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EXECUTIVE SUMMARY 

 
Tax expenditures reflect the revenue loss to the District resulting from policies giving 

preferential real property tax treatment to select groups of properties.  Property tax liabilities can 

be shifted from those receiving preferential treatment to taxpayers not receiving preferential 

treatment, thereby undermining the uniformity, fairness, efficiency and transparency of the real 

property tax. 

 

Tax expenditure budgets can play an important role in providing information for decision makers 

and the public regarding the revenue loss from preferential provisions in the tax structure.  This 

increased transparency in budget policy can facilitate a discussion regarding the benefits and 

costs of supporting preferred activities through direct spending or supporting them through tax 

preferences.  The District of Columbia has one of the most comprehensive property tax 

expenditure reports in the country.  Estimates in the 2012 District of Columbia Tax Expenditure 

Report indicate that the District lost $1.3 billion in real property tax revenues in 2012 as a result 

of property tax expenditures; 95 percent of this lost tax revenue results from property tax 

exemptions.
1
 

 

 The 2012 District of Columbia Tax Expenditure Report lists 38 property tax relief programs 

resulting in tax expenditures for the District: 

 

1) 20 programs providing total or partial exemptions to preferred properties, thereby 

lowering the taxable base of individual properties, resulting in $1.2 billion in foregone 

property tax revenues in FY2012; 

2) 8 programs providing abatements to preferred properties, thereby lowering the tax 

liability of individual properties, resulting in nearly $8 million in foregone property tax 

revenues in FY2012;
2
  

3) 6 programs providing credits and rebates to preferred taxpayers, which reduce the 

property tax liability for select property owners, resulting in $49 million in foregone 

property tax revenues;  

4) 2 deferral programs allowing some homeowners to postpone payment of their property 

tax liabilities (or a portion thereof) resulting in foregone property tax revenues of 

approximately $3.6 million; 

5) 2 programs providing multiple property tax incentives for locating economic activity in 

specific economic enterprise zones, with no current participants. 

 

While it is not realistic to assume that all of these tax expenditures will be eliminated, it is 

reasonable that the District could generate nearly $200 million in additional revenues by phasing 

out several property tax exemptions and abatements and by implementing a traditional PILOT 

program (Payments-In-Lieu-of-Taxes) for other exempt properties.  These additional revenues 

                                                        
1 Bell and Muhammad [2013] provide a more detailed discussion of properties exempt from the real property 
tax in the District of Columbia. 
2 In addition to these “by right” property tax abatement programs, there are 60 individual properties 
receiving partial or total property tax rebates in FY2013 costing the District an estimated $30 million in 
property tax revenues. 
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could be used to either lower property taxes, thereby redistributing the property tax burden 

across property types, increase spending, or a combination of both. 

 

Property tax expenditures are often granted in an ad hoc fashion as interest groups, or elected 

officials responding to concerns expressed by their constituents, petition for preferential 

treatment.  Since they are not part of the annual budget process, there is no mechanism to step 

back and look at the cumulative consequences for the administration of the property tax of 

preferential treatment granted to various stakeholders in the community over time. 

There are two ways to illustrate the cumulative consequences of property tax expenditures: 

 

1) Examine differences in effective property tax rates across different property categories or 

characteristics of the owner; and 

2) Examine, through an equal yield analysis, the implications for the distribution of property 

tax liabilities across land use types. 

 

The figure below reports the cumulative impact of the mosaic of property tax relief mechanisms 

in the District of Columbia on effective tax rates by taxpayer type.  For example, homeowners 65 

years of age or older pay a median effective property tax rate of 0.23 percent.  Non-elderly 

homeowners in the District who receive the homestead deduction pay a median effective 

property tax rate of approximately 0.63 percent, while non-homestead residential property and 

multi-family residential property pay a median effective tax rate of 0.85 percent.  In other words, 

non-elderly homeowners pay an effective property tax rate 274 percent of that paid by elderly 

homeowners and about 75 percent of the rate paid by non-homestead residential and multi-

family properties. 

 

Effective Tax Rate: Median by Taxpayer Type
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In addition to significant variation in effective tax rates across taxpayer groups, there is also 

significant variation within each group.  For example, for nearly 18,000 elderly tax payers the 

median ratio is 0.23 percent but the range is from a low of 0.07 percent to a high of 0.85 percent 

– a twelvefold difference.  Similarly, for nearly 75,000 non-elderly homestead properties, 

effective tax rates range from a low of 0.09 percent to a high of 0.93 percent – a tenfold 

difference.
3
  Such variation in effective property tax rates, both within and across taxpayers, 

creates significant inequities across properties and taxpayers which undermine the fairness, 

efficiency and transparency of the real property tax. 

 

An alternative perspective on the cumulative consequences of the current array of property tax 

relief efforts is to assume rates are lowered as the tax base is broadened thereby redistributing the 

tax burden across land use types.  To estimate the extent of redistribution of the tax burden an 

equal yield analysis is carried out that reports the distribution of property tax liabilities under 

different scenarios.  scenarios are examined: 

 

1) Scenario 1 reports the distribution of property tax liabilities under the current system of 

property taxes in the District; and 

2) Scenario 2 reports the distribution of property tax liabilities under the assumption that 

there are no property tax relief mechanisms or classification available to currently taxable 

property in the District. 

3) Scenario 3 – Assume no property tax relief programs, including no classification, and all 

exempt property is fully taxable except for properties owned by the federal government, 

the DC government and foreign governments; and 

4) Scenario 4 – The same as Scenario 4 except only 25 percent of the value of exempt 

properties is subject to property taxation. 

 

The distribution of property tax liabilities varies significantly across taxpayers for each of these 

scenarios. 

 

Policy Option 1: Improve D.C. Property Tax Expenditure Oversight 

 

In an effort to improve transparency in the system, the oversight of property tax expenditures 

should be strengthened by 

 

• Implementing a systematic performance review system so that each program is 

reexamined at least every 10 years; 

• Requiring sunset provisions for each program after 10 years, with renewal subject to the 

findings of the systematic performance review process; 

• Examining tax expenditure design with a focus on issues related to 

i. The form of the relief -- deductions, exemptions or credits 

ii. The eligibility for relief -- income ceilings, other characteristics 

iii. Outcome measures and claw back provisions 

                                                        
3
 Generally speaking, the only reason for a residential property to have an effective tax rate higher than  0.85 is for 

that property to be taxed at the commercial rate of 1.65/1.85, the vacant rate 5.00 or the blighted rate 10.00 for half 

of the tax year.  This means, there was probably tax class changes taking place for some properties. These situations 

are anomalies and affect few properties.   
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• Including tax expenditures in budget/appropriations process and include them as part of 

budget targets and caps so they get the same vetting as direct expenditures; 

• Tax expenditures and direct spending programs should be linked in the budget analysis 

because they are functionally substitutes; and 

• Increasing involvement/oversight by authorizing committees.   

 

Policy Option 2: Reduce Exempt Property Tax Expenditures 

 

A separate report on exempt property was prepared and presented to the Commission which 

included the following policy options  

 

1.  No change in the current system of real property tax exemptions. 

 

2.  Establish clear criteria for granting property tax exemptions and periodically and 

systematically review exemptions and abatements to see if they still benefit the residents 

of the District of Columbia 

 

3. Limit the value of real property exempt from taxation for individual properties. 

 

4.  Reevaluate using property tax exemptions to promote low-income housing. 

 

5. Develop a traditional PILOT program along the lines of the program in Boston which has 

been characterized as ―best practices.‖ 

 

6. Phase in the elimination of exemption from property taxation for selected categories of 

current exempt property. 

 

Policy Option 3: Improve D.C. Property Tax Abatements Oversight – An Ex Post Analysis of 

Benefits for District Residents 

 

The District should institute an ex post analysis of the project receiving the abatement to 

determine if the economic benefits for the citizens of the District attributed to the project are 

actually realized either by conducting 

 

1) a cost-benefit analysis including analysis of fiscal, labor market, economic and social 

effects of the abatement; or 

2) an economic impact analysis of the direct and indirect effects of a new project. 

 

A cost-benefit analysis would provide the most comprehensive approach for conducting an ex 

post analysis of the impact of an abatement as recommended by PEW. 

 

Policy Option 4: Reduce Property Tax Abatement Expenditures – Limit the Number or Total 

Value of Abatements 

 

Tax abatements are not part of the annual budget or appropriations processes like direct 

expenditures.  Requests for abatements come to the Council in an ad hoc manner over time and 
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are responded to on an individual basis.  In order to consider the cumulative impact of tax 

abatements on the District’s budget there could be annual limits placed on property tax revenues 

foregone annually as a result of tax abatements approved and funded.  This would force decision 

makers to consider the tradeoffs involved and, as a result, be more selective in their decisions to 

approve tax abatements.
4
 

 

Policy Option 5: Improve D.C. Property Tax Abatement Evaluation Process – Adopt Criteria 

for Granting Tax Abatements 

 

Currently, the primary criteria for granting a tax abatement in the District is linked to the 

outcome of the ―but for‖ financial analysis prepared by the OCFO before the Council votes on a 

proposed tax abatement.  The criteria for determining when an abatement should be granted 

should be expanded. 

