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Th i s  ma t t e r  came  be fo re  t he  Cou r t  upon  a  pe t i t i on  f o r

pa r t i a l  r e fund  o f  r ea l  p rope r t y  t axes  f o r  Tax  Yea r  1986

f  i l ed  by  the  genera l  pa r tne rs  o f  I t I i dC i t y  f nves tmen t

Company ,  d  l im i ted  pa r tne rsh ip ,  and  the  answer  o f  t he

D is t r i c t  o f  Co lumb ia .  Based  upon  the  ev idence  adduced  a t

t r i a l ,  and  hav ing  reso l ved  a l l  gues t i ons  o f  c red ib i l i t y ,

t he  Cou r t  makes  t he  f o l l ow ing :

F ind ings  o f  Fac t

1 .  Pe t i t i one rs  a re  t he  gene ra l -  pa r t ne rs  o f  a  l - im i t ed

pa r tne rsh ip  known  as  M idC i t y  f nves tmen t  Company .  A t  a1 l -

t imes  re l -evan t  he re toT  they  owned  rea l -  p rope r t y  i n  t he

D is t r i c t  o f  Co lumb ia  desc r i bed  as  Lo t s  2  and  3  i n  Squa re

L64  imp roved  by  t he  p rem ises  known  as  1001  Connec t i cu t

Avenue ,  I { .W .  The  o f  f  i ce  bu i l d  i ng  i s  l oca ted  a t  t he  co rne r

o f  Connec t i cu t  Avenue  and  K  S t ree t ,  I { .W .  above  t he  Fa r ragu t

No r th  me t ro  s ta t i on .  f t  cons i s t s  o f  twe l ve  f l oo rs .  The

top  f l oo r ,  wh i ch  i s  r ecessed  somewha t ,  ho lds  t he  a i r
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cond i t i on ing  and  eng inee r ' s  o f f i ce .  The  bu i l d i ng  was

cons t ruc ted  abou t  1953 .  Acco rd ing  t o  i t s  owne rs ,  i t  has

neve r  been  renova ted .

2 .  Fo r  t ax  yea r  1985  t he  D i s t r i c t r s  p roposed

assessmen t  was  $14 r620  1500 ,  w i t h  $91149 r400  a t t r i bu tab le  t o

the  l and  and  $5 ,4711100  a t t r i bu tab le  t o  t he  bu i l d i ng .  The

Board  o f  Equa l i za t i on  and  Rev iew  reduced  the  1985

assessmen t  t o  a  t o ta l  o f  $13 r53g t022 ,  ma in ta i n i ng  t he  l and

va lue  as  o r i g i na l l y  p roposed ,  bu t  r educ ing  t he  va lue  o f  t he

bu i l d i ng  t o  $4 ,3891622 .  The  dec i s i on  o f  t he  Boa rd  f o r  t ax

yea r  1985  was  no t  appea led .  Fo r  t ax  yea r  1986 ,  t he

D is t r  i c t  o f  Co l -umb ia  i ssued  an  assessmen t  f  o r  t he  p rope r t y

i n  amoun ts  i den t i ca l  t o  t hose  o r i g i na l l y  p roposed  f o r  t ax

yea r  1985 .  Pe t i t i one rs  appea led  t o  t he  Boa rd  o f

Equa l i za t i on  and  Rev iew .  The  Board  sus ta ined  the  p roposa l .

Pe t i t i one rs  pa id  the  tax  and  t imeJ -y  f i l - ed  th i s  appea l

con tes t i ng  t he  Boa rd ' s  dec i s i on .

3 .  T h e  a s s e s s m e n t  f o r  1 9 8 5  w a s  m a d e  b y  R o b e r t  L .

K l u g e l ,  t h e  C h i e f  o f  t h e  S t a n d a r d s  a n d  R e v i e w  S e c t i o n  o f

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

T r o y  D a v i s  w a s  t h e  c o r n m e r c i a l  a s s e s s o r  f o r  t a x  y e a r  1 9 8 6 .  T o

a r r i v e  a t  t h e  p r o p o s e d  a s s e s s m e n t  f o r  t a x  y e a r  1 9 8 6  ,  l 4 r .

