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Petitioner

DISTRICT OF COLUMBIA

Respondent

AI,IEIIDED FINDINGS OF FACT Af,ID CONCLUSIONS OF LAW

T h i s  m a t t e r  c a m e  b e f o r e  t h e  C o u r t  f o r  t r i a l  o n  p e t i t i o n e r ' s

a p p e a l  f r o m  a n  a s s e s s m e n t  f o r  r e a l -  p r o p e r t y  L a x e s  f o r  y e a r s  1 9 8 9

a n d  1 9 9 0 .  T h e  p a r t i e s  f i l e d  s t i p u l a t i o n s  p u r s u a n t  t o  p r i o r

S u p e r .  C t .  T a x  R .  1 1  ( b )  .  U p o n  c o n s i d e r a t i o n  o f  t h e

s t i p u l a t i o n s ,  a n d  t h e  e v i d e n c e  a d d u c e d  a t  t r i a I ,  a n d  h a v i n g

r e s o - l - v e d  a l l

f o l l o w l n g :

a r r o q f i n n q  n f n r o d i h i  I  i t r r t h e  C o u r t  m a k e s  t h e

FINDINGS OF FACT.

1  .  The  sub jec t  p rope r t y  i s  owned  by  111  1 -19 th

Assoc ia tes ,  a  l im iLed  pa r t ne rsh ip  o rgan i zed  and  ex i s t i ng

t h e  l - a w s  o f  t h e  D i s t r i c t  o f  C o l u m b i a .  P e t i t i o n e r ,  1 1 1

S t r e e t  A s s o c i a t e s ,  i s  o b l i g a t e d  t o  p a y  a l f  r e a f  e s t a t e

r o o ^ c n ^ n  - ^ - i  n q f  i -  h o  q r r h i a aa s s e s s e o  a g a r r ^ -  - * - r - - t  p r o p e r t y .

St ree t

under

1 -19 th

T A X C S



2 .  The  sub jec t  p rope r t y  i s  I oca ted  a t  1111 -19 th  S t ree t ,

N .W. ,  Squa re  I 40 ,  Lo t  90 ,  i n  t he  D i s t r i c t  o f  Co lumb ia .  I t  i s  a

12 -s to r y  o f f i ce  bu i l d i ng ,  bu i l t  i n  I 919 ,  w i t h  t h ree  I eve l s  o f

unde rg round  pa rk i ng .  The  p rope r t y  has  375 r843  g ross  squa re  f ee t .

I t  has  235 ,300  squa re  f ee t  o f  g ross  l easab le  o f f i ce  space ,

I 4 ,475  squa re  f ee t  o f  g ross  l easab le  re ta i l  space ,  3 , J40  squa re

fee t  o f  s t o rage  space  and  250  pa rk i ng  spaces .  The  p rope r t y  i s

zoned  C -4  and  deve loped  t o  a  10 .0  FAR.

3 .  Fo r  t ax  yea r  1989 ,  t he  va lua t i on  da te  be ing  Janua ry  I ,

1988 ,  t he  D i s t r i c t ' s  p roposed  assessmen t  was  $53 ,339 ,000 .

Pe t i t i one r  t ime l y  f i l ed  a  comp la in t  w i t h  t he  Boa rd  o f

Equa l i za t i on  and  Rev iew  (BER) .  The  BER he ld  a  hea r i nq  and

reduced  t he  assessmen t  t o  $43 ,941 ,95 I .  A t  t r i a f ,  t he  D i s t r i c t

sough t  t o  upho ld  t he  assessmen t  o f  $53 ,339 ,000 .

4 .  Pe t i t i one r  t ime l y  pa id  t he  rea l -  es ta te  t axes  i n  f u I l ,  ds

r o n r r i r o r i  h r r  l a r . r  r n d  f  i m o l r T  f i l c |  t h i s  n e t i t i O n  f O f  f e d U C t i O nr u r r ,  
J  r r r u L r  L r r a o  F

a s s e s s m e n t  a n d  r e f u n d  o f  e x c e s s  t a x e s  p a i d  f o r  t a x  y e a r  1 9 8 9 .

o f

I n

i f q  n o l - i 1 _ i n n  n o i _
,  Y U L

r h e  n r r r n a r ' l .  \ /  f O r

pe t i t i one r  changed

$31 ,900 ,000 .  Th i s

A n n r z  i  c o r

i t i o n e r  a s s e r t e d  t h a t  t h e  f a i r  m a r k e t  v a l u e  o f

t ax  yea r  1989  was  $33 ,300 ,000 .  A t  t r i a l ,

i t s  c l - a im  as  t  o  t he  va lue  o f  t he  p rope r t y  t o

f  i  o r r  r e  r e f  I  e r - t s  t h e  v a l - u e  s e t  h v  i  t  s  e x n e r t



5 -  Fo r  t ax  yea r  1990 ,  t he  D i s t r i c t ' s  p roposed  assessmen t

was  $60 ,7  70 ,000 .  Pe t i t i one r  t ime l y  f i l ed  a  comp la in t  w i t h  t he

BER.  A f t e r  a  hea r i ng ,  t he  BER sus ta i ned  t he  assessmen t .  A t

t r i a l ,  t he  D i s t r i c t  sough t  t o  upho ld  t he  assessmen t  o f

$60 ,170 ,000 .

6 .  Pe t i t i one r  t ime l y  pa id  t he  rea f  es ta te  t axes  and  t ime l y

f i l ed  t he  pe t i t i on  f o r  a  r educ t i on  o f  t he  assessmen t  and  re fund

o f  excess  t axes  pa id  f o r  t ax  yea r  1990 .  r n  i t s  pe t i t i on ,

pe t l t i one r  asse r t ed  t ha t  t he  f a i r  ma rke t  va lue  o f  t he  p rope r t y

fo r  t ax  yea r  1990  was  $34 ,400 ,000 .  A t  t r i a1 ,  pe t i t i one r  amended

i t s  c l a im  to  $32 ,700 ,000 ,  wh i ch  re f l ec t s  t he  va fue  se t  bv  i t s

expe r t  app ra i se r .

1  -  The  t ax  assesso r  f o r  bo th  t ax  vea r  r 9B9  and  rg90  was

P h i l l i p  S .  A p p e l b a u m .

w i t h  t h e  D e p a r t m e n t  o f

M r  A n n o l  h : r r m  d e t e f m i n e d  t h e  n o t e n tv u  u u r r r L r l l s u  u t l u  l J v  u E r r  L

t he  p rope r t y  t o  be  $5 ,349 ,8 i 3  f o r

M r  A n n o  I  l - r r r r m.  ̂ r -y_  l -s  a c o m m e r c r a l  a s s e s s o r

F i n a n c e  a n d  R e v e n u e  o f  t h e  D i s t r i c t  o f

co lumb ia .  Fo r  bo th  t ax  yea rs ,  Mr .  Appe rbaum used  t he  mass

app ra i sa l  t echn ique  and  u r t ima te l y  app l i ed  t he  i ncome  app roach

i  n  . a q q o q q ' i  n n  t h o  n r n n a r l -  \ t
v r  v y u !  L y

B .  B a s e d  o n  h i s  o p i n i o n  t h a t

s u b j e c t  p r o p e r t y  w a s  s u b s t a n t i a l l y

t h e  r e p o r t e d  i n c o m e  f o r  t h e

be low  cu r ren t  ma rke t  r a tes ,

i a l  ne t  ope ra t i -ng  rncome o f

t ax  yea r  1989 .  I n  con t ras f



t he  repo r ted  (ac tua l )  ne t  ope ra t i ng  i ncome  o f  t he  p rope r t y  was

