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As a hands-on property investor, one of your primary concerns is to get the maximum

return on your investment. You have gone to great lengths to locate properties with significant
potential, finance them via the most favorable terms, and track the vital elements of your
property’s cash flow. The last thing you need is to watch your property’s value drop as its cash
flow suffers dangerous hemorrhaging... because you’ve been financially wounded by some
unexpected hazard.
And one such serious threat to your investment’s well being is your tax assessment.

The Triple Hit
So, is your property fairly assessed? How do you test your assessments? And how much does this matter?
Consider that taxes typically account for 10 to 30 percent of a
property’s operating expenses, depending to a large extent on the
property type.1 This means that if you’re over assessed, it’s a triple
hit to your investment.
First, there is a loss of income, as a greater portion of your income
must go to paying your property taxes. Then there is loss of value
overall.2 Finally, there is the lost opportunity of what you could have
accomplished with that revenue and value. (Consider how you could
have leveraged the $100,000 of equity that vaporized with a 10%
decrease in value on your $1M property....)

Getting the Value
Right
• Examine tax card for
factual errors;

• Check your property’s
assessment against
comparable assessments;
• Determine your
property’s market value
by comparing sales and
by income analysis.

Checking Your Assessment
In a perfect world, assessments would align with market value and assessments of other similar
properties. But this isn’t a perfect world, and it’s a good idea to test your assessment’s fairness.
A sound approach is first to check for factual errors on your tax card, and then to examine
both comparable assessments and the market value of your property. In this paper, we will
cover how to evaluate comparable assessments and explain how to evaluate market value by
comparing sales and by income analysis.
1. For example, larger non-subsidized multifamily properties generally fall in the 18 to 25 percent range.
2. An over-assessment of just 15% can rob you of 5% percent of value. On a $500,000 property, that’s $25,000.
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In the case of assessments and sales of
similar properties, it’s easy to check the
reasonableness of your assessment.
With income analysis, the process is
somewhat more intricate, but we will
break it down into manageable steps.
In your particular case, not all of these
tests may be necessary; just one may
suffice. But it’s helpful to understand
the bigger picture, and being able to
marshal more proof for your case is
always a good thing.
Reviewing the Tax Card
The best place to begin is with a basic check for factual errors on your property’s
tax card. You simply acquire the tax card from the assessor’s office and review it for
accuracy, paying attention to details such as square footage, age and condition of
the property, and number of rooms. There is little point in jumping into further, more
detailed, approaches until the property’s basic characteristics are established.3
Comparing Assessments
Having established the property’s characteristics as shown on the tax card, the next step
is to compare your property’s assessed value with that of similar properties.
Assessment Case Study: In this example, we will utilize three comparable properties
to compare with the subject’s assessment.
Property

Subject

Assessment
Comp 1

Assessment
Comp 2

Assessment
Comp 3

Assessment

$600,000

$480,000

$625,000

$550,000

Size SF
Units
Avg. Unit Size
Age/Condition

5,000 SF
7 Units
714 SF
1990/Avg.

4,250 SF
6 Units
708 SF
2005/Good

6,500 SF
10 Units
650 SF
1995/Avg.

5,560 SF
8 Units
690 SF
2000/Avg.

$120

$113

$96

$99

$85,714

$80,000

$65,000

$68,750

_

Superior

Slightly Superior

Slightly Superior

Assessment / SF
Assessment /
Unit
Comparison

3. See “Other Factors to Consider” section for more information on factual errors.
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Here, it’s likely that the subject is over-assessed, potentially by a significant amount.
We would expect the subject assessment to be equal to or less than $113 per square
foot/$80,000 per unit – the highest shown by the comparables – and most likely
closer to Comps 2 and 3, at less than $100 per square foot/$70,000 per unit. In fact,
because the assessment comps are all newer properties and of the same or better
condition than the subject, they are superior. Therefore, the subject’s assessment
should be lower than that of all the comparables.
A more refined analysis would narrow the range and provide a more definitive value by
which to gauge the reasonableness of the subject’s assessment. But by comparing
the assessments of similar properties, we have a good basis from which to proceed.
Comparing Sales
Next, we’ll begin looking into the market value of your
property. One way to do this is to examine sales of
similar properties.
First, has the subject property recently sold? Also,
assuming it was an “arm’s length”4 transaction, how
does the price compare with the assessment?

