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FINDINGS OF FACT A}ID CONCLUSIONS OF I,AW

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

a n  a s s e s s m e n t  f o r  r e a f  p r o p e r t y  t a x e s  f o r  L a x  y e a r  1 9 9 2 .  T h e

p a r t i e s  f i l e d  S t i p u l a t i o n s  p u r s u a n t  t o  S u p e r .  C t .  T a x  R .  1 1 .

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

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

C o u r t  m a k e s  t h e  f o f l o w i n q :

FINDTNGS OF FACT

1 .  The  sub jec t  p rope r t y  i s  owned  by  New yo rk  L l f e

rnsu rance  company  (  "NYLrc "  )  ,  a  co rpo ra t i on  o rgan i zed  and

ex i s t i ng  unde r  t he  l aws  o f  New Yo rk .  Pe t i t i one r  NyT , r c  i s

ob l i ga ted  t o  pay  a l l  r ea l -  es ta te  t axes  assessed  aga ins t  t he

sub jec t  p rope r t y .

2 .  The  sub jec t  p rope r t y  i s  l oca ted  a t  1333  H  S t ree t ,  N .W. ,

Squa re  250 ,  Lo t  46 ,1n  t he  D i s t r i c t  o f  Co lumb ia .  I t  cons i s t s  o f



a  12  s to r y  h i gh - r i se  o f f i ce  bu i l d i ng  bu i l t  i n  1913  and  remode led

in  1982 -1983  and  an  11  s to r y  o f f i ce  bu i l d i ng  bu i t t  i n  r g }2 .  The

bu i l d i ngs  a re  l - oca ted  on  t he  no r t heas t  co rne r  o f  14 th  and  H

s t ree t s ,  N .w .  A  po r t i on  o f  t he  sub lec t  p rope r t y  t he  Landmark

Bu i l d i ng ,  i s  a  h i s t o r i c  s t r uc tu re  wh i ch  had  t o  be  rehab i l i t a t ed

and  ma in ta i ned  i n  acco rdance  w i t h  ce r t a rn  s t  anda rds .  The

bu i l d i ng  has  t h ree  l - eve f s  o f  unde rg round  pa rk i ng  w i t h  spaces  f o r

245  ca rs .  The  ma in  bu i l d i ng  has  205 ,  96 r  squa re  f ee t  o f  ne t

ren tab le  a rea .  The  Landmark  po r t i on  o f  t he  bu i l d i nq  has  a  t o ta l

o f  34 ,618  squa re  f ee t  o f  ne t  r en tab le  a rea  (32 ,395  f o r  o f f i ce

and  2 ,223  f o r  r e ta i l ) .  These  f i gu res  a re  de r i ved  f r om the  l ease

ro r l s  wh i ch  re f l ec t  ac tua l  space ,  l eased  and  vacan t .  The  two

bu i rd i ngs  a re  access ib l e  t o  each  o the r  on ry  on  t he  g round  f l oo r .

3 .  L e a s l n g  i n  t h e  b u i l d i n g  h a s  b e e n  p o o r .  T h e  L a n d m a r k

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

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

r e n t a f  r a t e .

4 .  The  assessmen t  f o r Lax  yea r  1992  as  o f  Janua ry  I ,  I 99 I

t ime l y  appea led  t o  t he  Boa rd  o f

.  The  BER reduced  the  assessmen t  t o

was  $54 ,1  50 ,  000  .  Pe t i t i one r

Equa l i za t i on  and  Rev iew  (BER)

$42 ,110 ,166 .



5 .  P e t i t i o n e r  t i m e l y  p a i d  t h e  r e a l  e s t a t e  t a x e s  a n d

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

r e f u n d  o f  e x c e s s  t a x e s  p a i d  f o r  t a x  y e a r  r g g 2 .  r n  r t s  a m e n d e d

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

p r o p e r t y  f o r  t a x  y e a r  r g g z  w a s  $ 3 9 , 0 0 0 , 0 0 0 .  T h i s  f l q u r e  r e f l e c t s

t h e  v a l u e  s e t  b y  i t s  e x p e r t  a p p r a i s e r .

6 .  L a r r y  H o v e r m a - L e  w a s  t h e  t a x  a s s e s s o r  f  o r  t h e  s u b i  e c t

p r o p e r t y  f o r  t a x  y e a r  1 9 9 2 .  M r .  H o v e r m a r e  w a s  c a l l e d  a s  a

w r t n e s s  b y  t h e  p e t i t i o n e r  a n d  t h e  r e s p o n d e n t  a s  w e l l .

7 .  A t  t r i a l ,  M r .  H o v e r m a l e  t e s t i f i e d  t h a t  h e  a s s e s s e d  t h e

p r o p e r t y  f o r  t a x  y e a r  l g g 2  a t  $ 5 4 , 1 5 0 , 0 0 0 .  H e  t e s t i f i e d  h e  u s e d

t h e  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  e n c o m p a s s e s  t h e  t h r e e

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

s u b j e c L  p r o p e r t y .  H e  t e s t i f i e d  t h a t  h e  p r i m a r i l y  r e l i e d  o n  t h e

i - n c o m e  a p p r o a c h .  T h e  c o m p a r a b l e  s a r e s  a p p r o a c h  w a s  u s e d  a s  a

c h e c k .