$2 ,102 ,356 ,  $2 ,928 ,529  and  $2 ,933 ,590  f o r  t he  yea rs  1984 ,  1985 ,

and  1986  respec t i ve l y .  The  1986  i ncome  was  t he  mos r  r ecen r

ava i l - ab re  to  h im  when  he  was  pe r fo rm ing  the  tax  yea r  1989

assessmen t .  M r .  Appe lbaum a r r i ved  a t  h i s  f i gu re  f o r  ne t

n n p r . a f  i  n n  i  n n n m o  h r r  n n n r l r r n f  i  n n  a h  a ^ n  n ^v P s ! a  L r r r Y  r r r u L / r r r u  u v r r u q v  q r r  - - - . ^ - I T l ] C  f  n c o m e  e x p e n s e  S t U d y

o f  b u i l d i n g s  b u i l t  i n  t h e  1 9 7 0 ' s .  M r .  A p p e l - b a u m  e x a m i n e d  t h e

e x p e n s e s  a n d  l - e a s e s  s i g n e d  w i t h i n  t h e  l a s t  t w o  v e a r s  i n  t h e s e

b u i l d i n g s  a s  r e p o r t e d  t o  t h e  D i s t r i c t .  H e  t h e n  a v e r a q e d  t . h e

o v n a n c 6  r n r l  i  n r : o m e  f  i o r r r e s  : n r i  : n n 1  i  9 6 1  t h e m  t O  t h e  s r r h i e r : t! r y u ! u J  o r r u  q f J l J f r s u  L l l c l l t  L U  L r r u  J u v J s u L

n r n n o r r -  r r  t c  l _  h p  n a j -  A n o r : 1 -  i  n o  i  n C o m e  -  H e  t e S t i f  i e d  t h a t  e x i  s t  i  n cv t / u r o L r r r y  r r r ! v r r r u .  r r U  L E J L I I f  E U  L l t q L  g A ! J L r r r g

l e a s e s  a t  t h e  s u b j e c t  p r o p e r t y  w e r e  n o t  u s e d .  V r ] i t h o u t  m a k i n g  a n y

a c l  i r r s t m e n t s  f  o  f  h e  n n f  e n f  i a  I  n e l -  n n a r : l .  iu v J  q r  u r l l E r r  L o  L U  1 - v  u v r r  - * n g  I n C O m e ,

d i v i d e d  h i s  n e t  i n c o m e  f i g u r e  b y  a  c a p i t a l i z a t i o n

w h i c h  w a s  g i v e n  t o  h i m  b y  t h e  S t a n d a r d s  a n d  R e v i e w

M r  A n n e  t  h a r  r r l

r a te  o f  11 .63?

D iv i  s  i on

Mr .  Appe lbaum s ta ted  t ha t  Lh i s  was ,  i n  h i s  op j - n i on ,  Lhe  p rope r

ra te  f o r  bu i r d i ngs  i n  t ha t  age  ca tego ry .  Based  on  t hese  f i gu res ,

Mr .  Appe lbaum ca l - cu ra ted  the  fa i r  marke t  va rue  o f  t he  p rope r t y

to  be  $53 ,339 ,000 .

Fo r  t ax  yea r  1990 , Mr . A p p e l b a u m  c o n d u c t e d s im i l a r

r n c o m e  e x p e n s e  a n a l y s i s .  H e

' i  n c n m a  a f  q  q  9 1  3 ,  6 8 0  w h e n  t h ea J f

u s e d  a  p o t e n t i a l  n e t  o p e r a t i n g

a c t u a l  n e t  i n c o m e  f o r  I 9 B 1  w a s



52 ,981  , 594 .  Aga in ,  he  a l -mos t  doub led  t he  i ncome .  Fo r  t h i s  t ax

\ / a^ r  Mr  anne lbaum used  a  can i t a l i za t i on  ra te  o f  9 .83?  wh i ch

was  g i ven  to  h im .  He  admi t ted  a t  t r i a l  t ha t  t h i s  ra te  was  no t

su f f i c i en t  t o  cove r  a  mor tqage  paymen t ,  re tu rn  on  equ i t y  and  pay

f  h e  r e a . l  e s f  a f  e  t a x e s

1 0 .  A t  t r i a I ,  M r .  A p p e l b a u m  t e s t i f i e d  t h a t  t h e  a c t u a l -  n e t

n  n o r r f  i  n n  i  n n- , . ^ . ,  - , . , o m e  m a y  o r  m a y  n o t  b e  s i m i l a r  t o  t h e  p o t e n t i a l

( m a r k e t  )  n e t  r r n e r e t  i  n c  i  n c o m e  w h e n  u S i  n o  t h e  m a s s  a n n r a  i  s a  I\ r r r u ! r \ v e / q _ y - y -

t e c h n i q u e .  H e  s t a t e d  t h a t ,  i n  f a c t ,  h e  d i d  n o t  a n t i c i p a L e  t h a t

t h e  i n c o m e  f o r  t h e  s u b l e c t  p r o p e r t y  w o u l d  j u m p  t o  $ 5 , 3 4 9 , 8 1 3  i n

1 9 8 8 ,  t h e  t e s t  y e a r  f o r  t a x  y e a r  1 9 8 9 ,  o r  t o  a l - m o s t  $ 6  m i l l i o n

i n  1 9 8 9  f o r  t a x  y e a r  1 9 9 0 .  H e  a l s o  s t a t e d  t h a t  h e  d i d  n o t  g i v e

e f f e c t  t o  a c t u a l  i n c o m e ,  a c t u a l -  e x p e n s e s ,  l e a s e - u p  c o s t s ,

i m p r o v e m e n t s  c o s t s ,  r e n t  c o n c e s s i o n s  o r  v a c a n c y  a n d  c o l f e c t i o n

l o sses .

n  r n n o  r l -  r r

r e l e v a n c y

B y  n o t  t a k i n g  i n t o  a c c o u n t  t h e  e x p e r i e n c e  o f  t h e

A n n e l h a r r m ' q  i n r - o m e  f i o u r e s  h a v e  a  d i s t o r t e d- - Y

t h e  s r r b i e r - f  n r o n e r f  v  a n c l  c a n n o t  b e  v e r v  r e l  i  a h l  e  -

Mr

to

A s  a  r e s u l t ,  h i s  a s s e s s m e n t s  s u f f e r  E h e  s a m e  u n r e l i a b i l i t y .

11 .  On l y  t he  t axpaye r  o f f e red  expe r t  t es t imony .  Ms .

M iche l - l e  Saad  t es t i f i ed  f o r  t he  pe t i t i one r  and  t he  Cou r t

: r - r - e n i c r ]  h e r  a s  a n  e x n e r f  w i t n e S s



12 .  Ms .  Saad  a r r i ved  a t  t he  l and  va lue  by  cons ide r i ng

comparab le  sa les  and  ad jus t i ng  f o r  d i ss im i l a r i t i e s  w i t h  t he

sub  j  ec t  p rope r t y .  Ms  .  saad  va l -ued  the  l -and  a t .  $  95  pe r  FAR f  oo t

o r  $25 ,000 ,000  wh i ch  was  t he  same  va l - ue  de te rm ined  bv  t he

assesso r .  S ince  ne i t he r  pe t i t i one r  no r  r esponden t  cha l l enged  t he

D is t r i c t ' s  va lua t i on  o f  t he  l and ,  t he  Cou r t  accep t s  t he  va lue  o f

t he  l and  t o  be  $25 ,000 ,000  as  se t  bv  t he  D i s t r l c t , s  assesso r .

Fo r  t ax  yea r  1990 ,  Ms .  saad  pe r f o rmed  t he  same  ana l ys i s

w i t h  add i t i ona l -  sa l - es .  He r  conc lus i on  o f  t he  l and  va lue  was

$28 ,800 ,000 .  The  assesso r ' s  l and  va lue  was  $30 ,386 ,200 .

13 .  I n  ca -Lcu la t i ng  t he  va lue  o f  t he  imp roved  p rope rLy ,  Ms .

saad  re l i ed  on  t he  j - ncome  app roach  and  re j ec ted  t he  cos t

app roach .  Ms .  saad  used  t he  sa les  compar i son  app roach  bu t .  on l y

Lo  suppo r t  he r  va lua t i on  o f  t he  sub jecL  p rope r t y  by  t hc  i ncome

c a p i t a l i z a t i o n  a p p r o a c h .

1 4  .  M s .  S a a d  c a f  c u - L a t e d  t h e  n e t  o p e r a t i n g  i n c o m e  o f  t h e

n r n n a r l - r r  l ' r ' r  m a  k i  n o  a  r - l e f a i l e d  e x a m i n a t i O n  O f  t h e  n r o n e r t r r ,  qu ! v t / v r  u J  u  u u L q I I s u  E A a l L t I l r c r L l \ J l l  \ J I  L l l e  y r v y e r  u y  J

o p e r a t i n g  h i s t o r y .  S h e  c o n s i d e r e d  t h a t  t h e  b u i l d i n q  w a s  1 0 0 %

l e a s e d ,  h a d  a n  a v e r a g e  r e n t  o f  $ 1 7  p e r  s q u a r e  f o o t  a n d  t h a t  5 O %

o f  t h e  l - e a s e s  w o u l d  e x p i  r e  i n  1 9 8  9  a n d  1 9 9 0  .