D a v i s  u s e d  a  m a s s  a p p r a i s a l -  a p p r o a c h  w h i c h  i s  u s e d  b y  t h e

a s s e s s o r ' s  o f f i c e .  f n  s o  d o i n g ,  h e  c o n s i d e r e d  a t  l e a s t  t w o

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

c o m p a r a b l e  s a l e s  .  T l - r e  t h  j - r d  a p p r o a c h  t o  v a l u e  ,  r e p l a c e m e n t

c o s t ,  i s  n o t  u s e f u l  i n  a s c e r t a i n i n g  t h e  v a l u e  o f  t h e  l a n d
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componen t  acco rd  i ng  t o  t he  assesso r .  The re fo re ,  t he

assesso r  d i d  no t  r e l y  upon  i t . .  The  assesso r  r e l - i ed  mos t

heav i l y  upon  va lua t i on  by  sa les  compar i sons .  To  es t ima te

the  l and  va lue  the  assesso r  cons ide red  recen t  sa les  o f  l and

in  t he  a rea  o f  Connec t i cu t  Avenue ,  wes t  o f  15 th  S t ree t ,

N .V [ .  
"  

wh i ch  i s  c l ose  t o  pe t i t i one rs  I  p rope r t y .  The

p rope r t i es  r ev i ewed  by  t he  assesso r  a re  l i s t ed  on  t he

pe t i t i one r ' s  exh ib i t  #3 .  The  sa les  mos t  con rpa rab le  t o

the  sub jec t  i nc l ude  I L24  Connec t i cu t  Avenue ,  N .W.  and  t he

1o t  a t  Connec t i cu t  &  M  S t ree t ,  N .W.  (Lo t  100  i n  Squa re

: . - 62 ) .  O f  t he  rema in i ng  sa les  on  t he  exh ib i t ,  t he

assesso r  a l so  found  those  made  in  1984  to  be  rnos t

comparab le  t o  t he  sub jec t .  The  p r i ces  f o r  t he  p rope r t i es

ranged  f r om $422 .63  t o  $1194 ,40  pe r  squa re  f oo t  o f  l and

a rea .  Pe t i t one rs r  p rope r t y  was  va lued  a t  $690  pe r  squa re

foo t  o f  l and  a rea .  Fu r t he r  compar i sons  we re  made  by  t he

assesso r  be tween  the  sub jec t  p rope r t i es  and  the  comparab le

sa les  f i gu re  on  t he  bas i s  o f  p r i ce  pe r  po in t  o f  f l oo r  a rea

ra t i o  ( ! 'AR)  .  The  es t ima ted  va lue  o f  t he  sub jec t  p rope r t y

a t  $69 .0O , /FAR i s  a  conse rva t i ve  es t ima te  i n  cou rpa r i son  t o

those  rev i ewed  by  t he  app ra  i se r  "  The  assesso r  r s  es t ima te

o f  va lue  t ook  i n to  accoun t  d i f f e rences  i n  t he  l oca t i on ,

s i ze ,  con f i gu ra t . i on  anc ' l  o t he r  cha rac te r i s t i c s  wh i ch  make

one  p rope r t y  mo re  va l - uab1e  t han  ano t i i e r .  A l - 1  p rope r t y

owners  i n  t i r e  sc j r i a re  a r .e  s  i r n i l  a r l y  assessec l  e : t cep t  f o r

d  r f  f  e rences  c l  i c taLed  ! - : y  such  f  ea tu res  .  The  sub  j ec t

p rope r t y  i s  a t  one  o f  t he  bes t  couuner -c  i - a r l -  l oca t  i ons  i n  t he
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c i t y .  The  es t ima te  deve loped  f o r  t he  l and  by  compar i sons

o f  sa les  i s  we I I  suppo r ted .

4 .  I n  es t ima t i ng  t he  va lue  o f  t he  bu i l d i ng ,  t he

assesso r  used  the  con rpa rab le  sa l -es  app roach  a long  w i th  the

income  app roach .  He  ana l yzed  bu i l d i ng  sa les  wes t  o f  15 th

S t ree t .  Among  t hese  we re  L250  Connec t i cu t  Avenue ,  1000

16 th  S t ree t ,  N .W.  and  1625  K  S t ree t ,  N .W.  L i ke  t he  sub jec t

p rope r t y ,  each  o f  t hese  p rope r t i es  a re  o l - de r  bu i l d  i ngs .  The

Connec t i cu t  Avenue  p rope r t y  so ld  f o r  $156 .82  pe r  squa re

foo t  o f  f i n i shed  a rea ;  t he  S i x teen th  S t ree t  p rope r t y ,  f o r

$75 .45  pe r  squa re  f oo t  o f  f i n i shed  a rea ;  and  t he  K  S t ree t

p rope r t y ,  f o r  $107 .48  pe r  squa re  f oo t  o f  f i n i shed  a rea .

The  va lue  o f  t he  sub jec t  p rope r t y  was  es t ima ted  by  the

assesso r  a t  $93 .53  pe r  squa re  f oo t  o f  f i n i shed  a rea .  Th i s

f i gu re  rep resen ts  a  r easonab le  and  conse rva t i ve  es t ima te  o f

va lue  i n  v iew  o f  o the r  sa l -es  and  upon  rev iew  o f  t he

ind i ca ted  va lue  ob ta ined  by  the  i ncome cap i ta l i za t i on

app roach .

