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SUPERIOR COLTRT OF THE DTSTRTCT OF COLUMBIA 
@

TAX DrvrsroN I 'iul l@ ;'199C

i . l i , - ;P;=O'O, . i  aJ:-  tHE
DisTRtcT,: , i :  i l f l i  .J iv iBlA

TAX DiVISION
L'ENFANT PT,AZA PROPERTIES, INC.,

E T  A L .  :

Petit ioner

v .

DISTRICT OF COLUMBIA

7
T a x  D o c k e t  N o s .  3 8 0 6 - 8 6

3942-87

I

Respondent

FII{DI}IGS OF F.}iCT/ CONCLUSIO}IS OF U:ii
HEIT.TORAI{DUI{ OPfNIOI.I Al{D JUDGMEI{T

This matter came before the Court for tri-al on

net i t ions for reduct ions of assessrnents property and 1:artral

refunds for excess taxes paid on real property for tax years

1986 and L987 f i led by pet i t ioners and the answer of the

Dis t r i c t  o f  Co1umbia .  The par t ies  f i led  a  S t ipu la t io r r  o ,

I r a c t s  p u r s u a n t  t o  S u p c r .  C t .  T a x  i t u l e  1 1 ( b ) .  U p c n

c o n s i d c r a t i o n  o f  t i r c  p c t i t i o n s ,  a n s v J e r s ,  s t i p u l a t i o n s  o f  L i r -

part ies and the evidence adduced at t r ia l ,  and havi-ng

resolved al l  quest ions of credibi l i ty,  the Court  makes the

fo l low ing :

F ind ings  o f  Fac t

1 .  The sub jec t  p roper ty  i s  loca ted  a t  990 LrEnfan t

P l a z a ,  S . W .  a n d  8 2 5  F r o n t a g e  R o a d ,  S . W . ,  I - o t  6 1 ,  S q u a r e  4 3 5

and Lot LB7, Square 387 in the Distr ict  of  Columbia.

2-  Pet i t ioner ,  L 'Enfan t  P laza  Proper t ies ,  fnc .
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This matter came before the Court  for t r ia l  on

net i t ions f  or reCuct ions of assessrnents property and part ' i  a l

refunds for excess taxes paid on real property for ta>: years

1986 and l -987 f i led  by  pe t i t ioners  and the  answer  o f  the

Dis t r i c t  o f  Co lumbia .  The par t . ies  f i led  a  S t ipu ia t io r r  o -

i ' a c t s  p u r s u a n t  t o  S u p e r .  C t .  T a x  P . u l e  1 1 ( b )  -  U p c n

c o n s i d c r a t i o n  o i  1 - i r c  p c t i t i o n s ,  a n s l J e r s ,  s t i p u l c . i - i c n r  o ;  L : r . ' -

part ies and the evidence adduced at t r ia l ,  and havinq

resolved al l  quest ions of credibi l i ty,  the Court  nakes the

fo l low ing :

F ind ings  o f  Fac t

1 .  The sub jec t  p roper ty  i s  loca ted  a t  990 L ,Enfan t

P l a z a ,  S . W .  a n d  8 2 5  F r o n t a g e  R o a d ,  S . W . ,  I o t  6 1 ,  S q u a r e  4 3 5

and lot  LB7, Square 387 in the Distr ict  of  Columbia.

2 .  Pet i t ioner ,  L 'Enfan t  PLaza Proper t ies ,  Inc .

!



I

I
I

I
I
I

(hereinafter referred to as tr l , 'Enfant Plazatt  )  is the

successor by merg,er,  ds of June 30, 1974 to L'Enfant Plaza

East,  fnc. Both corporat ions are or were incorporated in

and operat ing in the Distr ict  of  Columbia. The pr incipal

off ice of both corporat ions is or was 49O L,Enf_ant Plaza

East ,  S .W. ,  Wash ingr ton ,  D.C.  L '  En fan t  PLaza is  the  owner  o f

the improvements and lessee of the subject land.

3. The pet i t ioner,  Distr ict  of  Columbia Redevel-opment

Land Agency (hereinafter rrRLArr)r  is an independent

qovernment corporation and an instrurnentality of the

Dis t r i c t  o f  Co lumbia  government  as  o f  Ju ly  1 ,  L974 |

incorporated anci operat ing rvi thin t i rc Distr ict  of  Colur ' t rra

for the purpose of replanningr and rebui lding slum, bl ighted,

and other areas pursuant to an Act of Congress ( the Distr ict

of Colunbia Red.evelopneni Act of L945, approveci AuEust 2 r

L946, ds amended).  RLA is the owner of the land described

;- l :ovc. i i l 'u. '  r  - ' - - :  r .c i i : : :  c f  - l ic ' : : -  i  s l - l  :3 ] lo: : th CaoltoI  Street,

N . 8 . ,  W a s h i n g , t o n ,  D . C -

1 .  L ' l : r f a n t  P l a z a  E a s t ,  I n c .  \ . r a s  o b l r g a t e d  u n d e r  i t s

l ease  w i th  RLA da ted  Novernber  24 ,1968 ,  t o  pay  a l l  r ea l

estate taxes assessed against Lot 61 in Square 435 and Lot

LB7 in Square 387 (the "subject propertyt ') .  Under that sane

lease, RLA ag'reed to j  oin as petit ioner in any tax case.

5- Respondent, Distr ict of Columbia is a municipal

corporation, created by the United States Congress, Section

1-101 of the Distr ict of Columbia Code.



6- On or about March 1, 1995, pet i t ioners received a

not ice of assessment dated February 27, 1985 stat ing the

assessment on the subject property for tax year 1986 was

$ 9 8 , 5 3 8 ,  O O O  -

7 -  An appeal to the Board of Equarizat ion- and Review,

Appea l  No.  a6-666,  was t ime ly  f i led  on  Apr i l  L5 :  1985.  The

Board of Equal izat ion and Review, by decision dated May 3L,

1985, i -nformed pet i t ioners of i ts decision to reduce the

a s s e s s m e n t  t o  $ 6 2  , u ^ 6 9  ,  O O O .

B. On or about March 1, 1986, pet i t ioners received. a

not ice  o f  assessnent  da ted  February  26 ,  1986,  s ta t ingr  tha t

t l f o  a S S e . S S n e n t  A n  f h a  . - r - r r - i a c i  n r ^ n ^ r 1 - \ '  { . O f  t a X  y C a _ ) .  _ i t ) i : l  \ . , : : . S

$ 9 3  , 2 3 2  , 4 J . 4  .

9 -  An appeal to the Board of Equal izat ion and Review

for :  t l i e  sub jec t  p roper ty  r , ras  t in . l y  f i l ed  on  Apr i l  15 ,  19E6.

The Board of Equalization and Review, by decision dated May

: : , A ,  i 9 8 6 ,  s u s t ; . i  n e i  i . -  ^  a . : l  3 e s s n , : : r t .

10 .  On or  about  Aug.us t  28 ,  1986,  pe t i t ioners  rece ived

- . - - . : - '  i ' c r - t -  19 .  ;  l i r s t  I {a l f  Ta>:  Er l_ .1 -  fo r  i :he  s r :b - iec t

property, statingi that the subject property vras ar1 crass /,.

