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DEPARTMENT OF REVENUE,
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POLK COUNTY, OREGON, a political )
subdi vi sion of the State of Oregon, )

| nt er venor - Def endant . )

Plaintiff (taxpayer) appeals froma nagistrate’ s Deci sion
t hat established the real market value of his personal residence
as of January 1, 1998. Taxpayer asserts that the property has
many defects and needs nmany repairs, all of which reduce the
value to a |l ower ampunt. Pol k County (the county) intervened and
def ended the nmagistrate’s Decision. Trial was held May 19, 2000,
in the courtroom of the Oregon Tax Court, Sal em

FACTS

The subject property is a small ol der home, approximtely

one block off of Orchard Hei ghts Road on Karen Way in northwest
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Salem The inprovenents are situated on a sloping hillside |ot
that suffers from drai nage problens. The original portion of the
home was constructed in 1948 with a half basenent and garage on
t he basenment level. A later addition expanded the kitchen and
di ni ng areas. The honme has one bedroom and one and a half baths
upstairs. Part of the basenent was inproved for use as a bedroom
with an adjacent bath. However, as of the assessnent date, the
basenment bat hroom walls were unfinished and the sunp punp was
i noperabl e. Taxpayer clainms that the basement bedroom was not
useabl e as such because it has only one exit. |t does have a
wi ndow, but it is below ground | evel and does not have enough
cl earance for escape in the case of fire.
| SSUE

What is the real market value of the subject property as of

January 1, 19987
ANALYSI S

Taxpayer’s evidence nostly addressed the physical ills of
t he property, which are many. He supported his testinony with
estimates and quotes for installing supporting beanms, repairing
or replacing the roof, repairing the chi ey, waterproofing the
basement, inproving the drainage, installing retaining walls,
making ceiling repairs, painting, electricity, and a nunber of
others. Taxpayer’'s total estinmates exceeded $35, 000.

Taxpayer purchased the property in 1994 for $89,900. He
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testified that he did not nmake a proper investigation prior to
purchase and paid too nuch for the property. Taxpayer failed to
i nvesti gate because anot her buyer was onsite ready to nmake an

of fer and he was afraid he would | ose the opportunity to purchase
the home. Taxpayer discovered many of the defects after the
purchase. He also testified that sonme of the probl ens apparent

at the tinme of purchase have grown worse. Taxpayer believes that
t he subj ect property has a real market value of $65,000 as of the
assessnent date in question.

An appraiser fromthe Polk County Assessor’s office
testified for the county. He acknow edged that the subject
property needs lots of work and he agrees generally with the cost
estimates of taxpayer. However, the cost of repairs alone do not
establish the value of the property. The appraiser used seven
conpar abl e sales of simlar size and age from the nei ghbor hood.
He was unable to find any conparable sale in as poor condition as
t he subject. Therefore, he used the conparable sales to estinmate
the market value of the subject property as if it were repaired.
From t hat anount, he then deducted the cost of the repairs to
arrive at an estimted value for the subject property inits
condition as of January 1, 1998.

Based on this approach, the appraiser indicated that the
subj ect property in repaired or “average” condition would have a

val ue between $105,000 to $116,000. This is based on conparable
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sal es that ranged from $67.42 to $98.54 per square foot, with an
average square foot sale price of $74.96 (excluding the highest
sale). Determ ning that the subject property had 1,652 square
feet of living space including the downstairs bedroom and

bat hroom the appraiser decided that the subject property woul d
have a real nmarket val ue of approximtely $105, 000 or $63.56 per
square foot.

The apprai ser did not deduct all of taxpayer’s estinmated
repair expenses because, if all of those expenses were incurred,
t he house would be in better-than-average condition. The
apprai ser estimted that the cost of the repairs required to
pl ace the property in average condition was between $26, 000 and
$28, 000. When these ampunts are deducted from $105, 000, it
i ndi cates a value for the subject property of between $77,000 to
$79, 000. Hence, the $78,010 now on the tax rolls appears
correct.

One weakness the court sees in the county’s position is that
all of its conparable sales contain three bedroons. The court
finds that the basenent bedroomin the subject would be useable
as a bedroomonly if additional expenses were incurred to
increase the size of the wi ndow openings so it could provide a
means of escape. On the other hand, two of taxpayer’s conparable
sal es were two bedroom hones. Both of those hones, though

smal | er than the subject, sold for $91.85 and $91. 55 per square
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foot. Taxpayer’s other two sales, three bedroom honmes, sold for
$75.07 and $64.62 per square foot. The assessed value for the
subj ect property of $78,010 reflects a value of $47.22 per square
f oot .

Based upon the preponderance of the evidence, the court is
not persuaded that the real market value of the subject property
as of January 1, 1998, was |ess than $78,010. |In reaching this
conclusion, the court is aware that in the real estate market
there is usually a range of value, rather than a single specific
nunber. In this case, it would appear that the range of the
subj ect property was between $75,000 and $85,000. \here the
property falls in that particular range nmay depend upon whether a
prospective purchaser is handy with tools and wel cones such
projects or would have had to hire everything done. Taxpayer is
limted in what he can do and consequently appears to have | ost
ground since purchasing the property in 1994. However, the
mar ket evi dence clearly supports a value of $78, 010.

The court finds that the real market value of the subject
property as of January 1, 1998, was $78,010. Costs to neither
party.

Dated this __ day of June, 2000.

Carl N. Byers
Judge
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