PROPERTY TAX APPEAL BOARD S DECI SI ON

APPELLANT: Candl ewood Hot el
DOCKET NO.: 01-22392.001-C-3
PARCEL NO.: 12-16-315-023-0000

The parties of record before the Property Tax Appeal Board are
Candl ewood Hotel, the appellant, by attorney Patrick C. Doody, of
Golan & Christie, Chicago; the Cook County Board of Review by
Assistant State's Attorney Aaron Bilton; and School District No.
81, the intervenor, by attorney Matthew G Holnes of Storino,
Ranel | o & Durkin of Rosenont.

For hearing purposes, this appeal was consolidated with Property
Tax Appeal Docket Nos. 02-21132.001-C-3 and 03-22082.001-C 3.
The intervenor in this appeal will only be allowed to participate
in those matters pertaining to the 2001 appeal. Any i ntervenor
argunents will only be considered by the Board as applicable for
the date at issue, or January 1, 2001.

The subject property consists of a rectangular shaped 88, 339

square foot par cel inmproved with a seven-story masonry
constructed, extended stay, limted-service hotel containing
90,349 square feet of building area with a 1.98:1 land to
buil ding ratio. The inprovenent was constructed in 1999 and

contains 160 guest roons, a laundry room a vending area and an
office. The subject is located in Leyden Townshi p, Cook County.

As a prelimnary matter, the board of review nmade a notion to
exclude from evidence the appellant's appraisal based on a
deci sion of The Property Tax Appeal Board in Docket No. 99-25370-
C-3, The Lurie Conpany. Counsel argued that the Board rul ed that

(Conti nued on Next Page)

Based on the facts and exhibits presented, the Property Tax
Appeal Board hereby finds a reduction in the assessnment of the
property as established by the Cook County Board of Review is
warranted. The correct assessed valuation of the property is:

LAND: $ 1, 254, 000
IMPR : $ 190, 000
TOTAL: $ 1, 444,000

Subject only to the State nultiplier as applicable.

Final admnistrative decisions of the Property Tax Appeal Board
are subject to review in the Grcuit Court or Appellate Court
under the provisions of the Admnistrative Review Law (735 |ILCS
5/3-101 et seq.) and section 16-195 of the Property Tax Code.
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an appraisal outside of the triennial assessnment period is
irrel evant.

In the Lurie case at the hearing, the board of review attenpted
to submt two appraisals submtted to the board of review by The
Lurie Conpany for the year 2000. This Board held that these
apprai sals were inadm ssible because the tine to file evidence
had | ong since been closed and that such evidence would unfairly
prejudice the appellant's case. Furthernore, this Board held
that such evidence may constitute rebuttal evidence specifically
prohibited by the Oficial Rules of the Property Tax Appeal
Board, 8§1910.66(b) wherein the rule states:

Rebuttal evidence shall not consist of new evidence
such as an appraisal or newy discovered conparable
properties. A party to the appeal shall be precluded
from submtting its own case in chief in the guise of
rebuttal evidence. 86 Il1.Adm Code 1910. 66(b)

The Property Tax Appeal Board finds that the board of review
m sconstrues the findings in the Lurie case. Accordingly, the
Property Tax Appeal Board denies the notion.

The appell ant, through counsel, appeared before the Property Tax
Appeal Board arguing that the fair market value of the subject
was not accurately reflected in its assessed val ue. I n support
of the market value argunent, the appellant submtted a summary
report of a conplete appraisal with a valuation date of January
1, 2000 (Appellant's Exhibit No. 1) and the testinony of its
aut hor, Joseph M Ryan. M. Ryan is a State of |Illinois
certified general real estate appraiser with a Mnber of the
Apprai sal Institute (MAI) designation. After an exam nation of
M. Ryan's appraisal experience, he was tendered and accepted as
an expert Ww tness.

