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of Hodges, Loizzi, Ei senhanmmer, Rodick & Kohn (Hodges, et. al.),
of Arlington Heights; and the Cty of Chicago (Cty), by
Attorneys Ri chard Danaher and Robert Gates of the City of Chicago
Cor porati on Counsel

These three appeals were consolidated for purposes of hearing.
For the years 2000, 2001, and 2002 Target requests that the PTAB
base the correct assessnment for the subject property on a market
value finding of $39, 000, 000. For the year 2002, the City
requests that the PTAB base the correct assessnent for the
subj ect property on a narket value finding of $82,000, 000. For
the years 2000, 2001, and 2002 the board of review requests that
its current assessnents be upheld. The current assessnents are
$22, 150,302 for years 2000 and 2001 and $23,939,998 for year
2002, or a market value for the subject of $58, 290,268 for years
2000 and 2001 and a market val ue of $62,999, 995 for year 2002.

The parcels under appeal represent the flagship store for the
nationally recognized retail departnent store chain, Marshal
Field & Conpany (hereinafter Field s). It is the second | argest
departnent store in the world. Only the Macy's store on 34"
Street between Broadway and 7'" Avenue in New York City, known as
"The Wrld' s Largest Store,” which contains sonme 2,500,000 square
feet, is larger. The subject property enconpasses one square
city block in the heart of downtown Chicago, the "Loop." The
subject site is bounded by State Street on the west, Randol ph
Street on the north, Wabash Avenue on the east, and Washi ngton
Street on the south. The common address is 111 North State
Street and i s conposed of six parcels.

The Field s store is a cultural |andmark. Mny Chicagoans are
famliar with the large nulti-ton clocks on both west corners of
the buil dings, which have cone to be known as a neeting place.
The Frango Mnts Candy Factor, once occupying the entire 13t"
Fl oor of the store, was another well-known site within the store,

as is the Walnut Room on the 7'" floor. Dining in the Walnut
Room especially during the Christmas season, is a favorite
pastinme of nmany locals and tourists. A large Christmas tree
displayed in the mddle of the WAlnut Room is a children's
favorite. Store windows on three sides of the buildings were
adorned with displays during the Christnmas season based upon
pl ays such as "Ci nderalla" or "Snow Wite." Truly, the Fields

store i s unique.

The i nprovenents were constructed between 1893 and 1914 and are a
consolidation of five buildings. The current store opened in
1907. The subject property is a multi-story, single-tenant,
owner -occupi ed, retail departnment store and is a part nine-story,
part thirteen-story, and part fourteen-story structure. There
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are 33 elevators and four pairs of escalators throughout the
subj ect property. The gross building area of the subject
property is 1,943,009 square feet and the site contains 131, 295
square feet of |and.

This one-of-a-kind structure contains a full basenent and a
partial second and third basenent. The three basenents conprise
380,598 square feet. The square feet of the three basenent areas
are included in the gross building area of 1,943,009 square feet.
Approxi mately 800,000 square feet is retail selling area. The
basenments extend under the adjoining sidewalks on all three
|l evels. This area is considered buil ding space and contai ns what
is commonly referred to as "vault" space. The property owner has
a license to operate this space. The subject property is zoned
by the City of Chicago as B6-7, Restricted Central Business
District. The Cook County Cassification Odinance designates
the subject as class 5A conmercial property. The land to
building ratio of the subject is 0.07:1.00.

The building's foundation is poured concrete and the third
basenent floor is also concrete. The fram ng of the subject
property is steel encased in concrete. The subject property
contains ceiling heights within the interior structure that range
from8 feet to over 15 feet per floor. The building is heated
with steam and is air-conditioned. The exterior of the building
at street level is granite. The wupper floors exterior is
i mestone except for the northeast corner, which is terracotta.
Metal sash plate glass w ndows make up approximately 75% of the
exterior walls. The building has an average actual age of 93
years.

Target Corporation began its case-in-chief by calling its first
W tness, Jay Mason, vice-president of property taxes for
Feder at ed Departnent Stores (Federated), the current owner of the
subj ect property. Previous to this position Mason was the vice-
president for property taxes for My Departnment Stores Conpany
(May's), which was absorbed in a nerger wth Federated. The
witness had held his position for 23 years and nmanaged the
conpany's departnent for property taxes for some 500 departnent
stores owned by May's. Previous to that position, Mason was the
supervi sor of commercial assessnents for the Cty of St. Louis,
M ssouri, for 11 years.

Mason testified that he was famliar with the history of the
State Street Marshall Field Store. He testified that the Batus
Conpany, the U S. operation of the London-based BAT Industries,
had sold this store to Dayton Hudson, |ater Target Corporation

in 1990. The witness was aware of this transaction because his
enpl oyer, May's, was an active bidder in this process.
Eventual |y May's woul d purchase the property several years |ater
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Subsequently, the Marshall Field departnment store chain was
purchased by May's in June 2004 and May's was then purchased by
Federated in August 2005.

During the course of all of these transactions, Mson testified
that he was unaware of any potential change of use of the subject
property from its current use as a retail departnent store.
Furthernmore, the wtness testified that he had done nunerous
anal yses and tax projections for the Lord & Taylor Departnent
Store regarding a potential site for Lord & Taylor at the Bl ock
37 location, which is also one square city block |ocated directly
across from the subject property. The last inprovenent that
existed on this site was torn down in 1989 and the |and has sat
vacant since that tine. Based upon his analysis of this site,
the witness testified that Lord & Taylor did not |ocate to Bl ock
37 because there would be insufficient sales to justify building
a new store.

The witness further testified that departnment stores are bought

and sold in a nation-wide nmarket. That market is driven by the
stores productivity based upon its retail sales. A project would
or would not go forward based upon its sales figures. The

witness also testified that per square foot sales is the
determining factor in what is or is not considered a good
departnent store. Mason testified that Field' s is considered a
good departnment store based upon its sales figures.

Duri ng cross-exam nation, the witness testified he was aware of
only a single facility during his tenure that May's sold which
was subsequently put to a different use. Mason further testified
that he was wunaware of any use restrictions on the subject
property, should an alternative use be sought. However, such an
undertaki ng would be subject to restrictions as dictated by the
City of Chicago and further conplicated by the subject property's
current |andmark status, the witness testified.

The witness further testified that the profitability and the
viability of a retail store are based upon sal es per square foot
and the store's cost of operation. These factors are nore
noti ceabl e today, especially since the nunber of "players"” in the
nmerger and acquisition of departnment stores has been Iimted over
the | ast decade.

On re-direct, the witness was asked the I|ikelihood a change in
use would occur at the the subject property if sales renmained in
the $200.00 per square foot range. The witness testified that a
change in use would never occur under such a sales scenario that
currently exists.
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Target then called its next witness, Mchael J. Kelly, Menber of
the Appraisal Institute (MAI). Kelly had prepared two appraisals
on the subject property. Both appraisals were conplete
appraisals in summary reporting format. Kelly has been enpl oyed
by Real Estate Analysis Corporation (REAC) for sone 28 years and
is the president of the conpany. Kelly has appraised in excess
of 100 departnent stores and has apprai sed the subject a nunber
of tinmes. He was accepted by the PTAB as an expert in real
estate appraisal and an expert in the valuation of departnent
store properties.

Kelly personally inspected the subject property on several
di fferent occasions prior to 2000 an again in My 2003. The
pur poses of the REAC appraisals were to estimate the market val ue
of the subject's unencunbered fee sinple interest as of January
1, 2000 and January 1, 2003. The second apprai sal al so contai ned
a valuation for the subject property's fee sinple interest as of
January 1, 2002. Kelly testified that the only use for the
subj ect has been as an anchor flagship departnent store for over
90 years. Kelly considered the subject in good condition for its
age and gave it an effective age of 35 years with a remaining
economc life of 15 years.

At the tinme of his reports, the witness identified sone 300, 000
square feet within the subject as vacant. Part of this vacant
area consists of the entire 13'" floor, which was previously
occupi ed by the Frango M nt Candy Factory. Kelly testified that
on State Street, the only remaining anchor departnent stores are
the subject and the Carson Pirie Scott Store (Carson's). The
W tness testified, however, it has been published that Carson's
is closing, leaving only the subject as an anchor departnent
store on State Street. The witness testified that a Sears store
has re-entered the State Street market recently; however, that
property is only 237,000 square feet, considerably smaller than
either the subject or Carson's. |In the |last two decades nost of
the prine retail market has noved to M chigan Avenue or to the
suburbs, Kelly testified.

The witness testified the subject's highest and best use was as
an anchor departnent store, its current use. Kelly testified the
subject's floor plates at approximately 130,000 square feet per

floor are considered exceptionally |arge. According to Kelly
this fact makes the subject a poor candidate for conversion to
of fice use. The witness testified that office tenants do not

wish to be in a location where the ratio of windows to office
area is low, as is the case with the subject.

In estimating the market value for the subject of $39, 000,000 in
both appraisals, Kelly developed the three approaches to val ue.
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The first nmethod enployed was the cost approach. The wi tness
gave the cost approach mnimal weight due to the ol der age of the
subject and its extrenely |arge size.

In estimating the | and val ue under the cost approach, the w tness
utilized nine land sales located in the general area of the
subj ect. Most are on Wacker Drive, a superior |ocation according
to Kelly. The properties ranged in size from 23,098 to 64, 030
square feet of land area and sold for prices ranging from $164. 52
to $786.22 per square foot. The price per square foot of floor-
area-ratio (FAR) ranged from $10.82 to $49.14, and the adjusted
price per square foot of FAR ranged from $10.21 to $25. 36.

The witness also analyzed the retail sales for the subject to
determne its land value, by wusing ground |eases for the
conpar abl es. The witness determined in his appraisals that the
contributory value of the |and can be arrived at by applying 1%
of the subject's retail sales of $226,446,035, or $2,234,460 for
year 2000, or $204, 015,945 or $2,040,159 for the year 2003
apprai sal, which incorporated year 2002. By capitalizing the
ground rent at approximately 9% the wtness arrived at an
estimated |and value of $189.10 per square foot, or $190.00 per
square foot, rounded for 2000, and at $185.00 for 2002. Af ter
maki ng these adjustnents and the necessary calculations, the
subject's site of 131,295 square feet was estimated to have an
i ndi cated | and val ue of $24, 945, 000.

To estimate the replacenment cost new of the inprovenents, the
appr ai ser relied on nationally recognized building cost
publ i cations, including Means Cost Manual . Applying data from
t hese sources, he estimated a replacenent cost new of $120.24 per
square foot, or a total of $233,630,000 for 2000, and $131.39, or
a total of $255,293,000, for 2002.

The witness' next step in the cost approach was to estinmate

depr eci ati on. The appraiser utilized two methods to estinmate
depreciation. Method I enploys total depreciation extracted from
conparable sales and Method Il uses total depreciation as

abstracted based on the subject's ability to generate rent.

Met hod | cal cul ates depreciation on a market basis. This nethod
utilizes sales of other large departnent stores and extracts
depr eci ati on. The appraiser also included in this nethod the
amount of depreciation which the sales prices of the suggested
conpar abl es exhi bited when conpared to their actual retail sales.
Seven conparable sales in this analysis have ages ranging from 11
to 110 years and the total depreciation ranges from 53.9% to
99. 7% The second appraisal report uses figures of 64.1% to
99.7% Using this nmethod and based upon the size and the age of
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the subject, the appraiser estimated total depreciation of 90%
and 92% for 2000 and 2002, respectively.

Met hod |1 estimates depreciation based upon the subject's
ability to generate net rent, which is then conpared to the
subj ect's land val ue and the cost new of the subject to determ ne
if the net rent is adequate to support the acquisition cost.
First, one nust estimate the physical deterioration, based upon
the age and condition of the property. Here, that figure was
estimated at 70% of the reproduction cost new of $233,630,000 to
arrive at a figure of $163, 541,000 of physical depreciation, or a
net physically depreciated building value of $70,089, 000, which
when added to the land value of $24,945 000, the total value
equal ed $95, 034, 000. The 2002 appraisal used a figure of 72% of
the reproduction cost new of  $255, 293, 000, or physical
depreci ati on of $183, 810, 960.

The appraiser estinmated a capitalization rate of 13% from the
i ncone approach to value to arrive at a market required net
incone of $12, 354, 420. After subtracting the subject's
stabilized net income of $5,051,823, and dividing the remainder
by 13% the nmarket required rate of return, the net figure for
total functional/econonic obsol escence of $56,173,823 was derived
for a total depreciation of $219, 714,823, which when divided by
the cost new of $233,630,000, resulted in a total deprecation of
94%

Usi ng both nethods, the appraiser estimted a total depreciation
of 92% resulting in a depreciated value of inprovenents of
$18, 690, 400. Whien added to the | and value of $24,945, 000, the
appraiser's final estimate of value through the cost approach was
$43, 635, 000. Using simlar nethodol ogy for the 2002 appraisal,
the appraiser estimated a total depreciation of 93% resulting in
a depreciated value of the inprovenents of $17,870,510, and a
final estimate of value using the cost approach of $42, 160, 000.

To estimate the value of the subject through the incone
capitalization approach, M. Kelly testified that he identified
13 rental properties as conparable to the subject in the 2000
report and 26 rental properties in the 2002 appraisal. These
properties are |eased on a pre-set per square foot rental rate.