When making a
sales comparison,
it’s vital to take
the all-important
“equalization ratio”
into account.

And here’s a genuine pro tip that is critical to your
analysis: When making this comparison, it’s vital to take
the all-important “equalization ratio” into account. Because most jurisdictions conduct
assessment appraisals periodically, values often change after the assessment date. In
order to track value changes after that date, governmental jurisdictions compare the
sale price to the assessment and calculate a ratio (Assessment ÷ Price = Equalization
Ratio). The ratios from all sales are averaged, yielding an overall equalization ratio for
the jurisdiction.
If property values are increasing, equalization ratios tend to be less than 100%, while
markets trending down will usually have ratios over 100%. It’s called an equalization
ratio because it’s the ratio that will convert, or equalize, the assessed value with
market value.
Ratios over or under 100% are neither good nor bad, as all properties tend to rise
or fall with the market. (For some important exceptions, see the “Other Factors to
Consider” section.)
4. An arm’s length transaction is one that occurred under typical marketplace conditions, in which all of the
parties acted in their own best interests. For example, in an arm’s length transaction, neither the buyer nor
seller is related in any way, and neither is acting out of undue haste or duress.
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Basic case study: We can take the following situation as an example.
• Subject property recently sold for $500,000
• Subject property is assessed for $500,000
• The city equalization ratio is 95%
These figures indicate that the property is over-assessed by $25,000. In other words,
if assessments in the jurisdiction are 95% of sale prices, the subject property’s should
be as well, which would be $475,000.
Additional case study: If the subject has not recently traded, we can look at other
similar properties that have recently sold. Assume the city equalization ratio is 95%.
The table below shows a sales comparison analysis.5
Property
Price
Size SF
Units
Avg. Unit Size
Age/Condition
Price / SF
Price /Unit

Subject

Sale 1

Sale 2

Sale 3

N/A

$450,000

$600,000

$525,000

5,000 SF
7 Units
714 SF
1990/Avg.
_

4,250 SF
6 Units
708 SF
2005/Good

6,500 SF
10 Units
650 SF
1995/Avg.

5,560 SF
8 Units
690 SF
2000/Avg.

_

$106

$92

$94

$75,000

$65,000

$65,625

These sales suggest that the subject’s value is between $92 and $106 per square foot,
or $65,000 to $75,000 per unit. The subject’s value is probably somewhere within
this range – but to begin with, we’ll concentrate on the high end of our comparables
since we’re only concerned with an assessment that might exceed the high end of the
value range. (Again, a more detailed analysis would narrow this range).
Subject Size

Price / SF / Unit

Indicated Value

5,000 Square Feet $106 / SF

$530,000

7 Units

$525,000

$75,000 / Unit

In this case, if the assessment is much over $500,000, the property is probably overassessed. The math here is the $530,000 value (the max shown above) multiplied
by the equalization ratio of 95%, indicating that the property should not be assessed
more than $503,500 (rounded to $500,000). Once again, we see the vital role played
by the equalization ratio.

5. When comparing properties, best practice is to use price metrics, such as price per square foot, unit,
room, and so on.
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Income Analysis
The income approach to value can be a reliable valuation method for properties that
trade based on their income characteristics. Now this method is more complex than
a comparable analysis and contains many variables that influence the value indication.
Given this complexity, this approach can produce a bogus value if not carefully applied.
The basic inputs for the income analysis are as follows:
Input Example
Potential Gross $100,000
Income
Less Vacancy 5%

Notes
Maximum income at 0% vacancy and collection loss. This
estimate should assume market rents, which may be different
than actual rents.
Typical vacancy and collection loss

Effective Gross $95,000
Income

Effective income

Less Expenses $40,000

All expenses, except taxes

Net Operating $55,000
Income
Capitalization Rate 7%
(1) + Tax Rate (2)
Value Indication $785,000
Equalization Ratio 95%
Indicated As- $745,750
sessed Value

Net income (excludes mortgage debt and depreciation)
Cap rate reflects current market investment activity; the effective tax
rate (3) is added to account for the correct tax expense.
Net income / cap rate = value
See narrative above.
The implied correct assessment. An assessment higher than this
amount may reflect an over-assessment.