8 .  M r -  H o v e r m a l e  t e s t i f i e d  t h a t  i n  c a l c u l a t i n q  h i s  q r o s s

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

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

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

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

e s t i m a t e d  a  m a r k e t  r e n t  o f  $ 2 6 .  0 O  p e r  s q u a r e  f o o t .  T h e



s tab j - 1 i zed  ne t  i ncome  used  by  t h i s  w i t ness  i n  h i s  ca l cu la t i on

was  $4 , ' 190 ,638  ve rsus  94 ,500 ,811  used  by  t he  pe t i t i one r , s

app ra i se r .  The  d i f f e rence  be tween  t he  two  sepa ra te  s tab i l i zed

Nor  ca l - cu f  a t i ons  i s  $289 ,  B2 '7  o r  6 .42 .  A l t hough  t he  pa r t i es

d i sag reed  as  t o  t he  p rope r  s tab i l i zed  No r  t o  cap i t a l i ze ,  t he

more  subs tan t i a l  d i sag reemen t  be tween  them conce rns  the

app rop r i a te  cap i t a l i za t i on  ra te  t o  be  u t i r i zed  t o  qe t  t he

p rope r t y ' s  va lue  based  upon  t he  i ncome  app roach  t o  marke t  va lue ,

i .  e .  ,  t he  assesso r ' s  cap i t a l i za t i on  ra te  o f  .  oB75  o r  t he

app ra i se r '  s  cap i t a l i za t i on  ra te  o f .  1  I 3B2  .

9 -  oo i t h  r ega rd  t o  h i s  cap i t a l i za t i on  ra te ,  Mr .

Hove rma le ' s  t es t imony  was  no t  t r us two r thy .  The  assesso r

i nd i ca ted  t ha t  he  ob ta i ned  a  range  o f  cap i t a l i zed  ra tes  f r om

'  0825  t o  . 0950  se lec ted  f r om the  Pe r t i nen t  Da ta  Book  comp i l ed  by

s tandards  and  Rev iew .  He  ind i ca ted  tha t  he  se fec ted  the  m id -

po in t  be tween  t he  bo t t om and  t op  f i gu re ,  a  s ta temen t  wh i ch  i s

f ac tua l l y  i nco r rec t  because  .  OB75  i s  no t  t he  m id -po in t  be tween

.  0825  and  .  0950 .  Mr .  Hove rma l -e  l a t e r  t es t i f i ed  t ha t  t he

Pe r t i nen t  Da ta  Book  was  no t  pu t  t oge the r  un t l r  a f t e r  t he

va lua t i on  da te  o f  Janua ry  r ,  1991 .  How the  cap i t a l i zed  ra te  was

de r i ved  by  Lhe  assesso r  i s  a t  t he  ve ry  bes t  amb iguous  and  a t  t he

wors t  f ac tua l l y  j - nco r rec t  and  t hus  no t  wo r thy  o f  c redence  e i t he r

way .  Add i t i ona l r y ,  i n  answer i ng  i n te r roga to r i es  p ropounded ,  Mr .



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

i n  d e r i v i n g  a  c a p i t a l i z e d  r a t e .  M r .  H o v e r m a l e  t e s t i f i e d  t h a t  t h e

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

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

i n v e s t m e n t  t e c h n i q u e .  T h i s  s c h e d u l e  i n c l u d e d  a  s u b s t a n t i a l

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

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

o r  r e c e s s i o n a r v  m a r k e t .  H e  a d m i t t e d  t h a t  h e  d i d  n o t  a s s u m e  t h a t

t h e  p r o p e r t y  w o u l - d  a p p r e c i a t e  b y  3 5 %  o v e r  s e v e n  y e a r s  a t  t h e

r a t e  o f  5 %  p e r  y e a r .  U p o n  e x a m i n a t i o n ,  M r .  H o v e r m a l e  t e s t i f i e d

+ L - ^ +  f r - ^  ^ - : i t a l i z a t i o n  r a t e  w i t h o u t  t h e  a s s u m n t i o n  o f  a nL r l o L  L l l g  u o l  l q u g  w l L l l v u L  u r r u  q J J u r l r y r

a p p r e c i a t i o n  i n  v a l u e  w a s  . 1 2 0 5 .  M r .  H o v e r m a l e  t e s t i f i e d  t h a t

- ^ - 1 . . i ^ ^  ^ . i + - r  i - - f  ; ^ -  r a t e  o f  . 1 2 0 5  i n s t e a d  o f  h i s  r a t e  o fa P l J a y  r r 1 9  o '  u c r P r  L a  r  r  z a  L  r u r l

. 0 8 7 5  r e s u l - t e d  i n  a  d i f f e r e n c e  i n  a s s e s s m e n t  o f  a p p r o x i m a t e l y

$ 1 5 , 0 0 0 , 0 0 0  m a k i n g  a  m u c h  h i g h e r  a s s e s s m e n t .  M r .  H o v e r m a l - e  c o u l d

g i v e  n o  j  u s t i f i c a t i o n  f o r  a p p l y i n g  s u c h  a  l a r g e  a p p r e c i a t i o n

f a c t o r  t o  t h e  s u b j e c t  p r o p e r t y .

T h e  a s s e s s o r  a d m i t t e d  t h a t  t h e  p u b l i s h e d  d a t a  o f  t h e

A m e r i c a n  C o u n c i f  o f  L i f e  I n s u r a n c e  ( A C L I ) ,  i n c l - u d e d  i n  t h e

D i s t r i c t ' s  P e r t i n e n t  D a t a  B o o k ,  s h o w e d  r a t e s  w h i c h  w e r e  a l m o s t  3 2

h i o h e r  t h a n  t h e  a s s e s s o r ' s  r a t e .

Mr .  Hove rma le  add i t i ona l l y

i nc l ud ing  . 0875 ,  we re  de r i ved

n r n n e r i  i  e s  a n c l  t ) r o  f  o  r m a  n e t.v -  "

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

f r o m  a c t u a l  s a l e s  o f  i m p r o v e d

o p e r a t i n q  i n c o m e s .  M r .  H o v e r m a l e



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

r e a l  e s t a t e  m a r k e t  e n t e r e d  a  r e c e s s i o n ,  y e t  n o  a d j u s t m e n t s  w e r e

m a d e  f o r  t h i s  f a c t .  T h e  t e s t i m o n y  i n  t h i s  c a s e  s h o w e d  t h a t  t h e

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

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

w a n t e d .

