GUEST VIEWPOINT: Tax calculation no longer simple | Property tax bills arrive soon; changes in state laws and real estate markets are bound to cause confusion 
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Oregon has had a property tax system in place since before statehood, and it provides the core funding for basic services we have all come to expect — fire and police protection, schools, parks, elections, high-quality infrastructure and so on. But people’s understanding of how the property tax system works is often incomplete, partly as a result of major changes in the system during the past two decades. When property tax bills arrive soon, Oregonians would benefit from understanding what they mean and how they’re calculated.

Property taxes used to be simple. Local budget committees and governing boards determined how much money they needed to provide service to their communities, and the assessor calculated the tax rate to be charged to each property. Property owners then paid tax to the local governments and schools, based on the market value of their property and the rate needed to raise the funds requested by the local governments and schools. As real estate markets rose and fell, taxes adjusted accordingly.

That is no longer the case.

In the 1990s, Oregonians approved two tax reform measures, Measure 5 and Measure 50, that have completely changed the way property taxes are calculated and billed to property owners. The basic formula for calculating property taxes is as simple as ever: Property value, multiplied by the tax rate, equals the amount billed. But we now have a limit, or a cap, applied to each part of the basic formula. Measure 5 caps the amount that can be billed to each property at $15 per $1,000 of real market value, excluding bonds — $5 for schools, $10 for general government.

Measure 50 went further, creating limits on the amount of a property’s value that can be taxed. The measure also created permanent tax rates for each local government and school that cannot be increased. Each property now has an “assessed value” that is largely divorced from the property’s market value. Assessed values were created by reducing 1995 market value by 10 percent, and then adjusting it by 3 percent a year plus the value of any new changes to the property from that point forward. As market values grew faster than the 3 percent, the gap between market and assessed values widened.

For this tax year, residential property has an average assessed value that is 65 percent of its market value. This lower amount is what you pay taxes on. And if the combined rates of all local governments or schools were to exceed the Measure 5 limit, then that cap kicks in and reduces your tax as well.

These three limitations created a complicated system, yet it is one that has saved taxpayers money every year and protected taxpayers from the upward swing in the real estate market that occurred over the past several years.

However, we are now in a declining real estate market. That is going to create some confusion when taxpayers receive their tax bills this month and see lower real market values, higher assessed values, and potentially higher taxes this year.

The value of your property on this month’s tax statement is its value as of Jan. 1, 2009, and is based on the 2008 real estate market. The residential real estate market was mixed through most of 2008, with price declines beginning in the fourth quarter. The countywide median residential property value declined 8.69 percent, but the median assessed value under Measure 50 grew 3.42 percent. In Eugene, the median value declined 7.45 percent. In Springfield the median value declined 9.22 percent. Again under the Measure 50 laws, assessed values in both cities grew by slightly more than 3 percent.

Here are answers to some common questions about property tax bills. More information is available at our Web site (www.lanecounty.org/at) and from an informational insert that is included with tax statements.

Question: I just bought this property (or refinanced my loan), and the fee appraisal is lower than the amount on my tax statement. Can you reassess my property and give me a refund?

The short answer is no. Oregon only sets property values for tax purposes as of Jan. 1 each year, and that value is based on the previous year’s real estate market. Any changes that have occurred in the 2009 market will be on your 2010 tax statement.

Most property owners are not paying tax on their market value, and the recent declines in the market have not dropped market values below assessed values. The countywide median residential market value was $218,739 on Jan. 1, and the median assessed value was $142,595. Unless a property’s market value drops below or comes very close to its assessed value, it is unlikely that your tax amount will change.

Question: My taxes can only grow by 3 percent, so why is my tax bill more than that?

The 3 percent limitation is on the growth in assessed value of your property if there are no changes to the property that would create new taxable value. There is no limit on the amount taxes can grow, except that it cannot exceed the totals allowed by Measure 5. New tax levies and bonds approved by voters will cause your taxes to increase.

For example, city of Eugene properties will see the new street bond approved last year on their bills for the first time. Because bonds are not subject to the Measure 5 limit, property owners will be billed the full amount for the bond. This caused the overall tax rate to increase, and median taxes on a residential property in the city of Eugene have grown by 6 percent — even though the median assessed value grew by only 3.29 percent.

By comparison, property owners in the city of Springfield will no longer be paying for the Willamalane Park & Recreation District bond. As a result, even though the median assessed value for a home in Springfield grew by 3.42 percent, the median tax amount grew by only 2.09 percent.

Question: Should I appeal?

It is your right under the law to appeal your property value to the Board of Property Tax Appeals; however, it is important to understand a few basics. In most cases, the board can only review your property’s market value; it cannot reduce your assessed value or your tax amount independent of the market value. A reduction in your property’s market value does not guarantee you will receive a refund. You will need to provide evidence showing the market value of your property was different on Jan. 1.

For example, if you have a fee appraisal from September 2009, it is unlikely that it represents the value of your property on Jan. 1, 2009. Before you appeal, you can contact our office to speak with an appraiser about your account and we may be able to resolve your issue without an appeal. If you decide to appeal, the filing deadline is Dec. 31. Forms are available at the county clerk’s office and on the county’s Web site. Appeal hearings are held the following February through April.

This is a fairly simplistic overview of the property tax system. The tax laws are designed to be applied on a property-by-property basis, and there are many situations that can make the calculations more complex than I have described. Depending on your personal perspective, the tax system is either working well by enforcing limits and providing some stability and predictability from year to year, or the tax limitations have prevented our schools and local governments from capturing the full value of the real estate market and restrained their ability to raise operating funds for core services.

And when you begin comparing similar properties to each other and realize that taxes are different between them for various legal reasons, you begin to see the unavoidable inequities that have developed over time since the passage of Measure 50.

A bad economy creating financial stress on both individuals and governments has converged with concerns about equity and fairness in Oregon’s tax system — a convergence that is likely to bring the topic of yet another tax reform to the forefront of the Oregon Legislature.

It’s a steep hill to climb if legislators decide to tackle this topic, because any reform will require an amendment to the state’s constitution by statewide vote.

And tax reform means different things to different people. What does it mean to you? Lower taxes? A redistribution of the tax burden among properties? More revenue for schools? Fewer exemptions or special assessments?

Whatever the changes are that you think are important for the property tax system to ensure fairness and equity in local taxation, your voice needs to be heard by your state legislator.

In the meantime, remember that payments are due Nov. 16 this year, and you can receive a discount if you pay two-thirds or the full amount by the due date.



