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Civic Federation Position Statement
February 13, 2006

Civic Federation Supports Class 3 Assessment Reduction, but
Cautions that Fundamental Property Tax Reform is Still Needed

The Civic Federation supports Assessor Houlihan’s proposal to reduce Class 3
assessment levels from 26% to 20% of market value over three years. It is
important to note that while this proposal may provide a modest incentive for
property owners to maintain affordable rental housing, this proposal does not
significantly address the pressing need for basic reform of the property tax
system in Cook County.

Based upon a review of figures provided by the Assessor’s office, we find that
this proposal would cause only a limited shift of tax burden, given that Class 3
comprises only 1.1% of total parcels and represents only 4.9% of total Cook
County assessed value.

Our initial projections indicate that countywide, the proposed change in
assessment levels would reduce the total tax owed by Class 3 properties by 7% in
tax year 2006. All other classes would experience an aggregate increase of 0.4%.
In tax year 2007, the proposal would result in 14% reduction for Class 3 and an
aggregate increase of 0.4% for other classes, as compared with current levels. In
the third and last year of the proposal, Class 3 would fall by 21.1% and all other
classes would rise by 1.2%, as compared with current levels. As these figures
indicate, the expected impact on other classes would be relatively modest.

It should be noted that this proposal, due to its modest impact, is unlikely to serve
as a sufficient incentive to develop, rehabilitate and preserve rental units,
especially units that serve renters of low to moderate incomes. However,
reducing the gap between the assessment of rental units and owner-owned
residential units should diminish one of the multiple factors that currently
encourage real estate developers to convert rental properties to condominiums.
Therefore, while this proposal may assist slightly in the preservation of
affordable rental housing, it in no way offers any longterm, comprehensive
solution to the problem of the shrinking availability of affordable housing in
much of Cook County.

Despite those cautions, however, the Civic Federation believes this measure will
provide some appropriate relief to the owners of Class 3 property, and may
eventually yield benefits to their tenants, as well. For that reason, we encourage
Cook County Commissioners to vote in favor of Assessor Houlihan’s proposal to
phase in gradual reductions in the assessment level of Class 3 multifamily
properties.
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