
City of Alexandria, Virginia 

MEMORANDLTM 

DATE: OCTOBER 30,2009 

TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL 

FROM: JAMES K. HARTMANN, CITY MANAGE 

SUBJECT: REAL ESTATE ASSESSMENT OUTLOOK FOR DISCUSSION AT 
NOVEMBER 7 BUDGET RETREAT 

ISSUE: Projected Calendar Year 20 10 (CY 20 10) Real Property Assessment Changes 
from January 1,2009 based on information available as of September 30,2009. 

DISCUSSION: At this time the Department of Real Estate Assessments (DREA) 
projects a decrease in the real property tax base (locally and non-locally) for CY 2010. 
The uncertainty remaining in the real estate market, primarily in the commercial market 
sector, makes this projection the most difficult we have made in decades. Currently, we 
are giving a range of changes by property class which result in a range of decreases to the 
2009 tax base of -5.74% as the lowest estimate of decline, to a high range of a -9.38% 
decline. The midrange projection we have made results in a decline of -8.07%. 
Attachment 1 shows the low, midrange and high ranges by types (or classes) of property. 
The only assessments which are complete and not projections are the non-locally 
assessed properties which we received from the State in the last month. 

Due to the uncertainty in the commercial market we will continue to monitor these 
changes through the end of the year and reflect them in the 20 10 assessments. We will 
bring you revised information at your Legislative Meeting in December and again in 
January, both prior to when the final assessment numbers will be available to the public. 
We understand the importance of remaining diligent in our efforts to stay apprised of 
market conditions and to reflect these in our assessments, but also the need for you to 
have this information to make informed decisions regarding the City's budget. 

Residential Property: Existing residential properties (including single family homes and 
residential condominiums) will likely decrease -4.8% from 2009 to 20 10, with single 
family properties decreasing slightly or remaining flat in most neighborhoods, while 
many of the condominiums will receive more significant declines similar to last year. Our 
current projected range for residential property is a decline of 4.26% to 5.29% with a 
midrange of 4.79%. 



Attachment 2 is a Cumulative Residential and Commercial Assessment Sales Ratio Study 
which reflects the sales ratio for all classes of property. This represents the relationship 
between the 2009 assessment for properties that are sold and are considered arm's length 
transactions during the time frame of sales we are relying on for the 20 10 assessments 
and their respective sales prices. In mass appraisal, this is one tool that we rely on to 
determine the market movement by types (or classes) of property. You will notice in 
reviewing this data that the sales ratios for the condominiums are higher (hovering 
around 100%) as compared to the single family properties. This would indicate that the 
2009 condominium assessments would receive a greater reduction in their 20 10 
assessments. The median sales ratio is thecenter point of a bell curve indicating that a 
greater majority of condominiums would have 2009 assessments that are greater than 
their sales price, an indication that the market has continued to fall since January 2009. 

Attachment 3 is a Cumulative sales volume by property type (class). While this data does 
not show any particular information that directly assists us in determining fair market 
value, we do believe that it is additional information that points to a slower market in 
both volume and sales price. With the lower number of sales the past few years this data 
becomes more easily skewed , as compared to the years of larger sales volume. 

Attachment 4 even better depicts the decline in the Northern Virginia Market. This data is 
from the Metropolitan Regional Information System (MRIS) and this data includes data 
collected from the counties of Fairfax and Arlington, and the cities of Alexandria, Falls 
Church, Fairfax, and the towns of Vienna, Herndon and Clifton. While this data changes 
month to month, all of this again reflects the continued slowness in the residential market 
sector. 

From all of the data we have reviewed, we primarily rely on the sales ratios within the 
City of Alexandria (Attachment 2) for our projected changes to the assessments. All 
indications noted above lead to the conclusion that the residential market will remain 
slow for the remainder of this calendar year without significant swings. 

Commercial Property: Existing commercial properties (including multi-family rental 
apartments, general commercial, office buildings, hotels, shopping centers, warehouses 
and vacant land) is expected to decrease in the midrange estimate by - 13.04%, for 20 10, 
based upon the lack of sales activity, and trends that were anticipated at the end of last 
year, and remain uncertain to date. Attachment 2 reflects the lack of sales in the 
commercial property types and therefore does not give us a clear indication of how these 
properties have been impacted. 

While Income and Expense Survey data are provided to the department and analyzed, we 
have found that the actual income for most types (classes) of property has changed only 
slightly. We do have higher vacancy rates in certain property types, but rents have 
remained close to the same levels as earlier. The key component to the valuation of the 
commercial property is the capitalization rate. With so few sales on which to rely we are 
looking at data from other "close in" counties on which to determine a market value and a 
capitalization rate on which these properties traded. In the past month we have had our 



first multi-family sales in the City and we are verifying those sales and looking for an 
indication of the market value. 

PriceWaterhouseCoopers publishes the most renowned market indicators for 
capitalization rates for commercial properties, The Korpacz Realty Investors Survey. We 
recently received the 3rd Quarter information which indicates capitalization rate changes 
on a national level for most classes of property, with the exception of office buildings 
which does have a change for the Northern Virginia market. These changes are 
significant and we believe are higher than what investors are considering appropriate for 
the Northern Virginia market due to certain level of insulation we continue to feel during 
this real estate market decline. 

The 2010 assessment decline range projected currently is a low of -7.66% to a high of - 
15.52% for all commercial properties. This estimate does consider significant changes to 
the capitalization rates for office buildings and apartments. However, the change in 
capitalization rates is not as great as those indicated in the Korpacz Survey referenced 
above. Many market participants are starting to indicate that the "crash" in the 
commercial market may not actually occur. There will be a slowdown, but not the drastic 
drop in values that was anticipated earlier. We can only say at this point, our projection is 
based on as much information as is available at this time, and we will continue to seek 
additional information. While the apartment and office markets are the largest 
components to our commercial tax base, the general commercial properties will not 
decline as much as the larger investor grade market properties. Again, we will continue to 
give you updates on what we find in the market and how that impacts the 2010 
assessments. 

Non-Locally Assessed Property: The assessments were recently finalized and received by 
the City for all non-locally assessed properties (i.e., utilities). The actual assessments are 
reflected in the midrange and high ranges. The low range was our initial projection in 
early September when this information was not available. There were only minor changes 
to these properties resulting in a .73% increase in the assessed values. 

New Construction: New construction and growth have been included in the estimates by 
property type (class) above. We estimate approximately $133 million in total new 
construction for 2010. This again is very difficult to project as  several of the projects are 
progressing much slower than usual due to their concern over the ability to lease or sell 
the space once it is completed. We certainly will monitor this component of our 
projections as well over the next 8 weeks. 

Summary: Our best indications as we have stated give us a range of total property 
assessment changes from -5.74% to -9.38% at this time. Our best guess within that range 
is -8.07%. We will be completing residential assessments earlier and have more certainty 
in that area. However, we will be waiting until as close to the end of the year as possible 
to finalize the commercial assessments. It is imperative for us to have all of the data 
available before finalizing the assessments so we can defend these assessments before our 
Board of Equalization and potentially later before the Alexandria Circuit Court. 



Attachments: 

Attachment 1 - Projected CY 20 10 Real Property Assessment Changes 
Attachment 2 - Cumulative Residential and Commercial Assessment/Sales Ratio Study 

(As of September 30,2009) 
Attachment 3 - Real Estate StatisticsISales Volume by Classification 
Attachment 4 - Northern Virginia Area Home Sales Report 
Attachment 5 - Northern Virginia, Washington DC Sales Statistics Comparison 
Attachment 6 - Foreclosed Properties in Alexandria 2006 - Present 



Attachment 1 

- Department of Real Estate Assessments 
Date: October 28, 2009 

Projected CY 201 0 Real Property Assessment Changes 

Locally Assessed Real Property 
Low Mid-Point Hlsh 

Residential Property 
Single Family 
Residential Condominium 

Total Residential Property 

Commercial Property 
Multi-family Rental 
Office, Retail, and Service 
Other Commercial 

Total Commercial Property 

2010 Total Locally Assessed -5.70% -8.30% -9.64% 

Non-Locally Assessed Real Property 
SCC Assessed Real Property -7.00% 0.93% 0.93% 
VDT Assessed Real Property -7.00% -0.30% -0.30% 

