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FINDINGS Otr' FACT. CONCIJUSIONS OF LAW AND JUDG}IENT

I  
fn is  mat ter  came before the Cour t  for  t r ia l  upon the pet i t ion

! f  w . f .  Ga l l i he r  &  B ro . ,  I nco rpo ra ted ,  i n  wh ich  i t  appea ls  f rom
I
a real -  proper ty  tax assessment  for  tax year  I9a7 and seeks a

par t ia l  re fund of  taxes paid.  Respondent  f i ted an answer

denying pet i t ionerrs  ent i t lement  to  the re l ie f  sought .  Upon

consideration of the petit ion and response and evidence adduced

at the hearing, and having resolved al l  questions of

credib i l i ty ,  the Cour t  makes the fo l lowing:

FfNDINGS OF FI iCT

t .  Pe t i t i one r ,  W .T .  Ga l l i he r  &  B ro . ,  I nc . ,  a  D i s t r i c t  o f

lo lumbia Corporat ion,  is  legal ly  ob l igated to  pay aI I  rea l

:s tate taxes against  Lot  75 in  sguare 116.  Pet i t ioner  is  owner

>f the land and improvements thereon known as I92O N Street,

{ .W. ,  s i t ua te  j - n  the  D is t r i c t  o f  Co lumb ia .

2.  The tax in  controversy is  a  rea l  estate tax for  tax year

1987 assessed against said Lot 75, square 1-16t and improved by

r  bu i l d ing  known  as  I92O N  S t ree t ,  N .W. ,  i n  t he  D is t r i c t  o f
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Columbia. The tax in controversy is based upon a total

a s s e s s e d  v a l u e  o f  S 2 I , 7 O O r O O O .

3. Petit ioner t j-rnely f i led an appeal with the Board of

Equalizati-on and Review, which sustained the proposed

assessment .  The taxes in  the amount  of  $440,51o were t imely

pa id .

4.  The sub jec t  p roper ty  cons is ts  o f  an  e igh t -s to ry  o f f i ce

building with two basement garage level-s, located on a lot of
I I

lpnnroximately 
1-9,832 square feet with frontage of approximately

lbO l  . 6  fee t  on  the  sou th  s ide  o f  N  S t ree t ,  N .W.  Access  to  the

i "Olect  
proper ty  is  l imi ted to  one-way st reets ,  in  contrast  to

L .p-ocations on major two-direction thoroughfares more common to

[owntown of f ice bui ld ings.  The subject  was bui ] - t  in  1980 and

:ontains approximately l - l -3,  l -75 square feet of  of  f  ice space and

r  f l -oor  a re  ra t j -o  (FAR)  o f  6 .0 .  The sub jec t  con ta ins  161

cark ing  spaces ,  and is  an  a l l -e lec t r i c  bu i ld ing  loca ted  in  an

iP-2  zone.  The SP-zon ing  c lass i f i ca t ion  is  loca ted  on  the
r i

iper iphery of  the more densely-zoned centra l -  bus iness d is t r ic t
t l

l innd the adjacent  res ident ia l  zones.  SP-2 zoning is  more
l l
lbest r ic t ive than commerc ia l  zoning and l imi ts  tenancies

;enera l ly  to  profess ional ,  e leemosynary,  and non-prof i t  groups,

rnd prohib i ts  leas ing for  re ta i l  use,  for  genera l  commerc ia l

rff ice use, or for use by a government tenant such as the

leneral Services Adrninistration or the Distr ict of Col-umbia

;overnment .  F ina l ly ,  the SP-2 zoning c lass i f icat ion a l lows a

ron res iden t i a l  FAR o f  3 .5 .  Thus ,  t he  sub jec t  p rope r t y rs  6 .0

IAR renders i t  a nonconformi-ng structure requir ing Board Zoni-ng



Adjus tment  approva l  o f  any  add i t ion ,  rnod i f i ca t ion ,  o r

recons t ruc t ion .

5 .  Mr .  W i l l i a rn  S .  Harps  tes t i f i ed  as  pe t i t i one r rs  expe r t

lppra isa l  wi tness.  Mr.  Harps,  who has been an appra iser  in  the

i r lashington area for  more than th i r ty- f ive years,  is  a lso a past

Iocal and national president of the Arnerican Insti tute of Real

Estate Appra isers,  and of  the Washington Board of  Real - tors .

