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Have you been wondering if your property taxes are too high on your home? Was your commercial property just reassessed at a value you know is too high? Consider these facts:
· In Cook County, Illinois, over the last decade, one in 4 residential assessments were appealed; 18% of those appeals led to a decrease in assessed value.
· Also in Cook County, commercial property owners who appealed won reductions that were on average 14% more than homeowners. Commercial property owners averaged 24% in reductions, compared to homeowners with 10%.
· Routinely appealing property taxes is common for big companies, which often own large parcels of land. Among the corporations that have filed for refunds in New York recently are I.B.M., Verizon and 7-Eleven.

We’ve been in the property tax appeal business for over a decade and have prepared this guidebook to demystify the process. We hope to arm you with a basic understanding of how county assessors work, what to expect during the appeals process, and the secrets we’ve found to making successful appeals.  

To some extent, the general principles for property tax assessment and appeal are fairly consistent among all states. However, this paper is intended to focus on our practice area of the five Great Lakes Perimeter States:
· Michigan

· Ohio

· Indiana

· Illinois

· Wisconsin

In every state, the laws governing property tax assessment and collection are set at the state level, either in the constitution or in statute. While local taxing districts make the assessments and handle the collections, the overall process is governed at the state level.
1.
Understand the Process
When you’re making a property tax appeal, you’re actually challenging the underlying assessment of the value of your property. 
[image: image2.wmf]How property taxes are determined - Each taxing district comes up with its own formula to calculate the actual tax payment. Typically, a goal amount of the total revenues needed is first decided upon. Then, based on the total value of property in the district, a rate is determined to apportion the tax payment among property owners. 

Your tax bill will then be calculated, applying that year’s tax rate by the most recent assessment of your property. Each taxing district’s assessor – appointed or elected – conducts the assessments. Some areas perform assessments annually; some only every three years.

The goal of the assessment is generally to value a property by finding what amount a typical purchaser would pay for the property under ordinary circumstances, at the time of assessment. As described in a Wall Street Journal article, “Property taxes don't move in lockstep with home values because local governments typically don't measure values every year and some have limits on annual property-tax increases.” 
Assessments can be wrong for several reasons. Although most assessors perform their due diligence, technical errors can be made – for example, recording a single story home as a two-story home. Similarly, you may know of factors that decrease the value of your home that were not apparent when the assessment was made. Experts say that up to half of successful appeals of home valuations come from errors in the description. In commercial property, they may have incorrectly valued the income you receive from the property.
TIP: Research your taxing district’s specific assessment process. For residential property, you want to know: Do they appraise house-by-house, rely on computer models or aerial photos? For commercial property, you want to know what approach they take to appraising.
Knowing how your taxing district performed the assessment, and what evidence they relied on, will help you understand how they might have missed some crucial pieces, or mis-judged them.

The appeals process - The appeals process in most states works through three levels: 
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You start with a written notice to your local district. Typically, you have about 10-30 days to appeal after your Notice of Assessment is sent. Contact your assessor’s office to get exact dates. These deadlines to appeal are usually firm and cannot be extended.

Here is a description of the appeal process in Indianapolis, as an example. The first step after filing notice of appeal is an informal meeting with the assessor, where you bring your evidence (discussed below). If you prevail, there will be a stipulation as to the reduced amount. 

If the assessor denies your appeal, it will be scheduled for a hearing – this is a slightly more formal proceeding before a hearings officer. The Assessor’s Office will have a representative there to present their case, and you will have a chance to present your evidence. The hearings officer will make a recommendation to the County Property Tax Assessment Board of Appeals – if denied, you have 45 days to appeal to the state level which is the Indiana Board of Tax Review.
* * * 
See Section ____ for the websites of the state-level agency for each of the Great lakes perimeter states. You’ll want to check the details for your state – for example, in Michigan, non-residential property owners can elect to skip the middle step of county board review and go straight to the state tax tribunal.

2.
Documentation, documentation, documentation

If location is the key to real estate, then documentation is the key to winning a property tax appeal. 

