
As a result of regulations adopted in August of 
2018 by the District of Columbia Office of Tax and 
Revenue (OTR), tax-exempt organizations organized 
in or doing business in the District will lose their 
DC tax exemption(s) if they do not comply with new 
rules for renewing their franchise (income), sales 
and use, and personal property tax exemptions.1 
Many had hoped for clarification or other guidance that would limit 
the impact of this new rule. Because no such guidance has yet been 
issued, affected tax-exempt organizations must now take steps to 
ensure compliance. 

Since the regulations took effect on August 15, 2018, OTR has 
been required to include expiration dates when issuing exemption 
certificates, which in effect requires all entities to renew their tax 
exemptions every five years on a going forward basis. Additionally, 
given that exemptions from income and franchise, sales and use, 
and/or personal property tax issued by the District prior to August 
15, 2018, do not contain expiration dates, OTR is requiring that all 
organizations with such exemptions renew their exemptions as soon 
as possible this year. OTR has reportedly sent letters to all affected 
entities in its system notifying them of this new requirement and 
will send a second letter 30 days before each entity’s renewal 
application is due.

The notifications sent by OTR did not indicate a date by which 
affected organizations must renew their exemptions – a critical 
detail, as an organization failing to renew its exemption with the 
OTR could face reclassification as a taxable entity. We understand 
that OTR will not revoke any exemptions before year-end. 

According to OTR’s official explanation of the new requirements, 
“The guidance in this regulation is necessary to provide clarity 
to taxpayers attempting to comply with District franchise tax 
requirements.” Our discussions with OTR staff indicate the 
rulemaking is linked with a change in the software system used to 
process and issue exemption certificates. We understand that the 
District made this change in software to help it better track entities 
that hold exemptions – something that reportedly had become 
increasingly difficult in recent years.

1  On April 13, 2018, OTR published in the D.C. Register (65 DCR 3937) a proposed 
rulemaking updating the District’s income and franchise, sales and use, and/or per-
sonal property tax exemption requirements. After receiving no comments on the 
proposed rulemaking, the regulations were adopted as final on August 1, 2018, and 
published in the D.C. Register (65 DCR 8411) on August 10, 2018.

How to Renew Exemption
An organization seeking to renew its exemption from income and 
franchise, sales and use, and/or personal property tax in the District 
must file Form FR-164 online using its account at MyTax.DC.gov.  
In addition to the Form FR-164, the District also requires:

• Copies of organizational documents:

 – For a DC nonprofit corporation, its Certificate of Incorporation 
with Articles of Incorporation attached and any Certificates of 
Amendment with amendments attached

 – For most unincorporated organizations, documents under which 
it was created setting forth its aims and purposes and any 
amendments to such documents

 – For nonprofit or nonstock corporations not incorporated in 
the District and other organizations formed under the laws of 
another jurisdiction, it Certificate of Authority or Certificate of 
Registration issued by the DC Department Consumer and of 
Regulatory Affairs

• For entities that have ever been recognized as tax exempt by the 
District, based on a previous application, a copy of the DC letter 
of exemption or certificate of exemption

• The organization’s latest determination or ruling letter received 
from the Internal Revenue Service (IRS), which recognizes or 
affirms its exemption from Federal income tax. If an organization’s 
most recent determination letter or affirmation letter is more than 
4 years old, the organization must obtain a new affirmation letter 
from the IRS (see discussion below) 

• For a semi-public institution (i.e., generally 501(c)(3) organization) 
seeking to renew a sales and use tax exemption from the District, 
a lease, District Occupancy Permit issued to the entity, or other 
documentation that satisfies the statutory “physically located” 
requirement for a sales and use tax exemption

Affirmation Letter
To request an affirmation letter from the IRS, contact Customer 
Account Services by phone, letter, or fax. Requests made by letter 
or fax must include the organization’s: (1) full name; (2) Employer 
Identification Number; and (3) authorized signature (i.e., signature 
of an officer or trustee). The individual signing the letter must 
state the capacity in which he or she is signing (e.g., “John Smith, 
President”). The IRS may take some time to process affirmation 
letter, especially if it is inundated with requests when the District 
sets clear deadlines for obtaining renewals. Organizations in need 
of affirmation letters should seek them as soon as possible.

Tax-Exempt Organizations Operating in 
the District of Columbia Must Act  

Soon to Retain DC Exemptions

https://otr.cfo.dc.gov/sites/default/files/dc/sites/otr/publication/attachments/FR-164%20REV12-12APPLICATIONPACKAGE.pdf
http://mytax.dc.gov/
https://www.irs.gov/charities-non-profits/how-to-contact-the-tax-exempt-and-government-entities-division
https://www.irs.gov/charities-non-profits/how-to-contact-the-tax-exempt-and-government-entities-division


Satisfying Physically Located Test
Our experience with seeking to satisfy the District’s physically 
located test for sales and use tax exemption suggests that some 
organizations – particularly ones operating without their own 
lease – may find it somewhat burdensome to comply with the 
requirement. Such organizations should file as soon as possible 
to allow sufficient time to correct any issues with its application 
should the District find that the entity has not satisfied the 
“physically located” requirement.

Additional Guidance
OTR has provided a user guide, “How to Request an Exemption to 
File (FR-164).” Should you have any questions or need assistance 
in renewing your exemption with the District, please feel free to 
contact us.
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