!Ir.  Harps has served as a mernber of the Board of Egualization

nnd Review, as well as the Board of Zoning and Adjustrnent in

bhe Dis t r ic t .  He has appra ised some 2OO to 25O commerc iaf

r f f ice bui ld ings in  the Dj -s t r ic t ,  some of  them on more than one

ccasion,  and has specia l ized in  the appra isa l  o f  downtown

ommerc ia l  proper t ies for  the past  12 to  15 years.  F ina l ly ,

r. Harps has presented expert valuation testimony on behalf of

oth private part ies and government agencies, and has

reviously been guali f ied as an expert in this Court.

espondent  s t ipu lated to  Mr.  Harprs exper t  qual i f icat ions.

cap i ta l i za t i on  o f  i ncome

se in  va lu ing income-

rs and lenders are

of a property to generate

service and provj-de a

sponden t rs  w j - tness ,  Mr .

for the assessment of the

agreed that the income

logy for  va lu ing of f ice

a.  Both Mr.  Harps and Mr.

6 .  Mr .  Ha rps  tes t i f i ed  tha t  t he

pproach is the proper approach to u

roducing propert ies because investo

nterested pr i inar i ly  in  the abi l i ty

uff icient income to carry i ts debt

uf f ic ient  re turn on investment .  Re

ppelbaum, the assessor  responsib le

ubject  proper ty  for  tax year  3-987,

pproach was the most proper rnethodo

ui ld ings i -n  the Dis t r ic t  o f  Columbi

3



t l
l l
t l

l [nn"fU"um 
considered the comparable sa]es (or rrmarket data")

lppproach and the cost approach. Mr. Harps did not consider the
I I

lpost 
approach to be valid for appraj-sj-ng the subject property

lpecause the income approach is rel ied upon by buyers in valuing

lpuildinqs such as the subject, and the cost approach is most

lfrseful in valuing new or nearLy new buildings. Mr. Appelbaurn

lpereea 
wi th  the la t ter  pos i t ion and re jected the cost  approach.

il

l [either appraiser did an anal-ysis that arrived at an

ll independent value using the market data approach or comparable

lpa les approach.  Mr.  Harps d id not  under take a sa les compar ison

lppproach because of the absence of the sales of propert ies

lpuscept ib le  of  meaningfu l  compar ison.  The subject  has an SP-2
i l

lponi -nq unl ike many other  of f ice bui ld ings which so ld.  The

narket data approach is useful i f  there are a suff icient number

rf comparable sales to create defined value patterns in the

narket. Such transactions were absent in this case.

3omparabil i ty turns on a nurnber of characterist ics of the

rroperty beyond merely the pri-ce per square foot for which it

lbo ld.  
Compar isons must  be made between the var ious proper t ies l

i J -oca t i on ,  s i ze ,  I and  a rea ,  use  i ncome,  expenses ,  vacancy  ra tes ,

lpnd genera l  rentabi l i ty .  Under  the c i rcumstances,  the

l le ject ion of  th is  method of  va luat i -on was reasonable.  Mr.
I I

l farns 
rel ied on the income approach to val-ue which he deems

l lnost  re l iab l -e.

t l
l l  ? .  Before appra is ing the subject  proper ty ,  Mr.  Harps
t l

l j rnaertook a thorough on-site examination of the property. This
t l

lpetai led investigation revealed that the property was in poor

l fhys ica l  
condi t ion for  a  bui ld ing only  e ight  years o ld.  Mr.

4

l t



Flarps indicated that both the roof and the rear wall  had

Ieaked, that the roof had undergone substantial repaj-rs during

1986, but that on the date of varuation some repairs remained

to be done.  As a resul t  o f  h is  inspect ion,  Mr.  Harps concruded

bhat the subject property was constructed of good materiars,

5ut i t  suffered from poor workmanship in i ts construction.

l l  8. The capital ization of incorne approach requires that the

lfret operating income of the property (gross income minus

lpxpenses and vacancy and credi t  losses,  i f  any)  be d iv ided by a
t l

lpapi ta l j -zat ion rate (a percentage f igure refLect ing an

lfcceptable return on investment as well as the appropriate real
i i
jProper ty  tax rate)  to  y ie ld  an est imate of  market  va1ue.

lpecause 
the capi ta l izat ion rate is  d iv ided in to net  operat ing

lp-ncome,  the larger  the capi ta l izat ion rate used,  the lower wi l - l
il

l fe 
tne result ing property value. rn reaching his estimate of

t l

l J ra lue,  Mr.  Harps employed a capi ta l izat ion rate of  .1153 (or
t l

l [ r . s : a l ,  
wh i l e  Mr .  Appe lbaum used  . r Ls2  (o r  r r . s2 | ) .  M r  Ha rps l

lbapi ta l izat i -on rate,  because i t  was sr ight ly  rower,  wourd y ierd

l l  
s l ight ly  h igher  to ta l  va lue than the rate used by Mr.

l lppelbaum, i f  appl ied to  the same net  operat ing income.

i t
t l
t l

l l  9.  rn his income analysis,  Mr.  Harps ut i r ized the actual

lfet 
onerating income achieved by the subject property during

i l -

lFarendar  year  1986,  ds repor ted by pet i t ioner  to  the Dis t r ic t
t l

lpf cofumbia Department of Finance and Revenue on its income and
t l
lpxpense forrn and leasing report. Before ernploying, actual
t l

l fents, however, Mr. Harps surveyed rental rates and leasing
t l
lpracti-ces in the market to assure that the rents actually being

i l F

t l

il



lchieved by the subject property were in accordance with the

ra tes  be ing  pa id  fo r  s im i la r  space.

10.  Dur ing the t i rne re levant  to  the va luat ion and f rom 1983,

Ehe practice of qranting tenant concessions was pervasive in

the competit j-ve Washington off ice rentaL market, qeneral ly in

bhe form of free rent and above standard improvements to tenant

pace. This practice reduced the net effective rent being

ecej -ved by the proper ty  owner  as ind icated by therr face rater l

f  the lease.  Mr.  Harps surveyed n ine of f ice bui ld ings in  the

S

r

f

as the subject and found that, on a

the tenant concession packages being offered

e buildings represented discounts from the

l -eases f rom 1O percent  to  25 percent .  Mr.

he typical concession being offered in the

a January l - t  1986,  to  be 15 percent .  He then

rents in the market, and he found asking

ui ld ings surveyed ranged f rorn $16.50 to  $28.00

The leasingr aqents with whom he had spoken

I  of  the ask ing '  rents  were negot iab le.  The

Dt,  before account ing for  tenant  concession

.03.  Apply ing the I5Z d j -scount  represented by

concession package to these ask ing rents ,  Mr.

hat the most l ikely net effective rents for

surveyed (those fal l ing within one standard

averagie)  would range f rom $1-7.45 to  $2I .7  O per

calculated rtnet effective rentsrr by

6
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general area
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basis,
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rates of the

lf"rn= 
estimated th
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lfurveVea 
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l l

i i"ai""ted 
that al l

lf""r"n" 
askins ren

l iackaVes,  
was $z: .

lfn .rr"tase tenant
il

lf"rn= 
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ubtracting the total value of the tenant concessions

orm of rent abatements and tenant improvements paid

andlord) from the total rent to be received over the

he rease, and then dividing the result ing net income

he term of  the lease.

12-  Mr-  Harps ver i f ied th is  range of  net  e f fect ive rents  by

naryzing seven actual- Ieases signed i_n Decernber of 1985 for

pace in  nearby of f ice bui ld ings.  rn  the exper t 's  op in ion i t

is important to make adjustments when relying on rentar data

lf irom 
comparable propert ies such as these seven to estimate the

l [ncone 
and va lue of  the subject  proper ty .  Speci f ica lJ_y,

l a d i U S t m e n t s  m u q t  l r o  m : d a  f n r  A i € r ^ - ^ * ^ ^ -  : -  - - -  a r r  .lad justments must  be made for  d i f ferences in  condi t ion
i t -

ocat ion,  zoning,  and age of  the bui rd ing.  Therefore,  Mr.

arps adjusted the face rates of  those leases to  ref lect  tenant

oncessions,  and rnade the adjustments for  condi t ion,  d9e,  and

oning which were necessary to make the leases considered

omparable to  those in  the subject  proper ty .  This  analys is

[-ndicated that fair rents at the subj ect property wou]-d be

( i n  t h e

for by the

term of

f igure by

j exnec ted  to  fa r r  w i th in  t r re  range  o f  g17 .oo  to  g22 .31  pe r
I I
lFquare foot .

t l

I I

l l  
13 '  Mr.  Harps a lso rev iewed the leases s igned at  the subject

t l

jProner ty  s ince the date of  va luat ion.  The leases $/ere s igned
I I

l f "  
r9B7 and 1988 at  net ef fect ive rates,  af ter  account ing for

f fctuar 
tenant concessions, of  gzo. lo and gzt-gz per square

t t

l f loot '  
The rents obtained for new leases are better indicators

t l

l f f  
narket rents than rental information from other buildings.

t l

l l4r. 
Harps concruded that the g2r.g2 per square foot rate

il

i l 7

t l



rctual-Iy achieved at the subject property in 1988 represented

the approximate upper l init  of what could reasonably be

rttr ibuted to the property on a per square foot basis for tax

!/ear 1987. The asking rents at the subject property in

)ecernber ,  1985,  were approx imate ly  $20.00 per  square foot .

1-4. Having establ ished a range of market rental  rates, Mr.

: Iarps reviewed the actual l "eases on the subject property as of

the  end o f  1985.  No leases  were  schedu led  to  exp i re  in  L986,

there fore ,  Mr .  Harps  es t imated  1986 o f f i ce  income by  pro jec t ing
I

p range of increases in the consumer price index and the t iming

pf nass-through payments, which indicated a range of probable

f9B6  
o f f i ce  i ncome  f r om i 2 ,360 ,989  t o  52 ,446 ,o17 ,  exc lus i ve  o f

I
parking. These estimated incomes were so close to the actual-

t986  o f f i ce  income,  ML.  Harps  chose to  re ly  on  the  ac tua l

income of the subject property in this income analysis.  The

rctual income on the subject p-roperty represents a fair

=conomic  ren t  as  o f  January  I ,  1986.

i l  i5 .  Mr.  Harps considered next  the economic expenses

t l
l f , t tr ibutable to the subject property. Mr. Harps tested the
t l
i l ^

l | :xpenses for  the subject  proper ty  against  those in  th is  s tudy.

t l
l fhe actual  expense rate for  the subject  proper ty ,  $5-48 per
il

lpquare foot, was within the range of expense rates indicated by
t l

lFn" survey of off ice building expense rates. Although the
t l
l fctual expenses appeared to be on the low s j-de to petit j-onerrs
i l -
t l

l fxnert, 
considering the physical condit ion and poor workmanship

lfeveafed 
upon inspection, Mr. Harps decided to use the actual

l fxnense rate in  h is  income capi ta l izat ion anal -ys is .  This
t l
l l  6
l t  o

tl



16.  Mr.  Harps expla ined h is  der ivat ion of  an appropr ia te

pi ta l izat ion rate.  By var ious methods of  ca lcu lat j -on,  Mr.

rps developed a range of the approprj-ate capital- ization rates

be applied to the subject property. He considered various

onomic ind icators.  In  Mr.  Harps '  op in ion,  the lower of  the

tes indicated was warranted. The tax factor was added back

to  ob ta i n  11 .53%.

a.ppears to be a reasonable, al t t rough a conservat ive est imate,

fo r  u t i l j - za t ion  in  the  income cap i ta l i za t ion  approach.

L7-  Mr .  Harps  then subt rac ted  the  ac tua l  1986 opera t j -ng

i g x p e n s e s  ( $ 6 1 9 , 9 0 1 )  f r o m  a c t u a l  1 9 8 6  i n c o m e  ( $ 2 , 6 O 3 , 1 0 4 )

I t -nc lus ive of  park ing,  to  ar r ive at  the actual -  1986 net
I I

r - - _ _ - _ _ f  f  - -

I I

l bpe ra t i ng  i ncome o f  $1 ,983 ,2o3 .  D iv id ing  th i s  ac tua l  i ncome by

he capi ta l izat ion rate,  i t  was Mr.  Harps '  op in ion that ,  as of

anuary L, 1986, the subject property had an estimated market

a lue  o f  app rox ima teJ -y  $L7 ,200 ,  OOO.

r"r"
[ "

F"
L.
I
D-n

r  18.  Mr.  Harps per formed an equal izat ion s tudy of  the subject
I
I
property. In this study, he compared the assessment on the
I
I
t - .
F u b j e c t  p r o p e r t y  t o  t h e  a s s e s s m e n t  o n  1 3 0 0  1 9 t h  S t r e e t ,  N . W . ,  a
I
property across the street f rom the subject .  Both Mr.  Harps
I
pnd respondentrs  wi tness Mr.  Appelbaum test i f ied that  the
I
I

F"Orect 
property and 1300 19th Street were very s i rn i lar  and

fould 
be expected to command approximately the same rents.

I

poth the subject  and 1300 19th Street  are zoned SP-2,  and 1300

Fgth 
Street  is  the only  other  of f ice bui ld ing in  th is  v ic in i ty

iuith the same zoni-nq as the subject. There are physical-
I

I'
I



imi lar i t ies in  the two bui ld ings.  The buiJ-d ing is  on ly  two

ears o lder  than the subject ,  but  the subject rs  in fer ior

ocat ion of fsets  th is  fact .  The proper ty  at  13OO 19th Street

as a more advantageous corner. Thus, the window space is

reater making the space more attractj-ve to tenants. The

ubject  is  located on an in ter ior  lo t ,  an in fer ior  pos i t ion.

he subject  conta ins LL3,L75 square feet  o f  net  rentable area,

h i l e  13OO 19 th  S t ree t  con ta ins  118 ,049  square  fee t  o f  ne t

entable area.

per

S

b le

0

i ts

on .

r

the

0

o f

ing

on

the

A S

The subject property was assessed for approximately S1-92

quare foot  o f  net  rentable area,  whi le  1300 19th Street  wa

ssessed at  approx imate ly  $153 per  square foot  o f  net  renta

rea.  Mr.  Harps ind icated that  is  was h is  op in ion that  130

9th Street was a sl ightly more valuable property based on

orner  locat ion,  bet ter  access,  and bet ter  phys ica l  condi t i

ased on the sini larj-t j-es between the two propert ies, both

hould have been assessed at approximately the same rate pe

quare foot .  Mr.  Harps nul t ip l ied the net  rentabl -e area of

ub jec t  by  the  ra te  o f  $153 .05  pe r  squa re  foo t  a t  v , rh i ch  130

9th Street  was assessed.  He found that  egual iz ing the two

roper t iesr  assessments resul - ted in  a va lue for  the subject

17 ,321 - ,433 .  Mr .  Ha rps  conc luded  tha t  t he  equa l i za t j - on

na lys i s  va l i da ted  h i s  marke t  va lue  o f  $ I7 ,200 ,000 .  Assess

he subject  a t  that  va lue would p lace i t  back in  equal izat i

i th  the very s imi lar  proper ty  d i rect ly  across the s t reet .

19.  Mr.  Phi l l ip  Appelbaum, the assessor  responsib le for

ax year 1-987 assessment of the subject property, testi-f ied

10
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respondentrs  wi tness.  Mr.  Appelbaum test i f ied that  1987 was

[he f irst year in which he was so]ely responsi-b1e for

lssessments in the area of the subject property. For tax year

L987,  Mr.  AppeJ-baum assessed about  5OO proper t ies.  He adrn i t ted

:andidly that he made some errors. He also adrnitted that the

ra lue at t r ibuted to  pet i t ionerrs  bui ld ing was h igh or

: xcess i ve .

20.  Mr .  Appe lbaum d id  no t  conduct  an  inspec t ion  o f  the

rper ty .  He r rwa lked by t t .  He was unaware  o f  the  sub jec t rslp roperE.y .  He "wa l -Keo Dy" .  He was unaware  or  cne sub lecc 's

lp f rys ica l  de f ic ienc ies ,  a l though he  s ta ted  tha t  knowledge o f
t l

lp.hese problems woul-d not have al tered his assessment of the
i l
i sub iec t  p rope r t y .
i , i  -

r l

2L.  Mr.  Appelbaum test i f ied that  the capi ta l izat ion of

i income 
approach was the proper and accepted methodology for

fraluing income-producing propert ies. Although he was aware at

[.n" 
t im" he did the assessment in question of the actual i-ncome

hnd expenses repor ted by pet i t ioner ,  he re jected the actual  net

fncome 
repor ted for  the subject  proper ty  and subst i tu ted in  i ts

I

l l a ce  a  ne t  i ncome  o f  $2 ,587 ,699 .

I

I

I

I

|  
, r .  Mr .  Appelbaurn i rnputed an economic rent  o f  $29.00 per

t ^

Fquare foot  to  the net  rentabl -e area of  the subject .  He
I
I .

prr ived at  $29.00 as r reconomj,c  rent r r  as the resul t  o f  a  s tudy

f re 
naa compi led of  th i r teen bui ld ings.  Three proper t ies in  the

ptudy had not f i led income and expense forms. Therefore,
I
f -eas ing in format ion for  those proper t ies was unavai lab le.  In
I

pddi t ion,  one of  the bui ld ings was ent i re ty  occupied by a
I
t 11
I
I

I



o f

face

ingle tenant.  Another had only two tenants and. was 7az

acant- Among other data, the study indicated the range

ents being received in each property,  dt  average of the

nts of the leases on the property, and. rates reflected in

newrr  leases.  The assessorrs  s tudy l is ts  the fo l lowing

ace rates of  r rnewrr  o f f ice reases for  those proper t ies

uch in format ion was avai labfe:

as the

where

$15.  oo
2 4 . 0 6
2 0 .  0 0
3 l . . 6 2
2 4 . 9 2
3 3 . 0 7

f a c e  r a t e  o f  t h e s e  l e a s e s  v t a s  5 2 4 . 1 2 .  T h e

f f  n e w f f  r e n t a l  r a t e s  i s  $ Z s .  a s .  T h e  a s s e s s o r

r ,  t o  a p p l y  a  r a t e  o f  g Z S . O O  t o  t h e  s u b j e c t

t  any sound support ing reasons.