11- An appeal of the First Half Tax Bil l  to the Board

of Equalization and Review for the subject property was

tinely f i led on septernber 30, 1986. By letter dated october

14, 1986, the Board informed petit ioners that i t  had no

jur isd ic t ion to  render  a dec is ion on crass i f icat ion-

]-2. The taxes and assessment in controversv for tax
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year 1986 are in the fol lowing amounts:

T o t a l  A s s e s s m e n t :  $ 6 2  1 0 6 9  ,  O 0 O .  O O

Total  Taxes: $  1 ,  O 7 7  , 8 3 3 . 7 2

13. The tax year 1986 taxes in the amount of

$ 1 , , O 7 7 , 8 3 3 . 7 2  w e r e  t i m e l y  p a i d  i n  f u 1 l .  T h e  f i r s t - h a l f

taxes ,  in  the  amount  o f  $538 t9L6.86 ,  were  t ine ly  pa id  on

September 15, 1985, and the second-half  taxes, in the amount

o f  $ 5 3 8 , 9 1 - 6 . 8 6 ,  w e r e  t i m e l y  p a i d  o n  M a r c h  3 I ,  1 9 8 6 .

L4. -The taxes and assessment in controversy for tax

year L987 are in the followinq amounts;

T o t a l  A s s e s s m e n t :  $ 9 3 ,  2 3 2 , 4 1 4 . 0 0

T o t a l  T a x e s : $  1 ,  8 9 2 , 6 i E .  O 0

15. The tax year L9a7 taxes in the amount of

$ 1 , 8 9 2 . 6 1 8 . O O  h a v e  b e e n  p a i d  i n  f u l l -  F i r s t  h a l f  t a x e s ,  i n

t h e  a : : o u n t  o f  $ 9 4 6 , 3 O 9 . O O ,  t , ' e r e  t i m e l y  p a i d  o n  S e p t e m b e r  1 5 ,

1 9 8 6 .  S e c o n d  h a l f  t a x e s ,  i n  t h e  a m o u n t  o f  9 9 4 6 , 3 0 9 . O 0 ,  w e r e

"  - r ; -  l  - : r ^  c ; - i  l i a - c .  . .  1  ,  - ' 9 a 7 .

16 .  The sub jec t  p roper ty  conta ins  91 .  t993 square  fee t

r : l  1a: iC r;- j . th nr: j r ' .a l-) '  f : :ontacte on LtEnfant PLaza, S. i , I  .  The

site is zoned UR. The suf l ject property is improved with a

nu l t l -s to ry ,  m j -xed-use bu i ld ing ,  comple ted  in  1973.  Both

parties agree that the current use of the subject property

is i ts highest and best use.

A7.  The bu i ld ing  conta ins  approx imate ly  L ,Ot7  ,336

square feet of  gross bui lding area. Approxinately 394,778

sguare feet of  the net rentable area is off ice space;



2B,6L5 square  fee t  i s  re ta i l  space i  and 48  t639 sguare  fee t

is storage space. There are also 372 hotel  rooms and a 46a-

car parking giaragie.

18- George B- Altof t  was senior assessor during both

tax years 1986 and 1987 with the Department of I ' inance and

Revenue, Standards and Review Division. ue test i f ied by

ag'reement in place of Mr. Robert  Klugel,  former Chief of

Standards and Review, who had since left employment with the

Distr ict  of  Colurnbia. Whi le Mr- Klugel made the

assessments, Mr. Al tof t  part ic ipated i-n them to some extent.

19 .  The D is t r i c t  used the  mass  appra isa l  techn iQU€,

a f te r  c i i cc i , ing  a l l  th t -ec  appra  : lh l  ;PFr -cac i rcs  to  va l -ua t i -on .

They rel ied heavi ly on the income approach. They were also

concerned w i th  egua l iza t ion .

2A. l , f ter the Board of Equal iza' t - ion and Revjer ' r  reduceo

the tax year 1986 assessment,  Mr. Attof t  requested a

. r , - c ; . e a r i i r E . , , t  - . - h . : ' ;  t :  r - - , '  - r  -  A l t o f t , ' l r ( f r l . 1 e C  a  d , i  f f e r e n t

e s t i m a t e  o f  v a 1 u e .  ( S e e  p e t i t i o n e r ' s  e x h i b i t  1 3 ) -  M r -

; : l . i : r : i :1 . ,  r - ' i - -o  had es i j -matec i  the  t ra l t ' : -  o f  t -he  proper ty  a -u

$ 9 8 , 5 3 8 , 0 0 o ,  a d m i t t e d  t h a t  t h e  r r o v e r s h o t r r  t h e  v a l u e  f o r  1 9 8 6

and that he was prepared to nake a revision after reviewingr

the owners'  incoure and expense forns-1 Instead of using

the  f ig ru res  repor ted  by  the  taxpayers  (5 ' l  ,7  38 '315) ,  he

ad jus ted  the  ne t  opera t ing  income upward  by  $4 ,652,026-  For

lAlthough Mr. Klugel
deposit ion test imony

did not  test i fy ,  por t ions of  h is
were adnitted into evidence.



tax  year  J -9a7,  Mr .  K IugeI  used a  ne t  income o f  $31630 t242

more than reported. Again, h€ made adjustrnents to the

ownerts expenses. WhiIe the taxpayers reported expenses

( i n c l u d i n g  v a c a n c y  l o s s e s )  o f  $ 1 7 , 9 2 6 , 6 3 9 ,  M r .  K l u g e 1  u s e d

o n l y  $ 1 5 , 7 L L , 2 O O .  T h e  f o l l o w i n g  d i f f e r e n c e s  
" 1 : "  

a p p e a r

between the figrures reported by the taxpayer and those

ut i l ized by the assessor in determining value:

Categ:ory Assessor 's  F igures  Taxpaver 's_ f igures

H o t e J -  R e v e n u e  S r . 2 , 5 O O , 0 O O
Food & Beverage

Receipts
Other

6 , 4 O O , O O O
I T O O O r O O O

$ 9 , 5 O O ,  O O O

4  , 8 O O ,  O O O
8 8 O ,  O O O

)

' . : . :  -  '1- i :c t : : . : : : :  . : . r r l : :a isal  ' t -ecl ini-que us,3i  ] : r '  the Distr : ict

to determine the assessnents do not take into account the

individual character ist ics of the subject property.  The

assessors fai led to consider economic trends in the market

place (such as the types and terns of nol:lug:aEcs being

lrritten as of the value date) and the use of ttre subject

property as an investment on r,rhich an investor: r,. 'oul-d expect

a  pos i t i ve  cash f lo r , . ' .  l . c tua l  Ieases  fo r  the  sub jec t

properu j '  ;n i  thc  rcc l  ; r r . ten ' ; ia1  o l -  ' ; i r c  p :c r : : - ' i -1 '  ! , ' . ] -c  nc1-

consj-dered by the assessors. The tax year L9B7 tax bi- l ls

for the subject property did not ref lect any al locat ion,

between class three property (hotels) and class four

property (off ice bui ldings).  The bi l l  indicated that the

sub jec t  was  a l l  c lass  four .

22. Mr. Donald Urquhart  test i f ied as an expert  witness

for pet i t ioner.  Respondent st ipulated to his qual i f icat ions



as an expert rear estate appraiser. His quali f ications are

set  for th  in  pet i t ioner 's  exhib i t  #L4 at  pp.  go-g4.  Mr.

Ryland Mitchel1, rrr testi f ied as an expert real estate

appraj-ser for respondent. Mr. Mithcetl,s quarif ications are

set forth in respondent,s exhibit A fol lowing !1"
concrusions of his report. The quali f ications of each

expert are incorproated herein by reference.