 

                                                        
4
 Current real property tax abatements total approximately $40 million in foregone property tax revenues.  Total real 

property tax collections total $1.8 billion in FY2012, while the Homestead Deduction costs the District $55 million 

in foregone revenues in FY2012, the assessment increase cap costs D.C. about $28 million in foregone property tax 

revenues and the exemption for educational institutions costs the District $102 million in foregone revenues 

according to estimates in the 2012 Tax Expenditure Report.   
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 Introduction 

 

The property tax is the single largest source of own revenue in the District.  Table 1 shows the 

history of property tax collections over the last ten years.
5
  Over this ten year period real property 

tax revenues increased 124 percent.  Table 2 shows the annual growth rate in tax revenues by 

source over this decade.  Annual growth in real  

 
Table 1 

DC Tax Revenues by Source, General Funds 
(dollars in thousands) 

  Property Taxes   

Fiscal 
Year 

Real Personal Rental Sales and Use 
Income and 

Franchise 
Gross 

Receipts 
Other Total 

2003  $    822,845   $ 67,294   $ 11,749   $      779,920   $ 1,167,452   $ 261,643   $ 273,191   $   3,384,094  

2004  $    947,690   $ 63,558   $ 16,840   $      828,391   $ 1,299,009   $ 271,897   $ 379,521   $   3,806,906  

2005  $ 1,058,100   $ 72,068   $ 18,165   $      957,394   $ 1,472,432   $ 295,819   $ 377,213   $   4,251,191  

2006  $ 1,163,598   $ 55,548   $ 22,336   $      970,885   $ 1,591,483   $ 278,453   $ 390,542   $   4,472,845  

2007  $ 1,452,267   $ 67,394   $ 32,239   $   1,056,780   $ 1,736,361   $ 302,768   $ 498,198   $   5,146,007  

2008  $ 1,666,315   $ 59,690   $ 33,086   $   1,101,859   $ 1,755,894   $ 302,873   $ 413,401   $   5,333,118  

2009  $ 1,832,748   $ 69,163   $ 32,612   $   1,052,011   $ 1,478,068   $ 315,976   $ 261,909   $   5,042,487  

2010  $ 1,790,519   $ 56,501   $ 34,264   $   1,081,005   $ 1,434,131   $ 295,531   $ 264,959   $   4,956,910  

2011  $ 1,715,069   $ 52,696   $ 32,980   $   1,121,257   $ 1,656,283   $ 279,002   $ 403,199   $   5,260,486  

2012  $ 1,843,918   $ 55,734   $ 35,134   $   1,218,576   $ 1,956,590   $ 319,036   $ 404,066   $   5,833,054  

Source: 2012 CAFR, Exhibit S-1E, page 173 

 
property tax revenues were significant in the early years; increasing by an average annual rate of 

14.4 percent from 2003 to 2009.  The effects of the Great Recession contributed to a decline in 

the growth of property tax revenues from 2009 to 2011; albeit the decline in property tax 

revenues was more modest than the decline in income and gross receipts tax revenues.  Sales tax 

revenues were relatively flat during the Great Recession.  

 

 

 
 
 
 
 
 
 
 

                                                        
5
 In 1987 the personal property tax in the District accounted for 3 percent of all tax revenues and declined to 2.6 

percent in 1996. (Taxing Simply Taxing Fairly, Figure F-4, p. 209).  By 2003 personal property taxes accounted for 

2 percent of all tax revenue and its share declined to just 1 percent by 2012.  The focus of this paper is the real 

property tax in the District. 
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Table 2 
Annual Growth in DC Tax Revenues by Source, General Funds  

(Percents) 

  Property Taxes   

Fiscal 
Year 

Real Personal Rental 
Sales and 

Use 

Income 
and 

Franchise 

Gross 
Receipts 

Other Total 

2003          

2004 15.2% -5.6% 43.3% 6.2% 11.3% 3.9% 38.9% 12.5% 

2005 11.7% 13.4% 7.9% 15.6% 13.4% 8.8% -0.6% 11.7% 

2006 10.0% -22.9% 23.0% 1.4% 8.1% -5.9% 3.5% 5.2% 

2007 24.8% 21.3% 44.3% 8.8% 9.1% 8.7% 27.6% 15.0% 

2008 14.7% -11.4% 2.6% 4.3% 1.1% 0.0% -17.0% 3.6% 

2009 10.0% 15.9% -1.4% -4.5% -15.8% 4.3% -36.6% -5.4% 

2010 -2.3% -18.3% 5.1% 2.8% -3.0% -6.5% 1.2% -1.7% 

2011 -4.2% -6.7% -3.7% 3.7% 15.5% -5.6% 52.2% 6.1% 

2012 7.5% 5.8% 6.5% 8.7% 18.1% 14.3% 0.2% 10.9% 

Source: 2012 CAFR, Exhibit S-1E, page 173 and staff computations. 

 

As real property tax revenues increased in the beginning of this decade the share of tax revenues 

attributable to real property taxes increased from 2003 (24.3 percent) to a peak in 2009 (36.3 

percent).  While the share declined recently as a result of declining property tax revenues, real 

property taxes still account for nearly a third of all DC tax revenues. 

 

Table 3 
Share of DC Tax Revenues by Source, General Funds 

(Percent) 

  Property Taxes   

Fiscal 
Year 

Real Personal Rental 
Sales and 

Use 
Income and 

Franchise 
Gross 

Receipts 
Other Total 

2003 24.3% 2.0% 0.3% 23.0% 34.5% 7.7% 8.1% 100.0% 

2004 24.9% 1.7% 0.4% 21.8% 34.1% 7.1% 10.0% 100.0% 

2005 24.9% 1.7% 0.4% 22.5% 34.6% 7.0% 8.9% 100.0% 

2006 26.0% 1.2% 0.5% 21.7% 35.6% 6.2% 8.7% 100.0% 

2007 28.2% 1.3% 0.6% 20.5% 33.7% 5.9% 9.7% 100.0% 

2008 31.2% 1.1% 0.6% 20.7% 32.9% 5.7% 7.8% 100.0% 

2009 36.3% 1.4% 0.6% 20.9% 29.3% 6.3% 5.2% 100.0% 

2010 36.1% 1.1% 0.7% 21.8% 28.9% 6.0% 5.3% 100.0% 

2011 32.6% 1.0% 0.6% 21.3% 31.5% 5.3% 7.7% 100.0% 

2012 31.6% 1.0% 0.6% 20.9% 33.5% 5.5% 6.9% 100.0% 

Source: 2012 CAFR, Exhibit S-1E, page 173 and staff computations. 
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Economists generally agree the property tax is a good tax for local governments.  The property 

tax scores well on the basic criteria used to evaluate the strengths and weaknesses of individual 

revenue sources vis-à-vis other potential local revenue sources: 

 

 It is a productive revenue source; 

 It distributes the cost of providing community services fairly across businesses, 

residents and property owners; 

 It does so with relatively limited distortions of private economic decisions (it is 

relatively efficient); 

 It is generally simple to administer; and  

 It promotes accountability by linking taxes paid with services provided.   

 

While most economists would embrace this conventional wisdom, this view is being re-

evaluated in light of the consequences of legislative efforts to limit the ability of local 

governments to raise revenues from the property tax and reduce property tax liabilities for 

preferred groups of property owners or land uses.  The manner in which the property tax is 

administered greatly influences its productivity, neutrality, simplicity, equity and accountability.  

Bahl et al conclude that  

 

―bad practice has overtaken many of the potential advantages of taxing property. . . In the 

United States, voter preferences in recent years appear to be to trade an equitable 

property tax for one whose revenue growth is restrained.‖  (Bahl et al. 2010, 14) 

 

As a result, rather than a broad-based, low-rate tax that treats all types of real property uniformly, 

the property tax is being undermined by legislative initiatives that move the tax further and 

further from these ideals because of  

 

 its increasingly narrow focus; 

 policies that create distortions to private decision making by favoring some land use 

types more than others; 

 policies that make the tax less uniform and less fair; and  

 a wedge being driven between benefits received by individual property owners and the 

taxes they pay thereby reducing accountability. 

  
In search of a solution for reducing the gap between ideal property tax systems and actual 

property tax systems, Witte (2009) suggests strengthening transparency of the property tax 

system.  One tool that improves overall transparency of the property tax is a tax expenditure 

report which identifies public policies that reduce property tax revenues by giving some 

taxpayers preferred treatment and results in distortions that could ultimately undermine the 

legitimacy of the tax.  The purpose of this paper is to review the concept of a property tax 

expenditures, how such a concept is implemented across the 50 states and the District of 

Columbia and look more closely at tax expenditures in the District explicitly. 
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The Tax Expenditure Concept
6
 

  

The Congressional Budget Act of 1974 defines tax expenditures as ―revenue losses attributable 

to provisions of the Federal tax laws which allow a special exclusion, exemption, or deduction 

from gross income or which provide a special credit, a preferential rate of tax, or a deferral of 

liability‖ (Public Law 93-344; USGPO 2009).  For the government of the District of Columbia  

"tax expenditures" means  

 

―the revenue losses attributable to provisions of federal law and the laws of the District of 

Columbia that allow, in whole or in part, a special exclusion, exemption, or deduction 

from taxes authorized in this title, or which provide a special credit, a preferential rate of 

tax, or a deferral of tax liability.‖ [47-318(6)] 

 

In the context of state and local tax expenditures, Mikesell (2001) argues that the most important 

requirement for defining tax expenditures is a clear distinction between what is considered a 

normal (benchmark or baseline) tax structure and deviations from that standard.  Tax 

expenditures, then, reflect the revenue losses that result from policies that deviate from the 

standard, or baseline, tax structure. 

 

Another issue in estimating property tax expenditures is whether to include the loss of revenue to 

the government, the shift of tax burden to other taxpayers, or both in tax expenditure estimates.  

Property tax liabilities can shift or transfer to non-beneficiary taxpayers when an exemption is 

granted if local governments are allowed to raise tax rates to offset a reduction in the tax base.  

Raising tax rates results in higher taxes for non-beneficiaries and a shift of the property tax 

burden from beneficiaries to non-beneficiaries without affecting the total revenue (Levitis et al 

2009, 6; Montana 2010, 267).  The combined total of shift and loss is the total impact of the tax 

exemption.   

 

An important caveat to interpreting tax expenditure estimates is that they do not reliably predict 

the revenue gained upon repeal of the tax expenditure because they do not account for secondary 

or interactive effects.  Such a prediction would take into account change in accompanying 

policies such as the tax rate, change in revenue collected from other provisions, and change in 

taxpayer behavior, which could result in change in economic growth incentivized by the tax 

expenditure (Harris 1997).  State reports typically treat tax expenditures as isolated events 

ignoring secondary and interactive effects.   
 

Jason Juffras, a fiscal analyst with the D.C. Office of Revenue Analysis, summarizes the 

perceived strengths of tax expenditures as follows:
7
 

 

 Tax expenditures are viewed as a way to provide service without creating bureaucracy; 

                                                        
6
 This section draws on material in Connolly, Bell and Brunori, A Guidebook for Developing a Property Tax 

Expenditure Budget, Lincoln Institute of Land Policy Working Paper Series, forthcoming; and Jason Juffras, Tax 

Expenditure Briefing, District of Columbia Tax Revision Commission, January 7, 2013. 

 
7
 Jason Juffras, Tax Expenditure Briefing, District of Columbia Tax Revision Commission, January 7, 2013. 
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o Lack of welfare bureaucracy is one reason for popularity and growth of Earned 

Income Tax Credit; and 

 Tax expenditures are viewed as a way of using incentives rather than restrictive or 

counterproductive ―command and control‖ approaches. 