Ms S a a d  t h e n  e x a m - i n e d  c o m p a r a b l - e  r e n t a l _ s  f o r  o f f i c e  s p a c e



and  re ta i l  space .  Ren ts  f o r  o f f i ce  space  ranged  f r om $17 .50  t o

$26  pe r  squa re  f oo t  and ,  f o r  r e ta i l  space ,  r en t s  r anqed  f r om $25

t o  $ 3 0 .  M s .  S a a d  t e s t i f  i e d  t h a t  a f  t e r  c o n s i  c j e r i  n c r  1 - h c  A . r F  , c n r t

c o n d i t j - o n  o f  t h e  i m p r o v e m e n t s ,  l o c a t j - o n ,  l e a s i n g  t e r m s ,  a n d  t h e

d e m a n d  f o r  s p a c e  i n  t h e  a r e a ,  i t  w a s  h e r  o p i n i o n  t h a t  t h e

a v e r a g e  f a i r  e c o n o m i c  r e n t  f o r  o f f i c e  s p a c e  w a s  $ 2 1  p e r  s q u a r e

f o o t  f u l l  s e r v i c e .  A f t e r  r e d u c i n g  t h e  r e n t  f o r  c o n c e s s r o n s ,  M s .

s a a d  e s t i m a t e d  t h e  e f f e c t i v e  m a r k e t  r e n t  f o r  t h e  p r o p e r t y  t o  b e

$ 2 2  p e r  s q u a r e  f o o t .  H o w e v e r ,  b e c a u s e  t h e r e  w i l . r  b e  a

s i g n i f i c a n t  t u r n o v e r  i n  1 9 8 9  a n d  1 9 9 0 ,  t h e  e x p e r t  d e t e r m i n e d

t h a t  t h e  f i r s t  y e a r  o f  s t a b i f i z e d  r e n t s  w i l l  b e  1 9 9 0  o r  1 9 9 1 - 1

T h e  f a i l u r e  t o  t a k e  i n t o  a c c o u n t  a n y  r e n t  c o n c e s s i o n s  w h e r e

a p p r o x i m a t e l y  5 0 %  o f  t h e  l e a s e s  w o u f d  b e  u p  f o r  r e n e w a l  w i t h i n

t w o  ( 2 )  y e a r s  o f  t h e  a s s e s s m e n t s  s e r v e d  t o  s k e w  o r  i n f l a t e  t h e

i - n c o m e  u s e d  b y  t h e  a s s e s s o r  i n  a r r i v i n g  a t  t h e  a s s e s s m e n t  v a l u e s

b y  i g n o r i n g  p o t e n t i a l  l e a s e  u p  c o s t s  t h a t  w o u l d  m o r e  t h a n  l i k e l v

15 .  Fo r  pu rposes  o f  he r  r epo r t ,  Ms .  saad  assumed  tha t  1990

wou rd  be  t he  f i r s t  s t ab i l i zed  yea r ,  pe t i t i one r ,  s  expe r t

p ro ;ec ted  t he  po ten t i a l  annua l  i ncome  fo r  t he  n ronp r t y  f o r  198B

'  M s .  S a a d  e m p h a s i z e d  t h a t  a  v a f u e  b a s e d  u p o n
i - n c o m e  c a n  o n l y  b e  v a l i d  f o r  a  y e a r  w n e n  n e t
T h a t  i s  t h e  r e a s o n  f o r  t h e  f o l l o w i n q  m e t h o d .

c a p i t a - I i z a t i o n  o f  n e t  o p e r a t i n g
o p e r a t j - n g  i n c o m e  h a s  s t a b i l i z e d .



t h r o u g h  1 9 9 0  b a s e d  u p o n  t h e  a c t u a l  o p e r a t i n g  h i s t o r y .  M s .  S a a d

a d j u s t e d  t h e  1 9 9 0  i n c o m e  t o  r e f l - e c t  t h e  I 0 5 , 1 9 9  s q u a r e  f e e t  o f

o f f i c e  s p a c e  t h a t  w a s  t o  b e  r e - l e a s e d  a t  h i g h e r  r e n t s  i n  t h a t

y e a r .  M s .  S a a d ' s  g r o s s  a n n u a l -  i n c o m e  f o r  1 9 8 8  w a s  $ 4 , 5 1 2 , 5 1 6

i n c r e a s i n g  t o  $ 5 , 9 2 3 , 6 9 1  i n  1 9 9 0 ,  t h e  f i r s t  s t . a b i l i z e d  y e a r .

F r o m  t h e s e  f i g u r e s ,  M s .  S a a d  s u b t r a c t e d  v a c a n c y  a n d  c r e d i t  l - o s s

a t  5 % .

I t  i s  i m p o r t a n t  t o  n o t e  h e r e  t h a t  t h e  g r o s s  i n c o m e  f i g u r e s

r e a c h e d  f o r  1 9 8  9  a n d  1 9 9 0  b y  c o m p a r i s o n  a r e  n o t  e x t r e m e l y

d i s p a r a t e  b u t  t h e  a s s e s s o r  d i d  n o t  s u b t r a c t  a n y  c o s t s  f r o m  t h e

g r o s s  i n c o m e  f i g u r e s  L o  g e t  a  n e L  i n c o m e  f i g u r e  w h e r e a s  t h e

a p p r a i s e r  d i d .  P u t  d i f f e r e n t l y ,  i t  a p p e a r s  t h a t  t h e  a s s e s s o r s '

g r o s s  i n c o m e  f i g u r e  i s  b o t h  t h e  g r o s s  a n d  t h e  n e t  i n c o m e  f i g u r e .

198  9
I  990

Assessor

$5 ,349 ,813
$5 ,973 ,680

Appraiser

$4 ,512 ,516
$5 ,928 ,  085

16 .  A f t e r  sub t rac t i ng  es t ima ted  expenses ,  Ms .  Saad  a r r i ved

a t  t he  ne t  ope ra t i ng  i ncome  o f  t he  sub jec t  p rope r t y  f o r  19BB

th rough  1990 .  Ms .  Saad  de te rm ined  t he  ne t  ope ra t i ng  i ncome  fo r

19BB  to  be  $2 ,936 ,28 I ,  t he  ne t  i ncome  fo r  1989  t o  be  $3 ,109 ,130

and  f o r  1990  $4 ,1L4 ,164 -

Fo r  bo th  t he  19BB  and  1989  ne t  i ncomes ,  she  t hen  d i scoun ted

the  p ro jec ted  ne t  i ncome by  a  p resen t  va lue  fac to r  o f  729"  to



t h r n r r a h  l  q q n  h a . s e c l  l t n o n  t h ^  - ^ f  , ' -  r  t  i  n o  h  i  s t o r v .  M S .  S a a dL l l r L r t - t g I M J l J  u q J e u  u y v r r  L r l t j  c r ( - L L . t C r - L  \ - , , P E ! q u ! r r y  r r r r L v ! J

ad jus ted  t he  1990  i ncome  to  r e f l ec t  t he  105 ,799  squa re  f ee t  o f

o f f i ce  space  t ha t  was  t o  be  re - l eased  a t  h i ghe r  r en t s  i n  t ha t

yea r .  Ms .  Saad '  s  g ross  annua l -  i ncome  fo r  19BB  was  $4 ,  5L2 ,516

inc reas ing  t o  $5 ,923 ,691  i n  1990 ,  t he  f i r s t  s t ab i l i zed  yea r .

F rom these  f i gu res ,  MS .  Saad  sub t rac ted  vacancy  and  c red i t  l o ss

a t  5%.

I t  i s  i m o o r t a n t  t o  n o t e  h e r e  t h a t  t h e

r e a c h e d  f o r  1 9 8 9  a n d  1 9 9 0  b v  c o m p a r i s o n

d i s p a r a t e  b u t  t h e  a s s e s s o r  d i d  n o t  s u b t r a c t

g r o s s  i n c o m e  f i g u r e s  t o  g e t  a  n e L  i n c o m e

a p p r a i s e r  d i d .  P u t  d i f f e r e n t l y ,  i t  a p p e a r s

c l r o s s  i n r - o m e  f i o r r r e  i s  h n t h  f h c . r r o s s  a n d  t h e

g r o s s  i n c o m e  f i g u r e s

r r o  n ^ r  o v J -  r o m o l r r

a n v  r : o s t . s  f r o m  t h e

F  i  n r r  r e  w h e r e a S  t h e

t ha t  t he  assesso rs '

ne t  i ncome  f i gu re .

