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Presentation Notes
 My name is Sue Bohaichuk and I’m responsible for policy and advocacy with AUMA.
 The Task Force on Property Assessment and Taxation has asked me to share their recommendations with you today.
Joining me is our consultant on the project, Larry Collins.




 
 Objectives and Scope of Issues 
 Guiding Principles and Recommended 

Changes 
 Next Steps 

 

Discussion Topics 

 

Presenter
Presentation Notes
I’ll start by outlining the purpose of this work and the scope of issues that the Task Force considered.
Then I’ll outline the principles and recommendations that the Task Force is proposing.
And I’ll close with explaining how we are going to move this work forward.
We’ll be taking questions at the end of the webinar via the “chat” function but I’d encourage you to submit your questions at any point during the session.
Larry and I will answer as many as we can during the actual webinar and will provide contact information in the event that you want to follow-up with us after the session.



Phase 1 - 27 Initial Recommendations on 
Property Assessment 
 
 Many issues were dismissed without 

investigation/dialogue. 
 27 recommended changes were approved 

at AUMA’s 2010 convention and forwarded 
to the Minister of Municipal Affairs. 
 Will be considered during review of 

Municipal Government Act. 
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Presentation Notes
As you may know, AUMA had undertaken some earlier work on recommended changes to the assessment and taxation system.
Because a full consensus model was used, many items, especially those pertaining to farm and industrial property, were often quickly dismissed with little discussion or analysis because rural members of the Task Force were fundamentally opposed to changes of any kind.
So out of the 40 issues considered, only 27 resulted in agreement.  
These 27 recommendations were approved at AUMA’s 2010 Convention and sent to Municipal Affairs.
Municipal Affairs indicated they would consider the recommendations when reviewing the Municipal Government Act.  Property Assessment and Taxation is currently scheduled as the second of three phases of this review so we expect it will be at least a year before government seriously looks at this.





Phase 2 Objectives 

 Opportunity to address remaining issues through a 
second phase of work: 
 Tax policies for farm property 
 Tax concessions for industrial property 
 Other assessment and taxation issues (e.g., complaint 

system, business tax provisions, supplementary 
assessment and taxation provisions, grants in lieu of 
taxes, non-residential and condominium 
classes/subclasses, etc.) 
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Presentation Notes
Municipal Affairs asked AUMA to complete its work on the outstanding items.
AUMA reviewed the outstanding issues with the Alberta Assessors Association in fall 2011 and with AUMA members at the February Mayors Caucus to ensure that all outstanding items were identified.





Development of  
Further 

Recommendations 
in 2012  

Model for Developing Recommendations 

Research and 
Options Analysis  

Dialogue With 
Members and 

Assessors 

Identify 
Issues 

Through 
Dialogue 
with AB 

Assessors 
and 

Members 

Define 
Principles 

Based System 

Establish Task Force (Assessors and urban 
Eos, administrators) 
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This next slide shows the process used in moving this project forward.
After compiling an initial list of outstanding issues, AUMA worked with urban municipalities and the Alberta Assessors Association to strike a Task Force comprised of representatives from urban municipalities – elected officials and administrators – and several assessors who work in urban and rural areas.
The new Task Force defined the core principles for an effective assessment and taxation system.
The Task Force looked at over 30 issues pertaining to split mill rates, farm property, industrial property, and other matters that range from grants in lieu of taxes to condominiums to the complaint system.  
The principles were used to assess the various options for addressing the outstanding issues and concerns.
The resulting recommendations are being reviewed with members, assessors and other stakeholders to ensure the Task Force didn’t miss any issues and is fully aware of the impact of the recommended changes.



General Approach 
 

• The Task Force views assessment as 
being separate from tax policies. 
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I’ll walk you through each of the 3 key principles that the Task Force identified and give you an overview of what they mean in terms of the recommended changes.
Before I do that, I wanted to point out that the Task Force viewed property assessment as separate from taxation.
You’ll see the implications of this as we go through the various recommendations.
For example, just because a property is assessed doesn’t mean that it can’t have a tax exemption if that is deemed appropriate by government.