 

Juffras identifies the following weaknesses of tax expenditures: 

 

• Tax expenditures are ―privileged‖ in the budget process because they are not typically 

subjected to annual review; 

• Costs are invisible and as a result the scope of government activity is understated; 

• Tax programs are not coordinated with spending programs addressing the same issues 

(social welfare, housing, energy); 

• Tax expenditures may be regressive, often having ―upside-down‖ structure in which the 

value of exclusion, deduction, etc. rises with income 

• Higher-income individuals spend more on items that are tax-favored and 

• Higher-income individuals are more likely to itemize their deductions; 

• Tax expenditures can create economic costs – decisions are made for tax advantages 

rather than putting resources to best use; 

• Tax expenditures can strain a state or local tax administration agency by turning what is 

essentially a tax collection agency into benefits agency; and 

• Tax benefits may not represent the best way to administer programs. 

 

In summary, describing and measuring tax expenditures is important because  

 

 Tax expenditure analysis offers a fuller picture of government resource use, and promotes 

transparency and accountability; 

 Tax expenditures have similar or identical economic effects to direct spending; 

 Tax expenditures reduce economic efficiency; 

 Tax expenditures are not transparent like direct spending; and 

 Tax expenditures usually do not require annual reauthorization. [Barro, 2010] 

 

State Treatment of Property Tax Expenditures
8
 

 

Tax expenditure budgets can play an important role in providing information for decision makers 

and the public regarding the revenue loss from preferential provisions in the tax structure.  They 

have the potential of identifying the budgetary costs of using the tax system to achieve non-

revenue raising objectives.  This increased transparency in budget policy can facilitate a 

discussion regarding the benefits and costs of supporting preferred activities through direct 

spending or supporting them through tax preferences. [Mikesell, 2002] 

 

California was the first state to pass legislation calling for reports on tax expenditures in 1971 

and the first state to publish a report with revenue loss figures for FY1976 (Benker 1986, 407).   

The practice of preparing tax expenditure budgets in the states has increased significantly in 

                                                        
8 This section draws on material in Connolly, Bell and Brunori, A Guidebook for Developing a Property Tax 
Expenditure Budget, Lincoln Institute of Land Policy Working Paper Series, forthcoming. 
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recent years:  15 states published tax expenditure budgets in 1984, 33 states published them in 

2001, and 41 states and the District of Columbia published them in 2009 (Benker 1986, 407; 

Mikesell 2002, 37; Levitis et al 2009, 1).  Since that last formal inventory, Indiana and New 

Jersey have developed tax expenditure budgets, and tax expenditure reporting has recently been 

authorized in Georgia. [Mikesell, 2010, 411-412]  

 

The Center on Budget and Policy Priorities counted 18 states and the District of Columbia that 

include property tax expenditures in their tax expenditure budgets (Levitis et al 2009, 14).
9
  Of 

those that include property tax expenditures in their reports, 14 states and the District of 

Columbia estimate foregone revenues for real property separately from personal property.  

Arizona and Utah do not separate estimates of foregone real property tax revenue from foregone 

personal property revenue.   

 

Table 4 lists 14 states and the District of Columbia that include real property tax expenditures in 

their tax expenditure reports. The table summarizes the estimates of foregone real property tax 

revenues for the six most common categories of tax expenditures for each state.  State reports 

that combine both real and personal property are not included here because the focus here is on 

real property.  Though some state tax expenditure reports include TIFs as tax expenditures, this 

report does not.  In the case of TIFs, taxes are earmarked for certain expenditures rather than 

going into the general fund.  Here, items are considered tax expenditures only when revenue is 

actually foregone.   

Table 4 

State Real Property Tax Expenditures (millions of dollars) 

    Exempt Property             

States 
Total 

Property  

 
Homestead 
Exemption

s  

 Other 
Exemptio

ns  
Assessment 

Limits Credit/Refund 

Agriculture/ 
Forest 

Preferences 
Business 
Incentive Other Year 

District of 
Columbia  1,282.7 54.7 1,168.0 28.4 20.4  7.6 3.6 FY 2012 
Florida  16,925.7 2,807.7 10,457.7 2,475.9 143.2 992 6.3 42.9 FY 2011 

Kansas  44.1    44.1    CY 2009 

Kentucky  399.3  0.2   0.1  399.2 FY 2010 

Maine  116.5    50.3  66.1  FY2010 

Maryland  223.1  86.4 78.9 57.8    FY 2010 

Michigan  8,467.2 3,670.0 984.5 3,400.0 49  363.7  FY 2010 

Minnesota  1,937.2 490 1,294.2  11.6 75.5 9 56.9 FY 2010 

Montana  2.2    2.2    CY 2010 

Oregon  4,674.0 2.1 3,625.0  26.2 804 192.6 23.9 2009-10 

Texas  2,962.7   293.2 1,744.5  185.5 739.5 CY 2010 

Vermont  219.7  73.2  116.2  0.1 30.2 FY 2008 

Washington  542.7  190  198.8 143.4  10 CY 2010 

West Virginia  186.4 44 79.8   17.6  45 CY 2007 

Wisconsin  21,072.0   21,072.0           FY 2008 

                                                        
9
 Arizona, California, District of Columbia, Florida, Kansas, Kentucky, Maine, Maryland, Michigan, Minnesota, 

Montana, Nebraska, Oregon, Texas, Utah, Vermont, Washington, West Virginia, and Wisconsin 
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Source:  The states with state tax expenditure budgets included in this table were identified in Levitis, 

Jason, Nicholas Johnson, and Jeremy Koulish (2009) ―Promoting State Budget Accountability Through 

Tax Expenditure Reporting,‖ Center on Budget and Policy Priorities, April.  Estimated for the District of 

Columbia come from the 2012 District of Columbia Tax Expenditure Report.  The estimates in this table 

are author calculations based on updated reports from each state.   

 

Total property tax expenditures are over a billion dollars of foregone property tax revenues in six 

states -- Wisconsin ($21.1 billion), Florida ($16.9 billion), Michigan ($8.5 billion), Oregon ($4.7 

billion), Texas ($3.0 billion) and Minnesota ($1.9 billion) – and the District of Columbia ($1.3 

billion). Two states list property tax expenditures of less than $100 million, Kansas ($44.1 

million) and Montana ($2.2 million).   

 

The major property tax expenditures identified in each state fall into six major categories – 

Exempt Homestead Property, Exempt Other Property, Assessment Limits, Credits/Refunds, 

Agricultural and Forest Preferential Treatment, and Business Incentives.  Florida and DC have 

the most comprehensive property tax expenditure reports including estimates of foregone 

revenue for each relevant category.  Three states list estimates of foregone revenues for five 

categories (Michigan, Minnesota and Oregon), while six states include estimates of foregone 

revenues for three categories (Kentucky, Maryland, Texas, Vermont, Washington, and West 

Virginia). 

 
Property Tax Expenditures in the District of Columbia 

 

The District of Columbia annually publishes an exhaustive list of tax expenditures with a 

description of each, its legal basis in the DC Official Code, and an estimate of foregone revenues 

for four fiscal years.  The 2012 District of Columbia Tax Expenditure Report listed 38 property 

tax relief programs resulting in tax expenditures for the District: 

 

1) 20 programs providing total or partial exemptions to preferred properties, thereby 

lowering the taxable base of individual properties; 

2) 8 programs providing abatements to preferred properties, thereby lowering the tax 

liability of individual properties;  

3) 6 programs providing credits and rebates to preferred taxpayers, which reduce the 

property tax liability for select property owners;  

4) 2 deferral programs allowing some homeowners to postpone payment of their property 

tax liabilities (or a portion thereof); 

5) 2 programs providing multiple property tax incentives for locating economic activity in 

specific economic enterprise zones. 

 

The purpose of this section is to briefly describe these five relief programs providing preferential 

treatment to individual properties based on the characteristics/use of the property or the 

characteristics of the owner of the property.   
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1. Exemptions 

 

The most popular exemption in the District of Columbia is the Homestead Deduction.  

Taxpayers who live in their own home in the District can claim the Homestead Deduction which 

reduces the taxable value of their primary residence. The Homestead Deduction amount is 

deducted from the home’s full assessed value. The deduction is set at $69,100 in FY 2013.  

Annual cost-of-living adjustments to the value of the homestead deduction were reinstated for 

the tax year beginning October 1, 2012.  

 

The Homestead Deduction program provides relief to all owner-occupied homes, regardless of 

the income of the homeowner.  The District’s 2012 Tax Expenditure Report, estimates 91,879 

owner-occupied residential properties received the homestead deduction in 2011, costing the 

District government $54.7 million in lost property tax revenues in FY2012.  Since the homestead 

deduction is a fixed dollar amount, the relative importance of the deduction declines as the value 

of the home increases and it provides a greater percentage reduction for owners of low-value 

homes. 

 

There are a number of different ways to structure a homestead exemption program.  Relief can 

be provided through an exemption, like in the District, or a credit.  An exemption or credit could 

be a fixed amount, like it is in the District, or a percentage of the property value or tax liability.  

The percentage may be capped or it may be unlimited in the relief it can provide. [Collins, 2012] 

 

Table 5 summarizes the experience of states with a homestead property tax relief program.  

Thirty states and the District of Columbia have some form of property tax exemption for 
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homeowners.  Seventeen states have a fixed dollar property tax exemption like the District.  The  

next most popular homestead property tax relief tool is a credit that is a percent of the tax 

liability for each individual property.  A fixed dollar exemption provides relatively greater relief 

for lower valued homes, while a credit calculated as a percent of the property tax liability 

provides more relief, in terms of foregone revenues, to higher priced homes. 

 

Jurisdictions in Maryland and Virginia provide a variety of property tax relief mechanisms, but 

they do not offer a property tax exemption program comparable to the District’s Homestead 

Deduction. 

 

In addition to the Homestead Deduction, there are a number of other property tax exemptions in 

the District.  Most of these exemptions are defined in Title 47 of the DC Official Code.  If a 

property meets the conditions in the law, then it receives the exemption provided by law.  In 

other words, the property receives the exemption ―by right‖ because it is spelled out in the law.   

