PROPERTY TAX APPEAL BOARD S DECI SI ON

APPELLANT: The Lurie Conpany

DOCKET NOCS. : 00-24524.001-C 3; 01-25795.001-C 3;
02-28826. 001- C- 3, consol i dated

PARCEL NO.: 17-09-419-001-0000

The parties of record before the Property Tax Appeal Board
(hereinafter PTAB or the Board) are The Lurie Conpany, the
appel l ant, by Attorneys Patrick C. Doody and Liat Misler of the
law firm of CGolan & Christie, in Chicago; the Cook County Board
of Review (hereinafter the board of review or the board) by
Assistant State's Attorney Ralph Prioetti of the Cook County
State's Attorney's Ofice; and the intervenors, the Chicago Board
of Education (CBCE) by Attorney Ares G Dalianis of the law firm
of Franczek Sullivan, P.C, in Chicago, and the Cty of Chicago
(GCty), by Attorneys Kory Atkinson and Richard Danaher of the
Cor poration Counsel's Ofice.

The subject property consists of a 70-year-old, 41-story, nulti-
tenant, comercial office building, |ocated in the Chicago Loop
Central Business District (CBD) on LaSalle Street. The common
address is 221 North LaSalle Street. The inprovenent contains
520, 450 square feet of gross building area of which approxi mately
395,122 square feet is rentable area. The subject sits on a
parcel of |and containing approxinmately 21,000 square feet.

The appellant, through its attorneys, appeared before the PTAB
and argued that the nmarket value of the subject was not
accurately reflected in its assessed value. The appellant argues
that, based upon its correct nmarket value, the subject is over
assessed.

The appellant's attorney, in his opening statenment, noted that
the appellant's evidence contained two appraisals; one has an
opi nion of market value of $15,500,000 and one has an opinion of
mar ket val ue of $16,150,000. The appellant requested reductions
in the subject's assessnment based upon market value findings

(Continued 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: see page 23
I MPR . see page 23
TOTAL: see page 23

Subject only to the State nultiplier as applicable.

PTAB/ gy
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consistent with their appraisals for all three years. The
board's attorney requested that the current assessnent figures
for each of the three years in question be upheld. The

i ntervenors requested that the subject's assessnent be based upon
a market value of $28,000,000, or, in the alternative, that the
subject's assessnments remain unchanged for each of the three
years.

In support of its market value argunment, the appellant submtted
two appraisals and two appraisal witnesses to testify in support
of their appraisals. The appellant’s first w tness was appraiser
Ant hony J. Uzemack, owner of Appraisal Systens of Park R dge,
[111nois. M. Uzemack is the author of one of the appraisal
reports entered into evidence. He is a Menber of the Appraisal
Institute (MAI) and a Certified General Real Estate Appraiser for
the State of [Illinois. The PTAB accepted M. Uzenack's
gqualifications as an expert in the field of real estate
appr ai sal .

Uzemack testified that he had prepared a conplete appraisal
report in summary format on the subject property wth an
effective date of January 1, 2000. He had estimated the market
val ue of the subject to be $15,500,000 as of the 2000 assessnent
date. The appraiser personally inspected the property on August
7, 2001. The appraiser classified the property as a Cass C
property, which is reflective of its age. The subject contains
approxi mately 140 tenants with an average rental space of 2,800
square feet. Due to the |arge nunber of tenants, the appraiser
testified, the building is subject to a |large percent of tenant
turnover. Upkeep is always an issue, Uzemack opi ned.

Uzemack further testified that the subject underwent some
renovation in 1998, but not a mmjor renovation. However, since
its age was 70 years, this Cass C building suffered from an
inefficient design <consisting of a small narrow building
configuration and stairs, elevators and conmon areas that occupy
| arge anobunts of the floor plate areas. All of this contributes
to the building's obsol escence, due to inefficiency and wasted

space, the wtness testified. The witness testified that the
hi ghest and best wuse of the subject, as if inproved, is its
current use as an office building. The effective age of the

property was given by the age-life method. The actual age is 70
years and the effective age is 40 years. The renmining economc
life is 15 years. The w tness concluded that the building has an
accrued depreciation of 72%

The appraiser testified that he considered all three approaches
to value in his report and decided that the sales conparison
approach and the incone capitalization approach were the two best
i ndi cators of val ue. Based upon the testinony that the subject
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is a 70-year-old property, the witness did not develop a cost
appr oach.