23. In his valuation of the subject property, Mr.

urquhart consj-dered al l  three methods of varuation: the cost

approach, the comparabre sares approach and the income

capi ta l izat ion approach.  He detern ined that  the cost

approach v.ras not applicable because cf i : i tc pro;-:rtyzrs age

and the fact that investors are more interested in the

income strear.r of the property. The r. ' i tness reried most

heavily on the incone approach to value- He oeened" this

approach most rerevant, since it  measures the quarity,

quant i t l r  ; r rn-  . - ' , ' -  ,1 ; i l_ : t . '  o f  th . . ,  p : :onc : : t1r ,s  incc i " , ,e  s t : :ean.

The witness also developed a sares comparison approach to

;est the cc;iclusions rcaci;ed ]:f  iyr. income apl:: :oach to

varue. This method was of r irnited use to t ire expert because

of the absence of true comparables. Adjustments had to be

made for differences between the other properties examined

and the subject- Therefore, the witness used the comparable

sales approach only as support ing evidence for his

conclusions as to value.

24- To begin his varuation by the income approach, I{r.
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Urquhart estimated the fair economic rent for the office

port i -on of the subject property for each year.  He found

suff ic ient data on comparable faci l i t ies to est imate the

fair  economic rent.  The witness stated that the off ice

market was soft during the period question and that owners

had to provide tenant concessions- For 1985, the typical

concession was about 1O?. The witness concluded that the

averaqe fa i r  economic  ren t  fo r  the  o f f i ce  was $22.OO per

sguare foot for the rr facerf  rent.  With tenant concessions,

Mr. Urquhart  concluded the the rreffect iverr market rent ( the

r:cnt o\rrn€F actual ly receives) would be $20 per square. foot

o f  leasab le  o f f i ce  a rea .  T i - re  v . ' i tness  cons id , : : :ed  thc

opportunity for re- leasing unoccupied space at higher rents.

The result ingr unit  rate was close to or at the actual rents

as  o f  January  1 ,  1985 and January  L t  19 i j6 .

25. After a detailed examination of the operating

l i i s tc , : i ' ,  l " i .  i . - l r : ru l - r . : : l t  . l - " : - i vcc-  s tab i - l_ ized  gross  incomes fo r

the subject property based upon rnarket and contract rents-

l - :  t ; ; r l t : r t - :  - t - a t  J - . h -  r - L , r - . , - i I - i Z e d  c r l : O . - - S  i l : : f n t e S ,  S t a b i l : - _ Z e C .

f igures for vacancy and credit 1oss. He concluded that the

stabi l ized ef fect ive g ' ross j -ncomes for  the of f ice por t ion of

the  p rope r t y  were  $BrB1O,5 '15  fo r  t ax  yea r  1986 ,  and

$9 , ' I I 2 ,O0O fo r  t ax  yea r  1 -987  -

26. For income generated by the hotel component, Mr.

Urquhart examined the average daily room rates actually

achieved. The published rates for this hotel ranged from



$80 to $245 per night for double and from gB5 to g13O per

night for s ingle occupancy. However,  the posted rates do

not reflect the average daily room rates which are lower

because of var ious discounts (e.g. group rates, government

rates, two packages, special  week-end rates anq-

complimentary rooms) - The average dairy room rate for the

s u b j e c t  w a s  5 7 9 - 5 6  f o r  1 9 8 2 ;  9 8 8 . 1 1  f o r  t 9 g 3 i  g g 7 . 3 g  f o r

1 9 8 4 ,  a n d  $ 9 0 . 7 1  f o r  1 9 8 5 .  F o r  t a x  y e a r  1 9 8 6 ,  t h e  w i t n e s s

projected that the property would achieve an average daily

room ra te  o f  $9o.oo  based on  the  h is to r icar  da ta .  For  tax

year  L987,  the  v r i tness  pro jec ted  tha t  the  proper ty  wou ld

ach ieve  an  average da i l y  : :a i :e  o f  $96.00  i te r  roo i i l  .  He a . . tso

examined comparabre hoter rentars and determined that the

subject is conpet i t ive with other faci l i t ies. He then

determined a projected occupancy rate based. upon histroical

occupancy leve1s at the subject hoter and in the washington

D.C. narkct.  I i : : .  Ure ul ia. , : r-  coircluied that thc p::ojectcd

occupancy  leve I  fo r  each vear  v rou ld  be  Boz .  Based on  a l r  o f

the  cons ide-a t ic ; - l s ,  l i r .  L ; :qu l i : : t  conc l ,ud , : , i  tha t  the

stabi l ized effect ive grross income of the hotel  port ion is

$ I 5  1 5 2 4 , 7 6 0  f o r  t a x  y e a r  1 9 8 6  a n d  9 1 6  t \ 2 g , 2 5 O  f o r  t a x  y e a r

1987. The est imated room income was derived as fol lows:

N o .  o f  r o o m s  X : 3 6 5  d a y s  X  A v e r a g . e :  g i r o s s  i n c o m e
da i ly before occupancy
room rate rate adjustnent

The witness then applied the occupancy 1evel of BO? to

obtain the estimated gross annual income.



27. Mr. Urquhart then examined the expenses of the

subject property and market expenses for other properties

with which he was famir iar.  rn stabir iz ing the expenses for

the subject property,  Mr. urquhart  took into considerat ion

unique features of the propertyrs operat ion. For example,

the manag,ement of the subject property had been very

effect ive, j -n rnaximizj-nq the base rent for leased space and

in minimizing the vacancy and credit  loss for the property.

Mr. urquhart pointed out that the building had some physical

features that required expenses in a certain range. The

tr i tness exanined evet:v lease and cxpense i tem. He could

f ind no room for a r :educcion in e>:penses - ReaI estate

taxes, which are in dispute, are not '  appropriately

considered in expenses. However,  they are ad.dressed in thc

c a p i t a l i z a t i o n  r a t e -

28. Mr. Urquhart concluded from his analysis that the

stabi l ized op:: :at i i tg '  c-r : '  : t ises for the sul : ject property l roulcl

t o t a l  $ 1 6 , 2 3 L , 7 9 5  f o r  t a x  y e a r  1 9 8 6  a n d  $ L 7 , 2 O 7 , 8 2 5  f o r  t a x

\ :c . ] :  19 . r7 .  T ] ;c  s tab i l i zed  oncra t ing  e>:penses  \ , i c re  then

deducted from the stabi l ized effect ive giross incomes to

y ie rd  a  ne t  opera t ing  incone o f  57 ,639 tToo fo r  tax  year  1986

and  $B  t 562 ,185  f o r  t ax  yea r  1987 .

29. To deterni-ne value for the subject property by the

income capital ization approach, Mr. Urquhart developed an

overarl capitarization rate to be applied to income. This

rate is based on evidence derived from market attitudes and

1 0
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economic indicators by the expert. Mr. Urquhart derived

these rates fron t t re Washington, D.C- market and from

nation-wide publ icat ions which publ ish capital izat ion rates

derived from sa1es. He considered other invesLment

opportunities which compete with the purchase of real

estate, including their  rates of return and r isks. He

analyzed f inancial  indicators and real estate investment

cr i ter ia.  The rate the witness developed took into account

al l  of  such factors. From this examinat ion of nat ional and

Iocal t rends and conpet ing investments, along with his

far,r i l iar i ty vr i th the local market ,  I4r.  Urquhart  concluded

chat  the  cap i ta l i za t i c . , .  r - -a ' - - :  s i r .ou l .c - .  l :e  L2 .A62 fo r  tax  i ' c : , ; :

1986 and 11  .562 fo r  tax  year  a9a '7 .  To  these ra tes ,  he  added

the  b lended tax  ra te  fo r  each tax  year  o f  $1 .95  per  $1OO of

i ,ssessed value, to ) ' i -el- i .  c ' ;otal  capital izat ion rate r , 'h ic ir

he  rounded to  14 .O fo r  tax  year  1986 and 13 .5  fo r  tax  year

, t ' - ' i .