Total Non-Locally Assessed Real Property -7.00% 0.73% 0.73% 

Total Real Property Assessments -5.74% -8.07% -9.38% 



City of A 1 t,dndria, Virginia 4 

CUMULATIVE RESIDENTIAL AND COMMERCIAL ASSESSMENTISALES RATIO STUDY 

For period from January 1,2009, through September 30,2009 

No. 2009 Total Sales 2009 
Real Property Classification Sales Assessment Price Ratio 

(1) (2) (3) (4) (5) 

Locally Assessed Real Property 

Residential Real Property 

Residential Single Family 
Detached 
Semi-Detached 
Row House 

Total Single Family 

Residential Condominium 
Garden 
High-rise 
Residential Cooperative 
Townhouse 

Total Residential Condominium 

Total Residential Real Property 

Commercial Real Property 

Commercial Multi-Family Rental 
Garden 
Mid-Rise 
High-Rise 

Total Multi-Family Rental 



City of Alexandria, Virginia 

CUMULATIVE RESIDENTIAL AND COMMERCIAL ASSESSMENTISALES RATIO STUDY 

For period from January 1,2009, through September 30,2009 

No. 2009 Total Sales 2009 
Real Property Classification Sales Assessment Price Ratio 

27 Commercial Office. Retail. and Service 
General Commercial 
Office 
Office or Retail Condominium 
Shopping Center 
Warehouse 
HoteUMotel and Extended Stay 

Total Commercial Office, Retail, and Service 

Other Commercial Property 
Vacant Land Residential 
Vacant Commercial and Industrial Land 

40 

41 Total Other Commercial Property 
42 

43 Total Commercial Real Property 
44 

45 Total Locally Assessed Real Property 

Notes: 
1 The ratio is determined by dividing the assessed value (column 3) by the sale price (column 4). 

Department of Real Estate Assessments, October 20,2009 
filepath:\\sitschlfilewOO1\DeptFiles\REA\2009AV\MSlavin\SLSRPRTS\Cdative Ratio.xls tab September 



City of Alexandria, Virginia 

REAL ESTATE SALES STATISTICS 

CUMULATIVE SALES VOLUME BY CLASSIFICATION 

For the periods from January 1,2008, through September 30,2008 

and from January 1,2009, through September 30,2009 

Locally Assessed Real Property I I 

2008 2008 Total 2008 Average 
Real Property Classification No. Sales Sales Price Sale Price 

Residential Real Property 

2009 2009 Total 2009 Average 
No. Sales Sales Price Sale Price 

Residential Single Family 
Detached 
Semi-Detached 
Row House 

Total Single-Family 

Residential Condominium 
Garden 
High-Rise 
Residential Cooperative 
Townhouse 

Total Residential Condominium 

Total Residential Real Property * 

% Change 
of Number 

of Sales 

(8)  

6.9 
0.4 

(14.0) 

(2.8) 

(15.8) 

(9.8) 

(1 8.6) 

(14.1) 

(8.7) 

* If the sales of newly built or converted condominium properties, as well as any unusually large sales prices, were removed from the sales statistics of both 2008 and 2009, 
the percentage change of the average sales price of the Total Residential Real Property from 2008 to 2009 would be (5.6%). 

Department of Real Estate Assessments, October 17,2009 

file name: REA:\2009av\msIavin\slsrp1ts\Cumulative Volume.xls September 



City of Alexandria, Virginia 

NORTHERN VIRGINIA AREA HOME SALES REPORT 11 

For period January 1,2007 through September 30,2009 

Percent Percent Percent 
Of Change Of Change Of Change 

Real Property Classification CY 2007 CY 2008 CY 2009 2007 to 2008 2008 to 2009 2007 to 2009 

SALES VOLUME 

First-Quarter 
January 
February 
March 

Total First-Quarter 

Second-Quarter 
April 
May 
June 

Total Second-Quarter 

Third-Quarter 
July 
August 
September 

Total Third-Quarter 

Fourth-Quarter 
October 
November 
December 

Total Fourth-Quarter 

Total Through September 



City of A ! b.-andria, Virginia 

NORTHERN VIRGINIA AREA HOME SALES REPORT 11 

For period January 1,2007 through September 30,2009 

Percent Percent Percent 
Of Change Of Change Of Change 

Real Property Classification CY 2007 CY 2008 CY 2009 2007 to 2008 2008 to 2009 2007 to 2009 