M. Ryan testified that he conpleted a full interior and exterior
i nspection of the subject on April 24, 2001. Although M. Ryan's
report had an effective date of January 1, 2000, he opined that
the subject's value would be nore or less the sane as of January
1, 2001, 2002 and 2003. He described the subject as being
| ocated in an area of m xed commercial and industrial properties
which is not a prinme hospitality market. The prime hospitality
area, in his opinion, is north of O Hare Airport whereas the
subject is south of O Hare. Further, in the w tness' opinion

the extended-stay narket in the Chicago area was over-built
during the 1990s causing a negative inpact on the subject's

mar ket val ue. The subject is considered within a sub-nmarket
described by M. Ryan as the lower tier of the extended stay
mar ket . He based this classification on sources such as Bear

Stearns & Co., Smth Travel Research and Coopers & Lybrand L.L.P.
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M. Ryan testified the subject was appraised as a fee sinple
estate; appears to conform to current zoning laws; and its
effective age is one-year with a remaining economc life of
thirty-nine years. After an analysis of the four sequential
tests of highest and best use, it was the appraiser's testinony,
the subject's highest and best use as vacant woul d be devel opnent
for hospitality use and its highest and best use as inproved is
conti nued use as an extended-stay hotel buil ding.

To estimate a total market value of $3,800,000 for the subject,
the appraiser enployed the hypothetical condition that the
subj ect had been open for twelve nonths prior to January 1, 2000.

In the appraisal and in testinony, the wtness indicated, based
on Steven Rushnore's analysis in the book Hotels and Mtels: A
Quide to Market Analysis, Invest Analysis and Valuations, the
long start up periods, from one to four years for |odging
facilities, hostelry investors are advised to financially carry
the property until profits are produced. This viewpoint, he
suggested, bears out the view that the subject's construction
costs are not indicative of its value and a cost approach was not
of significance in the subject's estimte of market value.
Further, he testified that a typical buyer in this market does
not base an investnent decision on a cost approach but relies
principally on potential inconme with sone enphasis on conparabl e
sal es.

In the appraisal's summary of the subject's history it was noted
that the subject's recorded land sale price in June 1998 was
$3, 300,000 or $37.36 per square foot of |and area. M. Ryan
i ndi cated that according to ownership, the building project cost
was $8,903,916, or $84.71 per square foot, which included
furniture fixtures and equi prent (FF&E) as well as other costs.

Al though M. Ryan did not utilize the cost approach, he prepared
an estimate of the subject's |and val ue through an exam nation of
the sales of five wvacant properties purchased for hotel
devel opnent . The appraiser selected parcels in simlar market
areas to the subject. The parcels range in size from 51,219 to
191, 664 square feet in land area with zoning conparable to the
subj ect's zoning. The sale conparables sold from March 1997 to
April 2000 for prices ranging from $615, 000 to $3, 225,000, or
from $7.30 to $29.84 per square foot of Iland area. After
adjustnents to the conparables for narket conditions, |ocation
size, wutility/zoning, tine of sale, and other pertinent itens,
M. Ryan estinmated $32.50 per square foot as a unit of value for
the subject land, resulting in an estimated |and value of
$2, 870, 000 rounded.

Appel l ant's counsel inquired of the witness why a party woul d pay

nore for land than the appraiser's opinion of its worth. Ryan

testified that his client, the appellant, indicated the |and was
3 of 11



Docket No. 01-22392.001-C 3

purchased at its asking price in order to quickly construct a
hotel and have presence in the market.

As the bases for his inconme approach to value, the appraiser
relied on the 1999 edition of Trends in the Hotel Industry
(TRENDS 2000), for the nation and the north central market,
Korpacz, First Quarter 2000 Edition as well as other sources and
hi s experi ence.

From his sources, the apprai ser devel oped $65.00 as the subject's
average daily room rate, which resulted in potential gross room
revenues of $3,796,000 for the subject. He then applied an
average occupancy rate of 70% to arrive at an estimted
$2, 657,200, or 94.66% of total revenue, as the effective gross
room revenue for the subject. In the main, other inconme was
stabilized by applying industry standard percentages resulting in
a potential gross incone (PA) of $2,822,200. Expenses based on
i ndustry standards were stabilized at $1, 749,765, or 62% of the
PA . The deduction of the stabilized expenses from the PG
resulted in an estinmated net operating incone of $1,072,435 for
the subject. The witness testified that other refinements to the
i ncone stream of $330,650 representing return of and return on
personalty and $71,932 as anortized start-up costs were deduct ed,
resulting in $669,853 as an adjusted stabilized net operating
income (NO) for the subject.