198  9
r990

Assessor

$5 ,349 ,813
$5 ,973 ,680

Appraiser

$4 ,512 ,516
$5 ,928 ,  085

16 .  A f t e r  sub t rac t i ng  es t ima ted  expenses ,  MS .  Saad  a r r i ved

a t  t he  ne t  ope ra t . i ng  i ncome  o f  t he  sub jec t  p rope r t y  f o r  19BB

th rough  1990 .  Ms .  Saad  de te rm ined  t he  ne t  ope ra t i ng  i ncome  fo r

19BB  to  be  $2 ,936 ,28 I ,  t he  ne t  i ncome  fo r  1989  t o  be  $3 ,109 '130

and  f o r  1990  $4 ,  I I 4 , l  64  .

Fo r  bo th  t he  19BB  and  1989  ne t  i ncomes ,  she  t hen  d i scoun ted

the  p ro j ec ted  ne t  i ncome  by  a  p resen t  va lue  f ac to r  o f  12% to



d e t e r m i n e  t h e  v a l - u e  o f  t h e  i n c o m e  a s  o f  t h e  v a l u e  d a t e ,  J a n u a r y

7 , 1 9 8 8  f o r  t a x  y e a r  1 9 8 9 .  T h e  r e s u l t s  w e r e  $ 2 , 6 2 I , 6 1 9  f o r  1 9 B B

a n d  $ 2 , 4 7 8 , 5 1  9  f o r  1 9 8 9 .  A f t e r  d e t e r m i n i n g  h e r  1 9 9 0  n e t  i n c o m e ,

t h e  s t a b i l i z e d  i n c o m e ,  s h e  c a p i t a l i z e d  i t  a t  a  c a p i t a l i z a t i o n

r a t e  o f  1 1 . 0 3 %  t o  y i e l d  $ 3 7 , 3 0 5 , 2 2 8 .  F r o m  t h i s  f i g u r e ,  s h e

t e s t i f i e d  t h a t  s h e  d e d u c t e d  t h e  v a l u e  o f  s i x  m o n t h s  r e n t

a b a t e m e n t  o n  t h e  n e w  l e a s e s  a n d  t e n a n t  i m p r o v e m e n t s  a t  $ 2 0 . 0 0

p e r  s q u a r e  f o o t .  T h e  r e s u l t i n g  f u t u r e  v a l u e  i s  $ 3 3 , 5 5 9 , 3 1 6  w h i c h

s h e  d i s c o u n t e d  u s i n o  t h e  p r e s e n t  v a l u e  f a c t o r  o f  I 2 Z  t o  a r r i v e

a t  $ 2 6 , 1 5 3 , 2 8 1 .  T h e  f i n a l  s t e p  w a s  t o  a d d  t h e  p r e s e n t  v a l u e s  o f

t h e  1 9 B B  a n d  1 9 8 9  n e t  i n c o m e s  t o  t h e  p r e s e n t  v a l - u e  o f  t h e  1 9 9 0

v a l u a t i o n .  T h e  s u m  o f  t h e s e  f i o u r e s  a n d  M s .  S a a d ' s  c o n c l u s i o n

w a s  $ 3 1 , 8 5 3 , 5 4 0 .

F o r  t a x  y e a r  1 9 9 0 ,  d s  o f  J a n u a r y  I ,  1 9 8 9 ,  M s .  S a a d

c o n d u c t e d  t h e  s a m e  t y p e  o f  a n a l y s i s .  B e c a u s e  t h e  p r o p e r t y  w a s

n  n a  \ / o a r  n l  d o r  q h a  n n  l r z  ^ r n i e r - t e r ]  i h o  1 9 8 9  a n d  1 9 9 0  i n C O m e  a n dI a ' ' 9 - y l v j

F L r l o n q F q  H o r  l  q C q  f  i  c r r r o q  L ^ ^ ^ r  ' r n n n  l -  h o  : r - f  r r : l  n n o r a l -  i  n r r9 A y E r r o s J .  r l 9 !  L J v J  ! r y u ! u J  W U I C  J J d . 5 C L , l  t - l P L , r l l  L l l C  c l  t - L L r c r I  U [ J c r o L r r r V

h i s t o r v  o f  t h o  n r n n o r f r r  q h e  t e s t i f i e d  t h a t  t h e  m a r k e t  r e n t  f O r_ Y  " -

o f f i ce  space  a t  t he  sub jec t  was  s t i 1 l  $21  f u l l  se r v i ce  and  t he

e f f ec t i ve  ren t  was  $22  pe r  squa re  f oo t .  Thus ,  he r  1989  g ross

income  was  $4 ,613 ,042  wh i l e  he r  1990  g ross  i ncome  rose  t o

55 ,928 ,085 .  These  f i gu res  we re  ad jus ted  f o r  vacancy  a t  5e " .



As  i n  t he  p r i o r  yea r ,  a f t e r  deduc t i ng  expenses ,  she

ca l - cu la ted  the  p resen t  va rue  o f  t he  1989  ne t  i ncome us r_nq  a

p resen t  va lue  f ac to r  o f  12% .  The  resu l - t  was  $2 ,660 ,  O6 j  .

A rso ,  as  i n  t he  p r i o r  yea r ,  a f t e r  de te rm in ing  he r  1990  ren t

i ncome ,  she  cap i t a l i zed  i t  a t  11 .03?  t o  y i e l d  $37 ,382 ,g80 .  F rom

th i s  f i gu re  she  deduc ted  s i x  mon ths  ren t  aba temen t  and  tenan t

imp rovemen ts  a t  $20  pe r  squa re  f oo t .  The  resu l - t i nq  1990  va lue

was  $33 ,637 ,088 .  Ms .  Saad  ca l cu ra ted  t he  p resen t  va lue  o f  t h i s

f i gu re  t o  be  $30 ,033 ,115 .  She  added  t - h i s  t o  t he  p resen t  va fue  o f

t he  1989  i ncome  to  y i e l d  he r  va fue  o f  $32 ,693 , I 82 .

Based  on  he r  app ra i sa r  r epo r t s ,  i t  appea rs  t ha t  Ms .  saad

cons ide red  bo th  ex i s t i ng  l eases  and  marke t  cond i t i ons  i n

de te rm in ing  t he  ne t  ope ra t i ng  i ncomes  o f  t he  p rope r t y  f o r  19BB

th rough  1990 -  She  made  a  t ho rough  ana l ys i s  o f  how  the  exp i r a t i on

o f  h a l f  o f  t h e  o f f i c e  s p a c e  f e a s e s  w o u l - d  a f f e c l -  t h e  n r c r r r c r r r r

T h i s  r e s u l - t s  i n  M s  -  s a a d ' s  v a l u a t i o n  b e i n g  s u p p o r t e d  b y  m o r e

c r e d i b l - e  e v i d e n c e .  T h e  c o u r t  w i l l  t a k e  i n t o  a c c o u n t  b o t h

e x i s t i n g  l e a s e s  a n d  m a r k e t  c o n d i t i o n s  s i n c e  b o t h  a f f e c t  t h e

a b i l i t y  o f  t h e  p r o p e r t y  t o  g e n e r a t e  i n c o m e .  A c c o r d i n g l y ,  t h e

c o u r t  a d o p t s  M s .  s a a d ' s  a n a l y s i s  o f  t h e  n e t  o p e r a t i n g  i n c o m e s

f o r  1 9 B B  t h r o u q h  1 9 9 0 .

I 1  .

n r n n o r J - r r

To a r r r ve  a t  he r  ove ra l l  cap i t a l i za t i on  ra te

11 .03?  f o r  each  yea r ,  Ms .  Saad  exam ined

o f f l . ^

o f
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a t t i t udes  and  economic  i nd i ca to r s  as  we l l  as  o the r  f ac to r s

r e l a t e d  t o  t h e  p r o p e r t y  ( I e a s e  t e r m s ,  e x p e n s e  r a t i o s ,  J - o c a t i o n ) .

M s .  S a a d  a l s o  c o n s i d e r e d  b a n k  r a t e s  a n d  b o n d  y i e l d  r a t e s .  D u e  t o

t h e  o r e a f  e r  r i s k  a n d  n o n - i ' i  n r r i  d i  t r r  n f  r e a l

p e t i t i o n e r ' s  e x p e r t  d e t e r m i n e d  t h a t  t h e

C o r p o r a t e  B a a  a n d  A  b o n d s  p r o v i d e d  t h e  m o s t

r i s k  a s  c o m p a r e d  t o  o t h e r  b a n k  r a t e s  a n d  b o n d

es ta te  i nves tmen ts

h i  o h e r  r a t e s  o

r e l evan t  bas i s  f o r

y i e l ds .

t

f

C o r p o r a t e  B o n d s  B a a

C o r p o r a t e  B o n d s  A

u  o l l  -

1989

J a n .