23 .  The assessor  ind i -ca ted  tha t  he  be l_ ieved tha t  a l r  o f  the

r F h o  - : l \ / o r A f i o

verage o f  the

ec ided,  howeve

roperty withou

il
ll
I

i i

ir
tI

lProper t ies in  h is  s tudy,  wi th  the except ion of  the subject  were
' a - a t m r i , / r r - i : l l r r

zoned .  Dy  de f  i n i t i on  thcy  \ , . , e re  no re

l f ldvantageousry located than the subject ,  which is  zoned sp-2.

iYr. Apperbaum made no adjustment to compensate for the fact

ffrrat tne subj ect property was the only sp-zoned property in the

l f tudy.  None of  the bui rd ings in  h is  s tudy were order  than the

lF"u ject .  rn  der iv ing teconomic rent , '  Mr .  Appelbaum made no

l fd justnent  
to  the renta l -  ra tes for  age,  zoning,  phys ica l

l fondi t ion,  locat ion or  access.  He d id not  ad just  the rents  of
t l
l?ny of the other buirdings in his study for such factors as

lfenant 
concessj-ons and rent abatements, better access, better

t l
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I

pguare foot  o f  land area,  whi le  i t  was va lued at  gZSO per

pUuare foot  in  tax years 1985 and 1986.  pet i t ionerrs  exper t

petermined the value of the property as a whole.

I
I
I CONCLUSIONS OF IJAI{

l-
I

I
I

I  Th is  cour t  has jur isd ic t ion over  th is  appear  pursuant  to  D.c.
I
pode  SS 47 -825  and  47 -33o3  (1981) .  The  Super io r  Cour t r s  rev iew
i

br a tax assessment is de novo, which necessitates cornpetent
I
pv idence to  prove the issues.  wyner  v .  Dis t r ic t  o f  co lumbia,
I

F l1  A .2d  59 ,  60  (D .c .  App .  1980 ) .  Pe t i t i one r  bea rs  t he  bu rden
I
pf  p rov ing  tha t  the  assessment  appea led  f rom is  incor rec t .
l -;
B r i s k e r  v .  D i s t r i c t  o f  C o l u n i b i a ,  5 1 O  A . 2 d  I O 3 7  ( D . C .  A p p .

986) .  Pet i t ioner  can rneet  th is  burden by demonstrat ing that

he va luat ion of  the subject  proper ty  was f lawed.  fd .

et i t ioner  has met  that  burd.en in  th is  case.

at he made certain errors in

that  the assessment  was excessive.

income repor ted for  the subject

f igure not supported by the

s ider  adequateJ-y,  or  a t  a l l ,  factors

r t h  i n  D .C .  Code  S  47 -B2o  (a )

t ioner has proven by a preponderance

t imated market  va lue for  the subject

ate for  tax year  L9B7 was wel -1 below

Dist r ic t .  The assessment  made by

987 for  pet i t ionerrs  proper ty  was

l l  
The assessor  conceded th

i l

lbssess ing the proper ty  and
r

i f "  
re j  ected the actual  net

lproper ty  and subst i tu ted a

lFv iaence.  He fa i led to  con
t l
t l

l fear inU 
on values as set  fo

l f  
1e81)  .  Add i t iona l Iy ,  pe t i

l,pf tne evidence that the es

lproperty on the valuation d
t l

l fhe value determined by the
I I

lFhe Dis t r ic t  for  tax year  1
il
l f l awed and j -ncor rec t .

1 5



There are three recognized approaches to value which

ssessors may apply: replacement cost, comparable sales and

ncome method of  va luat ion.  16 DCRR S 108 (b) ,  (9)  DCMR S

07 .5 ;  D is t r i c t  o f  Co lumb ia  v .  Wash ing ton  Shear ton  Corp . ,  499

.2d  109 ,  113  (D .C .  1985) .  The  s ta tu to ry  regu i remen t  t ha t

ppraisers take into account evidence relating to each approach

equires that aII three approaches be considered. Safeway

,  5 2 5  a . 2 d  2 O 7 ,  2 O 9  ( D . C .

I
[saz ; .  one approach may be  used prov ided the  o thers  have been

lponsidered,  and the assessor  has a reasonable basis  for

l pe lec t ing  
one over  the  o ther .  Id .

