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As this will be my last monthly newsletter of 2021, may I take the opportunity to wish you a very enjoyable 

and relaxing festive period with family and friends, despite the continuing pandemic. As you are all aware, 

COVID-19 remains at stubbornly high levels in many countries around the world, some of which are 

reimposing restrictions in order to limit its spread. These measures, in turn, are likely to impact property 

tax systems over the coming months, so we need to keep a close eye on developments. 

Moving on, two reports I would like to draw to your attention, the first of which looks at some of the 

impacts of the pandemic. “The Impact of Work from Home on Commercial Property Values and the 

Property Tax in U.S. Cities” concludes that, even as the recovery strengthens, if trends persist, demand 

for commercial real estate space could fall by as much as 25%, properties’ assessed values could decline 

in some places, and city property tax revenue could face a sharp decrease. Researchers from the City 

University of New York and the University of Illinois Chicago conducted the study which has been released 

by the Institute on Taxation and Economic Policy.  

“The move to working from home for many employers and their professional staff helped businesses 

remain productive during the lockdown and since,” said lead author Howard Chernick, Professor Emeritus 

at City University of New York’s Hunter College. “But this shift will have tangible repercussions for 

commercial real estate occupancy rates and values, especially as some employers consider a permanent 

or partial shift to a remote work model.”  

“This study should raise concerns for local and state government. Property assessments usually lag. While 

governments may not yet be experiencing the effects of declining property assessments, they will if 

current trends persist. Now is the time to implement policies that address this coming challenge,” said co-

author David Copeland, Adjunct Lecturer at Hunter College.    

The study examines eight major cities (Atlanta, Austin, Charlotte, Chicago, Los Angeles, Miami, New York 

and San Francisco). In these cities, commercial real estate accounts for an average of 37% of property 

taxes, ranging from 26% in Los Angeles to 56% in Atlanta. The researchers used data from the Bureau of 

Labor Statistics Quarterly Census of Employment and Wages to track employment changes in 2020 by city 

and industry and to estimate the direct effect of the COVID-19 recession on the demand for commercial 

space. The report contains a full explanation of the methodology, which includes use of a specially 

developed comprehensive database on city finance.  
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It states cities that rely heavily on property taxes will see bigger declines in revenue because of depressed 

commercial real estate assessments. Larger cities in the report’s sample (New York, Los Angeles and San 

Francisco) have more diverse revenue streams, while smaller cities (Austin and Miami) depend more on 

the property tax. Because of relative dependence on the property tax and a large share of commercial 

property, the researchers estimate Atlanta would have the largest revenue decline (5.7%).  The lowest 

predicted revenue declines are for Los Angeles and Charlotte - between 1% and 2%.  The Charlotte results 

reflect the city’s economic strength, a relatively small share of commercial property tax base at risk from 

working from home, and a low share of the property tax in total revenue. For Los Angeles, the lower 

forecasted impact is principally a reflection of the low share of commercial property in the tax base.  

The report continues, diversified revenue structures, such as income taxes in New York and state aid in 

San Francisco, provide some insulation from fiscal shock. By contrast, cities in Texas and Florida, where 

state aid is low and property tax shares are high, will need to re-evaluate their fundamental fiscal stance, 

which is based on no state income taxes, the researchers conclude.   

New York City has the most commercial real estate in the country, with Manhattan alone having 11% of 

all office space in the United States. The researchers found that working from home could lead to a 16% 

drop in the market value of commercial property in New York City, almost double the decrease from the 

COVID-19 recession alone.  These estimates dovetail closely with market value estimates from the New 

York City Department of Finance.    

The effect on cities’ budgets will not happen immediately. Generous federal fiscal relief under the 

American Rescue Plan has given cities a few years of fiscal breathing room to avoid budget cuts, even as 

they collect lower property taxes. Federal, state and local policymakers should make changes now to 

prepare for the upcoming challenge.  

“Cities and their surrounding areas are key drivers of economic activity,” said David Merriman, a co-author 

of the report and Interim Dean of the College of Urban Planning and Public Affairs at UIC. “The pandemic’s 

effect on working arrangements will have a long-term effect on the fiscal health of local governments.”  