M r .  H o v e r m a l - e  a l s o  a d m i t t e d  t h a t  t h e  c a p i t a l i z a t i o n  r a t e  h e

u s e d  w a s  n o t  h i g h  e n o u g h  t o  t a k e  c a r e  o f  r e a l  e s t a t e  t a x e s ,  t h e

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

i n v e s t e d .  r n  f a c t ,  a  c a s h  f l o w  t e s t  s h o w e d  t h a t  h i s

^ - ^ . : F - l . i - ^ ! . : ^c a p r r a r f z a r l _ o n  r a t e  w o u f d  p r o d u c e  a  n e g a t i v e  r e t u r n  t o  t h e

e q u i t y  i n v e s t m e n t .  T h e  p e t i t i o n e r ' s  e x p e r t  r e c o g n i z e d  i n  h e r

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

p r o p e r t y  w i t h  t h e  e x p e c L a t i o n  t h a t  t h e  p u r c h a s e r  w i l l  r e c e i v e  i n

e x r : h a n o e  f  o r  I  h o  n r  r  r n h :  q ou ^ u r r q r r v L  ! v r  L ' u  t r u ! u r r q r E  p f - L c e  a n  a S S e t  p f o d u C i n g  e n o u g h  i n c O m e

t o  pay  rea l  es ta te  t axes ,  pay  any  morbgage  secu red  by  t he  rea l

es ta te  and  p rov ide  a  f a i r  r e tu rn  on  t he  cash  i nves ted  bu t  t he

t yp i ca r  ( emphas i s  supp l i ed )  i - nves to r  does .  she  i nd i ca ted  f o r

examp le ,  t ha t  an  a t yp i ca r  buye r  may  pu rchase  commerc ia r  r ea l

o q l * : f  a  m : i  n ' l  r r  € ^ -  ^ - . i  ^ ^  - - ) n r p r - i . a . l -  . . j  n n  r . l r r r  j  - -  J _  l - , o  l - . n l  r l i  n a  n a r  j  n r lr r r u a l r a J  r v !  y !  r u s  d p v L  c ( - _ L c r  L _ L ( J r l  u u I  l _ l t g  L I l e  n o l c _ . . : ,  r / v !  + v s ,

i n i t i a l r y  f o rgo ing  adequa te  i ncome  ea r l y  on  i n  exchange  f o r

asse t  app rec ia t i on  I a te r .



1 0 .  T h e  f o r e q o i n q  f a c t s  s h o w  s u b s t a n t i a l -  f l a w s  i n  t h e

a s s e s s o r ' s  m e t h o d o l o g y  f o r  d e r i v i n g  a  c a p i t a l i z a t i o n  r a t e

r e s u l t i n g  i n  a n  e r r o n e o u s  a s s e s s m e n t .  A s  t h e  a s s e s s m e n t  i s

i n r r a l  i c l -  f h e  o n l v  r e m a i n i n ^  e r r i d a n n o  h e f O f e  t h e  C O U f t  w a s  t h e+ r l v u ! ! s t

t e s t r m o n y  o f  P e t i - t i o n e r ' s  e x p e r t  M s .  C a r o l  M i t t e n  o f  t h e  f i r m  o f

M i t t e n  &  R e y n o l d s .

1 1 .  O n l y  t h e  P e t j  t i o n e r  o f f e r e d  e x p e r t  t e s t i m o n y .  M s .

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

M i t t e n  i s  a  m e m b e r  o f  t h e  A p p r a i s a l  I n s t i t u t e  a n d  h a s  t h e  M A I

d e s i g n a t i o n .  S h e  h a s  b e e n  q u a l i f i e d  a s  a n  e x p e r t  i n  L h e  f i e l d  o f

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

a c c e p t e d  h e r  a s  a n  e x p e r t  w i t n e s s  a n d  r e c e i v e d  h e r  t a x  y e a r  1 9 9 2

r n n r r  i  c :  I  r o n 2 ; f  i n  e v i - d e n c e .  S h e  t e s t i f  i - e d  t o  a  m a r k e t  v a l - u e  o f* _ v H '

$ 3 9 , 0 0 0 , 0 0 0  f o r  t h e  s u b j e c t  p r o p e r t y  a s  i m p r o v e d ,  i n c l u d i n g  l a n d

a n r i  h r r i  l  c l  i  n o  -  f o r  t h e  v a l u a t i o n  d a t e  o f  , T a n r r a  r r z  l  .  I 9 9 I .  T h e| L v L v q l l u u l y l t

C o u r t  f i n d s  M s .  M i t t e n  t o  b e  a  c r e d i b l e  w i t n e s s  a n d  f i n d s  t h a t

h e r  v a l u e  a c c u r a t e l v  r e f l e c t s  " e s t i m a t e d  m a r k e t  v a l u e "  a s

r r a f  i  n a A  r - r r r  n  c .  c o d e  s  4 1 - 8 0 2  ( 4  )  ( 1 9 9 0  R e p I .  )  H e r  t e s t i m o n y  i s

s u p p o r t e d  b y  h e r  a p p r a i s a l  r e p o r t .

