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 City of Alexandria, Virginia 
 _________________ 
 
 MEMORANDUM 
 
DATE:  FEBRUARY 10, 2009 
 
TO:  THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL 
 
FROM: JAMES K. HARTMANN, CITY MANAGER 
 
SUBJECT: BUDGET MEMO #2: CALENDAR YEAR 2009 REAL PROPERTY 

ASSESSMENT REPORT 
_____________________________________________________________________________ 
 
ISSUE:  The Calendar Year 2009 Real Property Assessment Report for the City of Alexandria. 
 
RECOMMENDATION:  That City Council receive this report showing the results of the annual 
assessment of real property1 made pursuant to Section 4.08 of the City Charter. 
 
DISCUSSION:  Included in this report are the annual changes in real property assessments from CY 
2008 to CY 2009 and historical statistics related to assessment appreciation, new construction, and 
residential sales activities.  For valuation purposes, annual assessments have an effective date of 
January 1.  Assessment reports typically represent data on a calendar year basis.  Key changes in the 
assessed valuation of real property from CY 2008 to CY 2009 are summarized below. 
 
 OVERALL CHANGE IN CY 2009 REAL PROPERTY TAX BASE 
 
This year, the City=s overall real property tax base (including both locally assessed real property and 
state-assessed public service corporation property) decreased 2.06%, or $723.7 million from $35.1 
billion in CY 2008 to $34.38 billion2 in CY 2009 (Attachment 1, Page 3, Line 66, Column 5). 
 
The reduction of 2.06% in the tax base represents the first drop in the total tax base since CY 1994 
when the tax base declined 1.61%. The decline in the tax base reflects the continuation of a general 
                                                 

1Real Property is defined as the interests, benefits, and rights inherent in the ownership of real estate. The Appraisal 
Foundation, Uniform Standard of Professional Appraisal Practice (2008-2009 Ed.), p.U-4. 

2The 2009 valuation includes the 2008 value of state-assessed public service corporation property. This value was 
certified by the State Corporation Commission and Virginia Department of Taxation in September 2008. 
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downward trend reported over the previous two years when the tax base grew at a significantly 
slower pace, increasing by 4.02% (CY 2008) and 4.43% (CY 2007), respectively.  This is the first 
tax base decline since 1994. The following represents a 10-year history of the City=s property tax 
base. 

Table 1: 10-Year History of Percentage Change in Real Property Tax Base 
 

 
CY 

 
Percent Change 

 
CY 

 
Percent Change 

 
2000 

 
9.1% 

 
2005 

 
21.2% 

 
2001 

 
10.1% 

 
2006 

 
20.4% 

 
2002 

 
11.2% 

 
2007 

 
 4.4% 

 
2003 

 
19.9% 

 
2008 

 
4.0% 

 
2004 

 
18.4% 

 
2009 

 
-2.1% 

 
Points of Interest Relating to CY 2009 Assessment Changes: 
 
< Locally assessed real property assessments decreased 2.07% (which consists of new 

construction and loss in value of existing property), or $708.6 million, from $34.2 billion in 
2008 to $33.5 billion in 2009 (Attachment 1, Page 2, Line 42, Column 5). 

 
< Residential property decreased  4.39%, or $883.7 million, from $20.1 billion in 2008 to 

$19.3 billion in 2009 (Attachment 1, Page 1, Line 18, Column 5).   
 
< The commercial property tax base increased in 2009 by 1.24%, or $175.1 million, from 

$14.1 billion in 2008 to $14.3 billion in 2009 (Attachment 1, Page 2, Line 40, Column 5). 
 
< State-assessed public service corporation property assessments decreased 1.69%, or 

$15.1 million, from $892.1 million in 2008 to $877.0 million in 2009 (Attachment 1, Page 3, 
Line 64, Column 5).  The 2009 assessment is the value effective January 1, 2008. These 
values are certified by the State Corporation Commission (SCC) and the Virginia 
Department of Taxation (VDoT) in late September of the effective year of the valuation.  
The City bills all non-locally assessed properties on a fiscal year basis which allows for 
accuracy in the budget and collection process. 

 
< Tax exempt real property assessments increased from $4.95 billion in 2008 to $5.1 billion 

in 2009.  This represents an increase of 2.19%, or $108.5 million (Attachment 1, Page 4, 
Line 85, Column 5). This increase was largely driven by the Department of Defense 
purchase of a building site at Mark Center. 

 
< New construction activity added $268.4 million for CY 2009 which partially offset the total 

tax base decrease of $723.65 million.  Residential construction accounted for $64.5 million 



 
 Page 3 

of the new growth, while the commercial sector accounted for the balance of $204 million.  
In CY 2008, $433.5 million in new residential and commercial growth was added to the 
City=s  tax base.  Overall, $702 million in new construction has been added to the tax base 
over last two years.  This equates to approximately 2% of the current total taxable base. 

< Over the last five-year period, new construction (apart from its appreciation once completed) 
has added $2.7 billion to the tax base, or 7.9% of the current total tax base. 

 
< Based on data compiled by the Department of Planning and Zoning, a total of 2,130 

residential units in 20 projects of all types were in the construction phase during CY 2008.  
Of these, 33% were designated for owner-occupancy, while the balance of 1,426 units, or 
67%, were being constructed as rental housing.  Symptomatic of residential real property 
markets and financial sectors, the total number of units under construction represents a 28% 
decline from the previous year when 2,940 units were under construction.  

