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September 27, 2018

Redis C. Floyd

Clerk of the Council

Prince George’s County Council
14741 Governor Oden Bowie Drive
Upper Marlboro, Maryland 20772

Dear Ms. Flovd:

On behalf of the Prince George'’s County Tax Credit Reform Commission (“The Commission”), I
write to submit the Commission’s Final Report.

As you are aware, the Commission consists of representatives from business groups, organized
labor and the public at-large — a true cross section of the residents of Prince George’s County, and
I applaud the work done and the time everyone committed to address the task at hand.

Since its creation, we have labored to delve deeply into the County's Tax Credits, both existing
and proposed. We worked hard to address the Council's questions. A majority of the Commission
reached a consensus that no new real property tax credits should be adopted, and none should be
expanded. The Commission feels strongly that the issue of tax credits must be viewed in terms of
the County's overall financial viability. It is our hope that the work done by the Commission will
enable us to stimulate a broader conversation about tax credits and the County's finances.

Sincerely,

Dr. Jacqueline L. Brown, Chair
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Prince George’s County Tax Credit Reform Commission Final Report

(September 2018)

The Prince George’s County Tax Credit Reform Commission (the “Commission”) was
established to review and analyze all existing and proposed tax credits in the County to determine
their effectiveness, utilization, and efficacy in the County and to recommend reform of tax credit
policy. The inaugural meeting of the Commission was held on April 9, 2018 and the Commission
subsequently held five additional meetings. A large portion of the meetings was devoted to
examining current tax credits, reviewing the tax credits that are not used, as well as, the effects of
these tax credits on the County’s financial condition. There are approximately 15 business tax
credits and 10 residential tax credits (Appendix A). A close analysis of all available tax credits
led the Commission to focus on the Homestead Property Tax Credit which limits the annual
increase in taxable assessment on owner-occupied residential properties to a fixed percentage; the
Homeowner’s Tax Credit that is available to all residential homeowners who have a combined
household income up to $60,000 and net assets that do not exceed $200,000; and the Revitalization
Tax Credit — Enterprise Zone which is used to encourage the expansion of existing businesses and
the attraction of new business and activity and jobs. These three tax credits equate to the lion’s

share of tax credits approved in Prince George’s County.

The total amount. of tax credits approved in the County in Fiscal Year (“FY™) 2018 is
estimated to be $62,947,598 (Appendix B). Of that sum the largest tax credit is the Homestead
Property Tax Credit which is $51,559,064, followed by the Homeowners Tax Credit which is
$7,274,096, and then the Revitalization Tax Credit — Enterprise Zone which is $1,733,655. As far
as the proposed tax credits, they are as follows: a tax credit for all public safety officials which is

estimated to cost between $2,447,500 - $3,187,500; a tax credit for elderly and veterans which is



estimated to cost $2.8 million (elderly individuals) and $13.7 million (veterans), each year, for five
years. There was also an interest to extend a tax credit to teachers in the Prince George’s County
Public Schools but the actual amount was not obtainable. The Commission had numerous
presentations by Linda Allen, a member of the Commission and the County’s Treasurer on the
County’s Tax Credit Programs and their financial impact. The Commission also heard a
presentation from our Economic Development Corporation on our tax credits used for financial
inducement and increasing economic development. The Commission also held a public hearing
on September 12, 2018 at the Prince George’s Community College to gain citizen input.
Unfortunately, only three people attended the public hearing which gave us no recommendations
or insight, but did allow the Commission to have an educational colloquy with those citizens in

attendance.

These presentations led to a very robust discussion that took a deeper dive in the whole
issue of tax credits and their purpose. One of the Commissioners posed three questions which
really stimulated the Commission’s discussion about our tax credit policy. The questions were as
follows: 1) what public or social policy are we trying to serve; 2) how does a property tax credit
address that policy; and 3) how much of a credit, if any, is needed to address this policy. These
questions in and of themselves gave the Commission a great pause in that we realized that the
County, which has limitations based on information derived from the Blue Ribbon Commission on
Addressing Prince George's County’s Structural Deficit report, circa January 2017, is being asked
to evaluate tax credits that we are not sure are affordable. This is further compounded by the impact
of Federal Tax Reform that was enacted at the beginning of this year on State income tax yields
and the distribution to Prince George’s County. The immediate impact of this analysis is that the

growth of income tax dollars received by the County will flatten and possibly even go down. In



the long run, flattening of the income tax yield curve could make it more difficult for the County

to (a) keep a balanced budget and; (b) invest in improving public services.

Based on the foregoing, the Commission as responsible citizens determined that the
answers were not provided to the three questions above that would support granting or increasing
property tax credits and an appropriate source of funds to pay for the tax credits was not available,

and therefore concluded that no recommendations for tax credits were feasible,

We recommend that the tax credits that are underutilized which include the Accessibility
Features, Arts & Entertainment District, Business Incubator, Conservation Land, Grocery Store
and Urban Agriculture tax credits, should be abolished, and that in its future considerations for
proposed property tax credits, the County Council should evaluate all such proposals against the

three questions outlined above. We unfortunately cannot make any further recommendations.

In summary, a majority of the Commission came to a consensus that, at this time, based on
the lack of justification available to us, the uncertainty of federal tax cuts, and concern over the
need for offsetting tax increases, we cannot recommend any proposed credits for any group to real

property taxes. Therefore, we humbly submit our conclusions for your consideration.
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