L 2 .  M s .  M i t t e n  c o m m e n c e d  h e r

i m n r o r r e d  l ' r r z  o h s e r r r i  n o  f  h e  r e a l -

t h a t ,  d s  o f  t h e  v a l u a L i o n  d a t e ,  t

e s t a t e  r e c e s s i o n .  V a c a n c y  r a t e s

va lua t i on  o f  t he  p rope r t y  as

es ta te  marke t .  She  t es t i f i ed

h ^  m r  - L a +  o n f  o r i  n n  I  r a -  
- l

l l Y  l l t d I  N c  L  w d >  E l l  L E r  f  r l v  q  !  c d  t

w e r e  i n c r e a s i n g  a s  n e w l y



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

o f  o f f i c e  s p a c e .  S h e  a l s o  o b s e r v e d  t h e  n e i q h b o r h o o d  a s  o f  t h e

v a l - u a t i o n  d a t e .  M s .  M i t t e n  t e s t i f i e d  t h a t  w h i f e  t h e  F r a n k l i n

S q u a r e  a r e a  w a s  i m p r o v i n g ,  t h e r e  w a s  s t i l t  a  r e l u c t a n c e  t o  m o v e

i n t o  t h e  a r e a ,

1 3 .  M s .  M i t t e n  t h e n  o b s e r v e d  t h e  c o n d i t i o n  o f  t h e  p r o p e r t y

o n  t h e  v a l u a t i o n  d a t e ,  J a n u a r y  r ,  1 9 9 1 .  S h e  t . e s t i f i e d  t h a t  t h e

p r o p e r t y  w a s  r e a l l y  t w o  d i f f e r e n t  b u i l d i n g s :  t h e  o l d e r  L a n d m a r k

B u i l d i n g  b u i l t  i n  1 9 1 3  a n d  t h e  n e w  E a s t  B u i l d i n q  b u j - l t  i n  1 9 8 2 .

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

L a n d m a r k  b u i l d i n g  h a s  a  s m a l r  f  , l - o o r  p l a t e .  T h e  e n t i r e  p r o p e r t y

w a s  9 5 2  f e a s e d  a s  o f  t h e  v a l u a t i o n  d a t e .

L4 .  Fo r  pu rposes  o f  t r i a l ,  Ms

assesso r ' s  I and  va lua t i on  o f  $29 ,259 ,210

M i t t e n  a c r - e n L e d  L h es v v v  v

1 5 .  f n  e s t i m a t i n g  t h e  v a l u e  o f  t h e  w h o f e  p r o p e r t y ,

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

s a l - e s  c o m p a r i s o n ,  c o s t  a n d  i n c o m e  c a p i t a l i z a t i o n .  S h e  r e j e c t e d

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

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

n e a r l y  n e w  i m p r o v e m e n t s .  M s .  M i t t e n  r e l i e d  i n s t e a d  o n  t h e  i n c o m e

^ - ^ . ; f  - l ;  - - ! . 1  ^ l  a n n f O a r - h  h F r - - , , ^ ^  ^ l - ^  ^ - r r J  m n q l -  n n f  a n f  i : l  l - r r t r z o r qu a y a  L c l . r r  L o . L L \ ) L L  q I J v r v q v r r  u s u d U S e ,  S I I e  $ d I _ ,

wourd  use  t h i s  me thod .  To  a r r i ve  a t  an  i nd i ca t i on  o f  va lue  by



t he  i ncome approach ,  Ms .  M i t t en  examined  the  i ncome and  expense

h i  s t o r r r  f o r  t h o  n r n n a r f  r r  f o r  f o t r r  v e a r . S  b e t W e e n  I 9 B 7  a n d  1 9 9 0 .

S h e  a f s o  r e v i e w e d  t h e  r e n t  r o l l - s  a n d  l e a s i n g  h i s t o r y  f o r  t h e

b u i l d i n g .  M s .  M i t t e n  t e s t i f l e d  t h a t  s h e  u s e d  t h e  a c t u a l  r e n t s

r e r - e i r r e c l  h r r  P e t i t i o n e r  f o r  t h e  s n a c e  a r - f r r a l l r r  
' l  e : s e d .  F o r  t h e

r z a r - a n t  q n : . p  -  ^ r ^ ^  - ^ "  i  ̂ '  ' ^ r  r e n f  a  l  r - c l m n a r a b l e s  a n d  d e t e r m i n e d  a nv q u q r l u  J y q v E ,  J r l g  I c v I g w v L l  r E l r L q r  u v r r r } J q

e c o n o m i c  r e n t  o f  $ 2 6 . 0 0  p e r  s q u a r e  f o o t  f o r  t h e  v a c a n t  s p a c e  i n

t h e  E a s t  B u i l d i n g  a n d  $ 2 2 . 0 0  p e r  s q u a r e  f o o t  f o r  t h e  v a c a n t

q n e r - F  i  n  1 - h e  L a n d m a r k  B u ' i  l c l  i  n o  -  M s  -  M i  t t e n  a c l c l e c l  n a  r k i  n o  i  n r : o m e

o f  $ 3 3 9 , 3 4 2  w h i c h  e x c l u d e d  i n c o m e  f r o m  s p a c e s  i n  t h e  v a u l - t  s p a c e

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

f o r  C P I  a n d  o p e r a t i n g  e x p e n s e s .  M s .  M i t t e n  s u b t r a c t e d  $ 2 1 2 , 8 8 5

i n  e x c e s s  r e a l  e s t a t e  t a x  p a s s - t h r o u q h s .  T h i s  r e s u l t e d  i n  a

t o t . a l  p o t e n t i a l  g r o s s  i n c o m e  o f  $ 6 , 4 ! I , 6 2 5 .  F r o m  t h i s  f i g u r e ,

s h e  s u b t r a c t e d  a  s t a b i l i z e d  1 Z  v a c a n c v  a n d  r e n t  l o s s  f a c t o r  t o

a r r i v e  a t  a n  e f  f e c t i v e  g r o s s  j - n c o m e  o f  $ 5 , 9 6 2 , 8 1 7 .