 

Table 5 

Type of Homestead Exemptions  
2010** 

EXEMPTIONS CREDITS 

Fixed-Dollar Percent of Value Fixed Dollar Percent of Value 
Percent of  Tax 

Liability 

Alabama* 
Alaska * 
California  
District of   
Columbia  
Florida 
Georgia  
Hawaii * 
Illinois * 
Kansas  
Louisiana 
Maine  
Massachusetts*  
New Mexico  
New York 
Oklahoma  
Pennsylvania 
South Carolina 
Texas* 
 

Idaho  
Indiana  
Utah 
 

Arkansas  
 

Minnesota 
Mississippi 
Wisconsin 

Arizona  
Illinois  
Iowa 
Michigan 
Ohio  
Wisconsin 

Note: *Local options are available to expand state programs or programs are only at local option 
**Includes only programs that are funded in 2010. 
Some states have more than one program and are listed for each component when the method of calculation is 
different 

Source: Collins [2012] Table 6, p. 16. 
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Table 6 summarizes the range of property tax exemptions available to individual property 

owners ―by right.‖  These property tax exemptions cost the DC government $1.2 billion in 

foregone property tax revenues, accounting for 95 percent of all real property tax expenditures in 

the District.  Bell and Muhammad (2103) address these issues in more depth in their presentation 

to the DC Tax Revision Commission on June 3, 2013.   

 

Table 6 

Property Tax Exemption Programs in the District of Columbia 

Type of Exemption DC Code 
Year 

Enacted 
Number of 
Properties 

Assessed 
Value 

(millions) 
 Foregone 

Revenue 2012  

Resident 
management 
corporations 

47-
1002(24) 1992 Not Available Not Available  $                      -    

Federal government 
property 

47-
1002(1) 1942 2,809 $44,957.50  $823,442,000  

Educational 
Institutions 

47-
1002(10) 1942 474 $5,680.80  $102,031,000  

Miscellaneous 
properties Varies 

Multiple 
years 741 $5,938.80  $69,063,000  

Churches, 
synagogues and 

mosques 
47-

1002(13) 1942 1,154 $3,462.50  $59,481,000  

Embassies, 
chanceries, and 

associated 
properties of foreign 

governments 
47-

1002(3) 1942 603 $2,751.70  $41,125,000  

Charitable 
organizations 

47-
1002(8) 1942 492 $976.50  $14,272,000  

Hospital buildings 
47-

1002(9) 1942 13 $714.20  $13,137,000  

Multi-family and 
single-family rental 

and cooperative  
housing for low- and 

moderate-income 
persons 

47-
1002(20) 1978 Not Available Not Available $12,949,000  

Washington 
Metropolitan Area 
Transit Authority 9-1107.01 1966 420 $557.40  $9,723,000  

Non-profit housing 
associations 47-3505 1983 Not Available Not Available $7,553,000  

Cemeteries 
47-

1002(12) 1942 22 $305.20  $5,548,000  
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Art galleries 
47-

1002(6) 1942 Not Available Not Available $2,102,000  

Development of a 
qualified 

supermarket, 
restaurant or retail 

store 
47-

1002(23) 1988 Not Available Not Available $1,980,000  

Lower-income 
homeownership 
households and 

cooperative housing 
associations 47-3503 1983 3,105 $669.10  $1,079,000  

High-technology 
commercial real 

estate database and 
service providers* 47-4630 2010 Not Available Not Available $700,000  

Libraries 
47-

1002(7) 1942 Not Available Not Available $431,000  

Historic property 
47-842 to 

47-844 1974 Not Available Not Available $119,000  

Correctional 
treatment facilities 

47-
1002(25) 1997 Not Available Not Available $3,495  

Total Foregone Property Tax Revenues                                                                                   $1,164,238,495  

*The CoStar group benefited from a $700,000 exemption in tax year 2011.   Because the authorizing statute requires that the 
property must have been occupied by December 31, 2010, there will be not additional beneficiaries of this program. 

Source: District of Columbia, 2012 Tax Expenditure Report, and author calculations. 

 

2. Abatements 

 

According to Oakman and Clark [2013], property tax abatements involve the forgiveness of 

property taxes, either completely or in part, for some period of time.  Nationally, the use of 

property tax abatements has grown substantially over the last several decades: from 15 states in 

the early 1960s to 35 states in 2004. [Wassmer, 2009]  A 2000 study by the Council of State 

Governments identified the follow arguments in favor of property tax abatements
10

 

 

1) Surveys of business leaders and some empirical evidence show that taxes affect business 

location decisions; 

2) Abatements finance local job creation and thus are cost-effective; 

3) Abatements foster competitiveness and dissuade subnational governments from imposing 

too high a business property tax burden; and abatements offer local officials the ability to 

be ―action oriented‖ in their approach to economic development. 

 

                                                        
10

 As cited in Wassmer [2009, 225]. 
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The same report by the Council of State Governments summarizes the arguments against the use 

of property tax abatements
11

 

 

1) Taxes are not the only factor considered in business location decisions; 

2) The selective use of abatements raises questions of equity; 

3) Some empirical studies have shown abatements to be cost-ineffective; 

4) Abatements pull public dollars away from local expenditures that benefit businesses 

generally; and 

5) The ability to offer abatements creates a self destructive zero-sum game. 

 

How these arguments for and against property tax abatements balance out for any specific 

abatement is an empirical issue.  Kenyon, Langley and Paquin [2012] identify three approaches 

to evaluating property tax abatements: 

 

1) Cost-benefit analysis including analysis of fiscal, labor market, economic and social 

effects of the abatement; 

2) Economic impact analysis of the direct and indirect effects of a new project; and 

3) Fiscal impact analysis weighing the impact of the project on the public service costs and 

revenues due to the project. 

 

These tools for evaluating the results of property tax abatements are all performed ex post.  The 

PEW Center on the States [PEW 2012] recently completed a study examining how well states 

and DC do in conducting such evaluations.  Their review looked at  

 

1) the scope of a state’s effort to carry out such evaluations; and 

2) the quality of the evaluations done.   

 

The researchers combined these scores to identify  

 

 13 states leading the way (states meeting all criteria for scope and quality of evaluations); 

 12 states with mixed results (states meeting only one criteria for scope and quality of 

evaluations); and 

 26 states trailing behind (states not meeting any criteria for scope and quality of 

evaluations). 

 

According to this analysis, the District is one of the 26 states ―trailing behind‖ because it does 

not conduct ex post evaluations of property tax abatements.  Rather, the District carries out an up 

front ―but for‖ financial analysis and a fiscal impact analysis of each abatement.   

 

The process for obtaining a discretionary abatement for a specific project starts when the 

property owner approaches a Councilperson, or the Mayor’s Office, and asks for the abatement. 

The Councilperson drafts a bill and submits it to the Council for consideration. 

 

                                                        
11

 As cited in Wassmer [2009, 224]. 
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That request is then sent to the Office of Development Finance in the Office of the Chief 

Financial Officer for review and analysis.  The Office conducts what is referred to as a ―but for‖ 

analysis.  The requirement to conduct this “but for” analysis went into effect in 2011 (D.C. 

Code § 47-4701).   

 

To conduct this financial analysis the Office obtains from the applicant all the relevant financial 

information for the project as it was filed with the bank when they applied for their financing.  

The staff then estimates the rate of return for the project in the District assuming that it does not 

get the abatement.  If that rate of return for the project is similar to other projects in the industry, 

the conclusion would be that the abatement is not necessary for the project to proceed.  If, 

however, the rate of return is significantly lower than similar projects in the industry the 

abatement is thought to be necessary to move the project forward.  The Office of Development 

Finance then reports to the Council whether, in their view, the abatement would be necessary for 

the project to proceed.    

 

In addition to the data necessary to conduct the required financial analysis, the applicant also 

submits information on the economic benefits associated with the project.  Such benefits include 

the number of jobs created (permanent, temporary, full-time and part-time), estimated wages and 

benefits of these new jobs, increased availability of affordable housing, etc.  This information is 

forwarded to the Deputy Mayor for Economic Development. No evaluation of the overall impact 

of a specific project, including an analysis of the claimed benefits, is required of the District 

government, either before the abatement is granted or after it has been approved and 

implemented.  Typically, the only analysis of the economic benefits of a project is done by the 

applicant. 

 

Once the financial analysis is completed and sent to the Council a hearing on the bill is 

scheduled.  The financial analysis is presented to the Council as well as an estimate of the fiscal 

impact of the proposed abatement.  An abatement could be approved by the Council even if the 

Office of Development Finance finds the abatement is not necessary for the project to proceed.  

For example,
 
 some argue that even if the ―but for‖ analysis indicates an individual project does 

not need an abatement, the project may be granted an abatement because it is thought the project 

is necessary to create a critical mass of activity in a transitioning area.  If the abatement is 

approved by the Council, there is a requirement that funding for the abatement must be found in 

the budget in terms of either increased revenues or reduced spending elsewhere to offset the 

costs of the abatement.  In addition, the property receiving the abatement must annually file a 

certificate with the Office of Taxation and Revenue confirming the property is still in the same 

use as when the abatement was granted (D.C. Code § 47-4702). 

 

The next figure, provided in the presentation to the Commission by Oakman and Clark, reports 

the number of tax abatements passed by the D.C. Council annually since 2000.  The number of 

new abatements peaked in FY2010 at 17 and declined for each of the next two years.  The 

decline in the number of abatements may reflect, in part, the impact of the financial analysis 

process required of each proposed abatement in 2012 and after. 

 

The next figure, also from the Oakman and Clark presentation to the Commission, reports tax 

abatement trends in the District by land use type and location over the last decade.  There has 

http://web.lexisnexis.com/research/xlink?app=00075&view=full&interface=1&docinfo=off&searchtype=get&search=D.C.+Code+%A7+47-4701
http://web.lexisnexis.com/research/xlink?app=00075&view=full&interface=1&docinfo=off&searchtype=get&search=D.C.+Code+%A7+47-4701
http://web.lexisnexis.com/research/xlink?app=00075&view=full&interface=1&docinfo=off&searchtype=get&search=D.C.+Code+%A7+47-4702
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been a growth in tax abatements for cultural projects in downtown since 2008 and a relatively 

consistent number of tax abatements for housing in the downtown area since 2005.  Tax 

abatements for projects outside the downtown area have grown in the last few years with 

noticeable growth in projects for housing generally, affordable housing and retail. 
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 Abatements – “by right” 

 

In addition to the general exemptions discussed in the previous section, the District also has 

programs to provide targeted incentives to private businesses designed to promote economic 

activity in the District.  Sometimes the targeting is done geographically and sometimes the 

targeting is for specific industries or projects. The most common approach is to provide full or 

partial forgiveness of the local property tax for some period of time. 

 

Table 7 lists 8 property tax abatement programs that are included in the DC Official Code.  As 

above, these are programs a project might qualify for ―by right.‖  Some are geographically 

focused – non-profit organizations locating in designated neighborhoods or NoMA residential 

developments – and others are focused on particular land uses – high-technology buildings or 

improvements to low-income housing. 

