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ax planning has long been an extremely effective tool
used by many pressure cleaning contractors and equipment
dealers to keep their tax bills to a minimum. Often  over-
looked in this ongoing battle for legitimately lowe r tax bills,
however, is the biggest tax bill faced by most businesses:
property taxes.

That's right, a whopping 38.3 percent of the $400 billion paid
in business taxes was attributable to property taxes in fiscal
year 2003. What's more, an Ernst & Young study recently
revealed that property taxes on business property increased
by more than five percent in fiscal year 2003, an increase of $7.5
billion in one year. That compares to income taxes, which make
up only nine percent of the overall tax burden on b usinesses.

How can anyone reduce a tax bill that, unlike incom e
taxes, is computed by the tax authorities, with the pressure clean-
ing operation told only what amount to pay? The ans wer
lies in the property tax system itself and the erro r-prone
methods employed to arrive at that property tax bil l.

Because ofÐor despiteÐthe fact that there are over 14,000
property taxing jurisdictions in this country, erro rs exist in the
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property tax bills for many contractors and dealers .
One Coopers & Lybrand, L.L.P. study of a few years ago,
revealed that 97 percent of those companies challeng-
ing assessments on their properties were successful in
having at least some taxes reduced.
Property Taxes

There are basically three distinct taxing concepts
utilized by government to raise revenue: income tax es,
the sales or use taxes, and property taxes. The largest tax
burden, as mentioned, is that of the property taxÐa  levy
placed on real and personal property.

Unfortunately, that property tax is not levied base d
on the pressure cleaning operation's income or even what
was paid for the property. Rather, the amount of pr op-
erty tax paid is determined strictly on the current  mar-
ket value of the propertyÐin the subjective opinion  of
a government official.

Property taxes in the United States are often viewed
as a system in which all property is valued uniform ly
and taxed at a uniform rate in each taxing jurisdic tion.
While all 50 states and the District of Columbia rely, to
varying degrees, on property taxes as a source of rev-
enue, no two states have identical property tax systems.

In general, property tax is levied on real and personal
property. Real property is best defined as the land and
all things permanently attached to it. In other wor ds, the
equipment dealer's facility or the contractor's sho p
and the land they stand on. Personal property is 
generally considered to be property which is not pe r-
manently attached to the land and which can be movedÐ
fixtures, furniture, equipment, and the like.

The tax assessor is the local government official
responsible for valuing all taxable property. The a sses-
sor may be elected, appointed, or be a career civil ser-
vant. After locating, identifying, and classifying all

properties in the jurisdiction, the assessor values or
assesses each property. 

By using data from recent studies, the appraiser
may attempt to accurately value similar properties in each
classification. Where sales data is not available, or not
appropriate for certain types of property, the assessor
may use the so-called ªcostº approach method that

asks the question ªHow much would it cost to replac e
the property using similar materials and labor?º
Obviously, not an easy question to answer.

The property appraiser assesses each property in
his or her jurisdiction, placing a dollar amount va lue based
on current market conditions on each property. Rarely
can anything be done to challenge or change the prop-
erty tax rate. Because property taxes are ªad valoremº
taxes, that is, assessed ªaccording to value,º however,
challenging the value of the property upon which th e
tax is levied is often successful.
Why Challenge?

The reasons for challenging the assessment upon
which the property tax bill is based are many and v ar-
ied. For example:

Assessed value too highÐSince property taxes are
required to be based on the fair market value of the 

Property tax reductions don't merely 
cut the property tax bill for this tax 

period; that lowered assessed value 
will help keep property taxes lower 

for many years to come. 
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pressure cleaning operation's prop-
erty, it is important that the asses-
sor's valuation accurately reflect
the true and fair market value or a
fraction thereof, as established by
law. The meaning of market value
as defined by the International
Association of Assessing Officers is:

ªThe highest price in terms of
money that a property will bring in
a competitive and open market
under all conditions for a fair sale,
the buyer and seller, each acting
prudently and knowledgeably, and
assuming the price isn't affected by
undue stress.º

Factual errorsÐDue, in part, to the
large number of properties and the
volume of dates the tax assessor is
working with, many tax records
contain clerical errors, miscalcula-
tions, and omissions that affect
property tax bills. The property
record card and other recordsÐ
public property allÐare used to
determine the pressure cleaning
operation's ad valorem property
tax valuation and must be care-
fully scrutinized.