 
< Residential projects currently under construction and planned for completion during CY 

2009 include: Oak Grove (8 single-family detached), Coopers Grove (9 single-family 
detached),  Potomac Greens (227 single-family attached),  Beauregard Station  (41 
townhouse condominium units), The Duke Old Towne (18 townhouse and 40 mid-rise 
condominium units), Brandt  Condominiums (56 mid-rise condominium units), The Station 
at Potomac Yard (64 mid-rise rental apartments), and Alexan Carlyle (280 mid-rise rental 
apartments). 

 
< Real property classified as residential for assessment purposes for CY 2009 represents 

56.01% of the total real property taxable base, while property classified as commercial, and 
public service corporations, represents 43.99% of the base.  Distribution of the City=s real 
property tax base allocated between classifications of real property for assessment purposes 
is shown in Table 2 below. 

 
  Table 2: Distribution of CY 2009 Real Property Assessments by Property Classification  
 
 

Property Classification 
 

Percentage 
 

CY 2009 Assessments 
 
Residential Single Family 

 
38.8% 

 
$13,331,170,896

 
Residential Condominium 

 
16.9% 

 
$5,803,246,763

 
Residential Vacant Land 

 
0.4% 

 
$121,488,192

 
Commercial Multi-Family Rental 

 
12.8% 

 
$4,416,807,164

 
Commercial Office, Retail & Service 

 
27.1% 

 
$9,299,034,332

 
Commercial & Industrial Vacant Land 

 
1.5% 

 
$530,430,624

 
Public Service Corporation 

 
2.5% 

 
$876,984,914
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Total 100% $34,379,162,885

 
 
 
 RESIDENTIAL PROPERTY 
 
Points of Interest Relating to CY 2009 Residential Assessment Changes: 
 
< The average assessed value for an existing residential property (consisting of single-family 

homes, residential condominiums) decreased 4.75%, from $500,234 in 2008 to $476,490 in 
2009 (Attachment 1, Page 1, Lines 6 and 14, Column 8).  

 
< The average assessed value for a residential single-family home as of January 1, 2009, 

decreased 3.46%, from $659,990 in CY 2008 to $637,154. 
 
< The average assessed value for a residential condominium as of January 1, 2009, decreased 

7.57%, from $326,429 to $301,718.  
 
< For 2009, 87% of all residential condominiums decreased in value, 2% did not change, and 

11% increased in value. 
 
< The median assessment and the number of parcels by range of assessed value are shown in 

Table 3 below.  The number of properties valued under $250,000 grew from 6,098 in CY 
2008 to 8,323 in CY 2009 reflecting a 36.6 increase.  Likewise, the number of properties 
assessed over $500,000 also decreased from 15,241 in CY 2008 to 13,856 in CY 2009, or a 
decrease of 9.1%.  For CY 2009, 65.3% of all residential properties are valued at $500,000 
or less. 

 
 Table 3: CY 2009 Median Residential Assessments 
 

 
Assessment Range 

 
Number of Units 

 
Total Assessments 

 
Median Assessment 

 
Less than $100,000 

 
      21 

 
       $1,613,717 

 
     $86,541 

 
$100,000 - $249,999 

 
 8,302 

 
$1,622,392,219 

 
 $195,094 

 
$250,000 - $499,999 

 
17,747 

 
$6,481,963,264 

 
  $362,563 

 
$500,000 - $749,999 

 
 8,549 

 
$5,172,707,061 

 
  $598,195 

 
$750,000 - $999,999 

 
 3,485 

 
$2,968,992,700 

 
  $842,544 

 
$1,000,000 - $1,999,999 

 
 1,593 

 
$2,051,069,834 

 
$1,210,815 

 
$2,000,000 + 

 
    229 

 
    $835,474,211 

 
$2,419,628 



 
 Page 5 

 
 
< The 2009 assessed value ranges for single-family homes and condominiums within each 

small area plan are included as Attachment 4 to this memo. 
 
< The assessment/sales ratio for residential property (including single-family homes and 

condominium units) for CY 2008 was 99.04%, and for this same period the previous year the 
assessment sales ratio was 98.11%.  This statistic is simply a measure of CY 2008 
assessments (as of January 1, 2008) against subsequent CY 2008 sales.  In a market that is 
characterized as stable to moderately declining, an AV/sales ratio of 99.04% simply 
confirms current projections that housing assessments will generally continue their 
downward trend over the next year.  It should be noted that only validated arm=s-length 
transactions are used for assessment/sales ratio study purposes.  A summary of prior year 
assessment/sales ratio results is shown in Table 4 below. 

 
Table 4: Residential Assessment/Sales Ratio Studies Summary 

 Results for Calendar Years 2000-2008 
 

 
Calender Year 

 
Units 
Sold3

 
Total Sale Price 

 
AV/Sales Ratio 

 
Average Assessed Value % 

Change In Year After Study 
 

2008 
 

1,382 
 

$705,104,165 
 

99.0% 
 

N/A 
 

2007 
 

2,120 
 

$1,059,816,576 
 

98.1% 
 

-1.9% 
 

2006 
 

2,376 
 

$1,182,106,929 
 

97.4% 
 

-2.9% 
 

2005 
 

3,252 
 

$1,556,139,684 
 

80.8% 
 

19.5% 
 

2004 
 

3,746 
 

$1,476,487,148 
 

78.9% 
 

21.3% 
 

2003 
 

3,516 
 

$1,144,718,513 
 

82.3% 
 

16.9% 
 

2002 
 

3,401 
 

$934,579,588 
 

76.5% 
 

24.5% 
 

2001 
 

3,088 
 

$732,429,726 
 

78.3% 
 

15.3% 
 

2000 
 

2,769 
 

$609,111,863 
 

84.2% 
 

10.6% 

                                                 
3 It should be emphasized that the units sold represent those transfers that satisfied certain criteria for use in the State=s 