Al of the conparables are retail departnent stores. Ages of the
buil dings range from new to 45 years, while the subject is 93
years ol d. The size of the conparables range from 61,000 to
237,281 square feet of building area in the 2000 report, and from
62,692 to 271,000 square feet in the 2002 report. Net rental

rates per square foot ranged from $3.11 to $9.99 in the 2000
appraisal, and from $2.74 to $9.99 per square foot in the 2002
appr ai sal .
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The appraiser testified that these |eases of the conparable
properties are indicative of a percentage of sales of tw to
three percent (2% 3% . Kelly further testified that he consulted
the national publication Dollars and Cents of Shopping Centers,
which is published by the Urban Land Institute every three years.
That source indicates that the nedian rent for a national chain
department store is 2.2% of sales or $3.43 per square foot and
nmedi an sal es of $159.36 per square foot. Kelly testified rental
rates for departnment stores are conputed on either a pre-set
square foot rental or on a percentage of store sales.

Using the subject's historical sales dating back to 1988, the
subj ect's sales per square foot were $100.93 in 1988 and $101. 10
in 2002 on sales that ranged from $196, 100,000 in 1988 and
$196, 440,000 in 2002. The indicated rent at 2.5% to 3.0% of the
subject's sales of $115.00 per square foot indicates a range of
rent of $2.88 to $3.85 per square foot per the year 2000 report
and sal es at $105.00 per square foot, or a per square foot rental
range of $2.63 to $3.15 for the 2002 report.

Reconciling these figures the wtness determned the proper
rental rate for the subject at $3.25 per square foot. When
multiplied by the subject's size of 1,943,009 square feet, the
total nominal net rent is $6,314,779 for 2000. The figures for
the 2002 report were $2.90 net rental rate per square foot and a
total nom nal net rent of $5, 634, 726.

Deductions were nmade for rmanagenent fees, and vacancy and
collection | osses. Kelly testified that since 1981 all the other
anchor stores on State Street, with the exception of the subject
and Carson's, have closed. The witness testified that vacancy in
the State Street area in 1999 was 8.4% for specialty stores, not
i ncluding departnment stores. If the subject were to becone
conpletely vacant and available for |lease, the State Street
vacancy rate for departnent stores would rise dramatically.
Therefore, the appraiser used a figure of 20% for managenent fee,
and vacancy and collection loss resulting in an effective net
incone of $5,051,823 and $4,507,781, for 2000 and 2002
respectively.

Kelly's next step in the incone capitalization analysis was to
determne the <correct «capitalization rate for the subject
property. The witness testified that he used two nethods: the
abstraction of overall rates from the sales of other departnent
stores and the band of investnent approach. The capitalization
rates utilizing the sales of department stores ranged from 9. 6%
to 15.2% Using the band of investnment nethod the follow ng
scenari 0 was deterni ned: 1). that it was possible to obtain a
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| oan of 70% of the property's value at an 8.0% rate anortized
over 15 years for the assessnent year 2000 and a 70.0% | oan of
the property's value at a rate of 6.0%for year 2002; and 2). the
remai ni ng 30% was subject to an equity dividend rate of 14% for
tax year 2000 and an equity dividend rate of 12% for the l|ater
years.

Considering the subject's large size and the fact that it is an
ol der, single-tenant retail facility, the wtness opined a
capitalization rate of 13% for the subject property for
assessnent year 2000 and a capitalization rate of 12% for the
subj ect property for assessnent year  2002. Wen this
capitalization rate is applied to the subject's net incone, a
value indicated by the incone approach is $38,860,000 for the
year 2000. The final value using the inconme capitalization
approach to value for the year 2002 is $37,565,000. The wtness
testified that he applied noderate consideration to the incone
approach to val ue.

Finally, Kelly estimted the subject property's market value
using the sales conparison approach. Kelly testified that he
gave this approach substantial consideration when valuing the
subj ect property. Kelly was not able to locate any sales of
si ngl e-tenant anchor departnent stores in the subject's inmmediate
ar ea. Kelly testified that in order to value the subject he
utilized a geographic region that enconpassed the entire
M dwestern United States, since potential buyers exist on a
nati onal stage. Buyers for such properties, the witness
testified, include conpanies such as Dayton Hudson, My Conpany
and Federated Stores.

In the 2000 appraisal, the witness testified that the sales in
his sal es conparison approach are all anchor departnent stores.
One of the properties selected was the sale of the Marshall Field
flagship store in MIwaukee. Wiile this sale contained close to
600, 000 square feet, considerably snaller than the subject
property, it was also larger than the other conparables sel ected,
which included Carson's, Sear's, J.C Penney's, two Montgonery
Ward's stores and one Gately's store; the snallest of these

stores is 84,747 square feet. These properties were |ocated in
the follow ng areas, respectively: Aurora, Illinois; Matteson

I[1linois; Bloomngdale, Illinois; Normal, Illinois; Peoria,
[I'linois; and Tinley Park, Illinois. The stabilized retail sales

per square foot of these properties ranged from $65.00 to $180. 00
and the sales prices per square foot ranged from $5.06 to $44. 34.

The Marshall Field flagship store in the Gand Avenue Mall in
downtown M Iwaukee is an older, single-tenant, eight-story,
anchor departnent store. It is also considered to be simlar in
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construction and design to the subject. This conparable property
is 110 years old; the subject is 93 years old. The conparable's
buil ding size is approximtely 600,000 square feet; the subject
is 1,943,009 square feet. The land to building ratio of the
conparable is 0.19 to 1.00; the subject's land to building ratio
is 0.07 to 1.00. The property was listed for sale for an asking
price of $9,500,000 or $16.46 per square foot and was sold for
$3, 000, 000, or $5.06 per square foot.

In the 2002 appraisal report, the witness testified that he again
used all anchor departnment stores. Along with the Marshall Field
flagship store in M| waukee, Kelly used the follow ng properties:
Marshall Field, Colunmbus Chio; Saks Fifth Avenue, Dearborn,
M chi gan; Jacobson Stores, Ann Arbor, M chigan; Jacobson Stores,

Li voni a, M chigan; Mntgonery Wards, Normal Illinois; Montgonery
Wards, Peoria, Illinois; and Carson Pirie Scott, Aurora,
I[I1linois. The last three properties were also used in the 2000
report. Again, the MIwaukee Field store in downtown M |waukee
is the largest departnment store at approxinmately 600,000 square
feet. The other stores range in size from 84,747 to 428,036

square feet. The stabilized retail sales per square foot ranged
from $80.00 to $240.00 and the sales prices per square foot
ranged from $5. 06 to $50. 00.

The witness testified that an inportant elenent in the valuation
process for such properties is the retail sales for these
conpar abl es. The witness testified that buyers of [large
departnent stores typically purchase these types of properties
based upon the level of retail sales that the store can support,
along with its age, location and size. Fromthis data, a retail
sales multiplier is devel oped showing the retail sales per square
foot. Fromthis information, sales prices are generat ed.

The witness used a retail sales nultiplier (RSM when val uing the

subj ect . In the 2000 report he utilized seven sales where the
price per square foot ranged from $5.06 to $44.34 per square
foot, including |and. The conparables had stabilized retail

sal es per square foot ranging from $65.00 to $180.00. The RSM s
ranged from 0.06 to 0. 25. Kelly did not use the one sale wth
the RSM at 0.06 and arrived at an RSM range from 0.18 to 0. 24.
Kelly's conclusion of value for the subject's RSM was 0.18. For
the 2002 report, the witness utilized eight sales with a range of
retail sales nultipliers of 0.06 to 0.24 and again concluded an
RSM val ue for the subject of 0.18 after elimnating the one sale
with an RSM at 0. 06. The witness testified that retail sales
multipliers over tinme have not had any neasurabl e change.

Using this information, the appraiser estinmated a unit val ue of
$20. 00 per square foot for the 2000 report and a unit value of
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$20.00 for the 2002 report. Kelly testified the subject sold on
Decenber 18, 2002, in a sale-leaseback transaction, for a price
of $39, 000, 000, or $20.07 per square foot. The witness testified
that his analysis of retail sales multipliers supported this
conclusion since the retail sales nultiplier is approxinmtely
$20. 77 per foot. Kelly's conclusion of value for the subject as
of both January 1, 2000 and January 1, 2002 is $39, 000, 000.

The wi tness was questioned about the feasibility of redevel oping
the subject for an alternative use and testified that an
alternative use is not feasible. Kelly explained the subject has
very large floor plates and it would be very difficult to
redevel op such a structure wherein the average floor size is
130, 000 square feet, or one square city bl ock. Kel Iy indicated
the average floor space in an office building is approximately
30,000 square feet. The subject's large floor plates result in a
| ack of w ndow space should the subject ever be considered as a
candi date for redevelopnent into office space. The w tness
further testified that the subject property is on the |ist of
hi storic properties and is a registered |andmark. Lastly, wth
respect to Block 37, directly across the street fromthe subject,
the wtness testified that difficulty exists in getting
devel opnent for the site. According to Kelly the failure of the
Block 37 site to attract developnent for some 20 years has a
negative inpact upon the subject property.

On cross-exanmi nation, Kelly was questioned on the use of various
sales and rental conparabl es. He was asked to analyze his
nmet hodol ogy of conpari son. He testified in relation to his
nmet hodol ogy and how he considers certain conparables and/or their
| ocations as either inferior or superior to the subject property.
Kelly testified that nore desirable ot sizes are close to 30, 000
square feet, not nearly as |arge as the subject |ot.

Turning to the retail sales data for the subject, Kelly testified
he had received his information fromthe conpany itself, Marshal
Fi el d. During each year rent was in the 2.5% to 3.0% range of
retail sales; that figure is in keeping with the findings in his
apprai sal reports. Kelly testified that due to the unique size
and nature of the subject property, sales were utilized from
other areas. The witness further testified to the | ack of anchor
departnent stores conparable sales in the area that actually sold
in a given tinme period. Therefore, the witness considered it
necessary to expand the marketplace to a nuch |arger area than
the greater Chicagol and area.

Kelly used an additional sale conparable in his 2002 report,

conparable 9. However, this property is not a retail
establishnment; rather it is a single-tenant comercial building
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that sold in July 1999 for $62,000,000, or $25.82 per square

foot, including |Iand. This commercial property is a forner
Mont gomrery Wards distribution center, containing 2,401,099 square
feet of building area on 633,481 square feet of I|and. | ncl uded

is 243,220 feet of Iland that is non-contiguous, which the
apprai ser val ued $7, 300,000, arriving at an adjusted sales price
of $54, 700, 000.

Kelly's report identifies this property as a |arge single-tenant
property in an urban area, which has a parking advantage versus
the subject property. This sale is considered simlar to the
subject in size and has a unit sale price of $25.82 per square
foot. Al though this property sold for the price of $25.82 per
foot, the nobney to convert this property to another use wll be
substantial, the witness testified.

Kelly also clarified on re-direct examnation that during the
course of his discussions with the various owners of the subject
property, none have ever indicated the possibility of the subject
property being considered for an alternative use. Kelly has
apprai sed the subject property a nunber of tinmes over a number of
years with nultiple owners.

Kelly further testified to the use of the retail sales multiplier
as the relationship between what a property sells for per square
foot and what the retail sales are at the tine of the sale. The
witness testified that use of the RSMs is very reliable because
that figure is the basis for what these types of properties, such
as the subject property, are valued at and sold for in the
nati onal market. Furthernore, the witness testified that retai

facilities are sold on this basis because retail departnent
stores and anchor stores report their sales figures unlike office
tenants, such as law firns, that do not report their gross
revenues. Thus, historically the rental rate for such properties
consistently falls within the 2.5% to 3.0% of sales. Here, the
mar ket controls what a tenant can pay for a property such as the

subj ect . Therefore, according to Kelly, the best way to value
such a property is through the wuse of the retail sales
mul tiplier.

The wtness was also questioned regarding the conparables
respective locations throughout the entire United States. The
W tness testified that when considering a property such as the
subject there is a national market and his search could not be
restricted to the greater Chicagol and area. Using the data, a
retail sales nultiplier was devel oped from each property used in
the appraiser's sales conparison approach. This figure was
utilized to perform an analysis of market value for the subject
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property by wusing the sales price per square foot and the
stabilized retail sales per square foot of each conparable.

The RSM factor ranged fromO0.06 to 0.24. Another way to describe
this figure is to say that the conparables are selling in a range
of 0.06 to 0.24 tinmes the stabilized retail sales. Based upon
the age of the subject and its size, the appraiser testified that
the subject's retail sales nultiplier could be expected to be
| ower than the low end of the range for the conparables. The
apprai ser used a factor of 0.18 for the subject property because
he elimnated from consideration the one conparable at O0.O06.
Multiplying this factor by the retail sales per square foot
yielded an indicated value for the subject. Consi dering the
retail sales nmultiplier of the other properties and their sales,
the appraiser chose a value of $20.00 per square foot of gross
buil ding area for the subject property.

The witness also testified that the subject property was the
subject matter of a sal e-leaseback transaction in Decenber 2002
for $39, 000,000, or $20.07 per square foot. The transaction is
referenced in the Kelly 2002 appraisal report, with an effective
date of January 1, 2003, including a retrospective value for the
subj ect property as of January 1, 2002. Kelly testified that he
put mniml weight on this sal e-leaseback transaction since the
rent is generally structured prior to the sale date and is based
upon what the market rent is at the tine.

When questioned about the possibility that the subject property
m ght be sold to an investor for use as an office building, the

W tness testified that possibility is highly unlikely. The
W tness further testified that any alternative use would require
significant nodifications of the structure. The wi tness also

testified that in the event such a scenario were to occur the
subj ect would encounter the sane issues as Block 37, which took
sone two decades to procure tenants.

Day two of the proceedi ngs began with Susan A Enright, MAI, as a
wi tness for the CBCE Enri ght was accepted by the PTAB as an
expert in the field of real estate appraisal and as an expert in
the area of downtown properties. Enri ght authored an appraisa
report on the subject property with an effective date of January
1, 2000. Enright made a personal inspection of the subject
property for the purposes of her report.

