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Development Tax Credit Policy Options

Today’s
Agenda

Agenda

Enterprise Zone (EZ) Tax Credit

(45 mins)

Proposal on Tax Credit Economics

(75 mins)
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Homestead Tax Credit

Workgroup
Schedule

Agenda

Targeted Homeowners Tax Credit

State Homeowners Tax Credit / City Supplemental

Homeowner Protection Tax Credits

Development Tax Credits

March 26

April 30

June 11

July 30

Newly Constructed Tax Credit

High-Performance Market-Rate Rental Housing Tax Credit

Historic (CHAP) Tax Credit

Enterprise Zone (EZ) Tax Credit

Brownfields Tax Credit

Aug 27

Sept 26

Oct 22

Dec 12

Intro to Development Tax Credits

6Jan TBD



Enterprise Zone Tax Credit

Background



Enterprise Zone Tax Credit
Background

Warehousing

Hart Industries WarehouseAmazon Fulfillment Center
2010 Broening Highway 5350 Holabird Ave.

Fiscal 2019Fiscal 2016

Canton Industrial Area Canton Industrial Area



Enterprise Zone Tax Credit
Background

Self-Storage Facilities

Extra Space StorageStore-It-All-Baltimore
1018 S. Paca St. 707 S. Caton Ave.

Fiscal 2022Fiscal 2020

Carroll Camden Industrial Area Gwynns Falls



Enterprise Zone Tax Credit
Background

Hotels

Staybridge SuitesSagamore Pendry
2 East Read St.

17 Commerce St.

Fiscal 2019Fiscal 2018

DowntownFells Point



Enterprise Zone Tax Credit
Background

Grocery Stores

Sprouts MarketWhole Foods
711 S. Central Ave. 3800 Boston St.

Fiscal 2022Fiscal 2021

Harbor East
Canton



Enterprise Zone Tax Credit
Background

Retail

Remington RowPNC Bank / Dollar Tree
5960 Belair Rd. 2700 Remington Ave.

Fiscal 2022Fiscal 2017

Northeast Baltimore Remington
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To “focus local and State resources on the encouragement of economic

growth in economically distressed areas and employment of the chronically

unemployed in the State.”

Property must not be used for residential purposes.

Must be used in trade or business by a business entity.

Must be located in an Enterprise Zone.

Enterprise Zone Tax Credit - Basics

Background

Hotel Ulysses - Mount Vernon Lion Brothers Building - University of Maryland BioPark
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Any county may apply to obtain a designation of an area within the county.

Application must meet all stated requirements and be signed by the chief elected

officer of the political subdivision.

Applications are reviewed within 60 days by the State Department of Business

and Economic Development (DBED).

Approval by DBED Secretary serves as State approval.

Enterprise Zone Designation
Background

Enterprise Zone boundaries must satisfy State requirements on the makeup of

the population in or in proximity to the Enterprise Zone, for factors such as

unemployment, poverty, and population decline.
3

Enterprise Zone program incentives and initiatives shall be available for a

period of 10 years following the designation.

Business owner that qualifies for the credit may apply within 5 years after the

EZ has expired.



Enterprise Zones vs. Focus Areas 

Background

Enterprise Zone
Must satisfy one of the following criteria, for EZ or the proximity:

Rate of unemployment must be 150% of the average in either Maryland or U.S.

for the most recent 18-month period.

Proportion of poverty level incomes is at least 1.25 times the national proportion.

At least 70% of families have incomes that are less than 80% AMI for the political

subdivision.

Population in the area has declined by 10% since last census.

Focus Area
Must satisfy three of the following criteria, for EZ or the proximity:

Rate of unemployment must be 150% of the average in either Maryland

or U.S. for the most recent 18-month period.

Incidence of poverty must be 150% of the national average.

Crime rate is at least 150% of the political subdivision.

Incidence of sub-standard housing is 200% of U.S. standards.

Commercial property vacancy rate of 20% or more.

Eastern Animal Hospital - Bayview

Dutch Courage Gin Bar - Old Goucher
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Enterprise Zone -  Property Tax Benefits
Background

Extends term of tax credit from 10 to 13 years for any newly constructed

property providing both office and retail space that became eligible on or after

January 1, 2019, but before January 1, 2022.

Enterprise Zone

80% (Yr. 1-8), 70% (Yr 9), 60% (Yr 10), 50% (Yr 11), 40% (Yr 12), 30% (Yr 13)

Focus Area

80% for all thirteen years

3

Enterprise Zone

80% (Yr. 1-5), 70% (Yr 6), 60% (Yr 7), 50% (Yr 8), 40% (Yr 9), 30% (Yr 10)

Focus Area

80% for all ten years

Focus Area only

80% for all ten years
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Enterprise Zone -  Income Tax Benefits
Background

3

Business can claim a one-time $1,000 (EZ) or $1,500 (Focus Area) income tax

credit for eligible employees on their State income tax return.

Must have been hired after the business was located in the Enterprise Zone.

Must have been employed for at least 35 hours per week for six months (or 12

months in a Focus Area).

Must spend at least 50% of work time in the EZ.

Must have been hired to fill a new position.

Must earn at least 150% of the federal minimum wage.

