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ith the economy slowing,
taxpayers are looking for
non-traditional ways to

reduce costs. One technique, which

is growing with alarming frequency,

is to file a tax objection in an effort to
lower local real estate taxes. While the
effect of an individual objection will
frequently be minimal, the burgeoning
number of objections in many parts

of the state can collectively have a
significant adverse financial impact on
a school. This article summarizes the
most common issues associated with
tax objections and strategies for protect-
ing schools in this regard.

By way of background, real estate
tax is based on fair cash value (“FCV").
Assessment is the process of placing
a value on real estate for taxation. The
County or Township Assessor (depend-
ing upon whether the property is com-
mercial or residential or whether the
Township Assessor is qualified to assess
commercial properties), identifies par-
cels, values each at FCV, assesses each
parcel including land and improvements
at 33.33 percent, and provides notice of
assessments to landowners. If the land-
owner has an objection and requests
a reduction of $100,000 or more, the
County sends a notice of the Board of
Review hearing to the interested taxing
districts, including schools. If the tax-
ing districts wish to intervene, they may
send a representative to the hearing.

There are a number of issues
involved with tax objections. However,
the two central issues are: (1) whether
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the improvements are taxable real prop-
erty or untaxed personal property; and
(2) what is the proper fair cash value of
the property.

Whether improvements are tax-
able real property or not is determined
by conducting a like-kind analysis to
determine whether the improvements
at issue are of “like-kind” to similar
types of improvements that are or are
not taxed throughout the county. There
are a number of factors to determine
whether property is like-kind to other
types of property, including whether the
property: (1) performs the same func-
tion; (2) produces the same product;

(3) has similar portability and manner
of attachment; and (4) replaces existing
assessed property.

Determining the proper fair cash
value of the property is similarly essen-
tial and most tax objections arise from a
dispute about the fair cash value of the
property. While appraisals are some-
times filed by the taxpayer in support of
its claim for reduction, appraisals are not
strictly essential to a taxpayer’s case. Fair
cash value is the theoretical sales price
in an arm’s length transaction between
a willing buyer and willing seller who
are unrelated and otherwise have no
other attachments to each other. If the
property has not been sold recently or
the recent sale was not at arm'’s length,
then the Assessor may use one of three
approaches to estimate the fair cash
value of the property if it were to be sold
on the open market at the present time.
The three approaches are: (1) the sales
comparison approach; (2) the income
approach; and (3) the cost approach.

The sales comparison approach is
the preferred approach of the three. The
Assessor reviews recent sale prices of
comparable properties as an estimation
of the fair cash value of the property at
issue, if it were sold on the open mar-
ket. In order to determine whether a

property is comparable it is important to
consider: (1) use, (2) square footage, (3)
acreage, (4) location, (5) condition and
age of the building, (6) environmental
concerns, and (7) anything else that
could determine market value (such as
whether the property is in a TIF district).

In collecting this information it is
sometimes useful to contact the City or
County Building or Zoning Inspector
and the Township or County Assessor.
Assessments can be reviewed over most
county Web sites, provided you have
PINs for the properties you wish to
check or know with certainty the name
of the person or entity who receives the
tax bill. If you do not have that informa-
tion then you must review maps at the
Assessor’s Office to obtain that informa-
tion for the parcels you wish to review.

While the sales comparison
approach is preferred, a lack of compa-
rable properties and the difficulty in jus-
tifying the properties that are deemed to
be “comparable” leads the Assessor to
utilize the other assessment approaches,
particularly when commercial proper-
ties are involved. The sales comparison
approach lends itself to sometimes fruit-
ful cross-examination questions.

The income approach is used for
rental properties. This approach capital-

' izes the expected net rental income of

the property. It is important to request
evidence from the taxpayer of actual
rental income from the property. While
this evidence only shows the actual
rental income, it may be used to esti-
mate the expected rental income of the
property, which in turn may be used
to determine the fair cash value of the
property for the purposes of assessment.
Lastly, the cost approach is the least
favored approach under the law and
should only be used when the property
is of such a special use that there would
be no real market price for the property.
This approach is frequently used by the
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Assessor with regard to commercial
properties that have unique qualities
that make finding solid comparable
properties in the County difficult or
impossible. One advantage of this
approach is that it is easy to justify and
there is little room for dispute regard-
ing the numbers involved. The cost
approach takes the value of the land
plus the cost to construct the improve-
ments minus depreciation.