M. Ryan used both the market extraction and the nortgage equity
techniques to develop an overall capitalization rate for the
subject. Sources such as the Korpacz Real Estate |Investor Study,
a thorough analysis of market activity and his experience led to
his conclusion of 10.50% as an overall capitalization rate for
the subject. M. Ryan then calculated an effective tax rate of
6.80% which he added to the overall capitalization rate. The
total capitalization rate of 17.30% was then applied to the
subject's NO. The appraiser's estimte of value for the subject
via the inconme approach was $3, 870, 000.

M. Ryan testified that he had the opportunity to exam ne the
subject's operating statenents subsequent to preparing the 2000
apprai sal and found the subject had not achieved the results
projected in his report. He testified that the events
surrounding the Septenber 11, 2001 terrorist attacks had a
prof oundly negative inpact on all aspects of the hospitality and
airline industries. Peopl e traveled |ess, hotel occupancy fell
as did roomrates.

In the sal es conparison approach, M. Ryan testified he exam ned
the sales of four hotel properties in the subject's general area,
two of which are south of the airport. The other two are | ocated
nort hwest of the airport. Cont ai ni ng between 102 and 197 guest
roons, the buildings ranged from 12 to 35 years old. The
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i mprovenments were situated on parcels ranging from 117,663 to
196, 020 square feet of |and area. These sales took place between
July 1997 and April 2000 for prices ranging from $2,224,500 to
$4, 050, 000, or from $13,325 to $32,843 per guest room i ncl uding
| and.

The appraiser adjusted the sales conparables for conditions of
sale, market conditions, |ocation, age, condition, occupancy and
services offered along wth other unique characteristics
i ndi vidual to the conparables. The appraiser testified that from
this information he selected a unit of value for the subject of
$22, 500 per guest roomthus his estimte of value for the subject
using the sal es conparison approach, as of January 1, 2000, was
$3, 600, 000, rounded. The appraiser testified the sane nmarket
factors existed in 2001.

M. Ryan testified as nmarket participants place nore weight on
the income approach in his reconciliation of the nethods used to
estimate a market value for the subject, the income approach was
given nore weight and less reliance was placed on the sales
conpari son approach. His final opinion of value for the subject
was $3, 800,000, as of January 1, 2000. He further testified that
his value as of January 1, 2001 would not be significantly
di fferent.

M. Ryan was questioned by the hearing officer regarding the
extensive discussion in the appraisal about Real Estate
I nvestnment Trusts (REITs.) M. Ryan responded that the m ssion
of REITs is to invest in properties and/or build new properties

to generate a return which is in turn paid to sharehol ders. In
the witness' opinion, REITs overpay for properties because of the
high notivation to pay a return to sharehol ders. As the

appellant is part of a REIT, it is the appraiser's opinion that
the appellant over-paid for the subject |and because of the

mandate to invest and return. The witness testified that his
client, the appellant, paid the advertised asking price for the
|and which is unusual. The wtness' <client indicated its

notivation was to acquire the property, build a hotel and
generate a return on the investnent.

The intervenor's attorney deferred his cross-exam nation
privilege to attorney Ares Dalianis. The Board allowed M.
Dalianis to conduct the M. Ryan's cross-exam nation. The

appel l ant of fered no objection.

During cross-exam nation, M. Ryan was questioned extensively
regardi ng the subject's project costs versus his estinmate of the
subject's market value. M. Ryan agreed that while the purchase
of a property for the asking price was not typical it was also
not unique. He also agreed that during the tinme period from 2000
to 2002 REITs were the buyers in the market for properties such
as the subject.
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Next, the w tness was questioned in detail regarding the sales
utilized, his sources, and adjustnents nmade to the sales. He
answered the inquiries exhibiting know edge and understandi ng of
the hotel market.

M. Ryan also was cross-exam ned regarding the extent of his
reliance and understanding of the Korpacz Investor Survey. The
wi tness acknow edged that based on his experience sone
information from the Korpacz report was nodified to conply with
the requirements of the subject property. M. Ryan was
t hor oughly cross-exam ned about each line-itemin his stabilized
operating statenent for the subject; and the nethodol ogies
utilized to determne a final estimated value through the incone
appr oach. M. Ryan responded to the questions with confidence
and an awareness of the financial conplexities of properties such
as the subject.