Annual Sales Ratio Study, and does not include the total number of transfers that occurred during the calendar year. For 
example, there were a total of 2,040 residential property sales in the City in 2008. This represents a 27.3% decrease from 2007 
when 2,806 sales were reported, and a decrease of 42.6% from 2006 when 3,551 were reported. 
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< Due to the continuing credit crisis and a deepening recession, most economists are 

forecasting another down year for the U.S. housing market in 2009.  Few would contradict 
this prediction given rising unemployment, higher mortgage delinquencies, and increasing 
foreclosures which are a frequent topic of discussion.  Despite all these indices, there  are 
factors that will help curtail the severity of the downturn, particularly in Alexandria where 
the economy is not in a state of substantial decline.  Mortgage rates are relatively affordable  
and were at or below 5 percent for 30-year conventional conforming loans in January 2009.  
Fannie Mae recently announced that it was loosening lending guidelines for home refinances 
even though it only applies to loans it owns or guarantees.  Another reason for some 
optimism is the fact that homes prices at the national level have fallen approximately 20 
percent from 2006 levels resulting in greater affordability.  Housing starts have also 
declined, which will help balance supply and demand, thereby reducing the glut of unsold 
homes.  The proposed federal economic stimulus package will also help the housing market 
by creating new jobs, curtailing the number foreclosures, and creating liquidity in the credit 
markets.  Another recent development is the possible passage of a federal home buyer tax 
credit which could spur demand.  Housing recently received good news when it was 
announced that December sales of existing homes increased 6.5 percent from the previous 
month, and unsold inventories dropped by 12 percent.  This could provide an indication that 
buyers are re-entering the market, but it is too early to make any prediction of a sustained 
turnaround. 

 
< Notwithstanding potential bright spots, most indices provide convincing evidence that 

declining home sales and prices are continuing to impact the metropolitan area.  The effects  
are worse in those jurisdictions located furthest from the Capital Beltway (I-495).  In the 
Northern Virginia area these would include  Prince William and Loudoun Counties.  Table 5 
below compares 2007 and 2008 sales prices in the City of Alexandria and other jurisdictions 
in Northern Virginia. It should be noted that these statistics are compiled for individual 
months and fluctuations do occur based on the inventory available and settled within that 
month. Also, Alexandria=s average prices tend to be lower, as lower priced condominiums 
are a larger percentage of the City=s residential tax base, than in other Northern Virginia 
jurisdictions. The real story is the significant drop in values for areas outside the beltway. In 
general, localities located closest the District have historically, and will continue to 
command higher prices. 

 
 Table 5: 2007 and 2008 Sales Price Comparison For 
 Selected Northen Virginia Jurisdictions 
 

 
Jurisdiction 

 
2007 Price 

 
2008 Price 

 
$ Change 

 
% Change 

 
Alexandria 

 
$502,900 

 
$471,200 

 
-$31,700 

 
  -6.3% 

 
Arlington Co. 

 
$559,000 

 
$539,300 

 
-$19,700 

 
  -3.5% 

 
Fairfax Co. 

 
$542,000 

 
$445,900 

 
-$96,100 

 
-17.7% 
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Loudoun Co. 

 
$516,800 

 
$389,000 

 
-$127,800 

 
-24.7% 

 
Pr. William Co. 

 
$395,000 

 
$257,900 

 
-$137,100 

 
-34.7% 

 
Source: Metropolitan Regional Information Systems, Inc. 

GMU Center for Regional Analysis 

  
 
< Residential Real Property Sales Statistics for 2006, 2007, and 2008 which reflect the dollar 

volume, the number of units sold and the average sales price are included as Attachment 5.  
These statistics were prepared by the Department of Real Estate Assessments.  Based on 
validated arms-length transfers, the average sale price for a single-family dwelling decreased 
5.65% from the previous year to $607,567.  Condominiums decreased 9.43% to 301,115 in 
2008.  Combined, the average price decreased 6.37% from $495,052 in 2007 to $463,527 in 
2008.  This was supported by statistics compiled by the Center for Regional Analysis that 
reported a calendar year-over-year decrease of 6.3% from 502,990 in CY 2007 to $471,200 
in CY 2008. 

 
< In December 2008, the number of active listings in the City stood at 678 (297 single-family 

and 381 condominiums). Of these, 43 percent are priced between $350,000 and $999,999, 11 
percent are priced in excess of $1,000,000, and 46 percent are priced below $350,000.  Of 
those priced below $350,000, 45 are single-family and 271 are condominiums.   

 
< On a month-over-month basis, average days on the market in December 2008  decreased 8.7 

percent to 84 days.  Based on 149 sales during the month (which compared to 153 sales in 
2007), the unsold  inventory stood at approximately 4.5 months.  This available supply figure 
could be misleading given the potential number of homeowners that are not willing to 
market their homes at current price levels. 

