Government of the District of Columbia
Office of the Chief Financial Officer

Office of Tax and Revenue

TAX PRACTITIONER INSTITUTE
Office of General Counsel
January 12, 2021

COVID-19 Updates
What is OTR doing to assist taxpayers?
• We are changing our processes to better align with the
realities of a virtual workforce
• We have expanded payment options for taxpayers that
need more flexible payment terms
• We extended certain filing deadlines
• We are implementing statutory relief passed by the DC
Council
• We have offered additional relief, where allowed by law
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COVID-19 Updates
OTR is changing its processes to better align with the
realities of a virtual workforce.
• The acceptance of digital signatures
• The roll-out of a new, integrated real property tax system
that allows many functions to be done online
• The education of the public regarding the functionality of
the MyTax.DC.gov portal
• Reviewing OTR’s legal authority to send electronic notices
• Extended FOIA deadlines
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COVID-19 Updates
OTR has expanded payment options for
taxpayers that need more flexible payment
terms.
• Hardship options
• Extended payment plans
• No-penalty payment plans
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COVID-19 Updates
OTR is changing its processes to better align with
the realities of a virtual workforce (continued).
• OTR Tax Notices 2020-05 and 2020-07 COVID-19
Emergency Income and Franchise Tax Nexus
• OTR will not seek to impose corporation franchise tax or unincorporated business
franchise tax nexus solely on the basis of employees or property used to allow
employees to work from home (e.g., computers, computer equipment, or similar
property) temporarily located in the District during the period of the declared
public emergency and public health emergency plus an additional 90 days after
the Mayor declares an end to the public emergency and public health emergency.
https://otr.cfo.dc.gov/node/1494926
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Voluntary Disclosure
Agreements
State Tax Administrative Policy
• Integrity of the tax system
• Equity and uniformity between taxpayers
• Effectiveness of tax collection efforts
• Incentive for non-filers
• Income taxes are self-assessed
• Sales and use tax collection issues
• Program
• Statutory v. Informal programs
• Department policy to allow VDA programs
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Voluntary Disclosure
Agreements
• Statutory vs. administrative programs
• Agreements
• Lookback periods
• Limited
• Prospective only
• Flexible terms
• Penalty and interest waiver
• Signed Agreement
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Voluntary Disclosure
Agreements
Benefits and Detriments of a VDA Program –
Taxpayer Perspective
• Benefits
• Limit potential liability
• Penalty waiver
• Potential reduction of interest
• Confidentiality
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Voluntary Disclosure
Agreements
• Detriments
• Must be accepted into program
• Factual statements required
• Limited to non-filers
• Potential audit
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Voluntary Disclosure
Agreements-D.C.
•

Total VDA District of Columbia revenue for FY2020 - $11.8M with 160 taxpayers
brought into compliance

Tax Type

Tax

Interest

Penalty

Total

Ballpark Fee

10

334,800

80,866

Corporate Franchise

19

1,007,069

126,322

1

94,223

15,839

113

6,179,114

1,014,316

Specialized Sales

1

197,138

35,094

232,231

Toll Telecommunications

1

1,924

5

1,929

Unincorporated Franchise

13

2,055,928

487,615

2,543,543

2

105,115

41,532

1,013

147,660

160

9,975,311

1,801,589

61,693

11,838,591

Personal Property Tax
Sales and Use

Withholding

Totals

•

No.

415,666
625

1,134,016
110,061

60,055

7,253,485

Total VDA District revenue for FY2019 was $9.5M with 147 taxpayers participating
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COVID-19 Updates
Enforcement Tools
• Levies and Seizures
• Sales Tax License
Revocation
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COVID-19 Updates
COVID Penalty Relief
Overview:
•

Many District taxpayers are struggling to remain in tax compliance due to COVID related
business closures and layoffs.

•

The job losses are mostly concentrated in the hospitality and restaurant industries. About 40%
of D.C. restaurants are closed, and those that remain open are doing takeout at 20% of their
previous revenue.

•

This pandemic related recession has had a severe impact on individual wage earners and
business owners’ ability to pay their taxes in full.

•

The District can offer an alternative that is taxpayer-friendly but still enables District residents
to pay their fair share.

•

OTR can offer a “COVID Tax Relief” payment plan that allows for increased flexibility to
taxpayers in need and provides penalty relief for those who stay tax compliant.
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COVID-19 Updates
COVID Penalty Relief (contd.)

Things to Note:
•

When a taxpayer enters into a payment plan, no additional penalties will accrue while the plan is effective.
This occurs because a custom rate of 0% penalties is placed from the time that the plan starts, to the time
the plan is completed. The plan forecasts the interest through the term and each payment will include the
proper accrued interest.