Turning to her highest and best wuse analysis, the wtness
testified that she considered physically possible uses, legally
perm ssible wuses, financially feasible wuses, and neximlly
productive uses. The witness testified that if the Marshal

Field store was not on the site, then the subject's |land would
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likely be developed with an office building, a m xed-use hotel
retail, or residential property.

The witness testified that the structure as currently inproved is
so unique that after she first attenpted to find sales of |arge
conparabl e departnment stores in Chicago, and did not find any
such sal es, she perfornmed a national search. Hypothetically, the
witness testified, that if this property were to sell,
considering the trend taking place in the Loop, the wtness
concluded that the subject's highest and best use as inproved
woul d be as a "shell structure that could have nmany adaptive uses
init.”

When questioned further, the witness testified that although the
present owners do not have any intentions to change the subject's
current use, her highest and best use analysis would remain as
she concluded. Mdreover, the wtness testified that the ongoing
history of Block 37 and its inability to procure tenants,
directly across from the subject, would have no inpact upon her
anal ysi s. The witness testified that Block 37's lack of
devel opnment is attributable to two factors. Ohe is the
i nhi bition of devel opnent based upon governnental influence; and,
two is the fact that developers wish to develop the entire site
all at once.

Enright testified that she concluded the greatest weight should
be accorded the sal es conparison approach. Enright was directed
during questioning to her sal es conparison approach. The w tness
utilized five sales of buildings in the downtown Loop area that
she consi dered conparabl es. None of the properties were retai
departnent stores. Sales prices ranged from $9,775,000 to
$71, 100,000 or from $33.14 to $69.06 per square foot of gross
buil ding area, land included. Sales dates were fromJuly 1998 to
June 2000. Gross building areas ranged from 211, 304 to 1, 450, 000
square feet.

The witness opined the reason that she did not use retail
departnment store conparables is because she concluded that there
were no properties that could be consider conparable to the
subj ect . Rat her, there were sales in collar counties but these
properties did not possess the features of the subject and the
subur ban anchor stores possessed a different highest and best
use. In her report, the witness elaborated that based upon her
hi ghest and best use analysis she considered buildings in the
Chi cago Loop area that were purchased for redevel opnent purposes.
That list included office, hotel, residential and retai
conponents.
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The witness testified that not nmany adjustnents were needed for
the sales she used. After making any necessary adjustnments to
the sales, the witness concluded a value of $40.00 per square
foot for the subject. Enright based upon her conclusion that the
subject's size is 1,544,000 square feet, not the 1,943,009 square
feet as set forth in the Kelly appraisals. The wtness concl uded
the | esser size due to the fact that the subject contains severa
bel ow grade areas for support systenms and a vault area. The
witness testified that the below grade areas should not be
considered part of the subject for purposes of valuation.
Enri ght concluded a value for the subject, as of January 1, 2000,
under the sal es conparison approach of $62, 000, 000.

Turning to her cost approach, the witness first estimted a | and
val ue using six sales of vacant land in the Loop area that had
unit prices that ranged from $255.17 to $875.66 per square foot.
Enri ght concluded a land value for the subject site of $325.00
per square foot and a total |and value of $42, 700, 000. Enri ght
then estimated the cost new of the subject inprovenent. She
consi dered the subject a class C, older building, and based her
anal ysi s on what she considered a conservative estimte of val ue.
The witness used a figure of $36.72 per square foot for the
1,544,000 square feet above grade and |esser anpunts, $21.13 to
$25. 37 per square foot, for the basenment areas. The wi tness used
the Marshall & Swift Cost Mnual as her resource for these
figures.

After calculating a replacenent cost new of $61,702,135 and
adding an entrepreneurial profit of 15% or $9, 255,320, a total

cost new of $70, 957,455 was determ ned. Total depreciation of
60% was allotted at 50% for physical depreciation and 10% for
functi onal obsol escence, leaving a depreciated value for

i mprovenents of $28,382,981. After adding the |and value of
$42, 700,000, the witness opined a value under the cost approach
of $71, 100, 000.

The witness al so devel oped an i nconme approach to value. Enright
testified that this approach is really not applicable to the
subj ect since her assunption of the highest and best use
considers a shell structure with a variety of wuses, such as
office, retail or residential. Neverthel ess, the wtness
performed this approach

The apprai ser took the rent potential of the subject property as
a typical departnent store and used the store sales per square
foot and nmultiplied that figure by the actual size of floor area
of 1.1 mllion square feet, a figure determ ned by the appraiser
as the best indicator of retail floor area. The witness used a
factor of 2.75% of the sales for year 1999 of $223,525,000 or
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$201. 70 per square foot. The wi tness used 1,107,831 square feet
and arrived at a narket rent of $5.55 per square foot of retai
fl oor area. The remaining |evels of sone 400,000 square feet,
the appraiser considered as rental office space. The w tness
testified that class "C' office space in the Loop would procure a
market rent of $17.50 per square foot gross and a net rent of
$7.50 per square foot.

The witness admitted that she mistakenly used a figure of $10.00
per square foot, not $7.50 per square foot as should have been
the case in arriving at her conclusion of value for the subject
property under the incone capitalization approach of $62, 800, 000.
After reworking the nunbers the final value estimate for the
subj ect under the incone approach is in the range of $56, 000, 000,
not the $62,800,000 as stated in the report. The wi tness
testified that this mathematical error had no inpact on her final
conclusion of value, since she put the npobst weight on the sales
conpari son approach to value. Again, the wtness opined a val ue
for the subject under the inconme approach of $62,800,000 as of
January 1, 2000.

Under cross-examnation the witness testified that the only use
for the subject has been as a retail departnment store. The
witness further testified that the likelihood of the subject
bei ng denolished was very slim Moreover, the witness testified
that there were no departnent store sales in the nation that
woul d be considered conparable to the subject property. Enright
further testified that none of the assunptions she made for
al ternative uses were ever perfornmed on the subject.

Further, on cross-exam nation, the witness testified that she did
not have any large downtown departnment stores that were
redevel oped as assuned in the highest and best analysis in her
report. Instead, the witness used office buildings as conparable
to the subject property. The witness further elaborated that she
thinks that Block 37 has no inpact whatsoever on the subject
property since Block 37 is vacant while the subject is not.

The witness also testified that her highest and best use
conclusion is as an adaptive re-use of a shell structure. The
W tness explained that in the event a sale of the subject
occurred and the current owners vacated the prem ses, the
exi sting inprovenent has potential for a "wide variety of
alternate uses." Her market value definition assunes a sale,
Enright testified. However, the witness further testified, that
whet her the subject sells for continued use or for redevel opnent,
the values would be the same. Enright explained how the Carson
Pirie Scott store on State Street, in spite of the commtnent
fromthe Gty of Chicago to do a $16 million renovation, decided
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not to remain in that |[|ocation. The reported sale of the
Carson's store was $19 nmillion for a little over 1,000,000 square
feet, or about $19 per square foot as detailed in the wtness'
apprai sal report.

The witness was also questioned about the use and subsequent
devel opnment of a nunber of her sal es conparabl es. For exanpl e,
one property was sold for $19.00 per square foot and purchased
for redevel opnment into |luxury condom niunms at $58.00 per square
foot. Therefore, based upon the appraiser's opinions, she val ued

the subject property as a redevel opnent. Enri ght acknow edged
there exists no evidence that the subject property is being
consi dered for redevel opnent. However, in closing the w tness

was asked to explain her opinion of highest and best use. As
cited on page 56 of the Enright appraisal:

H ghest and Best Use- As | mpr oved- Concl usi on
"Review ng the foregoing data, it is our opinion that
the hi ghest and best use of the subject property is a
continuation of its present flagship store retail use
with supporting office conponents as this use would
warrant the |east investnment in the property. There
is potential that excess office space wthin the
bui |l di ng could be converted for non-owner office use.
Wth little expense, vacant space could also be
| eased for storage use.

In the event that the current owners vacated the
space, the existing inprovenent has potential for a
wi de variety of alternative uses including retail,
of fice, resi denti al, hot el , st or age or sone
conmbi nation thereof. The design, history and speci al
features of the property would make it an attractive

redevel opnment opportunity. G ven the prom nence of
this structure, it is highly unlikely that it would
be denolished for redevel opnent.” Mar ket  Val ue

Apprai sal of Mrshall Field' s and Conpany Flagship
Property, as of January 1, 2000 by Susan A. Enright,
MAI, of Appraisal Associates, Inc. pages 56-57.

On redirect examnation the wtness explained that her statenent
above neans that the highest and best use conclusion is "adaptive
reuse" out of the shell structure. The assunption is that if
there were a sale of the subject property, the highest and best
use would be an alternative use (adaptive reuse) of the subject
property, the witness testified.

Upon questioning by the hearing officer regarding several
matters, the witness testified that she did not consider the
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downtown M I waukee Marshall Field store a flagship store.
Enright also testified that, 1in her inconme capitalization
approach, had she caught her nmathematical error sooner "I
probably woul d have changed ny cap rate accordingly, because ny
cap rate was pretty conservative at 10 percent." Mdreover, the
W tness testified that the subject property could be changed from
a Cass "C'" building into a Cass "B" building by renovation.

Gregory J. Hatfield, MA, was called as the next wtness.
Hatfield is a valuation witness for the Gty of Chicago and owns
the appraisal conpany Gegory J. Hatfield & Associates, LLC
(Hatfield). Prior to the testinony of the wtness, the Cty
i ntroduced four exhibits, two of which are appraisals from
Hatfield, one with a valuation date of January 1, 2001 and
another with a valuation date of January 1, 2002. Bot h
apprai sal s had an opinion of the fee sinple value for the subject
property as of both lien dates of $82,000,000. Al so included in
the exhibits was a review appraisal report by Richard G G ego,
MAI, of the appraisal firm of Frontera Realty Consultants, Inc.
Lastly, the Gty included a previous PTAB decision, Sears Roebuck
& Conmpany v. Cook County Board of Review, 98-30684-C- 3. Thi s
decision was introduced to address the valuation nethodol ogy
enpl oyed by appraiser Mchael Kelly. Hatfield was accepted by
the PTAB as an expert in the field of real estate appraisal and
retail real estate appraisal.

The w tness prepared a conplete appraisal communicated in a
summary report for years 2001 and 2002. The letters of
transmttal contain respective dates of March 7, 2003 and April
21, 2003, although the appraisal reports appear to be identical
with very limted exceptions. Hatfield perforned an inspection
of the subject property and testified that he perforned a
"thorough |ook throughout the property from the |owest sub
basenment level up to the mnmechanical penthouse |evel above the
13" floor." M. Hatfield obtained information on the subject
through the REAC appraisal, public records, assessor's records,
and a variety of other sources.

Hatfield determ ned that the highest and best use of the subject
as inproved was as a retail departnent store with associated
of fice use. Hatfield agreed with the REAC report that the
subj ect contained 1,943,000 square feet; however in his
approaches to value he utilized a figure of 1,642,629 square
feet. The w tness excluded basenent space, nechanical penthouse
space, space under the sidewal ks (vault space) and nezzanine
space. The wi tness excluded basenent sub levels B2 and B3 but
included Bl area in order to arrive at his figure for square
f oot age.
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The witness considered all three approaches to value but did not
perform a conpl ete cost approach; however, he did performa |and
valuation. Using five conparable |and sales, the w tness opined
a range of value for the subject's land from $244.41 to $556. 98
per square foot and arrived at a conclusion of |and value for the
subj ect property of $300.00 per square foot, or $39, 400, 000,
rounded.

The wi tness was then questioned on his sal es conparison approach.
The witness testified that he identified five sales of I|arge
vi nt age, downtown buil di ngs that had sone el enent of retail. The
Wi tness admitted that none of the conparables fit wthin the
paraneters of a single-tenant 100-year-old owner-occupied retai

property containing over 1,500,000 square feet. In his 2001
report, the witness identified four conparable properties and in
his 2002 report, the wtness identified five conparable

properties.

In both reports, the conparable sales had a price range from
$46.94 to $69. 01 per square foot for year 2001 and from $46.94 to
$83.53 per square foot for year 2002. Based on this data
Hatfield arrived at a conclusion of value for the subject of

$50. 00 per square foot for both years. After nmaki ng adjustnents,

the witness opined a total value for the subject of $82,100, 000
as of January 1, 2001, and as of January 1, 2002.

In estimating the subject's fee sinple nmarket value using the
i ncone approach, the wtness analyzed departnent store rental
conparables in Chicago. The witness used a total of five rental
conpar abl es for each year. The conparables had rents that ranged
from $4.41 to $9.36 per square foot. The wi tness nmade
adjustnents to the five properties in conparison to the subject
and concluded a stabilized market rent of $6.00 per square foot
for the subject. Based wupon this analysis, the subject's
estimate of gross potential inconme is $9, 855, 774. Usi ng nar ket
surveys, the witness figured a 10% vacancy and coll ection |oss,
arriving at an effective gross inconme of $8,870, 197. Next, the
wi t ness deduct ed nmanagenent fees and administration fees of 5% of
the effective gross inconme and a replacenent allowance and
reserve for replacenment of $0.25 per square foot resulting in
deductions of $443,510 and $410,657, respectively. After
deducti ng these expenses the appraiser arrived at a net operating
incone (NO) of $8, 016, 030.

Next, the witness estinmated a capitalization rate to apply to the
NO using investor surveys and a band of investnment approach.
The witness opined a figure of 9.5% as a capitalization rate
using the band of investnment approach for both years. The
i nvestor surveys gave ranges from approximtely 8% to 12% and the
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witness arrived at a 9.5% capitalization rate. Applying this
figure to the NO, the appraiser arrived at an estimated fee
sinmpl e market value for the subject of $84,379,263. The wtness
then deducted $3,049,230 for the vacant 12'" floor by opining a
buil d-out of the floor's 101,641 square feet at a cost of $30.00
per square foot. Hatfield rounded the conclusion of value for
the subject to $81, 300, 000. Havi ng given nost weight to the
sal es conpari son approach to value, the witness opined a final
concl usion of value for the subject of $82,000,000 as of January
1, 2001 and as of January 1, 2002.

