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When managing a multi-property real estate portfolio, businesses must handle taxes of all 
kinds. The two most commonly associated with property taxes in the United States are: 
Personal Property Taxes and Real Estate Property Taxes. Many organizations 
underestimate the  needs of real estate tax management and try to manage all their 
property tax needs in one common software. However, while both are tied to the same 
property, the processes for filing, reviewing, analyzing and forecasting these taxes are 
vastly different. This is why using personal property tax software to manage your real 
estate tax liability just doesn’t work.

Personal Property Taxes vs. Real Estate 
Property Tax – What’s the difference?
Real estate property tax is applied to the value of the property itself and includes both 
land and improvements. On the other hand, personal property tax pertains to the goods 
that a business owns and uses, like machinery and equipment. It should be noted that 
personal property taxes are specific to the United States. In addition, only 80% of 
American states impose a business personal property tax, with that number expected to 
decrease over time. Conversely, real estate property tax is applied in most countries, and 
across all of the United States.

Valuation Process

Real property taxes are re-valued periodically by counties and jurisdictions, whereas 
personal property is self-reported, by the taxpayer. Businesses with taxable personal 
property are required to complete prescribed forms each year for the individual 
jurisdictions in which their personal property is situated. Personal property values are 
generally determined by taking the original asset acquisition cost listed and depreciating 
it using prescribed depreciation tables. These tables categorize personal property in order 
to apply different depreciation schedules depending on the asset type. Failure to file in a 
timely manner can result in penalties and lost appeal rights.

In contrast, real estate tax valuation typically relates to current property values, which are 
ever changing. Values are not determined solely based on purchase price and 
depreciation as with personal property. Rather, real estate is valued using one of three 
approaches to value: cost, income and comparable sales. Since there are so many 
factors that influence the value of a property, and since property valuation is somewhat 
objective, businesses have the right to appeal their values if they feel they are inaccurate 
or unfair. Therefore, with the appropriate solution in place to track and manage real estate 
assessments, taxes and historical/future trends, there is tremendous opportunity for 
property tax reductions and cost savings.

Review and Appeal Determination

Personal property and real property have different factors evaluated for appeal 
opportunities. Personal property appeal opportunities are usually found in the following 
areas:



Asset categorization – ensuring that the item is categorized correctly so the 
depreciation value applied is consistent with the type of asset.

Out of service business personal property – reporting items no longer in use 
and as soon as possible to avoid paying unnecessary taxes.

Exempt assets or assets classified as real estate – identifying assets that are 
exempt or that would be more appropriately handled as real estate property 
so as to avoid overpayments.

Value trends – as the valuation of property changes year over year, it is 
important to monitor the valuation trends of real property to catch significant 
swings in the value and identify appeal or adjustment opportunities.

Comparable properties – monitoring the valuation and assessments of 
comparable properties in relation to the subject property, over a period of 
time, will assist in identifying appeal opportunities.

Property use and classification – how a property is used and classified is 
relevant to valuation and taxation, as different rates and factors may be 
applied.

Equity – assuring that the assessment is equitable in relation to other similar 
properties in the vicinity is another criteria for evaluating appeal opportunities.

In contrast to the personal property appeal opportunities above, which typically deal with 
factors affecting data in the current year alone, real estate appeals opportunities rely on 
a larger scope of data and are determined based on some of the following criteria:

Tracking and Analysis Requirements

On the surface, the activities required to handle both personal and real property taxes 
may seem similar, but in actuality, the tracking and analysis needed for the following 
activities are very different:

Forecasting and Budgeting – personal property tax is tied to particular asset 
characteristics that are specific to each year. So, one only needs to look at the 
current assets and taxes, and factor in future acquisitions and dispositions, to 
project future taxes. On the other hand, to forecast real estate taxes, multiple 
years of historical data is required to identify the appropriate trends that can 
be used for projections and budgeting along with other factors relevant to 
future activities (i.e. renovations, demolitions, additions, etc.).



Assessment and Valuation – personal property values are based on the 
original, depreciated acquisition costs, whereas real estate property has no 
prescribed values for property types and assets. Real estate is valued and 
dependent on market conditions, classification and comparables, and includes 
a trending component where historical values can be pertinent to current 
values. It can also include additional elements such as phase-ins, capping, and 
other incentives and exemptions that need to be tracked and analyzed, which 
are not typically found in personal property.

Tax Management – real estate taxation is more complex when it comes to 
review, approval and reconciliation. As real estate is taxed at a parcel level it is 
possible to have multiple buildings or components situated on it which then 
require further allocations down to a building before it can be approved and 
paid. There may also be times when a taxpayer’s property tax bill comes from 
a landlord, for leased properties, which then requires the appropriate 
reconciliation based on full values, full taxes, and agreed upon pro-rata share. 
Once again, these types of analysis are not required for personal property.

Review and Appeal Determination – the appeals process for real estate can go 
on for years, while personal property appeals can typically be resolved much 
quicker (3 months or less) so the tracking and follow-up for these personal 
property appeals is much less onerous.

With the distinct differences between personal property tax and real estate property 
tax, why would you try to use the same systems and methodologies to manage their 
unique processes? 

Choosing the right solution for 
your tax liability needs
For multi-property portfolios the real estate property tax liability is generally far greater 
than the personal property tax liability, so it possesses a higher risk profile. Therefore, 
having a robust application to manage the real estate property tax lifecycle is critical to 
minimize this risk. For those currently using a personal property tax software alone to 
manage real estate property tax, it could be costing thousands in overpayments and 
missed opportunities, or even more when considering employee effort and lost time.

Most personal property software tools “claim” to manage both personal and real estate 
tax in one system but fail to properly apply key real estate tax functions such as 
allocations/recoveries, tax forecasting, budgeting and accruals across the entire property 
portfolio. That is because they are built primarily for core personal property functions that 
are focused on a single year. In fact, because these personal property systems are geared 
towards single year review and accessibility, they are efficient for personal property tax 
administration, but mostly inefficient for real estate tax management that requires a 
multi-year data model.



Organizations that have mastered the property tax management process are those that 
have consolidated to a centralized data/process repository. The ideal management 
platform includes a real estate tax solution that acts as a system of record, with a personal 
property tool as an add on to maintain only the personal property compliance function. 
Once personal property values have been rendered, they can be integrated within the real 
estate tax platform automatically.  At that point both real and personal property tax can 
follow the same processes for review, analysis, approvals, budgeting, accruals, etc. The 
reason this works is because you can have single year data (personal property) feed a 
multi-year architecture (real estate) but you cannot achieve the reverse.

Simply put, higher stake tax liabilities like real estate tax should be managed in a 
purpose-built real estate tax platform rather than trying to make do with a personal 
property tax system that was not designed for real estate. Successful multi-property tax 
management means identifying the biggest opportunities for risk minimization and 
cost-savings by implementing an application that can actually achieve those results.
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Personal property tax administration is based on a single year data model

Real estate property tax management is based on a multi-year data model

Personal property tax compliance, once completed, should feed into a real 
estate tax management platform

Real estate property tax management is a significant opportunity for cost 
saving if managed properly

Effective software will automate processes and create efficiencies without 
leaving gaps that require duplication of effort

Key Takeaways:


