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SUPERIOR COURT OF THE DTSTRTCT

TAX DTVTSION

.- . , :.:-

OF COLUUBIA
t .  . .

WILLIAM B.  WOLF,  SR. ,  ET AL.

Pet i t ioners ,

v .

DISTRICT OF COLUMBIA

Tax  Docke t  No .  3a72-a7

Respondent.

FTNDTNGS OF FACT, CONCLUSTOI{S OF LAI{
AND ORDER AFFIRT"IT'iG ASSESSI.ItrNT

This case came on for tr ial upon petit ioners' appeal

from an assessment for real property taxes for tax year L9A7.

The case proceeded to tr ial- upon an amended petit ion and

respondent's response thereto. Upon consideration of same and

the ev idence adduced at  t r ia l ,  and having resolved a l l ,

questions of credibi l i ty, the Court makes the fol lowing:

F ind inc {s  o f  Fac t

1. Petit ioners are the l-essees of a parcel of land

described as T,ot 1,2 in Square 2I5 in the Distr ict of Co1umbia,

which is owned by John Hancock Mutual Life Insurance Company.

There is an improvement on the property knovm as l-121 Vermont

Avenue, N.W. in the Distr ict of Col-umbj-a. Petit ioners own the

bui td ing.

2. Under the terms of their ground lease,

petit ioners are required to pay a1I real estate taxes on the
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land and the improvement.

3. The proposed assessment for tax year IggT was

$ r7 ,788 ,ooo  w i t h  98 ro3o ,5oo  a l l oca ted  t o  t he  l and  and

$9,757,500 ar located to  the improvement .  The assessed.  va lue

fo r  t he  p reced ing  two  yea rs  was  $ r2 ,51o ,ooo  w i th  97 ,2og ,B7o

al located to  the improvement  and 95,30o,130 ar located to  the

Iand .

4. An appeal

Review was f i led t imely.

assessments. There is no

paid t imely .

to the Board of Equalization and

The Board sustained the proposed

dispute that the required taxes were

5. Pet i t ioners chal lenge the value placed upon the

Iand component only.

6. The subject property is located just south of

Thomas circle. rt  is bordered by vermont Avenue, 14th street

and L Street, N.W. The lot is tr iangular in shape. The

zoningr  is  C-4 which a1lows for  o f f ice construct ion wi th  reta i l

space on the f irst f loor general ly. The property is

cons ide red  a  co rne r  l - o t .  The  l o t  i i as  a6 ,a61  square  fee t .

7. The subject property is improved by a twelve

story off ice building which was buirt around i.967. The

bui ld ing has a gross bui rd ing area (cBA) of  2 ' IB,L46 square

feet ,  a  gross f in ished area (GFA) of  166, io7 square feet ,  and

a net  rentable area (NRA) of  133,815 square feet  ( inc lud ing

off ice and retai l- space). There are also 245 parking spaces

in the four leve1 garage. The deveroped. froor area ratio



' i

(FAR) of  the bui ld ing is  l -o .4.  The f roor  area rat io  is  the

arnount of gross building construction al lowed for the 1ot

size. The higher the FAR, the greater the building density

al- lowed. The building has certaj-n advantages because of i ts

tr iangurar shape which al lows a window expoEure for arl

o f f ices-  A premiurn is  pa id for  o f f ices wi th  windows.

8. The najority of the space in this building is

reased to the united states government. There is commercial

space on -the first floor where a drugr store is rocated. The

four Ievels of garage space are leased..

9 -  O n e  o f  t h e  p e t i t i o n e r s ,  W i l l i a m  B .  I , J o I f  ,  J r . ,

testi-f ied on beharf of petit ioners. I , Ir.  wolf has been an

attorney since 1954. His law practice has been concentrated

on off ice building development, sares, f inancing and leasing

of real property. He has been a part of the development team

for eight dorarntovrn office buildings. Mr. wolf has served. as

counser  for  approx imate ly  100 c l ients  invol_ved in  the

development and f inancing of real property. rn the course of

' ; i ier ; :  t rans-ct ions,  7 ' - r .  l ' r 'o1f  has been cal_ led upon to prov ice

an opini-on on f inancing. consideration had to be given to

the value of the property by Mr. worf. Mr. worf has not taken

any assessment courses. He does not purport to be an assessor

nor  a rea l  estate appra iser .

10.  Mr.  Wol f  est imates the value of the subject

started with the premise

of a value to the land

i
land at  $385 per  sguare foot .  He

that  the Dis t r ic t 's  a l locat ion



component of $33O per square foot in tax year 1986 should be

accepted. The witness was of the view that a 42 increase in

the Consumer Price fndex during the trReag,an yearstt justi f ied

a L62 j.ncrease. Mr. Wolf developed a proposed l-and val-ue of

$3.85 per  square foot  for  tax year  I9B7 by ipcreasing the

value a l - located to  the land va lue for  tax year  1986 by L6Z.

The rnethod by which the 162 increase was determined was not

shown. The value assigned to the land for tax year 1985 (with

a valuation date of January 1 | L984) was also $33O per sguare

foot. The increase in estirnated market value frorn January 1,

1-984 to January 1, 1985 (the date from which the witness began

his  analys is)  was not  considered or  shown by the wi tness. l

11. Mr. Wolf poi-nted out that the l-ocation of the

property depresses the value of the land. The property is

located south of 14th Street at the edge of the rrred l ighltt

District. No evidence was presented about the extent to which

th is  factor  depresses the land va lue.  There were land sa les

identif ied by respondent in that same area ranging between

$411 .11  t o  $846 .26  pe r  squa re  f oo t  o f  l an i  a r : ca .  A  p r : ope r t y

a t  14 th  and  L  S t ree t ,  N .W.  so ld  on  Apr i l  29 ,  1985  fo r  $533 .64

per square foot of land area. One at 14th and Eye Streets,

N .W.  so ld  a t  $619 .90  pe r  squa re  foo t  o f  l and  a rea .  A  p rope r t y

on 14th Street  so ld at  $411.11 per  square foot  o f  land area.