5 .  T h e  a s s e s s o r  o b t a i n e d  f r o m  M r .  K l u g e l ,  a n

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

T h i s  n u m b e r  w a s  $ 1  , 7 9 7  r 5 8 8 .  M , r  .  K t u g e I  o b t a i n e d  t h e  f  i g u r e

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

s u b j e c t  p r o p e r t y  f o r  1 9 8 3 ,  a n d  e a r l i e r  y e a r s  a n d  t t r e

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

c i t y .  I { r .  D a v i s  c o n f e r r e d  w i t h  M r .  K I u g e l  b e f o r e  a c c e p t i n g

t h e  f  i g u r e  .  A f  t e r  g o  i n g  o v e r  t h e  d a t a  w i t h  I , 1 r  .  K i u g e l  ,  h e

a g r e e d  w i t h  t h e  f i g u r e  i n d i c a t e d  b y  t h e  c h i e f  o f  s t a n d a r d s

a n d  R e v i e w .  I v l r .  D a v i s  h a d  a l s o  e x a m i n e d  t h e  i n c o m e  f o r  t h e



l l

sub jec t  p rope r t y  f o r  a t  l - eas t  two  yea rs  and  marke t  da ta  fo r

o the r  i ncome  p roduc ing  p rope r t i es  i n  t he  c i t y .  M r .  Dav i s

and  l ' 1 r .  K1uge l  a l so  rev i ewed  equa l i za t i on  cha r t s .  F1 r .

Dav i s  cap i t a l i zed  t h i s  i ncome  f i gu re  and  ob ta i ned  an

es t ima ted  i nd i ca ted  va lue  o f  $14 ,620 r500 .  A l t hough  t h i s

income approach  to  va l -ue  was  g i ven  we igh t  by  t t re  assesso r ,

he  d id  no t  g i ve  i t  more  we igh t  t han  the  comparab le  sa les

approach  .  Cons  i de r  i ng  bo th  app roaches  to  va l -ue  r  t he  resu l - t

was  j us t i f i ed .  Mr .  Dav i s  acknow ledged  and  re j ec ted  t he

rep lacemen t  cos t  app roach  because  o f  t he  age  o f  t he

bu  i 1d  i ng  and  the  va r  i ab l -es  i nvo l ved  .

6 .  To  ob ta i n  t he  es t ima ted  va lue  t o  be  ass igned  t o

the  bu i l d i ng ,  t he  va lue  was  sub t rac ted  f r om the  t o ta l

f i gu re .  Th i s  i s  known  as  t he  "bu i1d ing  res i dua l "  me thod ,

wh i ch  i s  a  s tanda rd  t echn ique  used  by  t he  assesso rs .  Mr .

Dav is  fo l l owed  s tandard  assessemen t  t echn iques  i n  h i s

anay l s  i s  .

7 .  The  Ch ie f  o f  t he  S tanda rds  and  Rev iew  Sec t i on

mon i t o r s  t he  wo rk  o f  t he  assesso rs ,  cons ide rs  t he i r  va r i ous

p roposa l s  and  a t t emp ts  t o  assu re  equa l i za t i on  by  sp read ing

the  tax  bu rden  among  the  p rope r t y  owners .  I n  accomp l i sh ing

th i s  wo rk  i t  i s  some t imes  necessa ry  t o  make  changes  i n  t he

resu l t s  r eached  by  t he  l - i ne  assesso r .  f n  t h i s  case  t he

l - i ne  assesso r  concu r red  w i t h  t he  conc lus i ons  reached  by  Mr .

K luge l  a f t e r  r ev i ew ing  a l I  t he  ava i l - ab le  da te .  The re fo re ,

he  u t i l i zed  t he  f i gu re  deve loped  by  Mr .  K1uge l  i n  h i s

ove ra f  I  ana l ys i s .  l v i r .  K1uge1  has  had  24  yea rs  expe re ince

w i t h  t he  Depa r tmen t  o f  F i nance  and  Rev iew .



B.  I n  mak ing  t he  assessmen t  f o r  t ax  yea r  1985 ,  VL r .

K1uge l ,  who  made  t ha t  assess rnen t ,  had  ava i l ab le  on l y  t he

income and  the  expense  s ta temen ts  fo r  t he  p rope r t y  up  to

1982 .  Fo r  t ax  yea r  1986 ,  he  aLso  had  t he  owne rs '

i ncome and  expense  s ta temen t  f o r  1983 ,  as  we l l  as  the

in fo rma t i on  abou t  i ncome  s t reams  fo r  o the r  o f f i ce  bu i l d i ngs

in  t he  c i t y .  He  a l so  had  l eas ing  i n fo rma t i on  f o r  t he

sub jec t  p rope r t y .  Based  upon  t he  i n fo ima t i on ,  he  f e l t  t he

change  f r om the  Boa rd  r s  r esu l t s  i n  t he  p r i o r  yea r  was

jus t i f  i ed  as  d i d  Mr .  Dav i s .