In his estimate of market value using the incone approach, the
apprai ser analyzed rental properties to estimate the subject's
market rent. The witness determ ned the subject's nmarket renta
at $20.00 gross per square foot. The suggested conparables
ranged in occupancy rates at the tinme of sale from 60% to 92%
The subject was 98% occupi ed as of the appraisal date of January
1, 2000. The witness used a 10% al | owance factor for vacancy and
col l ection |oss.

Utilizing the appraiser's unit rental of $20.00 gross per square
foot for the subject property, when nultiplied by the subject's
rentabl e area of 395,122 square feet, the appraiser arrived at a

potential gross income of $7,902,440. Previously nentioned
vacancy and coll ection |osses, at 10% reduced this figure to an
income of $7,112,196. Additional income resulted in the

ef fective gross inconme of $7,913, 196.

Uzemack opined operating expenses for the subject of $5,118, 000
based wupon an analysis of the Building Owmers and Managers
Association (BOVA) studies and wutilizing the subject's own
operating history and other simlar Dbuildings' operating
hi stori es. Net operating incone (NO) before real estate taxes
for the subject was estimated at $2,795,196, or $7.07 per square
foot. Applying an overall cap rate (OAR) of 18.30% the w tness
opined an estimte of value for the subject of $15, 300, 000,
rounded, via the incone approach.

Next, the witness testified as to his estimate of value for the
subj ect using the sales conparison approach. Uzemack testified
that he utilized six suggested sales conparables. Al'l sales
occurred during the period from January 1996 to Decenber 1998,
what the witness ternmed a "very active nmarket period."” Each was
a Class C office building and is located within one mle of the
subject in the Central Business District. Si zes range from
140,708 to 452,617 square feet and sales prices ranged from
$6, 000, 000 to $22,757,000 or from $29.13 to $60.00 per square
foot of net rentable building area, including | and. Seven of the
ei ght sales ranged from $15.41 to $29.51 per square foot of net
rentabl e building area, including Iand. Ages range from 72 to
104 years. Specifically, the witness testified that he did not
use the property at 33 North LaSalle Street as a conparable.
This property sold in what could not be determ ned as an arnis-
| ength transaction, the witness testified.

The appraiser testified that he made adjustnents to the sales

conpar abl e properties based upon various differences from these

properties when conpared to the subject. Those differences

i ncl uded | ocation, building size and design, age and occupancy
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factors. Uzemack val ued the subject between $35.00 to $40.00
per square foot of net rentable building area, including |and,
and reached a val ue estimte of $13,830,000 to $15,800,000. This
figure was reconciled to $15, 500, 000.

After reconciling the approaches to value, the wi tness opined a
market value for the subject at $15,500,000 as of January 1,
2000.

Uzemack was then cross-exam ned by the attorney representing the
i ntervenor, Chicago Board of Education. During this cross-

exam nation, the wtness was questioned on several subjects.

When questioned about the retail space in the first floor of the
subject, which was not nentioned in the appraisal report, the
W tness responded that all the retailers pay rent and nentioned
the rental anobunts. The witness was also questioned on his
apprai sal report's lack of inclusion of additional inconme from 85
par ki ng spaces; the w tness responded that these spaces generated
approxi mately $140,000 annually. Regarding the use of a 90%
occupancy figure for the subject, while the building actually had
98% occupancy, the witness testified that his finding was based
upon the market dat a.

The witness was questioned on the use of his sales conparables,
which he obtained from the CoStar Conps (COWS) service, a
nati onal service. The witness was directed, through the use of
exhibits, to the various discrepancies that existed between his
appraisal report and the data provided by the COWS service.
Di screpancies were noted in sales prices, CAP rates, and vacancy
rates.