 
Table 7 

Property Tax Abatement Programs in the District of Columbia 

Type of Abatement DC Code 
Year 

Enacted 
 Foregone 

Revenue 2012  

New or improved buildings 
used by high-technology 

companies 47-811.03 2001  $                      -    

Non-profit organizations 
locating in designated 

neighborhoods 

47-857.11 
and 47-
857.16 2010 $500,000  

Improvements to low-income 
housing 47-866 2002  $                      -    

New residential 
developments 

47-857.01 to 
47-857.10 2002 $3,331,000  

NoMA residential 
developments 

47-859.01 to 
47-859.05 2009 $4,263,000  

Preservation of section 8 
housing 47-865 2002  $                      -    

Single-room-occupancy 
housing 42-3508.06 1994  $                      -    

Vacant rental housing 42-3508.02 1985  $                      -    

Source: District of Columbia, 2012 Tax Expenditure Report. 

 
According to the estimates of foregone revenue for these programs in the District’s 2012 Tax 

Expenditure Report, 5 of the 8 programs have no participants/beneficiaries and the other three 

are relatively modest programs. 

 



Initial Draft 25 of 48 10/17/2013 

Abatements - Discretionary 

 

In addition to these ―by right‖ property tax abatement programs, the District also grants 

discretionary tax abatements on an individual project by project basis.  These abatements are not 

available ―by right‖ and must be approved by the DC Council for individual projects through the 

process described above. 

 

Title 47 of the DC Official Code has 45 sections granting abatements to individual or groups of 

properties, and setting out administrative rules for implementation.  A listing of these sections is 

included in Appendix 1. 

 

According to Oakman and Clark [2013] tax abatements for development projects in the District 

have been structured in various ways: 

 

 Similar to the by‐right programs, the act authorizing the incentive will sunset after some 

period of time; however the time period can vary significantly from 10 to 30 years, 

depending on the project; 

 It is also common to cap the total value of the abatement in order to control the overall 

cost to the District;  

 Not surprisingly, the discretionary tax incentives authorized for business attraction and 

retention have also been used primarily to target non‐profits and high‐technology 

companies, as is the case with the by‐right programs; 

 For non‐profits, the incentive is property tax abatements, given that this is their largest 

area of local tax liability. But for for‐profit companies, the incentives are property tax 

abatements as well as income tax credits and other tax breaks that lower business costs; 

 To date, the District has not included ―claw back‖ provisions requiring a recipient to pay 

back the value of the incentives if the company fails to meet the terms outlined in the 

legislation; 

 legislation authorizing discretionary tax incentives typically includes some requirements 

the recipient must meet in order to qualify for the incentives. For example, the majority 

of tax abatements granted for residential housing developments require some amount of 

housing to be set aside for low to moderate income residents if the whole project is not 

already considered affordable housing. Discretionary tax incentives offered to businesses 

typically require the firm to hire a certain number or percentage of District residents 

during the time period of the abatements. For example, the Social E‐Commerce Job 

Creation Act of 2012 authorized a package of tax incentives to encourage Living Social 

to locate its headquarters in the District. In exchange of the tax breaks, Living Social is 

required to hire 1000 DC residents, rehabilitate and occupy a minimum level of office 

space, and remain in the District for the entire abatement period; and 

 District law does not cap the total amount that can be spent on discretionary tax 

incentives annually. However, before enacting tax incentive legislation, the revenue 

impact estimated in the fiscal impact statement must be included in the District’s 

four‐year financial plan before the bill can be enacted. Additionally, the Office of the 

Chief Financial Officer (OCFO) is required to prepare a tax abatement financial analysis 

(TAFA), as per the Exemptions and Abatements Information Requirements Act of 2011. 
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TAFAs are often referred to as ―but‐for‖ tests and are intended to offer an advisory 

opinion as to whether the recipient could be reasonably expected to meet its fiscal needs 

in the absence of the proposed exemption or abatement. These analyses are issued prior 

to the Council at a public hearing on any such bill.  

 

Table 8 provides a snapshot of the foregone property tax revenues by the District government 

because of real property tax abatements.  The table is divided into two panels – the top panel 

includes abatements where only a portion of the property tax liability is abated, and the lower 

panel includes abatements where 100 percent of the property tax liability is abated.  This is a 

snapshot for FY2013.  To get a fuller understanding of the overall impact of abatements over 

time one needs to look at data for a number of years from the Unified Economic Development 

Report prepared annually by the Office of the Chief Financial Officer.   

 

The data in Table 8 indicate that there are 26 properties receiving partial real property tax 

abatements in FY2013 costing the District government foregone property tax revenues of 

approximately $13 million.  In addition, there are 34 properties receiving full real property tax 

abatements in FY2013 costing the District government foregone property tax revenues of 

approximately $16 million.  All of the abatements listed in Table 8 cost the District government 

approximately $29 million in foregone property tax revenues in FY2013.  This is in contrast to 

the Homestead Deduction which costs the District government an estimated $61 million in 

foregone property tax revenues in FY2013, according to the 2012 District of Columbia Tax 

Expenditure Report.                                                                                                                                                                                                                                



Initial Draft 27 of 48 10/17/2013 

 

Table 8 
FY 2013 Budget Unified Report: Partial and Full Abatements  

Type Expense Subtype Recipient 
Amount 

Spent 

Partial Tax Abatement 

 Eckington One  
NoMA West 
Residential I 
LLC 

$0 

 First Congregational United Church of Christ 

First 
Congregational 
Church of 
Christ 

$317,000 

 Gateway Market Center (note 4) 
Sang Oh & 
Company, Inc 

$0 

 Georgia Commons Jair Lynch/AHD $328,148 

 Grays on Pennsylvania Ave (2323 Pennsylvania Ave SE) 
Chapman 
Development 

$123,060 

 National Public Radio, Inc. 
N.P.R./Boston 
Properties 

$2,400,000 

 New Residential Development: 1117 10th St NW 
185 individual 
owners 

$211,744 

 New Residential Development: 1150 K St NW 
130 individual 
owners 

$115,173 

 New Residential Development: 1210 Mass Ave NW 
JBG/Equity 
Residential 

$121,056 

 New Residential Development: 400 Mass Ave NW 
256 individual 
owners 

$252,666 

 New Residential Development: 450 Mass Ave NW 
462 individual 
owners 

$369,221 

 New Residential Development: 555 Mass Ave NW 
246 individual 
owners 

$259,909 

 New Residential Development: 631 D St NW 
428 individual 
owners 

$428,343 

 New Residential Development: 770 5th St NW Avalon Bay $174,289 

 New Residential Development: 900 15th St NW 
Summitt 
Grand Parc LLC 

$90,901 

 New Residential Development: 912 F St NW 
62 individual 
owners 

$79,278 

 New Residential Development: K St NW (Square 516) 
Quadrangle 
Development 

$307,775 
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 New Residential Development:1400 N St NW 
National City 
Christian 
Church/B&D 

$136,120 

 New Residential Development:1499 Mass Ave NW 
Post 
Properties 

$246,452 

 New Residential Development:400 8th St NW 
Lexington 407 
LLC 

$40,784 

 NoMa Area Residential Development not specified $4,689,000 

 Nonprofit Tax Abatement: American Iron & Steel Institute 
American Iron 
and Steel 
Institute 

$109,968 

 Nonprofit Tax Abatement: Case Western Reserve University 
Case Western 
Reserve 
University 

$43,200 

 Park Place at Petworth & Highland Park Projects 
Donatelli 
Development 

$482,055 

 Pew Charitable Trusts 
Pew Charitable 
Trusts 

$840,488 

 High Tech. Comm. Real Este. Database Providers CoStar $700,000 

 Subtotal Partial Abatements  $12,866,630 

Full Property Tax Abatement 

 14W and the YMCA Anthony Bowen Project 
Perseus Realty 
LLC 

$655,460 

 4427 Hayes Street, N.E. 
Blue Skye 
Development 
LLC 

$18,688 

 800 Kenilworth Avenue Northeast Redevelopment 
Chapman 
Development 
LLC 

$140,562 

 Adams Morgan Hotel 

First Church of 
Christ, 
Scientist/ 
Beztak Props. 

$0 

 Affordable Housing Opportunities, Inc. Project 
Affordable 
Housing 
Opportunities 

$33,841 

 Allen Chapel AME 
Allen Chapel 
AME Church 

$14,885 

 American College of Cardiology 
American 
College of 
Cardiology 

$1,105,234 
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 American Psychological Association APA 750 LLC $1,506,256 

 Campbell Heights Project 

Campbell Hts 
Resident 
Assoc./ Jair 
Lynch 

$181,986 

 Carver Low-Income & Senior Housing 
Carver 2000 
Tenants 
Association 

$157,000 

 DC Teachers Federal Credit Union 
DC Teachers 
Federal Credit 
Union 

$49,139 

 
Douglass Knoll, 1728 W Street and Wagner Gainsville 
Rehabilitation Projects 

Non-Profit 
Community 
Develop Corp 

$138,451 

 Emmaus Rehabilitation Project 
Emmaus 
Rehabilitation 
LLC 

$29,507 

 Golden Rule Rehabilitation Project 
Golden Rule 
Place, Inc. 

$560,256 

 Heights on Georgia Avenue 
Neighborhood 
Development 
Corp. 

$170,000 

 Jubilee Housing Residential Rental Project 
Jubilee 
Housing 

$94,175 

 Kelsey Gardens Redevelopment Project 

Metropolitan 
Develop. 
/Deliverance 
Church 

$8,281 

 King Towers Residential Housing Rental Project 
King Housing 
LLC 

$157,736 

 National Community Reinvestment Coalition 
National Cmty 
Reinvestment 
Coalition 

$190,207 

 New Columbia Community Land Trust 
New Columbia 
Cmty Land 
Trust 

$1,967 

 Newseum 
Freedom 
Forum 

$4,723,477 

 Parkside Terrace Development Project 

Parkside 
Terrace 
Development 
LLC 

$171,775 

 Qualified High Technology Companies not specified $1,001,000 

 Qualified Supermarkets real property tax exemptions not specified $2,278,000 
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 Randall School Development 
Corcoran 
Gallery 

$482,360 

 Samuel J Simmons NCBA Estates No. 1 L.P. 
Samuel J 
Simmons 
NCBA Estates 

$438,000 

 SOME, Inc., and affiliates Property SOME, Inc. $129,724 

 St. Martin's Apartments 
Catholic 
Charities 

$433,598 

 Studio Theatre Housing Studio Theatre $27,110 

 The Washington Ballet 
The 
Washington 
Ballet 

$111,000 

 United House of Prayer for All People 
United House 
of Prayer for 
All People 

$55,000 

 View 14 Project 
View 14 
Investments 
LLC 

$676,530 

 Way of the Cross Church of Christ 
Way of the 
Cross Church 
of Christ Inc 

$11,298 

 Wayne Place Senior Living 
Wayne Place 
Senior Living 
LP 

$48,077 

 Subtotal Full Abatements  $15,800,580 

    

 TOTAL REAL PROPERTY TAX ABATEMENTS 2013  $28,667,210 

Source: 2013 Unified Economic Development Report, Office of the Chief Financial Officer, Appendix 1: 

Abatements and Exemptions. 