1 9 8 8

11 .07

11 .43

r J c l l l .

1987

9  . 21

9  . 23

u q l l .

1986

10 .55

10 .10

T I . 44

11 .04

M s .  S a a d  o b t a i n e d  t h e s e  f i q u r e s  f r o m  M o o d y ' s  B o n d  S u r v e y .

M s .  S a a d  e x a m i n e d  n e w  m o r t g a g e  c o m m i t m e n t s  a n d  t h e  a v e r a g e

c a p i t a l i z a t i o n  r a t e ,  b o t h  f o r  t h e  f o u r t h  q u a r t e r  o f  1 9 8 7  a n d  f o r

t h e  f o r r r t h  o r r a r t e r  O f  1 9 B B  -  T h e  a v e r a 1 ^ 1 e  n : n i  r .  : l  i  r r + - ' iy * d r  L e r  u r  r l o o  _ -  * : J _  U d p - L  L a . l . t  z a L l _ o n  r a t e  w a s

9 .42  f o r  t he  f ou r t h  qua r te r  I 9B1  and  9 .2%. .  f o r  t he  f ou r t h  qua r te r

1988 .  Mo reove r ,  based  on  economj - c  i nd i ca to r s ,  f i nanc ia r

i nd i ca to r s ,  r ea l  es ta te  i nves tmen t  c r i t e r i a ,  and  t he  wash ing ton ,

D .c .  ma rke t ,  Ms .  saad  de te rm ined  rea r  es ta te  y i eLd  ra tes ,  ds  o f

bo th  Janua ry  r , 198B  and  Janua ry  7 ,1989 ,  S t ra t i f i ed  by  p rope r t y

spec i f i c s  and  l oca t i ona l  cha rac te r i s t i c s .

1 1



r n  bo th  yea rs ,  Ms .  saad  a r so  ca l cu ra ted  a  ranqe  o f

cap i t a l i za t i on  ra tes  us i ng  t he  band  o f  i nves tmen t  t echn ique ,  a

t r ad j - t i ona l  me thod  o f  cap i t a l i za t i on  o f t en  used  when  su f f i c i en t

marke t  da ta  i s  ava i l ab le .  under  the  band  o f  i nves tmen t

techn ique ,  t he  app ra i se r  deve lops  a  we igh ted  componen t  o f  t he

mor tgage  and  equ i t y  t o  deve lop  the  ove ra l_ l -  ra te .  rn  appJ -y ing  the

band  o f  i nves tmen t  t echn ique ,  Ms .  saad  cons ide red  t yp i ca l  l oan

to  va rue  ra t i os ,  deb t  se rv i - ce ,  equ i t y  d i v i dend  ra t - es ,  and  po in t s

pa ld  i n  t he  mor tgaqe  p rocess .  us i ng  t h i s  f o rmura ,  Ms .  saad

de te rm ined  a  cap i t a l i za t i on  ra te  o f  g .3Z  f o r  t ax  Vea r  1989  and

1990 .

A s  a n  a l t e r n a t i v e  t o  t h e  b a n d  o f  i n v e s t m e n t  t e c h n i q u e ,  M s .

S a a d  a f s o  d e v e l o p e d  a  c a p i t a l i z a t i o n  r a t e  b y  t h e  d e b t  c o v e r a g e

r a t i o  f o r m u l - a .  T h i s  f o r m u l a  c o n s i d e r s  t h e  n e t  i n c o m e  t h r e s h o l d

t ha t  a  p rope r t y  mus t  gene ra te  t o  mee t  I ende r  r equ i remen ts .  Fo r

t ax  yea r  1989 ,  MS .  saad  used  a  deb t  cove raqe  ra t i o  o f  r . 2 r  based

upon  the  ra t i o r o n n r f  o r i  l - r r r

I nsu rance  Compan ies .  The  resu

was  9 .72 .  Fo r  t ax  yea r  1990 ,

I . 2 5  a n d  t h e  1 ^ a q r r  I  I  i  n n  n r r o r 3 f  f

T h e  t w o  r a t e s  d e t e r m i n e d  b v

t h e  A m e r i c a n  C o u n c i -  I  o f  L i f  e

l t i n g  o v e r a l l  c a p i t a l i z a t i o n  r a t e

s h e  u s e d  a  d e b t  c o v e r a g e  r a t i o  o f

c a p i t a l - i  z a t i o n  r a t e  w a s  9  .  5 %  .

t h e  t w o  d i f f e r e n t  m e t h o d s  w e r e

I 9 B 9  a n d  9  . 5 2  a n r i  9  . 3 2  f  o r  t a xf  : : r  \ t a : . rt h u s  9 . I Z  a n d  9 . 3 ?  f o r

y e a r  1 9 9 0 .  I n  v i e w  o f t he  sub jec t  p rope r t y ' s  f oca t i on  i n  t he

12



Dis t r i c t  o f  Co Iumb ia , Ms

9 .0% fo r  bo th  yea rs .  To

2 .032  t o  a r r i ve  a t  11 .03?

.  S a a d  u s e d  a

j - h i s  f i n r r r o

conse rva t i ve  es t rma te  o f

she  added  t he  t ax  ra te  o f

Ms Saad ' s  cap l t a l i za t i on  ra te  i s  s t r ong l y  suppo r ted  by  t he

e v i d e n c e  a s  s o

n o t e d  t h a t  M s .

c a p i t a l  i  z a t i o n

1 1 . 6 3 % .

m a n y  f  a c t o r s  w e r e  c o n s i d e r e d .  A - l - s o ,  i t  s h o u l d  b e

Saad ' s  cap i t a l i za t i on  ra te  i s  ve rv  c l ose

r : f  o  r r e o r l  l ^ ' . '  M fv f Appe lbaum i n  t ax  yea r

to

1989

t h e

o f

1B-  Ms .  saad  a l - so  ca l cu fa ted  t he  va lue  o f  t he  p rope r t y  by

app l y i ng  t he  sa les  compar i son  app roach ,  a l so  ca l_ l _ed  t he  marke t

da ta  app roach .  unde r  t h i s  app roach ,  t he  sub ;ec t  p rope r t y  was

va lued  by  compar i ng  i t  w i t h  s im i l a r l y  imp roved  p rope r t i es  wh i ch

had  been  so fd  recen t r y  o r  we re  i n  t he  p rocess  o f  be ing  so ld .

u t i r i z i ng  t h i s  app roach ,  Ms .  saad  va lued  t he  p rope r t y  a t

$31 '900 ,000  f o r  t ax  yea r  1989  and  $32 ,100 ,000  f o r  t ax  yea r  1990 .

] - 9 .  Ms .  saad  used  t he  sa ]es  compar i son  app roach  as  a  check ,

g i v i ng  1 t  ve r y  l i t t l - e  we igh t .  She  re l i ed  on  t he  i ncome

cap i t a l i za t i on  app roach  f o r  de te rm in ing  t he  va rue  o f  t he

p rope r t y .  Thus ,  Ms .  Saad  f ound  t he  marke t  va l_ue  o f  t he  p rope r t y

to  be  $31 ,900 ,000  as  o f  Janua ry  l , 19BB  and  $32 , j 00 ,000  as  o f

Janua ry  I ,  1989 .

13



20 .  Ms .  Saad  a l so  t es t i f i ed  a t  t r i a l

p rope r t y  was  so fd  on  December  19 ,  I 99 I  f o r

t es t i f i ed  t ha t ,  wh i l e  t he  sa fe  occu r red  a lmos t

t he  vaLue  da tes ,  i t  se r ved  t o  co r robo ra te

tha t  t he  sub jec t

$32 ,  500 ,  000 .  she

f h r e e  \ / e a r s  a f t e r

h e r  e s t i m a t e s  o f

u s e d  f o r  l i m i t e d

n o v o  -  t h e r e f o r e

.  See  B r i ske r  v .

v a l - u e .  P o s t  a s s e s s m e n t  d a t e  s a l e s  m a v

p u r p o s e s  i n  t h e  v a l u a t i o n  p r o c e s s .

