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Resolution on Provincial Capping Legislation 
Mayors and Wardens Meeting 

March 8, 2007 

WHEREAS the Province implemented the CAP Assessment Program (CAP) in 2005 to help 
protect property owners against dramatic assessment increases by limiting or “capping” the 
annual increase in eligible property assessments; and 

WHEREAS under this legislation the cap was to be set annually by Cabinet through regulation; 
and

WHEREAS the base year for the program was set at 2001, and the cap for subsequent years set 
at 15 percent in 2002 and 2003, and 10 percent from 2004 to 2007; and 

WHEREAS in 2005 the UNSM established a position to oppose the capping of assessments 
without an income test because it undermines the fair market value assessment system which is 
recognized worldwide as the most appropriate method of assessing and taxing property owners; 
and

WHEREAS in 2006 the Province passed legislation to remove the requirement to set the cap 
annually through regulation and to establish a fixed annual cap rate based on the Consumer Price 
Index (CPI) beginning in 2008; and 

WHEREAS the Nova Scotia CPI has ranged from 1.6 percent in 2001 to 2.1 percent in 2006; 
and

WHEREAS this new rate of CPI was supported by all three political parties with absolutely no 
consultation with municipalities; and 

WHEREAS a cap at CPI would no longer be considered “dramatic assessment increases” and 
would thus undermine the original intent of the program to protect property owners from 
dramatic increases in assessments; and 

WHEREAS UNSM commissioned Deloitte to prepare a report on the impacts of moving the cap 
from 10 percent to the rate of CPI; and 

WHEREAS the report indicated that at an estimated CPI of 2.3 percent, the number of eligible 
properties receiving the cap (assuming all apply) would increase by 155 percent from 120,000 to 
306,000; and 

WHEREAS this increase would result in municipal tax rates increasing on average by 5.7 
percent to make up for lost revenues caused by the cap; and 

WHEREAS as tax rates rise to offset the lower assessment base, the tax burden will shift from 
capped properties to uncapped properties; and 



WHEREAS those municipalities with fewer uncapped properties will have less of a decrease in 
their Uniform Assessments resulting in these municipalities shouldering a larger share of the 
burden to pay for Provincial mandatory contributions to education, housing and corrections; 

THEREFORE BE IT RESOLVED  that while the UNSM continues to oppose assessment 
capping in any form, the Mayors and Wardens strongly urge the Province to rescind the cap at 
CPI and to continue setting the cap at 10 percent subject to a means test for principle residences 
only, until 2010 at which point it will be reviewed by the Province and UNSM.  
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CAP Program Analysis
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Summary notes from CFIB’s 2004 Report titled “Property Tax Inequities 
in Nova Scotia” 
 
·  Property tax poses many problems for small business owners: 

o Firstly, it is a ‘regressive’ tax because, unlike sales or income tax, property taxes do 
not rise and fall as income and consumption rise and fall.  

o Secondly, the amount one pays in property tax bears little relationship to the amount 
of goods or services one uses. 

 
·  Commercial property taxation stifles growth and job creation. In fact, in Nova Scotia, small 

business owners indicate that local commercial property tax is the most harmful tax they face 
in the operation of their business. 

 
·  Despite the lack of a relationship between income or consumption, all Nova Scotia 

municipalities tax businesses at a higher rate than residents for owning or occupying 
commercial property. This results in businesses paying more than they do as residents to 
enjoy the very same services. In some municipalities, businesses actually receive fewer 
services, despite paying more for them. 

 
·  There’s been no shortage of accusations of unfair assessment in the residential sector. Yet 

little debate has been held around assessment issues for the commercial sector. Fortunately 
for the residential sector, the sheer number of residential properties means assessment 
problems are reduced simply due to the number of real estate transactions that occur and 
which provide guidance to assessors. This is not the case for the commercial sector. 

 
·  Compounding this is the fact that assessing commercial property is more difficult because of 

the relative uniqueness of each business, particularly in the case of manufacturing and 
wholesale businesses. Furthermore, in the quest for ‘fair’ valuation, assessors may value 
property for its ‘theoretical’ use, rather than on its practical one. 

 
·  While market value is believed to be the fairest way to value property, it is still a highly 

subjective measure. Past sales and purchases of neighbouring properties provide some 
guidance around what fair market value for a property might be, but are not exact indicators. 
The degree to which assessed values are imprecise has a direct impact on owners' tax 
obligations. Many properties are over assessed, while many other properties are under 
assessed.  

 
·  The subjectivity around assessment is compounded by political interference, such as applying 

a cap to how much assessments can rise. 
 

·  Regardless of the level at which the cap applies, such interference serves only to distort the 
fairest measure of property that exists, compounding the problems already embedded in 
property assessment. 

 
·  Since commercial property is not eligible for assessment capping, the commercial sector is 

likely to bear the burden of tax shifting from those who are able to take advantage of it, 
putting it at an even greater disadvantage than existing previously. 