Other propert ies identif ied by respondent's witness on

lThe Distr ict did not reassess the subject property for tax
yea r  1986 .



Respondent's Exhibit K at paqe 3 support the Distr ictrs

conclus ion of  a  va lue of  $5oo per  sguare foot  for  pet i t ioners '

proper ty  as of  January I ,  1986.  The area in  which

petit ioner s' property i-s located in one of transit i-on and

rapid change. During the period pert inent to, lhe valuatj-on

date for tax year r9a7, there was a strongT demand for land. for

deveropment. rnvestors continued to build in the area in

spite of the neighborhood's reputation. A11 of this evj-dence

weighs against the estimate of land value proposed by

pet i t ioners.

L2.  Pet i t ioners ,  w i tness  ques t ioned,  bu t  r . las  unab le

to determine,the comparabil i ty of the propert ies considered by

the Distr ict because of the absence of complete information on

the terms of the sales and the f inancing. rt was his opinion

that such information was necessary before comparabir i ty courd

be established. However, a number of points of comparabil i ty

are ref lected on the documents used by the Dis t r ic t rs  assessor

in making the analysis. The focational_ and zoning

character is t ics  are the same as the subject .  Thc a l tov, 'abre

FAR for the propert ies compared are the same as the subject.

The t irne of the sares are close to the valuation date. The

size of the land is l isted for comparison purposes. other

comments are provided that bear upon the terms of the sales.

The Distr ict 's assessor al-so compared the prices per square

foot of FAR. The conclusion reached for the subject of $5o

per point of FAR is consistent with those shown for other

ii



properties. The assessor had sorne information on whether the

sal-es were al-1 cash. The testirnony of the Dj-str ict 's assessor

as to the points of comparabil i ty considered and the

explanation for same provide support for his conclusion that

the properties studied to determine the J=qnd cornponent

supported the value determined by the assessor.

13.  The pe t i t ioners  l -ease the  land fo r  $78r0OO per

year. The init ial term was thirty-two years with the option

to renew- for an addit ional twenty-eight years. The lessees

also have an option to purctrase the property for $1.5 rni l l ion

accordj-ng t.o petit ioner V{i l l iam WoIf ,  Jy. The estimated

market value of the land today is not based upon the f inancial

terms of the lease. The lease was entered in 1966. The terms

rnay have been fair and reasonable at that time, but the terms

are not indicati-ve of the market todalr. The existence of this

lease has some impact on the value of the land. The magnitude

of the impact vras not proven by the evidence presenteC by the

pet i t ioners.

Lt".  Troy Davis \ . 'as r les ",cnsi-bl-e f  or the assessment

of  pet i t ioners '  proper ty  for  tax year  I9a7.  Mr.  Davis  is  a

senior commercial real estate assessor for the Distr ict. He

has been a conmercial assessor for six years. Prior to that

t ime, he worked as an assessor of mult j--family residences.

Mr. Davis also worked in Arl ington County as a real estate

assessor .  Mr.  Davis  has a B.S.  degree in  economics.  In

addit ion to his experience as an assessor, Mr. Davis has taken

6



various courses in the f ield including, principals of

Assessing, Income Capital ization and Case Studies in Real

Estate Appraising. Mr. Davis attends seminars each year for

assessors and keeps up with the l i terature on the subject.

Mr. Davis has assessed propert ies from pennsylv-ania Avenue to

Massachusetts Avenue and from Ninth street to connecticut

Avenue,  N.W. in  the Dis t r ic t .

15. The assessor valued the entire property. He

used the .building resj-dual technique to allocate between land

and improvement. This approach is a recognized and accepted

one. After estirnating the value of the urhofe property, he

estinated the value of the 1and. The value of the irnprovement

was deLermined to be the difference between the total value

and land val-ue.

16. To arrive at a total- value for the property,

the assessor considered and rejected the cost approach to

value for the subject property. l ie rejected the cosc approach

because the building is an older one with a great deal of

Ceprec iat ion.  The cost  approach is  not  consid.ered appropr ia te

under the circumstances. The assessor used the income

capital ization approach to value in conjunction with the

comparable sales approach.

L7.  The assessor  appl ied a capi ta l izat ion rate to

a stabil- ized net operating income to arrive at an estimate of

value by the income capiLalization approach. To deterrnine a

stabil ized net income for the property, the assessor examined
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the income and expense statements submitted by petitioners.

He examined the lease terms and rents from which he estimated

that $2O.OO per square foot of  gross area was the appropriate

s tab i l i zed  ren t .  He a l lowed a  52  vacancy  fac to r ,  a l though

there were no vacancies. He deemed a vacancy factor

appropr ia te  in  s tab i l i z ing  the  income.  In  s tab i l i z ing  income,

the assessor is determining and stabi- I iz ing future benef i ts

which the owner can derj-ve from the property. The assessor

found t trat  $5.50 per square foot was appropriate for

stabi l ized expenses for the buiJ-ding based upon the expense

information provided by the o! ' rners. The assessor noted an

increase in  income f rom 1983 to  1985 fo r  the  sub jec t .  He

s t a b i l j - z e d  t h e  i n c o m e  a t  $ 2 , 2 5 O , 5 1 5  ( $ 1 3 . 5 0  p e r  s q u a r e  f o o t

o f  g ross  f in ished area  and $16.82  per  square  foo t  o f  ne t

rentable area).  The stabi l ized income f igure reached takes

into account the property 's experience.

