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Office Building
Property Taxes
Remain High

Presenting The
Right Arguments Can Often
Win Tax Reductions

The commercial office building
market is in crisis with challenges
pushing in from all sides, As
debt pressures increase and
tenants become harder to find,
property owners’ problems are
intensified by the crushing burden
of their real estate taxes. And
some jurisdictions still continue
L0 INCTeAse Propony haxes.

Take Action

As an office property owner, your
rezaction should be o consider
filing a property ax appeal. In
most jurisdictions strict statutes
of limitation deadlines and
detailed procedures exist
regarding appeals. You need to
gather the facts and arguments
that show how your property
has declined in value and how
your income has fallen. A recent
income and expense statement
and a detailed rent roll are

indispensible. The following
offer a number of facts and
arguments to consider in present-
ing your case 1o the assessor.

Reduced Value Arguments

Since assessors look at a
hypothetical sale value for your
propenty, recent comparable
sales of office propenies often
provide important indicators of
that value. The credit freeze
makes refinancing or new
borrowing extremely difficult.
Thus, selling a property becomes
all but impossible.

Consequently, the lack of recent
sales strongly demonstrates the
loss in market value, You should
argue that sales which ook
place early in 2008 are irrelevant
to current values, since the
market has changed so
dramatically. The magnitude of

the decline becomes the subject
of a negotiation conducted by
vou and your property tax
representative with the assessor
or the review board.

Outline in detail vacancies and
rent arrearages taking place at
VOour propery or even in
competing properties. High
vacancies in the marketplace
mean lower rents on renewals
and a risk that your tenants may
leave or that vacancies will not
be eliminated. Rent arrearages
and defaults may be of recent
origin and the taxing authority
may not be aware of these
changes when your assessments
were estimated. Showing cur-
rent rent rolls or recent collection
declines go a long way toward
proving lower values.

In a declining market, vacancies
are not an opponunity to
achieve a higher renewal rent
but quite the opposite, a
harbinger of tough times ahead.
Often statisticians’ rent studies
use out-of-date or largely
incomplete data. However, you
provide the best source of
documents o illustrate the loss
of value on your buildings.

If your property caters Lo a
specialty segment of the
economy, this could argue for a



reduced value. Your potential
pool of tenants is smaller and
vacancies may be more
pronounced for longer periods;
worse still, your industry may be
in decline, In your presentation
to the assessor, be sure to explain
the rent concessions, new base
year tax stops, tenant improve-
ments and other give backs o
new tenants as well as specialty
market problems that have taken
place at your property.

Falling Income Arguments

You may need to promise
significant building upgrades to
secure new tenants. Some land-
lords commit o doing these
upgrades in order 1o make their
buildings stand out in the market.
These costs obviously erode the
profitability of the property and
should be taken into account by
deducting or amortizing them as
an additional expense item.
Often, GAAP accounting leaves
out these elements.

A growing default rate now
plagues many classes of tenants,
which include retail, restaurants,
hedge funds, law firms, charities,
banks and other financial
institutions, The presence of
these enant classes on your rent
roll makes your income stream
suspect. If prospective
purchasers feel these tenants
have a higher likelihood of
going under or downsizing or
asking for rent reductions, then
the price they might pay for your
property would be far lower
than assessors’ expectations,
Therefore, your assessment
should be lower even if your
income has not yet dropped.

Collective bargaining agreements
and operational costs of all kinds
have increased, lowering profit

margins. Age and condition
reports should be made available
o assessors, since they support
rising maintenance and repair
costs. Then, o, municipalities
sustain increasing costs, which
they pass on 1o your buildings
and at the same time they
reduce services such as police
and sanitation, which affect
value.

Compile and document costs for
needed capital improvements o
upgrade your property’s infra-
structure, such as elevators,
cooling towers, emergency
power generators, sidewalk
replacement, facade and window
replacement, mold and asbestos
remediation. The value of your
propery is impacted even if you
haven't spent the money yet.
You can bet the hypothetical
purchaser will deduct this from
the price he would be willing

Lo pay.

No one questions the greater risk
of owning office properties
today, given the changing detw/
equity ratios and scarce credit.
Thus, capitalization rates are

clearly on the rise. By how much,
that's a major issue o be fought
out with the taxing jurisdiction,

Today, in all likelihood, external
conditions in your locality signal
a significant change in market
values because major employers
that once acted as catalysts for
market growth are faltering.
Wherever we look, manufacturing,
adventising, home building or
financial institutions, we see
plants and businesses closing,
personnel lay offs, consolidations
and businesses moving away.

These economic dislocations
cause a snowhall effect on so
many other businesses, resulting
in lower demand for office
space, lower rents and higher
vacancy for a long time into the
future, These are not speculative
events, They have already
impacted your properties.

The time to demand a substantial
cut in tax values is now because
vour values may have declined
40 1o 500 alreacly, but your taxes
have not fallen appropriately.
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APTC Firm Contacis

Our members would be more than
happy o answer any questions you
may have or to discuss any issues
brought o mind by this Newsletter.
Please call or email your local APTC
member firm listed below:

California

John D, Cahill, Esq.

Cahill, Davis & O'Neall, LLP
Phone: 213-622-0600

Email: jde@cahilldavis.com

Connecticut

Elliott B, Pollack, Esq.