 
< According to recent presentations prepared by the George Mason University Center for 

Regional Analysis discussing the regions economy and housing market, housing activity is 
projected to be weak in 2009, but start to improve toward the second half of the year.  
Despite significant job losses in other parts of the country, particularly in the manufacturing 
states, the Washington, D.C.  Metro Area was still generating jobs with approximately 
25,600 created during 2008.  The Washington, D.C. Metro Area is the only metropolitan area 
of the country adding jobs. Of these, 12,500, or 48.8 percent were created in Northern 
Virginia.  The largest gains were reported in the professional and business service sectors 
where the jobs are generally higher paying than those that were lost in other sectors.  This 
would help explain why home prices are more stable in close-in locations inside the Capital 
Beltway.  Job growth in Northern Virginia is expected to continue over the next several 
years with 12,200, 19,800, and 23,500 new jobs created in 2009, 2010, and 2011, 
respectively.  Notwithstanding job growth in the various sectors of the economy,  the federal 
government will remain a primary source of economic stimulus for the region.  Consumer 
confidence will also play a major role in any market reversal.  As always, price and income 
will be the determining factor relative to demand over the long-term.  In other words, salaries 
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associated with these new jobs have to be commensurate with  price in order maintain 
overall affordability. 

 
< Despite current market conditions, the region=s employment picture is still better than most 

being third in the nation in terms of new job creation. A regional unemployment rate as of 
January 1 of 4.5 percent compares favorably with the current national average of 7.6 percent. 
 As of December 2008, the unemployment rate in the City of Alexandria was 3.2 percent.  
This compares favorably with the 3.9 percent rate in Northern Virginia and  5.2 percent in 
the Commonwealth of Virginia. 

 
< Current statistics indicate that one out of four foreclosures nationwide involve an investor.  

Regionally, the greatest risk for these types of properties exists in the outer suburbs, or those 
areas located outside of the Capital Beltway (I-495) which experienced the highest rates of 
appreciation from 2003 through 2006.  On a positive note, the sub prime market represents a 
small percentage of the total mortgage debt.  As of January 1, 2008, the sub prime market in 
Northern Virginia only totaled 5.5% all mortgage debt.  Maryland and the District of 
Columbia maintained slightly higher percentages of 7.1% and 5.9%, respectively.  Refer to 
Table 6  for foreclosure activity in the City of Alexandria from 2006 through 2008. 

 
 Table 6: Foreclosures In The City of Alexandria 
 By Property Type 2006, 2007 and 2008 
 

 
Year 

 
2006 

 
2007 

 
2008 

 
Condominium 

 
21 

 
83 

 
241 

 
Single-Family 

 
1 

 
56 

 
123 

 
Commercial 

 
1 

 
0 

 
1 

 
Vacant Land 

 
0 

 
1 

 
0 

 
Total 

 
23 

 
140 

 
365 

 
Source: Department of Real Estate Assessments 

 
< Based on the data, the number of recorded foreclosures increased 160.71 percent between 

2007 and 2008. According to statistics compiled by the George Mason University Center for 
Regional Analysis, the foreclosure rate in the City is significantly less than Northern Virginia 
jurisdictions outside the Capital Beltway.   

 
 

 
In conclusion, both the single-family and condominium markets remain in transition. The 
Washington Business Journal recently asked three experts what to expect in 2009 and 
received three different answers. The market, while potentially Afirming up@ for close in 
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locations, will remain volatile due to overpriced housing relative to incomes, and the 
potential for more foreclosures.  

 
 
 
 
 
 
 

COMMERCIAL PROPERTY 
 
Points of Interest Relating to CY 2009 Commercial Assessment Changes: 
 
L The value of existing locally-assessed commercial property on January 1, 2009, increased 

1.24%, or $175.12 million.  Property depreciation of $28.83 million was offset by $203.96 
million in new construction value (Attachment 1, Page 2, Line 40, Columns 6 & 8). 

 
< According to the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, a publication of 

PriceWaterhouseCoopers, the continuing financial crisis and recent job losses have become 
much more broad-based, and are reaching far beyond industries associated with the housing 
downturn.  Nationally, large job losses have been reported in the retail, and professional and 
business service sectors.  As such, investors in the commercial real estate industry are 
cautious about market fundamentals and bracing themselves for the impact in 2009.  The 
national office market has already seen signs of trouble ahead with increasing vacancy rates 
reported within both CBD and suburban sectors.  With the pullback in consumer spending it 
will only follow that the retail sector will turn negative. Commercial real estate has typically 
been viewed as a lagging market, thus, it would not be unorthodox to predict that further 
market deterioration through the domino affect should be expected in 2009 and into 2010.  
With the projected depth of the recession only worsening, supply will likely outpace demand 
in most, if not all, of the commercial market sectors.  This will effectively create a tenants= 
market resulting in lower rental rates.  These factors combined with higher rates of 
capitalization and more stringent underwriting standards will result in declining property 
values.  The impact on individual markets and specific property types will vary greatly based 
on a region=s underlying fundamentals and property characteristics.  Commercial markets 
such as those that characterize the Washington metropolitan area are also expected to 
experience adjustments.  Notwithstanding, the challenge for market participants in 2009 will 
be dealing with price corrections and the lack of available financing.  After months of  
compressed capitalization rates, risk measurement will play a controlling role in purchase 
and financing decisions.   