1E.  The assessor  used an  or re ra l l  cap i ta l i za t ion

ra te  o f  12 .652.  Th is  f igure  inc ludes  the  ad jus tment  fo r  rea l

cs t -a . tc  ' f  -e -> lc : ,  no t  inc luded jn  ne t  o : :c ra t inq  income. The

capital ized rate was developed by the Standards and Review

Section of the department where Mr. Davis is employed. It  was

reconmended for use where applicable. The rate was arrived at

by uti l ization of a widely recogni-zed method known as the

mortgage equity technique according: to the witness. The

capi ta l izat ion rate was developed f rom actual  sa les.  For  each

off ice building, the estimated stabil ized net operating incorne

8



was determined and divided by the sales price. From this

calculation an overal l  capital ization rate was determined by

the departrnent. Mr. Davis tested the rate for the subject

and, in his judgrment, found it  to be an appropriate, i f  a

somewhat conservative, capital izatj-on rate. -Therefore, he

used it. The technique used by the department j-s a. way of

attainingi a standardized capital ization rate for propert ies in

simil-ar locations with similar uses. The determination made

by the assessor that this capital ization rate is vj-able for

the subject is credited. There was no credible evidence to

refute th is  ev idence-  Apply ing a capi ta l izat ion rate of

L2.652 to  the s tabi l - ized net  cperat ing income for  the

proper ty ,  a  va lue of  $17,790,869 is  ind icated as set  for th

bel -ow:

s2 ,250 ,545
.1265  :  $17  , 79O,869

The j-ndicated value above is sl ightly greater than the

assessed value determi-ned by the Distr ict in the amount of

$17 ,7BBt0 f t .  The  accu racy  o f  t he  ana lys i s  can  be  p roved  by

estirnating the taxes on the value founci and deducting it .  frorn

net income and capital izing the net income by the unadjusted

capi ta l izat ion rate.  The fo l lowing:  resul ts :

Tax  ra te  on  $17  , 79O,869  e  $2 .O3 /LOO :  $  361 ,153
Net income before taxes
Less Real Estate taxes

i 2 , 2 5 O  , 5 4 5
3 6 1 , 1 5 3

$ 1 , 8 8 9  , 3 9 2

s r  , 8 8 9  , 3 9 2  :  $ 1 7  , 7 g O ,  B B 5
. I O 6 2

Net Incorne
Unadjusted :
Cap Rate

9

Value
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19. The assessor used the income capital izat ion

approach in concert with the comparable sales approach. The

assessor examined comparable propert ies to determj-ne the sales

price per square foot of  net rentable area. (See respondent,s

exhibi t  J).  The value per square foot of  net -rentable area

for  the  sub jec t  a t  the  ra te  ind ica ted  i -s  $132.92  per  square

foot of net rentabl-e area. He found this value to be

supported by the pr ice per square foot of  net rentable area

for the ntost comparable propert ies.

20. The allocatj-on between the land and improvement

vras determined by the bui lding residual technique as above

descr ibed.  The assessors  use  a  bas ic  loca t iona l  ra te  fo r  land

in the same g'eneral  locat ion. The basic locat ional rate is

the land value in a part j -cular area before adjustments are

made for di f ferent character ist ics of a property which render

i t  more or less valuable.

2L.  Respondent 's  exhrb i t  I {  is  a  por t ion r : f  a  map

prepared by Standards and Review which reflects the basic

l -o l : t ' i ona l -  ra tes  i n  t he  a rea  o f  t he  sub jec t .  The  l oca t i ona l

rate for  the subject  was $36.00.2 The assessor  agreed that

the amount was appropriate and used it .  To the basic

2some questi-on was raised as to which fi-grure on the map
represented the locational rate. The assessor testi f ied that
$36.00 was the basic  locat ional  ra te which was der j -ved f rom an
analysJ-s of sales. Sini larly, two f igrures appear for other
parcels on the map. Parcels to the east of subject have
handwrj-tten f igures of 36. Those to the south of the subject
show 40 to  44.  The Cour t  credi ts  the assessor 's  test imony
that  $36.00 is  the appropr ia te locat ional  ra te for  the t i rne in
questj-on. The f i-gure was inserted on the map in 1985.

1 l
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locat ional rate, adjustments were made. A corner lot  commands

a hi-gher pr ice. Thus, dD adjustrnent of 1oe upward was made

for  the  corner  lo t  ra is ing  the  ra te  to  939.6 .  Ad jus tments  a re

made for larger parcels since they also command a higher

pr ice. For property containing J-ess than 4OOO s-q_uare feet,  no

ad jus tment  i s  rnade fo r  s ize .  For  land area  o f  IO,OOO square

feet or more, a 2OZ adjustment is made. For land areas

conta in inq  l -2 ,500 fee t  o r  more ,  an  ad jus tment  i s  rnade o f  ZSZ.

These adjustments were standard for properties l-ocated in the

same area .

22 .  The assessor  ad jus ted  the  loca t iona l  ra te  fo r

t h e  s u b j e c t  b } ' l - o %  t o  r e f l e c t  i t s  i n c r e a s e d  v a l u e  b 1 ' l e a s o n  o f

i ts corner locat j-on with two fronts.  An adjustment was also

rnade by  the  assessor  fo r  i t s  s ize  ( in  excess  o f  I2 ,5OO)  o f

252.  An ind ica ted  va lue  o f  $50.00  per  po in t  o f  FAR was

determined. Since the FAR was 10, the value is $5OO per

sguale foot  o f  land erea.  The assessor  ut i l ized h is  judcrment

in making the adjustments. He checked the values .n.rn=a an"

rnost  recent  ccnparable lanC sal -es.  .S ince proper t l r  vc l r :es \ rere

rapidty escalatingr during the period, the assessor deemed the

sales in  1985,  which were c lose to  the date of  va luat ion,  to

be most comparable. Sales in the same area, east of 15th

Street, N.W. were considered rnost comparable. Propert ies

which sol-d in 1985 near the subject supported the results

reached by the assessor. Among the sales considered were the

l :

1 1



fo l low ing :

General  Locat ions
1 4 t h & L S t r e e t , N . W .
I 4 2 O - 2 2  K  S t r e e t ,  N . W .
\ 4 2 O  N . Y .  A v e . ,  N . W .
1 4 t h  &  E y e  S t r e e t s ,  N . W .
6 0 7 - 6 L 3  1 4 t h  S t r e e t ,  N . W .