Fairness and Equity Principle 
 

• By appraising property objectively, 
equitably, and uniformly, the 
assessment forms the basis for the 
distribution of the property tax burden 

• All property is assessed annually at 
market value or market value principles 
ion of the property tax burden. 
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We’ll start with the principle of fairness and equity.
This means that the assessment forms the basis for the distribution of the property tax burden.
Under this principle, ALL property is assessed annually at market value or market value principles (regulated).
This will require a different approach as some properties are exempt from assessment today or are assessed at different values.



Fairness and Equity Recommendations 
 

 Assess farm land on basis of market value 
 Assess and tax farm residences on basis of 

market value 
 Enable one-time bylaw for supplementary 

assessment and taxation and apply to all 
property (including linear) and to changes in 
land values due to use 
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For example, farm land is currently assessed on the basis of its productive value (e.g. ability to produce commodities). Moving to market value can be done through “farmer to farmer” sales and capitalized cash rental income approach.  It complies with international best practices, simplifies approach, and addresses issues relating to proximity to urban areas.  This does NOT preclude government from providing a tax exemption.
Farm residences are currently assessed according to market values from the 1990s and then exempted from taxation to a maximum of $61 thousand of assessment of farm land owned.  This creates equity issues between producers in rural versus urban areas.  Eliminating the residential tax exemption would ensure that farm residences, both urban and rural, are assessed according to current market values of the residences and residential site (market value of one acre at market value as part of the larger parcel).
 Another change is to enable appropriate supplementary assessments on improvements that are completed or occupied during the tax year. The limitations of the current approach relate to the need for municipalities to pass an annual bylaw to implement these supplementary assessments and the concern that they do not encompass linear property or land value changes. The Task Force is recommending that linear property and land value changes be included and that municipal council have the ability to pass a one-time supplementary assessment bylaw, with any subsequent changes. 



Fairness and Equity Recommendations 
 

 Enable additional subclasses for taxation of 
non residential property 

 Ensure a grant in lieu of taxes is paid on all 
property owned by the Province 

 Ensure privately owned property leased by 
Crown is taxed 
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The Task Force also recommends additional subclasses for non residential property, similar to how residential is handled.  Currently there are just 2 non residential subclasses – vacant and improved. Giving councils the same authority for non residential as they have for residential will provide them with greater flexibility in dealing with local tax policy.  However the Task Force recognizes that this will create potential for inconsistencies.
The Task Force felt very strongly about the need to include a number of provincially owned properties in the grants in lieu of taxes – e.g.  universities, major health care facilities, museums and historical sites, parks, Supernet.  This will ensure recognition of the costs of supporting them and providing services.
Given the recent case ruling that privately owned land leased by Crown should not be taxed, the Task Force recommends the MGA be amended to explicitly state the requirement for tax.  



Fairness and Equity Recommendations 
 

 Provincial responsibility for delinquent taxes 
on leased Crown-Owned Property 

 Establish consistent and equitable 
approach for property taxes for seniors 
(e.g., full municipal levy on seniors 
accommodation) 
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In turn, as the property owner of Crown land, the Province should be responsible for any delinquent taxes on land that they lease to others.  This would be provided in the form of a grant in place of taxes, similar to how the federal government handles similar situations.
The next recommendation relates to living accommodations for seniors where the current tax policies for similar properties are not consistent from a provincial policy perspective or within or between municipalities.  
There is great pressure on municipalities to provide tax exemptions or abatements.  
The Task Force agrees there should be a consistent approach which includes a full municipal levy on all seniors’ accommodation, including lodge accommodation and nursing homes, either through direct taxation or grants in lieu.    
This change would ensure all seniors are treated the same, regardless of form and location of housing.