3 0 .  l i r .  U r q u h a r t  c o n c l u d e d  a  v a l u e  o f  $ 5 4 , 6 0 0 , 0 O 0  f o r

' - i  a  . : ; , 1 1 ; . - r . ; ' l - -  - ' : O p C t : ; - \ /  a :  o 1 l  J a n U a : : y  j  
|  1 9 S 5  ( f O f  t a > :  \ r e a f

1986) ,  us ing the income approach-  This  va lue was obta ined

by apply ing h is  to ta l  capi ta l izat ion rate of  14.0 to  the

s tab i - I i zed  ne t  ope ra t i ng  i ncome o f  $7 ,683 ,500 ,  y ie ld ing  a

resu l t  o f  $5416001000 .  Fo r  t ax  yea r  L9B7  (as  o f  t he  January

I ,  1986 va luat ion date) ,  Mr.  Urquhar t  concluded a va l -ue of

$63,400,000 obta ined by apply ing h is  capi ta l izat ion rate of

13 .5  to  the  s tab i l i zed  ne t  ope ra t i ng  i ncome o f  98 ,562 ,185 .
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31. fn support  of  his pr imary approach using income

capital izat ion, Mr. Urquhart  looked for sal-es of propert ies

suff ic ient ly simi lar to the subject to develop a comparable

sales approach to valuing the property.  There were no sales

that could form the basis of a reasonable comparison in

Southvrest. There were no sales of rnixed-use properties

anlrwhere in the Distr ict  of  Columbia- Further,  those sales

of off ice bui ldings and hotels outside the Southwest area

required extensive adjustments because of locat ion- In Mr.

Urquhart 's opinion, the sales did not contradict  the val-ue

of  t i re  sub jec t  p ropcr ty  dcr ived  us ing  thc  income

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

32 .  F ina I Iy ,  in  tes t ing  h is  conc lus ions  o f  va lue  fo r

the subject property,  Mf.  Urquhart  completed cash f low

analyses. Applying the stabi l ized net operat ing incoines hc

had derived for the subject to the real estate taxes and

nortgage requirernents at the then-prevai l ing market rates

for mortg:aqes, MI.  Urquhart  concluded that,  i f  an investor

,--*rcha.:ccl .  L ' :c -" :cner: t--v for ei ther value that he ascr ibed to

i t ,  the  proper ty  wou ld  have a  pos i t i ve  cash f low su f f i c ien t

to render i t  competi t ive in the market place for investors,

do l - la rs .

33. Respondent 's expert  witness, Ryland Mitchel l  t  l l l ,

a lso considered the three tradj- t ional approaches to value:

cost,  income and comparable sales. He did not ut i l ize the

cost approach because the development costs of a stable
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income-producing property such as the subject property does

not ref lect act ions of wi l l ing buyers and wi l l inq sel . lers in

the market. Mr. Mitchell deemed the j-ncome approach to be

most pert inent in developing est imated market value of an

income producing property l ike the subject.  He-agreed that

tlpical purchasers evaluate such properties based on the

qual i ty,  quant i ty and durabi l i ty of  a project income stream.

He also considered the market approach to value. He

contends that he found support for his opi-nion based on

recent sales of of f ice bui ldings and hotels in the area. He

based h is  land va lue  on  comparab le  sa les-

34. I .1r-  l "1i tche1l also revier, . 'ed and analyzed th'e

property 's tr istor ical  income-expense statements and rent

ro1ls chart ingr the leasing experience of the off ice port ion-

The stabi l ized effect ive g:ross incoincs cl .evcloir : i  b j '  bcth

exper ts  fo r  tax  year  1986 were  about  iden t ica l :  $241335,335

in : :  I l r .  I ,T rc r r :he- r t ;  *24  ,750,  o00 fo r  I .1 r -  I . { i t che l l  -  The

dif ference in their  perceived total  net operat ing incomes is

' ,1 - ' , ' : : -  ' - ,  - : : : t i re l . . r  a i t r ibu ta i : l  r  ' - : l  rhe  d i f fe rence in  the

calculation of their respectlve stabil ized operat. ing

expenses- For tax year 1-987, the difference is sl ightly

greater. Mr. Mitchell  determined the effective gross income

to  be  $25 ,7OO,OOO,  and  Mr .  U rquhar t  f ound  i t  t o  be

$26,24L,25O. There is  essent ia l  agreement  between the two

experts on gross effective income.

35. Mr- Mitchell  testi f ied that he examined comnarable
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rentals as well as rents for the subject property and

concluded a projected gross income for the off ice port ion of

$ 9 , 0 O O , O O O  f o r  t a x  y e a r  1 9 8 6  a n d  $ 9 , 8 2 5 , O O O  f o r  t a x  y e a r

L9A7. Mr. t ' t i tchelt  then subtracted. a vacancy factor from

the gross income of f ive percent to arr ive at st_abi l ized

ef fec t i ve  g ross  income o f  $8r55O'OOO for  t t re  tax  year  L986

a n d  $ 9 , 3 3 5 , O 0 O  f o r  t a x  y e a r  L 9 A 7 -

Mr. Mitchel l  considered the property to be rrabove

economy c1ass, but no luxuryrr.  For the hotel  port ion, he

examined comparable rentals and ttre history of the subject

nroner t l ' .  He der ived  an  average da i l y  room ra te  o f  $95.OO

per  roon and appr ied  an  60e;  vacancy .  T i r i s  i s  the  sane

vacancy factor used by Mr. Urquhart .  I ' { r-  Mithcel l 's

projected effect ive giross incomes for the hotel  are

$16,  20O ,000 fo r  ta> :  \ rear  19CG and.  $1-6  ,  355 ,  OOC for  ta : :  i r i l a r -

1987 -

- "6 .  ?n :  i . . - j o -  u - f  f e rence  j n  t -he  expe r t s '

determinations of net operati-nq income for purposes of their

incc,* .3  aprroaches to  va luc i . 'a . :  in  oncrat rng expenses.  I ' f r .

Mitchell ,  reaching: lower f igures for operating expenses,

examined the expenses for other buildings and for the

subject. He assumed that the subject could be operated for

1ess. This conclusion is contrary to experience and the

fact that higher expenses are necessary due to the

building's characterist ics. Approximately one-third of the

building consists of common areas. fts heating and cooling
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systems are ineff icient. rts expenses for uti l i t j_es are

higher due to the building's configuration. Efforts have

been made by the or^,ner and their agrents to operate the

bui ld ing as economical - Iy  as poss ib le ,  consis tent  wi th  the i r

lease obrigations. i t  is unrearist ic to expect that the

expenses for the property wil l  decl ine as proj""t"a Uy

respondent ,s  exper t  wi tness.

37 -  Pet i t ioner 's  exper t  pro jected expenses consis tent

with the property's history- A comparison of thre expenses

used by the two expert 's is shor^m on petit ioner's exhibit

31.  I ' I r ,  Urquhar t rs  pro ject ion of  expenses appear  to  be

.  . ^ :  - , 1 - ^  - i , - .  ^ ^ 1 ^ , , ' ]  -  r - - : * -appr-t . . , j : r i i1:e r l t  carcuta;- t-ng : .ct  . t rcct- . .3.  i , i :  c>:pense f ig 'ui" t  s

used by this witness take into account the actuar experience

of the bui lding and i ts unique character ist ics vrhich bear

upon cost-  lqr.  urquhart 's expense project ions appear to I :e

supported by the evidence, and they should be accepted.