C o u r t ' s  r e v i e w  o f  a  t a x  a s s e s s m e n t  i s

r o r r t t i  r - i  n a  ^ a m n a ' | -  a n l _  e r r  i r i o n n o  i t  n  n r n \ r a  { -  h av v , ( , r J U  -  " , * , , , C e  t O  p r o v e  L r r e

h o

CONCLUSTONS OF I,AW

Th is  Cou r t  has  j u r i sd i c t i on  ove r  t h i s  appea l  pu rsuan t  t o

D .C .  Code  SS  41 -825  and  47 -3303  (1990  Rep I .  ) .  The  Supe r i o r

A ^

i s s u e s .  S e e  W y n e r  v .

Dis t r i c t  o f  Co l -umb ia ,  4 I1  A .2d  59 ,  60  (D .C .  1980 ) .  Pe t i t i one r

bears  the  bu rden  o f  p rov ing  tha t  t he  assessmen t  appea led  f rom i s

j - nco r rec t .  See  Sa feway  S to res ,  Tnc .  v .  D i s t r i c t  o f  Co lumb ia ,  525

A .2d  201 ,  2 I7  (D .C .  1987 ) .  Howeve r ,  pe t i t i one r  i s  no t  r equ i red

t o  e s t a b l i s h  t h e  c o r r e c t  v a l u e  o f  t h e  p r o p e r t y

D i s t r i c t  o f  C o l u m b i a ,  5 1 0  A . 2 d  1 0 3 7 ,  1 0 3 9  ( D . C . 1986 )

" T h e  a s s e s s e d  v a l u e  o f  p r o p e r t y  f o r  r e a l -  p r o p e r t y  t a x a t i o n

s h a l l  b e  t . h e  e s t i m a t e d  m a r k e t  v a l u e  o f  t h e  p r o p e r t y  o n  J a n u a r y

1  e f  o f  j -  h o  \ r F :  r  n r a n a r l i  n a  J _  h a
- ) / u q !  y ! E u s u r r t v  u l l c

W a s h i n g t o n  S h e r a t o n  C o r p .  ,  4 9 9

t a x  y e a r .  "  D i s t r i c t  o f  C o l - u m b i a  v

A . 2 d  7 0 9 ,  I I 2  ( D . C

1 4

1985 )  ( c i t i ng



D.C .  Code  547 -B2O(a )

de f i ned  as :

(1eeO) ) The  es t ima ted  marke t  va l -ue  i s

O n e  H u n d r e d  p e r  c e n t u m  o f  t h e  m o s t  p r o b a b l e  p r i c e
a t  w h i c h  a  p a r t i c u l _ a r  p i e c e  o f  r e a l  p r o p e r t y ,  i f
e x p o s e d  f o r  s a l - e  i n  t h e  o p e n  m a r k e t  w i t h  a  r e a s o n a b r e
t i m e  f o r  t h e  s e l l e r  t o  f i n d  a  p u r c h a s e r ,  w o u l d  b e
e x p e c t e d  t o  t r a n s f e r  u n d e r  p r e v a i t i n g  m a r k e t
c o n d i t i o n s  b e t w e e n  p a r t i e s  w h o  h a v e  k n o w l e d g e  o f  t h e
u s e s  t o  w h i c h  t h e  p r o p e r t y  m a y  b e  p u t ,  b o t h  s e e k i n g  t o
m a x i m i z e  t h e i r  g a i n s  a n d  n e i t h e r  i n  a  p o s i t i o n  t o  t a k e
a d v a n t a g e  o f  t h e  e x i g e n c i e s  o f  t h e  o t h e r .

D.C .  Code  S47 -802  (4 )  ( 1990 )  .

r n  de te rm in ing  es t ima ted  marke t  va lue ,  f acLo rs  t ha t  mus t  be

t a k e n  i n t o  a c c o u n t  i n c f u d e :  " a n y  f a c t o r  w h i c h  m i o h t  h a v e

bea r i ng  on  t he  marke t  va rue  o f  t he  rea f  p rope r t y  i nc rud ing ,  bu t

n o t  l i m i t e d  t o ,  s a l - e s  i n f o r m a t i o n  o n  s i m i l a r  t y p e  o f  r e a l

n r T f n F r t \ /  m n r f  ( 1  a n o
r ! v H v r  e J  r  r r r v r  L Y q Y s ,

z n n i  n n  r n r l  ^,  u r r v  Y o v e r n m e n t

820  (a )  ( 1990 )  .

r - n c o m e  e a r n i n g  p o t e n t  i a I  ( f  f  a n y )  ,

i m p o s e d  r e s t r i c t i o n s .  "  D . C .  C o d e ,  S  4 j -

Pet i t i one r  has  me t  t he  bu rden  o f  p rov inq  the  i nco r rec tness

o f t he  assessmen t b y  s h o w i n g  t h a t i  l -  q  n r ^ l n  : n n r : i  - . 1!  L J  V w r l  q y P r q I J C l l i s  more

accu ra te  t han  t he  D i s t r i c t ,  s  assessmen t no t  me re l v  d i f f e ren t .

See YWCA v D is t r i c t  o f  Co lumb ia ,  137 A . 849 ,  852  (D .C .  1999 )

A Iso ,  t he re  i s  su f f i c i en t  compe ten t  ev idence  on  the  reco rd  fo r

t he  Cou r t  t o  de te rm ine  t he  f a i r  ma rke t  va fue o f  f h i s  r r r o n p r f r z

Cour t ,  t he  Cou r tW h e n  a  t a x p a y e r  a p p e a l s  a n  a s s e s s m e n t  t o  t h i s

2d
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can  a f f i rm ,  cance l ,  r educe  o r  i nc rease  t he  assessmen t . .  D .C .  Code

S  47 -3303  (1990  Rep l .  )  .

I n  assess ing  t h i s  p rope r t y  f o r  t ax  yea r  1989  and  1990 ,  t he

D is t r i c t ' s  assesso r ,  M r .  Appe lbaum,  used  a  ne t  ope ra t i ng  i ncome

b a s e d  o n  t h e  a v e r a q e  i n c o m e  a n d

bu i l - t  i n  t he  197  0  '  s ,  bu t  he

expense  f  i gu res  f  o r  p rope r t . i es

adm i t t ed  no t  t ak i ng  i n to

c o n s i d e r a t i o n  t h e  a c t u a f  i n c o m e ,  a c t u a l  e x p e n s e s ,  c u r r e n t

I e a s e s ,  o t  l e a s e - u p  c o s t s  o f  t h e  s u b j e c t  p r o p e r t y .  ' I h e s e  f a c t o r s

a f f e c t  t h e  a b i l i t y  o f  t h e  p r o p e r t y  t o  a c h i e v e  m a r k e t  r e n t s  t o d a y

a n d  i n  t h e  f u t u r e .  W i t h o u t  c o n s i d e r a t i o n  o f  t h e s e  f a c t o r s ,

u t i l i z r n g  t h e  a v e r a g e  n e t  o p e r a t i n g  i n c o m e  o f  b u i l d i n g s  i n  a

p a r t i c u l - a r  a g e  g r o u p  i s  a n  a r b i t r a r y  a n d  i m p r a c t i c a l  m e t h o d  f o r

d e t e r m i n i n g  a  p r o p e r t y ' s  n e t  o p e r a t i n g  i n c o m e  f o r  p u r p o s e s  o f

v a l - u a t i o n .