I
, i  ee t i t ioner 's  exper t  v r i tness  cons idered and re jec ted  two

p.he approaches to value for the subject, the cost approach
I
:he  comparab le  sa les  approach.  The reasons  g iven by  the

uitness for the inapplicabil i ty of these two approaches were

reasonable. Of the three recognized approaches to property

raluation, the income approach j-s the rnost appropriate to be

- t t i l ized in  va lu ing income-producing proper t ies.  1015 15th

. 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 o  v .  D

C o l u r n b i a ,  T a x  D o c k e t  N o .  3 2 6 6 - 8 3 ,  s l i p  o p .  a t  7  ( S u p .  C t .

N o v e m b e r  1 3 ,  1 9 8 4 )  ;  T h e  W a s h i n g t o n  S h e r a t o n  v .  D i s t r i c t  o f
I

I
Fo lunb ia ,  111  Wash .  L .  Rp t r .  1053 ,  1059 -61  (Sup .  C t .  1983 ) .

i tnesses for both respondent and petit ioner agreed that the

api ta l izat ion of  net  income of  the subject  proper ty  was the

roper  method of  est imat ing the subject  proper tyrs  market

a lue.  Pet i t ionerrs  exper t  re l ied upon the income approach to

a lue.  The capi ta l izat ion of  income approach regui res that

tabil ized annual net income (determined by reference to the

o f

and

t 6



ctuar income and expense pattern generated by the property

ver  a number of  years)  be d iv ided by a capi ta l izat ion rate

eflecting the rate the taxpayer must recover annually to pay

he mortgdge, to obtain fair return equity, and to pay real

s tate taxes.  Ro"k c t . "k  p l . r .  -  woodr"r  L td.  p . . t r " r "h io  r .

o f L a ,  4 6 6  A . 2 d  8 5 7  ( D . c .  1 9 8 3 ) .

rn  appra is ing the subject  proper ty ,  pet i t ionerrs  exper t

i tness investigated the actual income and expenses grenerated

r rncome approach. The preponderance of the evicience shows

hat  the fa i r  market  va lue of  the proper ty  oq the va luat ion

a te  was  s r7 ,20o ,ooo  as  de te rm ined  by  pe t i t i one r ' s  expe r t

i t ness .

lFy tne subject  proper ty .  He found them to ref rect  a  s table

fincorne 
pattern at the subject property, and supported by

I
bomparabre market  rents  proper ly  ad justed.  Therefore,  he

re l i ed  on  the  ac tua l s  i n  h i s  ca l cu la t i on  o f  va rue .
I

[ e t i t i one r t s  
expe r t r s  cap i ta l i za t i on  ra te  was  de r i ved  by

fPnronr ia te 
considerat ion of  economic and f inancia l  data.  The

I

fesult was a more conservatj-ve indication of value than the
I

papi tar izat ion rate suggested by respondentrs  wi tness.
I

petit ionerrs expert gave persuasive testimony as to the market
I

i r rarue 
of  the subject  proper ty  ca l -cu lated by the capi ta l izat ion

o

t
t
I
Y
I

I
I

I
I  

fhe 1aw requi res the Mayor  to  assess real  proper ty ,
I

f  
ioent i ry ing separate ly  the va lue of  the land and improvements

fhe reon . ' r  D . c .  code  s  47 -B2L  (a )  ( 1981 ) .  The  Mayo r  i s  aLso
I
Lequi red to  compi le  a prer iminary assessment  ro l - l  ident i fy ing

ach property and specifying certain information rel_ated

L 7



hereto, incruding the value of the land and irnprovements.

. C .  C o d e  S  4 7 - 8 2 3  ( a )  ( 1 ) .  I n  t h i s  j u r i s d i c t i o n ,  t h e s e

rovisions have been interpreted to require that land and

mprovements  thereon be  assessed separa te ly .  1111 -  19 th

,  5 2 1  A . 2 d  2 6 0 ,  2 7 O  ( D . C .  1 9 8 7 )  .

e tax levy each year  is  made upon therr real  proper ty .

ode S 47-811.  The assessed va lue  o f  rea l_  p roper ty  i s

s t imated  marke t  va lue  as  o f  the  va lua t ion  da te .  D.c .

7 -820 (a ) .  r rRea l -  p roper ty , '  i s  de f ined in  the  Code as
I

I
t .pstate ident i f ied accord ing to  1ot  and square together
I
I

L

F- rnp rovemen ts  the reon .  D .  C .  Code  S  47 -B02  (1 )  (1982)  .
I
I

i taxes are imposed on the estimated market varue of the
I
i

i l  D . C .

i-ts

Code S

real

with any

Thus ,

who Ie .

