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10 -Year Financial Plan Tax Reduction Strategy

Overview

• Utilize best practices already in use by other Maryland jurisdictions

• Largely cost -neutral to the City, and to individual homeowners

Tax Rate Re-Alignment

Direct Tax Relief

Securing Baltimore’s Future , the City’s new 10 -Year Financial Plan, prioritizes 

reducing the property tax rate and tax burden through three strategies:

• Provide direct tax relief to existing residential homeowners

• Cost to the City, savings for homeowners

3 Protecting Vulnerable Residents

• Expand eligibility and boost enrollment in State Homeowner’s and 

Renter’s tax credits

• Cost to the State and City, savings for homeowners and renters
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2026 Initiatives

Overview

To achieve these goals, the City is launching four initiatives in 2026:

1
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Adjust the Homestead Tax Credit from 4% to 6% (Initiative 3.01)

Reduce Effective Residential Rate to $1.99 in FY 27  (Initiative 3.02)

• The current cap of 4% is significantly lower than other jurisdictions. 

• Revenue generated from this change will fund initiative 3.02, lowering property taxes for the vast majority of Baltimore’s ho meo wners. 

• The City will expand the Targeted Homeowners Tax Credit in Fiscal 2027 to achieve an effective tax rate below $2.

• The reduced rate will offset the adjustment from Homestead Tax Credit for the majority of residents, who will not pay more th an they 

would have under current policy.

Boost Enrollment in Tax Credits (Initiative 3.07)

Expand Eligibility for State Homeowners and Renters Tax Credits (Initiative 3.08)4

3

• Income eligibility for this tax credit hasn’t been adjusted for inflation in nearly 20 years, resulting in estimated thousand s o f households 

losing access. 

• The Baltimore City Administration is advocating to make this tax credit more accessible, and Mayor Scott has included this as  on e of his 

legislative priorities for the 2026 Maryland General Assembly Session.

• Analysis of U.S. Census and property assessment data indicates that thousands of eligible Baltimore residents are not current ly enrolled.

• To close this gap, the City will partner with nonprofit organizations to identify and assist eligible households with enrollm ent.
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10 -Year Financial Plan Impact
Building on the 20 Cents by 2020 Plan, these strategies would further reduce 
both the residential homeowners rate and the full tax rate.

Rate to $1.99,

 6% Homestead Cap

20 Cents by 2020

Solid Waste

Enterprise

Direct Relief, 

One Penny per Year

Overview
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10 -Year Financial Plan Impact
The median residential homeowner would see significant savings  over the 
10-Year period.

Note:  median residential homeowner has a home assessed at $125,000 that grows by 4% annually.

Overview
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Background

Homestead Tax Credit

The Homestead cap limits the annual increase in taxable real property 

assessments for eligible homeowners. This impacts the total value the 

property tax rate is applied to when calculating annual tax bills.

Definition

Local Authority

State law allows local jurisdictions to set the Homestead cap anywhere 

between 0% and 10%.

Eligibility

Applicants must certify to SDAT that the property is their single 

principal residence for the upcoming calendar year.

Baltimore City’s  Homestead cap is set at 4%.

Baltimore City has approximately 75,000 eligible properties.
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Homestead Tax Credit

The Homestead Tax Credit is calculated by comparing the actual 

assessed value of the property vs. the assessed value within the 

allowable Homestead Cap (4% for Baltimore City).

In effect, a homeowner is shielded from paying taxes on the amount of 

assessed property value that exceeds the 4% cap on an annual basis.

Baltimore City Credit Calculation
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Benchmarking

Among counties, Baltimore City’s 4% Homestead cap is 

tied for the 20th lowest rate of the 24 counties.

Baltimore City’s Homestead cap is set at a 
lower level than most Maryland jurisdictions.

Note:  Municipality list includes all municipalities 

with population greater than 10,000.

Of Maryland municipalities with at least 10,000 residents, 

half have set their cap at the state maximum of 10% and 

only two have a cap lower than 4%.

Jurisdictions with higher Homestead caps can 

generally maintain lower property tax rates overall.

Homestead Tax Credit
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Current Impact
Homestead Tax Credit

Top 10 Neighborhoods
Total Credit Amount

Fiscal 2025

Top 10 Neighborhoods
% of Residential Properties Receiving

Fiscal 2025

Higher-valued properties tend to experience greater growth in value and reap more 
benefit from the Homestead Tax Credit.
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Impact to Residential Homeowners
To offset the impact to homeowners currently receiving the Homestead Tax Credit, the 
City will phase-in rate reduction through the Targeted Homeowners Tax Credit.

Impact

1
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Increase Homestead Tax Credit Cap

Invest in Tax Rate Reduction for Homeowners

Increasing the Homestead Tax Credit cap from 4% to 6% is 

estimated to generate $4.5M in additional revenue in Fiscal 2027.

Investing $8.3M in the Targeted Homeowners Tax Credit (THTC) 

reduces the effective tax rate from $2.048 to $1.998 per $100 

assessed value.

This is equivalent to a 5-cent reduction in the effective tax rate for 

eligible homeowners.
 

This cost will be partially offset from the additional revenue 

generated from increasing the Homestead Tax Credit cap to 6%.