15 .  Ms .  M i t t en  s tab i l i zed  expenses  a t  $6 .08  pe r  squa re

€ ^ ^ r  L ^ ^ ^ r  ^ n  t h e  r r n e r A f i n n  e r < n e n q e  h i q l - o r r z  a f  l _ h e  q r r h i e r - t  a n c lI U U L T  l J c l D U \ . 1  \ J r r  L r r u  v l J u ! q u r r r y  E  l J E r r o g  l l r -  * - - j  J u p J E U u  q l r u

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

s u b j e c t ' s  1 9 9 0  e x p e n s e s  w e r e  a t  $ 5 . 8 0  a n d  t h e  r a n g e  r e p o r t e d  f o r

t h e  c o m p a r a b l e s  w a s  $ 5 . 5 0  t o  $ 8 . 2 5  p e r  s q u a r e  f o o t ,  e x c l u d i n g

r e a . l -  e s t a t e  t a x e s  .  M s  .  M i t t e n '  s  n e t  o p e r a t i - n q  i n c o m e  w a s

$ 4 ,  5 0 0 ,  B  1 1  .  M s  .  M i t t e n  t h e n  a p p l i e d  h e r  c a p i t a l i z a t i o n  r a t e  o f



. 11382  t o  t he  ne t  ope ra t i ng

va l -ua t i on  o f  $  3  9 ,  5  43  ,  235  .

' i  n a ^ - o  a €  c  /  5 0 0 ,  B  1 1  t o  r e a c h  t h eY 1 l

Ms M . i  i .  i -  o n  d a r r a l  n n a d  l - r o -  n r n . i  I  a l i Z a t i O n  f  a t e  r r s i  n o  f  h ev q u f u q r r a u L r v l l  ! q u 9  u J r t r y  L l r E

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

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

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

w e  i o h t e c l  . n m D o n e n t  O f  t h e  m n r J -  - : ' A r , F  : n c i  e r r r r i  j - r z  / - . ) lw s t y r r L s u  u v r r r p ( J l l C l l L  O I  L I l e  , - i n p o n e n t s  t O

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

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

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

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

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

t e r m s ,  a n d  t h e  o p i n i o n s  o f  t h e  A p p r a i s a l  r n s t i t u t e .  A l 1  o f  t h e

s o u r c e s  e x a m i n e d  p o i n t e d  t o  a  c a p i t a l i z a t i o n  r a t e  o f  9 . 2 2  t o

9 . 3 2  f o r  J a n u a r y  r ,  1 9 9 7  n o t  i n c l u d i n g  t h e  t a x  r a t e .  ( T h e  h i g h e r

t h e  c a p i t a l i z a t i o n  r a t e ,  t h e  l o w e r  t h e  v a I u e . )  T h e  c o m p a r a t i v e

r i s k  a n d  l a c k  o f  l i q u i d i t y  o f  a  r e a l -  e s t a t e  i n v e s t m e n t  s u g g e s t s

t h e  r e q u i r e m e n t  o f  h i g h e r  y i e l d  r a t e s  t h a n  t r e a s u r y  b o n d s .  S h e

a p p l i e d  f a c L o r s  b a s e d  u p o n  a  1 2 %  m o r t g a g e  a t  9 . 5 ?  f o r  3 0  y e a r s

f o r  a  c o n s t a n t  o f . 1 0 1 .  S h e  e s t i m a t e d  t h e  e q u i t v  d i v i d e n d  r a t e

a t  1 . 0 2 .  H e r  c o n c l u s i o n  w a s  . I I 3 B 2 ,  i n c l u d i n g  t h e  t a x  r a t e .

M s .  M i t t e n  t e s t i f i e d  t h a t  a m o n g  o t h e r  t h i n g s ,  s h e  t o o k  i n t o

a c c o u n t  t h e  C o u r t  o f  A p p e a l s '  v i e w  o f  a n  a p p r o p r i a t e

L7
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cap i ta l i za t i on  ra te  as  exp ressed  i n  Rock  Creek  pLaza -  Woodner

L td .  v .  D i s t r i c t  o f  coLumb ia ,  466  A .2d  857 ,  B5B  (D .c .  1983 ) .  "A

number  r ep resen t i ng  t he  pe rcen tage  ra te  t ha t  t axpaye rs  mus t

recove r  annua l l y  t o  pay  t he  mor tgage ,  t o  ob ta i n  a  f a i r  r e tu rn  on

taxpaye rs  equ i t y  i n  t he  p rope r t y  and  t o  pay  rea l ,  es ta te  t axes .  "

Ms .  M i t t en  made  c rea r  t ha t ,  excep t  f o r  t he  t ax  ra te ,  wh i ch  i s

f i xed  by  l aw ,  a t I  t he  o the r  componen ts  i n  t he  f o rmu la  she  used

to  de r i ve  t he  cap i t a l i za t i on  ra te  we re  se fec ted  f r om the  marke t .

The  Cou r t  f i nds  t ha t  t he  ove ra l l  cap i t a l i za t i on  ra te

deve loped  by  Ms .  M i t t en  i s  c red ib l e  and  s t r ong ry  suppo r ted  by

the  ev idence  and  t he  range  o f  f ac to r s  t ha t  she  cons ide red .  The

Cou r t  t he re fo re  adop ts  f o r  t ax  yea r  1992  t he  cap i t a f j - za t i on  ra te

o f  . 11382 .  The  cou r t  r e j ec t s  t he  cap i t a l i za t i on  ra te  u rqed  bv

the  D i s t r i c t  o f  Co lumb ia .

18 .  Ms .  M i t t en  t hen  deduc ted  $500 ,000  t o  co r rec t  p rob fems

in  t he  basemen t .  These  p rob lems  i nc l uded  f l ood ing  and  s t r uc tu ra l

suppo r t s  unde rp inn ing  t he  s i dewa l ks .  A f t e r  t hese  deduc t i ons  he r

f i na l  va l ue  rounded  i s  $39 ,000 ,000 .