 
< As if increasing vacancy, falling rents, and higher capitalization rates are not enough, the 

market is also having to contend with the lack of available debt capital.  With investment 
banking and commercial mortgage-backed securities losing their once dominant role as a 
financing mechanism, commercial property owners are now faced with finding sources of 
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new funding as existing loans mature.  According to a recent article in the Business Section 
of the Washington Post, approximately one-third of the loans used to finance commercial 
buildings in the Washington area that were subsequently sold to Wall Street are maturing in 
the next five years.  Property owners of office buildings, shopping centers, hotels and rental 
apartments are scrambling to secure new funding.  This is proving increasingly difficult in a 
credit market that is virtually frozen.  In the event new financing cannot be secured, they 
may be forced to sell otherwise performing assets during a downward trend in the market.  
According to data compiled by Real Capital Analytics, approximately $21 billion in existing 
commercial debt must be refinanced by the end of 2013.  Banks are now, however, requiring 
larger equity positions and personal recourse.  It is estimated that approximately one-half of 
$61.2 billion of such loans made in the Washington metropolitan region are for properties 
located in Virginia and will come due over the next five years.  Delinquencies are not yet an 
issue. The international real estate investor community has just ranked the Washington, D.C. 
area as the most attractive investment opportunity region in the world. While this is a very 
positive statement, the global financial crisis, coupled with the large drop in oil prices, has 
drastically shrank the potential international investor pool. 

 
 
In conclusion, the first cracks in the commercial market were exposed during 2008.  
Continued difficulties in the credit market in 2009 will result in lower rental rates, higher 
vacancy, and lower market values.  Expect capitalization rates across all commercial 
sectors to increase as the market re-prices risk and demands greater equity positions from 
investors. Increasingly likely, higher capitalization rates during 2009 will probably result 
in a drop in the City=s commercial tax base to be reflected in 2010 assessments. 

 
 
 
Land Values 
 
Unimproved land remains a scarce commodity in the City of Alexandria.  Uncertainty about the 
timing of a sustained recovery have resulted in fewer land sales over the last year.  Other than 
scattered residential lot sales, there were two land transfers of interest during 2008.  
 
On December 4, 2008, Mark Center Land LLC (Duke Realty), transferred 15.9 acres to the United 
States of America for a recorded consideration of  $105 million.  This equates to $151.60 per square 
foot of ground, or $76.00 per FAR based on a proposed office development containing 1.4 million 
square feet. While this land sale is a strong indication of value in the west end, this parcel will 
remain tax exempt now that it is owned by the Federal Government. 
 
On May 20, 2008, Alexandria-Southern Properties, Inc., transferred 4.6 acres to the Carlyle Plaza, 
LLC, for a recorded consideration of $17 million.  This equates to $85.50 per square foot of land, or 
$45.71 per FAR based on a proposed development. The property constitutes Block P of Carlyle.  
 
New Construction Activity 
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New construction activity continues to show signs of slowing for projects that are currently being 
developed as well as for new starts. Some of the more significant new construction projects are 
summarized in Table 7 below and continued on the top of the following page. 
 
 
 
 
 
 

Table 7: Selected New Construction Projects 
 

 
Project Name 

Address 
 

Land Use 

 
% Complete 
As of 1-1-09 

 
Comments 

 
Beauregard Station 

520 Armistead Street 

 
Residential 

Condominium 
 

40% 

 
41 townhouse condo units.  13 units 
have been  completed. 

 
Patent & Trade Center, Block J  

2050 Ballanger Ave. 
 

Office/Retail 
 

80% 

 
52,037 square feet of office space 
and 16,319 square feet of retail. 

 
Patent & Trade Center, Block K  

1900 Ballenger Ave. 
 

Office/Retail 
 

80% 

 
32,594 square feet of office space 
and 29,048 square feet of retail. 

 
Kimpton Hotel 

1514-1520 King Street 
 

Hotel 
 

90% 

 
107 rooms within a 121,670 square-
foot mid-rise building.. 

 
Alexan /Carlyle Center 
310 Hooffs Run Drive 

 
Multifamily 

Rental 
 

30% 

 
281 rental apartments within two  
mid-rise buildings. 

 
The Duke Old Towne 

1300 Duke Street 

 
Residential 

Condominium 
 

25% 

 
18 townhouse and 40 condo flats 
within a mid-rise building. 

 
Brandt Property 

900 N. Washington Street 

 
Residential 

Condominium 
 

50% 

 
56 condominium flats within three 
mid-rise buildings. 

 
Victory Center 

5001 Eisenhower Avenue 
 

Office 

 
33% of 

existing bldg 
 
512,089 square feet of office space.

 
Edmunson Plaza 
1701 Duke Street 

 

 
Office/Retail 

 

 
site imps. 

only  

 
101,108 square feet of office space 
and 27,800 square feet of retail. 

 
 
 
Office Market Overview 
 
This property class is segmented by size and includes both large office buildings and junior office 
buildings.   The base for this property type increased a nominal 0.8%, or approximately $40.6 
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million, from $4.99 billion in CY 2008 to $5.03 billion for CY 2009 (Attachment 1, Page 2, Line 30, 
Column 5).  The net increase to the base was the result of $65.0 million in new growth offset by 
$24.4 million in property depreciation. 
 
The Northern Virginia office market was relatively well insulated from the downturn recorded 
during the fourth quarter of 2008, but is none the less contending with declining demand and 
increasing vacancy.  Not all submarkets though are being impacted the same as office areas located 
inside the Capital Beltway (I-495) which continue to outperform their counterparts outside the ring.  
Generally, the diversified tenant base provided an element of stability. Sub-markets inside I-495 
have performed better and maintained tight dynamics.  Relative low vacancy and high rents, the 
office market in Alexandria and neighboring Arlington County contrasts sharply with western 
Fairfax and eastern Loudoun Counties where an oversupply exists due to a number of new building 
deliveries during late 2007 and throughout 2008. 
 