 



 
 
 

Brief from NS Chambers of Commerce 
Response to Changes in Assessment Act – Consultatio ns - February, 2007 

 
General Overview  

 
The Nova Scotia Chambers of Commerce sees property taxation as an outdated 

form of collecting revenue.  We favour a complete overhaul of our tax system, 
which would replace property taxes and other types of taxation.  

 
Existing CAP  

 
Since 2004-05, the Cap Assessment Program (CAP) has been designed to protect Nova 
Scotia property owners from undue increases in market value by limiting or "capping" 
annual taxable assessment increases on eligible properties.  The CAP is not automatic. 
But it appears that most people using it are not  low income earners, who are the very 
people it was designed to protect.  Property owners need to apply for the CAP and the 
property in question must meet the following criteria: 
 

- be at least 50% owned by a Nova Scotia resident  
- be classified as taxable residential or taxable vacant resource property  
- have an increase in market value assessment greater than the CAP percentage 

excluding any new assessment value as a result of construction or renovations to 
the property  

- have not transferred, or if transferred, then only to certain close relatives such as 
a spouse, child, grandchild, great grandchild, parent, grandparent, brother or 
sister. The property may also be transferred to family trusts or farm cooperatives 
and remain eligible. 

 
The cap percentage is the assessed increase in value your property must have 
sustained in order to be considered for eligibility. The CAP has been set at 10% each 
year since 2004.  

 
Extended CAP legislation (being reviewed)  

 
The CAP legislation extends the existing CAP but also calls for one major change. Until 
now, the CAP percentage had been limited to the amounts above (10 per cent since 
2004). The changes  being prescribed peg the homeowners’ cap to the provincial 
Consumer Price Index (CPI) on December 1st in the immediately preceding municipal 
taxation year.  This would reduce the tax money being brought in through residential 
taxes by up to 7 per cent for each residential property re-assessed under the program.  
 



NS Chambers’ Review of Proposed Changes to CAP  
 
In 2004 when the assessment cap was first introduced, several Chambers and Boards of 
Trade worried that it would unfairly burden commercial property owners. That continues 
today. The proposed changes limiting residential increases to the CPI only serve to 
widen the distance between residential and commercial rate payers. Our position is that 
commercial tax rates should at least be held where they are, and not increased, as 
would undoubtedly be the case under this proposal.  
 

Precise Recommendations  
 
The bottom line from the NSCoC is that Changes to the Assessment Act should keep 
the CAP limit at 10 per cent per year for a select group of residential property owners. By 
that, we mean the CAP should be granted only to retirees  based on income tax 
receipts. We would respectfully suggest that retirees earning more than $40,000 per 
year should not be entitled  to the CAP’s protection. We are also adamant that the CAP 
should not be available  to Nova Scotians of working age unless they can prove dire 
financial hardship.  Our members across the province tell us that high taxation is one of 
the biggest impediments to operating a business in Nova Scotia. Creating a more 
selective group of CAP users would go a long way toward avoiding sudden spikes in 
commercial property taxes. If we don’t want to drive business away from this province, 
we request that you consider our position. 
 

Looking to the Future  
 

The NS Chambers of Commerce represents almost 7-thousand business owners and 
their employees across the province. We take that role seriously, and would like to 
embark on a dialogue for completely eradicating the outdated and archaic property tax 
system in this province.  It’s a system that penalizes businesses and home owners for 
property improvements and business growth.  Is that what Nova Scotia should be about?  
Instead of following other provinces and states, meaningful tax reform is an issue where 
we should strive to be leaders.  
 
 
 
Alan Johnson                                                           Gary Cusack 
Executive Director                                                    President 
Nova Scotia Chambers of Commerce                     Nova Scotia Chambers of Commerce 
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In response to your survey on the CAP Assessment Program, our  comments to your questions
are as follows:

Q1 What is your understanding of the purpose of the CA P Program?

A1 The purpose of the program is to protect property owners from dramatic increases in
market value by capping the annual taxable assessment  increases.  However, the target
group that the program was designed for (low incomes) expand ed to include those
owners with multiple properties who can well afford a ny increases.

Q2 What feedback, if any, have you received from prop erty owners about the program?

A2 Comments that we received were far ranging - from p oor communication to
discriminatory application. Taxpayers who were not elig ible for various reasons (mainly
those whose increase was under the percentage) felt th at they were subsidizing those
with high-end seasonal/recreational properties with “capped” assessments.

Q3 What has been your municipal unit’s experience with  the CAP Program?
A3 For the first year of the program 31% of the reduct ion in assessments ($67 million) as

a result of “capping” was for the benefit of 20 pro perty owners.  One property owner
accounted for 3.7%. The $67 million reduction in as sessment equals $158,000 in tax
revenue or .02¢ on the residential tax rate.