On cross-exanmnation, Hatfield was questioned by taxpayer's
attorney as to his conpetency to conduct such an appraisal on the
subj ect property. Apparently, none of his appraisals of the 150
retail properties he had stated he appraised during his voir dire

as an expert was for ad valorem tax purposes. Simlarly, the
w tness had never taken any classes ained at the instruction of
property assessnent val uation. The w tness appeared to have a

limted know edge of the Cook County Real Property C assification
Or di nance.

The witness further opined that he was not aware of any intent to
change the use of the property. He also testified that he could
not envision a scenario where the subject would ever be
denol i shed. Further, the witness testified that it is rare to
add entrepreneurial profit to an owner- occupied property such as
the subject, as was done in the Enright appraisal report.

Upon questioning of the use of his |and conparables, the w tness
admtted that sale one was a single-tenant owner occupied LaSalle
Bank property; sale two was part of an assenbl age, wherein the
i mprovenent was an office building and condom ni um bui |l di ng; sal e
three was only 16,000 square feet, projected as a condom nium
buil ding; sale four was half the size of the subject and was to
be inmproved with a nulti-story tenant office building; and
conpar abl e sal e nunber five was projected for devel opnent with an
office-residential use. The witness was unable to answer if he
had confirmed any of the sales data with the parties to the
transacti ons. In reference to the subject, the wi tness agreed
that since the subject has retail sales of sone $200 mllion a
year, it is not likely its use would be changed.

Turning to the wtness' conparables as wused in the sales
conpari son approach, the Hatfield acknow edged that: Sale 1 was
approxi mately 1/10 the size of the subject and was redevel oped
into office space; Sale 2 was purchased and renovated into nulti-
tenant offices; Sale 3 was part of the purchase of five buildings
and was not an arms length transaction and the part of the
purchase price that was allocated to this building is not given;
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and Sale 4 was only 110,000 square feet. The witness testified
that the purchasers of Sale 4 were going to make this building
into residential units, but that did not occur and the property
was resold to two separate buyers for an anmount less than it was
originally purchased. The witness also testified that Sale 5 was
an office building. None of the five sales as used in the
apprai ser's sales conparison approach to value were departnent
store properties simlar to the subject.

Day three of the proceedings began with Joseph Ryan, MAl, being
called as a witness for Target Corporation. Ryan testified that
he had perfornmed 40 to 50 appraisals of |arge departnent stores
for ad valorem tax purposes for clients such as Sears, L.S.
Ayers, Lord & Taylor, and Marshall Field. Ryan was offered and
accepted by the PTAB as an expert in the field of appraisals of
departnment stores and as an expert in review appraisals for
departnent stores, particularly in the area of ad valorem tax
pur poses.

Ryan was presented as a review appraiser on the two follow ng
val uation reports: the Appraisal Associates report perforned by
Susan Enright, MA, containing an opinion of value for the
subj ect property of $62,000,000 as of January 1, 2000, and the
Hatfield & Associates report performed by Gregory Hatfield, MA
containing an opinion of wvalue for the subject property of
$82, 000, 000 as of January 1, 2001. Ryan reviewed both reports

Ryan made his reviews in |light of the standards proposed by the
Uni form St andards of Professional Appraisal Practice (USPAP) 2001
as issued by the Appraisal Standards Board. USPAP is subscribed
to by appraisers to provide a framework for witing appraisal
reports. Ryan conducted his review report in light of a desk
review as per Standard 3 of USPAP. The reviewer conducted his
review in a manner wherein the results of the analysis are that
of a disinterested third party. No opinion of value was provided
by the reviewer.

In reviewing the Enright report, the witness disagreed with a
nunber of statements. First, Enright clainmed that the fact that
Sears re-entered the State Street market is an indication of the
inproving retail market on State Street. Rather, Ryan testified
that Sears returned to the State Street market as a result of

procuring $13.5 mllion in subsidies. Mor eover, the assunption
in the Enright report that Sears would expect to perform at a
rate of sone $320 of retail sales per square foot never

mat eri ali zed.

Ryan disagreed with Enright's statenents that the subject
property would be a "trophy" project for redevel opment. Ryan was
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of the opinion that the subject is not a good candidate for
redevel opnment because there is too mnuch area per floor
approxi mately 130,000 square feet, and too nuch interior space.
As such, there would not be market demand for such a project, the
W tness testified.

Turning to the Enright's hi ghest and best wuse analysis, the
Wi t ness again disagreed. The witness cited four highest and best
uses in the Enright report. Ryan disagreed with the Enright
report that the subject could be bought and renovated for nulti-
tenant office building use; Ryan termed it "highly specul ative.”
Ryan also testified that using properties as conparables that
have different uses than the subject is not appropriate in the
valuation of a property for ad val orem tax purposes. This would
make her concl usion of value not credible, the witness testified.

Regarding the Hatfield report, Ryan testified he al so disagreed
wth its analysis. Ryan disagreed with the concl usion reached by
Hatfield that the highest and best use of the subject was retail
wi th associated office use. Ryan testified that the highest and
best use should have been as single-tenant retail store, its
current use.

On further exam nation, Ryan testified that he has enployed the
neasure of retail sales to determine nmarket rent for departnent
stores. The witness considered this nethodology to be the
i ndustry standard in valuing departnent store buil dings.
Hatfield did not enploy this nethodol ogy, Ryan testifi ed.

Mor eover, the nethodology that Hatfield utilized to determ ne
sal es consisted of conparisons between the subject, a single-
tenant departnent store, and nulti-tenant office buildings. Ryan
testified that it would have been nore appropriate for both
appraisers Hatfield and Enright to use sales of departnent
st ores. Ryan el aborated that since departnent stores sell on
basis of retail sales per square foot as the industry standard,
that woul d have been the appropriate valuation nmethod to use when
valuing the subject property, a single-tenant departnent store.
Moreover, Ryan testified, it would have been nore appropriate for
either appraiser to have used a retail departnent store outside
of the subject's area, if the conparable used woul d have sonewhat
simlar floor plate areas, in the 100,000 square foot range, even
if the store was only one or two stories in height. Therefore,
Ryan testified, that to use conparables that Enright and Hatfield
used in their reports that had nuch smaller floor plates and were
utilized as office buildings was not an appropriate nethod of
conpari son. According to Ryan adjustnments can be namde for size
and location, but floor plates are rather difficult to adjust
for.
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Ryan also testified that in the sales conparison approach he has
seen the use of sales per square foot as a unit of conparison. A
variety of properties can be conpared wusing this wunit of
conpari son, the witness testified. The witness did not regard
the sal es conparison approach enployed by Hatfield as consistent
with the highest and best use analysis he enployed because it
used conparabl es which were not departnment stores. As a result,
Ryan testified that he did not consider the Hatfield appraisal's
nmet hodol ogy credi bl e.

On cross-exam nation on his review of the Enright report, Ryan
was asked if it was appropriate for Enright to have reached

several possible highest and best uses in her report. Ryan
responded that unless a highest or best use is expected and not
purely speculative then it should not be considered. Rat her ,

Ryan testified, USPAP and the Institute of Real Estate Appraisa
woul d reconmmend two highest and best uses: one as if vacant and

one as i nproved.

When cross-exam ned on whether or not the subject could be put to
a different use, the witness testified that was beyond the scope
of his assignnent because his assignnent was to analyze the
nmet hodol ogy of the Hatfield and the Enright reports. Ryan
testified that Enright's nethodol ogy was inappropriate because
the subject's conversion to office space was not inmm nent,
pl anned, and no pernmits were taken for such use. Fur t her nor e,
all of the owners of the subject property to date have not
cont enpl ated such a use.

Ryan further testified that while sonme of the conparabl es used by
Hatfield are owner-occupi ed departnment stores, these conparables
are in mnmulti-tenant buil dings. The witness agreed that there
were no single-tenant retail buildings with over 1,000,000 square
feet of retail space in the area that could have been consi dered
as conparable and only two or three such properties exist in the
wor | d.

The witness was asked if it was possible for sonme owner to
convert the subject to sonething other than a single-tenant
facility. In response, the witness replied that the intended use
of the appraisal report was for ad val orem tax purposes and the
property was inproved with a single-tenant retail building as of
the date of value and should have been apprai sed as such and not
for some specul ative purpose.

Upon questioning fromthe hearing officer, the witness testified
that the standard wunit of conparison in the industry for
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appraising a property such as the subject is gross retail sales
per square foot.

Next, Richard Griego, MAI, of Frontera Realty Consultants, Inc.

was presented as the City's review appraiser to evaluate the 2000
REAC report of the subject property. Giego testified that he
had prepared appraisals on approximately five to ten retail

anchor stores. The wtness further testified that he had
prepared approximtely 20 technical reviews of anchor departnent
st ores. Giego was accepted by the PTAB as an expert in the

field of real estate appraisal of anchor departnent stores and
the review of anchor departnent store retail appraisals.

The witness testified that he had never prepared an appraisal of
the subject property but was famliar with the property from a
| ayman' s perspective because he had shopped there and woul d wal k
through the building on his way to work as a shortcut.

The wi tness addressed the REAC report's use of the retail sales
multiplier as a unit of conparison to determ ne val ue the market
val ue of the subject property. The witness testified that the
REAC net hodol ogy enpl oyed was not famliar to himand that unit
of conparison was one that he had never seen before. The w tness
testified that he considered it inappropriate to consider retai
sal es per square foot when evaluating comercial real estate.

Turning to the sales conparison approach, the witness testified
that this approach is prem sed upon analysis of the conpetitive
market. The witness testified that the use of conparable sales
in locations outside of the subject's area was not appropriate.
Further, the wtness opined that he expected to see the
conpar abl es have their |and value allocated from the inprovenent
val ue.

Giego considered the wuse of the retail sales nmultiplier
i nappropriate and testified as follows: "Not w thstanding that
it's an inappropriate unit of conparison, the sales per square
foot analysis is based on appraiser estinmates and projections.

think that that certainly reduces the credibility of the sales
conpari son approach utilizing these retail sales per square foot
anal ysis." In Re The Matter O: Mrshall Field s State Street

Store Chicago, Illinois, Transcript of Proceedings, Novenber 8,
9, 13, 14, 2006 at page 581.

The wi tness continued that the appraiser's utilization of the
sales multiplier derived from retail sales per square foot is
anot her wunit of conparison that is not taught by the Appraisa
Institute. Giego also testified that based up on his experience
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such a unit of conparison is not recognized by his peers in the
i ndustry.

The witness al so took issue with the REAC apprai sal report use as
a conparable sale the Marshall Field flagship store in downtown
M | waukee. The witness testified that the main issue he had with
the wuse of this conparable is that it was purchased for
condom ni um conversion and that the highest and best use of the
property is different from the subject. As such, the econom cs
of the purchase would be different from that of the subject’s.
The witness also stated that the location is conpletely different
from dowmntown M| waukee to downtown Chicago. The w tness also
took exception to the use of several other properties based upon
their location and the |ack of adjustnents for their respective
locations in such areas as Aurora, Illinois; Tinley Park,
[Ilinois; Matteson, Illinois; and Peoria, Illinois.

In conclusion, the witness testified that he considered the REAC
conclusion of value not reliable, because it used retail sales
per square foot and because |ocational differences were not
accounted for properly.

The witness simlarly discounted the REAC report use of the sane
unit of conparison in the inconme approach. Giego also disagreed
with several of the REAC report incone valuation considerations:
the use of managenent fees with vacancy and collection |osses;
the REAC report's use of a 20% vacancy and collection |o0ss
factor; the band of investnment approach that arrives at a
capitalization rate of 12.4% and the REAC report's final figure
of a capitalization rate of 13%

Under cross-exam nation of Giego was questi oned about the use of
his report, its credibility and validity. Since the report was
i ntended for use by the PTAB and the board of review the w tness
was questioned if he was aware of the Illinois statutes and | ocal
procedures regarding |egal and proper valuation for ad val orem
tax purposes. The witness testified that he had not checked if
there was any contradiction between USPAP applications and the
| ocal and state procedures and statutes. The witness testified
that he had never worked for any governnental body that
determ nes ad val orem assessnents.

The witness also testified that he was aware that ad val orem
val uation requires that the property be valued in accordance with
its current use and not sone speculative use. The witness
further testified that he had never done an appraisal of a nmjor
departnment store for an owner; rather, he performed an apprai sal
for the lenders of such facilities. The witness testified he
had never had any discussions with the owners and operators of
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departnent stores. The witness did not check the accuracy or the
authenticity of the facts as reported in the REAC report for
which he relied upon. Rather, the witness testified, he based
all of his analysis upon those facts that were provided in the
REAC report.

Giego agreed that the REAC report properly states the subject's
buil ding area and |and area, as well as the history and the use
of the subject property. The witness testified that he relied
solely upon the information provided in the REAC report and did
not perform any independent verification of his own.

Directing the witness' attention to the publication Dollars &
Cents of Shopping Centers, there is a use provided for rent
determned as a percentage of retail sales. The witness
testified that unit of conparison is utilized by the entire
retail sales industry. The witness agreed that Kelly used both
| ease rates and retail sales per square foot in his analysis
However, the witness testified that the Appraisal Institute does
not teach that market rent is based upon retail sales per square
foot.

Turning to the REAC report's highest and best use analysis, the
witness testified that he did not find the analysis "neaningful"”
and testified off of his report. Giego read the follow ng from

his report: "This section of the report fails to address highest
and best use criteria relative to the subject property facts and
the market data that Ilead to the indicated conclusion.