Busy County and Township Assessors
will frequently resort to the cost
approach because it requires the least
amount of research. Taxpayers also
favor the cost approach because depre-
ciation is easily applied to often result
in a lower assessment than would be
obtained under the sales comparison
or income approach. Therefore, a tax-
ing district wishing to preserve its tax
base would do well to cite the Court’s
general disfavor for applying the cost
approach and include documentation
indicating the market value of a bat-
tery of comparable properties with its
evidence submission to the Board of
Review.

Accurate income data can also be
difficult to obtain from an unwilling tax-
payer. However, a recalcitrant taxpay-
er's case may successfully be damaged
by pointing out to the Board that the
taxpayer has refused to make income
data available upon request. Of course,
any income data obtained from a tax-
payer should not be taken at face value
and may be thoroughly questioned at
the hearing.

Board of Review hearings are infor-
mal proceedings. The taxpayer or its
representative, assessor, members of the
Board of Review, and any taxing district
representatives are present and given
an opportunity to review and impeach
evidence and cross-examine testimony.
A taxing district wishing to intervene
should file an intervention letter with
the Board of Review well in advance
of the hearing. If any party attempts to
submit evidence at the hearing which
was not previously filed with its com-
plaint or intervention letter, Boards rou-
tinely grant continuances upon the oral
motion of a prejudiced party. The chair-
person of the Board of Review controls
the flow and procedure of the hearing.
Decisions on the assessment are rarely
made at the conclusion of the hearing,
and normally are mailed to the parties
several days or weeks after the hearing.

After the Board of Review hearing,
the Board gives notice of its decision
to the taxpayer. If a reduction is to be

applied, the taxing district’s representa-
tive is given the opportunity to voice
further objections to the Supervisor of
Assessments regarding that decision.
The taxpayer has two options to pursue
an appeal: (1) the Illinois Property Tax
Appeal Board; or (2) the Circuit Court
in the County in which the property sits.

The taxpayer has thirty (30) days
from the date of the notice of the
Board's decision to appeal to the [llinois
Property Tax Appeal Board (“PTAB”).
After PTAB receives the appeal, it issues
a notice to the County Board of Review,
which, in turn, notifies the interested
taxing districts of the appeal. Any inter-
ested taxing district may file a Request
to Intervene, along with the taxing
district’s governing body’s resalution
authorizing its filing, within 60 days of
the date of PTAB's notice to the County
Board of Review. Extensions tend to be
liberally granted for late-filing authoriz-
ing resolutions, if a written request for
such extension is made.

PTAB's rules of practice require writ-
ten evidence to be submitted with the
Request to Intervene, unless: (1) the
taxing district requests in writing that it
be granted an extension of time to do
so; and/or (2) the taxing district notifies
the PTAB of its intention to adopt the
evidence filed by the County Board of
Review. If the taxing district does not
request an extension of time to file writ-
ten evidence, but merely notifies PTAB
that it wishes to adopt whatever evi-
dence is filed by the County Board of
Review, then the taxing district is barred
from submitting its own evidence at a
later date and must accept whatever
decision is made by the County Board
of Review with regard to settlement. If
the taxpayer wishes to appeal a Board
of Review decision to the Circuit Court,
it must file its complaint within 75 days
of the first penalty date for failure to pay
its first real estate tax installment.

In conclusion, many school districts
have not historically fought efforts to
reduce real estate taxes. This practice
in the long run could have significant
adverse consequences for a District.
Those Districts who routinely chal-
lenged tax objections eventually
encountered not only a significantly
lesser impact of tax objections on the
District finances, but also experience
increasing reluctance of taxpayers to
file marginal tax objections.

*The authors are with the Zukowski Law
Firm in Peru, IL. Mr. Zukowski is a member
of the ISBA Education Law Section Council.
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