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We are required by regulation to inform you that any tax advice
contained in this communication (or in any attachment) is not intended
or written to be used, and cannot be used by any taxpayer, for the
purpose of avoiding U.S. federal, state, or local tax penalties or
promoting, marketing, or recommending to another party any
transaction or matter addressed in this communication (or any
attachment). The information contained herein is for informational
purposes only and is based on our understanding of the current tax laws
and published tax authorities in effect as of the date of publishing, all of
which are subject to change.

You should consult with your professional tax advisor to discuss the

potential application of this subject matter to your particular facts and
circumstances.
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2009 Snapshot: Property Tax Liabilities
Growing Disproportionately

The changing composition of state and local tax warrants more attention. As the
economy constricted in 2009, state and local tax receipts declined from 9.25% of
Gross Domestic Product in 2008 to 8.8% in 2009. According to the U.S. Government
Accountability Offices (GAO) report to Congress on State and Local Governments’
Fiscal Outlook (GAO-10-358, FY 2009), while most sources of state and local tax
receipts decreased, property tax receipts increased. In 2009, corporate state income
tax accounted for approximately 10% of all state and local tax receipts while property
tax accounted for more than a third of all state and local receipts totaling
approximately 34%.

While businesses have closely monitored their state income tax liability, property
taxes have subtly grown during a time in which most other sources of state and local
tax receipts have fallen. In a climate where real property values have plunged,
property taxes at the state and local level increased as a percentage of total state and
local tax receipts from approximately 30% in 2008 to 34% in 2009, an increase of over
10%, while corporate income tax receipts remained rather constant around 10% of
total tax receipts. The unexpected increase of property tax has two main causes:

(I the property tax assessment process lags behind in valuing actual market value,
and (2) it is administratively difficult for local governments to re-assess numerous
properties whose values have fluctuated so much in a short period of time. As a
result, property tax payers are potentially paying more than their fair share.

During a time where state and local budget shortfalls are commonplace, property tax
assessors have little motivation to act quickly in ensuring property tax assessment
values reflect market value. Property tax payers should ask themselves:

"Am | focused on the right state and local tax?"
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