38. I ' i r .  i ' i i tchel. l  cer ivec. t r , , 'c capital i -zat ion rates fcr

the subject property for each varuation date, one for the

of f i , :e  and one for  the hoter .  For  each year ,  he concluded a

capi ta l izat ion rate of  B.0 i  for  t i re  of f ice,  Lo l ;h ich i re

added the rear property tax rate of 2.o3eo to arri-ve at an

overa l l  capi ta l izat ion rate of  10-oe.  For  the hote l

por t ion,  Mr.  Mi tchel l  determined a capi ta l izat ion rate of

r2z,  to  which he added the tax rate of  $1.82 to  arr ive at  an

ove ra l l  r a te  o f  13 .8u .  Fo r  t ax  yea r  1986 ,  y I y .  M i t che l l

divided the net operating, income of the off ice port ion of

1 5



I
;

I

;
I

$ 5 , 9 3 o , o o o  b y  t h e  r a t e  o f  l o t  t o  y i e l d  a n  o f f i c e  v a l u e  f o r

the  sub jec t  p roper ty  rounded to  $59,3OO,oOO.  He then

d iv ided the  ho te l  ne t  opera t i -ngr  income o f  g3 ,897,ooo by  h is

c a p i t a r i z a t i o n  r a t e  o f  1 3 . 8 ?  t o  y i - e I d  a  v a l _ u e  o f  $ 2 8 , 2 3 9 , o o o

rounded- rn the same fashion, he computed off ice and hotel

values for tax year L9a7 with the same capitar izat ion rates.

H is  o f f i ce  ne t  opera t inq  income was g6 ,260,ooo wh ich  y ie lded

a  v a r u e  o f  $ 6 2 , 6 0 0 , 0 0 0 .  T h e  h o t e l  n e t  o p e r a t i n g  i n c o m e  w a s

$ 3 , 6 0 2 , o o o  y i e r d i n q  a  v a l u e  o f  s 2 6 , r o 1 , 4 4 9 .  M r .  M i t c h e l r

also computed the values with a brended capital izat ion rate

r " 'h lch  co i :b ined the  ho te l  and o f f i ce  cap i ta r iza t ion  ra tes  anc

tax  ra tes-  Th is  overa l l  b rended : :a te ,  he  conc luded,  l las

rr-452- He appl ied this rate to the combined net operat ing

i n c o m e s  t o  y i e l d  a  v a l u e  o f  $ B 5 , B 2 5 , O O O  f o r  t a x  y e a r  a g a 6

d r r d .  $ 8 6 ,  i 3 0 , 0 O O  f o r  t - a x  ) r e a r  1 9 8 7 .

39-  For  tax  year  1986,  Mr .  Mi tche l r  chose an  overa l l

c -p i - t : . l i za t i on  ra te  c i  .  u95  (  9 .5 i ; )  f  o r :  a i ; i : l i ca t j , on  co  th :

ent : , re  subject  proper : ty  f rom market  safes data.  I re  s tated

th : i -  f j ve  recen t  sa l . es  o f  o f f i ce  i : u i l d ings  and  i ro te rs  fo r

vrhich the indicated overal l  capital ization raLes ranged froro

-045  (4 -52 )  t o  . o95  (9 . s2 )  i n f l uenced  h i s  ma rke t  o r i en ted

ove ra l l  cap i ta l i za t i on  ra te  o f  . 095  (9 .5? ) .  To  th i s  ove ra r l

cap rate Mr. Mitchell  added a tax rate of .0195 representing

the brending of  g2-o3 per  g loo of  assessed varue for

courmerc iar  rear  estate and g1.82 per  g loo of  assessed varue

for the hotel port ion resurt ing in a total capital i_zation
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ra te  o f  .  L1-45  (  l -1  .  45? )  -

For tax year 19a7, Mr- Mitchel l  der ived his overal l

capital izat ion rate for the enLire property from f ive off ice

bu i ld ing  sa les .  Cons ider ing ,  ho te ls  a  more  r i sky

investnent, the witness developed a higher overa-Il

capitar izat ion rate of 128 with some reference to the

r ini ted data related to hotel  sares. As stated in paragraph

38,  he  used a  combined cap i ta l_ iza t ion  ra te  o f  LL .4SZ.

40- -Mr. Mitchel l  also checked his va]ues with an

internal rate of return anarysis.  The analysis is based

u p o i - ]  s c v c r a r  a - s s u n p t i o n s  o r  s p c c u l a t j . o n s ,  H c  a n a l y z e d  a

f  i vc -1 'car  p ro jec t ion  per iod .  AnonE h is  assurap- - io ; rs  v . ,e r -e  -  ,

compound increase in the net operat ing income of 5? per

year,  stable e>:penses, and a sale at the end of f ive vears

at a substant ial  gain. Mr- I l i tchel l  adnit ted that the

actual net operating income was flat and that expenses had

.peen i r i c 'eas ing .  j le  a - lso  a .d r r i t i cd :  - lha t  . f  an l . -  c ; te

assumpt ion  proved to  be  fa1se,  the  f ina l  concrus j -on  wou ld  be

, _ - - ( _ _ . , . . . . .  - . - ' ^ ' ^ f - h e - ]  e : : : .  h r :  d : d  - - l - , ?  r . , : ' i . - ^ . : i S e , ^ c  j t ,  _ i _ s  o n e

engaged j-n by investors. The calculation is only as

reriabre as the assumptions upon which it  is based. There

appears to be no support for the assumptions made of

increases in projected income and stable operating expenses.

4I. Mr. Mitchell  admitted that, under market

condit ions as of the value dates, his anarysis of both tax

year 1986 and tax year L9B7 would yield a substantial
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negative cash flow after debt service applying his incone

and expense conclusions. The witnesses agiree that wi l l ing

buyers are looking for posi t ive returns on their

investments. Therefore, buyers are not I ikely to invest in

a real estate venture of the magnitude of the gubject with

the expectat ion of the substant ial  negat ive castr  f low that

Mr .  Mi tche l l ' s  p roposed va lues  produce.

42 .  S ince  there  are  some s ign i f i c ian t  d i f fe rences  in

the income and expense figrrres for the two experts which

wi l l  af fect the values f inal ly determined by the two experts,

the  f ig 'u , ' : cs  nus t  be  car :e fu l l y  exarn ined.  For  tax  year  1986,

i . l r .  t l i tc i rel l  reports an effect ive g'ross income of

$16,2OO,OOO for  the  ho te l .  Mr -  Urqut ra r t  repor ts  an  e f fec ted

qross  income o f  $15r524,760.  Thus ,  the  i -ncome repor ted  by

Ur. l ' l i tchel l  is $675,240 mo-r:e than l1r.  Urquira:: t  repcrts for

the hotel portion of the property- While Mr. Mitchell has

overst: . tea t l - r ,  incc. e c.cr i i ' , :d f : -c: :  foci-  al ld l .  : \ -cr-aoes, hr, ,

has understated other re\renue of the hotel  by fai l ing to

: - : r c - i r ' . .  -  - . - - : c j  - .  : , . e : - : ' .  - , '  f : : o n  t e l ' - p l t o n : : , ,  t h c  r e t : i 1  a r e a ,  a n i

other sources. The remaining di f ference in two f igures

projected by the experts may be accounted for in the amount

assigned as incorne from hotel  room revenues. With the

vacancy and col lect ion loss al lowed by Mr. Mitchel l ,  hotel

room revenues are  approx imate ly  $1O,2QO,O0O.  Mr .  Urquhar t

re f lec ts  po ten t i -a l  room revenue a t  $9 ,7761160.  Th is  f igure

is  der ived  f ron  an  average da iJ -y  room ra te  o f  $9O.OO,  wh ich
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is slightly less than the average daily room rate determined

by Mr .  Mi tche l l .  f t  i s  a lso  based on  an  8OZ occupancy

level,  which both witnesses aqreed to be appropriate- The

average daily room rate is ttre amount achieved by the hotel

after deduct ions for var ious discounts which *q:t  be given.