The board of review submtted the "Board of Review Notes on
Appeal " wherein the subject's final assessnent of $3,997,554 was
di scl osed. This assessnent reflects a fair market value of
$10, 519,879 when the Cook County Real Property Assessnent
Ordi nance | evel of assessnents of 38%for C ass 5a property, such
as the subject, is applied.

In support of its assessnent, the board offered an appraisal
report prepared by Hugh MacKi nnon of the Cook County Assessor's
Ofice (Board of Review Exhibit No 1.) The report indicates M.
MacKi nnon is a Certified Illinois Assessing Oficer (CAQ) M.
MacKi nnon was not present at the hearing to testify regarding his
credentials, appraisal nethodologies, and the validity of the

data contained in the appraisal. The appraiser indicated in the
report he inspected the subject, no dates were noted, and it was
appraised as a fee sinple estate. The description of the

subject's history indicated the subject began operating in
Novenber 1999. M. MacKinnon cites the appellant's appraisal as
the source for the information that the subject's building costs
were $8,903,916 and public records as the source for the
subject's land cost of $3,300, 000. M. MacKi nnon's opinion of
the subject's highest and best use as vacant and inproved agrees
with the appellant’'s appraiser's opinion.

To estimate a value for the subject of $11,000,000 as of January
1, 2001, M. MacKinnon enpl oyed the inconme approach and the sal es
conpari son approach to value. The author did not develop a cost
approach or an estimate of value for the subject's |and.

The initial approach utilized by the appraiser was the incone

approach to val ue. The appraiser reported that after review ng

the market the subject should command $110.00 per night with an

average occupancy rate of 65.00% or $4,175, 600. | ncome from

guest services was estimated at $167,024 and other incone at
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$41, 756, resulting in an estimated gross income (EG) of
$4,384,380. To ascertain a NO the apprai ser deducted $1,972,971
for operating expenses; $131,531 for nmanagenent fees; $175,375
for franchise fees; $136,000 for return of personalty; and
$78,200 for return on personalty, resulting in a NJO of
$1,890,303. The next step in this process was the determ nation
of a capitalization rate. Using the nortgage-equity nethod, the
apprai ser determned 10.38% as a capitalization rate. The
apprai ser then added 6.93% as an effective tax rate, resulting in
total capitalization rate of 17.31% After application of the
capitalization rate to the NO, the appraiser's opinion of value
through the incone approach was $10,900,000, rounded, as of
January 1, 2001.

Wen developing the sales conparison approach to value, the
author used four sales located in Chicago, Schaunburg and Elk
G ove Village. The sal es conparables contain from 108 to 255
roons and range from one to thirty-one years old. The report
does not discl ose whet her these sal es conparables are in the sanme
extended-stay market as the subject. These sales took place from
Sept ember 1997 to April 2000 for prices ranging from $9, 460, 000
to $21, 630,000, or from $60,098 to $89, 380 per guest room From
the foregoing sales data, the appraiser estimted a market val ue
for the subject of $70,000 per guest room or $11, 200, 000,
rounded, as of January 1, 2001.

After reconciliation M. ©MucKinnon's final estimate of value for
the subject is $11,000,000 as of January 1, 2001. Based on the
foregoi ng, counsel for the board of review requested confirmation
of the current assessnment.

Appearing before the Property Tax Appeal Board on behalf of the
intervenor was its attorney arguing the fair market val ue of the
subject is reflected by the current assessnent. The intervenor
adopt ed the Cook County Board of Review s evidence as its own.

Appel l ant's counsel concluded by arguing that the appellant has
borne its burden of proof showng that the subject is over-
val ued. Additionally, that based on M. Ryan's appraisal and
testinmony the subject's value should not exceed $3,800,000 as of
January 1, 2001.

In summation, the board of review s counsel argued the purchase
price of the subject parcel is a fact placed in evidence.
Further, he argued that the roughly $8.9 mllion cost to build
the subject inprovenent is also a fact placed in evidence during
this proceeding. He argued that these facts are the only
credi bl e evidence of the subject's fair market value as of the
date at issue. Counsel requested that the current assessnent as
of January 1, 2001 be confirnmed by the Property Tax Appeal Board.
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After hearing the testinmony 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 determnation of the
subject’s market value as of January 1, 2001 for ad val oremtax
pur poses.