Errors in land descriptionsÐThe
assessed value of many pressure
cleaning operations' property is
determined by two elements, the
land and the facility/building or
other improvements to that land. Lot
size, zoning class, condition of the
land, etc., all can contain easily cor-
rected errorsÐif they are discovered.

Illegal assessmentsÐAn illegal assess-
ment is one that either violates a
state law or a recommended guide-
line established by a supervising
state agency. The operation's prop-
erty may, for instance, be assessed
at more than the legally allowable
percentage of assessed value as pre-
scribed by state law.

Some states offer full or partial
exemptions for uses such as forests,
mines, and agricultural property.
Failure to recognize special-use exemp-
tions is not the only potential error.



Many states offer economic incen-
tive programs for any developer or
business constructing or renovat-
ing a building. In New York state, for
example, virtually every new or
renovated commercial building
qualifies for this property tax exemp-
tion. Unfortunately, school districts,
towns, villages, cities, and counties
in New York and elsewhere with
similar programs may opt out of
their state programs. 

Another illegal assessment might
result from the improper classifi-
cation of the property. Property
that is not classified the same as
other commercial propertiesÐor as
other pressure cleaning propertyÐ
in the taxing jurisdiction is an illegal
assessment.

In fact, many states attempt to
equalize assessments in the vari-
ous counties or jurisdictions by cal-
culating sales to assessment ratio
studies based on market value. If the
ratio for the property is signifi-
cantly above the percentage for
similar property in the area (usually
15% higher), then the assessment
might be illegal.
Reducing the AssessmentÐAnd The
Property Tax Bill

According to experts in the field,
there are a number of ways to reduce
the property tax burden on your
property:

Inventory all propertyÐKeeping
track of the operation's property, in
other words, making an inventory
of all property, every few years can
help a pressure cleaning contrac-
tor or equipment dealer ensure that
property taxes are levied only on
property and improvements actually
owned by the business. Sales, aban-
donment, and even improvements
that may impact on the property's
value are frequently lost or over-
looked, never to show up on the
assessment records. This is fre-
quently painful, especially where
the improvements may qualify for
special exemptions.

ªHands onº auditsÐAn onsite
inspection can identify property

currently used by the business as well
as the condition of that property. No
one wants to pay tax on so-called
ªghost property.º

Check and recheckÐAlthough the
assessor's records are public prop-
erty, few contractors or dealers rou-
tinely check those records for errors
or omissions. Of course, without
the proper homework regarding
the property's specifics, little can
be accomplished beyond detecting
math errors or blatant mistakes.
Thus, the first step in battling prop-
erty tax assessments is to know the
property being taxed.

If, after researching the assessment
on the pressure cleaning operation's
property, an error is uncovered, an
informal appeal will often be suffi-
cient to have the assessment lowered.
If not, the assessor's opinion regard-
ing the value of the property or the
methods he used to arrive at that
assessment may have to be chal-
lenged through an appeals process.

Each taxing jurisdiction has its
own distinctive laws, rules, and

regulations outlining the procedu-
ral steps to be followed by a con-
tractor or dealer who wishes to
appeal. After the informal approach
to the local assessor, the next step is
usually a local appeals board. Here,
too, the procedure is usually infor-
mal. Failure at this level usually
means a challenge to a state appeals
commission or board or a court
challenge. Recommended beyond the
local level, but available for all chal-
lenges, many experts are available
to press any case for property tax
assessment changes.

Property tax reductions don't
merely cut the property tax bill for
this tax period; that lowered assessed
value will help keep property taxes
lower for many years to come.
Shouldn't youÐor your advisorsÐ
investigate the accuracy and fairness
of the assessment on your pressure
cleaning operation's property?

Mark E. Battersby is a tax and finan-
cial advisor, writer, and lecturer in sub-
urban Philadelphia, working under the
name of Cricket Communications, Inc.CT
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