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Development Tax Credit Policy Options

Recap of Last Meeting Today’s
Agenda

Agenda

High-Performance Market-Rate Rental

Housing Tax Credit (HPMRRHTC)

(10 mins)

(60 mins)

(40 mins)
Proposal on Tax Credit Economics

4

Discussion:
How Should We Target The Multi-Family Market? (30 mins)

CHAP (Historic) Tax Credit / Rehabs
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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

Nov 26

Intro to Development Tax Credits

6Dec TBD
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Historic (CHAP) Tax Credit
What I Heard from the Workgroup

Some disagreement about how strict historic building design standards

should be to qualify for the tax credit, and the impact of those standards on

affordability.

Some confusion from Workgroup members about all of the different historic

districts and what they mean:  Federal Register, Local Designation, Heritage

Areas, and the (newly-proposed) Conservation Districts.

Recap

Questions for Short Discussion

Should the Historic District map drive the availability of tax credits for

rehabilitation of existing properties?  

How strict should the standard be for rehab projects, and who should

decide?
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Background
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HPMRRH Tax Credit
Background

Older Development Examples

Mount Vernon Downtown
10 Light Street520 Park Avenue

Fiscal 2016 Fiscal 2017

171 units 419 units
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HPMRRH Tax Credit
Background

Recent Development Examples - Downtown and Vicinity

Harbor EastFederal Hill
501 E. Cross Street 555 President Street

Fiscal 2022Fiscal 2020

Bainbridge Federal Hill Avalon 555 Apartments
224 units 400 units
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HPMRRH Tax Credit
Background

Recent Development Examples - Outside of Downtown

LauravilleRemington
2700 Remington Avenue 4801 Harford Road

Fiscal 2021Fiscal 2018

SoHa UnionRemington Row
109 units 16 units
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To “help grow Baltimore’s residential population in an environmentally safe

manner, by encouraging the construction or conversion of new high-

performance market-rate rental housing projects.”

Initial application must be filed within 30 days of the issuance of the first

construction permit.

Final application can be submitted after the occupancy permit has been

issued.

Property must be a newly constructed, converted, or wholly renovated multi-

family dwelling building.

Must contain 10 or more residential units.

Must contain no units that are subject to governmental restrictions on the

amount of rent charged or the tenant’s income level.

Must have construction or conversion costs exceeding $60,000 per unit.

Must achieve a minimum LEED Silver certification, the Baltimore City Green

building code 2-Green Star rating, or a comparable Maryland standard.
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HPMRRH Tax Credit - Basics

Background
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10-Year Tax Credit

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

Transferable to subsequent owners, for the remaining life of the credit.

New owner must file a transfer application.
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HPMRRH Tax Credit - Calculation

Background

Property may receive the Enterprise Zone Tax Credit on the commercial

portions of the multi-family structure.

HPMRRH Tax Credit does not apply if the project involves improvements

eligible under the CHAP program.

Difference between the pre-improvement value and the first post-

improvement Full Cash Value (FCV).

4
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HPMRRH Tax Credit - Two Versions

Background

“Targeted” HPMRRH Tax Credit
Adopted via CCB 13-0176 in Fiscal 2013.

The target area and boundaries were written into the Code with a

focus on Downtown neighborhoods.

15-year Tax Credit.

Sunset date in Fiscal 2018 (December 31, 2017).  No new

applications accepted.

“Citywide” HPMRRH Tax Credit

Adopted via CCB 14-0359 in Fiscal 2014.

No geographic limits; available City-wide.

10-year Tax Credit.

Program is still open, with a sunset date of December 31, 2027.

Nelson Kohl Apartments - Station North

The Woodberry - W. Cold Spring Lane
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Legislative History

Background 

2019 -  UNITS REQUIREMENT

Original legislation authorizing the “Targeted” HPMRRH Tax Credit.
2013 - TARGETED

2014 - CITYWIDE
Original legislation authorizing the “Citywide” HPMRRH Tax Credit.

2017 - EXTENSION 
Application deadline for the “Citywide” HPMRRH Tax Credit was extended to
2022 and the deadline for issuance of occupancy permit was extended to 2024.

Minimum number of apartment units needed for a project to qualify for HPMRRH
was reduced from 20 units to 10 units.

2021- EXTENSION
Application deadline for the “Citywide” HPMRRH Tax Credit was extended to
2027 and the deadline for issuance of occupancy permit was extended to 2029.

The Trinity - Little Italy

Peabody Walk Lofts - Charles Village

2016 - CALCULATION METHOD
Use first Full Cash Value (FCV) post-improvement to calculate tax credit.
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Has the HPMRRH Tax Credit Been Effective?

Background 

SINCE 2013  
50 NEW APARTMENT BUILDINGS

6,900+ NEW UNITS
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Distribution of High-Performance MRRH Tax Credit

Background

Units Created by Neighborhood (Fiscal 2014 to Fiscal 2024)
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Historical Trend: HPMRRH Tax Credit
 History 
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Historical Trend: HPMRRH Tax Credit
 History 

*There are some properties that are receiving an EZ credit which is included within this chart.
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Historical Trend: HPMRRH Tax Credit

 History 

Estimated Pipeline Projects
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HPMRRH Tax Credit Example:  414 Light

Impact

Inner Harbor
394 units

Fiscal 2019
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HPMRRH Tax Credit Calculation Issue:  111 W. Baltimore

Impact

Current law requires the tax credit to be calculated based on the first Full Cash
Value assessment after the improvement.

If the property assessment later declines, then the property owner ends up
paying less in taxes than they did pre-improvement (or even $0 overall).
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HPMRRH Tax Credit Calculation Issue:  111 W. Baltimore

Impact

A better approach would require both a “floor” and a “ceiling” on the
calculation.

This would ensure that the property taxes owed never fall below the pre-
improvement taxes, and that the credit doesn’t grow to capture normal market
appreciation beyond the original improvement.

In this example, the change would have generated an additional $1.5 million
over ten years.



Discussion:
How Should We Target The Multi-
Family Market Going Forward?
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Policy Options

Discussion: How Should we Target the Multi-Family Market Going Forward?

1 What is the current state of the multi-family market and what are the current barriers?

2

3 Is the HPMRRH Tax Credit the right tool going forward?  Do we need to alter or expand it?

What parts of the multi-family market should we be incenting?  Do we have the right economic tools

(tax credits, PILOTS, other) in place?



Policy Options:
Tax Credit Economics
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Policy Options

Development Tax Credits:  Policy Options

Tax Credit Economics

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?

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? 



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
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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.

Helps the City answer two fundamental questions:

Does the project require a public incentive to be feasible?

Does the amount of the public incentive provide a necessary but

not excess return?

Builds trust and credibility into the process for all parties.

The Jordan - Bolton Hill
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“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.
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“But For” Test:  Recent Downtown Project Example (cont.)
Policy Options

Benchmarking for Rent and Operating Expenses

This analysis ensures the the project is not “under” counting revenue or
“over” counting expenses in order to accentuate the need for a subsidy.
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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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HPMRRH Tax Credit Example:  414 Light (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.