I ! t r .  Urquhart 's project ions appear Lo be appropriate in l ight

of past experience. In view of t t re understatements of

est imated gross annual income for t t re hotel  in certain

categories by Mr. Mitchell and ttre overstatement in the

categories of food and hotel  rooms, thcr Court  cannot accept

I '1 r .  l ' I i t che l l ' s  f  iqures .  on  the  o ther  hand,  the  ev idence

prepcnd.c ra tcs  in  favor  o f  I '1 r .  Urquhar t ' s  f igures  fc r

stabi l ized. income and expenses for the hotel  port ion of the

proper ty  cons idered in  the  va lua t ion  fo r  tax  year  1986.

43. Expense f igures for the hotel  port ion for ta>l year

1986 of the two expert  witnesses is vir tual ly the same. Mr.

; . r t c .  - .  - , ; - - c : : t s  t c t a i  c : : p c n : c s  o i ' ; I I  , 7 / .  l , f  ^ ^ .  ' - ' - r .

U r q u h a r t  p r o j e c t s  e x p e n s e s  o f  $ l - 2 , O 2 7  , 2 O O .  T h e r e  a r e

var- i  a t -c : . , r  ] : . ' ; ' . . . . ' : : - .  thc wi t -nesses i r  cer ta in  cate-oor ies of

expenses. The fact that these sums are almost equivalent

may defeat the uti l i ty of examining l ine by l ine the

differences between the two witnesses. However, i t  should

be noted that Mr. Mitchel- l  shows no categiories for

advert isi-ng and marketing, telephones, and rrotherrr expenses

as reported by the taxpayer and included by petit ioner's

expert. Petit j-oner shows a lower estimated value for i ts
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personal property- A lower return on personal property

results, and a lovrer deduction must be taken frorn income by

the taxpayer.  Mr- Mitchel l  does not i -ncrude a deduct ion for

income derived from the good wi- l l  of  the business. r t  is

appropriate to deduct from the estimate of net -incorne an

al lowance for g,oodwiI l  or business vaIue.

Mr. Urquhartrs f igures are based upon the stabj- l - j_zed

expenses, considerinq the past operat ing history of the

property.-  He arso reviewed sirni lar hotels to determine the

percentages of expenses to revenues. since Mr- urquhart

i n c l u d r - ' c l  a i l  n c c c s s a r y  i t c : r , s  o f  e > : n c n s e s  a n i  f o u n d  s u p p o : : t

f  o r  t i i e  ho le r ' s  e> :per ience f  o r  ex i rcnses  in  the  nar t :c t ,  t l i e

s tab i l i zed  expenses  pro jec ted .  by  pe t i t ioner rs  w i tnesses  are

p e r s u a s i v e .

44. The ef fective giross incone repcrued. b1r ii ls l1.re

experts for the off ice port ion for tax year 1986 are roughry

cqu iva . - '= ; i t .  Pe t i t ioner -  :cp : r l : s  G __er - r , . : i  c - : fec t i v .  q - j : c :s

i n c o n c  i n  i : h c  a m o u n t  o f  $ B , B L O t 5 7 5  a s  o p p o s e d  t o

r e s p : . . i n i : - . . ; / s  c > : p c r t ,  d i  $ 8 ,  5 5 C , 0 0 0 .  i g - i t i  ; l t : r a  c - . f e  : l _ j c - . ,

varj-ations in the l ine i tems comprising the totar f igures.

Althougth the f igrures are close. the estimated gross income

advanced by petit ioner reflects more accurately income

potential based on the history of the property. Therefore,

i t  is accepted as supported by the weight of the evidence-

45. There is a substantial dif ference in the two

expert witnesses with respect to the expenses for the off ice
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portion of the property projected for tax year 1986.

d i - f  f  e rence is  $1r  584 ,595.  No a l lowance is  shovm by

respondent 's  exper t  fo r  leqa1 and account ing  fees  ($2gorooo)

which are reflected for each year for the property- The two

experts di f fer substant ial- ly in the f igrures for payrolr  and

benef i t s .  Mr .  M i tche l l  l i s ts  on ly  g25O,OOO for  payroJ-J . ,

wh i l -e  Mr .  Urquhar t  re f lec ts  $8OO,OOO for  payro l l  and

benef i ts.  Respond.ent 's f igure is inexpl icable, consid.er ing

the substant iar fees reported on t tre f inanci-ar information

forms provided the giovernnent for payroll and payrorl taxes

( i n c l u d i n g  f r i n g e  b e n e f i t s ) .  S e c u r i t y  c o s t s  f o r  t h i s

i l r :opcrcy'  ai) i lcal :  ' -o l , : .  i 'c  escal.r tcci  .  l l . . : i -<_ :-chc iess ,  l . ' , r .

I f i tchel l - 's projecLion is substant ial ly below the reported

stabi l ized expenses for securi ty for the off ice port ion as

shown by l1r.  Uquaharc. i . l r .  Ursuh.art .s e>iDenses in this

category are supported by the evidence of record. Expenses

fc r :  u t i l i t i es  a re  L ' .nd i : rs ta ted  by  $250,00o l : ) '  Mr .  I ' I i t che1 l .

I t { r .  M i tche l l  has  fa i led  to  inc lude cer ta in  i tems o f

c ) : p e n s e s .  l t  a l s o  a p p e a r s  t h a t  t h e  e x p e n s e s  v r h i c h  I i I r .

I ' l i tchelr i .erived from other sources are nct reflective cf

the actual- experience in this property. petit ioner,s have

attempted to effect economics in the building. In many of

the expense categiories, i t  not be feasible to reduce

expenses beyond their present levels. Accordingly, the

court accepts the expense projections for the off ice port ion

of the property as reflected by Mr. Urquhart for tax year

The
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f igures  is  on ly  $872,92A.  Mr .  Urquhar t  es l imates  the

greater gross annuar income for ttre property. However, he

takes a vacancy loss of 7? whi le Mr- Mitchel l  projects a

vacancy ross of 52. The off ice market shows vacancy rates

overal l  of  between I  and 12?- As of the date o-f  the

appraisal  of  this property i t  was 818 occupied. The irnpact

of an over-buirding of of f ice space during this period of

t i rne must be consj-dered. Having taken that into account,

Mr. Urquhdrt  projects a larger vacancy 1oss than does Mr.

Mitchel l -  Mr. Urquhart 's conclusions appear to be

j  u s t r f  i c C .  T h e r e f  o r : c  ,  l i r .  U r q u h a r L ,  s  s u c g , c s t  v a c a n . v  l o s s

and income f igures for the off icc ;- icr t ion of t i re bui ldinq -r-n

connect ion with est imating market value for tax year rgBT

are supported by the evidence and should be accepted.

4a. trst imated o>:penses given by the 1-u'o experts for:

the off ice port ion of the bui lding are quite di f ferent ( for

i a > : 1 ' e a r  L 9 B 7  v a l . - a t i o n ) -  i " i , - - .  L T _ _ .  , - : . : _ - t  I l : c J c c t s  t t , 3 7 , , : . , 9 2 . ' ' , .

n h i l e  I , 1 r .  I i i t c h e l l  p r o j e c t s  g 3 , 0 7 5 ,  o 0 c .  A g a i n  l . f r .  I ' i i t c h e f  1

and accounting services which have been necessary in the

expense history for this property- Although trash removar

is an item which should be included, i t  does not appear in

Mr.  Mi tche1l ,s  expense pro ject ions.  There are some

categrories for which Mr. Mitcherr has higher expense f igures

than Mr. Urquhart. Hovrever, there are substantial

understatements of expenses for certain items, among which

ii
r l

il
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are ut i l i t ies, payrol1, c leaningr,  and securi ty.  Mr.

Urguhart 's est imate of stabi l ized expenses is persuasive as

i t  includes aI1 expenses necessary for the hotel  and more

accurate project ions based on past experience.

Op in ion  and Conc lus ions  o f  Law -_

Peti t ioner 's are ent i t led to a tr ia l  de novo in

appeal inq from a real property tax assessment.  Wvner v.

D i s t r i c t  o f  C o l u m b i a ,  4 1 - I  A . 2 d  5 9 ,  6 0  ( D . C .  1 9 8 0 ) .

Petitioners have the burden of proving that ttre assessments

appealed from are incorrect. Brisker v. Distr ict of

Co lunb ia ,  510  A .2d  ' tO3 '7 ,  1039  (D -C .  1986 ) .  Pe t i t i one rs  can

rneet this burden of proof by showing t ira-u the Distr i-ct 's

valuations for the tax years in question were f lawed. _Id.

Taxpayers are not required to establish the correct value of

the property to neet the burden of proof- They need only

show the incorrectness of t tre Distr ictrs assessment- Id.

i let i t icners havc nct l-he bur:den of n::oof in this case.

The Dis t r ic t 's  assessor  adni t ted that  he r rovershotr t  the

va l . r :^ ,  fcr  1-a: :  . - - ,a l :  _ l  98f , "  _ 'n  assessing-  ' ,1 , - :  sr :b ject  pr :oper1_r '

for the two tax years in question, the assessors <i id not

take into account specif ic factors set forth in the statute

which bear upon the value of the property. They did not

consider adequately available f inancial information about

the subject. They determined that the property,s expenses

were excessive without considering the actual

characterist ics of the building which necessitated greater
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expenses for the subject.  Thus, the assessors,

determinat ions were f lawed-

Pet i t ioners also demonstrated at t r i .a]  that the

estimated market val-ue of the property as of each tax year

was substant ial ly less than the amount proposed_by the

Distr ict  of  columbia. The inordinately high assessments

mad.e by the District for each year were werl beyond the

val-ue of the property.  Even the Distr ict 's owrr expert  would

not support  the value or iginarry proposed by the Distr ict

fo r  tax  year  1987 in  the  amount  $93,232t4L4 and fo r  tax  year

1 9 8 6  o f  $ 9 B r 5 3 8 , 0 O 0 .  F o r  J - 9 5 i ,  j t  i s  r e s p o n d e n t r s  e x p e r t / s

o p i n i o n  t h a t  t h e  n a r k e t  v a l u e  r . r a s  $ B 5 , o o o , o o o .  F o r  t a x  y e a l :

1 9 8 6 ,  h e  e s t i m a t e d  v a l u e  a t  $ B 3 , O O O , O O O .

Real Property taxes are based upon the est imated value

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

preceding the tax year. Estimated market value is defined

The term rrestimateci market valuetr means
lCO per  centun of  the most  probable
i-r: ice at v. ' ]r j .cir a nar:t icular pic:,:- oj
rca l  proper ty ,  i f  exposeC for  sa le in
the open market with a reasonable t ime
for the seller to f ind a purchaser,
would be expected to transfer under
prevail ing market condit ions between
parties who have knowledge of the uses
to rvhi-ch the property may be put, both
seeking to maxiroize their gains and
neither being in a posit ion to take
advantage of the exigencies of the
other-

D-c-  code s47-Bo2(4) (1981) .  To  de termine the  es t imated

market value of a property, the District must take into

2 5
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account any factor that may have a bearing on that subject,

j-ncluding but not el imj-nated to sales information on similar

propert ies, mortgages or f inancial considerations,

production costs less accrued depreciatj-on, condit ion,

income earning potential,  zoni-ng and qovernment,_

res t r i c t i ons .  D .C-  Code  547 -820(a )  (1981)  -  T t re  assesso r  may

apply one or more of three recogrnized approaches to value:

replacement cost, comparable sale and income approach.

Distr ict  of  Columbia v.  Washinqton Sheraton Corporat ion |  499

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

va l -ue  ccns iCer  - r i re  fac to rs  nandated  by  s ta tu te .  Safe \ . . 'aY

S t o r e s .  I n c .  v .  D i s t r i c t  o f  C o l u r , r b i a ,  5 2 5  A . 2 d  2 O ' 1  ,  2 O 9

( D . C -  1 9 8 7 ) .  A l t h o u g h  a s s e s s o r s  m u s t  c o n s i d e r  a l l  t h r e e

approaches to value, the assessor nay rely upon one

approach, provided the others have been considered and there

is a reasonable basis for select ing one over the other.  Id.

l lo th  exper t  r . - i tncsscs  i r r  th ' r  case ccns j -c l : :e i .  a l l  t -h rce

of  the  recogn ized approaches to  r ra lue .  Both  w i tnesses

- , . , - . - ^ ; - *  . , - i : . : - . - , ' . : - '  r . . . - l -  . ' " ,  - t - . -  - ^ . ,  - '  - - : . : : - ' . : ] : .  T l : , t : .  : ' - ' _ - - f l - . : h .  - : .

deemed most appropriate in valuing incone-producing

propert ies. Each witness used the comparable sales approach

to check and test the values arrived at bv the income

approach.

fn spite of the similarj-t ies in most of the methodology

of the two experts, a wide disparity in the estimates of

market value resulted. The major reason for the differences
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between the two experts' opinions results from ttre

conclusions reached for net operat ing income and

capital izat ion rates. Under suctr  c ircumstances, the Court

rnust consider and weigrh the respect ive qual i f icat ions of the

experts,  the logic of the reasons provided in qupport  of

their  respect ive opinions and the evidence which opposes or

supports their  opinions, to determine the facts- Both

experts are wel l  qual i f ied; therefore, resolut ion of their

conf l ict ing opinions cannot be based solely on their

qual i f icat ions. Havingi considered the rat ionale for their

conclusions and the evidence in favor- of  or contrary to

the i r  op in ions ,  fo r  the  reasons  s ta ted  in  the  fo rego ing

f indings of fact,  the Court  f inds the rat ional-e and the

conclusions reached by pet i t ioner 's expert  to be persuasive

as Lo the value of the property on the valuation Cate for

each tax year.  See Distr ict  of  Columbia v.  Washincrton

S h e r a t o n  C o r p . ,  t i 9 9  A . 2 o  a t  1 1 2 .  J . c c c r i i n g } 1 - ,  : i r c  , - t p - i n ' l s '

of Mr. Urquhart have been accepted.