As with most commercial property, the number of office buildings sales fell significantly during 
2008. Capitalization rates trended upward and this is expected to continue into 2009.  While new 
development projects are planned, new construction for the most part is expected to taper off 
significantly until the financial markets recover and signs of a general recovery become apparent.  
As of January 1 only three office buildings totaling 258,906 square are scheduled to be delivered in 
the City during 2009.  
 
According to statistics compiled by the CoStar Group, the City of Alexandria, as of January 1, 2009, 
 contained 19 million square feet of office space.  At this time, direct vacancy averaged 6.3% 
(excluding Victory Center).  This compares with a direct vacancy rate in Northern Virginia of 
13.7%.  Full service office space rents in the city average $32 per square foot.  It should be noted 
that the average asking rent actually increased 3.5% between 2007 and 2008. 
 
According to data detailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall 
capitalization rates in the Northern Virginia Office Market ranged from 5.0% to 9.0% with an 
average of 7.08%.  This represents an increase of 25 basis points from the same period one year 
earlier when the average rate was 6.83%.  Office building sales that occurred in the City during  
2008 are summarized in Table 8 on the following page. 
 
 
 Table 8: 2008 Office Building Sales 
 

 
Property Location 

 
Sale Date 

 
Bldg. Size In Sq.Ft. 
Net Leaseable Area  

 
Consideration 

 
Price/Sq.Ft. 

of NLA 
 
720 N. Saint Asaph Street 

 
2-29-2008 

 
20,000 

 
$5,850,000 

 
$292.50 

 
2800 Shirlington Road 

 
3-14-2008 

 
205,127 

 
$62,500,000 

 
$304.69 

 
1650 Diagonal Road 

 
1-14-2008 

 
28,045 

 
$10,196,200 

 
$363.57 
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2051 Jamieson Avenue 3-11-2008 139,194 $65,795,987 $472.69 
 

2318 Mill Road (Condo) 
 
4-23-2008 

 
123,251 

 
$50,391,919 

 
$408.85 

 
2318 Mill Road (Condo) 

 
2-29-2008 

 
126,459 

 
$50,583,664 

 
$400.00 

 
 
 
 
 
 
Multi-Family Apartment Market Overview 
 
The multi-family (rental) property base increased 0.8%  for CY 2009 (Attachment 1, Page 2, Line 
26, Column 5) to $4.4 billion.  This is significantly less than CY 2008 when this class increased 
$367.8 million, or 9.1%, over the previous year.  Overall, there is a $33 million increase for CY 
2009.  New growth of $82.5 million was substantially offset by $49.5 million in depreciation. 
 
The national apartment market is only now reacting to the current employment trends which is its 
primary generator of demand.  It is now common for some tenants to consolidate with friends or exit 
the market entirely by  moving back home with parents.  According to the Fourth Quarter 2008 
Korpacz Real Estate Investor Survey, the national apartment market vacancy rate increased to 6.1% 
up from 5.7% the previous year.  Owners are now focusing all efforts on preserving income streams. 
 
With debt capital hard to obtain, investors are shifting away from acquisitions and concentrating on 
existing property operations and asset management.  Like the office market, retaining tenants and 
luring new ones is the name of the game to safeguard revenue. It is important to note that sales of 
apartment projects have not been as severely impacted compared to other sectors of the commercial 
market with well-located projects in close proximity to employment centers and transportation 
modes still perceived to be solid investments. Overall, the Washington metropolitan area continues 
to be one of the top apartment markets due to continued employment growth and a highly transient 
workforce.  
 
According to data detailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall 
capitalization rates in the National Apartment Market ranged from 3.8% to 8.5% with an average of 
6.13%.  This represents an increase of 38 basis points from the same period one year earlier when 
the average rate was 5.75%. 
 
Warehouse Market Overview 
 
The industrial warehouse property tax base increased $5.3 million, or 0.7%, for CY 2009 
(Attachment 1, Page 2, Line 33, Column 5) to $780.1 million.  This is significantly less than CY 
2008 when this class increased $73.2 million, or 10.3%.  
 
The only new construction in the City during the 2008 was in the form of the partial redevelopment 
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of the Hoffman Town Center.  Here, approximately 26,100 square feet of flex warehouse space was 
converted for retail known as the Shops at Eisenhower East.  The existing structure was razed, and a 
new building is being constructed using the same footprint.  As commercial and mixed-use land in 
the City becomes more scarce, market evidence suggests that large warehouse properties will 
continue to sell in the future for the purposes of redevelopment.  Current uses, however, will be 
retained on an interim basis pending more favorable economic conditions. 
 
 The national warehouse market has deteriorated from 2008 with supply now exceeding demand.  
All facets of the larger economy are affecting demand for general warehouse space, distribution 
facilities, and flex industrial uses.  Of the 2.6 million jobs lost in the United States in 2008, 
significant reductions were reported in the manufacturing, retail, and wholesale trade sectors that 
essentially drive industrial demand. 
 
According to the CoStar Group statistics, the City has an overall direct vacancy rate of 5.6%.  Triple 
net asking rents for industrial space average of $11.50 per square-foot.   
 
According to data detailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall 
industrial capitalization rates ranged from 5.0% to 9.0% with an average of 6.73%.  This represents 
an increase of 25 basis points from the same period one year earlier when the average rate was 
6.48%.  Industrial building sales that occurred in the City during  2008 are summarized in Table 11 
below. 
 