Therefore, the report's conclusion is not especially neaningfu

given the substantial nature of the structure, its significant
architectural characteristics, and their inpact on use in value
especially in light of its Landmark status.” In Re the Matter
of : Marshall Field's State Street Store, Chicago, Illinois,
Transcript of Proceedings, Novenber 8, 9, 13 and 14, 2006, at
page 637.

When questioned by Target's attorney about the highest and best
use of the Kelly conparables, and, in particular the use of the
downtown M | waukee Marshall Field flagship store, the wtness
testified that the econom cs and the purchase price of that store
would be different from the factors that drive the purchase of
the subject property. The witness called the downtown M| waukee
area a "tertiary-type nmarketplace" and would have adjusted for
the locational differences. The witness testified that all of
the Kelly conparables required a simlar adjustnent.

The witness also did not agree with Kelly's use of vacancy and
collection | oss and nanagenent fee all included in one deduction.
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The witness did not consider the conclusion of value in the REAC
report reliable.

On cross-exam nation, the witness testified that he intended his
review report to be relied upon by the courts of Illinois, the
board of review and the PTAB. The witness was asked if he was
aware of the procedures on the |egal and proper valuation for ad
val orem tax purposes. The witness replied that he conplied with
USPAP, but he did not check to see if his report was in
conpliance wth proper |legal valuations for ad valorem tax
pur poses. The witness also testified that he never worked for
any agency or board that hears appeals on ad val oremtax purposes
or assessnents. The witness also testified that he had never
done any appraisal reports for owners of departnment store
properties. The witness went on to also testify that he did not
check the accuracy of the facts of the appraisal report he
revi ewed.

When further questioned on this issue and whether or not an
anal ysis regarding the subject's highest and best use should be
applied to the use of various conparables such as nursing hones,
office buildings and properties that enploy other uses, when
conpared to a subject property, the witness testified that "I'm
not sure."

The board of review submtted its "Board of Review Notes on
Appeal " wherein the subject's final total assessnents for years
2000 and 2001 of $22,150,302 were disclosed. These assessnents
reflect a market value of $58,290,268, when applying the Cook
County Real Property Classification Odinance | evel of
assessnments of 38% for class 5A property, such as the subject.
The subject's assessnent for year 2002 was $23, 939,998 reflecting
a market value of $62,999,995. Furthernore, the board submtted
the Cook County Real Property Assessnent Cl assification
O di nance, which provides for an assessnent |evel of 38% for
Cl ass 5A property such as the subject. The board also submtted
case law, In re: Application of Rosewell v. US. Steel Corp., 106
1. 2d 311, 478 N E 2d 343 (1985) and In re: Application of
County Treasurer v. Twin Manors West of Mdrton G ove Condom ni um
Association, 175 IIl. App. 3d 564, 529 N E 2d 1104 (1%t D st.
1988). No brief with an explanation as to each case's rel evance
in the present appeal was submtted.

The board of review then submtted two reports. The first report
is entitled The |lllinois Ratio Study for Commerci al and
Industrial Properties: Review and Recommendations, by Robert J.
A oudenans and Alan S. Dornfest [hereinafter, the "Dornfest
report"]. The "Dornfest report” reviewed and evaluated the

27 of 51



Docket Nos. 00-24805.001-C- 3, et.al.
01-25823.001-C-3, et.al.
02-26690. 001-C-3, et.al.

procedures and nethodology used by the Illinois Departnent of
Revenue in its annual sales ratio studies.

The second report is entitled I AAO Techni cal Assi stance Project -

Review of the Assessnent/Sales Ratio Study Program for the

I[Ilinois Departnment of Revenue, by Roland Ehm [hereinafter, the
"I AAO report"]. The purpose of the "IAAO report" was to
ascertain conpl i ance wth I AAO st andar ds and of fer
recomrendati ons for inprovenent.

Attached to the board of reviews notes for the year 2000 was a
cover letter to the Honorabl e Commi ssioners Cook County Board of
Revi ew dated Novenber 20, 2001. Said letter stated the
fol | owi ng:

Attached is a copy of the 1998 PTAB appraisal that
was submitted to the Board of Review for the 1999
PTAB # 28000 to 28005 and the 1998 PTAB # 29272 to
29277. The 2000 total AV $22,150,302 yields a market
val ue of $58, 290, 268. The 1998 & 1999 total AV was
$19, 317, 639. | believe that the attached data
supports the current assessnment. [signed] Sincerely,
Hugh MacKi nnon.

Simlarly, attached to the board of reviews notes for the year
2001 was a cover letter to the Honorable Conm ssioners Cook
County Board of Review dated January 23, 2003. Said letter
stated the foll ow ng:

RE: PTAB # 01-25823
PIN: 17-10-308-001 thru 006

The subject property is the Marshall Field departnent
store located in downtown Chicago. Attached is an
appr ai sal report from our office dated 1/1/98
concerning this property in the matter of PTAB # 00-
24805. The market value estimate of this report is
$58, 000, 000. We will be resubmtting this report for
2001. [signed] Sincerely, Janes P. Connelly.

The PTAB case referred to in the above nenos to the CCBOR is
Dayt on Hudson Corporation v. Cook County Board of Review, 98-
29272-C-3 to 98-29277-C-3 and 99-28000-C-3 to 99-28005-C-3. The
board's valuation report, as referenced above, with an effective
date of January 1, 1998, reflects a market value for the subject
property of $58, 000, 000. The author of the report, Janmes G
Fromreyer, |11, MAI, was not called by the board of review as a
wWitness to testify to the findings of his report. Nei t her was
James P. Connelly or Hugh MacKinnon called to testify as to their
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fi ndi ngs. Neverthel ess, the PTAB will attenpt to outline the
findings of fact and conclusions of value as given in the
Frommeyer report.

Using information from the assessor's property record cards and

Kelly's REAC appraisal, the Fromeyer report ascertained a
description of the subject property. The appraiser enployed the
customary three approaches to value in his report. Fronmreyer

used information developed from Marshall & Swift's Comerci al

Estimator to determne a replacenent cost new (RCN) for the
subject to be $173, 610, 866.

From the RCN the appraiser deducted accrued depreciation
Physi cal depreciation was estimated to be 75% using an effective
age of 30 years and an economc |life of 40 years. Functional and
external depreciation were determined to be 0% Frommeyer
estimated a total depreciation for the subject property of
$130, 208, 149 resulting in a depreciated inprovenent value of
$43, 637, 716. The appraiser then added a I|and value of
$21,430,347 to arrive at an indicated value for the subject,
usi ng the cost approach of $64, 980,000 as of January 1, 1998.

The next approach Frommeyer enployed in his report was the sales
conpari son approach sunmmarized on a single page. A grid
denmonstrating the sales of 16 freestanding retail and/or
departnment stores was presented. The 16 conparables range in age
from5 to 78 years. Building sizes range from 26,040 to 315, 000
square feet and |and sizes range from 16,200 to 874,859 square

feet. The properties were sold for prices ranging from $837, 500
to $15,250,000 or from $9.49 to $155.52 per square foot of
bui | di ng area. Frommeyer estimated a val ue of $30.00 per square

foot for the subject's 1,943,009 square feet resulting in a total
value for the subject of $58,290,000, as of January 1, 1998. In
the appraiser's sales conparison approach, as in the cost
approach, he did not incorporate any witten analysis or
docunentation to support this concl usion

Lastly, Fronmmeyer determ ned an estinmate of value for the subject
t hrough the inconme capitalization approach, which was one page in
l ength. No supporting docunentation or analysis was included in
the report. Frommeyer determ ned stabilized NA of $7,050, 000
using a percentage rent nmethod of 3% of store retail sales of
$235, 000, 000, or a rental rate of $3.50 per square foot. Using
the NO figure of $7,050,000 and a vacancy and collection | oss of
10% and then applying a capitalization rate of 10.77% Fronmeyer
arrived at a final conclusion of value using the income approach
for the subject property as of January 1, 1998, of $58, 930, 000.
Reconciling all three approaches to value the appraiser arrived
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at a final conclusion of value for the subject property of
$58, 000, 000, as of January 1, 1998.

At this point in the proceedings all of the parties rested their
case-in-chief. Cosing argunents foll owed.

After hearing the testinony and considering the evidence, the
Property Tax Appeal Board finds it has jurisdiction over the
parties and the subject matter of this appeal.

The issue before the Property Tax Appeal Board is the
determ nation of the subject's narket value for ad val orem tax
pur poses. Wen market value is the basis of the appeal the value
of the property nust be proved by a preponderance of the

evi dence. National City Bank of Mchigan/lllinois v. Property
Tax Appeal Board 331 |IIl.App.3d 1038 (3¢ Dist. 2002) and
W nnebago County Board of Review v. Property Tax Appeal Board 313
[11.App.3d 179 (2" Dist. 2000). Proof of nmarket value nmay

consist of an appraisal, a recent arnis length sale of the
subject property, recent sales of conparable properties, or
recent construction costs of the subject property. 86 IIl. Adm
Code 1910.65(c). Havi ng considered the evidence and testinony
presented, the Board finds that the taxpayer has satisfied this
burden for tax years 2000, 2001, 2002 and a reduction is
war r ant ed.

Five appraisals were subnmtted: two by the taxpayer for years
2000 and 2002, one by the CBOE for the year 2000, and two by the
Cty for the years 2001 and 2002. Three review reports were
submtted: one by the Gty in review of the taxpayer's (REAC
apprai sal report for the year 2000; and two by the taxpayer. One
of the taxpayer's review reports was a review of the CBCE s
(Enright) valuation report for the year 2000 and the other was a
review of the City's (Hatfield) valuation report for the year
2001.

Testinony was given by three of the taxpayers's w tnesses: Jay
Mason, vice-president of property taxes for Federated Departnent
Stores; Mchael Kelly, MAl, president of REAC for purposes of
val uation of the subject property; and Joseph Ryan, MAlI, as the
taxpayer's review appraiser. The intervenors' wtnesses that
provided testinony are: Susan Enright, MAI, for the CBOE for
pur poses of valuation of the subject property; Gegory Hatfield,
MAI, for the Gty for purposes of valuation of the subject
property; and Richard Giego, MAl, the Cty's review wtness.
The board of review did not present any w tnesses or testinony as
to its valuation report in its "Notes on Appeal” and, simlarly,
provi ded no witnesses to support the assessnents years at issue.
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The taxpayer's appraisals reached conclusions of value for the
subj ect property of $39, 000,000 as of January 1, 2000 and January
1, 2002. The CBOE's appraisal reached a conclusion of value for
the subject property of $62,000,000 as of January 1, 2000. The
Cty's appraisal reached conclusions of value for the subject
property of $82,000,000, as of January 1, 2001 and January 1,
2002. The board's apprai ser reached a market value concl usion
for the subject property of $58,000,000, as of January 1, 1998.

The PTAB finds that the taxpayer has proved by a preponderance of
the evidence that the subject is over assessed for all three
years. The Board further finds that the best evidence of narket
val ue for the subject property in the record is the appraisal and
testinony provided by Mchael Kelly, MAI. The Board gives |ess
weight to the Enright report, and the testinony of its valuation
wi t ness, Susan Enright, MAl. Simlarly the Board gives |ess
weight to the Hatfield report, and the testinony of its val uation
W tness, Gregory Hatfield, MAI. The Board gives no weight to the
board of review s report prepared originally by Janmes Frommeyer
MAI, and adopted by James Connelly and Hugh McKi nnon, none of
whi ch appeared, nor did any witness testify on behalf of the
board of review

The PTAB finds that the REAC reports were the nobst credible
evidence in estimating the subject's market value in fee sinple
estate presented to the PTAB. As stated in the Kelly report
mar ket value is defined as:

The nost probable price which a property should bring in
a conpetitive and open nmarket wunder all conditions
requisite to a fair sale, the buyer and seller each
acting prudently and know edgeably, and assum ng the
price is not affected by undue stimulus. Inmplicit in
this definition are the consummation of a sale as of a
specified date and the passing of title from seller to
buyer under conditions whereby:

1. Buyer and seller are typically notivated,

2. Both parties are well inforned or well advised, and
acting in what they consider their best interests;

3. A reasonable tinme is allowed for exposure in the
open market;

4. Payment is made in terns of cash in U S dollars or
in terms of financial arrangenents conparable
t hereto; and

5. The price represents the normal consideration for

the property sold unaffected by special or creative
financing or sale concessions granted by anyone
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associ ated with the sale. Title XI of the Federa
Fi nanci al I nsitutions Ref or m Recovery and
Enforcenment Act of 1989 (FIRREA) and Uniform
St andar ds of Professional Practice, 2002.

Real property nust be valued at its fair cash value, which the
Property Tax Code defines as "the anount for which a property can
be sold in the due course of business and trade, not under

duress, between a willing buyer and a willing seller.” 35 ILCS
200/ 1- 150.
According to the Illinois Supreme Court, fair cash value is "what

the property would bring at a voluntary sale where the owner is
ready, willing, and able to sell but not conpelled to do so, and
the buyer is ready, willing, and able to buy but not forced to do
so." Springfield Marine Bank v. Property Tax Appeal Board, 44
[11.2d at 430 (1970).

Fee sinple as defined is:

Absol ut e ownershi p unencunbered by any other interest
or estate, subject only to the limtations inposed by
the governnental powers of taxation, em nent domain,
police power, and escheat. The Dictionary of Real
Estate Appraisal, Appraisal Institute 4'™" Edition.

As required, each valuation appraisal in evidence cites as its
purpose the estinmation of the subject's market value. The Board
finds that the REAC report not only is the only report that
conplies precisely with the terns given above, but is the only
report in evidence that clearly follows these definitions and
standards for purpose of valuation, consistent with the hol ding
of the Illinois Suprene Court. Real property for ad val oremtax
pur poses should be valued at its highest and best use. That is
the basis for property tax assessnments and its application should
be strictly adhered to.