9 .  Pe t i t i one rs  sough t  t o  demons t ra te  an  es t ima ted  f a i r

ma rke t  va lue  o f  $10 ,356  1360 .  Th i s  f i gu re  rep resen ts  t he

assessed  va lue  f o r  t ax  yea r  1984 .  W i l l - i am  Wo f f ,  J r . ,  one

o f  t he  gene ra l  pa r t ne rs  i n  t he  pa r t ne rsh ip  wh i ch  owns  t he

sub jec t  p rope r t y ,  t es t i f i ed  i n  suppo r t  o f  us i ng  t h i s  f i gu re

as  t he  es t ima ted  f a i r  ma rke t  va lue .  Mr .  Wo l f  has  an

owne rsh ip  i n t e res t  i n  a  number  o f  o f f i ce  bu i l d i ngs  and  has

p rac t i ced  rea l  es ta te  l aw  s i nce  1951 .  He  se rved  on  t he

boa rd  o f  a  bank ,  and  he  has  had  expe r i ence  i n  r ev i ew ing

documen ts  i n  connec t i on  w i t h  l - oans  on  rea l  p rope r t y .

Mr .  Wo l f  has  a  b road  range  o f  expe r i ence  w i t h  commer i c i a l

r ea l  es ta te l  howeve r ,  he  does  no t  r ep resen t  h imse l f  t o  be

an  app ra i se r .  He  d i d  no t  con tend  t ha t  he  has  eve r  v ro r ked

as  an  assesso r .  To  a r r i ve  a t  h i s  conc lus i on  t ha t  t he

p rope r t y  was  wo r th  $1013561360  as  o f  t he  va lua t i on  da te

( Janua ry  I ,  I 9B5 ) ,  t he  w i t ness  accep ted  t he  va lue  f o r  t ax

yea r  1984  ( va l - ua t i on  da te  Janua ry  1 ,  1983 ) ,  because  he  had
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t o  s t a r t  somewhere .  Th i s  se l - ec t i on  appea rs  a rb i t r a r y

cons ide r i ng  t he  i n te r ven ing  h i ghe r  va l i d  assessmen ts .

Nex t ,  he  conc luded  t ha t  t he  va lue  o f  t he  p rope r t y  d i d  no t

i nc rease  be tween  Janua ry  1 ,  1983  and  Janua ry  L ,  1985 .  Th i s

conc lus i on  i s  no t  suppo r ted  by  f ac t s  es tab l i shed  f r om

c red ib l e  ev i dence  a t  t r i a l .  On  t he  con t ra r y  r ea l  p rope r t y

va lues  have  been  i nc reas ing  i n  t he  a rea  a t  a  s i gn i f i can t

ra te .  The  w i tness  a l so  emp loyed  a  fo rmu la  u t i l  i zed  i n  t he

income approach  to  va lue .  t i e  used  the  ac tua l  i ncome fo r  a

s i ng le  yea r  i ns tead  o f  an  annua l  s t ab i l i zed  ne t  ove r  a

pe r iod  o f  seve ra l  yea rs .  He  used  the  i ncome fo r  ca l -endar

yea r  1984  i n  seek ing  t o  a r r i ve  a t  an  es t ima ted  va lue  f o r

t he  p rope r t y  as  o f  Janua ry  L ,  1985 .  No  ad jus tmen ts  we re

made  by  the  w i tness  to  re f l ec t  i ncome po ten t i a l  f o r  t he

p roper t y  because  he  be l i eves  i t  t o  be  i r re l -evan t .  However t

the  w i tness  conceded  tha t  an  i nves to r  wou ld  l - ook  a t  5  yea rs

o f  i ncome and  expenses  to  make  p ro jec t i ons .  The  w i tness

a l so  f a i l ed  t o  make  an  ad jus tmen t  f o r  t he  subs tan t i a l

i ncon re  l oss  fo r  t he  p rope r t y  due  to  the  subs tan t i a l  ren t

concess  i on  g  i ven  h i s  l - aw  f  i rm .  The  f  a i l u re  t o  p ro  j ec t  t he

po ten t i a l  i ncome  fo r  t he  p rope r t y  i s  i ncons i s ten t  w i t h  t he

income  app roach  t o  va lue .  The  f a i l u re  t o  make  ad jus tmen ts

fo r  r en t s  subs tan t i a l l y  be low  marke t  wh i ch  cou ld  be

ach ieved  w i t h i n  a  r easonab le  pe r i od  i gno res  t he  i ncome

po ten t i a l  f o r  t he  p rope r t y .  The re fo re ,  t h i s  ana l ys i s

s h o u f d  b e  r e j e c t e d .  T h e  w i t n e s s  d i d  n o t  u n d e r t a k e  a n y
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o the r  app roaches  t o  va1ue .  He  was  unab le  t o  d i v i de  t he

va l -ue  he  sugges ted  be tween  the  l and  and  bu i l _d ing .