Fairness and Equity Recommendations 
 

 Use actual equalized assessments for 
calculating education property tax 
requisitions and, if necessary, cap to 
address excessive increases in property 
values 
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Another recommendation relates to using actual equalized assessments for education property tax.  Currently, in an attempt to temper extreme increases in property values, the Province imposed a complex averaging formula called varied equalized assessment which is not transparent and results in changes in education requisitions from year to year that are not easily understood or predictable.  
The actual equalized assessment method is much simpler and, if necessary, the requisition could be capped.  
The burden would not be passed to other property owners and any shortfalls should be addressed through general revenue fund.  Municipalities could file a complaint regarding an equalized assessment that can directly affect their education property tax requisition.




Open and Transparent Principle 
 

• Property owners understand how 
property is assessed and taxed. 

• Property assessment is predictable and 
stable. 
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The next principle relates to ensuring an open and transparent system.
This means that property owners understand how their property is assessed and taxed and the assessment is predictable and stable.




Open and Transparent – General Concepts 

 assessment and tax processes function 
independently 

 clear documentation 
 rationalize and review tax exemptions on 

regular basis 
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 As mentioned earlier, the general premise is that assessment and taxation function independently of each other.
All property is assessed and tax exemptions can be provided by the Province and/or municipality.
However, exemptions should be rationalized and periodically reviewed (e.g. sunset clauses).



Add These Properties to Assessments 

 buildings and structures used for farming 
operations 

 incomplete industrial property (use physical 
condition) 

 rural gas distribution systems 
 electric power distribution systems held by 

rural electrification associations 
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 The next slides outline some examples of the kind of changes that would be realized through this approach.
Buildings and structures used for farming operations are assessed and exempted to a level of 50% in urban areas but are not assessed at all in rural areas.  This creates inconsistencies between rural and urban and between different types of properties and farming operations themselves within the same area.  The Task Force wants to treat them all the same so it doesn’t matter if the property is urban or rural; agricultural or non agricultural or building or land intensive.  
 Based on a policy introduced in the 1960s, a lot of incomplete industrial property is not included in the assessment roll.  This causes a significant loss in municipal and provincial education tax revenue at a time when the construction of these properties is requiring a lot of services.  These costs must therefore be borne by other taxpayers.  The Task Force is recommending that these properties be assessed according to their physical condition.  This does not preclude the Province or a municipality from cancelling or deferring taxes.
Although urban gas distribution systems are assessed and taxed for municipalities greater than 500 people, rural gas distribution systems are exempt. 
The Task Force believes these properties should be assessed and taxed in the same manner as all other property.
 As electric power distribution systems owned by REAs are not included in the definition of linear property, they are not assessed and taxed.  The Task Force recommends they be included so they can be assessed the same as electrification systems owned by other organizations.  This would not preclude a provincial tax exemption or municipal cancellation/deferral of tax.



Add These Properties to Assessments 

 linear property used for farming operations 
 oil sands trucks and shovels 
 dams and the land they are located on 
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Linear property used exclusively for farming operations is not assessed – e.g. telephone and internet services, natural gas, electric power distribution services, etc.  The Task Force is recommending that it be included.
Due to an error in the legislation, some large equipment used in oil sands operations is not currently assessed as it falls outside of the legislated definitions (e.g. trucks and shovels).  The Task Force believes this error should be corrected so these items are included.
All dams and the land they are associated with are not assessed.  The Task Force believes they should be included.




Assessments to be Reviewed 

 Review assessment and taxation of “for 
profit” water and waste water systems 

 Assess oil and gas wells using up to date 
regulated rates) 

 

Presenter
Presentation Notes
There are inconsistencies with how some types of properties are assessed and they should all be reviewed.
For example, water and waste water systems are assessed according to whether they are municipally owned or owned by a for profit organization.  The Task Force recommends this be reviewed  so the practice is clear and transparent.
The cost of drilling an oil or gas well is currently not included in the value of the property. This is significant since there are about 240,000 wells and the cost of drilling accounts for about 40% of the costs of a completed well.  The Task Force is recommending that these properties be assessed using up to date regulated rates that do not preclude the Province or municipality from providing a tax exemption or deferral.





Other Recommendations 

 Require consultation on property 
assessment and tax legislation, policy, and 
processes 
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The final element of ensuring an open and transparent system is to require the Province to consult with municipalities and other stakeholders on legislative, policy and significant process changes.



Sufficient Capacity & Resources Principle 
 

• Sufficient Capacity and Resources, 
Provincially and Locally,  to Administer the 
Property Assessment and Taxation System 
• Property is assessed in a consistent 

and accurate manner.  
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The last set of recommendations fall under the principle of ensuring the capacity and resources to assess property in a consistent and accurate manner.
This encompasses both provincial and local capacity - so that property is assessed in a consistent and accurate manner.



Sufficient Capacity Recommendations 

 Clearly defined roles and responsibilities 
 Sufficient resources for assessment 
 Training and advisory services, internships 

and succession planning 
 Legislated positions of assessment 

commissioner and chief provincial assessor 
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This begins with clearly defined and separate roles and responsibilities.
 For example, provincial elected officials set the assessment policy and provincial administrators oversee the consistent application (i.e., there is separation between policy decisions and system administration).
Assessors have clear direction and understanding through the provision of comprehensive and timely training and associated materials.
They can access advisory services and there is quality assurance oversight through the legislated positions.  



Review and Improve Assessment Complaint 
Process 

 Reduce complaint period (30 days) 
 Faster disclosure of complainant’s evidence 
 Require meeting with assessment authority 

prior to scheduling a hearing 
 Award costs on a consistent basis 
 Improve complaint form and disclosure 

provisions 
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The Task Force believes the assessment complaint system needs to be improved.  
Examples of possible improvements are outlined on this slide.  HIGHLIGHT examples on slide




Review and Improve Assessment Complaint 
Process 

 Enable corrections during a complaint 
 Review fees (reflect admin costs) 
 Training for assessment review boards 
 Quality assurance reviews of board 

decisions 
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And here are some further examples.  HIGHLIGHT examples on slide




Other Recommendations 

 Update definition of farming operations and 
include income requirement 

 Update other definitions (section 1, 284, 
297, 317, 322) relating to regulated property 

 Use mass appraisal approach for 
assessment and business tax  
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There is some long overdue housing to modernize the legislation and reflect current needs.
Examples are on this slide.  HIGHLIGHT.
For example, update the 1960s definition of farming operations to make it clear what land qualifies for farmland.
 Also for other regulated property such as M and E, railway, linear.
We also need to deal with issues created by business tax.



Other Recommendations  

 Cap the residential/farmland education 
property tax requisition 

 Discontinue charging municipalities for the 
preparation of linear assessments 

 Enable electronic administration of property 
assessment and taxation 
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Here are some additional recommendations [NOTED on SLIDE]



• Feedback Through Webinars and Mayors 
Caucus 

• Finalization of Task Force 
Recommendations and Review by AUMA 
Board 

• AUMA Board provides policy paper and 
resolution at 2012 Convention 
 

 

Next Steps 
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The Task Force is seeking your input on these recommendations and has asked me to raise 2 key questions with you:
Have we missed anything?
Are there any recommendations that you do not support?
We’re taking feedback through today’s webinar and another one on June 11.
We’re also reviewing these recommendations at our Mayors Caucus with members in mid-June and will discuss with AAMDC and ARMA.
The Task Force will then finalize their recommendations and submit a Final Report to the Board.
The Board will approve/revise the recommendations and provide a policy paper and resolution to members for the 2012 Convention this fall.



Questions/Feedback 
• Please email sbohaichuk@auma.ca by 

June 15. 
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