I n  W a s h i n g t o n  S h e r a t o n  C o r p . ,  t h e  C o u r t  s t a t e d  t h a t  " I w ] h e n

an  i ncome-p roduc ing  p rope rLy  has  been  i n  ope ra t i on  f o r  a  pe r i od

o f  f i m e -  i f s  n a . s f  e a r n i n o s  a s s i s t  f h e  a S S e S S o r  i n  n r n i e r - t i n r l| - " Y - " J

f u t u re  ea rn ing  ab i l i t y . "  Wash ingLon  She ra ton  Co rp . ,  499  A .2d  a t

1 1 5 .  T h e  C o u r t  a l - s o  s t a t e d  t h a t  t h e  m a r k e t  v a l - u e  o f  a n  i n c o m e -

n r ^ / . 1 r , ^  j  n ^  n r ^ n e r t v  i  n c  l r r c l e s  t h e  n r F s F n f  v a l _ u e  o f  t h e  D r o n e r t v ,  sL r 1 9  u ! u J L r t u  v q a u 9  v !  L I t g

f u t u r e  i n c o m e .  S e e  I d .  T h e r e f o r e ,  t o  a r r i v e  a t  a  r e l i a b l e

e s t i m a t e  f o r  t h e  s t a b i l i z e d  n e t  o p e r a t i n g  i n c o m e  o f  t h e
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p rope r t y ,  t he  D i s t r i c t  mus t  cons ide r

bu t  t he  expe r ience  o f  t he  p rope r t y

# l - . r f
L  I  I O  L  .

The  D i s t r i c t  f a i l ed r a )

p rope r t y ' s  ac tua l  i ncome .  Th i s

inc rease  i n  va l -ue  as  de te rm ined

no t  on l y  ma rke t  cond i t i ons ,

A D  W U . L  L M s .  S a a d  d i d  i u s t

t a  k e i n t o  cons ide ra t i on  t he

r e s u l t e d  i - r r

l - r v  t h e  D i s f r i 6 l

subs tan t i -a l -

The  D i s t r i c t

f  rom centra l -u s e d  e c o n o m i c  r e n t  d e r i v e d  f r o m  c u r r e n t  I e a s e s

b u s i n e s s  d i s t r i c t  c o m m e r c i a - l -  o f  f  i c e  b u i l d i n g s ,  b u t  t h e  u n i q u e

c h a r a c t e r  o f  t h i s  b u i l d i n g  w a s  t h a t  5 0 %  o f  l e a s e s  w e r e  t o  e x p i r e

u r i t h i n  t r . r a  l ) \w ! L r r r l r  u w v  \ L l  y E o r J

T h e  c o u r t  m u s t  w e i g h  a l - 1  t h e  e v i d e n c e  t o  d e t e r m i n e  w h i c h

p r o p e r t y  v a l - u a t i o n  i s  t h e  m o s t  c r e d i b l e .  F o r  t h e  r e a s o n s  a l r e a d v

s t a t e d  i n  t h e  f i n d i n g s  o f  f a c t ,  t h e  C o u r t  r e i e c t s  t h e  a s s e s s e d

v a f u e s  a n d  a c c e p t s  t h e  p r o p e r t y  v a l u a t i o n s  p r o p o s e d  b y  M s .  s a a d .

H a v i n g  c o n s i d e r e d  t h e  t e s t i m o n y  a n d  t h e  a p p r a i s a l  r e p o r t s ,  a n d

h a v i n g  r e j e c t e d  t h e  a s s e s s m e n t s ,  t h e  c o u r t  s e t s  f o r t h  t h e

r e a s o n s  : - t  a c c e p t s  t h e  o n l y  o t h e r  e v i d e n c e  o f  v a l u a t i o n

p r e s e n t e d  a t .  t r i a f .

The  cou r t  has  gene ra l l y  r ecogn i zed  t h ree  app roaches  t o

va lue  and  i t  has  been  he ld  t ha t  a l l  t h ree  mus t  be  cons ide red .

see  wash inq ton  She ra ton  cogp . ,  499  A .2d  a t  113 ;  sa feway  s to res

Inc .  v .  D i s t r i c t  o f  Co lumb ia ,  525  A

1 7

2d  201 ,209  (D .C .  1987 ) .  The



e x p e r t  a n d  t h e  D i s t r i c t ' s  a s s e s s o r  e x a m i n e d  a I I  t h r e e  a p p r o a c h e s

a n d  b o t h  r e j e c t e d  t h e  c o s t  a p p r o a c h .  M r .  A p p e l b a u m  r e j e c t e d  t h e

s a l e s  c o m p a r i s o n  a p p r o a c h  w h i l e  t h e  e x p e r t  r e l i e d  o n  i t  t o

c o n f i r m  h e r  v a l - u e  b y  t h e  c a p i t a l i z a t i o n  o f  i n c o m e  a p p r o a c h .

B o t h  t h e  e x p e r t  a n d  t h e  D i s t r i c t ' s  a s s e s s o r  g a v e

c o n s i d e r a b t e  w e i g h t  t o  t h e  i n c o m e  c a p i t a l i z a t i o n  a p p r o a c h .  O f

t h e  t h r e e  r e c o g n i z e d  a p p r o a c h e s ,  t h e  i n c o m e  c a p i t a l i z a t i o n

r r :  I  r r  i  n n  i  n n a m o - n r n r l r r n i  n nv q f u l l l v  r t r u v l r t 9  y ! v u u u f r r Yr n n r n a n h  i  cq F _ v -

p rope r t i es .

f he  n re fe r red  me thod  f o r

See  1015  15 th  S t ree t . N . W .  .  A s s o c i a t e s  L i m i t e d

P a r t n e r s h i p  v .  D i s t r i c t  o f  C o l u m b i a ,  T a x  D o c k e t  N o 3266-83

( S u p .  C t .  N o v e m b e r  1 3 ,  1 9 8 4 ) .  T h e  a s s e s s o r  a d m i t t e d

t h a t  t h e  c a p i t a l - i z a t i o n  r a t e  u s e d  w a s  n o t  s u f f i c i e n t

t h c  m o r f c r a . r F  a n d  t a : r  n e r r m e n f s  a n c l  o i v e  a  f a i r  r e t u r n  o n

T h a t  s u b m i s s i o n  s u g g e s t s  t h a t  i n  a n  a r m s  J - e n g t h

t r a n s a c t i o n  w h e r e  e a c h  s i d e  i s  t r y i n g  t o  m a x i m i z e  t h e r r

^ n n r r r f r r n i f r r  i - - h a t  av y y v r  L u r r r  u l

economic  oppor tun i t y

cap i t a l i za t i on  ra te .

' I  ̂ ^ -  i  ^  s l r n n c l r f  i  n o  t h a t- L \ - i r 1 9  w d y  r l r  o u l J y v !  L f  r r Y  L

^ , , - ^ ^ ^ +  - * , J  - +s u s p e c t  a n o  a t  m o s t  w r o n g .

- f  + - i  - l
o L  L ! f a !

t o  c o v e r

o r r r r i  t r r

l ^ , , , ,  / ^ -  l  ^
v s J  /  s e r v

e c o n o m r c

l - r r  r  r r o  r  m r  \ /, . ' . -  - I no t  be  ab le  t o  max im ize  h i s

does  no f  exn ress  an  i nco r rec tness  o f  t he

See  D i s t r i c t  o f  Co lumb ia  v .  Rose

t h e  a s s e s s e d  v a ] u e  i s  a t  l e a s t

Assoc ia tes ,  691  A .2d  f 236 ( D ,  C .  1 9 9 1  ) d o e s  h o w e v e r ,I t g o
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The  Cour t  examined  the t e s t i m o n v  a n d  e v i d e n c e  a n d

d e t e r m i n e d  t h a t  t h e  e v i d e n c e  s u p p o r t e d  M s S a a d ' s  o p i n i o n  a s  s h e

c o n d i t i o n s  a n d  u s e d  acons ide red  bo th  ex i s t i nq  I eases  and  marke r

cap i t a l i za t i on  ra te  wh i ch  among  o the r  t h l ngs  me t the  Rock  C reek

tes t .  An  expe r t ' s  t es t imony  may  no t  a r l - r i  t  r r  l i  I  r r  l ' ro

t r i a l  Cou r t

d i s rega rded ,

d i s b e l i e v e d ,  o r  r e j  e c t e d .  " W h e n  t h e r a r  a / - t  q

f  o c f  i  m n n v  a f  f  a X n a V e r s t  p 1 4 p r o r t -  t h o r o  - t - l S t  b e  S O m e  b a S i S  i n, . . r , . J  
- ) / u r  r  u ^ I J U r  L ,  L r r u a  u

r e c o r d  t o  s u p p o r t  t h e  c o n c l u s i o n  " ' t h a t  t h e  e v i d e n c e  o f

r 1 ^ ^
L I I E

t h e

f l . ^
L  I  l C

t axpaye rs '  w i t nesses  i s unwor thy  o f

Cu l l e r s  v .

b e l i e f .  " '  R o c k  C r e e k  P l a z a ,

4 6 6  A . 2 d  a t  B 5 q  / r - i f  i n n

616  (B tn  C i r  1956 )  )  .