3For the lots and squares,
.2

Price Sq/Ft
of Land Area

$ 5 3 3 . 6 4
5 9 1 . 9 8
8 4 6  . 2 6
6 1 9 . 9 0
4 1 1 . 1 1

see respondents 's

T2

Price
P/FAR
$53.36

59.20
84.65
6r.99
41.11

The value determined by the assessor for the subject property

at  $5OO per  square foot  o f  land area and $5O.OO per  point  o f

FAR appears to be supported by the comparable sales

identified. The terms of the sal-es were considered by the

assessor. He also provided reasons that other safes were not

deerned as comparable. For example, the price for the 13th &

K  S t ree t  p rope r t y  (Lc ts  BO3,  804 ,  813  and  816  i n  Square  248 )

was reported to have been negotiated some 5-6 years earl ier.

Thus,  i t  was not  re l ied upon by the assessor .  The assessor 's

val-ue for the land component is supported by the credible

evidence presented at tr ial.  No persuasive evidence to the

contrary  refutes i - t .

23 . The l-and val-ue determined f or the subj ect by

the  asses r . i t :  i n  t h :  r  . - : n l i e r  i  l i i  ca te i  \ . Jas  SA  ,0 i 0 .  50C  1 l  a0 : : 1

square feet  X $500) .  Using the bui ld ing res j -dua1 technique,

which assessors use 952 of the t irne, the al location was made

by the assessor between land and building as fol l-ows:

9  , 7 5 7 , 5 O O  B u i l d i n g
B  , 0 3 0  . 5 O O  L a n d

L 7 , 7 8 8 , 0 0 0  T o t a l  a s s e s s e d  v a l u e
I
I
I

I

I

i

exhibit K at page
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24. When the bui lding residual technique is used,

any adjustment to the land component requires a readjustment

of the value of the i -mprovement.  Thus, i f  pet i t ioners, value

of the land were accepted (and i t  i -s not)  the value of the

whole would remain, and the improvernent value would be

increased.

25. There is a qround lease for the real property.

The ground lessee has an option to buy the land, and the

grround lessor has an opt ion to buy the bui lding. Thus, ei ther

the owrler of the giround or the owner of the building may

acquire t i t le to the whole. The evj-dence does not support

t-.irat the ground lease and the optj-on suppress the value of tire

property below the value as determined by the District.

26. Petit ioners atternpted to show that the value of

the property as determined by the Distr j-ct would not proouce

a suff icient return on equity. The cal-culations made cover

only  a s ing le ) rez. r .  Presunably ,  &oy wi l l ing buyer  would be

investing for a peri-od of t ime over which the return would be

rneasurc- :d .  fhe i , , , l tcn i : ia1 y ie ld  inc ludes a ser ies of  income

streams and the remaining reversionary i-nterest. According to

the assessor, i t  is not unconmon for the rrgoingi intr cap rate

to be 1ow. These factors along with the substantial evidence

supporting the Distr ict 's value reguire a rejection of

pet i t ioners '  pos i t ion.

Conclusions of Law

Petit ioners are entit led to a tr ial de novo in

1 3



appeal-ing from a real property tax assessment. Wvner v.

D i s t r i c t  o f  Co lumb ia ,  4 I I  A .2d  59 ,  60  (D .C .  1980 ) .

Petitioners have the burden the proving the assessments

appealed from are incorrect. Brisker v. Distr ict of Columbia,

510  A .2d  1037 ,  1039  (D .C .  1986 ) .  Pe t i t i one rs - can  mee t  t h i s

burden by showing that the Distr ict 's valuation for the tax

year in question was f lawed. fd. The taxpayers are not

requj-red to prove the correct value of the property, but need

only show the incorrectness of the Distr ict 's assessment. fd.

Petit ioners have not met that burden of proof in this case.

Petj-tioners atternpted to prove that the value of the

Iand component  was excess ive . Th is  conten t ion  is  baseo

primari ly upon the fol lowing observations: that the land value

assigned by the Distr ict exceeded the assessed value of the

land for the prior tax year by approximately 5OZ; that the

consumer price index increased by only 4? during the relevant

per i  cc i ;  that  no change occurred i -n  the sublease;  that  the

property's income i-ncreased only modestly; and that

1: i : t . - ' ; - : -c ; ic r -s ;  r j . :e ;e- i  i  - r r je ,  incr :e i ;se to  be :upp^r- i - :d .  T l ' . l -  l . ; t -1 . - t :

contention was not determined by any recognized approach to

value nor supported by the facts. There is no proof that the

increase in the value of real property can be determined by

reference to the consumer Price Index. The increase in the

property's income was taken into account in the incorne

capital ization approach used by the assessor which supports

the assessed value as determined by respondent. The fact that

L 4
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there was an approximate 5OA increase over the prior year's

land component requires scrutiny and consideration.

Nevertheless, i f  the value determined for the property is in

fact the estimated rnarket value of the property, i t  must be

used as the assessed value in spite of the magnitude of the

departure from the prior year.

The assessed value of real property is the estimated

va lue  as  o f  t he  va lua t i on  da te .  D .C .  Code  547 -B2O (a )  ( l - 981 ) .

Real- property taxes are based upon the estimated val-ue of the

subject real property as of January 1, of the year preceding

the tax year .  fd .  Est imated market  va lue is  def ined by

s ta tu te  a -s  fo l lov rs :

The term trestirnated market valuerr means
1OO per centum of the most probable price
at which a part icular piece of real-
proper ty ,  i f  exposed for  sa le in  the open
market with a reasonable t inr.e for the
seller to f ind a purchaser, would be
expected to transfer under prevailing
market condit ions between part ies who
irave knowied,je of the uses to which the
property may be put, both seeking to
maximize their gaj-ns and neither being in
a posit ion to take advantage of the
. - ; : : - c ; , : nc ie  : :  c f  t l , :  c , : l , c - r .

D .C .  Code  S47-802(4 ) (1981) .  To  de te rm ine  the  es t ima ted  marke t

value of a property, the Distr ict must take into account

various factors bearing upon the subject, including but not

l inited to sales inf ormation on sirni l-ar propert ies, mortgages

or  f inancia l  considerat ions,  product ion costs  less accrued

deprec iat ion,  condi t ion,  income earn ing potent ia l ,  zoning and

g iove rnmen t  r es t r i c t i ons .  D .C .  Code  S47 -820 (a )  ( 1981 ) .  The

1 5



assessor nay apply one or more of three recognized approaches

to value: replacement cost, comparable sales and the income

approach. Distr ict  of  Columbia v.  Washinqton Sheraton

C o r p o r a t i o n  , 4 9 9  A . 2 d  L O 9  ,  1 l - 3  ( D . C .  1 9 8 5 )  .  T h e s e  r e c o g n i z e d

approaches to value consider the factors mandatg-d by statute.