NUMBER OF UNITS SOLD 

First-Quarter 
January 
February 
March 

Total First-Quarter 

Second-Quarter 
April 
May 
June 

Total Second-Quarter 

Third-Quarter 
July 
August 
September 

Total Third-Quarter 

Fourth-Quarter 
October 
November 
December 

Total Fourth-Quarter 

Total Through September 



City of Alexandria, Virginia 

NORTHERN VIRGINIA AREA HOME SALES REPORT I/ 

For period January 1,2007 through September 30,2009 

Percent Percent Percent 
Of Change Of Change Of Change 

Real Property Classification CY 2007 CY 2008 CY 2009 2007 to 2008 2008 to 2009 2007 to 2009 

AVERAGE SALE PRICE 

First-Quarter 
January 
February 
March 

Total First-Quarter 

Second-Quarter 
April 
May 
June 

Total Second-Quarter 

Third-Quarter 
July 
August 
September 

Total Third-Quarter 

Fourth-Quarter 
October 
November 
December 

Total Fourth-Quarter 

Total Through September 



Attachment 4 



Attachment 5 



e 
9 Calendar Year 2006 
3 
C, 

2 Month Condo SF Corn Land 
Jan 0 0 
Feb 
Mar 
April 
May 
June 
July 
August 
Sept 
Oct 
Nov 
Dec 

Total 

( Foreclosed Propt. .res in Alexandria 
2006 - Present 

Calendar Year 2007 

Month Condo 
Jan 3 
Feb 4 
Mar 0 
April 6 
May 7 
June 6 
July 14 
August 3 
Sept 11 
Oct 14 
Nov 8 
Dec 7 

1 0 [231 Total 83 56 

Calendar Year 2009 

Month 
Jan 
Feb 
Mar 
A P ~  
May 
June 
July 
August 
Sept 
Oct 
Nov 
Dec 

Total 

Condo SF Corn Land 
12 10 
19 6 
11 6 1 
10 11 
13 5 2 
15 12 
13 9 
29 8 1 
18 5 

Calendar Year 2008 

Corn Land Month 
1 Jan 

Feb 
Mar 
A P ~  
May 
June 
July 
August 
Sept 
Oct 
Nov 
Dec 

0 1 [I401 Total 

Condo 
8 
18 
12 
16 
24 
18 
23 
2 8 
32 
20 
14 
2 8 

SF Corn Land 
2 
8 
7 1 
6 
12 
13 
14 
17 
12 
14 
5 
13 

123 1 13651 

Department of Real Estate Assessments 10129/2009 
. File name:J:\BUDGEllFY 201 l\Retreat\Real Estate attachments\real estate attachment 6 



Real Estate Assessment Outlook for CY 2010 

Sign, Sign, Everywhere a Sign.. . 

Real Estate 
Assessment 
Indicators 

Projected Changes 
in Residential and 
Commercial 
Property Values 

Real Property Assessment Outlook CY 2010 

I a Ci? ofAIexandria FY 2011 Council Retreat 



Existing Residential Appreciation % Change 
1988-2011 

0 20.W% 

m l o rn% 

Calendar Year 

Citv of Alexandria FY 2011 Council Retreat 

Residential Property Assessment Outlook CY 2010 

M~ddle 

Worst 

1 @ . kr ciq of Alexandria FY 2011 Council Retreat 



Appreciation Commercial & Residential 1988-2011 

rn Res~dentlal  I Cornrnerclal 

Citv of Alexandria EY 2011 Council Retreat 

Commercial Property Assessment Outlook CY 2010 

0.00% 

-5.00% 

-10.00% 
c .- - Middle 
i * -15.00% Worst 

-20.00% 

-25.00% 

citv of Alexandn'a EY 2011 Council Retreat 



Real Property Tax Base 2000-2011 

2000 2001 2002 2W3 2004 2005 2W6 2007 2008 2003 2010 2011 

Calendar Year 
(2010-201 1 projected) 

City of AIexandn'a FY 2011 Council Retreat 