Q4 What suggestions, if any, would you have for the f uture of this program?
A4 The program should be eliminated or at least appl y only to the principal residence of the

owner who resides in the affected municipality.

Q5 Do you have any suggestions for an alternative pro gram?
A5 Alternative program - broaden Section 69 of the M unicipal Government Act and employ

a “means test” to those property owners who experience d ramatic increases in market
value assessments.

Q6 Do you have any further comments to make?
A6 This program should be dealt with before assessme nts become so distorted that they are

meaningless.
Q7 Do you have any questions you would like to have a nswered?
A7 With the Assessment Management Board responsible fo r Assessment Policy and the

Government of Nova Scotia responsible for Tax Policy w here does this leave the Union
of Nova Scotia Municipalities to provide input?



Region of Queens Municipality 

Notes on Provincial CAP Discussions 
Bridgewater February 7, 2007 

 
The general consensus is that the legislation must be designed to protect the most 
vulnerable in society and focus on low income residential property owners. Applicants 
must be required to provide total disclosure of all household income.  Most 
municipalities represented support the Provincial Government setting the ceiling for 
application. The maximum income level should be set by regulation, adjusted annually 
and no later than February in order that municipalities are better able to budget 
effectively.  
 
An alternate option is for the Legislature to require every municipal unit to provide a tax 
relief programme for residents, to set the maximum household income level and then 
leave  the extent of relief to the determination of the individual units. The CAP would 
continue to be based on CPI. 
 
The introduction of means test will require annual application for the CAP, a complete 
departure from the current requirement that states that there is no need to apply each year, 
after having applied the first time.  The inclusion of a means test would have to require 
the submission of proof of income, annually. (i.e. statement of income tax assessment) 
allowing for changing circumstances.  It seems likely that this may well result in limiting 
the number of applications.  
 
Without a means test there is definitely concern that those with higher income levels and 
consequently higher property values are more likely to be eligible for capping, as their 
values are more likely to meet the increase percentage criteria. Those who find 
themselves unable to perform substantial maintenance or improvements to their homes 
will find their values not increasing by higher percentages, therefore not qualifying for 
capping.  Those able to afford more affluent homes benefit from lower assessment value 
increases, while those with modest valued homes have to pay higher tax rates, to make up 
for the shortfall in lost assessment revenues.  The low to modest income residents are not 
protected, while the higher income earners see a benefit. 
 
The CAP legislation adjusts Uniform Assessment proportionately. Consequently rural 
municipalities and small towns that are less impacted by rising assessment values will 
pay a much larger proportion of the mandatory contributions for services (education, 
corrections, etc.). Smaller and less affluent municipalities that are able to offer fewer 
services to residents will consequently pay a greater proportional contribution toward 
provincial services.  Conversely, municipalities that have substantial waterfront 
assessment and which may well have the choice of offering more services will be less 
hard hit simply because they will have many more residents who qualify for capping, 
lowering their uniform assessment. 
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Only a principle residence should be eligible for Capping. Nova Scotians owning more 
than one residence should have to decide which is their principal residence.  Frequently 
recreational properties in rural areas tend to be the driving force behind the increases in 
market values.   
 
Apartment complexes are not eligible for Capping.  Consequently tenants will almost 
assuredly be subject to increases in rent charges to cover the increase in taxes accruing to 
the rental property owner.  By contrast in the absence of a means test, condominium 
owners have access to Capping. Having met all other criteria, they will be afforded a 
ceiling on assessment values, effectively reducing the amount of taxes paid.  Thus 
residing in the more valuable condo affords greater likelihood of a tax break, while living 
in the less valuable rental apartment provides a greater likelihood that monthly expenses 
will be increasing.  It is probable that apartment dwellers ten to be less affluent than 
condominium owners. 
 
It is not feasible to demand that the CAP legislation be withdrawn. There was however, 
strong consensus that there be amendments made with regards to criteria reflecting the 
above observations and concerns.  The program as it currently stands does not meet the 
needs of municipal units nor does it provide protection for modest to low-income earners.    
There needs to be some serious consideration by the political parties of Nova Scotia, to 
the suggestions given during these feedback sessions. 
 
The percentage drop to CPI for 2008 will see an even larger number of eligible 
properties, further straining the municipal tax rates.  Add to this the forgone conclusion 
that increases in education and corrections charges to municipalities will not be limited to 
CPI and the situation for municipalities becomes virtually untenable.  Of course, 
provincial politicians may make the argument that municipalities can cut back on costs.  
This is a significant challenge as so many municipal costs are driven not by internal, but 
rather by external legislated requirements such as education, corrections, subsidized 
housing, water treatment, sewage treatment, land filling, recycling, composting, policing 
services, assessment services, DOT services and more.  In fact, these external drivers 
often account for over 40% of a municipality’s budget. 
 
Submitted by John Leefe DCL Mayor 
Region of Queens Municipality 
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