Technical Errors – Your first place to start should be to look for any technical errors in your property description. Usually this information is kept on what’s called a “Property Record Card,” which describes the structures, any features, and the land. Your Property Record Card may be available online or in your county office. Also, be sure to note that any issues that would lower the property value, such as environmental hazards, are also included.

These type of technical errors can often be resolved informally with the local assessor, if you can bring in blue prints or some other evidence of the mistake. 

In fact, Indiana maintains a separate appeal process just for these types of technical errors where the property owner notices an incorrect description of the property, such as a garage that does not exist. Assessors understand it is not a perfect science, especially when superficial assessment tools must be relied on. 

Subjective Errors – Indiana makes a distinction between correction of what are objectively errors, and what they term “subjective errors” – disputes as to the correct market value of a property. While other states don’t formally make this distinction, we will refer to these types of appeals as subjective ones. 

Be aware that as this point, the approach and judgment of the local taxing district will be presumed to have been correct. So if you want them to agree that your property is over-assessed compared to similar properties in the district, you better have some hard evidence.

Be prepared to show how you documented your assessment of the value, and how you arrived at those numbers. Two of the most persuasive type of documents are:
· Recent arms-length sale of your property 
· Recent arms-length sales of similar properties

The most common documentation provided are photos of any properties mentioned, an appraisal of your property, documents of sale and photos of comparable homes. Sales of comparable homes, called “comps” in the appraisal business, are key to your challenge. Find homes very comparable to yours in square footage, features and characteristics, and neighborhood. Gather recent sale documents and photos of the comp properties as well as your own – do some research to ensure buyer and seller were not related and the sale was arms-length.  Also be sure the sale was within the time period of the assessment 

Kiplinger.com suggests collecting at least five comparable properties – ideally valued lower than yours. If you can only find a handful of comps, and some are lower but some are higher – you can use the higher valued properties as well, if you can distinguish your home from them.
Consider hiring an appraiser to perform a professional appraisal. This can be especially valuable when it is difficult to locate comps. In some cases, you may need help in finding homes that are comparable in more detail to yours – such as those built with similar materials, etc. Experts suggest finding an appraiser who is certified with a national association and who has been appraising in your community long enough to understand the difference in neighborhoods

According to Wisconsin, other relevant factors to bring up in an appeal include:

· Size and location of the lot

· Size and age of the building

· Original cost

· Depreciation and obsolescence

· Zoning restrictions

· Income potential

· Presence or absence of building components

· Other factors or conditions that affect the market value of the property

Consider all the tools you can find to bring facts to the assessor’s attention they may not be aware of. For example, you may be showing a high occupancy rate on your building – but you may also be offering incentives that include free rent for a year. These types of specific case arguments can be very successful. 

This is Indiana’s explanation of how to make a challenge:
An assessment determined using the Guidelines’ cost approach is presumptively accurate. A taxpayer may rebut that presumption and establish a different value by offering evidence that is consistent with the Manual’s definition of true tax value. A professional appraisal prepared in accordance with that definition often will suffice. Actual construction costs, sales information for the subject or comparable properties, and any other information compiled using generally accepted appraisal principles may also be offered to rebut the assessment’s presumption of correctness.

Bring in expert testimony if that can be useful to clarify how the actual value of your property was misjudged. Indiana stresses that the taxpayer explain the significance of the evidence presented: “And parties must always explain how their evidence relates to the appealed property’s market value-in-use as of the relevant valuation date.”

Special issues for commercial property – According to Inc.com, the valuation of commercial property can be overall a much more subjective process. The underlying asset is important, but not nearly as central as in residential appraising.
Some of the factors that might be relevant when challenging assessments of commercial property include:
· Vacancies