1 9 . M q M i t t e n  t e s t i f l e d  t h a t  s h e  e x a m i n e d  t h e  m a r k e t  a n d

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

t h e  c o m p a r a b l e  s a l e s  m e t h o d .  S h e  n o t e d  t h a t

1 9 9 0 ,  t h e  n u m b e r  o f  s a l e s  d e c r e a s e d  s i g n i f i c a n t l y .

de te rm ined  a

make  use  o f

h o n i n n i n a  i n

1 1



20 .  Ms .  M i t t en  a l so  commen ted  upon  t he  assessmenr

pe r fo rmed  by  Mr .  Hove rma le .  She  t es t . i f  i ed  t ha t  t . he  assesso r

fa i l ed  to  accoun t  f o r  t he  ac tua l -  i ncome and  expenses  a t  t he

s t t h i e r - f  n r o n e r t r r  A s  f o r  t l - ' ^  - - ^ - r  ^  n a n ' i f : l  i  z : i - i n n  r : l - a  q h oJ U v J E V U  I J ! V V s r  L y .  n J  ! V r  U r l C  d D J ( : > > ( J !  >  u q I J r L q r r 6 q u f  v . .

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

d e r i v e d  f r o m  t h e  s a m e  s a l e s  w a s  i n c o r r e c t  a n d  f l a w e d .  M s .  M i t t e n

a l s o  t e s t i f i e d  t h a t  M r .  H o v e r m a l e ' s  c a p i t a l i z a t i o n  r a t e  d i d  n o t

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

a n d  m o r t g a g e .

2 I .  T h e  C o u r t  f i n d s  t h a t  t h e  s t a b i l i z e d  i n c o m e  a n d  e x p e n s e

a q f  i m r r - a r l  h v  t h e  e x n e r f  -  M s _  M i f f e n -  a r e  m o f e  C f e d i b l e  a n d  b a S e d9 . : I / 9 !  U ,

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

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

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

c l -  r n n n  I  r r  o r r n ^ A r i .  a r )  t - r r r  I  h a  e V i d e n C e  a n d  t h e  r A n . r F  n f  f  a C t O f  S  t h a tu  v  ! v u r t u u  q r l u  u l r u  ! q t r y u  v I  L

s h e  c o n s i d e r e d .

2 2 .  A c c o r d i n g l y ,  t h e  C o u r t ,  h a v i n g  a d o p t e d  M s .  M i t t e n ' s

t e S t i m O n v  ( l l n n n n n c a d  l - r r r  a n \ /  o f h c r  e x n e r t  w i t n e s s )  f i n d S  t h a tJ  r  * , , " t  v z \ y v !  u r r u r r  /  t

t he  marke t  va fue  and  assessmen t  f o r  t he  t ax  vea r  1992  i s

$39 ,000 ,000 .
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Th i s  Cou r t  has

D .  C .  Code  SS  41  -825

CONCLUSIONS OF I.AW

i r r r i s c J  i r : f i o n  o \ / e r  f h i s  a n n e A ' l  n r r r s t r a n t  t o

and  47 -3303  (  1990  Rep I .  )  .  The  Supe r i o r

Cou r t ' s  r ev i ew  o f -  t - - .
A  L d X  A S S C S S M E N t n o \ r o -  t h e r e f o r e

t  v r r v - v ! \

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

c .  1980) Pe t i t i one r

i s  de

r e q u i r i n g  c o m p e t e n t  e v i d e n c e  t o  p r o v e  t h e

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

bea rs  t he  bu rden  o f  p rov i  ng  t ha t  t he  assessmen t  appea led  f r om i s

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

A . 2 d  2 0 ' 1 ,  2 I I  ( D . C .  1 9 8 7 ) .  H o w e v e r ,  p e t i t i o n e r  i s  n o t  r e q u i r e d

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

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

S e e  B r i s k e r  v

986 )

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

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

1 s t  o f  t h e  y e a r  p r e c e d i n g  t h e  t a x  y e a r . "  D i s t r i c t  o f  C o l u m b i a  v

Wash lng ton  She ra ton  Co rp . ,  499  A .2d  109 ,  7 I2  (D .C .  1985 )  ( c i t i ng

D .C .  Code  S  41 -820 (a )  ( 1990 )  ) .  The  es t ima ted  marke t  va fue  i s

de f i ned  as :

O n e  H u n d r e d  p e r  c e n t u m  o f  t h e  m o s t  p r o b a b l e  p r i c e
a t  w h i c h  a  p a r t i c u l - a r  p i e c e  o f  r e a l -  p r o p e r t y ,  L f
e x n o s e c l  f o r  q a I e  i n  t h e  o D e n  m a r k e t  w i t h  a  r e a s O n a b l e
t i m e  f o r  t h e  s e l l e r  t o  f i n d  a  p u r c h a s e r ,  w o u l d  b e
e x n e r : t e c l  t  o  t r a n s f  e r  r r n d e r  n r F \ r a  i  I  ' i  n o  m a  r k c +u ^ y u u L u u  u v  L L d L I J I C I  u l l u s !  y ! E V q r r f  r r g  l L t q r  N C L

c o n d i t i o n s  b e t w e e n  p a r t i e s  w h o  h a v e  k n o w l e d g e  o f  t h e
u s e s  t o  w h i c h  t h e  p r o p e r t y  m a y  b e  p u t ,  b o t h  s e e k i n g  t o
m a x i m i - z e  t h e i r  g a i n s  a n d  n e i t h e r  i n  a  p o s i t i o n  t o  t a k e
a d v a n t a g e  o f  t h e  e x i g e n c i e s  o f  t h e  o t h e r .
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D . C .  C o d e  S  4 1 - 8 0 2 ( 4 )  ( 1 9 9 0 ) .