Wen market value is the basis of the appeal, the value of the
subject property nust be proved by a preponderance of the

evi dence. W nnebago County Board of Review v. Property Tax
Appeal Board, 313 [IIl.App.3d 179, 728 N E 2d 1256 (2"9 Dist.
2000) . Proof of market value may consist of an appraisal, a

recent armis length sale of the subject property, recent sal es of
conparable properties, or recent construction costs of the
subj ect property. (86 IIl.Adm Code 81910.65(c)). Havi ng
considered the evidence and testinony presented, the Board
concludes that the appellant has satisfied this burden.

Initially, the Property Tax Appeal Board finds that the evidence
and testinmony in this appeal established that the subject's
recorded land sale price in June 1998 was $3, 300,000 or $37.36
per square foot of land area. According to testinony the |and
purchase was at the asking price due to the appellant's desire to
build a hotel on that particular parcel in order to have a
presence in the nmarket. Ryan's testinony indicated that a
purchase at an asking price is not typical but when questioned
further the appraiser admtted while not typical this type of
purchase is not unusual. The Board finds that the subject's |and
purchase was not under any unusual duress thus appears to fulfill
the conditions of an armis length sale. Therefore, the Property
Tax Appeal Board finds that the subject's land sale for a price
of $3,300,000 is the best indicator of fair market value as of
January 1, 2001 in the record.

The board of reviews counsel argued that the roughly $8.9
mllion cost to build the subject inprovenent is the preem nent
fact placed in evidence during this proceeding. The Board finds
this argunent inaccurate and unconvincing. The board of review
presented no substantive evidence to support counsel's argunent.
However, the Board does find it problematic that neither of the
apprai sers devel oped a cost approach for a structure that was
conpl eted and opened in Novenber 1999, just fourteen nonths prior
to the date at issue. M. Ryan's testinony and appraisal
indicate that ownership supplied him with the building cost;
however M. Ryan did not give any details of how the building
costs were determned. Further, the Board finds that the record
indicates that M. MKinnon sinply restated that figure wthout
verification. |In fact, there is no evidence in this record that
M. Ryan or M. MKinnon independently verified what conprised
the subject's building cost or whether the figure provided by
ownership was true and correct.
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Next, the Board finds the content of the board of review s and
intervenor's presentation unpersuasive. Nei ther the board of
review nor the intervenor presented a wtness to testify
regarding credentials, appraisal nethodologies, and the validity
of the data contained in the report. Further, the appraiser was
not present at the hearing to undergo neaningful cross-

exam nati on. Rat her, the board of review sinply presented an
appraisal report to stand as its evidence and the intervenor
adopted it. The Board, therefore, places dimnished weight on

the board of review s and the intervenor's evidence.

The Property Tax Appeal Board places the nost weight on the

appellant's appraisal, wth supporting testinmony from Joseph
Ryan. The appellant's appraisal was a thorough report giving
details and foundation for the estimtes of value for the
subj ect . Under scrupul ous cross-examnation M. Ryan credibly

expl ai ned the sources and the nethodol ogi es enployed to estinmate
a value for the subject and his answers to all questions were
succi nct . Therefore, after considering all the evidence and
testinony the appellant has nmet the burden of proving the fair
mar ket value of the subject by a preponderance of the evidence
and the Board finds that the subject had a fair nmarket val ue of
$3,800,000 as of January 1, 2001. Further, the Property Tax
Appeal Board finds that the Cook County Real Property
Classification Odinance | evel of assessnments of 38%for O ass 5A
property such as the subject shall apply to the fair market val ue
as found within and a reduction is warranted.
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This is a final adm nistrative decision of the Property Tax Appeal
Board are subject to reviewin the Crcuit Court or Appellate Court
under the provisions of the Adm nistrative Review Law (735 I LCS

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

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

Date: Septenber 28, 2007

@ﬁmﬂ&@

Clerk of the Property Tax Appeal Board

| MPORTANT NOTI CE
Section 16-185 of the Property Tax Code provides in part:

"If the Property Tax Appeal Board renders a decision |owering the
assessnent of a particular parcel after the deadline for filing
complaints with the Board of Review or after adjournnment of the
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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 assessnment 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 WTH 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 your County Treasurer. Please contact that
office with any questions you may have regarding the refund of
pai d property taxes.
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