The second report I would like to mention is one published by the Altus Group; it is titled “Canadian 

Property Tax Rate Benchmark Report for 2021”. It indicates that seven out of eleven cities surveyed in 

Canada have a commercial tax rate which is more than double the residential tax rate of equally valued 

properties. The report indicates the average commercial-to-residential tax ratio in Canada is 2.73, up three 

per cent from 2.65 in 2020. The report said this trend is, in part, driven by a significant increase in 

Vancouver’s ratio, which rose 48.3 per cent to 3.41 in 2021. This is due to the reversal of the commercial 

Education Tax reduction implemented by the province for 2020 in response to the economic 

circumstances driven by the pandemic. 

A spokesman for Altus said, “It does come down to fairness. In a perfect system, the taxes on all properties 

are equal, but what’s happened over time is that political decisions are made. There’s more weight put 

on the commercial sector, and it starts to become a question of where’s the line? What’s fair? The purpose 

of the report really is to give a focus on it and open up some discussion with that.” 
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The report identifies the following in respect of major Canadian cities: 

• Vancouver’s ratio began trending down in 2017 to a historic low of 2.30 in 2020, but the 2021 

reversal of the Provincial School Tax reduction of 2020 caused the city’s ratio to rebound to 3.41; 

• Calgary’s downtown office properties continue to struggle, resulting in a shrinking non-residential 

tax base. With increasing commercial tax rates and a decreasing residential tax rate, Calgary 

returns to the trend of a rising commercial-to-residential ratio, now sitting above the survey 

average at 2.78; 

• Montreal continued a three-year trend of posting the highest commercial-to-residential ratio, 

currently sitting at 4.17. The city’s ratio rose 1.5 per cent in 2021, marking the second consecutive 

year it posted a commercial-to-residential ratio exceeding 4.1. The ratio first rose above the 

survey average in 2008 and has been steadily climbing since, increasing in 16 of the last 18 years; 

• Quebec City first climbed above the average in 2013 and remains well above the average in 2021 

with a ratio of 3.47; 

• Halifax saw a slight decrease in commercial rates and a lesser decrease in residential rates, 

resulting in a ratio decrease of 0.79 per cent to 2.85; 

• Edmonton saw an increase to the city’s ratio of 5.7 per cent in 2021, but remains just below the 

average with a ratio of 2.52; 

• Ottawa has slowly been decreasing since 2017 and now posts a ratio of 2.37; 

• Toronto continued its 17-year trend of decreasing its ratio. This is consistent with the city’s 

strategy to enhance the business climate by reducing tax rates for commercial, industrial, and 

multi-residential properties to target 2.5 times that of the residential tax rate, said the report. The 

city expects to reach this targeted tax ratio by 2023. However, commercial rates will need to come 

down more if Toronto is to meet this goal; 

• Winnipeg saw a slight decrease in commercial rates and a simultaneous increase in residential 

rates, resulting in a ratio decrease of 0.6 per cent to 1.93; and 

• Saskatoon and Regina ratios decreased in 2021 by 6.3 per cent and 13.4 per cent, respectively, 

after remaining relatively stable from 2017-20. 

The spokesman said that a higher commercial tax ratio makes a city less competitive for businesses to 

establish their operations. “They can find other jurisdictions that have lower tax rates. It just makes the 

competitive environment not quite as good for them,” he noted. “Right now, commercial values have 

dropped significantly and the cities are reluctant to take the tax load down at the same rate as the 

assessments so they end up increasing the tax ratio to try and basically recover the same tax load from 

the commercial base, even though the values have dropped significantly.” 

He said one of the reasons for the rising commercial tax rates is the reluctance of politicians to increase 

taxes on the residential base. “You have a lot of municipal governments trying to limit taxes to the rate of 

inflation on residential ratepayers and when they do that, if they need more money, there’s only one 

other place to go for it and they have to go on the commercial side to raise the rate,” he said. The report 

also points out market value assessments in some cities are severely delayed and outdated. There is a 

large variation in market value property assessments across Canada due to valuation date lags, differing 
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cycle lengths and, in some cases, delays of reassessments. The result is that tax decisions will be based on 

data that is up to eight years out of date and does not reflect the actual market value of properties, 

increasing the risk of unfair property taxation impacting Canadian businesses. 

The spokesman continued, “What ends up happening then is when they do a reassessment and there are 

large shifts between commercial properties and residential properties, the residential ratepayers have a 

high outcry and the reaction is usually to bring in tax mitigation tools, phase-ins of assessment increases 

and increasing the tax ratio or bringing in graduated rates capping taxes.” 