C o m m i  s s i  o n e r -  2 3 1v v + v . . v L  t F  .2d  6 IT ,

T h e r e f o r e ,  b a s e d  o n  t h e  a b o v e  c o n c l u s i o n s ,  t h e  C o u r t  f i n d s

t ha t  a  p reponderance  o f  t he  ev idence  suppor t s  a  f i gu re  o f

$31 ,900 ,000  as  t he  marke t  va lue  f o r  t he  sub jec t  p rope r t . y  as

p roposed  by  Ms .  Saad  f o r  t ax  yea r  1989  and  $32 ,700 ,000  f o r  t ax

yea r  1990 .  The  December  19 ,  1991  sa le  f o r  $32 ,500 ,000  t hough  i t

may  no t  be  d i rec t  ev idence  o f  va l -ue ,  can  be  used  to  co r robo ra te

^ n  i  n d e n c n d c n f  
' l  

v  a r r i  v e d  a t -  V a l - U e .  S e e  C i  1 -  r r  o f  A f  
' l  

a n f  i  r -  C i  l - r r  \ r: r r s v v v r r s  y  u r r  v l L V  v !  n L r q r t L f v  v f  u v  v ,

Boardwa l k  Regency  Co rp . ,  19  N .J .  Tax  164 ,  184 -85  (N .  J .  Supe r .

C t .  App .  D i v .  2000 )  ( c i t i ng  add i t i ona f  t ax  cases  f o r  t h i s

p ropos i t i on  )
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r n  assess ing  rea l -  p rope r t y ,  t he  va lue  o f  t he  rand  and

Improvemen ts  mus t  be  i den t i f i ed  sepa ra te l y .  D . c .  code  S  4 j -Bz I

(a )  ( 1990  Rep l . ) .  The  pa r t i es  d i d  no t  con tes t  t he  va lue  t ha t  t he

D is t r i c t ' s  assesso r  ass igned  t o  t he  l and  f o r  t ax  Vea r  1989 .

The re fo re ,  as  s ta ted  p rev ious l y ,  t he  Cou r t  adop ts

$25 ,000 ,000  as  t he  va lue  o f  t he  }and .  The  rema in i nq  po r t i on  o f

t he  assessmen t  i s  a r l oca ted  t o  t he  bu i l d i ng .  Fo r  t ax  yea r  l 9go ,

t . he  Cour t  f i nds

suppor ted  by  the

i s  r e d u c e d  a n d  d e t e r m i n e d

1 9 8 9 :

t ha t  Ms  .  Saad '  s  va . l - ue  o f  $28 ,  800 ,  000  i s

e v i d e n c e .

,nr '  /  t |day orI t  i s  t he re fo re  bv  t he  Cou r t

2004 ,  nunc  p ro  t unc  t o  December  22 ,  2003 ,

O R D E R E D ,  t h a t  t h e  a s s e s s e d  v a l ue  f o r  t he  sub jec t  p rope r t y

as  f o l l ows  f o r  t he  t ax  yea rt o  b e

Land

Improvements

T o t a l

ORDERED,  tha t  the  assessed

i s  r e d u c e d  a n d  d e t e r m i n e d  t o  b e

1 9 9 0 :

6 -

f -

Y J

, , -  l  . ^  € ^  -
v o a u c  I U I

a s  f o l l o w s

5,000 ,000
6 ,900 ,  000
I , 900 ,000

l . h a  q r r h i o n i

f o r  t h e  t a x

n r n n o r l - r r

y e a r

20



Land

Improvements

T o t a l

p r o p o s e d  j u d g m e n t  o r d e r  o r  c o m p u t a t i o n  o f

f o r  a  r e f u n d  o f  t h e  o v e r p a y m e n t  o f  t a x e s

$28,  800 ,  000

3,  goo,  ooo
932,1 00,  ooo

pe

to

I t  i s  f u r t he r

ORDERED,  tha t  t he  assessmen t  reco rd  ca rd  fo r  t he  p rope r t y

ma in ta i ned  by  t he  D i s t r i c t  sha f r  be  ad jus ted  t o  r e f l ec t  t he

va l -ues  de te rm ined  bv  th i s  o rde r .

I t  i s  f u r t he r

ORDERED,  tha t  t he  pa r t i es  o r  e i t he r o f  t hem sha l l  submi t  a

ove r  paymen t  p rov id ing

and  i n te res t  due  t o  t he

t i t i one r .  A  copy  o f  t he  p roposed  o rde r  o r  compu ta t i on  pu rsuan t

Supe r i o r  Cou r t  Tax  Ru le  74

f i l e d  w i t h i n  t h i r t y  ( 3 0 )  d a y s

Copies to:

' t : n i  a  l - l  f - : c f  r g ,  E S q U i f e

Ho l l and  &  Kn igh t ,  LLP
2099  Pennsy l van ia  Avenue ,  N .W. ,  Su i t e  100
Wash ing ton ,  DC 20006

Joseph  F .  Fe rguson ,  Esqu i re
Ass i s tan t  Co rpo ra t i on  Counse f
44 I  Fou r th  S t ree t ,  N .W.
Four th  F loo r  Nor th
Wash ing ton ,  DC  20001

s h a l l  b e  s e r v e d  t o  e a c h rr \ : n rl

Order

JUDGE WENDE
(  S igned

P.  GARDNE
i n  c h a m b e r s )
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Ph i l  B rand
D i rec to r ,  Depar tmen t  o f  F inance  and  Revenue
94 I  No r th  Cap i t a l  S t ree t ,  N .E .
Wash ing ton ,  DC  20002

L :  \ t a x \ f o f  .  1 9 t h . s t r e e t .  a s s o c i a t e s . A M E N D E D  ( m k w )
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SI,]PERIOR COIIRf"OF TIIE DISTRICT OF C
TAX DTYISION

i0Ctt JAN 2i A 9, 29

C L E R K  t T' l l P F R l n k t n t r . r ; n -  l
1111 19th Street AsEcidil6-tdiibl ll

T A X  D ; V ; S I i " '

Petitioner'

v.

District of Columbia,

Respondent.

ORDER

Following a trial, this court entered it Findings of Fact and Conclusions of

Law in the instant matter reducing the tax year 1989 and 1990 assessments on the

real property known as Lot 90 in Sg4are 140. Pursuant to Superior Court Tax Rule

14, , it is this JJ fuO day of

ORDERED that the 1989real property tax nt of Lot 90 in Square

140, known as 1111 19th Street, NW, Washington, D.C., is $31,900,000, consisting

of:

I,AND
IMPRO\rEMENTS
TOTAL

OLUIGLA s5 fF\
i - ;t i : i- i

l00q JAN 22 P 3' I 5

CLERK OF
S U P E R I O R  C O U R T  O F  I  :
D ISTRICT OF DOLUI l  -

TA.X 0lViSi0i l

Tax Docket Nos. 4261-89 &
4380-90

,2004

$25,000,000
$ 6.900.000
$31,900,000

and the Office of Tax and Revenue's records shall reflect this valuation, and it is



FURTIIER ORDERED that petitioner is entitled to a refund of real

property taxes paid for tax year 1989 on Lot 90 in Square 140 of $244,573.41, with

interest at the rate of six percent per year from April 1, 1989 until paid; and it is

FURTIIER ORDERED that the 1990 real property tax assessment of Lot 90

in Square 140, known as 1111 19th Street, N'W, Washington, D.C., is $32,700,000,

consisting of:

I,AND
IMPRO\rEMENTS
TOTAL

$29,900,000
$ 3.900.000
$32,700,000

and the Office of Tax and Revenue's records shall reflect this valuation. and it is

FURTHER ORDERED that petitioner is entitled to a refund of real

property taxes paid for tax year 1990on Lot 90 in Square 140 of $569,821.00, with

interest at the rate of six percent per year from April 1, 1990 until paid.

READ AND APPROVED:

Robert J. Spagnoletti, Esq.
Corporation Counsel

Charles Barbera, Esq. #413739
Deputy Corporation Counsel, D.C.
Bruce Brennan, Esq. #280361
Assistant Deputy Corporation Counsel, D.C.
Commercial Division

JIJDGE



David Fisher #3
Assistant Corporation Counsel, D.C.
Chief, Finance Section

Tax, Bankruptcy and Finance Section
441 Fourth Street, NW, 6th Floor North
Washington, D.C.20001
(202) 724-7752
Counsel for the District of Columbia

HOLLAND & KNIGHT T,T,p
2099 Pennsylvania Avenue, NW
Suite 100
Washington, D.C.20006
(202) 457-1823
Attorney for Petitioner

Copies to above and:

Natwar Gandhi
Chief Financial Officer
Office of Tax and Revenue
941 North Capitol Street, NE
8tr Floor
Washington, DC 20002

# 1480972-vl

tant Corpora