 

 

3. Credits and Rebates 

 

Typically, exemptions discussed above reduce or eliminate the taxable value of a property 

subject to property taxation.  Credits and rebates, on the other hand, do not alter the taxable base 

of a property, but rather reduce the property tax liability owed for a property.   

 

Table 9 lists 6 credit and rebate programs in the laws of the District.   
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Table 9 
 Property Tax Credit and Rebate Programs in the District of Columbia 

Type of Credit/Rebate DC Code 
Year 

Enacted 
Number of 
Participates 

 Foregone 
Revenue 2012  

First-time homebuyer 
credit for DC 
government 
employees 42-2506 2000  $291,000  

Assessment increase 
cap 47-864 2001  $28,416,000  

Senior citizens and 
persons with 

disabilities 47-863 1986  $14,590,000  

Brownfield 
revitalization and 

cleanup 8-637.01 2001 None  $                      -    

Condominium and 
cooperative trash 

collection 

47-872 
and 47-

873 1990  $5,177,000  

Public charter school 
tax rebate 47-867 2005  $554,000  

Source: District of Columbia, 2012 Tax Expenditure Report. 

 
One of the programs has no participants/beneficiaries, while two programs account for the vast 

majority of property tax relief provided through this policy tool – the assessment increase cap 

and the senior citizen credit. 

 

Assessment Increase Cap:  Homeowners who qualify for the homestead deduction are also 

eligible for the assessment increase cap program.  This program effectively limits the growth in 

the taxable assessed value of an individual’s home to 10 percent increase from the prior tax year.   

 

According to a report on the assessment cap in DC completed by Dr. Sjoquist for the Tax 

Revision Commission, several steps are required to calculate the value of the credit.  Consider a 

new home owner who did not receive a credit in 2012.   

 

Step 1.  The first step in determining the value of the credit for 2013 is to calculate the 

value of the property’s taxable assessment.  Taxable assessment for 2013 equals the 

assessed value in 2012 less the value of the homestead exemption for 2012 times 110 

percent, less the increase in the value of the homestead exemption from 2012 to 2013.   

 

Step 2. In the second step the homestead exemption for 2013 and the taxable assessment 

for 2013 are subtracted from the 2013 assessed value.  The resulting value is then 



Initial Draft 32 of 48 10/17/2013 

multiplied by the tax rate for 2013 to determine the value of the credit.  If the credit is 

less than zero, then the credit is zero.   

 

Step 3. To calculate the tax liability, the 2013 homestead exemption is subtracted from 

the 2013 assessed value and then multiplied by the tax rate.  The credit is then subtracted 

to arrive at the tax liability. 

 

The 10 percent cap does not apply in the first tax year after a home is bought in the District; 

those new homeowners receive only the Homestead Deduction in the first year.  Also, the 

taxable value of an individual property qualifying for the homestead deduction and assessment 

cap shall never fall below 40 percent of the current tax year’s estimated market value. 

 

The assessment cap, combined with the Homestead Deduction, means that most owner-occupied 

DC homes have a ―taxable assessment‖ — the taxable value of their residence to which the tax 

rate is applied — that is lower than their full estimated market value.  The DC Fiscal Policy 

Institute estimates that in 2011, the taxable assessment for the typical DC home was just 73 

percent of the home’s full estimated market value.
12

  In periods when property values are rising 

more than 10 percent, the 10 percent cap results in tax bills increasing more slowly than the 

home’s value.  In periods when property values are rising slowly, a homeowner’s tax bill may 

rise faster than their home’s assessed value, if the home’s taxable assessment is well below its 

full assessment.   

 

According to the District’s tax expenditure budget, in 2011 there were 95,291 owner-occupied 

residences in the District of Columbia benefitting from the assessment cap program costing the 

District government an estimated $28.4 million in foregone property tax revenues.
13

  In addition 

to costing the District property tax revenues foregone because of the cap, the assessment cap 

program also creates equity problems with the property tax because property values grow at 

different rates across neighborhoods and because new homeowners pay property taxes on the full 

estimated market value while those who live in their homes for long periods will be paying 

property taxes on only a fraction of the full estimated market value.   

 

Senior Citizen and Persons with Disabilities Credit: Senior citizens, aged 65 years or older, and 

persons with disabilities qualify for a 50 percent reduction in the property tax liability on their 

owner-occupied home, provided that their total household adjusted gross income is less than 

$100,000 – recently increased to $125,000.  Taxpayers must file an application for the credit 

with the Office of Tax and Revenue annually.   

 

Montgomery County offers a real property Senior Tax Credit equal to 25 percent of the 

taxpayer’s combined State Homeowner’s Tax Credit and the county’s supplement to that tax 

credit.  Alexandria, Arlington and Fairfax Counties provide full or partial real property tax 

exemptions for low- and moderate-income senior citizens and those who are permanently 

disabled.  The amount of the exemption depends on the household’s gross income and there are 

asset limits for eligible households. 

                                                        
12 DCFPI analysis of DC Office of Tax & Revenue data. 

13 District of Columbia 2012 Tax Expenditure Report, Office of Revenue Analysis, p. 238. 
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In 2011, there were 18,320 properties in the District qualifying for this property tax credit 

costing the District government more than $14 million in foregone property tax revenues in  

FY2012.  A number of issues surround the senior citizen tax credit: 

 

 the income ceiling of $100,000 has not been increased since the inception of the program 

more than 20 years ago;
14

 

 it is administratively difficult to comply with since applications have to be filed by 

February while one may not know their taxable income (and therefore their eligibility for 

the program) until May or later; 

 it creates horizontal inequities because two property owners with identical properties may 

pay significantly different property taxes depending on their age and income; and 

 some question the efficacy of using age as a proxy for need. 

 

4. Deferrals 

 

The final property tax relief mechanism is a deferral of property tax liabilities.  These programs 

recognize that the base of the property tax is the asset value of real estate, while the property tax 

liability has to be paid out of current income.  The District has two property tax deferral 

programs: 

 

 low-income homeowners can defer the increase in their real property tax liability from 

the prior year on their principal residence if their household income is less than $50,000.  

They have to pay 8 percent interest annually on the deferred balance and the total amount 

deferred, including accrued interest, cannot exceed 25 percent of the assessed value of the 

property. 

 

 Low-income, senior citizen (65 or older) homeowners can defer any real property tax 

owed in a given tax year on their principal residence if their adjusted gross income is less 

than $50,000.  They are required to pay interest on the deferred taxes at not more than 8 

percent per year and deferred taxes and accrued interest cannot exceed 25 percent of the 

assessed value of the property. 

 

According to the 2012 Tax Expenditure Report, these two deferral programs result in $3.6 

million in property tax revenues being deferred in FY2012.  This is significantly less than the 

nearly $43 million in foregone property tax revenues for the two credit programs described 

above.  It seems that homeowners prefer to get a grant, reduction in property tax liabilities, rather 

than a loan through a deferral program 

 

Finally, there are two programs that are spatially focused.  That is, the programs are designed to 

promote economic development and homeownership in development and enterprise zones.  One 

program, Economic Development Zone Incentives, has been in effect since 1988 and the other, 

Homeowners in Enterprise Zones has been in effect since 2002. Neither program has any 

                                                        
14 If the income ceiling had been indexed to inflation since the program began in 1986 the income ceiling in 
2010 would have been $218,000.  Statistical Abstract of the US, Table 727, Consumer Price Index of All Urban 
Consumers. 
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participants/beneficiaries in 2012, or is forecast to have any program participants/beneficiaries 

through 2015. 
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Cumulative Consequences Across Taxpayers of Property Tax Expenditures in the District 

 

Property tax expenditures result from legislative action bestowing preferential treatment on 

individual properties.  Some properties receive preferential treatment if they apply for exemption 

from paying property taxes or an abatement of some or all of their property tax liability.  Juffras 

argued that tax expenditures are like entitlements -- there is no annual review of individual 

programs as part of the normal budget process so that the preferential treatment is essentially 

open-ended. 

 

Property tax relief is often granted in an ad hoc fashion as interest groups, or elected officials 

responding to concerns expressed by their constituents, petition for preferential treatment.  The 

purpose of this section is to step back and look at the cumulative consequences across taxpayers 

of the administration of the property tax and preferential treatment granted to various 

stakeholders in the community over time. 

 

There are two ways to illustrate the cumulative consequences across taxpayers of property tax 

expenditures: 

 

3) Examine differences in effective property tax rates across different property categories or 

characteristics of the owner; and 

 

4) Examine, through an equal yield analysis, the implications for the distribution of property 

tax liabilities across land use types. 

 

Differences in Effective Tax Rates 

 

While generally well intentioned, property tax relief has unintended consequences.  Specifically, 

the combination of all the tax relief and their interaction with each other results in a large number 

of homesteads having low effective tax rates.  As a result of these tax relief measures, there are 

substantial differences in effective tax rates within and across taxpayers.  Such differentials 

undermine the uniformity of the tax thereby compromising the equity, efficiency and 

transparency of the property tax. 

 

The figure below reports the cumulative impact of the mosaic of property tax relief mechanisms 

in the District of Columbia on effective tax rates by taxpayer type.  For example, homeowners 65 

years of age or older pay a median effective property tax rate of 0.23 percent.  Non-elderly 

homeowners in the District who receive the homestead deduction pay a median effective 

property tax rate of approximately 0.63 percent, while non-homestead residential property and 

multi-family residential property pay a median effective tax rate of 0.85 percent.  In other words, 

non-elderly homeowners pay an effective property tax rate 274 percent of that paid by elderly 

homeowners and about 75 percent of the rate paid by non-homestead residential and multi-

family properties. 
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Effective Tax Rate: Median by Taxpayer Type
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In addition to significant variation in effective tax rates across taxpayer groups, there is also 

significant variation within each group.  For example, for nearly 18,000 elderly tax payers the 

median ratio is 0.23 percent but the range is from a low of 0.07 percent to a high of 0.85 percent 

– a twelvefold difference.  Similarly, for nearly 75,000 non-elderly homestead properties, 

effective tax rates range from a low of 0.09 percent to a high of 0.93 percent – a tenfold 

difference.
15

 

 
Such variation in effective property tax rates, both within and across taxpayers, creates 

significant inequities across properties and taxpayers which undermine the fairness, efficiency 

and transparency of the real property tax. 