S a f e w a y  S t o r e s ,  f n c .  v .  D i s t r i c t  o f  C o l u m b i a ,  5 2 5  A . 2 d  2 O 7 ,

2O9 (D.C.  t .987) .  A l though assessors  must  cons ider  a l l  th ree

approaches to value, the assessor may rely upon one approach,

provided,the others have been considered and there is a

reasonable basis for select ing one over the other.  Id.  The

evidence shcr, :s that the assessor rel  j -ed upon two of the

recognized api:roaches to value, the incone approach and the

comparable sal-es approach. He provided a reasonable basis for

rej  ect ion of the cost approach to val-ue.

The income approach to value reguires the

development of a stabilized net operatingr income and a

capi ta l izat j -o : - .  ra te for  the proper ty .  The stabi l ized net

operating income is derived from an examination of the

'  :c : ' - , t : t1"s  l : r  . .  . ) r \z  fo . :  a  nut . .bcr :  c f  1 'e ; ; : '_-  
' ;o  pro jec;  thc f r : ture

earn ing abi l i ty  o f  the proper ty .  Safewav Stores.  Inc.  v .

D is t r i c t  o f  Co lumb ia ,  525  A .2d  a t  213 ;  D is t r i c t  o f  Co lumb ia  v .

Washington Sheraton Corp.  |  499 A.2d at  115.  The assessor

examined the history of the subject and reached a stabil ized

net operating income which is supported by the evidence and

which was not challenged successful ly at tr j-al.  The

capital ization rate represents the percentagie an investor must

T6
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recover annually to pay the mortgage, a fair return on equity

and real property taxes. Rock Creek Plaza-Woodner Ltd. v.

D i s t r i c t  o f  Co lumb ia t  466  A .2d  857 ,  S58  (D .C .  1983 ) .  The

cap i ta l i za t ion  ra te  used by  the  D is t r i c t ' s  assessor  was

developed from information related to actual sq1es. The rate

selected was not successful ly assai led at t r ia l .  O::ce the

stabi l ized net operat ing income and the capital izat ion rate is

determined, the indicat ion of value is found by dividing the

s tab i l - i zed  ne t  income by  the  cap i ta l i za t ion  ra te .  See

Distr ict  of  Columbia v.  I r iashington Sheraton Corp. |  499 A.2d at

113-114.  S ince  the  income approach to  va lue  is  appropr ia te  in

this case for an incoi ' ;e-producing propert-y l ike the subjecL

and the components of the formula are supported by the

evidence, the indicat ion of value developed should be

accurate.  The ind. icated value obtained by the assessor was

checked against comparable sales and found to be supported.

Pet i t ioners sought  not  be p lace the va l -ue of  the

bui ld ing in  issue.  However ,  in  assessing real  proper ty ,  the

u : ' s ' r : - l cL  i ccc : - r , : . i . - : - .  L . , , : ; r  - , - l l t e  o f  t he  r , ' no1e  and  a l l oca tes

between land and i-mprovements. The tax levy is made each year

on the r r rea l  proper tyr r  .  D.  C.  Code S47-811 .  The assessed

value of real- property is the estirnated market val-ue as of the

va lua t i on  da te .  D .C .  Code  947 -B2O(a ) .  r rRea l  p rope r t y "  i s

aThe assessor has used a sl ightly lower amount as the total
estimated value for the subject than the result reached by
appl icat ion of  the formul-a.  The d i f ference is  negl ig ib le .
Since estimated value is in a range rather than a f inite
number, dr adjustment upward is not necessary.

I 7



def ined in the Code as real estate ident i f ied according to lot

and sguare together with any improvements thereon. D.C. Code

S 4 7 - 8 o 2 ( 1 )  ( 1 9 8 1 ) .  T h u s ,  t a x e s  a r e  i r n p o s e d  o n  t h e  e s t i m a t e d

market value of the whole- A taxpayer who seeks reduct ion of

an assessment substant ial ly below fair  market value must prove

that his share of the tax burden is substant i-al ly greater than

the share al located to others general ly.  See In re Appeals of

K e n t s  2 1 2 4  A t l - a n t i c  A v e n u e ,  f n c .  ,  l - . 6 6  A . 2 d  7 6 3  ,  7 6 9  ( N . J .

1961) .  I f  proof  is  not  shovm of  th is  fact ,  then the fact  that

the assessment of either the land or improvement component

rn ight  be excessive would not  be of  consequence.  Td.

The Cour t  o f  Appea ls  has  a f f i rned a  dec is j -on  ho ld ing

that l-and and improvements are severable elements of real

property for purposes of assessment such that ei ther can be

deemed omi t ted  proper ty  under  D.C.  Code 547-831.  1111 lg th

Street  Associates v .  Dis t r ic t  o f  Columbia ,  52L A.2d 260,  268

(  D.  C "  i9  87 )  .  in  19th Street  Associates,  the Cour t  \ r 'ES

persuaded by various sections of the statute which require an

a I - '1,ocati on h:.t-r 'cen l and and imnrover,ents . The statute

requires that the property be assessed with the value of the

land and improvements ident i f ied separate ly .  D.c .  Code S47-

821-(a)  (1981) .  I t  is  a lso requi red that  the Mayor  cornpi - le  a

l ist of the prel iminary assessments specifying the values of

the  l -and  and  the  improvemen ts .  D .C .  Code  547 -823(1981) .

Neither the decision in the 19th Street Associates case nor

the statutory scheme preclude the uti l ization of the

1 8



determination of estimated fair

property and the determination of

and irnprovements by the building

in  th i s  case .

rnarket value of the whole

the al location between land

residual technique employed

Peti t ioners have fai led to prove by a-preponderance

of the evidence that they are ent i t led to the rel ief  sought.

