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 February 11, 2002

TO: The County Board of Arlington, Virginia

FROM: Ron Carlee, County Manager

SUBJECT: Real Estate Tax Relief

RECOMMENDATIONS: Advertise for a public hearing on March 21, 2002 on
amendments to Chapter 43 of the Arlington County
Code, Real Estate Tax Relief for the Elderly, to adopt
one of the following recommended changes to the
program for 2002:

1. Adopt new income guidelines for tax relief, providing
a total exemption from County real estate tax for
qualifying households with up to 60 percent of area
median income (currently $36,540); 50 percent
exemption for households between 60 percent to 70
percent of area median income ($42,630); 25
percent exemption for households between 70
percent to 80 percent of area median income
($48,720), with income not exceeding $62,000. 
Adopt up to a 100% deferral for households
between 80 and 100 percent of area median
income, not to exceed $62,000.  Adopt $150,000 as
the maximum asset level for qualifying households to
receive an exemption and $240,000 to receive a
deferral; or

2. Adopt new income guidelines for tax relief, providing
a total exemption from County real estate tax for
qualifying households with annual income up to
$48,720 (80% of area median income); a 50
percent exemption for households between $48,721
and $55,360; and a 25 percent exemption for
households between $55,361 and $62,000.  Adopt
$195,000 as the maximum asset level for qualifying
households to receive an exemption and $240,000
to receive a deferral.

ISSUE: Should the County provide additional tax relief for low-income elderly and
disabled County residents to offset increased real estate assessments, and
update program standards as allowed by the Code of Virginia?

STAFF: Walter Zaumseil, Department of Human Services
Reviewed by County Attorney______________________



SUMMARY: Current Real Estate Tax Relief program standards were adopted in 2001.
The average residential assessment increased 20% over the 2001 amount, which will
impose an increased burden on a vulnerable population.

The Virginia General Assembly in its 2001 session approved changes to the
State Code authorizing the provision of real estate tax relief to individuals
whose household income does not exceed $62,000 (previously $52,000),
and whose assets do not exceed $240,000 (previously $195,000).  In order
to maintain the affordability of housing for this population, staff recommends
increasing the Real Estate Tax Relief income and asset limits as allowed
under the State code.  This will allow for additional relief to offset the
increased tax burden that will result from the assessment increase.
Recommendation, Option 1 is the preferred staff recommendation and will
cost $500,000; however an additional Option 2 was prepared for your
consideration and will cost $1,800,000.

BACKGROUND: The Real Estate Tax Relief program provides for exemptions and/or
deferral of all or a portion of a low income elderly (65 or older) or disabled resident’s real
estate tax.  Currently, lower income residents may receive a total exemption of their real
estate tax and, for some, defer any remaining tax. Currently, households whose income is
less than 40% of area median income qualify for a total exemption of their real estate tax. 
As the income level increases there is a gradual decrease of the amount of an exemption
from 80% to 20%.  At 80% of the annual area median income, up to $52,000, a household
is only eligible for a deferral of their tax.  Households who are eligible for a partial
exemption may also defer the remainder of the real estate tax.  The County, in accordance
with the Virginia Code, may opt to provide an exemption, a deferral or any combination of
the two, to real estate taxes owed by qualifying households.

The Virginia General Assembly passed legislation during its 2001 session that
allows the County to increase the asset maximum from $195,000 to $240,000 and the
maximum income level from $52,000 to $62,000 for real estate tax relief. To mitigate the
hardship of increasing real estate assessments for 2002 on the low-income elderly and
disabled persons, staff recommends increasing real estate tax relief.

The trend of declining participation in the Real Estate Tax Relief program was
reversed based on the Board’s action in 2001.  The number of households participating
increased by 16% from 2000 to 2001.  However, the level of relief has not caught up with
that of 10 years ago when adjusted for inflation, and when considering the number of
households that participated then. Historically, elderly and disabled County residents prefer
to receive exemptions and are reluctant to use deferrals because they create a debt
against the property.



