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SUMMARY

The Supreme Court of Ohio held that R.C. 5713.03 requires real property to be valued as a fee-simple
estate as if unencumbered, meaning free of lease encumbrances, but does not require the property to be
treated as vacant at transfer. The court adopted a market-lease approach permitting consideration of
leases with market terms and affirmed the lower court’s valuation of the Lowe’s property at
$8,480,000.
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QUESTIONS PRESENTED

1. Whether R.C. 5713.03's requirement that real property be valued as a fee-simple estate, as if
unencumbered, requires the property to be appraised as vacant at the time of transfer.

2. Whether R.C. 5713.03 requires an appraiser to make fixed property-rights adjustments to comparable
sales involving lease encumbrances.

3. Whether the common pleas court abused its discretion by adopting the school board's $8,480,000
appraisal over Rancho's $5,800,000 appraisal.

HOLDINGS

1. R.C. 5713.03 requires application of a market-lease rule, not a vacant-at-transfer rule. Property must be
valued as if free from an encumbrance such as a lease, but the statute does not require the appraiser to
assume that the current tenant vacated or that the property was vacant at the time of transfer.

2. Neither R.C. 5713.03 nor Ohio precedent requires or forbids a fixed property-rights adjustment to
comparable sales involving leases. Adjustments are permissible when supported by an appraiser's expert
analysis of the relevant market.

3. The common pleas court acted within its discretion by finding the school board's appraisal more
probative and adopting its $8,480,000 valuation.

KEY QUOTATIONS

“In sum, our case law establishes a “market-lease rule.”” (¶ 32)

“The selection of comparable sales and adjustments made to the sale prices by an expert appraiser, so long as
the sales and the adjustments relate to the market for the property at issue, are legally permissible.” (¶ 35)

FACTUAL BACKGROUND

Rancho owned a 141,400-square-foot Lowe's Home Centers property on more than 12 acres in Warren County.
Rancho acquired the property in 2011 for $5,130,000, subject to a 20-year ground lease under which Lowe's paid
$375,000 annually. For the 2016 tax year, Rancho's appraiser valued the property at $5,800,000 using sales-
comparison and income-capitalization approaches, while the school board's appraiser valued it at $8,480,000
after considering comparable first-generation leased properties and market rents. The lower courts adopted the
school board's valuation.

PROCEDURAL HISTORY

The Warren County Auditor assessed the property at $8,493,150 for tax year 2016. After Rancho challenged the
assessment, the Warren County Board of Revision retained the auditor's valuation. On appeal under R.C.
5717.05, the Warren County Court of Common Pleas initially adopted Rancho's appraiser's $5,800,000
valuation, but after objections it sustained the county and school board's objections and adopted an $8,480,000



valuation based on the school board's appraisal. The Twelfth District Court of Appeals affirmed, and the
Supreme Court of Ohio accepted jurisdiction and affirmed.
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