On the other hand, the evidence establ ishes that the value of

the land is consistent with value al located to i t  by the

Distr ict .  _ The evidence does not show that the Distr ict 's

valuation for the property or for the l-and component was

erroneous or f lau'ed. Accordingly,  the assessment must be

a I  I  l r m e d .

Therefore, i t  is by the court tnis 3 // taay of
' )  

4
l r . l q  ,  I 9 9 O  ,

I r l
l) U ORDERED, that

for the subject property

a f f i rmed .

the assessment rnade by the Dj-str ict

for tax year L987 be, and hereby is

)
t !

L nc' , : ;  : t  ( . . /  t 'c( ,r- / ' '1 '
ATnIce- w;qndr*-

' Juc l : ie

Siqirccr it-i Clran.i:ers

special designation pursuant to D.C. Code Sl- l--
on date of entry of decision. Trial heard by
while an Associate Judge of the Superior Court.

Sitt ing by
707 (b ) (1e81 )
Judge Wagner
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DISTRICT OF COLUMBIA,

AL. I AlleLlaNTS,

TA8.-3872-87

APPELLEE.

Appeal from the Superior Court of the
ois t r ic t  o f  Colurnbia,  Tax Div is ion
(Hon. Annice M. Wagner, T?ial Judge)

(Argued Apr i l  6 ,  L992 Decided Apri l  I1, 1992)

Before FERREN AND STEADIUN, AssociateJudges, and GALIAcHER, SeniorJuclge.

IVIEMORANDUM OPINION AND JUDGMENT

Appe l l an ts  ra i se  numerous  cha l l enges  to  the  D is t r i c t ' s  ! 987
real  proper ty  tax assessment  for  the commerc ia l  proper ty  located
a t  11 .2 I  Ve rmon t  Avenue ,  N .W. ,  and  c la im  the  t r i a l  cou r t  e r red  i n
upho td ing  tha t  assessmen t .  A f te r  rev iew ing  each  o f  appe l l an ts '
c l a ims  and  f i nd ing  no  e r ro r ,  w€  a f f i rm .

I .

Appel lants  are the lessees of  land owned by the John Hancock
Mutual  L i fe  fnsurance Company.  Under  the terms of  the lease,
appe l l an ts ,  who  own  the  o f f i ce  bu i l d ing  on  the  l and  ( the
improvemen t ) ,  pay  a l l  r ea l -  es ta te  taxes .  Fo r  t ax  yea r  1987 ,  t he
Dist r ic t  assessed the real  proper ty  ( Iand p lus i rnprovement)  a t
$17 ,  788 ,  oo ,  a l l oca t i ng  $8 ,  030 ,  500  t o  t he  l and  and  $9  , 7  57  ,  500  t o
the improvement .  The assessment  was susta ined by the Board of
Equa l i za t i on  and  Rev iew .  Fo r  bo th  l - 985  and  1986 ,  t he  D is t r i c t  had
assessed  t he  p rope r t y  a t  S12 ,51 -0 ,000  ($5 ,300 ,130  f o r  l and ,
$7 ,209 ,870  fo r  i r np rovemen t ) .  Appe l l an ts  pa id  the i r  L987  taxes  and
then sued for  a  refund in  Super j .or  Cour t .

f n  t he i r  pe t i t i on ,  appe l l -an ts  cha l l enged  the  va lua t i on  o f  t he
land but  not  the va luat ion of  the improvement  or  the overa l l  rea l
p rope r t y  assessmen t .  Acco rd ing : . y ,  appe l l an ts  moved  to  p roh ib i t  t he
Dist r ic t  f rom in t roducing ev idence concern ing the va lue of  the
improvement and the combined value of the land and the irnprovement.
The t r ia l  cour t  denied the mot ion.  We now summar ize the f ind ings
of  the cour t  based on the ev idence at  t r ia l .

The  ove ra l l  assessmen t  was  a  two-s tep  p rocess .  F i r s t ,  t he
assessor  determined the to ta l  va lue of  the real  proper ty  ( land p lus
improvement)  us ing the income capi ta l izat ion approach.  This

)"* I
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app roach  resu l t ed  i n  a  t o ta r  va rue  o f  $L7 ,790 ,g69 .  The  assesso r
then used the comparable sales rnethod in effect to check the inconecap i ta l i za t i on . f i gu re .  Those  comparab re  sa les  a re  l i s ted  i nDist r ic t  exhib i t  J .  The resul t i ig  to ta l  assessed.  va lue was
$L7  , 788 ,  0OO.

Second,  the assessor  used the bui ld ing res idual  method toa l locate the to ta l  va lue between the land lnd the improvem"r i .
Under  th is  method,  the land va lue is  determined and then subtracted
from the to ta l  assessed value in  order  to  get  the va lue of  theimprovement .  To obta in the va lue of  the l -ar ia ,  the assessor  used
a standard rnathemat ica l  formula based on the speci f ic  s i te
loca t i on ,  l o t  t ype  ( co rne r ) ,  and  square  foo tage  o f  t he  assessed .proper ty-  Af ter  cornput ing that  formula,  the a*ssessor  ar r ived ata  p r i ce  pe r  po in t  o f  f l oo r  a rea  ra t i o  (FAR)  o f  $50 .

The  assesso r  t hen  mu l t i p l i ed  the  g5o  p r i ce  by  the  app r i cab re
I+R  (10 )  t o  ge t . a  p r i ce  pe r  squa re  f oo t  o f  l and . rda  o f  $sob .  Th i sf igure was wi - th in-  the range ind icated by a second set  o f  comparable
sa les  used  by  the  assesso r .  These  comparab les  a re  l _ i s ted  i nD is t r i c t  exn i r j - t  x .  The  assesso r  t hen  ,nu f t i p t i ea  tne  $5oo  f i gu reby the sguare footage of  the proper ty  to  assess the land at
$g ,o lo ,5oo .  sub t rac t i ng  tha t  t i gu r l  r r : on  the  ove ra l l  assessmen t
(S fZ ,788 ,0O) ,  he  t hen  a l l - oca ted  t he  rema in i ng  $9 ,751 - ,SOO va lue  t othe improvement.

I I .

As  a  th resho ld  ma t te r ,  w€  no te  tha t  appe l l an ts '  pe t i t i on  i nSuper io r  Cour t  a l l eged  tha t  t he  D is t r i c t ' s  assessmen t  o f  t he  l -and
no t  t he  D is t r i c t t s  ove ra r r  assessmen t  - -  was  i n  e r ro r .  A r l  o f

appe l l an ts t  c l a ims  on  appea l  a l so  focus  on  the  D is t r i c t ' s
assessmen t  o f  t he  l and ,  on ry .  Fu r the rmore ,  appe l ran ts  reques t  t ha twe  reve rse  the  t r i a l -  cou r t r s  o rde r  upno t -A ing  the  O is t r i c t r s
assessment  of  the land and remand for  an assessment  of  the 1and ate i t he r  appe l l an t s '  own  f i gu re  (96 ,183 t484 )  o r  a t  t he  D i s t r i c t , s
assessmen t  f o r  t ax  yea r  r sbe  ($s , : oo , r i o ) .

A f te r  t he  pa r t i es  f i l ed  the i r  b r i e f s ,  t h i s  cou r t  dec ided
wasbingtott Post c2. , D.is,tr ict of coluntbia, 596 A.2d 5L7 (D.c. \ggr), inwhich we held that  i f  the real  proper ty  is  ra i r ry  i=="==ea in  i tsent i re ty ,  then any rn isa l locat ion of  va l -ue between-  the Land and the
improvement  prov ides no basis  for  a  refund or  damages.  Id .  a t  519.
I l  cons t ru ing  re revan t  D .c .  code  p rov i s ions ,  , " -  reasoned  tha tr r [ t ] hese  p rov i s ions  es tab r i sh ,  i n  o -u r  v iew ,  t ha t  . - i . "  paye r  i sent i t led to  a refund when the assessment  of  the r rea l  proper ty '  - -
the combinat ion of  land and improvements - -  is  exces=i . r " ,  not  whenthe a l locat ion of  va lue bLtween land and i rnprovements is
erroneous.r r  Id ,  a t  52o.  Because appel rants  do not  chalJ-enge theDist r ic t ts  overa l l  assessment ,  eve-n-  i f  the assessor  d id  make arn is take in  a l locat ing the to ta l  va lue between land and improvement ,
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such an erFor  prov ides no basis  for  re l ie f  ,  i .e . ,  a  re fund.
a t  52O-2 I . '

See id.

Because appel lantsr  counsel  asser ted dur ing ora l  argurnent  that
a gross overvaluat ion of  the land should have been considered in
checking the overa l l  va luat ion,  v /e br ie f ly  address appel lants '
remain ing c la ims on appeal . '  F i rs t ,  they argue that  the Dis t r ic t
v io la ted  D .C .  Code  S  47 -821  (a )  (1987  )  because  the  I ' assesso r  mere l y
used a predetermined mathemat ica l  formula and h is  ca lcu lator . r r
This  argument  is  wi thout  mer i t .  Sect ion 47-821 (a)  prov ides,  in
re levant  par t ,  that  r r [ t ]he Mayor  shal l -  assess a l l -  rea l  proper ty ,
ident i fy ing sepaiate ly  the va lue of  land and improvements thereon.r l
That  is  what  the assessor  d id  in  th is  case.  The fact  that  he d id
so by formula - -  tak ing in to account  the proper tyrs  s i te  and corner
locat ion and i ts  square footage is  of  no consequence,  un less
appel lants  can prove e i ther  that  the basis  of  the formul-a is
unlawfu l  or  that  the assessorrs  computat ion of  the formula in  th is
case was inaccurate. See Safeway Stores, Irtc. u. District of Coluntbia , 525
A .2d  207 ,  2 I I  (D .C .  1987 )  ( t axpaye r  has  bu rden  o f  p rov ing  t ha t

'  Appellants raise a val id argument that Wasbirtgtott Post should
no t  be  read  to  ba r  a l l  cha l l enges  o f  t he  D is t r i c t ' s  a l l - oca t i on
between land and improvement .  They argue,  for  example,  that  the
ren t  t hey  pay  to  the  D is t r i c t  f o r  sub -su r face  space  ( ' r vau l t
ren ta l t t )  i s  based  r ron  the  assessed  va lue  pe r  squa re  foo t  o f  t he
abu t t i ng  l and . r r  I n  t h i s  case ,  however ,  appe l l an ts  d id  no t  pe t i t i on
the t r ia l  cour t  to  remedy harm incurred because they paid too much
in  vau l t  ren ta l  on  accoun t  o f  t he  D is t r i c t r s  l and  assessmen t .  We
also note that  there may be proper t ies in  the c i ty  where par ty  A
pays the taxes assessed to thb land por t ion whi le  par ty  B pays the
taxes a l located to  the improvement  por t ion.  In  such a s i tuat ion,
a  rn i sa l l oca t i on  n igh t  p rov i -de  the  bas i s  f o r  a  c la im  o f  damages  o r
an  ac t i on  aga ins t  t he  D is t r i c t  t o  co r rec t  a  m is take .  Aga in ,  t ha t
i s  no t  t he  case  be fo re  us .

2 Pre l i rn inar i ly ,  we re ject  appel lants '  argument  that  the
t r ia l  cour t  er red in  approv ing a land assessment  that  was a I i t t le
more that  f i f ty  percent  h igher  than the preceding yearrs .  As
appel lants  themselves recognize,  the s ize of  the increase could
s imply  ref lect  a  prev ious underassessment .  Contrary to  appel lants l
bo ld asser t ion,  there is  no ev idence that  the Dis t r ic t  is  now
r rpena l i z i ng "  t hem fo r  a  p rev ious  yea r I s  underassessmen t  by
t t jack ing-upt t  the L987 assessment .

Si rn i lar ly ,  appelJ-ants '  content ion that  the t r ia l  cour t  er red
in denying the i r  mot ion to  prohib i t  admiss ion of  ev idence of  the
overa l l  assessment  is  n isguided.  As we noted above,  the assessment
consis ted of  two steps,  each in tegra l ly  l inked to  the other .
Furthermore, as we observed in Wasbington Post , the trial court
rev iews the overa l l  assessment  for  accuracy and lawfu lness.
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assessment  is  incorrect  or  i l legal ) .  A l though appeJ-1ants c la im the
Dist r ic t  d id  not  assess the i r  t rpar t icu lar [  parcel  o f  land and used
rrarb i t raryr r  f igures in  i ts  caIcu l -at ion,  they adduced no ev idence
a t  t r i a l  t o  suppor t  t hose  c la ims . "

Appel lants  next  contend that  the t r ia l  cour t  er red in  f ind ing
comparable the sa les of  land the assessor  used in  s tep two of  h is
assessment  process. They argue that such sales were not
f f  reasonably  cornparablerr  wi th in  the meaning of  9  DCMR S 307,3
(1 "986 ) ,  because  the  assesso r  d id  no t  t ake  i n to  cons ide ra t i on  the
terms of  each sa le or  the encumbrances (such as leases)  on each
parcel. We rejected a sirni lar argunent in WoAa. Distr ict of Coluntbia,
597  A .2d  1303 ,  l - 31 - l -  (D .C .  L991 )  (D i s t r i c t  en t i t l ed  t o  p resume  sa les
pr ices of  se lected comparable bui ld ings reasonably  ref lect  spect rum
of  market  forces and encumbrances) .  Fur thermore,  the t r j -a l  cour t
found that  the comparable sa les used by the assessor  ( l is ted in
Dist r ic t  exhib i t  K)  appeared to  suppor t  the $50 per  po int  o f  FAR
the assessor  obta ined by us ing the mathemat ica l  formula.
Appel lants  produced no ev idence showing that  the r rusual  cr i ter ia
I  o f  comparabi l i ty  such]  as locat ion,  d9e,  and conf  igurat i .on,  r r  id ,  ,
o f  the proper t ies se lected by the assessor  for  compar ison were not
r r reasonably  comparable.  r r "

F ina1 Iy ,  appe l l an ts  a rgue  tha t  t he  D is t r i c t ' s  assessmen t  o f
the land was inaccurate or  un lawfu l  because i t  fa i led to  take
account  of  a  ground lease and a purchase opt ion r rencumbrancesr t
bene f i t i ng  appe l l an ts  as  owners  o f  t he  bu i l d ing  and  ho lde rs  o f  t he
be low marke t  p r i ce  Iease  and  op t i on  - -  wh ich  dep ress  the  p rope r t y rs
I 'marke t  va lue . r r  I n  l i gh t  o f  ou r  d i spos i t i on  o f  t he  case  on  g rounds
stated in WasbingtonPost Co., we decline the opportunity presented by
the par t ies to  sor t  through the rneaning and theoret ica l
underp innings of  r r rnarket  va luerr  in  the context  o f  the purposes and
po l i c i es  o f  rea l  p rope r t y  t ax  assessmen t .  We  no te  i n  pass ing  tha t ,
a l t hough  D .C .  Code  S  47 -820  (a )  p rov ides  tha t  t he  assesso r  t ake
into account ttany factor which night have a bearing upon the rnarket
va lue of  the real  proper ty , r r  the t r ia l  cour t  found,  and appel lants
p resen ted ,  no  ev idence  o f  t he  magn i tude  o f  t he  g round  lease rs
possib le  impact .  I f  a  factor  is  not  shown to i lhave a bear ing upon

3  Th"  assesso r ,  Mr .  Dav i s ,  t es t i f i ed  tha t  he  made  an
indiv idual ized determinat ion but  had concluded that  the proper ty
d id not  possess any unigue character j -s t ics  to  warrant  dev iat ion
f rom the s tandard adjustment  f j -gures he used.

a The t r ia l  cour t  found that  the locat ion and zoning
character is t ics  and the a l lowable FAR of  the proper t ies compared
were the same as appel lantsr  proper ty ,  and that  the dates of  the
comparable sa les were c lose to  the va luat ion date of  the subject
proper ty .  Appel lants  do not  chal lenge these f ind ings,  and we can
f ind no c lear  er ror .  See Wasbi t tg ton Post  Co. ,  596 A.2d at  522-23.



5

the  marke t  va lue r r r t hen  the  assesso r  commi ts  no  rn i sdeed  in  fa i l i ng
to consider i t  .  See also Safeway Stores, 525 A.2d aE 2l-L-l-2 (sustaining
t r ia l  cour t  I  s  approval  o f  assessorr_s decis ion not  to  consider
t rsweethear t r r  leaseback arrangements)  .5

Acco rd ing l y ,  i t  i s

ORDERED AND ADJUDGED that the judgrment on appeal is hereby
af  f  i r rned.

FOR THE COURT:

t, A. ,,L-T--
Joy  A.  Chapper ,
Ac t ing  C lerk

C.opies to:

Hon. Arnice M. I^lagner

Clerk, Superior Court

M. Paul Zinmerrnan, Esq.
1001 Connecticut Ave. , i{l^I, //1210 (36)

Charles L. Reischel, Esq.
Defirty Corporation @r:nsel

s  We a lso f ind no mer i t  in  appel lant 's  argument  that  the
t r ia l  cour t  er red in  not  re ly ing on Mr.  Wol f 's  test imony that  the
Dist r ic t rs  va luat ion would produce a return on equi ty  of  on ly  4.357
percent ,  and that ,  therefore,  the Dis t r ic t ts  va luat ion was
unreasonab le .  As  the  t r i a l  cou r t  f ound ,  Mr .  WoI f t s  ca l cu la t i on
only  took in to considerat ion a s ing le year  and fa i led to  inc lude
the present  wor th of  poss ib le  fu ture income st reams.  Because the
t r ia l  cour t  had sound reasons for  not  re ly ing on appel lants '
f igures and ca lcu lat ions,  w€ d iscern no c lear  er ror .