The chart below illustrates the number of households that participated in the
program, the relief provided and an inflation adjustment based on 2001 dollars:

Calendar
Year

Household
s Assisted

Total Relief
Granted

In 2001
Dollars

2001 259 $478,357 $478,357
2000 224 $326,626 $335,931
1999 229 $313,165 $332,906
1998 256 $324,298 $352,345
1997 283 $362,241 $399,692
1996 300 $383,124 $432,469
1995 331 $430,008 $499,719
1994 350 $422,756 $505,205
1993 375 $447,292 $548,219
1992 403 $483,018 $609,717
1991 468 $552,923 $718,922

In 2001, the 259 households participating in the program received tax relief as
follows:

Exemption Only 205 households
Exemption with Balance Deferred 50 households
Deferral Only        4 households

Staff recommends modifying the multi-tiered method for granting exemptions that
further supports the Affordable Housing Task Force’s recommendation to focus support on
the neediest population.  This method would have exemption relief phase-out at 80 percent
of area median income (the standard for owner assisted programs under the Community
Development Block Grant program) for the first recommendation.  The phase out for the
second recommendation is at the State code cap, approximately 102 percent of area
median income.

The attached chart compares Arlington’s current program, the proposed
recommended Option 1, and Option 2, with Alexandria City and Fairfax County:

FISCAL IMPACT: It is almost impossible to estimate how many additional residents will
qualify for the program under the proposed changes.  The most recent, comprehensive
information available on the eligible population was derived from the 1990 and 2000
census reports.  Staff estimates that the additional lost revenue from exemptions would be
approximately $500,000 for the first recommendation, and $1,800,000 for the second
option.  Postponed revenue from deferrals is anticipated to be minimal.  The projected
$500,000 cost for recommended Option 1 is included in the County Manager’s FY 2003
budget request and in the FY 2003 transfer to schools.  The second option results in a
$1,300,000 reduction in revenue as well as the school transfer.
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REAL ESTATE TAX RELIEF OPTIONS FOR 2002

ALLOWED BY
STATE CODE

CURRENT
ARLINGTON

RECOMMENDATIO
N
OPTION #1

OPTION #2
Fairfax County

Plan
Alexandria City

Plan

Income:
Maximum
$52,000

Increases for
exemption and

deferral.

Increases for
exemption and

deferral.

Maximum
$52,000

Maximum
$40,000

Full
Exemption
Greater of
$62,000 or

area median
income

0-$ 24,360
40% median

income

0-$36,540
60% median

income

0-$48,720
80% of median

income 0-$40,000 0-$12,800

Partial
Exemption
Greater of
$62,000 or

area median
income

$24,361-$30,450
80% exempt

$30,451-$36,540
60%exempt

$36,541-$42,630
40% exempt

$42,631-$48,720
20% exempt

$36,541-$42,630
50% exempt

(60-70% median
income)

$42,631-$48,720
25% exempt

(70-80% median
income)

$48,721-
$55,360

50% exempt

$55,361-
$62,000

25% exempt

$40,001-$46,000
50% exempt

$46,001-$52,000
25% exempt

$12,801-$25,600
100% Avg. Tax

$25,601-$30,000
75% Avg. Tax

$30,001-$35,000
50% Avg. Tax

Deferral
Greater of
$62,000 or

area median
income

$24,361-$48,720
Remaining Non-
exempted Tax,

and 100%
deferral for

income $48,721-
$52,000

$36,541-$48,720
Remaining Non-

exempted Tax, and
100% deferral for
income $48,721-

$62,000.

$48,721-
$62,000

Remaining
Non-exempted

Tax

None $35,001-$40,000
+8% interest

Assets: Increase for
exemption &

deferral

Increase for
exemption and

deferral
Exemption
$240,000 $100,000 $150,000 $195,000 $150,000 $195,000
Deferral

$240,000 $195,000 $240,000 $240,000 N/A $195,000
Approximate

Cost
- $500,000 $1,800,000


