Capping Assessments? – Not Good

	Talk of capping assessments has been going on for years.  Some states attempted this idea while others imposed limitations on assessing property.  Assessments are based upon market value.  Attempts to restrict actual market value, as it relates to the assessment, is a recipe for disaster.


	Market Value Increase for 10 Years

	

	The assumptions are an annual 5% market appreciation and a 2% cap on assessments.

	
	
	
	

	Typical Residence

	

	
	S a l e
	A s s e s s m e n t
	
	

	
	Actual Price Paid
	Adjusted 5% annually for actual market appreciation
	Adjusted annually with reassessment
	Adjustments limited to 2% by law
	
	Results

Assessment as % of

Market Value

	
	
	
	
	
	
	

	1998
	50,000
	
	         50,000 
	
	
	100.0%

	1999
	
	         52,500 
	         52,500 
	         51,000 
	
	97.1%

	2000
	
	         55,125 
	         55,125 
	         52,020 
	
	94.4%

	2001
	
	         57,881 
	         57,881 
	         53,060 
	
	91.7%

	2002
	
	         60,775 
	         60,775 
	         54,122 
	
	89.1%

	2003
	
	         63,814 
	         63,814 
	         55,204 
	
	86.5%

	2004
	
	         67,005 
	         67,005 
	         56,308 
	
	84.0%

	2005
	
	         70,355 
	         70,355 
	         57,434 
	
	81.6%

	2006
	
	         73,873 
	         73,873 
	         58,583 
	
	79.3%

	2007
	
	         77,566 
	         77,566 
	         59,755 
	
	77.0%

	2008
	
	         81,445 
	         81,445 
	         60,950 
	
	74.8%


Assumes increase at same rate.
	High-End Residence

	

	
	S a l e
	A s s e s s m e n t
	
	

	
	Actual Price Paid
	Adjusted 5% annually for actual market appreciation
	Adjusted annually with reassessment
	Adjustments limited to 2% by law
	
	Results

Assessment as % of

Market Value

	
	
	
	
	
	
	

	1998
	700,000
	 
	         700,000 
	 
	
	100.0%

	1999
	
	         735,000 
	         735,000 
	         714,000 
	
	97.1%

	2000
	
	         771,750 
	         771,750 
	         728,280 
	
	94.4%

	2001
	
	         810,338 
	         810,338 
	         742,846 
	
	91.7%

	2002
	
	         850,854 
	         850,854 
	         757,703 
	
	89.1%

	2003
	
	         893,397 
	         893,397 
	         772,857 
	
	86.5%

	2004
	
	         938,067 
	         938,067 
	         788,314 
	
	84.0%

	2005
	
	         984,970 
	         984,970 
	         804,080 
	
	81.6%

	2006
	
	     1,034,219 
	     1,034,219 
	         820,162 
	
	79.3%

	2007
	
	     1,085,930 
	     1,085,930 
	         836,565 
	
	77.0%

	2008
	
	     1,140,226 
	     1,140,226 
	         853,296 
	
	74.8%


While percentages are the same, do YOU believe you are better off with a typical assessment being $20,495 below true market while a high-end assessment is $286,930 below true market?
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