Fiscal 2027 General Fund Impact

(in $ millions)

Homestead Cap Change from 4% to 6% 4.5

Effective Residential Tax Rate from $2.04 to $1.99 (8.3)

Net Impact (3.8)
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Net Property Tax: $4,521

Net Property Tax: $4,410

Impact to Residential Homeowners

Assessed Value: $215,000
Gross Taxes: $4,962

FY27 Estimated Tax Bill

Current 

Policy

Proposed 

Change

Triennial Assessment Growth
• Fiscal 2026: 8%
• Fiscal 2029: 6%

Targeted Homeowners 

Tax Credit grows from 

$441 to $552

Scenario: Moderate Growth
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Moderate Growth Scenario: Details
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Net Property Tax: $4,575

Net Property Tax: $4,510

Impact to Residential Homeowners

Assessed Value: $215,000
Gross Taxes: $5,075

FY27 Estimated Tax Bill

Current 

Policy

Proposed 

Change

Triennial Assessment Growth
• Fiscal 2026: 15%
• Fiscal 2029: 12%

Targeted Homeowners 

Tax Credit grows from 

$452 to $564.

Scenario: High Growth

Homestead Tax Credit 

($48)
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High Growth Scenario: Details

Impact
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Impact to Residential Homeowners
85% of eligible homeowners will see the estimated Fiscal 2027 tax bill decrease under 
this strategy compared to the estimated Fiscal 2027 tax bill under the current law.

Impact

• Over  75 ,000  residents  are estimated  to see  no  change  or a reduction  in their  estimated  Fiscal  2027  tax bill  under  this  strategy .

⚬ Assessment  increases  for residents  no  longer  receiving  the  Homestead will  be  offset  by  the  reduced  effective  tax rate.

⚬ Eligible  residents  not  currently  receiving  the  Homestead  Tax  Credit  will  benefit  from the  full  effect  of the  THTC .

• An  estimated  limited  number  of residents  (437  or 0.6% of eligible  homeowners)  will  pay  more  due  to an  unusual  combination : 

⚬ City  law  requires  THTC  rate calculated  on  the  Improved  assessed  value  rather  than  Total  value

⚬ SDAT  assessed  these  properties  with  more  value  on  the  Land  than  the  Improvements

The Mayor is committed to hold harmless residents that may see 
an increase in their tax bill in Fiscal 2027 from these changes. 16
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Additional legislation will be needed to address residents impacted from policy change.

Impact

• To  ensure  those  homeowners  do  not  pay  more  than  they  would  on  their  estimated  Fiscal  2027  tax bill  under  current  law,  

additional  legislation  is required  to adjust  the  THTC .

• This  will  require  an  additional  $9,043  in funding,  that would  be  calculated  on  the  tax bill  to offset  the  estimated  tax 

increase .

• BBMR  is working  with  the  Mayor’s  Office,  Law  Department,  and  Department  of Legislative  Reference  to determine  the  

requirements  and  draft  legislation  based  on  analysis  of the  calculation  factors  that has  impacted  these  properties . 

• Since  the  THTC  does  not  go  before  the  Board  of Estimates  until  later  in the  spring,  the  Administration  will  introduce  

legislation  to address  this  issue . 

Impact to Residential Homeowners
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Additional Tax Relief Initiatives

Boost Enrollment in State Homeowner’s and Renter’s Tax Credits

Expand Eligibility for State Homeowner’s and Renter’s Tax Credits

The City will implement initiatives to provide additional tax relief, 
targeting lower-income homeowners and renters.

• Using Census tract and tax credit data, the City has identified areas where these 

tax credits may be underutilized --eligible residents are not receiving this benefit.

• The City will invest funds to partner with community groups to conduct targeted 

outreach, enrolling more residents in these tax credits.

• The number of households receiving these credits decrease over time.

• This may be because eligibility requirements, such as income and net -worth 

thresholds, have not been updated since 2006, despite growth in household 

incomes, property assessment values, and housing costs.

• The City is working with State partners to update these requirements in the 2026 

General Assembly Session.

Impact
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Appendix

Each year, the State Department of Assessments and Taxation (SDAT) 

issues new assessments for approximately one ‐third of properties. Any 

increase in assessment is phased -in over a three year period. 

• This means that if a property’s triennial assessment increases by 8%, 

assessments would increase by 2.66% annually.

If the annual assessment increase percentage is greater than the 

Homestead Tax Credit cap, the assessment will only increase by the 

percentage of the cap. 

• This means that if a property’s triennial assessment increases by 

14%, without the Homestead the assessment would increase by 

4.66% annually.

• In Baltimore City, where the Homestead cap is 4%, the assessment 

would increase by 4% annually.

To be eligible for this credit, residents must submit an application to 

SDAT certifying that the property is their principal residence.

Homestead Credit Calculation
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Group 1

Fiscal Year Triennial Annual

2011 -2.6% -0.9%

2014 -3.1% -1.0%

2017 10.9% 3.6%

2020 8.4% 2.8%

2023 6.6% 2.2%

2026 17.4% 5.8%

Average 6.3% 2.1%

Median 7.5% 2.5%

Historical Assessment Data by Group

Appendix

Group 2

Fiscal Year Triennial Annual

2012 -8.7% -2.9%

2015 7.0% 2.3%

2018 6.2% 2.1%

2021 9.1% 3.0%

2024 21.6% 7.2%

2027 10.5% 3.5%

Average 7.6% 2.5%

Median 8.1% 2.7%

Group 3

Fiscal Year Triennial Annual

2010 20.9% 7.0%

2013 -6.8% -2.3%

2016 9.6% 3.2%

2019 3.6% 1.2%

2022 4.1% 1.4%

2025 17.9% 6.0%

Average 8.2% 2.7%

Median 6.9% 2.3%
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