The PTAB further finds that, based on this record, the subject's
land size is 131,295 square feet and its inprovenent size is
1,943,009 square feet of building area. The Board finds Kelly
has extensive know edge of the property and has done nunerous
apprai sals and inspections of the subject. These figures were
relied upon by Kelly, Ryan and review appraiser Giego. Only
Enright and Hatfield used different figures for conputing the
property's size for purposes of valuation. Enright cites the
fact that close to 400,000 square feet is vacant and el ected not
to use the sub basenent and vault areas in her valuation process.
Enright notes that much of the building's gross area is for
support offices and stock and storage area. Hatfield al so does
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not use the sub basenent area commonly referred to as vault space
since it is not owned outright but is leased from the Gty of
Chicago to the owner. Hatfield does not use space above the 13'"
floor since it is mechanical and storage area. Wiile the vault
area may be l|icensed for use, it has been this way for sone 100
years, and has been used for purposes of fee sinple ownership.
Therefore, the PTAB finds for these appeals that the correct
estimation of the subject's size is that articulated in the REAC
report.

The only issue in this case is the subject's fee sinple narket
value for ad valorem tax purposes. For all these reasons, the
CBCE and the Cty failed to successfully establish that the
subject is under assessed in relation to its market value. The
board of review failed to defend its current assessnent. The
nost reliable and credible conclusion of the subject's nmarket
value is the appraisal report and the testinony provided by
M chael Kelly, NMNAI. The PTAB gives considerable weight to the
testinony of Mchael Kelly and the REAC appraisal report and its
concl usion of value for the subject property.

The Board finds that Kelly understood and was able to articul ate
the subject's market, which was that of a retail departnent
store, much better than either the CBOE's witness or the Cty's
witness. All parties in this appeal and their respective experts
utilized the data and descriptions in the REAC report and Kelly
was W t hout question the expert that was nost famliar with the
subj ect property and its history. Kelly had appraised the
subject building a nunber of tines and had personally inspected
the subject property on several occasions over the course of a
nunber of years.

Kelly's report was both clear and concise and easy to read and
follow. The report provides a detailed analysis of its findings
and concl usions of value. Each step in the valuation process is
articulated in detail and substantiated throughout. The
intervenors' reports are not nearly as detailed or explanatory.
A number of assunptions are given by the intervenors' appraisers
with little or no basis in fact. The Board finds the
intervenors' reports to be less reliable based upon those
assunpti ons.

The REAC report was clear, it's reading concise and descriptive,
its conclusions of value were direct and supported by the facts
and the testinony in the case. The testinony of Kelly was that
of a professional appraiser explaining with a great degree of
clarity and confidence his findings, all of which were supported.
Kelly's answers were both detailed and concise. He provided
testinony that was easy to understand and his professionalismwas
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obvi ous. Kelly's experience and know edge in the field of
appraisal of a large, single-tenant, retail departnent store was
evident. Hi s analysis of the subject's highest and best use was

cl ear and convincing and his use of conparable sales was directly
supported by both his report and his testinony.

During cross-exam nation, M. Kelly was thoroughly questioned on
his methodol ogi es enployed when preparing the appraisal and
determning a fee sinply market value for the subject property.
The witness' replies to the inquiries were both conprehensive and
detailed. He was candid in his answers and know edgeable in his
responses. Kelly expressed a clear understanding of the nature
of the subject and the market for such a property and his finding
of the subject's fee sinple market value for ad valorem tax
pur poses was persuasi ve. The taxpayer has denonstrated by a
preponderance of the evidence that the subject property is over
assessed for all three years.

The Board gives little weight to the Enright report as it relied
upon several assunptions that the Board finds were speculative in
nature. The apprai ser uses a specul ative highest and best use in
its analysis. The appraiser also uses conparable sales that did
not have the sane use as the subject, a retail departnent store.
The report had a mathematical error in its conclusion of value
under the inconme approach for which the witness testified would
have no inpact on her final reconciliation and conclusion of
value for the subject property since she had relied upon the
sal es approach. However, the error does inpact the credibility
of her report. Moreover, the use of an entrepreneurial profit of
$9, 255,320 is not supported by market data in the record.

Al so, the wtness determ ned the subject, a 100-year-old building
to have a total depreciation of only 60% with no external
obsol escence, an assunption that is not supported. Furthernore,
Enright testified that the failure of Block 37 to be devel oped
had no effect on her valuation, despite its location directly
across from the subject. The subject's site size and Block 37
are the sane, one square city block, yet Enright testified that a
prudent buyer of the subject would sinply ignore this conparable.
Al'l of these factors conbined lead to the PTAB s finding that the
Enright report is to be given little weight and that her
testinony and the conclusions of value in her report are not
credible.

Enright's highest and best conclusion is as a shell structure
W th adaptive reuse. The witness' report has sone two pages of
hi ghest and best use, contrary to the customary approach of one
hi ghest and best use as vacant and one as inproved. One clains
that the highest and best use is the continuation of a flagship
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departnent store, but if the property were to sell it is as a
shel |l structure with a variety of possible uses. In testinony,
the witness testified that the subject's highest and best use
concl usion "adaptive reuse out of the shell structure.”

The PTAB finds this conclusion of highest and best use is not
support ed. The definition of highest and best use nust be one
that is legally permssible, physical possi ble, financia

feasible and maximally profitable. The highest and best use
cannot be speculative. Here, Enright nakes assunptions that are
theoretical in nature. There is no foundation in fact that such
an adaptive reuse possibly exists or would ever be contenpl at ed.

The building has always and continues to be a retail departnent
store. Enright's highest and best use conclusion detracts from
the credibility of the appraisal

Further, when Enright conpares the subject to a nunber of
downtown office buildings, the results of the conparability
anal ysis are suspect. The properties used as conparables are
totally different types of buildings and have different uses than
the subject property. The sal es conparabl es used by Enright do
not appear to be of properties of simlar utility and
desirability as the subject. This violates the principle of
substitution. Therefore, the PTAB finds this further detracts
from the credibility and weight to be given the Enright
appr ai sal .

Simlarly, Hatfield uses conparable sales in the downtown "Loop"
area. Yet, Hatfield explains on page 39 of his report that, "In
the Sales Conparison approach, sales and offerings of simlar
properties are analyzed and adjusted to provide a value
i ndi cation of the subject property. Thi s Approach reflects the
actions of buyers and sellers in the market and is based upon the
Principle of Substitution, which states that when several simlar
properties are available, the one with the |lowest price wll

attract the greatest denmand.” Hatfield goes on to use sales of
buil dings that are not simlar to the subject, but rather enploy
a variety of different uses. Hatfield ultimtely establishes,

based upon this evidence, a conclusion of value for the subject
property of $82,000,000 for years 2001 and 2002, a substantially
hi gher value than either the taxpayer's expert or the current
assessnent by the board of review

The Board finds that Hatfield also makes assunptions about the
hi ghest and best use of the subject property. Hatfield states
that the highest and best use is for retail wth associated
of fice use. However, the subject property has never been used as
of fice space by any of the owners, current or fornmer. Based upon
the subject's history none of the subject property has been
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| eased as office space. The Board finds Hatfield s highest and
best use analysis was not credible which, in turn, detracts from
wei ght to be given his opinion of val ue.

Even wthin the board of reviews rather I|imted report,
Fromreyer provides his opinion of highest and best use of the
real estate as follows: As Oiginally Built: Departnment Store;

As Currently Used: Department Store; Opinion of H ghest and Best
Use: Departnent Store. The PTAB finds the highest and best use
assunption of the intervenors' appraisers to be specul ative and
unper suasi ve.

In a recent decision handed down from the Illinois Appellate
Court, it held that property should be valued for the purposes
for which it was constructed and not for any other purpose which
it mght be used. Bloonington Public Schools, District No. 87 v.
I1linois Property Tax Appeal Board, Sears Store No. 2840 and the

McLean County Board of Review, Appellate Court of Illinois Fourth
District, No. 4-07-0405, at page 10, filed January 31, 2008,
citing State of Illinois v. Illinois Central RR Co., 27 Ill. 64

(1862). The court went on to state that values which are future
in character may not be taken into consideration where they are
so elusive and difficult to ascertain that they have not affected
the present narket value of the property. See Bl oom ngton Public
Schools, at page 11, citing to In re Rosewell, 120 Il1.App. 3d.
369, 458 N E. 2d 121, 126 (1983). Simlarly, here, the PTAB finds
that both the Hatfield report and the Enright report highest and
best use analysis to be speculative, elusion and difficult to
ascertain.

Furthernore, Hatfield, in his sales conparison approach, uses
sales of what he considers simlar properties. However, these
sales are multi-tenant office buildings. None of the properties
are single-tenant retail departnent stores, |ike the subject.
Moreover, none of these properties has floor plates nearly the
size of the subject property. The result of such an analysis
once again is in violation of the definition of highest and best
use, since such an analysis leads to the subject's fee sinple
mar ket value for ad valorem tax purposes as speculative in
nat ur e. There is no justification for such a result. The
conpar abl es cannot be considered substitutes for the subject.
The Board finds that these conparables are not simlar to the
subject in utility and desirability. As such, the PTAB finds the
Hatfield report shall be accorded little weight and is not
reliable for purposes of determning the subject property's
mar ket value in fee sinple for assessnent purposes.

The Board finds that the REAC appraisal report to be thorough and
conplete. The appraisal gave descriptive detail of the | ayout of
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the property, its history and its present use. The appraisal's
hi ghest and best use analysis was in keeping with the four
el ements of the definition given above and the highest and best
use conclusion is as it currently exists. The highest and best
use conclusion was not speculative and not theoretical. Kel 'y
did not base either the sales conparison approach or the incone
approach to value on other types of properties such as nulti-
tenant office buildings. As such, the taxpayer's appraisal did
not suffer from the flaws of the other reports which used data
that was unrelated to the subject's present use as a single-
tenant departnment store. In all the years of its existence and
throughout the entire history of the store and the nunber of
recent sales over the past 20 years, the property has always
remai ned a single-tenant departnent store. That is how it was
valued in conpliance with the property's highest and best use for
ad valorem tax purposes in relation to its fair market value in
fee sinple estate.

The board of review, in its voir dire of the wtness, attacked
Kelly's credibility based upon two Illinois Appellate Court
opi ni ons from DuPage County. Moreover, and nore inportantly, the
REAC anal ysis was the subject of nmuch criticism by the other
parties to the appeal because Kelly val ued the subject based upon
its retail sales per square foot. Kelly used a retail sales
multiplier (RSM in order to conpare the subject to his
conparabl es. The PTAB wi Il address both of these concerns.

Turning first to the appellate court cases, the board of review
attenpted to discredit Kelly as an expert based upon two
appel late court decisions from the Second District Appellate
Court, DuPage County Board of Review v. Property Tax Appeal

Board, 277 Ill.App.3d 532, 660 N.E.2d 985 (2" Dist. 1996) and
DuPage County Board of Review v. Property Tax Appeal Board, 313
I11. App. 3d 538, 708 N.E.2d 525 (2" Dist. 1999). 1In these two

cases, the appellate court was presented with a case wherein the
valuation nmethod utilized by REAC and appraiser Mchael Kelly
reduced the subject's market value in an anmount attributable to
the val ue of the conmon areas at a shopping nmall. |In both cases,
the appellate court ruled against the REAC nethodol ogy, which
attributed a separate, contributory value, to the surrounding
comon area and did not allow for the reduction in the extra | and
val ue. Based upon two unrelated rulings in tw cases from
another jurisdiction the board of review and the intervenors
attenpt to discredit Kelly's expertise. 1Inits closing, the Cty
goes so far as to state that Kelly's "expert status was
sufficiently challenged by the board of review, based on the
rejection of the appraisal nethodologies and other cases-an
II'linois appellate court cases cited by the board of review and
the PTAB decision that was cited by the Cty of Chicago in its
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openi ng. " The PTAB finds this attenpt to discredit Kelly
unper suasi ve.

In the first instance, the appellate court disagreed with Kelly's
deduction of the valuation of commpbn area at a mall to an anchor
store. Kelly subtracted the value of the contributory [and from
the subject's value because the extra |l and was common area used
by a nunber of other establishnents, not owned by the taxpayer.
Here, however, Kelly is valuing a single-tenant, free-standing,
anchor departnment store in the heart of the Loop. Under the
facts of this appeal there is little simlarity and Kelly made no
deduction to his value conclusion for the contributory value of
the comon area |and, since there is no such comobn area.

Turning to the PTAB decision cited as Sears Roebuck and Conpany
v. Cook County Board of Review, 98-30684-C-3 (COctober 18, 2005),
the board of review and the intervenors use this single decision
as an attenpt to further discredit Kelly's nethodol ogies. To
quote from that decision, "the PTAB finds questionable the
appellant's appraiser's reliance upon retail sales per square
foot in his cost and incone approaches to value wthout
articulating any source or treatise for said nethodol ogy.
Al t hough this nethodol ogy may have nerit, it was not evident at
this hearing."” (enphasis added) See Sears, at page 21. Based
upon this fact, the board and the intervenors attenpt to
establish that Kelly's entire nethodology is not sound. The City
argues that based upon this one decision "M. Kelly's opinion of
value is neaningless.”" They fail to state the additional proviso
added after the statenment and enphasi zed i n quotes, above. Wile
it was held not to have nerit in that case, the decision
certainly allow for the possibility to exist that said
nmet hodol ogy has nerit. In the instant appeals, the REAC
net hodol ogy has been adequately support ed.