10 .  The re  we re  a  number  o f  phys i ca l_  cha rac te r i s t i c s

fo r  t he  bu i l d i ng  desc r i bed  by  pe t i t i one rs ,  w i t ness  i n  i t s

d i r ec t  case .  A  pa r t  o f  t he  p rope r t y  i s  u t i l i zed  by  ne t ro ,

wh i ch  rep resen ts  an  advan tage  and  d i sadvan tage  t o  t he

owne r .  The  ex ten t  t o  wh i ch  t h i s  f ac t  dep resses  t he  va rue

o f  t he  bu i l d i ng  was  neve r  asce r t a i ned .  Mo reove r ,  he

ind i ca ted  t haL  t h i s  i s  no t  a  f ac to r  i n  t he  i ncome  s t ream.

The  w i tness  no ted  tha t  t he  top  f l oo r  i s  used  fo r  t he

eng inee r r s  o f f i ce  and  f o r  t he  a i r  cond i t i on ing  sys tem.

Aga in ,  t he  ex ten t  t o  wh i ch  t h i s  f ac to r  a l t e r s  t he  va lue  o f

t he  bu i l d i ng  was  no t ,  es tab l i shed .  The  e l ec t r i ca r  sys tem

does  no t  mee t  t he  needs  o f  many  bus inesses .  How th i s  f ac to r

and  the  o the rs  se t  f o r th  bea r  upon  the  es t ima ted  va lue

wh i ch  pe t i t i one rs  advance  was  no t  exp la i ned .  Fu r t he r

pe t i t i one rs  d i d  no t  show  tha t  t hese  f ac to r s  we re  no t  t aken

in to  cons ide ra t i on  i n  t he  D i s t r i c t t s  i n i t i a l  assessmen t  f o r

t he  yea r  i n  ques t i on .  r t  was  shown  tha t  some  o f  t he  ren t s

fo r  t he  bu i l d i ng  we re  a t  a  l eve1  wh i ch  cou ld  no t  be

inc reased  because  o f  ex i s t i ng  l - eases .  Th i s  s i t ua t i on  wou ld

a f f ec t  Lhe  i ncome  po ten t i a l  f o r  t he  bu i l d i ng .  Howeve r ,  t he

ev idence  sho l s  t ha t  t he re  we re  a  subs tan t i a l -  number  o f

r e a s e s  f o r  t h e  b u i l d  i n g  w h i c h  v r e r e  t o  e x p i r e  i n  1 9 8 7 ,  1 9 8 8 ,

1 9 8 9  a n d  1 9 9 0 .  T h e r e  h r e r e  a l s o  s o m e  m o n t h  t o  m o n t h  l e a s e s .

A s  l 4 r .  K 1 u g e 1 ,  p o i n t e d  o u t ,  a n  i n c r e a s e  i n  i n c o m e  s h o u l d  b e

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

t h e  w i t n e s s  d i d  n o t  s e e k  t o  a s c e r t a i n  a  s t a b i l i z e d  n e t

i n c o n r e  f  i g u r e .



11 .  Fo r  pu rposes  o f  t h i s  p roceed i . g ,  t he  D i s t r i c t r s

Ch ie f  o f  S tandards  and  Rev iew  deve loped  an  en t i re l y  new

assessmen t  f o r  t he  sub jec t  p rope r t y .  He  d i d  so  by  add ing

$3981430  t o  t he  ne t  i ncome  fo r  t he  p rope r t y .  He  reassessed

the  p rope r t y  us i ng  add i t i ona l  i n f o rma t i on  ob ta i ned  s i nce

the  appea l  t o  t he  Boa rd .  He  s ta ted ,  howeve r ,  he  was  no t

"back ing  o f f "  f r om where  the  assessmen t  was  i n  tax  yea r

1986 .  Ad jus tmen ts  we re  made  by  Mr .  K luge l  on  a l l  space  i n

the  bu i l d i ng  wh i ch  he  cons ide red  t o  be  ou t  o f  l - i ne  w i t h  t be

marke t  o r  f o r  space  under  mon th  to  mon th  l eases .

Add i t i ona l  i n f o rma t i on  was  ob ta i ned  f r om the  ren t  r o l l s

wh ich  had  no t  been  u t l i zed  i n  t he  assessmen t  f o r  t ax  yea r

1986 .  On Iy  p rope r t y  owners  who  appea led  the i r  assessmen ts

we re  sub jec t  t o  r eva lua t i on  w i t h  t h i s  t ype  o f  add i t i ona l

i n fo rma t ion .  No t  a l l  o f  t he  ad jus tmen ts  to  i ncome made  by

the  assesso r  appea r  t o  be  j us t i f i ed .  The  t axpaye r  o f f e red

persuas i ve  ev idence  tha t  t he  ad jus tmen t  t o  the  Lew is  &

Thomas  Sa Iz  l ease  was  no t  app rop r i a te .  The  p rem ium ren t

sugges ted  by  Mr .  K luge l  does  no t  t ake  i n to  accoun t  t ha t  a

subsban t i a l  pa r t  o f  t he  space  i s  i n  t he  basemen t  and  i s  no t