Business tax credit is expanded from one to three years and at higher rates (up

to $4,500) for hiring an “economically disadvantaged employee,” defined as

an individual who was unemployed for at least 30 consecutive days and was

qualified to participate in training activities under the Workforce Innovation

and Opportunity Act (WIOA).



State-Wide Enterprise Zone Map

Background



Enterprise Zone Tax Credit:  State-wide Data

 History 

Of the State-wide total,

Baltimore City Enterprise Zones

make up:

21.7% of the size.

60.7% of the cost.

37.1% of the certified firms. 



Enterprise Zone Tax Credit

Baltimore’s Program



Enterprise Zone Map

Background

Baltimore City

Enterprise Zone

blue

Focus Area

green

Enterprise Zone:

Key business corridors including Belair

Rd, Harford Rd, York Rd, Falls Rd,

Reisterstown Rd, Liberty Ave, Edmondson

Ave, Eastern Ave

Focus Areas

Holabird-Orangeville

South Industrial

Carroll Camden Industrial

Central West

Jones Falls Area

Oldtown

City’s EZ and Focus Areas expire in June 2032 



Distribution of Enterprise Zone Tax Credit

Background

Properties by Neighborhood (2014 to 2024)

Top Ten Neighborhoods



Historical Trend: Enterprise Zone Tax Credit
 History 



Historical Trend: Enterprise Zone Tax Credit

 History 



Historical Trend: Enterprise Zone Tax Credit 
(w/out reimbursement)

 History 



Historical Trend: Enterprise Zone Tax Credit
(with reimbursement)

 History 



Historical Trend: Enterprise Zone Tax Credit
Personal Property

 History 



Enterprise Zone Tax Credit:  Example

Impact

Canton Industrial Area
5300 Holabird Avenue

Port 95 Industrial Park Warehouse



Policy Options:
Tax Credit Economics



Policy Options

Development Tax Credits:  Policy Options

Tax Credit Economics

Testing: Should the City run “but for” tests on certain projects to ensure that the
subsidy is needed for the project without providing excess returns? 

Length and Amount:  Should we have a consistent length and amount across all
tax credits, or should there be different terms based on the differing needs of each
sub-market?

Fixed vs. Declining:  Should tax credits have a fixed percentage for all years or a
declining amount each year?

Geography:  Should we draw boundaries to distinguish between neighborhoods
with different needs?



Policy Options

Development Tax Credits: Volume by Program
How Many Tax Credits Do We Grant Annually?



Policy Options

Development Tax Credits: Volume by Project Size
How Many Projects Have Exceeded a Project Cost of $1M or $5M?



High Impact;
>$5 million

All Other 
Applications

Policy Options

Proposal:  Two Tiers of Tax Credit Applications

SubsidyProcess

Using Fiscal 2024 Data as an Example

Independent

“But For Test”
Negotiated

Standardized

Tax Credit

Application

Standard

Terms

Type

Tier 2

Tier 1



Proposal:  Tier One - High Impact Projects
Policy Options

Why Do a “But For” Test?

How Would the “But For” Test Work?
Utilize a private independent firm with public finance expertise to

perform the analysis (MuniCap).

Analysis would include:

NPV calculation both with and without tax credit.

Reasonability of developer fees and return on equity requirements.

Benchmarking of comparable properties for rent, sale price, and

operating expenses.

Builds trust and credibility into the process for all parties including

developers, agencies, elected officials.

Provides more transparency to see how much public subsidy is

needed to make the project feasible.

The Jordan - Bolton Hill



“But For” Test:  Recent Downtown Project Example
Policy Options

MuniCap gathers financial information from the
developer.

NPV Analysis

MuniCap runs an NPV analysis both with and
without the tax credit.



“But For” Test:  Recent Downtown Project Example (cont.)
Policy Options

Benchmarking for Rent and Operating Expenses

This analysis ensures the project is not “under” counting revenue or
“over” counting expenses in order to accentuate the need for a subsidy.



Policy Options

Return on Cost Analysis

“Positive” cash flows include net operating
income and cash from sale transaction.

“Negative” cash flows include project costs
such as acquisition, building, and financing. 

Project does not pay out, assuming a required
15% return on equity requirement.

“But For” Test:  Recent Downtown Project Example (cont.)

Conclusion:  project needs a public subsidy
to be financially feasible.
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Payment in Lieu of Taxes

(PILOT)

Multi-Family:  Process for Affordable Housing vs. Market Rate
Background

3

Affordable Market-Rate
High-Performance Market

Rate Tax Credit

Board of Estimates By Right

Committee incl. Mayors Office, CP Office,

Law, Real Estate, HCD, Finance

Fiscal Integrity Office (Finance) for

compliance w/ rules only

4
Project Pro-Forma, rent rolls, debt service

coverage, with and w/out PILOT analysis
None

5 average of 5-10 projects average of 3-5 projects

range from $25k to $200k,

average of $50k
range from $150k to $2.5 million,

average of $500k
6

The subsidy for one market-rate project is on average 10x that of an affordable project,
yet we spend much more time scrutinizing affordable projects.



414 Light Street (Revisited) 
Policy Options

Even a subtle change in the tax credit percentages (10% less per year)
results in $3.1 million of additional tax revenue over 10 years.



Tax Credit Workgroup

Wrap-Up