In at | east two other PTAB cases, issued prior to the Sears case,
which the board of review and the intervenors neglected to
mention to this tribunal, the nethodology used by Kelly was
accepted. One case directly on point was an appeal of the 1998
and 1999 assessnents of the subject property before the PTAB
referred to as Dayton Hudson Corporation v. Cook County Board of
Revi ew, under PTAB Docket Nunbers 98-29272-C-3 thru 98-29277-C 3
and 99-28000-C 3 thru 99-28005-C 3. The PTAB deci sion was issued
on May 6, 2004. In that case, the PTAB found M chael Kelly and
t he REAC apprai sal anal ysis and net hodol ogy, including the use of
a retail sales multiplier, to be sound and its conclusions
controlling in its finding of the subject's market value in fee
sinple estate of $34,500,000 as of January 1, 1998 and
$37, 000, 000 as of January 1, 1999. Kelly's appraisal included
the use of conparable sales of retail departnent stores |ocated
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from Chicago to Texas. Adjustnments were nmade on the basis of the
retail sales multiplier and retail sales per square foot.

Sak's Incorporated v. Cook County Board of Review PTAB Docket
Nos. 98-28832-C-3 and 98-28833-C-3 (issued July 19, 2002), which
was also decided prior to the Sears, is another case that
involved the use of a REAC appraisal and the appraiser was
M chael Kelly. Again, Kelly used a retail sales multiplier based
upon the sales per square foot in the determnation of the
subject's correct assessnent. As stated in the decision herein
ref erenced:

Furthernmore, the Board found Kelly's appraisal and
testinony: to be based upon his thorough experience
and knowl edge in the area of appraisal theory and
practice; to have personally inspected the subject
property; to have used actual and nmarket data to
support the value analysis in the inconme approach to
value; to have credibly explained why he chose to
utilize sales outside the Downtown Chicago area
| ocated within regional shopping nmalls; and to explain
the nethodol ogy used in the application of the retai
sales multiplier in the sales conparison approach to
val ue. (enphasis added) Sak's at page 11.

It is clear that the PTAB has found Kelly's experience and his
nmet hodol ogy sound in both the wuse of conparable properties
outside of the subject's region and the use of a retail sales
multiplier in determning the subject property's market value in
fee sinple estate for ad valorem tax purposes. The record
di scl oses that Kelly has appraised over 100 such properties for
pur poses of ad val orem tax assessnents. He has also |lectured on
the Illinois Institute for Continuing Legal Education (I11CLE)
circuit and is considered an expert in the valuation of such
properties. The PTAB further finds the board of review and the
intervenors selective use of appellate court decisions and PTAB
decisions to be sonewhat disingenuous in their attenpt to
discredit the appraiser's expertise in the area of real estate
apprai sal and val uation of the subject property.

Giego testified that the unit of conparison used by Kelly in his
report is not taught by the Appraisal Institute. Gi ego
testified that the use of the retail sales multiplier in the
sal es conparison approach is also not an appropriate unit of
conparison. Giego testified that he woul d have nade adjustnents
for |ocational differences between the subject and the
conpar abl es. Griego states that Kelly's nethodology is not
taught by the Appraisal Institute in an effort to discredit
Kelly. However, Mason's testinony bolsters Kelly's technique in
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that he explained that retail sales are the driving force behind
the sal es of departnent stores.

Moreover, the board of review and the intervenors cite solely to
the Sears case wherein it is noted that there is a | ack of source
material for the nethodol ogies enployed by Kelly. Kelly does
state in his testinony that there are very few appraisers that
apprai se these types of properties. He goes on to testify that
retail sales multiplier is nothing nore than another use of the
gross incone multiplier which has been "around forever"” in both
| AAO (International Association of Assessing Oficers) and MAl
t ext books.

Kelly's testinony is verified in an |AAO publication. In the
second edition of the I1AAO s Property Assessnent Valuation, this
relationship is discussed as follows:

One economic unit of conparison in general wuse for
apprai sal of commercial and apartnent properties is the

gross inconme nmultiplier (A M. A G M expresses a
rel ati onship between gross annual inconme and val ue of
property; t hus, it conpares the incone-producing
characteristics of properties in the sales conparison
appr oach. Property Assessment Valuation, 2" edition,
International Association of Assessing Oficers, at
page 118.

Kelly uses a different term of art, albeit its term nology my
not be comon know edge anong the appraisal industry, for, as
Kelly noted, these properties are appraised only by a handful of
people. Ryan is one of those appraisers and he found the use of
a retail sales multiplier in the valuation of a property such as
the subject to be sound application. Additionally, M. Mason
testified that the valuation of such properties nationally based
upon their retail sales is fundanental to the buyers and sellers
of these types of properties and it is the threshold to determ ne
whet her or not a sale or purchase will be consummat ed.

Kelly el aborated that the retail sales multiplier, much like the
gross incone multiplier, is nerely a nmathematical relationship
between sales and revenue per square foot. As illustrated,
sources of this information include MAI and | AAO textbooks, the
Dollars and Cents of Shopping Centers, and the testinony of
Kelly, Ryan, and Mason. Kelly was the only valuation wtness
that concluded the property's market val ue based upon its highest
and best use as its present use and not for some other future or
specul ati ve possible use. The nere fact that very few people in
the industry enploy this termnology does not make his
nmet hodol ogy systematically unsound. Rather, the record contains
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both expert testinmony and references to other source material
that indicate the appraiser's nethodology is fundanentally sound
and based upon wel |l -known factors common to the industry.

In his appraisal and his testinony, Kelly utilized the
publication The Dollars & Cents of Shopping Centers, a recognized
publication in the appraisal industry, published by the Urban
Land Institute. This publication is referenced in both the REAC
apprai sal and Kelly's testinony and in other w tnesses' testinony
and docunentation. This source provides data on retail sales of
nati onal chain shopping centers that reached a high in the year
2000 and began to decline thereafter. Sales per square foot were
an average of $175.91 in 2000 and $173.24 in 2002.

That same publication, The Dollars & Cents of Shopping Centers,
indicates a nedian rent of $3.07 and $3.43 per square foot or a
percentage of sales at 1.9% and 2.2% in U S. Regional Shopping
Centers and U.S. Super Regional Shopping Centers, respectively.
Kelly utilized this information in his analysis of the subject's
fee sinple market value. Sales in his sales conparison approach
were single-tenant anchor stores |ocated in shopping centers.

Anchor retail departnent stores in shopping centers were used
extensively by Kelly in his analysis. These properties are nost
closely conparable to the subject; not the nulti-tenant office
bui |l dings as selected by the other Enright and Hatfield. Kelly's
conparabl es are also nore simlar to the subject in terns of size
of floor plates, a significant factor in the appraisal of the
subj ect property, which possesses floor plates of approxinmtely
130, 000 square feet. Testinony revealed that office buildings in
the downtown Chicago area have an average floor plate size of
20,000 to 30,000 square feet. This size differential makes the
i ntervenors' appraisers assunptions about redevel opnent of the
subject property questionable in their highest and best use
anal ysi s.

Richard Giego, MAI, the review appraiser for the Cty, testified
that he has appraised sonmewhere between five and ten anchor
depart nent stores. In his critique of the REAC report, Giego
testified he was famliar with the subject because he shopped
there and used the subject as a convenient "shortcut” to his
of fice | ocation.

On cross-exam nation, Giego admtted that he had not done a
singl e appraisal of a major departnent store for an owner and had
no experience in the assessnent of properties. He also has never
had di scussions with owners of departnent stores for purposes of
val uation for ad val orem tax purposes. The witness also failed
to secure any independent verification of the information

41 of 51



Docket Nos. 00-24805.001-C- 3, et.al.
01-25823.001-C-3, et.al.
02-26690. 001-C-3, et.al.

contained in the Kelly report, such as the facts pertaining to
t he conpar abl es. He also did not verify the subject's land and
buil ding sizes. Giiego testified that the publication Dollars &
Cents of Shopping Centers is wused nore for its expense
information and not the retail sales per square foot application
enpl oyed by Kelly. Based upon the wtness' testinony, the PTAB
finds Giego's review of the Kelly report unpersuasive.

Ryan al so prepared a review report. Ryan, an expert in the field
of a real estate review appraiser of departnent stores for ad
val orem tax purposes, has appraised between 40 and 50 such
properties for the owners. Ryan testified that unless a change
in use was inmmnent the highest and best use conclusion present
as of the date of value was to be the basis of the appraisal.
Any contrary highest and best use violates the standards set by
USPAP.

Moreover, Ryan testified that due to the subject's large floor
plates, it 1is necessary for purposes of conparison to use
properties with large floor plates. That is not acconplished in
the intervenors' appraisals in conparing the subject wth
downt own office buildings. Ryan's understanding of the valuation
process of the subject property was thoroughly articulated and
know edgeabl e. The PTAB finds Ryan's testinony conpletely
credi bl e.

Ryan, an expert in this area of appraisals, also testified that
he has used retail sales as a unit of conparison. He also called
the term percentage rent, as enployed by the REAC report, as the
standard in the industry. Moreover, Ryan testified that the use
of departnment stores, even in different Ilocations from the
subj ect, would be appropriate for purposes of valuing the subject
property. One reason is that departnment stores generally have
| arge floor plates such as the subject. Two, Ryan testified, is
that departnment stores sell on a basis of sales per square foot.

Therefore, Ryan testified that it is proper to use such stores
for purposes of comparison. Ryan testified that he would use as
a unit of conparison gross retail sales divided by building area.
QO her simlar approaches to value using such a unit of conparison
are gross rent nultipliers when valuing apartnment buildings.
Therefore, Kelly's analysis is not unique. The PTAB finds that
Ryan's testinony was both credible and persuasi ve.

The PTAB further finds that Jay Mason's testinony is credible and
per suasi ve. Mason, vice-president of ©property taxes for
Federated Departnent Stores, and previously enployed by My
Departnment Stores has held that position for 23 years. Prior to
his tenure as vice-president of property taxes, Mason was the

42 of 51



Docket Nos. 00-24805.001-C- 3, et.al.
01-25823.001-C-3, et.al.
02-26690. 001-C-3, et.al.

supervi sor of comercial assessnents for 11 year for the city of
St. Louis, Mssouri.

Mason testified that properties, such as the subject, are bought

and sold on a national market. The industry buyers and sellers
of such properties base their purchases on the properties retai
sal es. Mason testified that sales per square foot are the

driving force in such transactions. The witness was direct and
responsive to all questions posed. The PTAB finds his testinony
to be unrefuted, insightful and explanatory into the workings of
the retail departnment store market and the use of the factors
that drive sales of properties such as the subject in that
nati onal market. The witness has had substantial experience in
the area of sales and purchases of |arge departnent stores and
the PTAB finds his testinony credi ble and persuasive.

The first approach developed by Kelly was the cost approach to
value. The witness took into consideration that the subject has
a large area that is vacant. Conversely, the intervenor's
apprai sers suggested the possibility that this area could be
devel oped as office space for rental purposes. The PTAB finds
such an argunent unpersuasi ve.

In his cost approach to value, Kelly first estimated the
subject's land value using conparable |and sal es. These sites
had sales of prices per square foot of site area ranging from
$164.52 to $786.22. Based upon its size and uses, Kelly val ued
the land at $190.00 per square foot in the first appraisal and
$185.00 per square foot in the second appraisal. Kelly also
valued the |l and by analyzing the ground | eases. Kelly explained
in his income approach that anchor stores can afford net rents at

2.5%to 3.0%of retail sales based upon |land and building. Kelly
opined that the contributory value of the land only is 1.0% of

the subject's retail sales. The subject's retail sales in the
2000 REAC report are quoted at $223,446, 035. The subject's
retail sales in the 2002 REAC report are quoted at $204, 015, 945.

Respectively, 1.0% is $2,234,460 and $2,040,159. Indicated |and
values after capitalization are $24,945,000 and $24, 290, 000,

respectively. The Board finds Kelly's estimate of the subject's
| and val ue credi bl e and persuasi ve.

Kelly then valued the inprovenents. In order to estimate the
repl acement cost new of the inprovenents, Kelly relied on
nationally recogni zed building cost publications, including Means
Cost  Manual . Uilizing data from these publications, Kelly
estimated a replacenent cost new of $120.24 per square foot, or a
total of $233,630,000 for 2000, and $131.39, or $255,293,000, for
2002.
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Kelly used two nmethods to determ ne depreciation. A conbination
of all forms of depreciation of the subject, including econom c,

functional and physical, totaled 92.0% in one appraisal and 93. 0%
in the second appraisal. The value indicated by the cost

approach was $43,635,000 in 2000 and $42, 160,000, in year 2002.

Kelly testified that in his reconciliation and final value
estimate, the cost approach was given the |east consideration
since this valuation approach requires estimtes of cost new and
depreciation of the subject, a property that is close to 100
years of age. The cost approach, based upon the age and size of

the building is given little consideration to the appraisal's
final conclusion of value, but is rather of check of the other

approaches to val ue. Kelly's analysis of the cost approach to
val ue was thorough and extensive.

The Hatfield report does not contain a cost approach to val ue.
Enright, in her estimting the land value under the cost
approach, uses sites all of which are considerably smaller than
the subject that range in size from 25,200 to 64,030 square feet
and in price from $255.17 to $875.66 per square foot and
estimates a | and value for the subject site of $325.00 per square
foot. Enri ght concluded a land value for the subject site of
$325. 00 per square foot and a total |and value of $42, 700, 000.

Next, Enright estinmated the cost new of the subject inprovenent.
Enright used a figure of $36.72 per square foot for the 1,544,000
square feet that she calculated as above grade and |esser
amounts, $21.13 to $25.37 per square foot, for the basenent
areas. The witness used the Marshall & Swift Cost Manual as the
source for these figures.