p r ime  space .  The  ad jus tmen t  t o  ce r t a i n  space  on  t he  t h i r d

f l oo r  does  no t  r ecogn i ze  t ha t  t he  space  has  no  w indows ,

wh i ch  reduces  i t s  va lue .  The  sma l - l -  s i ze  o f  t he  space

fu r t he r  dep resses  i t s  va lue .  S im i l a r l y ,  a  s rna l l  space  on

the  5 th  f l oo r  f o r  wh i ch  t he  assesso r  seeks  t o  ass ign  a

h ighe r  r en ta l  va l - ue  has  no  w indows  and  canno t  command  the

p r i ce  ass igned  by  Mr .  K luge l .  The  space  f o r  wh i ch  an
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ad jus tmen t  i s  soug t r t  on  t he  8 th  f l oo r  r ep resen ts  a  t enan t

concess  i on  made  when  the  tenan t  was  asked  to  move  to

accomoda te  ano the r  t enan t .  The  re j ec t i on  o f  t he  owne r ' s

ac tua l  expe r  i ence  and  the  p ro  j ec t i on  o f  i ncon re  f  i gu res

wh i ch  canno t  be  ach ieved  g i ven  t he  cha rac te r i s t i c s  o f  t he

bu  i l d  i ng  resu l t  i n  an  un rea . l  i s t  i c  p ro  j ec t  i on  o f  i ncome .

Th i s  p ro j ec t i on  was  u t i l i zed  by  t he  w i t ness  i n  h i s

cap i t a l i za t i on  o f  i ncome  app roach .  S ince  ad jus tmen ts  o f

t he  magn i t ude  sugges ted  a re  no t  j us t i f i ed  on  t h i s  r eco rd ,

t he  va lue  i nd i ca ted  by  t he  cap i t a l i za t i on  o f  i ncome  wou ld

no t  be  va1 id .  Wh i l e  t he  w i t ness  t es t i f i ed  t ha t  t he  resu l t

reached  by  the  cap i t i l - i za t i on  o f  i ncome approach  was

checked  aga ins t  con rpa rab le  sa les  and  found  to  be  va l i d  by

l l l r .  K1uge1 ,  t he  l owe r  o r i g i na l -  assessmen t  was  a f so  checked

aga ins t  comparab le  sa les  by  t he  assesso r  and  f ound  t o  be

comparab le .  T i r i s  r ep resen ta t i on  becomes  ques t i onab le  unde r

the  c i r cums tances .  Add i t i ona l l y ,  i n  t he  I a te r  assessmen t ,

Mr .  K1uge1  d id  no t  show  tha t  he  t ook  i n to  accoun t  i n

reassess ing  t he  p rope r t y  f ac to r s  wh i ch  he  had  t aken  i n to

accoun t  f o r  a l l  o t he r  p rope r t i es  on  t he  va iua t i on  da te .  I { e

l r ad  no ted  t he  p rob lems  i n  t he  markeL  f o r  I 9B2  and  1983 .

I n te res t  r a tes  had  been  h i gh r  and  l and lo rds  we re  requ i red

to  g i ve  t enan ts  concess ions  because  o f  t he  excess i ve  o f f i ce

space  ava i l ab le  j n  t l - r e  ma rke t .  M r .  K luge l  deemed  i t

impo r tan t  a t  t he  t ime  o f  t he  o r i g i na l  assessmen t  t ha t  t hese

fac to r s  be  t aken  i n to  accoun t  and  t ha t  subs tan t i a l

- 1  0 -



depa r tu res  no t  be  made  f r om the  p r i o r  assessmen ts .  How

these  f  ac to r s  we re  t aken  i n to  accoL ln t  i n  Mr .  K luge l  r s  mos t

recen t  es t ima te  o f  va lue  has  no t  been  exp la i ned  adequa te l y .

Thus ,  t he re  appea r  t o  be  a  number  o f  de fec t s  i n  Mr .

K luge I  r s  l a t es t  p roposed  assessmen t  wh i ch  p reven t s  t he

Cou r t  f r om accep t i ng  i t .

Conc lus i ons  o f  Law  and  Orde r

The  taxpaye r  a t tempted  to  show tha t  no  assessmen t

was  ma"de  fo r  t he  p rope r t y  f o r  t ax  yea r  1986  because  the

same  assessmen t  f o r  1985 ,  wh i ch  had  been  re j ec ted  by  t he

Boa rd  o f  Equa l i za t i on  and  Rev iewr  wds  repea ted .  A l t hough

the  assessmen t  f o r  bo th  yea rs  was  the  same r  t he  ev idence

shows  t ha t  t he  p rope r t y  was  assessed  aga in  i n  t ax  yea r  1986 .