Table 11: 2008 Industrial Building Sales 
 

 
Property Location 

 
Sale Date 

 
Bldg. Size In Sq.Ft.  
Gross Floor Area   

 
Consideration 

 
Price/Sq.Ft. of GFA 

 
3655 Wheeler Avenue 

 
8-18-2008 

 
18,096 

 
$2,671,667 

 
$147.64 

 
5703 Edsall Road 

 
12-19-2008 

 
29,400 

 
$5,150,000 

 
$175.17 

 
 
Hotel Market Overview 
 
The base for this property type increased 6.8%, or approximately $63.3 million, from $930 million 
in CY 2008 to $993.3 million for CY 2009 (Attachment 1, Page 2, Line 34, Column 5).  Of this, 
$44.1 million is attributable to appreciation, while the balance of $19.2 million is derived from new 
growth.  The CY 2009 percentage increase is less than those in CY 2008 and CY 2007 when the 
hotel tax base increased 17.8% and 27.4%, respectively. 
 
On a national scale, the hospitality industry is the story of the day.  A multitude of economic 
challenges during 2008 negatively impacted the demand for lodging.  Lower occupancies combined 
with supply growth more then offset any gains derived through higher Average Daily Rates (ADR), 
and now that a recession is firmly in-place with rising unemployment, the state of the national 
hospitality industry is only expected to worsen.  A recent report issued by PricewaterhouseCoopers, 
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forecasted a significant reduction in Revenue Per Available Room (RevPAR) in 2009 due to the  
sharp economic deceleration.  Based on data compiled by Smith Travel Research, an 11.2% decrease 
in RevPAR is projected for 2009; this after a 1.9% decrease during 2008.  Occupancy in 2008 is 
expected to decline 3.9 percentage points to 56.5% primarily attributable to a year-over-year decline 
in demand.  A recent article in the Washington Post, also cited data prepared by PKF Hospitality 
Research indicating declines within all key measures.  However, the Washington area will probably 
be less impacted than the national market due to the presence of the federal government, and 
Alexandria=s drivetime accessability to most residents of the Eastern U.S. will help temper the likely 
drop in hotel room demand. 
 
In the City, declines in occupancy have been more than offset by increases in both ADR and 
RevPAR.  Refer to Table 12 at the top of the following page which detail these measures over a 
three-year period. 
 

Table 12: Occupancy %, ADR, and RevPAR 
 City of Alexandria CY 2006 - CY 2008 
 

 
Measure 

 
2006 

 
2007 

 
2008 

 
% Occupancy 

 
69% 

 
68.2% 

 
67.1% 

 
ADR 

 
$139.41 

 
$145.88 

 
$155.67 

 
RevPAR 

 
$96.23 

 
$99.46 

 
$104.48 

 
Source: Smith Travel Research  - December 2008 

 
New hotel construction in the City includes the Westin at Carlyle which is a 312 room full service 
facility,  the 180-room Marriott Residence Inn located at 2345 Mill Road, and a 107-room Kimpton 
hotel being developed on the 1500 block of King Street.  The first two facilities were delivered in 
2008.  The Kimpton facility on King Street will be delivered during the first quarter of 2009.  There 
were no sales of hotels in the City during 2008. 
 
 
According to data detailed in the Third Quarter 2008 Korpacz Real Estate Investor Survey, National 
Full-Service Lodging capitalization rates ranged from 6.0% to 10.5% with an average of 8.50%.  
This represented an increase of 20 basis points from the same period one year earlier when the 
average rate was 8.30%.  The National Luxury/Upper-Upscale Lodging capitalization rates ranged 
from 5.0% to 11.0% with an average of 8.71%.  This was no change from the previous year. 
 
Shopping Center Market Overview
 
The base for shopping center properties  increased 5.8%, or approximately $33.6 million, from 
$575.1 million in CY 2008 to $608.6 million for CY 2009 (Attachment 1, Page 2, Line 32, Column 
5).   
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Based on data compiled by the Department of Finance and the Virginia Department of Taxation, 
third quarter 2008 gross retail receipts totaled $518 million.  This was a 4.6% decrease from the 
previous year quarter with gross receipts totaled $543 
 
According to the CoStar Group statistics, the overall direct vacancy rate is 3.5%.   Including a very 
limited inventory of sublet space, the overall vacancy rate increases to 3.6%.  Triple net asking rents 
for retail space average of $32 per square foot.  Notwithstanding the current situation, a moderate 
increase in the City=s vacancy rate for this land use should be anticipated during the course of 2009. 
 
For the most part, the City is characterized by neighborhood shopping centers.  According to the 
Fourth Quarter 2008 Korpacz Real Estate Investor Survey, capitalization rates for these property 
types ranged from 6.0% to 10.0% with an average of 7.57%.  This represented an increase of 25 
basis points from the same period one year earlier when the average rate was 7.24%. 
 
Although Landmark Mall has continued to struggle, the performances of the City=s 28 neighborhood 
centers and Potomac Yard Retail Center continued to perform well with high occupancy levels and 
stable operating positions. General Growth (which manages Landmark Mall and owns a majority of 
it) continues to struggle with debt obligations and the Mall will be facing redevelopment in the 
future. The current economic conditions are likely to delay the redevelopment of this site. Potomac 
Yard Retail Center has subdivided the theater component and will be most likely looking to develop 
the site. 
 