He said Ontario is on a four-year assessment cycle with the valuation date two years prior to the cycle, so 

by the end of the cycle, the values are six years out of date. “They’ve now postponed the reassessment 

for three years in a row. So now, by the end of the assessment cycle, the assessments are going to be 

about nine years out of date and then when they finally do a reassessment it’s going to become a harder 

political pill to swallow because there will be such shifts because a lot’s happened in the market over nine 

years.” 

The report does point out that some Canadian provinces have continued with their annual reassessment 

cycle throughout the pandemic, which the report commends. 

Moving on to IPTI activities, we are looking forward to the first ever “Conference of Valuation Agencies” 

(CoVA) which will be an online event hosted by IPTI on 7-9 December. We have had a number of informal 

“pre-CoVA” online events over the last few weeks which has added to the interest in the main conference. 

We recognise that it is difficult to get the timing right for such a global event with so many different time 

zones to take into account. However, we hope that by starting each day at either 1:00pm or 1:30pm 

Eastern Standard Time, this will allow as many people as possible to participate in the live event. For those 

who are unable to join us live, we will be making a recording of the event available afterwards. For full 

details of CoVA, and other forthcoming IPTI events, please visit our website: www.ipti.org 

Now it’s time for a quick look at what is making headlines concerning property taxes in selected 

jurisdictions and countries around the world.  

In Israel, there has been criticism of a plan that involves half the cost of the Tel Aviv subway being financed 

by taxing owners of property within 800 meters of a station. A bill going through the Knesset orders that 

owners pay 75% of the increase in the value of their property. The government’s justification, states a 

commentator, is the generous building and betterment rights that will be granted near subway lines. 

However, the critic states that the unique nature of the tax is that it is not based on income or realized 

capital gains, but rather on unrealized capital gains. A person pays tax not on money received, but because 

the paper value of their assets has increased. Owners of properties hit by the subway tax will, he says, 

have to take hundreds of thousands of shekels from their savings or pension funds. If those are not 

options, they will have to borrow the money and pay interest on the loan or sell their property. The latter 

will mean moving away from their friends and communities they may have lived in for several decades. In 

his view, the tax is “brutally unfair”. Increases in the value of a property are already taxed by higher local 

property taxes and higher capital gains when the property is sold. Many residents, he continues, will never 

use the subway, be it because of age, disability, comfort or lifestyle, but will still have to pay the bill.  

http://www.ipti.org/
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Those who will benefit most will, the critic continues, be from out of town, coming for shopping, business, 

medical appointments and leisure. All they will have to pay will be the fare, possibly covered anyway by 

an existing travel pass. Apartments within 800 meters of a station will be hit by the tax while neighboring 

units outside will be completely exempt. Presumably, he says, the tax will apply straight away, or be 

staggered over several years, even though the subway will not be ready for over a decade. During this 

time, there will be massive disruption, dirt, building works, traffic and noise. He states the underground 

subways in London and New York, both built in the late 1800s, were financed initially by private 

companies. Each had a viable business model. If the government thinks that the subway cannot be 

financed by projected income from rail tickets, and revenue from other indirect taxes due to increased 

business, it places a serious question mark on the whole project he concludes. Some interesting views. 

In Ireland, where a self-assessed revaluation of the Local Property Tax (LPT) is underway, the government 

has had to extend the deadline for filing the revised valuations. Only just over 50% of the valuations had 

been received by the original deadline of 7 November. LPT, which applies to residential properties, is 

based on a banded capital value which is assessed by taxpayers themselves. The capital value is based on 

the value of the taxpayers’ home as at 1 November 2021. The government said that owners of over a 

million properties had either filed returns or otherwise engaged with Revenue to meet their obligations. 

“With this high level of engagement expected to continue to increase further in the coming days, it is clear 

that property owners are making every effort to fully comply with their LPT obligations,” a spokeswoman 

for Revenue said. “LPT requires property owners to submit a return to Revenue, and we are very conscious 

that this can cause a degree of worry and stress for property owners who do not have a reason to engage 

directly with Revenue on an ongoing basis. Revenue is also very conscious that this is the first revaluation 

for LPT since it was first introduced over eight years ago. In light of this - and having regard to the fact that 

the return filing deadline falls on a Sunday - Revenue has extended the LPT return filing deadline.” Of the 

returns filed to date, more than half (52.7 per cent) valued their homes at under €262,500, with just over 

a fifth (21.5 per cent) valuing their property at €262,501-€350,000. The majority (85.8 per cent) of those 

who have submitted their returns own just one property. Revenue initially sent out 1.4 million letters - 

either physically or via its online service - to the owners of almost two million properties in the State. If 

homeowners fail to file a return by the revised deadline, Revenue will default to the proposed valuation 

for the property that they have included in each of the letters sent out to property owners. 