•

The system is able to back-date a custom rate of 0% for penalty. The OTR agent will adjust the start date of
the custom rate back to the start of DC’s emergency orders to abate the penalties incurred during
emergency period.

•

If the taxpayer defaults on the plan the penalties are restored automatically, without manual intervention.

•

Interest would not be abated and would continue to accrue.

•

Intended to help taxpayers that they are having trouble addressing a Collections matter because of a COVID
related economic hardship
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COVID-19 Updates
Tax Delinquency Resolution Options
• Payment Plans
• Offers-In-Compromise
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COVID-19 Updates
New Installment
Agreement Parameters

Current Installment
Agreement Requirements
•

Liabilities must be $50,000 or less

•

3-year maximum term
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•

Raises liability threshold to $100,000

•

Increases maximum term to 5 years

•

Requires a down payment equal to one
monthly payment

•

Allows taxpayers that are seeking clean
hands to set up an installment
agreement, make a down payment
using ACH, and receive a certificate
without using the assistance of an OTR
agent

Installment Agreement Tips
Taxpayers cannot create online payment plans if any of the following are true:
•
•
•
•
•
•
•

Liability cannot already be in an active payment plan
Taxpayers cannot have non-filed periods
Have not exceeded the two online payment plan cancellations for the same debt
Liability cannot be outsourced to a Collection Agency
Cannot be an active bankruptcy, garnishment, settlement, or offer in compromise
Account cannot have a linked liability (i.e., Officer Assessment)
Bills must be in the Assessed Stage to create a payment plan

The following will default a taxpayer payment agreement:
•
•

A new liability will cause the payment agreement to default
A non- filed return will cause a payment agreement to default

Additional Tips:
•
•
•

Refunds can be applied and or received
Divide outstanding balance (including accruing penalty, interest and fees) by number of months
requested
Payment agreements secured by Collection personnel are generally subject to review of
Collection Information Statement (PA-1 or PA-2) and review of the latest filed IRS tax return,
bank statements and any other documentation necessary to verify ability to pay
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QHTC Updates
•

QHTC qualification changed from 2 to 10 employees

•

QHTC capital gains relief suspended for tax years 2020 through 2024.

•

Repealed QHTC personal property exemption.

•

Repealed all corporation franchise tax rate relief.

•

Repealed employee relocation credit.

•

Repealed election to expense certain depreciable business assets

•

Repealed rollover of capital gain from qualified stock to other qualified stock.

•

Limits tax credit for retraining costs for qualified disadvantaged employees to $10,000 per
employee and repeals carryover provisions.

•

Repealed carryover provisions for credit for wages paid to qualified disadvantaged employees.
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Franchise Tax Updates
Corporation Franchise Tax (D-20)
• FAS 109 deduction for certain combined reporting filers
deferred until 2025

Unincorporated Business Franchise Tax (D-30)
• Termination of UB: Taxable income now includes gain
from the sale of tangible or intangible property,
including real property, even when the sale results in
the termination of the unincorporated business
beginning in tax year 2021
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Income Tax Updates
TAX YEAR 2020
•

TAX YEAR 2021

Qualified Opportunity Zones - The District will
mirror the federal benefits for investing in a
Qualified Opportunity Zone only if the
Opportunity Zone is in the District and approved
by the Mayor’s Office. (For information on Opportunity
Zones in DC visit https://dmped.dc.gov/node/682042)

•

Eligible QHTC Capital Gain Investment Tax - No
Schedule QCGI for tax years 2020-2024

•

Exclusions from gross income for COVID-19
related relief:
•
•

Public health emergency small business grants
awarded pursuant to COVID-19 Response
Emergency Amendment Act of 2020
Grants made by the Washington Convention
Center to workers excluded from workers
compensation (undocumented immigrants)
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•

DC Low Income Housing Tax Credits
(LIHTEC) – DC projects approved by
DHCD will receive a credit of 20% of the
federal LIHTEC which can be assigned to
and claimed by multiple DC residents

Game of Skill Machine Tax
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Game of Skill Machine Tax
• Bars and restaurants will be able to have mechanical or
electronic devices where the ability to win depends on a
player’s skill, and not luck. Players will be able to win cash,
gift cards, or vouchers.
• There is a 10% tax on the gross game revenue generated by
the machines
• The owner of the machine is responsible for filing the
return and paying the tax
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Personal Property
Tax Updates
•

Starting July 1, 2021, the definition of tangible personal property will include the
prewritten or canned software that is integrated into the property