Nationally, a decrease in consumer spending and increasing in vacancy rates is making for cautious 
investors. According to Emerging Trends in Real Estate 2009, well located strip centers with a 
grocery anchor will continue to draw necessity shoppers.  Centers located in high-density areas with 
demographic characteristics that include high disposable incomes and higher than average wage 
increases will receive the most focus.  Above average incomes of Washington Metro area residents 
are more than adequate to support most types of retail development.  Due to the area=s relative low 
unemployment rate, companies have used  high salaries as a lure to attract qualified individuals.  
Despite moderate growth, the Washington Metro economy is projected to outperform most other 
areas of the country in 2009 with improvement expected during 2010.  There were no shopping 
center sales in the City during 2008. 
 
General Commercial Overview 
 
General Commercial properties typically contain uses such as small retailers, repair and service 
establishments, restaurants, and financial institutions.  This property type is broadly defined as 
commercial properties that contain less than 12,000 square feet of space.  The market for smaller, 
leased and owner-occupied commercial space continued to be generally stable or slightly declining 
as reflected by the sales prices for these types of properties during 2008.  It also has the highest 
percentage of owner-occupied properties compared to other classes of property in the City. 
 
The base for this property type decreased 1.36%, or approximately $19.2 million, from $1.42 billion 
in CY 2008 to $1.40 billion for CY 2009 (Attachment 1, Page 2, Line 28, Column 5).  The past 
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several years has seen rental rates lagging behind what an investor would expect based on the market 
transactions relative to a competitive rate of return.  During CY 2008, we continued to see increases 
in rental rates to levels more commensurate to what would be expected based on the sales prices of 
these properties.  These are expected to stabilize, or decrease slightly, during 2009. 
 
 
 
 
 
 ASSESSMENT PROCESS 
 
The legislation enabling and requiring the City to annually assess real property for local taxation is 
found in the Virginia Constitution, Code of Virginia, Charter of the City of Alexandria and 
Alexandria City Code.  The Department of Real Estate Assessments (DREA) annually assesses all 
parcels of real estate in the City at 100% of fair market value.  In establishing annual real property 
assessments, DREA uses mass appraisal methods to estimate the fair market value.  Mass appraisals 
replicate the market for one or more land uses across a wide geographic area, while single-property 
appraisals represent the market for one kind of land use in a limited area.  Notwithstanding the 
relative difference, mass appraisal builds on the same principles as single-property appraisal.  The 
CY 2009 real property assessments are the result of measuring market indicators from arms=s length 
transactions, property income and expense information, and comparable construction cost data.  
Staff also employs numerous data services and our Computer Assisted Mass Appraisal (CAMA) 
System to produce equitable values for all properties in the City. 
 
For CY 2009, 43,529 local taxable properties were assessed.  Also assessed on an annual basis were 
1,047 tax exempt parcels.  Assessment notices were mailed to property owners on February 10, 
2009.  Real estate assessment information was available on the city=s web site on February 10th in 
conjunction with the City Council presentation, which included the information about the forms 
needed for the review and appeal process, the 2009 assessments for all locally assessed properties, 
general assessment information, and our improved data search capability on the real estate portion of 
the City=s web site enabling residents to view recent sales data, as well as the sales used to determine 
their assessment.  
 
The 2009 assessment notices included information about requesting a review of assessment with 
DREA by April 1, and information about filing an appeal of the assessment with the Board of 
Equalization and Assessment Review by July 1.  Typically less than 2% of owners or real property 
challenge the assessed value of their property through the annual assessment review and appeal 
process.  In 2008, the number of requests for assessment reviews filed with DREA and appeals to the 
Board represented 1.65% (720) and 1.08% (471), respectively, of the 43,532 locally assessed 
properties in the City. The number of reviews and appeals has seen an increase as the markets 
continue to decline, and we expect this trend to continue during 2009. 
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Cindy Smith-Page, Director 
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Michael Slavin, Senior Appraiser 
Ryan Davies, Senior Appraiser 
Clare Downey, Real Estates Appraiser II 
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Annwyn Milnes, Real Estate Appraiser I 
Ann Radford, Supervisory Secretary III 
Robert Linnenberg, Assessment Records Specialist 
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Marilyn Brugeuras, Account Clerk III 
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Attachment 1:  CY 2009 Real Property Assessment Summary Including Appreciation and 

New Growth 
Attachment 2:  Map Showing 2008 to 2009 Residential Property Appreciation by 

Geographic Area 
Attachment 3:  CY 2009 Median Assessments for Single Family Homes and Residential 

Condominiums (by value ranges and small area plan) 
Attachment 4:  CY 2009 Average Real Property Assessments for Single Family Homes and 

Residential Condominiums by Geographical Area 
Attachment 5:  Residential Sales Statistics (January 2006 through December 2008) Prepared 

by the Department of Real Estate Assessments 
Attachment 6:  Map of 2008 Foreclosed Properties 
Attachment 7:  AExisting-Home Sale Spike As Bargains Glut Market,@ The Washington Post, 

January 27, 2009 
Attachment 8:  AResidential Real Estate-The Housing Market In >09?  It=s Anyone=s Guess,@ 

Washington Business Journal, January 2-8, 2009 
Attachment 9:  ATough >09 Is Seen for Commercial Real Estate,@ The Washington Post, 

January 20, 2009 
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Attachment 10: ACommercial Sector Expects Things to Get Worse,@ The Wall Street Journal, 
January 14, 2009 
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