(1) The capitalization rate (cap rate) is determined by the market. It is the ratio of net income to sale price. In
growth markets the rate tends to trend down, while declining markets often exhibit increasingly higher rates.
(2) The tax expense is based on assessed value, but since that is exactly what we’re testing for, the correct
amount is unknown. To solve for this, we add the tax rate to the cap rate. This is the “Loaded Cap Rate.”
(Also, see note 3 below.)
(3) The effective tax rate is the ratio of property value to taxes, calculated by multiplying the tax rate
by the equalization ratio (Tax Rate x Equalization Ratio = Effective Tax Rate). Note that the cap
rate should only be “loaded” to the extent the owner pays taxes and not the tenant. If the tenants
pay 100% of the taxes, the cap rate should not be loaded. See our paper on Loaded Tax Rates at
USPropertyAppeals.com.

It is important to note again how carefully one must apply this method. For
example, as can be seen above, knowing an accurate and truly verifiable cap
rate is critical to making these calculations. Therefore, it is worthwhile to make
every effort to utilize only the most trustworthy sources of information in obtaining
this data.
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Other Factors to Consider
Here, we will look at a few of the most helpful additional factors to take into account
when considering a tax appeal strategy.
The first factor is the accuracy of the assessment’s property data. While we
have already touched on this topic, it’s worth reiterating in more detail. Important
questions include:
• Is the subject property accurately described by the assessor?
• Are the square footage, unit count, year built, and condition/construction
quality accurate?
• Is the zoning classification correct?
Assessors make mistakes; correct data may
become corrupted while being added to a
database. Furthermore, many assessments are
based on exterior or partial property inspections,
which can obscure or distort the property’s
actual characteristics. In short, don’t assume the
assessor’s property data is necessarily correct.
Check the accuracy of this information.
Second, consider the age of the assessment. The
older the assessment, the higher the likelihood it
is inaccurate.

Many assessments
are based on exterior
or partial property
inspections, which
can obscure or distort
the property’s actual
characteristics...
Check the accuracy
of this information.

Next, the fact is, all factors that influence value have
the potential to affect the assessment – even if only temporarily. For example, if a property
has a vacancy rate of 25% while the norm for the market is 5%, there is most likely a
value loss to the property, as most properties are discounted when the income stream
is sub-par.
Nuances That Make a Difference
Then, there are several other factors that are easy to overlook and/or feature important
nuances that can have a significant impact on your assessment.
Market variations by property type: Not all property types rise and fall equally
with the market. For example, in a hot market where appreciation is a factor, new
construction for multifamily housing might be great enough to limit appreciation for