 

Distribution of Property Tax Liabilities Across Taxpayers 

 

If the real property tax base is broadened by reducing or eliminating some real property tax 

expenditures it would be possible to reduce the property tax rate and continue to collect the same 

amount of tax revenue.  This approach would redistribute the property tax burden across 

different tax payers.  Thus, the cumulative consequences for who pays the property tax can be 

explored by an equal yield analysis that reports the distribution of property tax liabilities under 

different scenarios.  For example, Table 9 reports the results of two alternative scenarios: 

 

1. Scenario 1 reports the distribution of property tax liabilities under the current system of 

property taxes in the District; and 

                                                        
15

 Generally speaking, the only reason for a residential property to have an effective tax rate higher than  0.85 is for 

that property to be taxed at the commercial rate of 1.65/1.85, the vacant rate 5.00 or the blighted rate 10.00 for half 

of the tax year.  This means, there was probably tax class changes taking place for some properties. These situations 

are anomalies and affect few properties.   
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2. Scenario 2 reports the distribution of property tax liabilities under the assumption that 

there are no property tax relief mechanisms, or classification, available to currently 

taxable property in the District. 

 

An equal yield analysis assumes that the same amount of property tax revenue is raised in each 

scenario, but as the tax base is broadened and the equal yield tax rate is reduced the allocation of 

property tax liabilities varies across taxpayers.  In Table 9 the same amount of property tax 

revenues are collected under Scenario 1 and Scenario 2 -- $1.6 billion.  However, the distribution 

of tax liabilities varies significantly. 

 

Scenario 1 is the current situation and reflects the distribution of property tax liabilities with all 

the property tax relief programs in place.  Under this scenario, Class 1 properties, which account 

for 58.1 percent of assessed value in the District, pay just 34.6 percent of property tax liabilities.  

On the other hand, Class 2 properties, which account for 41.8 percent of assessed value, pay 64.6 

percent of property tax liabilities. 

 

Scenario 2 assumes that the same amount of revenue is collected -- $1.6 billion – but that there 

are no property tax relief mechanisms in place in the District, and no classification.  The equal 

yield tax rate is calculated by dividing property tax revenues by total assessed value.  This rate is 

then multiplied by the assessed value of each subgroup to determine what they would pay in 

property taxes if there were no property tax relief programs in the District.  Class 1 properties 

would pay 58.1 percent of property tax liabilities under this scenario and Class 2 properties 

would pay 41.8 percent.  Under this scenario the share of property taxes paid by each subgroup 

would be the same as its share of assessed value.  

 

Table 10 reports the results of two additional scenarios: 

 

3. Scenario 3 – Assume no property tax relief programs, or classification, and all exempt 

property is fully taxable except for properties owned by the federal government, the DC 

government and foreign governments; and 
 

4. Scenario 4 – The same as Scenario 3 except only 25 percent of the value of exempt 

properties is subject to property taxation. 
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Table 9 
Cumulative Consequences of Property Tax Expenditures, Distribution of Property Tax Liabilities 

Type Of  
Property 

Total 
Value 

Share 
of Total 
Value 

Prop Tax 
Liabilities 

Share Of 
PT 

Liabilities 
Prop Tax 
Liabilities 

Share Of 
PT 

Liabilities 

  (millions)   (millions)   (millions)   

      
Scenario 1: Current 

Scenario 2: Taxable w/o 
Relief 

Total Taxable $138,400 100.0% $1,607.52 100.0% $1,607.52 100.0% 

           

Class One $80,349 58.1% $556.92 34.6% $933.25 58.1% 

Residential/Single 
Family $65,197 47.1% $436.72 27.2% $757.27 47.1% 

      Homestead $43,599 31.5% $263.80 16.4% $506.40 31.5% 

            Non-
Seniors $37,200 26.9% $245.80 15.3% $432.08 26.9% 

            Seniors $6,399 4.6% $18.01 1.1% $74.32 4.6% 

     Non-
Homestead $21,598 15.6% $172.92 10.8% $250.86 15.6% 

Residential/ 
Multifamily $15,152 10.9% $120.19 7.5% $175.99 10.9% 

Class Two $57,822 41.8% $1,038.28 64.6% $671.60 41.8% 

Large Office 
Buildings $38,378 27.7% $699.28 43.5% $445.76 27.7% 

Hotels/Motels $4,394 3.2% $80.30 5.0% $51.03 3.2% 

Other 
Commercial $15,051 10.9% $258.70 16.1% $174.81 10.9% 

Class Three $155 0.1% $6.00 0.4% $1.80 0.1% 

Class Four $74 0.1% $6.32 0.4% $0.86 0.1% 

 

 

Scenarios 3 and 4 provide an equal yield analysis of how bringing tax exempt properties into the 

property tax base would affect the distribution of property tax liabilities across taxpayers.  
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Table 10 
Distribution of Property Tax Liabilities by Type of Property for Two Alternative Scenarios 

Type Of  
Property 

Total 
Assessed 

Value 

Share 
of Total 
Value 

Prop Tax 
Liabilities 

Share Of 
PT 

Liabilities 
Prop Tax 
Liabilities 

Share Of 
PT 

Liabilities 

      

Scenario 3: 
Everything Taxable 
Except Fed, Foreign 

and DC Property 

Scenario 4: Same 
as Scenario 3 

Except 25% Exempt 
Property Taxable 

Total Taxable $138,400 100.0% $1,373 85.4% $1,541.6 95.9% 

           

Class One $80,349 58.1% $797 49.6% $895.0 55.7% 

Residential/Single 
Family $65,197 47.1% $647 40.2% $726.2 45.2% 

      Homestead $43,599 31.5% $432 26.9% $485.6 30.2% 

            Non-Seniors $37,200 26.9% $369 22.9% $414.4 25.8% 

            Seniors $6,399 4.6% $63 3.9% $71.3 4.4% 

     Non-Homestead $21,598 15.6% $214 13.3% $240.6 15.0% 

Residential/ 
Multifamily $15,152 10.9% $150 9.3% $168.8 10.5% 

Class Two $57,822 41.8% $574 35.7% $644.1 40.1% 

Large Office Buildings $38,378 27.7% $381 23.7% $427.5 26.6% 

Hotels/Motels $4,394 3.2% $44 2.7% $48.9 3.0% 

Other Commercial $15,051 10.9% $149 9.3% $167.6 10.4% 

Class Three $155 0.1% $2 0.1% $1.7 0.1% 

Class Four $74 0.1% $1 0.0% $0.8 0.1% 

           

Total Exempt $83,373 100.0% $235 14.6% $65.9 4.1% 

Total US/DC 
Government $56,952 68.3%     

   United States $44,958 53.9%     

   District of Columbia $11,994 14.4%     

         

Total Non-US/DC  
Exempt $26,421 31.7% $235 14.6% $65.9 4.1% 

Low Income Tax 
 Exempt $669 0.8% $7 0.4% $1.9 0.1% 

   Religious $3,463 4.2% $34 2.1% $9.6 0.6% 

   Educational $5,681 6.8% $56 3.5% $15.8 1.0% 

   Charitable $977 1.2% $10 0.6% $2.7 0.2% 

   Hospitals $714 0.9% $7 0.4% $2.0 0.1% 

   Foreign 
Governments $2,752 3.3%        
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Scenario 3 includes all currently exempt property in the taxable base, except for property owned 

by the federal government, the DC government and foreign governments.  Because the federal 

government owns the vast majority of currently exempt property, the share of property tax 

liabilities under this scenario paid by currently exempt properties is just 14.6 percent.  The 

Miscellaneous category would pay 3.7 percent of tax liabilities, followed by educational 

organizations (3.5 percent), Mix Tax Types (2.6 percent), and religious organizations (2.1 

percent).  Current taxable property would pay 85.4 percent of total property tax liabilities under 

this scenario with Class 1 properties paying 49.6 percent and Class 2 properties paying 35.7 

percent. 

 

Scenario  is the same as Scenario 4, except the property tax would apply to just 25 percent of the 

estimated market value of the currently exempt property included in the tax base, not the full 

estimated market value as in Scenario .  The share of property tax liabilities paid by currently 

exempt properties would fall to just 4.1 percent.  Properties in the Miscellaneous and Educational 

categories would each pay 1 percent of total property tax liabilities under this scenario.  

Currently taxable properties would pay 95.9 percent of total property tax liabilities, with Class 1 

paying 55.7 percent and Class 2 paying 40.1 percent.  Seniors would pay 4.4 percent of total 

property tax liabilities under this scenario, compared with 1.1 percent under the property tax 

system as currently administered.  Similarly, homestead properties would pay 30.2 percent of 

property taxes under this scenario, compared with 16.4 under the current system.  Alternatively, 

large office buildings would pay 26.6 percent of property tax liabilities under this scenario, 

compared with 43.5 percent under the current system. 

