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Shedding Some Light on Property Tax Rates and Assessments
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Everybody hates taxes. 
One of life’s little burdens is the taxes we must endure. Unfortunately, for the majority of us, this burden seems to be getting heavier. The recent assessments dished out to property owners and tenants have caused considerable angst among the masses.
To make matters worse, there remains too much mystery and misunderstanding around how the authorities arrive at one’s assessment.
This article will shed some light on this murky subject and possibly allow you to receive one of the   life’s rarest pleasures - a tax break. 
First, let’s look at how some of GTA tax rates vary by area:
Table 1: Comparison of Some 2005 GTA Rates
	City
	Residential Tax Rate %
	% of Toronto
	Cost per year 

per $1,000 of CVA*
	Extra Cost 

Per $1,000 of 

CVA*
	Extra Cost for $300,000

CVA*

	Toronto
	0.9067432
	-
	9.07
	
	-

	Markham
	1.067960
	+18%
	10.68
	1.61
	$483

	Richmond Hill
	1.070904
	+18%
	10.70
	1.63
	$489

	Pickering
	1.380542
	+52%
	13.81
	4.74
	$1,422

	Ajax
	1.425260
	+57%
	14.25
	5.18
	$1,554

	Whitby
	1.431210
	+58%
	14.31
	5.24
	$1,572

	Oshawa
	1.728061
	+90%
	17.28
	8.21
	$2,463


· CVA – Current Value Assessment, market value of your property at the time of the last review
· TAX  = Area Tax Rate  x  Assessment
The table above illustrates the extra taxes paid, as compared to a Toronto-based taxpayer, for two cities in York Region and the four principal cities in Durham Region.

The worst case is clearly Oshawa where a homeowner is facing an extra $2,463 per year or over $200 extra per month compared to a Toronto homeowner. 
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Why Do Rates Differ so much?

One reason is that Toronto has a larger tax base of non-residential (industrial, commercial) properties to help pay for its infrastructure compared to some areas like Durham Region.  

If the area is experiencing high growth in new homes, the investment in infrastructure (roads, schools, services) may be years ahead of the payback from these new residences.  Some towns are struggling to pay down their relatively large public debt that is adding additional burden to taxpayers.
Your city may be encouraging developers with low development levies or, even more common, providing incentives to create new industry (means jobs) with lower tax rates. Homeowners are subsidizing this generosity. 

Buying A Home - Home Prices versus Tax/Commute

Lower home prices (and therefore lower assessments for comparable properties) outside Toronto help offset higher tax costs outside Toronto to some degree.
Always consider tax rates and possibly higher commuting costs (assuming you work in Toronto) when looking to buy outside Toronto.
Assessments 
MPAC (Municipal Property Assessment Corporation) uses “Current Value Assessment” or CVA to arrive at assessment values. This seldom equals Market Value or what an average buyer will pay for your property. This is true even if you allow for the fact that the assessment is calculated at least one year behind the date you receive your tax bill. Your assessment should never be greater than CVA.

MPAC provides homeowners with free online reports to help determine whether their assessments are fair. Visit their helpful website at www.mpac.ca.  You are entitled to up to 13 reports for each property you own at no cost. These reports normally cost $14.00 each.  
You will need to use another source to determine your property value. After all, you can’t use MPAC to check on MPAC.  You could ask a RealtorTM to help you determine the selling price for recently sold properties in your area and compare selling price and taxes of these to your market value. Be honest and tell the agent why you are asking for this. Many agents will do this with no prospect of an immediate sale, some may decline.  An agent would eliminate any need to use the MPAC online reports but why not use both sources if you are comfortable with using a PC and the Internet.  

Another possible source: If you have recently renewed your mortgage, your lender would have performed an assessment on your property. You paid for it – ask for the assessed value. If the assessment is not recent, simply adjust for market appreciation of your value –  add 5-8% per year if you are not sure.
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The Rule
Now that you have all the data - here is the rule: Your Market Value to Taxes ratio should be similar to sold properties in your area. 
Example:
Your House Value = $300,000 (as determined by a Realtor or a recent assessment or other source)

Recently Sold = $400,000 and had taxes of $4,000 (best to use three properties and average the results)

Value/Tax Ratio = $300,000/$400,000  (3/4 or 75%)

Your Taxes should be = $3,000 (75% of $4,000)

Caution

One of the problems with comparing is that you might easily compare to someone who has been as unfairly assessed as you might have been and conclude that all is well. You should compare at least three properties in your immediate area and perhaps another three in an area nearby. 

Request for Reconsideration – Free  (An Appeal after this freebie will cost $75)
You have a right to request a reassessment (at no cost). You need to offer a reason for your Request.
If you have followed the approach outlined above then you are in a strong position to expect an adjustment if the numbers back you up.

A Neighborly Approach 

For those less inclined to do the work or the math, you can approach this more subjectively.  Simply get together with a few neighbours and do some sharing and comparing.  Everyone brings their Assessment to the table.
Without getting into too much detail, you are looking for these possibilities:

1. Your property value is (1) similar or of  (2)less value but has been assessed higher.  

2. Their property value is (3) higher value but has been assessed the same as yours.

Add some notes about your meeting, what houses you used to compare and your opinion of the values involved (same, higher, lower) and the conclusion (one of the three possibilities noted above). 

Death and Taxes as they say are certain. The nice thing about Death is that you only have to deal with it once.  

Good luck getting your tax break.
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