7

TAX APPEAL STRATEGIES FORCOMMERCIAL & MULTIFAMILY R
 EAL ESTATE

How to Test and Appeal Your Property Taxes
USPropertyAppeals.com

Tax appeal strategies for the non-appr

this particular property type. If the assessment hasn’t taken this variation for your
property into account, it could be the basis for an appeal.
Obsolescence: A mall, for example, might suffer from obsolescence for several
reasons: online competition, an outdated design, location in an area that is no longer
desirable, being eclipsed by up-to-date shopping centers that have arisen to meet
changing consumer needs, or inadequate parking. Another common cause is a poor
floor plan, particularly with multifamily properties. Whatever the reason, obsolescence
will have a negative impact on a property’s value.
Unapparent Risk Factors: Sometimes, factors that can lower your property’s
value lie somewhat hidden beneath the surface. A case in point would be issues
of nonconforming use. In the case of a legally nonconforming use, a property was
established and maintained according to the relevant zoning standards, but as the
zoning standards have subsequently changed, the property no longer conforms to
those standards. Thus, a mixed-use warehouse may be located in an area that is now
predominantly zoned for residential and multi-family housing because of gentrification
of the neighborhood. This may impact the marketability and value of the property.
Dates: Dates really do matter when it comes to property valuation. A valuation
estimate must be as of a specific date and usually includes only information
available as of that date. If, then, a flood has occurred subsequent to an appraisal
of a given property, the flood’s damage may have a serious negative effect on
its value.
Section 8 Housing: Common shorthand for the Housing Choice Voucher Program
funded by the U.S. Department of Housing and Urban Development, “Section 8
Housing” utilizes rental assistance vouchers to help enable low-income individuals
acquire housing. Because Section 8 properties are dependent on the federal
bureaucratic apparatus for operation, there are additional regulatory hurdles to
navigate, greater paperwork, and a different rent level at play when compared with
conventional private markets. Accordingly, we recommend acquiring professional
guidance when considering tax abatement for these properties.
Impact of New Inventory: The arrival of new inventory on the scene in a particular
market generally indicates a favorable and/or improved economic outlook for a given
property type in that area. After all, if one developer sees genuine economic benefit in
adding multifamily housing units in a particular area, it’s natural to expect that others
will, too. However, one fairly common result with multifamily housing, for instance, is
to drive rents down and/or concessions up in order to maintain occupancy, both of
which drive values down.
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Appealing Your Assessment: Preparing Yourself for Success
You have conducted your research, determined that you do have a case, and are
ready to move forward with your appeal. Having come this far, it’s imperative to finish
strong by “dotting your i’s and crossing your t’s,” so to speak. Otherwise, all of your
work may well prove to have been for naught as your appeal is stricken down without
having been given due consideration because of a technicality. What follows are a
few simple, but powerful, tips to set yourself up for success.
First of all, take note of appeal filing date deadlines – and meet them without fail.
Appeals are highly date-sensitive. If you miss even one of several dates, your appeal
can be over before it’s effectively even begun. Throughout every step of the appeal
process, then, make certain to work within the time frames dictated by these deadlines.
Next, the better your documentation, the better your odds of winning an appeal.
Given the immediate and long-term economic consequences at stake, it’s worth the
time to prepare well. You need to have everything documented, from the details of
your comparable properties to all of the relevant cash flow information. You need to
fill out all of the required forms. In essence, you need solid, verifiable documentation
of all information relevant to your appeal.
Of course, there are consultants who will do this work for you under a variety business
terms. If you pursue this route, be sure to work with someone who is credible. A
consultant with a history of frivolous appeals may damage your credibility and may
harm your position when you have a legitimate case.
In terms of actually presenting your case, be organized. Assessment appeals usually
involve estimates of value, which in turn include comparable properties, analysis
charts, and valuation documents. It’s a sizeable collection of data and paperwork,
which makes organization, retrievability, and a straightforward presentation of the
utmost importance. Your documentation should be organized around an executive
summary that pulls all of these articles together within a bound document.6

6. Staples, UPS Store, and FedEx provide professional printing and document binding services.
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Below is an outline of the steps you should take to give yourself the best chance of
successfully appealing your tax appraisal:

8-Point Strategy for Preparing Your Tax Appeal
1. Research dates and appeal procedures for your jurisdiction.
calendar reminders for important dates;

Set

2. Gather all relevant factual data: information for comparable assessment
and sale properties, cash flow breakdowns for income analysis,
documentation for equalization ratios, etc.;
3. When gathering this data, remember two important points: your goal is
to make it easy for the assessor to reduce the assessment... and in this
case, facts help – emotions do not;
4. Prepare your analysis, utilizing the tips and strategies outlined in this
paper. Pay particular attention to organization, retrievability, and
simplicity of presentation;
5. Begin the appeal process itself with an informal meeting with
the assessor’s office. Most assessors would prefer to negotiate
a settlement;
6. File a tax abatement if you are unsuccessful negotiating informally with
the assessor (and, again, keep an eye on the critical dates);
7. Present your case at the appointed time;
8. Understand your options for appealing the ruling, if necessary. It’s
important at this juncture to weigh carefully the costs and benefits
of taking further action: does the potential amount of tax abatement
justify the additional effort and opportunity cost of moving forward with
an appeal?
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Conclusion
Forewarned is forearmed. Determining the fairness of your property’s assessment
can save you a considerable amount of money, in the near term and into the future. By
knowing the role assessments play in the value of your property, as well as the most
important and easy-to-overlook factors to consider when analyzing assessments,
you will be in a position of strength and confidence to move forward with your appeal.
Thoroughly and appropriately organizing your materials, along with adhering to
deadlines, will help insure that your case is taken seriously and given the full attention
it deserves.

USPropertyAppeals.com
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USPropertyAppeals.com is the leading online resource for actionable,
up-to-date information for property owners and investors who want to
leverage their knowledge of tax abatement strategies to protect and
maximize the value of their investments. For more professionalgrade articles and tips, and to request our Tax Appeal Checklist,
visit us now at www.USPropertyAppeals.com.
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