Enright determ ned a replacenent cost new for the subject of
$61, 702, 135. She then added an entrepreneurial profit of 15% or
$9, 255, 320, a total cost new of $70,957,455. Total depreciation
of 60% was allotted at 50% for physical depreciation and 10% for
functi onal obsol escence, leaving a depreciated value for
i nprovenents of $28,382,981. After adding the land value of
$42, 700, 000, the witness opined a value under the cost approach
of $71, 100, 000, rounded.

Here, Enright uses a total figure of 60.0% from all sources of
depreci ation, of which she uses a figure of 0.0% for functiona
obsol escence. In her report on page 73: "the large overall size
of the subject property is not considered to represent any
significant functional obsolescence as it is noted that nost of
the vacant sites purchased were for devel opment of buildings in
the general size range of the subject property.” The Board finds
such an analysis lacks credibility. Based upon this statenent
and Enright's highest and best use analysis for the subject
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property as a shell structure with adaptive reuse, it would seem
to indicate that Enright believes that the subject property would
ent ai | little or no redesign or reconstruction of the
i nprovenents to nake it adaptable to a new user. Therefore, the
PTAB finds the Enright report cost analysis to be of little
wei ght .

Wth respect to the board of review s apprai sal report there were
no conparable | and sales that could be analyzed by the PTAB. It
anal ysi s of depreciation of the subject inprovenent considered an
amount of 75% total depreciation with 0.0% depreciation for
either functional or external obsol escence. Its conclusion is
not credible and has no supporting data or analysis. Wth no
witness presented the PTAB finds the board of review s cost
approach is to be given no weight.

Regarding the incone approach to value, the Board finds the
Kelly's analysis is the nost credible in the record. I n
estimating market rent, Kelly considered rents of l|arge retai

bui |l dings. Economc rent is inputed based upon conparabl e mar ket
rents and rents based upon a percentage of the store's retail

sal es. Bearing in mnd the size and uni gueness of the subject
property, the REAC report analysis wutilizes two nethods of
application of the incone approach. Kelly used both |ease

conparabl es and percentage of retail sales to estimte market
rent.

In his report, Kelly uses 13 conparable properties in the 2000
report and 26 conparable properties in the 2002 report. These
| eases were on a pre-determ ned square foot basis and the rentals
ranged from $3.11 to $9.99 or from$2.74 to $9.99 net rental rate
per square foot, respectively.

In the publication The Dollars & Cents of Shopping Centers,
statistics are given for national chain department stores. One
statistic is for U S. Regional Shopping Centers and the other is
for U S. Super Regional Shopping Centers. Rent is given as a
percent age of sales of 1.9% and 2.2% respectively. Keeping with
the testinony given during the case, the driving factor in the
sales and purchases of such properties are retail sales per
square foot.

Sales figures for the subject ranged from a |ow of $195, 000, 000
to a high of $226, 315, 000. Sal es were $196, 440,000 in 2002.
Sal es per square foot ranged from $100.93 to $116. 48. Kel |'y
stabilized the subject's retail sales per square foot at $115.00
in year 2000 and $105.00 in year 2002. The indicated rent based
upon 2.5%to 3.0%is from%$2.88 to $3.85 per square foot for year
2000 and from $2.63 to $3.15 per square foot for year 2002.
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After consulting CB Richard Ellis-Chicago Mrket |Index Brief-
Retail Market, Kelly wutilized a vacancy rate, as well as
coll ection | oss and nanagenent fee of 20% Kelly used an overal
rate and a band of investnment approach, consulting the Anerican
Council of Life Insurers and Korpacz Real Estate Investor Survey,
to reach an overall capitalization rate of 12% and a concl usion
of value, using the incone approach, of $37,565,000 for 2002
Using simlar analysis Kelly opined an opinion of value for the
subj ect of $38, 860, 000 for 2000.

In contrast, the Fronmmeyer Report provided no analysis or

i nformati on. It arbitrarily uses a 10% capitalization rate and
store sales of $235,000,000, higher than any year disclosed by
the Kelly report. Yet, the board of review does use Kelly's

percentage rent nethod and square foot nethod. However, the | ack
of analysis, data and testinony results in little weight being
given to the board of review s incone approach

The board of review report used a net incone figure of $7,050, 000
and a vacancy and collection rate of 10% for the subject
property, using an 8% vacancy factor and 2% collection loss. In
this report, Frommeyer opined the subject's final net operating
i ncone of $6, 345, 000. The appraiser used a capitalization rate
of 10.77% to arrive at a final opinion of value for the subject
as of January 1, 1998, via the incone approach, to be
$58, 930, 000. Fromreyer reconciled his opinions of value to
conclude a final estimate of value for the subject property of
$58, 000, 000 as of January 1, 1998. The appraiser did not include
any analysis to support his conclusion of value. Additionally,
Fromreyer did not perform a personal inspection of the subject
property and, again, was not available as a witness to testify
and be cross-examined as to his findings; therefore little weight
can be given this anal ysis.

Enright's sonewhat |imted incone approach consists of flawed
data. It assunes rental for the three vacant floors, a use never
contenpl ated by the owners, at $17.50 per square foot, gross. It

al so assunes a buil d-out of the sanme area at a cost of $25.00 per
square foot. Sonmehow, the appraiser arrives at a figure of $5.55
gross incone per square foot for the subject property and anot her

$10.00 per square foot for the assunmed office space. A
capitalization rate of 10% is arrived at wthout supporting
anal ysi s. The ultimte market value conclusion is $62, 800, 000
under the income approach. However, as discovered during

testinony, this figure is actually $56 mllion, a fact that the
apprai ser states are nerely a mstake and does not change her
ulti mate val ue concl usion. Due to these deficiencies the Board
gives little weight to Enright's incone approach.
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Hatfield' s report is also sonewhat limted, its analysis making
several assunptions. One of those is that the subject would be,
simlar to the Enright report, built out for office use. He also
uses a figure of $30.00 per square foot to build out. Hatfield
uses conparables that are substantially newer and three of the
five properties are on Mchigan Avenue's "Mgnificent Mle" a
consi derably better |ocation. The appraiser opines a rental rate
of $6.00 per square foot, also with linted analysis. Based upon
these factors, the PTAB finds that Hatfield s income approach is
unper suasi ve.

Finally, the sales conparison approach is given in substantial
detail in the REAC report, unlike the other three intervenor
reports. Kelly thoroughly explains his use of single-tenant
anchor departnent stores located in shopping centers in other
ar eas. Again, wuse of the retail sales per square foot
net hodol ogy is expl ai ned. Buyers of a property such as the
subject wll base their purchase on the store's retail sales on a
stabilized basis. As stated previously, the subject's stabilized
sales are $105.00 per square foot for year 2002 and $115. 00 per
square foot for year 2000.

Kelly considered properties which were all |arge single-tenant
depart nent stores. These sales occurred in Illinois, Mchigan,
W sconsin, and Chio. Sales outside of Illinois are used due to a
lack of simlar properties locally. Al'l sales are thoroughly
anal yzed for conparison purposes. The stabilized retail sales
per square foot for the 2000 report ranged from $65. 00 to $180. 00
and the prices per square foot ranged from $5.06 to $44. 34.
Stabilized retail sales per square foot ranged from $80.00 to
$240. 00 and prices per square foot ranged from $5.06 to $50.00 in
the 2002 report. The properties sold from 1996 to 2003. The
data indicates that the retail sales multiplier over tine does
not seemto change. This multiplier is used when applied to the
store's current stabilized retail sales. This provides for a
reasonabl e conpari son between the subject and other properties.

Kelly, in addressing several of the concerns of the intervenors
and the board of review, clearly details in his report that the
typical unit of conparison is the total price per square foot of
buil ding, including land. Also, Kelly states in his report that
because of I|ocational differences he has analyzed the retail
sales per square foot for each of the properties, since the
subject's value as a departnent store is based upon the anount of
retail sales it can generate. These stores are checked for the
business viability as a retail store, and are conpared to the
subj ect . Concerning the business value of a property, in a
national chain store the nerchandise offered has m ninal
difference fromlocation to location. Thus, the retail sales per
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square foot are nore of a factor of a store's location and its
performance as a large retail department store, no matter whom
the retailer is, whether it is J.C Penney, Sears, Carson Pirie
Scott or Marshall Field. |If a store has an unsuccessful product
line the analyst will look to sales generated by other nore
successful anchor stores. |In so doing, the appraiser established
a constant wunit of conparison. In this case, that unit of
conpari son, as appropriately stated by Kelly, is the retail sales
mul tiplier. In his reports, Kelly only used sales of large
single tenant departnent stores. Accordingly, the factors of
retail sales per square foot renmined relatively constant, from
0.18 to 0.24 or fromO0.18 to 0. 25.

The retail sales multipliers ranged from 0.06 to 0.25 in year
2000 and from 0.06 to 0.24 in year 2002. This neans that stores
are selling in a range of 0.06 to 0.24 or in a range of 0.06 to
0.25 of the store's stabilized retail sales. Kelly chose an
indicated retail sales nultiplier for the subject of 0.18 for
both appraisal reports. Kelly derived a value, using the retai
sales multiplier, for the subject of $18.90 per square foot for
the tax year 2002. In his 2000 appraisal, Kelly used a figure of
sal es of $115.00 per square foot and an indicated value for the
subj ect of $20.70 per square foot. Kelly used a final figure of
$20. 00 per square foot of building, including land, for both
apprai sal reports. The REAC report opines a final value for the
subject, via the sales conparison approach, of $38,860,000 for
each year. The final reconciliation for subject property's
market value in fee sinple estate is $39, 000,000 for each year.

Hatfield s report uses sales of office buildings in the Loop area
for conparison purposes. Each sale is different in use and
design from the subject. H s conparable sales are used for
comercial office purposes and contain substantially snaller
floor plates. Again, the PTAB finds the use of such sales
results in conclusions of value that are unpersuasive in
attenpting to determine the subject property's nmarket value in
fee sinple estate for either year 2001 or 2002.

Al so, as noted previously, the Enright report uses an assunption
that the subject's highest and best use is as a shell structure

with adaptive reuse. Enright also uses sales of nmulti-tenant
office buildings in the Loop, not single-tenant retail departnent
stores like the subject. The Board finds such an attenpt at

conparison is speculative. The PTAB finds that the analysis and
conclusion of value reached in the sales conparison approach by
both Enright and Hatfield to be of little weight.

Fromreyer Report's limted nmethodol ogy consists of only one page.

It merely gives a list of 16 sales purported to be simlar to the
subject with no explanation or analysis offered when conparing
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these properties to a tw mllion square foot, free-standing,
single-tenant, retail departnent store. However, no w tness was
present to give testinony or be cross-exam ned. Therefore, PTAB
further finds that the board of reviews sales conparison
approach, from its 1998 report on the subject property and
acconpanyi ng anal ysis, to be of no weight.

The PTAB finds the analysis of the conparable sales contained in
the sales conparison approach to value performed by the
appellant's appraiser is superior to that developed by both
intervenors' appraisers and the board of review s appraiser.
Simlarly, the PTAB finds that the analysis contained in the
incone capitalization approach to value perforned by the
appellant's appraiser is superior to that developed by both
i ntervenors' appraisers and the board of review s appraiser.
Lastly, the PTAB further finds that the analysis contained in the
cost approach to value perforned by the appellant's appraiser is
superior to that devel oped by the CBOE s appraiser and the board
of review s appraiser.

In conclusion, the PTAB finds that the taxpayer and its w tnesses
were nore credible and nore persuasive than the other parties’
wi t nesses and their evidence. After considering all the evidence
and testinony presented, the Property Tax Appeal Board finds the
subj ect property had a market val ue of $39,000, 000, as of January
1, 2000, January 1, 2001, and January 1, 2002. Since market
val ue has been determ ned the 38% | evel of assessnent for class
5A property wunder the Cook County Real Property Assessnent
Cassification Odinance shall apply. 86 Ill.Adm n. Code
1910. 50(c) (3). Accordingly, a reduction is warranted for al
three years.
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This is a final adm nistrative decision of the Property Tax Appeal
Board which is subject to reviewin the Crcuit Court or Appellate
Court under the provisions of the Adm nistrative Review Law (735

ILCS 5/3-101 et seq.) and section 16-195 of the Property Tax Code.

L o

Chai r man
Member Menber
Member Menber
DI SSENTI NG

CERTI FI CATI ON

As Clerk of the Illinois Property Tax Appeal Board and the keeper of
the Records thereof, | do hereby certify that the foregoing is a
true, full and conplete Final Admnistrative Decision of the

[I'linois Property Tax Appeal Board issued this date in the above
entitled appeal, now of record in this said office.

Date: April 1, 2008

. Cutrllon:

Clerk of the Property Tax Appeal Board

| MPORTANT NOTI CE

Section 16-185 of the Property Tax Code provides in part:
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"If the Property Tax Appeal Board renders a decision |owering the
assessnent of a particular parcel after the deadline for filing
conplaints with the Board of Review or after adjournment of the
session of the Board of Review at which assessnents for the
subsequent year are being considered, the taxpayer may, within 30
days after the date of witten notice of the Property Tax Appeal
Board’' s deci sion, appeal the assessment for the subsequent year
directly to the Property Tax Appeal Board."

In order to conply with the above provision, YOU MJST FILE A
PETI TION AND EVI DENCE W TH THE PROPERTY TAX APPEAL BOARD W THI N
30 DAYS OF THE DATE OF THE ENCLOSED DECI SION | N ORDER TO APPEAL
THE ASSESSMENT OF THE PROPERTY FOR THE SUBSEQUENT YEAR

Based upon the issuance of a |owered assessnent by the Property
Tax Appeal Board, the refund of paid property taxes is the
responsibility of vyour County Treasurer. Please contact that
office with any questions you may have regarding the refund of
pai d property taxes.
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