The  fac t  t ha t  t he  new assesso r  re l - i ed  i n  pa r t  upon

in fo rma t i on  deve loped  by  t he  p r i o r  assesso r  does  no t  a l t e r

the  va l i d i t y  o f  t he  assessmen t .  He  made  an  i ndependen t

ana l ys i s ,  con fe r red  w i t h  h i s  supe r i o r ,  and  concu r red  i n  t t r e

resu l t s .  Fu r t he r ,  add i t i ona l  i n f o rma t i on  was  t aken  i n to

cons ide ra t i on  when  t he  assessmen t  was  made  f o r  t ax  yea r

1986 .  The  new  va lue  was  based  upon  comparab le  sa les

rev iewed  by  t he  assesso r  w i t h  cons ide ra t i on  g i ven  t o  t he

income  cap i t a l i za t i on  app roach .  The  assesso r  used  on l y  t he

ne t  i ncon re  f i gu re  deve loped  by  t he  p r i o r  assesso r  a f t e r

d i scuss ing  i t  w i t h  h im .  The  l aw  requ i res  a  ne le  va l - ua t i on

a f  t e r  an  i nva l i d  assessmen t .  D i s t r i c t  o f  Co lu rnb ia  v .

Bu r l i ng ton  Ap t .  ,  375  A .2d  1052 ,  1055  (D .C .  1977 )  .  Howeve r ,

t he  f ac t  t ha t  t he  assesso r  cons ide rs  i n f o rma t i on  f o rm ing  a

pa r t  o f  t he  p r  i c - r r  assessn ren t  does  no t  r ende r  t he  assessmen t



(

i n va l i d .  See  B r i ske r  v .  D i s t r i c t  o f  Co lumb ia ,  510  A .2d

1037 '  1040 -1041  (D .C .1986 ) .  Unde r  t he  f ac t s  o f  t h i s  case

the  Cou r t  i s  sa t i s f i ed  t ha t  a  new  assessmen t  was  made .

The  pe t i t i one rs  sough t  t o  p rove  t ha t  t he  assessmen t

fo r  1986  r , eas  i nco r rec t .  Pe t i t i one rs  have  t he  bu rden  o f

p rov ing  t he  i nco r rec tness  o f  t he  assessmen t .  B r i s ke r  v .

D i s t r i c t  o f  Co1unb ia ,  510  A .2d  a t  1039 .  They  a re  no t

requ i red  t o  es tab l i sh  t he  co r rec t  va lue  o f  t he i r  p rope r t y .

I d .  Neve r the less ,  as i de  f r om the i r  c l a im  tha t  no  assessmen t

was  made ,  pe t i t i one rs  r e l - i ed  p r ima r i l y  upon  t he i r  own

asse r t i on  o f  f a i r  ma rke t  vaLue  t o  p rove  t he  i nco r rec tness

o f  t he  D i s t r i c t r s  assessmen t .  The  f ac t s  show  tha t  t he

pe t i t i one rs r  va l - ua t i on  i s  f l awed  f ac tua l l y  and  J .ega l l y .

The i r  i ncome approach  to  va lue  i s  based  upon  a  snapsho t  o f

a  s i ng le  yea r r s  i ncome  and  expenses .  Th i s  ca l cu la t i on  i s

con t ra r y  t o  t he  au tho r i t i e s  wh i ch  requ i re  as  a  pa r t  o f  t he

fo rmu la r  u t i l i za t i on  o f  i ncome  po ten t i a l - .  Sa feway  S to res ,

I nc .  v .  D i s t r i c t  o f  Co lumb ia ,  525  A .  2d  207 ,  2L3  (D .C .

I 9B7 ) i  D i s t i c t  o f  Co l -umb ia  v .  She ra ton Corp . ,  499  A .2d  109 ,

t l 3 - 1 1 4  ( D . C .  1 9 8 5 ) ;  R o c k  C r e e k  P l a z a - W o o d n e r  L t d .  v .

Dis t r i c t  o f  Co lumb ia ,  466  A .2d  857 ,  B5B  (D .C .  1983 ) .  I n

a r r i v i n g  a t  a n  e s t i m a t e  o f  v a . l u e ,  p e t i t i o n e r s  I  w i t n e s s  a l s o

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

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

w i t h o u t  a n y  r e a s o n e d  b a s i s .  T h e  D i s t r i c t ' s  a s s e s s o r s  a r e

r e q u i r e d  t o  t a k e  i n t o  a c c o u n t  e v i d e n c e  r e l a t i n g  t o  e a c h
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approach  to  va lue ,  a l t hough  they  may  u l t ima te l y  re l y  upon

one  app roach  f o r  l eg i t ima te . r€asons .  Sa feway  S to res ,  I nc .

v .  D i s t r i c t  o f  Co lunb ia ,  525  A .2d  207  r  209  (D .C .1987 ) .  The

fa i l u re  o f  pe t i t i one rs  I  w i t ness  t o  cons ide r  any  o the r

me thods  o f  va lua t i on  i n  h i s  ana l ys i s  f u r t he r  unde rm ines  h i s

resu l t s .

