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MEMORANDUM

TO: The Honorable Vincent C. Gray

Chairman, Council of the District of Columbia

FROM: Natwar M. Gandfi A
Chief Financial Officer

DATE: November 10,2010

SUBJECT: Fiscal Impact Statement - “Israel Baptist Church Senior Residential
Rental Project Property Tax Exemption and Equitable Real Property
Relief Act 0f 2010”

REFERENCE: Bill Number 18-696, As Introduced

Conclusion

Funds are not sufficient in the FY 2011 through FY 2014 budget and financial plan to implement the
provisions of the proposed legislation. Implementation of the proposed legislation is estimated to
reduce property tax collections by $209,982 in FY 2011 and $875,574 over the four-year financial
plan period.

Background

The proposed legislation would exempt the real properties located at Lots 31, 33, 34, and 35 of
Square 39391 and owned by Israel Baptist Church, or by an entity controlled, directly or indirectly,
by Israel Manor, Inc., from real property taxation so long as the real properties continued to be
owned by any of these entities and not used for commercial purposes.2 It also would forgive all real
property taxes and related charges assessed against these properties and refund any payments
made for the period beginning tax year 2006.3

1 The lots and square are not currently specified in the legislation, but Council has confirmed these are the
correct lots and square. These lots and square are to be added in a future draft.

2 In conversations with Council staff and others about this bill, it was mentioned that the intent is to exempt
these properties for 40 years. However, this was never confirmed.

3 Current language in the bill specifies that taxes would be forgiven starting January 1, 2006 but, based on
conversation with Council staff, the actual intent is to forgive taxes starting tax year 2006. This language is to
be corrected in a future draft.
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Currently, all of these lots are vacant land and all but Lot 33, which is currently a vacant parking lot,
are classified as residential property. Israel Baptist is planning to build a 42,000 square foot three-
story building on the lots, as well as a parking lot. Current plans suggest that construction would
start in spring 2011, and take one year. Once completed, the first two floors of the building will be
used by Unity Health Care to provide medical services;* the third floor will be a multi-purpose
space with a basketball court and community center.

Financial Plan Impact

Funds are not sufficient in the FY 2011 through FY 2014 budget and financial plan to implement the
provisions of the proposed legislation. Implementation of the proposed legislation is estimated to
reduce property tax collections by $209,982 in FY 2011 and $875,574 over the four-year financial
plan period.

Estimated Negative Fiscal Impact
FY 2011 -FY 2014

FY2011 | FY2012 FY 2013 FY 2014 Four-Year
Total

Past Property Taxes
Forgiven/Refund $203,760 $0 $0 $0 $203,760
(2006-2010)
Foregone $6,222 |  $131,460 $262,602 $271,530 $671,814
Property Tax
Net Negative $209,982 | $131,460 | $262,602 $271,530 $875,574
Fiscal Impact
*Assumptions:

e Project is completed in April 2012. As such, the properties are taxed at their current assessed value
and tax rate (residential or commercial) for half of FY 2012 and at the new assessed value and new
tax rate (all commercial) for the other half.

e Growth in assessed property value is based on the growth used in the OCFO’s revenue estimates.

In addition, because the real property tax exemption would be in effect as long as ownership did
not change, the proposed legislation would have a fiscal impact beyond the financial plan period.
For instance, between FY 2015 and FY 2034, the proposed legislation is estimated to reduce
property tax collections by an additional $6.7 million.

Estimated Negative Fiscal Impact:
FY 2015 - FY 2034
FY 2015 $276,961
FY 2016 $282,500
FY 2017 $288,150
FY 2018 $293,913
FY 2019 $299,791
FY 2020 $305,787
FY 2021 $311,903
FY 2022 $318,141

4 According to the developers, a letter of intent has been signed and the lease will be executed within 30 days.
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Estimated Negative Fiscal Impact:
FY 2015 - FY 2034
FY 2023 $324,504
FY 2024 $330,994
FY 2025 $337,614
FY 2026 $344,366
FY 2027 $351,253
FY 2028 $358,278
FY 2029 $365,444
FY 2030 $372,753
FY 2031 $380,208
FY 2032 $387,812
FY 2033 $395,568
FY 2034 $403,479
Total $6,729,416
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