•

Example:
• ABC Hospital purchases an MRI machine for $1,000,000.
The software required for the machine to operate is valued
at $400,000
• Prior to July 1, 2021, ABC would be able to remove the
value of the software ($400,000) when determining the
value of the property for the District’s personal property
return. The value of the MRI machine would be $600,000
• Beginning July 1, 2021, ABC would need to include the
value of the software ($400,000) when determining the
value of the property for the District’s personal property
return. The value of the MRI machine would be
$1,000,000
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Motor Fuel Tax Updates
As of October 1, 2020, there is new
a surcharge of $.053 per gallon on
the sale of gasoline, gasohol, and
other motor vehicle fuel
The surcharge increases to $.103 per
gallon as of October 1, 2021 and
then each fiscal year by the cost-ofliving adjustment
This surcharge is in addition to the
$.235 tax that is already charged on
motor fuel
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Sales Tax Updates
• Alcoholic Beverages Rate
• Typically, all alcoholic beverages sold for
“consumption off premises” are taxed at
10.25%
• Now, some sales of alcoholic beverages,
even if intended for consumption off
premises, are not subject to the 10.25%
rate if sold by an alcoholic beverage
licensee under new COVID delivery and
“to-go” rules
• These types of sales are now taxed at the
rate of 10% if sold by certain types of
alcoholic beverage license holders
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Estate Tax Updates
• For deaths occurring on or
after January 1, 2021, the
“zero bracket amount” is
decreased to $4M
• Beginning in 2022, the $4M
will be increased annually by
the CPI
25

Sales Tax Updates
•

The Mayor’s version of the Fiscal Year 2021 Budget Support Act
of 2020 (“BSA”) was introduced May 18, 2020.

•

On July 7, 2020, the Council introduced an amended BSA which
added the Advertising and Personal Information Tax
Amendment Act of 2020 amending § 47-2001(n-1) to include
the sale of or charges for advertising services (including digital
advertising services) and for personal information in the
definition of retail sale subject to sales and use taxes.

•

On July 7, 2020, the Council voted unanimously to approve the
amended BSA at the first reading.

•

On July 28, 2020, the Council introduced an amendment in the
nature of a substitute that did not include the Advertising and
Personal Information Tax Amendment Act of 2020 and voted to
approve the amendment at the final reading.
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Sales Tax Updates
FR-800 Form Changes
• Form has been updated to reflect marketplace seller
and facilitator reporting requirements
• Provides greater detail on sales made by vendors
• Provides greater detail for use tax reporting
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Revised FR-800:
Sales Through Marketplace?

Revised FR-800:
Marketplace Facilitator List

Revised FR 800:
Sales Tax Reporting

MRPTS Update
• Rollout December 7, 2020
• Property tax assessments, ownership
and address changes, tax billing,
collections, tax relief administration, tax
sales, appeals
• E-mandating
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Overview of Real Property
Tax Exemption Process

• Application
• OTR Review Process and Decision
• Annual Use Reports
• Appeals
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Real Property Tax Relief
•
•

Homestead Deduction. Increases from TY 2020

$75,700 to TY 2021 $76,350.

Lower Income Homeownership Tax Abatement.

Eligible homeowners may receive a real property tax
abatement for up to five years and be exempt from paying
recordation and transfer taxes. The abatement period for
the Lower Income Home Ownership Tax Abatement begins
on October 1.

•

•

•

Senior Citizen or Disabled Tax Relief. Income threshold will

increase from TY 2020 $134,550 to TY 2021 $135,750. For TY
2021, the CY 2019 income must be below the threshold. Reduces
taxes by 50%.

Senior Citizen Cap Credit. Limits taxable assessment increases

to 5%. The standard cap is 10%. For the senior cap credit to apply,
the property must be receiving both the homestead deduction and
the senior citizen or disabled tax relief.

Low Income Senior RP Tax Deferral. Income must be less

than $50,000 (For TY 2021 it’s based on the CY 2019 income).
General interest rate is 6%, and for long-time seniors 75 years or
older it’s 0%.
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Real Property Tax Relief
• Homeowner/Renter
Property Income Tax Credit.

• Lower Income, Long-Term
Homeowners Income Tax
Credit. Eases the effect of rising

Provides for a refundable credit or offset to income
tax liability up to $1,200 for CY 2020. Maximum
FAGI is $55,700 ($75,900 if 70 years old or more).
Claim using Sch. H and attach to D-40 or file a
Standalone Sch. H if no D-40 filing requirement.

assessments and taxes on low-income residents
who have lived in their homes for seven
consecutive years or more. Sch. L must be filed
by December 31 to claim the credit.

• Trash Credit.

Any real property
owners who pay for garbage collection
instead of receiving city garbage service
may qualify for the TY 2021 $113 credit as
an offset on the real property tax bill.

• Small Retailer Property Tax
Relief Credit. Certain qualified

corporations and unincorporated businesses
engaged in making sales at retail may claim a
refundable franchise tax credit up to $5,000 based
on the amount of real property taxes or rent they
pay for a qualified retail location in the District.
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Q&A
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