· Changes in lease terms

· Physical damage

· Environmental issues, and

· Decline in overall market value

You won’t get a lot of traction with general pro-business arguments such as “we’re bringing business to the area” or “we’re revitalizing the downtown” argument. If you make these points, include them as extras – not as the entire basis of your appeal. More serious weight will be attached to targeted arguments with examples of costs you’ve incurred or income you’ve forgone that reflect on the actual market value. 
If much of the property’s value is based on rental receipts relative to the expenses paid out, yet half your renters are on a deferred payment plan as an incentive, this is key information that the assessor might not have had. 
In addition, with commercial property, you can may win a reduction in value by challenging the classification  -- by showing the classification is not accurate for the property’s dominant use.
TIP: The key to challenging commercial property assessments it to understand how to challenge the assessor’s approach to the appraisal with an approach that works better for your use of the property. 
The appraisal approach used should depend on your goals and use of the property. The Scotsmanguide.com puts it this way:
 “For example, an owner-user would usually rely on the market approach. A buyer of a single-purpose property, such as a church, would use the cost approach. An investor buying an income stream would mostly rely on the income approach.”

3.
Persistence
Much of the secret to winning property tax appeals lies in persistence. You have to be persistent in finding out all the requirements of your local district; persistent in gathering persuasive documentation, and; persistent in following through.
Your local district requirements – Knowing what your district requires means more than just knowing technicalities such as deadlines, which are no doubt important. It also means figuring out how to best adapt their requirements to maximize your appeal.
It’s vital to know the appraisal approach used by the district, and what kinds of evidence you can use to challenge it. For example, Indiana does not require that you secure your own private appraisal. Each situation is unique and in your case, you may not benefit from a private appraisal – you can save the costs you would have spent there and use them to develop other strategies.

Gathering evidence – We covered documentation in Section 2 above. Be sure that you don’t rush the process or skip any steps. If you need expert testimony, take the time to track down some experts. If you need a professional appraisal, take the time to find recommendations and follow-up on leads until you find the person with the right experience for your property and neighborhood.
Follow-through – This may be the simplest yet most effective secret tool – simple follow-through. One thing to know is that even in 2013, counties are still working through a backlog of property tax appeals brought on by the recession.
The delays in Michigan caught the attention of Bloomberg news [in a 2010 article]:

The backlog of cases from taxpayers seeking to lower property-tax bills of more than $100,000 shot up to 14,236 this year from an annual average of about 6,000 during the past decade. The backlog of smaller claims was at 28,558 at the end of September, eight times higher than a decade ago, according to records at the tribunal, a Lansing-based administrative court. 

The important thing to know is that backlogs are a factor, but they’re not an absolute block. There are workarounds – if you are persistent, and/or if you hire someone to help you who knows the system and is willing to advocate diligently for you.
After the appeal, there is more work to do, yet:

· If you win - If you win, and your property is assessed at a lower value, each state varies as to how long this reduction will remain in effect. In some states, the new value may only apply for that one year. In Michigan, for example, you can keep the revised value, with it rising only according to statutorily set increments each year. This may allow you to reap the savings up to 5-6 years.
Whenever the reduction runs out – you can apply again.

· If you lose – You can go back again and appeal the next year. 
More than 80% of Illinois property tax appeals come from homeowners and the board [get name] approves an average of 30% of them. 








Is your property over-valued?


Consider these likely factors, from � HYPERLINK "http://blog.equifax.com/real-estate/property-taxes-6-ways-to-get-your-property-taxes-reduced/" ��Equifax�, to start you thinking about how your property might be over-valued


Your home is in worse condition than other comparable homes.


Your home is valued higher than other comparable homes in your neighborhood.


The taxing authority made an error that gives your home a value that is higher than it should have.


Your home’s value has gone down recently.


The purchase price for your home, if you purchased recently, is lower than the value given to your home by the taxing authority.


The construction of your home and its finishes are of a lower standard than other comparable homes in the area.





"We can be wrong," says � HYPERLINK "http://online.wsj.com/article/SB10001424053111904070604576514573303531678.html" ��Dusty Rhodes�, elected auditor and assessor in Hamilton County, Ohio, which includes Cincinnati.
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Lodge appeal with local assessor – informal conference





COUNTY


County level review– more formal hearing








STATE


State Tax Board – Final appeal level








“More than half of homeowners are paying too much in property taxes, says Jim Kane, Chicago-based managing director of True Partners Consulting, a tax advisory firm.” – Wall Street Journal
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