 

     Cemeteries $305 0.4% $3 0.2% $0.9 0.1% 

   Miscellaneous $5,966 7.2% $59 3.7% $16.6 1.0% 

WMATA $557 0.7% $6 0.3% $1.6 0.1% 

Partially Exempt (HP) $1 0.0% $0 0.0% $0.0 0.0% 

Tax Abatement $3 0.0% $0 0.0% $0.0 0.0% 

Mixed Tax Types $4,253 5.1% $42 2.6% $11.8 0.7% 

Condos $1,081 1.3% $11 0.7% $3.0 0.2% 

Total Taxable &  
Exempt 2/3/ $221,773  $1,608 100.0% $1,607.5 100.0% 
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Policy Options 

 

 

Policy Option 1: Improve D.C. Property Tax Expenditure Oversight 

 

The District’s tax expenditure report provides information for elected officials and citizens 

generally about the cost of various programs providing preferential treatment to some taxpayers 

by exempting them from paying the property tax.  Once in place these programs are not reviewed 

and their costs in terms of foregone revenue are not considered annually as part of the budget 

process.  The Great Recession has provided lawmakers to evaluate the cost and effectiveness of a 

variety of tax expenditures in a search for more revenue. [White, 2010]  In fact, in 2011, fifteen 

states cut down on tax expenditures. [Setze, 2011] 

 

In an effort to improve transparency in the system, the oversight of property tax expenditures 

should be strengthened by 

 

• Implementing a systematic performance review system so that each program is 

reexamined at least every 10 years; 

• Requiring sunset provisions for each program after 10 years, with renewal subject to the 

findings of the systematic performance review process; 

• Examining tax expenditure design with a focus on issues related to 

iv. The form of the relief -- deductions, exemptions or credits 

v. The eligibility for relief -- income ceilings, other characteristics 

vi. Outcome measures and claw back provisions 

• Including tax expenditures in budget/appropriations process and include them as part of 

budget targets and caps so they get the same vetting as direct expenditures; 

• Tax expenditures and direct spending programs should be linked in the budget analysis 

because they are functionally substitutes; and 

• Increasing involvement/oversight by authorizing committees.   

 

 

Policy Option 2: Reduce Exempt Property Tax Expenditures 

 

A separate report on exempt property was prepared and presented to the Commission.  It 

includes a number of policy options most of which are designed to improve the equity, efficiency 

and transparency of the property tax system in the District.  These policy options include 

 

1.  No change in the current system of real property tax exemptions. 

 

2.  Establish clear criteria for granting property tax exemptions and periodically and 

systematically review exemptions and abatements to see if they still benefit the residents 

of the District of Columbia 

 

3. Limit the value of real property exempt from taxation for individual properties. 
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4.  Reevaluate using property tax exemptions to promote low-income housing. 

 

5. Develop a traditional PILOT program along the lines of the program in Boston which has 

been characterized as ―best practices.‖ 

 

6. Phase in the elimination of exemption from property taxation for selected categories of 

current exempt property. 

 

Policy Option 3: Improve D.C. Property Tax Abatement Oversight – An Ex Post Analysis of 

Benefits for District Residents 

 

The District has put in place procedures designed to improve the process of granting 

discretionary tax abatements.  Before the Council approves a tax abatement the OCFO prepares  

 

 a fiscal impact analysis which estimates the property tax revenues foregone as a result of 

the tax abatement; and  

 a front end financial analysis of the project to estimate whether or not the tax abatement 

is necessary for the project to be economically viable. 

 

In addition, funding for the tax abatement must be found in the budget, either by increasing 

revenues or reducing other spending to offset the foregone revenues from the tax abatement. 

 

The District should institute an ex post analysis of the project receiving the abatement to 

determine if the economic benefits for the citizens of the District attributed to the project are 

actually realized either by conducting 

 

3) a cost-benefit analysis including analysis of fiscal, labor market, economic and social 

effects of the abatement; or 

4) an economic impact analysis of the direct and indirect effects of a new project. 

 

A cost-benefit analysis would provide the most comprehensive approach for conducting an ex 

post analysis of the impact of an abatement as recommended by the PEW Center on the States. 

 

Policy Option 4: Reduce Property Tax Abatement Expenditures – Limit the Number or Total 

Value of Abatements 

 

Tax abatements are not part of the annual budget or appropriations processes like direct 

expenditures.  Requests for abatements come to the Council in an ad hoc manner over time and 

are responded to on an individual basis.  In order to consider the cumulative impact of tax 

abatements on the District’s budget there should be annual limits placed on property tax revenues 

foregone annually as a result of tax abatements approved and funded.  This will force decision 

makers to consider the tradeoffs involved and, as a result, be more selective in their decisions to 

approve tax abatements.
16

 

                                                        
16 Current real property tax abatements total approximately $40 million in foregone property tax revenues.  Total 

real property tax collections total $1.8 billion in FY2012, while the Homestead Deduction costs the District $55 

million in foregone revenues in FY2012, the assessment increase cap costs D.C. about $28 million in foregone 
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Policy Option 5: Improve D.C. Property Tax Abatement Selection Process – Adopt Criteria for 

Granting Tax Abatements 

 

Currently, the primary criteria for granting a tax abatement in the District is linked to the 

outcome of the ―but for‖ financial analysis prepared by the OCFO before the Council votes on a 

proposed tax abatement.  Wassmer [2009] proposes economic decision criteria for determining 

when an abatement should be granted.  His proposed decision framework involves a four-step 

sequential question process:
17

 

 

Question 1: With a significantly high probability, can the business asking for the abatement 

legitimately locate elsewhere? 

 

 Answer Yes – Go to Question 2 

Answer No – Do not grant abatement. 

 

Question 2: Is the profitability of the business asking for the abatement likely to be higher in the 

possible alternative location(s) if your jurisdiction offers abatement and the other location(s) do 

the same? 

 

Answer Yes – Do not grant the abatement 

Answer No – Go to Question 3. 

 

Question 3: Is the offering of the abatement to this firm expected to generate greater or less 

fiscal stress in your jurisdiction?  That is, will the foreseeable revenues that come from this 

project after abatement be greater than the anticipated increase in expenditures due to it locating, 

or remaining, in your jurisdiction? 

 

Answer less fiscal stress -- Grant the abatement 

Answer greater fiscal stress -- Go to Question 4. 

 

Question 4: Is the cost of the increased fiscal stress generated in your jurisdiction by offering the 

abatement and getting the firm to locate there more than offset by other tangible benefits offered 

by the firm (e.g. jobs for residents, attraction of other tax paying firms, and revitalization of a 

neighborhood)?  To answer this question the decision maker must necessarily put a dollar value 

on these additional tangible benefits. 

 

Answer Yes – Grant the abatement 

Answer No – Do not grant the abatement. 

 

In the final analysis there are reasonable arguments for and against the granting of tax 

abatements.  The recommendations above will help improve transparency in that process and 

                                                                                                                                                                                   
property tax revenues and the exemption for educational institutions costs the District $102 million in foregone 

revenues according to estimates in the 2012 Tax Expenditure Report.   
17 Wassmer [2009, 252-3] 
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possibly curtail to some extent the granting of tax abatements.  Summary of reform proposals 

include: 

 

1) Make more selective use of tax abatements; 

2) Provide more transparency concerning the type, number and amount of tax abatements; 

3) Mandated cost-benefit, or economic, assessment of each abatement;  

4) Use of claw backs to better ensure promised social benefits from tax abatements are 

realized; 

5) Restriction of abatement to only the most mobile businesses.
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Appendix 1 

Abatements in the DC Official Code 

 

Prepared by Victoria Nambwaayo  

Research Assistant 

District of Columbia Tax Revision Commission 

 

 

§ 47-857.01. Tax abatements for new residential developments -- Definitions  

§ 47-857.02. Same -- Requirements for tax abatements for new residential developments  

§ 47-857.03. Same -- Tax abatement for all new housing projects downtown  

§ 47-857.04. Same -- Tax abatement for all new housing projects in Housing Priority Area A 

§ 47-857.05. Same -- Tax abatement for new, mixed-income housing projects downtown  

§ 47-857.06. Same -- Tax abatement for new, mixed-income housing projects in Housing 

Priority Area A  

§ 47-857.07. Same -- Tax abatement for new, mixed-income housing projects in higher-cost and 

other qualified areas throughout the District of Columbia  

§ 47-857.08. Same -- Tax abatement for new, very mixed-income housing projects in higher-cost 

and other qualified areas throughout the District of Columbia  

§ 47-857.09. Same -- Abatement caps  

§ 47-857.09a. Tax abatements for new residential developments -- Notice and appeal rights 

§ 47-857.11. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Definitions  

§ 47-857.12. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Requirements for tax abatement 

§ 47-857.13. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Application and certification of eligibility  

§ 47-857.14. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Annual reporting  

§ 47-857.15. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Abatement caps  

§ 47-857.16. Tax abatements for nonprofit organizations locating in emerging commercial 

neighborhoods -- Rules  

§ 47-858.01. Tax abatements for homeowners in enterprise zones -- Definitions  

§ 47-858.02. Same -- Requirements for tax abatement  

§ 47-858.03. Same -- Tax abatement for substantial rehabilitation of single-family residential 

property in an enterprise zone 

§ 47-858.05. Same -- Applicability date; Mayoral certification; computation of abatement  

§ 47-859.01. Tax abatements for new residential developments in NoMA -- Definitions  

§ 47-859.02. Tax abatements for new residential developments -- Requirements for tax 

abatements for new residential developments  

§ 47-859.03. Tax abatements for new residential developments -- Tax abatement for all new 

housing projects in NoMA  

§ 47-859.04. Tax abatements for new residential developments -- Abatement caps 

§ 47-859.04a. Tax abatements for new residential developments -- Notice and appeal rights  

§ 47-859.05. Tax abatements for new residential developments -- Rules  
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§ 47-811.03. Real property tax abatement for certain commercial properties  

§Section 47-4602. Tax credit to CareFirst for wages to qualified employees; sales tax exemption 

for construction 

§Section 47-4606.  Brentwood Retail Center, 1060 Brentwood Road, N.E.; lot 57, square 3848 

§Section 47-4610. Georgia Commons; Lots 848 and 849, Square 2906 

§Section 47-4612. Constitution Square development project tax abatements 

§Section 47-4615. Abatement of real property taxes for National Public Radio, Inc. 

§Section 47-4618. Eckington One Residential Project tax exemptions 

§Section 47-4619. Abatement of real property taxes for the temporary Walker Jones/Northwest 

One Unity Health Center 

§Section 47-4621. Gateway Market Center and Residences, 1240-1248 4th Street, N.E., Lots 5, 

800, 802, and 809, and Parcels 129/9 and 129/32, Square 3587 real property tax 

abatement and sales tax exemption 

§Section 47-4624. The Urban Institute -10-year real property tax abatement 

§Section 47-4625. Kelsey Gardens redevelopment project 

§Section 47-4630. Tax abatements for high technology commercial real estate database and 

service providers 

§Section 47-4635. UNCF-10-year real property tax abatement. [Not funded] 

§Section 47-4636. First Congregational United Church of Christ property tax abatement 

§Section 47-4637. The Pew Charitable Trusts-30-year limited real property tax abatement 

§Section 47-4648. Abatement of real property taxes for 2 M Street, N.E. 

§Section 47-4649. Abatement of real property taxes for 4427 Hayes Street, N.E. 

§Section 47-4652. Abatement of real property taxes for Adams Morgan Hotel 

 

 