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

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

l - r e a r i n o  o n  f h e  m a r k e t  v a l u e  O f  t h e  r e a . l -  n r o n e r f r z  i n r : l r r c l i n o -  h r r t! e q f  u ! v y u t  u J  ! t t v r u u r r r v ,  p a w

no t  r im i t ed  t o ,  sa l - es  i n f o rma t i on  on  s im i l a r  t vpes  o f  r ea l

p rope r t y ,  mo r tgage ,  i ncome  ea rn ing  po ten t i a l  ( i - f  any ) ,

zon ing ,  and  gove rnmen t  imposed  res t r i c t i ons . "  D .C .  Code ,  S  41 -

820 (a )  ( 1990 ) .

Pe t i t i one r  has  me t  t he  bu rden  o f  p rov ing  t he  i nco r rec tness

o f  t he  assessmen t  by  show ing  t ha t  i t s  own  app ra j - sa l -  i s  mo re

accu ra te  t han  t he  D i s t r i c t ' s  assessmen t ,  no t  me re l y  d l f f e ren t .

See  YWCA v .  D i s t r i c t  o f  Co lumb ia ,  J31  A .2d  849 ,  852  (D .C .  1999 ) .

A l so ,  t he re  i s  su f f i c i en t  compe ten t  ev i dence  on  t he  reco rd  f o r

t he  Cou r t  t o  de te rm ine  t he  f a i r  ma rke t  va lue  o f  t h i s  p rope r t y .

when  a  t axpaye r  appea l s  an  assessmen I  t o  t h i s  cou r t ,  t he  cou r t

can  a f f i rm ,  cance l - ,  r educe  o r  i nc rease  t he  assessmen t .  D .C .  code

S  47 -3303  (1990  Rep l .  )  .

I n  Wash ing ton  She ra ton  Co rp . ,  t he  Cou r t  s t a ted  t ha t  " Iw ]hen

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

O f  t i m C -  i l - q  ^ - ^ F  i - ^ ^  a - - . 1  a +  + l - ^  n r n i o n t i n nv r  L r l L u ,  ! u r  p d S L  e a f n l n g S  a S S J . S t  t n e  a S S e S S O f  l - n  E , - )

f u t u r e  e a r n i n g  a b i l i t y . "  W a s h i n g t o n  S h e r a t o n  C o r p . ,  4 9 9  A . 2 d  a t

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

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

a n  l n c o m e -

n r n n a r 1 -  r r /  q

a  r e l i - a b l ef u t u r e  i n c o m e .  S e e  I d a l l g ! g ! u ! g t
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es t ima te  f o r  t he  s tab i l i zed  ne t  ope ra t i ng  i ncome  o f  t he

n r n n a r t -  r r  i - l - r a  D i s t r i c t  m u s t  c o n s i d e r  n o t  o n l  v  m a r k e 1 -  r : o n c l i  t  i  o n s  -l , L v | / v L  
L f  t  r r v L  v r r r J  l r l q r  n  E u  v v r r v l  L l v t r J ,

bu t  t he  expe r i ence  o f  t he  p rope r t y  as  we l - I .  Ms .  M i t t en  d i d  j us t

+ l ^ - f
L l l O  L  .

T h e  c a p i t a l i z a t i o n  r a t e  u s e d  b y  t h e  a s s e s s o r  i n  t h i s  c a s e

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

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

e v i d e n c e .  T h e r e  i s  n o  s h o w i n g  t h a t  i t  w a s  d e r i v e d  f r o m  f i n a n c i a l

a n d  e c o n o m i c  i n f o r m a t i o n  a v a i l a b f e  i n  t h e  m a r k e t  p 1 a c e .  T h e

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

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

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

s u b s t a n t i a l  n e g a t i v e  c a s h  f l o w .  T h i s  n e g a t i v e  c a s h  f l o w  j - s

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

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

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

d u r i n g  I 9 9 I  w h e n  t h e  p r o p e r L y  p r o d u c e d  a  n e g a t i v e  c a s h  f f o w

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

b e i n g  r e c e s s i o n a r y .

T h e  C o u r t  m u s t  w e i q h  a l l  t h e  e v i d e n c e  t o  d e t e r m i n e  w h i c h

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

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

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

H a v i n g  c o n s i d e r e d  t h e  t e s t i m o n y  a n d  t h e  a p p r a i s a l  r e p o r t  a n d
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hav ing  re j ec ted  t he  t ax  assessmen t ,  t he  cou r t  se t s  f o r t h  t he

reasons  i t  accep ts  the  on l y  o the r  ev idence  o f  va l -ua t i on

p resen ted  a t  t r i a l .

val-

S e e

T n c

T h e  C o u r t  h a s  g e n e r a J - 1 y  r e c o g n i z e d  t h r e e  a p p r o a c h e s  t o

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

I n r : q h i  n a r a n  e l - r o r : r n n  ( - n r n  ,  4 9 9  A . 2 d  a t  1 1 3 ;  S a f e w a v  S t o r e sn u v r r 4 r r y u v r r  v r r v ! u L v r r  v v ! V .  r  L L J ,  U q l g w q

v .  D i s t r i c t  o f  Co lumb ia  , 525  A .2d  20 - /  ,  209  (D .C .  1987 )  .  The

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

a n d  b o t h  r e ; e c t e d  t h e  c o s t  a p p r o a c h .  M r .  H o v e r m a l e  r e j e c t e d  t h e

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

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

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

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

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

- * ^ - ^ - ^ r -  i ^  ' h e  n r e f e r r e d  m e t h o d  f o r  v a l r r i  n o  i n c o m e - n r o d r r r - i n r ro I J V r U a U r l  I J  L r r e  y ! L ! L r  I  E u  l L l U L l l U ( l  I U I  .  * - - . ^ . . y

p rope r t i es .  See  1015  15 th  s t r ee t .  N . l r j . .  Assoc ia tes  L im i t ed

Pa r tne rsh ip  v .  D i s t r i c t  o f  Co lumb ia ,

(Sup .  C t .  November  13 ,  1984 ) .