Pullman & Comley, LLC

Phone: 860-424-4340

E-mail: ebpollack@pulloom.com

District of Columbia

Stanley ], Finenean, Esg,

Wilkes Artis, Chartered

Phone: 202-457-7829

E-mail: sfineman@wilkesartis.com

Florida

Jeffrey L. Mancller, Esg.

Berman Rennert Vogel & Mandler, PA.
Phone: 305-577-4177

E-mail: jmandler@brvmlaw.com

Jelfrey Mandler has concentrated his Law
practice in the ad valorem tax area for
28 years.

Georgia

Lisa F. Stuckey, Esq,

Ragsdale, Beals, Seigler, Patterson &
Gray, LLP

Phone 404-588-0500

Emuail: Istuckey@spa.com

Idaho

Norman J. Bruns, Esg,

Garvey Schubem Barer

1191 Second Avenue, Suite 1800
Seattle, WA 98101-2939

Phone: 200-404-3939

E-mail: nbruns@gshlaw.com

Minois

James P Regan, Esq,

Fisk Kam Katz and Regan, Lid,
Phone: 312-726-1833

E-mail: jregan@proplax.com

Kansas

Lincla Terrill, Esg.

Neill, Terrll & Embree, 1.C,
Phone: 913-814-8900

Email: herrill@maxappealfirm.com

Maine

Davidl G, Saliba, Esg.

Saliba & Saliba

Phone: 617-227-8640

Enmuail: chwvicdg@attys=aliba.com

Maryland

Eric 5. Kassoll, Esqg

Wilkes Anis, Chartered

Phone: 202-457-T805

Email: ckassoff@wilkesartis.com

Massachusetis

David G. Salilxa, Esq.

Saliba & salila

Phione: 617-227-8640

Email: chwvicdg@atvssaliba.com

Michigan

Michael B. Shapiro, Esqg.

Honigman Miller Schwanz and Cohn, LLP
Phione: 313-465-7622

Email: mshapiro@honigman.com

Minnesota

John Gendler, Esq.

Smith, Gendler, Shiell, Shelf, Ford
& Maher, PA

Phone: 612-332-1000

E-mail: jpendleriproptaxkaw.com

Mississippl

Christopher 5. Pace, Esq.

Watkins, Ludlam, Winter & Stennis, PA,
Phone: GO1-040-4900

E-mail: cpace@wakinsludbam.com

Missouri

Jeramae Wallach, Fsg.

The Wallach Law Firm

Phone: 314-997-4050

E-mail: pwallach@wallachlawfirm.com

MNew Hampshire

Dravidl G, Saliba, Esg.

Saliba & Saliba

Phone: 617-227-8040

E-mail: davidg@amyssalibx.com

MNew lersey

Johm Garippe, Esq.
Carippa, Lotz & Giannuario
Phone: 973-744-1688
F-mail: john@axappeal.com

New York State
{(Excluding NYC)

Michael Martone, Esg.

Koeppel Mamone & Leistman, LLE
Phone: 516-747-6300

E-mail; mmanone@taxcen, com

New York City

Joel R Marcus, Esqg.

Marcus & Pollack, LLP

Phione: 21 2-4590- 2900

E-mail: pmarcus@marcuspollack.com

MNorth Carolina

Charles B. Neely, Jr., Esq.

Williams Mullen

Phone: 919-981-4007

E-mail: cneelyv@williamsmullen.com

Frexd Siegel, Exq,

Siegel Siegel Johnson & Jennings Co.,
LEPA.

Phone: 216-T03-1004

E-mail: [siegel@siegelax.com

Oklahoma

William K. Elias, Esq.

Elias, Books, Brown & Nelson, PO,
Twor Leadership Sguare

211 Mewrth Robinson, Suite 1300
Oklahoma City, OK 73102-7149
Phone; 405-232-3722

E-mail: wkelins@eliasbooks.com

Oregon

Dravid L. Canary, Esq.
Garvey Schubert Barer
Phone; 503-228-3939

E-mail: deanary@gsblaw,com

Pennsylvania (Eastern)
John Garippa, Esq.

Garippa, Lotz & Giannusirico
Phone: 215-605-5657

E-mail: john@taxappeal.com

Pennsylvania (Western)

I, Kieran Jennings, Esq.

Siepel Siegel Johnson & Jennings Co.,
LA

Phone: 412-486-2848

E-mail: kjennings@sicgeltax.com

Rhode Island

David G. Saliba, Esq.

Salila & Saliba

Phone: 617-227-8640

E-muail: davidg@amyssaliba.com

Tennessoe

Andrew H. Raines, Esq.

Evans & Petree PC

Phone: 901-525-6781

E-muail: araines@evanspetrec.com

Texas

James Popp, Esq.

Popp, Gray & Hutcheson, LLP
Phone: 512-473-2061

E-muail: jim.popp@propery-as.oom

Virginia

Tlene Baxt Boorman, Fsqg.
Wilkes Antis, Chantered
Phone; 202-457-7.

E-mail: ibaxt@wilkesanis.com

Washington

Morman J. Bruns, Esg.
Garvey Schubert Barer
Phone: 206-i04-3939
E-miail: nbruns@gshlaw.com

Wisconsin

= 414-271-6360
E-mail: ahmarcuvitz@michaclbest.com