Srnal - lv ,  n : t i - t - ioncr :s  rc-u:s t  t i :a t -  i  l : :  D j -s t r jc l -  he

required to modify i ts records to reflect that the subject.

property was part class 3 and part c1ass 4 during tax year

L9B7 and to make an al location accordinqly- The Distr ict is

required to apport ion into appropriate classes real property

fa l l ing wi th in  more t t ran one c lass-  D-C- Code 547-

813( f ) (1 ) (1981) .  The  Mayor  mus t  dev i se  a  means  o f  rnak ing

the  appo r t i onmen t .  D . c .  Code  547 -813 ( f ) ( 2 ) (19s1 ) .  Fo r  t ax

2 7



year  1986,  the  tax  b i r l  re f lec ts  the  appor t ionnent  a t  38 .6ou

a s  c r a s s  3  a n d  6 r - 4 0 2  a t  c l a s s  4 .  F o r  t a x  y e a r  L g B r ,  o n r y

the tax rate for c lass 4 was shovm. Therefore, the record.s

of the Distr ict  for tax year r9B7 must be changed- The

rates to be charged for tax year L9a7 shourd be- determined

in accordance with the prior apportionment.

For the foregoingi reasons, i t  is by the Court
t t

t  ^ v

rn rs  /  U  
- -Aay  o f  Ju1y ,  I99O,

ORDERED, ADJIIDGED and DECREED as follows:

1- That the est imated market value of the subject real

D r : o n e r t y  v " a s  $ 5 4 , 6 0 0 , o o 0  f o r  t a x  y e a r  1 9 8 6  o f  w h i c h

$ 2 7  t 6 O O , C O O  i s  a l l - o c a b l e  t o  t h e  l a n d ,  a n d  $ 2 7 , O O O / 0 O O  i s

al focable to the improvements.

2. That the est imated market value for

real nrooerty for the valuat ion date for tax

$ 6 3  , 4 O O , 0 O O  o f  w h i c h  $ 2 7  , 6 0 0 , 0 O O  i s  a l l o c a b l e

i - . , , : ^  $ 3 5 , 3 C 0 , C O O ,  t o  t h e  i n : r o v c l . , - : t - -

3.  The assessment  record carc is  for  the proper ty

i . i : : - rn l -a iner i  b) '  the D:st r ic t  o f  cofunbia shal l  be adjus* ,ed to

reflect the varues determi-ned by the court in this order.

4- rf respondents have not already done so, i t  sharl

nodify i ts records to refrect that the subject property was

par t  c lass 3 and par t  c lass 4 dur ing tax year  1987,  and an

a l l oca t i on  sha l I  be  made  w i th  38 .60z  to  c rass  3  and  6 r -40z

to class 4- Taxes shalI be assessed for tax year rgBT at

rates indicated for each class.

the  sub jec t

year  1987 was

to the land,

I
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5- Respondent sha11 refund to pet i t ioners any excess

taxes col lected for tax years 1986 and 1987 result ingr from

assessed values used as the basis for such taxes which are

in excess of those determined by this Order.

6- Pet i t ioners shal l  subrni t  to the court ,a proposed

order setting forth the amount of the refund due with a

provi-sion for interest to be paid according to raw. (A copy

of the proposed ord.er shall be served on the corporation

Counsel )  . -

7 - The case is set for a status hearing on the
i l

,11 : "ay  o f  Jury ,  1990,  ? t  9 :30  a .m.  be fore  Judqre  wagner ,

unless the proposed. order required hereunder (  as to r .rhich

there is no object ion) is submitted pr ior to that date.

a"^,^t / r I
l t .Lt'(Ze- (.P'1{tni

copies mai  fed th is  / /e O a f r  C . - . - r l - . r _ - -

JT ,U  D  G
Signed Tn Chambers

|  9 4 ,  t o  e a c h  o f  t l : :
f  o l lo i r ing :

Gi lber t  Hahn ,  J r .  ,  Esqu i re
-Tlanj a Castr:o.  Esc.r_'_i  r , :
a l i l I - e  : r  , r  i i a r l r ,  ,  r -  .  C .

S u i t e  1 1 O O
1 1 5 5  1 5 t h  S t r e e t ,  N . W -
W a s h i n g t o n ,  D . C .  2 0 0 0 5

Ju l ia  Say les ,  Esqu i re
Assistant Corporat ion Counsel,  DC
Chief Finance Sect ion
1 1 3 3  N o r t h  C a p i t o l  S t r e e t ,  N . E .
Room 238
W a s h i n g t o n ,  D . C .  2 O O O 1

Haro ld  L .  Thomas,  D i rec to r
Depar tment  o f  F inance and Revenue

r/r /2t
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Btgtrirt of ({uluitrhiu

Onurt nf Appruln 0lSIAidT 0f C&url-err
C0i i l i l  L . l i  Ar ' f  i l ,  '

FILED *ui 3 , ls

*"ae*Efrf'6*
O R D E R

WHEREAS, the Chief Judge of the Superior Court  has
presented  a  cer t i f i ca te  o f  necess i ty  pursuant  to  D.c .  Code S 1 f -
908 (b )  (198L)  ind ica t ing  a  necess i ty  ex is ts  requ i r ing  the
designat ion and temporary assignment of the HonorabLe Annice M.
Wagner, Associ i te Judge of this Court ,  to serve on the Superior
Court i

NOW, THEREFORE,  I ,  Jud i th  W.  Rogers ,  Ch ie f  Judge o f  the
Dis t r i c t  o f  Co lumbia  Cour t  o f  Appea ls ,  pursuant  to  the  prov is j -ons
o f  D . C .  C o d e  S  1 1 - 7 0 7  ( b )  ( 1 9 8 1 ) ,  d o  h e r e b y  d e s i g n a t e  a n d  a s s i g n
the Honorable Annice M. Wagner, Associate Judge of the Distr ict
of  Columbia Court  of  Appeals,  to serve temporari ly as a judge of
the Superior Court  of  the Distr ict  of  Columbia for the purpose of
entry of judgments and orders on or before July 31-,  l -99O, in the
f o l l o w i n g  p e n d i n g ' p r o c e e d i n g s ,  T a x  D o c k e t  N o s .  3 7 5 4 - 8 6  a n d  3 9 3 3 -
87 , Trilon Plaza Co. et aL u. Dktrict of Colutnbia, and Tax Docket No.
3872-a7 , Williatn B. Wotf, Sr. u. Dktict of Colum.bia.

BY THE COURT:

JUDITH W. ROGENS
Chie f  Judge



SUPERTOR COURT OF THE DTSTRTCT OF COLTN,IFIA

CERTIFICATE OF NECESSITY

It  appearing that the business of the Court  makes i t
necessary  fo r .  the  e f f i c ien t  admin is t ra t ion  o f  jus t i ce  tha t  the
Honorable Annice M. Wagner enter orders and judgrments on or
be fore  Ju ly  31 ,  1990,  in  the  fo l low ing  pend ing  proceed ings  in
this Court ,  Tax Docket Nos. 3754-86 and 3933-87, Ti lon Plaza Co. et
al. u. District of Columbia, and Tax Docket No. 3872-87, Williatn B. Wotf,
Sr.  u.  Distr ict  of  Columbia, i t  is this 30th day of July,  1990, cert i f ied
p u r s u a n t  t o  D . C .  C o d e  S  1 1 - 9 0 8  ( b )  ( 1 9 8 1 - ) ,  t h a t  t h e r e  i s  a  n e e d
for the temporary assignment of the Honorable Annice M. l . Iagner,
Associate Judge of the Distr ict  of  Columbia Court  of  Appeals to
serve as a judge of the Superior Court  of  the Distr ict  of
Columbia for the administration of jusl ice in the above-mentioned
ac t i ons .

't


