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What are Affordable Housing Tax Abatements? 

 

Affordable Housing Tax Abatements occur when the District of Columbia forgives all or some portion of 

residential real property tax on housing for a period of time in exchange for the owner making some or all of 

that housing affordable to households with incomes below agreed upon   levels. Property tax is a significant 

part of operating cost for affordable housing. If forgiven it could reduce operating costs (see example below) 

by $100 or more per month per unit.i   As a result an affordable housing provider could lower rents by that 

amount or could assume more private debt and reduce the amount of upfront development finance assistance 

requested from the District of Columbia’s affordable housing finance programs such as the Housing Production 

Trust Fund. 

 

Typically, tax abatements granted for affordable housing are for a fixed period of time or for the life of the 

building, so long as the terms and conditions of affordability are met. 

 

Background on Tax Abatements for Housing 

 

Under current District law, certain types of affordable rental housing are already exempted from real property 

taxation. These include housing owned and operated by a “public charity,” which is typically housing 

accompanied by supportive services for residents with disabilities or other special needs. Multi-family rental 

housing assisted through a federal U.S. Department of Housing and Urban Development program and owned 

by a non-profit is also eligible for a tax exemption. Other affordable rental housing, even if owned by a non-

profit, is ordinarily not tax exempt and must bear the full burden of real property taxation. However, 

beginning in fiscal year 2013, properties owned by nonprofits that are financed with the federal Low Income 

Housing Tax Credit Program are exempted from property tax and recordation tax during the time the property 

is being developed for or being used as affordable housing subject to restrictive covenants governing income. 

This provision was enacted by the DC Council to relieve nonprofits of tax burdens imposed because the Low 

Income Housing Tax Credit program mandates that there be a for-profit general partner involved with the 

property for the life of the credits.  

 

Tax abatements can be a useful tool for affordable housing development and operation. 

However, the District has used, with the exception now of nonprofit owned tax credit projects, a piecemeal 

approach to awarding these abatements which lacks criteria for awards and a rigorous and transparent 

evaluation of whether the project need and public benefits gained merit the abatement. This has allowed a 

number of developers of market rate housing with small set asides of affordable units to seek property tax 

abatements, some even after their projects have been completed. To address this lack of transparency and 

accountability, the DC Council enacted the Tax Abatement Financial Analysis Requirements Act of 2013.  This 

requires a tax abatement financial analysis spelling out the terms of the exemption or abatement, estimated 

annual value thereof, the purpose for which the grantee seeks the exemption or abatement and a summary of 

proposed community benefits to be provided.  For housing developments the analysis must specify the number 

of affordable housing units to be developed; the level of Area Median Income for which the units will be 

affordable in addition to other factors which are to be used in evaluating the public benefit of the exemption or 

abatement.  The budgetary process for granting tax abatements that are not otherwise prescribed by law is 

cumbersome and inefficient. Before a tax abatement not currently provided for in law can be approved by the 

DC Council, a fiscal impact statement is required from the District’s Chief Financial Officer (CFO) certifying the 
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potential loss of revenue from forgone taxes. Unless the mayor has already included the proposed abatement 

in his budget submission to the Council, however, the abatement cannot be granted until new revenues or 

reduced spending is identified to offset the projected revenue loss. At times this leads to questionable shifts in 

funding for abatements with limited public benefits, while significant delays can occur in granting tax relief for 

affordable housing projects where abatements are clearly warranted.  

 

 Recommendations 

 

The District should set aside a capped amount in the budget each year for property tax abatements for 

affordable housing. In determining the use of these funds, the District should: 

 

 Provide guidelines on when abatements will be permitted and how public benefits will be 

measured. 

 

 Delegate administration of affordable housing abatements to the Department of Housing and 

Community Development, requiring the agency to determine the amount of abatement needed 

to finance the development and/or operation of affordable housing projects that are granted 

abatements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

i Example: assume a renovated or new rental property has an assessed value of $140,000 per unit.  Applying the 

residential property tax rate of $.85 per $100, annual property tax would total $1,190 or approximately $100 per month. 