Tax  Docke t  No .  3266 -83

T h e  C o u r t  e x a m i n e d  t h e t e s t i m o n y  a n d  e v i d e n c e  a n d

de te rm ined  t ha t  t he  ev idence  suppo r ted  Ms .  M i t t en ' s  op in i on  as

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

t r q o d  =  - a n i  f  r l i Z a t i O n  f a t e  r ^ r h i  c h  : m ^ n n  o t h e r  t h i  n o s  m e t  t h e  R O C ku r r ! r r Y  J  r r r

U I g U N i - a q f  A n  o v n A r l - '  q l - o s f i m n n \ /  m : \ ,  n n 1 -  = r ] - ' i l - - a r i  l r r  h oL e J L a r i l v r r y  r l r q y  l l v L  a L p L  L I o r f  t y  u E

d i s r e g a r d e d ,  d i s b e l i e v e d ,  o r  r e j e c t e d .  " W h e n  t h e  t r i a l  C o u r t
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r e j ec t s  t he  t es t imony  o f  t axpaye rs ,  expe r t ,  t he re  mus t  be  some

bas is  i n  t he  reco rd  to  suppor t  t he  conc lus j_on  . . . t ha t  t he

ev idence  o f  t he  t axpaye rs '  w i t nesses  i s  unwor thv

R o c k Creek  PLaza , 466  A .2d  a t R q q  / n i 1 - ' i n n
\  v r  u f  r r Y

o f  b e l i e f  .  " '

C u l f e r s  v .

Commiss ione r ,  231  F .2d  6 I I , 616  (B 'n  c i r  1956 )  )

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

t h a t  a  p r e p o n d e r a n c e  o f  t h e  e v i d e n c e  . q . n n o r r  q  a  f  i g u r e  o f

$ 3 9 r  0 0 0 , 0 0 0  a s  t h e  a s s e s s e d  v a r u e  f o r  f  h e  s r r h i c r - j _  p r o p e r t y  a s

p r o p o s e d  b y  M s .  M i t t . e n  f  o r  t a x  y e a r  1 9 9 2 .

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

i m p r o v e m e n t s  m u s t  b e  i d e n t i f i e c l  s e r l a r a l _ s l y .  D . C .  C o d e  S  4 j - B 2 I

( a )  ( 1 9 9 0  R e p 1 . ) .  T h e  p a r t i e s  d i d  n o t  c o n t e s t  t h e  v a l - u e  t h a t  t h e

D i s t r i c t ' s  a s s e s s o r  a s s i g n e d  t o  t h e  l a n d  f o r  t a x  y e a r  r g 9 2 .

T h e r e f o r e ,  a s  s t a t e d  p r e v i o u s l y ,  t h e  C o u r t  a d o p t s

s29 ,259 ,216  as  t he  va lue  o f  t he  l and .  The  rema in i ng  po r t i on  o f

t he  assessmen t  i s  a l - l oca ted  t o  t he  bu i l d i ng .  Fo r  t ax  yea r  r gg2 ,

t he  Cou r t  f i nds  t ha t  Ms .  M i t t en ' s  va lue  o f  $39 ,000 ,000  i s

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

1VLt h e r e f o r e  b y  t h e  C o u r t  t h i s

,  2 0 0 4

l  - , ,  ^ Fu o y  u rI t  i s
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ORDERED,  tha t  t he  assessed  va lue

i s  reduced  and  de te rm ined  to  be  as

1992 :

L a n d

T m n r n r r a m o n 1 -  q

T o t a  I

f  n r  i -  h o  e r r h i, * - Jec t  p rope r t y

f o l l ows  f o r  t he  t ax  yea r

$29  , 259  , 21  6

9  , 1  40  , ' 124
$39 ,000 ,000

I t  i s  f u r t h e r

O R D E R E D ,  t h a t  t h e  a s s e s s m e n t  r e c o r d  c a r d  f o r  t h e  p r o p e r t y

m a  i  n t  a  i  n e c l  l r r ;  t h e  D i s t r i c t  s h a  I  I  b e  a c l i  r r . s t e d  t o  r e f  l e c t  t h e

va lue  de te rm ined  bv  t h i s  o rde r .

I t  l s  f u r t he r

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

n r o n n s e d  - i  r r d a r l g p l  O f d e f  O f  . . ) m n r r f  a f  i n n  o f  n \ / F r  n a \ , f m e n f  n r n r r i d  i n r lL q L r v r l  v v e !  y q J r r r v l l L  l : / r v v r u r r r Y

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

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

c o m p u t a t i o n  p u r s u a n t  t o  S u p e r i o r  C o u r t  T a x  R u f e  1 4  s h a l l  b e

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

o f  t h i s  O r d e r .  \

J U D G E  W E N D E L L  P .
S i g n e d  i n

GARDNER,
chambers

JR

\ l
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cop ies  to :

T a n j a  H .  C a s t r o ,  E s q .
H o l l a n d  &  K n i g h t  L L P
2 0 9 9  P e n n s y l v a n i a  A v e n u e ,  N . W .
S u i t e  1 0 0
W a s h i n g ' t o n ,  D .  C .  2 0 0 0 6

J o s e p h  F .  F e r g u s o n ,  E s q .
A s s l s t a n t  C o r p o r a t i o n  C o u n s e l ,  D . C .
4 4 I  4 t h  S t r e e t ,  N . W .
F o u r t h  F l o o r  N o r t h
W a s h i n g t o n ,  D . C .  2 0 0 0 I

P h i I  B r a n d
D i - r e c t o r ,  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
9 4 I  N o r t h  C a p i t a l  S t r e e t ,  N . E .
W a s h i n g t o n ,  D .  C .  2 0 0 0 2

L :  \ 5 2 3 : i .  T A X .  I O F .  D R A F ' I ' .  ]

M K W
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