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District of Columbia 
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Question? 

 

Does it cost more in taxes to locate a business 
in the District of Columbia? 
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Focus of Case Studies 
 

Taxes 

Business and the owners 

Rates 

Targeted businesses 

Tax treatment of neighboring jurisdictions 

 

Real Estate 

 After tax consideration 
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Taxes Included in Case Studies 

– Income and Franchise Taxes 

• District 9.975% 

• Maryland 8.25% 

• Virginia 6.00% 

– Research and Development Credits and 
Income Tax Reductions 

– Personal Property Taxes 

– Gross Receipts and Ballpark Fee Taxes 
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Choice of Entity   
 

• Corporations 

• Pass-through Entities 

– Limited Liability Companies 

– S-corporations 

– Partnerships 
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Unincorporated Franchise 
Business Tax   

 
DC special treatment: 

 Subjects pass-through entities and 
 individuals to corporate level tax through the 
 Unincorporated Franchise Business Tax 

 S-corporations are taxed as regular 
 corporations 

Creates the potential of double taxation 
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Case Study Taxpayer Profiles 

• Corporate business subject to income and 
franchise taxes 

• Software development company eligible 
for research and development credits 

• Professional services firm recognized as a 
pass-through entity in all jurisdictions 



© Councilor, Buchanan & Mitchell, P.C. 

How to Attract High Technology? 

• Maryland and Virginia offer 

– Research and Development Tax Credits 

– Fairfax County, Virginia offers exemptions 
from their Gross Receipts Tax 

 

• District: 

– Qualified High Technology Company 
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Qualified High Technology 
 Companies 

• No corporate franchise tax for five years 

• Reduced rate of 6% thereafter 

• Abatement of real property taxes 
attributed to improvements for QHTC 

• Exemption from the Unincorporated 
business franchise tax 

• Tax credit for employees moving into the 
District 
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Is the District competitive? 

• The District competes with Arlington 
County and the City of Alexandria 

– Tax and real estate costs between the three 

• Virginia’s gross receipts tax is high 
compared to the Ballpark Fee 

– Fairfax County exempts software development 

• Maryland with no gross receipts tax and 
its lower tax rate may be a challenge 
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Any Suggestions? 

• Educate businesses on the total tax costs 
of the District compared with its neighbor 

– Ballpark Fee does not apply to most small 
business since it applies for gross receipts in 
excess of $5 million 

– Maximum cost is $16,500 

• Lower the franchise tax rates  

• Simplify tax filing requirements for 
unincorporated businesses 
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• Services 

– Accounting & Auditing 

– Business Valuation 

– CBM Financial 
Services, LLC 

– Consulting 

– Retirement Audits 

– Taxation 

• Industry Specialties 

– Automotive 

– Construction/Real 
Estate 

– Not-for-Profit 
Organizations 

– Privately-held 
Businesses 
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Councilor, Buchanan & Mitchell, P.C. 

7910 Woodmont Ave. 
Suite 500 

Bethesda, MD 20814 

301.986.0600 

www.cbmcpa.com 