Pet i t ioner rs  exper t  made no  a l loca t ion  be tween the  land and

improvements. He provided an estirnated market val-ue for the

real property together with the improvements. The vaiue as

astabrished by the evidence cannot be rejected soIely because

its proponent did not al locate between land and improvements.

Pet i t ioner  is  requi red to  pay taxes on no more than the

st imated va lue of  the rear  estate together  wi th  any

m p r o v e m e n t s .  D . C .  C o d e  S S  4 7 - g I L t  - B 2 O  ( a ) .  H e  c a n n o t  b e

br iga ted  to  pay  more  s i rnp ly  because he  has  no t  p roposed an

r roca t ion  be tween land an  improvements .  Moreover ,  pe t i t ioner

s not  requi red to  estabr ish the correct  varue of  i ts  proper ty .

r I s Dis t CoIum ,  5 1 0  A . 2 d  a t  1 0 3 9 .  T h e

axpayer is only reguired to show that the assessment is

ncorrect. rd. Not onry did the taxpayer meet that burden, i t

rso estabrished the estimated market varue of the property as

efined by law. Having met that burden, petit ioner should not

1 8



e denied rel ief  because the al l -ocat ion of the total  val-ue

etween l-and and improvements was not shown by its witness.

In  Re Appea ls  o f  Kent  2124 At lan t ic  Avenue,  Inc ,  1 -66  A.2d

7 6 3 ,  7 7 O  ( N . J .  1 9 6 1 ) .

An al locat ion between land and improvements can be calculated

reasonably from other evidence in the record and the actual

stimated market value. An al-Iocation in the same proport ion

f land to total- value as made by the assessor would result in

l and  va lue  o f  $6 ,800 ,000 .  Deduc t i ng  the  l and  va lue  f rom the

; " t  
land and improvements to the whole as proposed by the

I' assessor  i s  re ta ined by  th is  a l loca t ion .  The percentage o f

Iand value to the whole is also within two percentage points of

the rat io  of  land to  to ta l  va lue for  the two pr ior  tax years.

ReIief should not be denied because mathematical precision in

val -uat ion is  not  obta ined.  McCeney v.  Dis t r ic t  o f  Columbia,  97

U . S .  A p p .  D . C .  2 B 2 t  2 8 6  ( 1 9 5 6 ) ;  I n  R e  A p p e a l s  o f  K e n t s  2 1 2 4

l \ t l a n t i c  A v e n u c ,  I n c . ,  1 6 6  A . 2 d  a t  7 6 9 .  T h e r e f o r e ,  a ] l o c a t i o n
I

i v i f f  be  made as  descr ibed.

NJA
It  is  therefore by th is court  the 7 

'  day of  JuIy,  I99O,

ORDERED, that  the assessed value for  the pet i t ionerrs

roperty for tax year 1987 is determined to be as fol lows:

Land  $  6 ,880 ,  ooo
Improvemen ts  10 ,320 ,  OO0
To ta }  Assessmen ts  SL7 ,2OO,ooo

t9



1,. is further

ORDERED, that the petit ioner shall  submit to the Court a

proposed order for an adjustment in the assessment records and

a refund for the overpa)rment of taxes due to the petit j .oner

(and in terest  as a l rowed by law) consis tent  wi th  th is  order .  A

copy of the proposed order shall  be served on respondent. rt

is further

o

r

p

e

o

tha

day

Ord

r u n

o:

he

res

hat
F

RDERED,

/q !!-

ent the

date  ar

het l

f

and/or for

posed Order

parties shal-I appear before the Court on

,  I 9 9 O t  a t  9 : 3 0  a . m . ,  t o

status hear ing,  unJ-ess pr ior  to

has been submi-tted to the Court.

Signed in Chambers

day  o f ,  7 g g o ,  t oopres
ach of

,
, td-

mai led  th i s  / /
the fottowingl--

C h a r l e s  C a m a 1 i e r ,  I I I ,  E s q u i r e
Stan ley  J .  F ineman,  Esqu i re
1 - 6 6 6  K  S t r e e t ,  N . W .
Su i - te  1100
W a s h i n g t o n ,  D . C .  2 0 0 0 6

Nicho las  Maje t t ,  Esqu i re
Assistant Corporat j -on Counsel
1 1 3 3  N o r t h  C a p i t o l  S t r e e t ,  N . E .
R o o m  2 3 8
W a s h i n g t o n ,  D . C .  2 O O O 2

H a r o l d  L .  T h o m a s ,  D i r e c t o r
Depar tment  o f  F inance and Revenue