Pe t i t i one rs  bea r  t he  bu rden  o f  p rov ing  t ha t  t he

assessmen t  i s  i nco r rec t  o r  i t l ega l .  I d .  a t  zL I .  A l t hough

pe t i t i one rs  ca l l ed  as  w i t nesses  bo th  assesso rs  who

pa r t i c i pa ted  i n  t he  assessmen t  f o r  t ax  yea r  1986 ,  a

success fu l -  cha l l enge  was  no t  made  to  the  me thodo logy

emp loyed  by  the  assesso rs  fo r  t he  assessmen t  be ing

appea led .  The  I i ne  assesso r  cons ide red  a f l  t h ree  ap roaches

to  va lueT  re l y ing  mos t  upon  con rpa rab le  sa les  fo r  t he  l and

component  and the comparble sa les and income approach for

t he  bu i l d i ng  componen t .  C red ib l e  ev i dence  was  no t  adduced

to  rebu t  t h i s  assesso r  r s  c l a im  o f  comparab i l i t y  no r  h i s

conc lus i ons  reached  as  t o  va1ue .  The  conc lus i ons  we re

borne  ou t  by  the  i ncome approach  to  va lua t i on .  The

tes t imony  e l i c i t ed  f r om the  w i t nesses  d i d  no t  accomp l i sh

pe t i t i one rs r  pu rpose .  Pe t i t i one rs  f a i l ed  t o  p rove  t he

inco r rec tness  o r  i l l ega l i t y  o f  t he  1986  assessmen t .  The i r

a l t e rna t i ve  ca l cu la t i on  o f  va lue  i s  r e j ec ted  f o r  t he

reasons  s ta ted  i n  t he  f o rego ing  f i nd ings .  F rom the

fo rego ing  f ac t s ,  t he  Cou r t  conc l - udes  t ha t  t he  assesso rs

app l i ed  t he  gene ra l l y  r ecogn i zed  app roaches  t o  va lue  i n
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mak ing  t he  assessmenL  f o r  t ax  yea r  1986 .  See

Co lumb ia  v .  V fash ing ton  She ra ton  Co rp .  ,  499  A .2d

The  resu l t i ng  assessmen t  appea rs  t o  be  j us t i f i ed

ev idence .  The re fo re ,  t he  dec i s i on  o f  t he  Boa rd

D is t r i c t  o f

a t  113 -114 .

f r om the

o f

Equa l i za t i on  and  Rev iew  shou ld  be  a f f i rmed .

Responden t  a tLempted  to  demons t ra te  a  h ighe r  va lue  fo r

t he  p rope r t y .  I n  e f f ec t ,  t he  D i s t r i c t  r eassessed  t he

p rope r t y  f o r  pu rposes  o f  t h i s  l i t i ga t i on ,  u t i l i z i ng  some

add  i t  i ona l  i n fo rma t  i on  ava i l ab le  to  i t  s  i nce  the  o r  i g  i na l

va l - ua t i on  da te .  f t  i s  r ecogn i zed  t ha t  t he  t r i a l  cou r t  has

au tho r i t y  t o  i nc rease  an  assessmen t  above  the  amoun t

app roved  by  the  Board  o f  Equa l i za t i on  and  Rev iew .  Rock

Creek  P laza -Woodne r  L td .  v .  D i s t r i c t  o f  Co lunb ia ,  466  A .  2d

857 ,  859  n .1  (D . c .  1983 ) . How th i s  p ropos i t i on  squa res

w i t h  w i t h  t he  p r i nc i p l e  t ha t  once  assessed ,  p rope r t y

canno t  be  reassessed ,  need  no t  be  reached  i n  t h i s  case .  See

1111  19 th  S t .  Assoc .  v .  D i s t r i c t  o f  Co lumb ia ,  52 I  A .  2d

260 ,26 : - -  (D .C .1987 )  and  Hun t  v .  D i s t r i c t  o f  Co1umb ia ,  TL

App .  D .  C .  143  (1939 ) .  f n  t h i s  case ,  t he  reassessmen t  had

a  comb ina t i on  o f  f l aws  as  desc r i bed  i n  t he  f i nd ings  wh i ch

p reven ts  t he  Con rL  f r om accep t i ng  t he  resu l t s .

I t  i s  t he re fo re  by  t he  Cou r t  t h i s  l 8 t h  day  o f  Augus t

1989 ,

OFDERED,  tha t  t l r e  o r i g ina l  assessmen t  made  by  the

D is t r i c t  o f  Co lumb ia  f o r  t ax  yea r  1986  i s  he reby  a f f i rmed .

I t  i s  f u r t he r



OFDERED, that

h e r e b y  i s  d e n i e d .
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