In Egypt it is reported that work on a project to inventory real estate wealth is in full swing through the 

establishment of an electronic database for all real estate units. The Chairperson of the Egyptian Real 

Estate Taxation Authority (RTA) has announced that about 43 million real estate units were counted up 

to the end of October; the real estate wealth inventory project is expected to be completed by December 

2021. The RTA conducts the real estate inventory every five years; it was supposed to be carried out in 

2017, but it was postponed due to economic conditions. The law stipulates a maximum increase in the 

value of real estate in the new valuation by 30% on residential properties and 45% on non-residential 

properties, compared to the previous valuation currently in force, which was made in 2012 and came into 

effect in 2013. He explained that there is a commitment from citizens who are charged with paying the 

real estate tax due on their properties, as well as the owners of many industrial activities. The real estate 

tax is payable in two instalments: (a) 1 January to 30 June and (b) 1 July to 31 December. 
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In the UK it is reported that businesses hoping for cut in their annual property tax (business rates) 

following the next revaluation due in 2023 risk disappointment. In the recent Budget, the Chancellor froze 

business rates in England until April 2023. At that point rateable values, which are based on rents, will be 

reassessed for the first time since 2017. Commercial rents - particularly of shops - in many areas have 

fallen sharply since then, reflecting both the effects of the pandemic and longer-term trends towards 

shopping online. In theory, business rates - based on annual rental values - should adjust accordingly, 

given that the government delayed the revaluation by a year to ensure that reductions in rents were 

captured. But reports say that the conclusions of a Treasury review into business rates - published 

alongside the Budget - suggested ministers have no intention of ending the legal requirement that each 

revaluation must be revenue-neutral to the Treasury. Under this rule, if rateable values fall overall, then 

the multiplier - the factor (tax rate) used to convert those values into a yearly amount payable - must rise 

to preserve the government’s tax take. Business rates are the only major tax where such a requirement 

applies. Experts said it was possible that the multiplier could rise significantly in 2023 as a result, cancelling 

out much of the benefit of lower rateable values. A further uncertainty is transitional relief which is 

supposed to cushion the impact of rising rateable values for some by phasing in the introduction of falling 

rateable values for others. Retailers complain that it has left thousands of shops, particularly in the north 

of England where rents have fallen steeply, paying more in rates than they do in rent! 

In Australia, it is reported that the NSW Government is forging ahead with its proposal to fundamentally 

change the development contributions system with the release of an extensive package of detailed 

material for public consultation. The Environmental Planning and Assessment Amendment (Infrastructure 

Contributions) Bill 2021 is currently on hold during the consultation phase, but is anticipated to reactivate 

early next year. The Government's proposal aims to implement the recommendations of the Productivity 

Commission's review of the contributions system in 2020, with some refinements to address stakeholder 

feedback to date. The reforms reportedly offer an opportunity for more predictability in development 

contributions, more equitable distribution of contribution obligations and the benefits of uplift in rezoned 

land values, and the more timely delivery of enabling infrastructure to unlock development potential. 

And finally, back to Ireland and the LPT. A taxpayer’s struggles to get the Revenue to sort out his property 

tax payment reportedly left him “stunned”. He phoned the Revenue office and explained that he was 

“computer illiterate” and could not download the information required. He asked if the Revenue could 

print out the information needed to enable him to calculate the value of his home and post it to him, but 

the official said he was not allowed to post it out as they wanted to dispense with using paper! The official 

said he was permitted to read out the information over the phone which he did with the call, apparently, 

going on for over 40 minutes and costing the taxpayer €18. The taxpayer asked if he could pay immediately 

for the next four years “so I would not have to go through all the stress of phoning you again”. The official 

said he could only take payment for one year. When the official took the credit card details for the 

payment, the taxpayer asked if he could get a receipt. Unfortunately, he was told that would also involve 

the use of paper, so was not permitted! This may be taking the move to a paper-free world too far! 

Paul Sanderson JP LLB (Hons) FRICS FIRRV 

President, International Property Tax Institute 