Turning to the incone approach, the witness was questioned on his
use of a direct capitalization rate and other various data in his
i ncone approach analysis. Expenses were questioned as were
vacancy rates used for the subject. The appraiser selected rates
of expenses of $5.04 per square foot for general operating
expenses, or $1,948,000, and an expense of $2.69 per square foot,
or $1,040,000 for general and adm nistrative expenses for the
subj ect property. Tenant inprovenents were listed at $270, 000
and owner's expenses at $723,000. Total expenses for the subject
were given at $13.25 per square foot, or $5,118,000, for the
subj ect property. The witness was questioned on the rel ationship
of these expenses to the subject when conpared to simlar
properties or to BOVA rates and the variations between his
findings and the BOVA rates. The wtness' responses were
reasonabl e and supportive of his findings.

Next, the wi tness was cross-exam ned on his conclusion of a CAP

rate and the subject's Net Operating Incone (NJ). The w tness

was questioned if, in the present case, since he subtracted

tenant inprovenents (Tl) and |easing conm ssions (LC) prior to
4 of 27



Docket Nos. 00- 24524. 001-C-3; 01-25795.001-C 3;
02-28826. 001- C- 3, consol i dat ed.

capitalization was he aware if TI's and LC s had been included in
the various other properties' NO, prior to capitalization. This
questioning centered on the w tnesses previous testinony in a
matter involving 311 South Wacker Drive, Chicago. |In that case,
the witness testified that TI's and LC s are not included in the
CAP rate. The intervenor's attorney attenpted to draw a parall el
between this property and the subject property in relation to the
vari ous expense deductions and their subsequent cal cul ati ons.

On redirect, the witness detailed sonme of the discrepancies found
bet ween t he exhi bits provided by the intervenor, Chicago Board of
Education, and the reporting data provided by the witness. Al so,
the witness gave testinony regarding the property at 311 Wicker
as to why Tl's and LC s were not deducted prior to capitalizing

the NO. In his previous testinmony, in a different case, on the
311 Wacker property, the wtness enployed different nethodol ogy
since the property was a dass A nmuch newer, institutional

i nvestor grade property, unlike the subject, a Cass C property,
a conpletely different property.

Al so, regarding a vacancy rate discrepancy on his conparabl es,
the witness testified that as to the property at 105 W Adans,
Chi cago, wherein the two largest tenants were Ceneral Services
Adm nistration (GSA) and Bank of Anerica, these tenants were
anticipating noving out of the property. Therefore the property
was not valued as to its inconme "given the pending high vacancy."
The witness al so expl ained ot her discrepancies such as pro-forma
versus actual CAP rates, the intended user of in-house Lurie
reporting of income and expense and the use of the Korpacz
I nvestor Survey (Korpacz). The in-house Lurie reporting data has
no relation to Korpacz or any ot her outside reporting system the
wi tness testified. Rather, the witness testified it was nerely
reporting data to keep track of tenants and rent rolls.

Finally, the witness was questioned as to why he did not use in
his appraisal report the sale relative to the property at 33
North LaSalle Street. The witness testified that sale involved a
$3 mllion dollar credit to the buyer, and, therefore, could not
be considered an arm's length transaction. At the conclusion of
the redirect, the wtness was excused.

The appellant's next wi tness was Joseph M Ryan, president of the
LaSal | e Appraisal G oup. M. Ryan, also a MAI and Certified
CGeneral Real Estate Appraiser was accepted by the PTAB as an
expert in his field. The witness also prepared a Sunmary Report
of a Conplete Appraisal for 221 North LaSalle Street, the subject

property.

The witness inspected the property on several occasions. On June

5, 2001 the subject was inspected by Thomas W G ogan of the

LaSall e Appraisal Goup, a State of Illinois Certified Genera
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Real Estate Appraiser. The effective date of the report was
January 1, 2000. The witness testified that his conclusion of
the subject's market value would not be significantly different
for the subsequent years 2001 and 2002.

The witness testified that he was very famliar with the subject
and it was, no doubt, a Cass C building. The witness testified
that the subject had undergone sone deferred nai ntenance, but did
not experience either a major renovation or rehabilitation. The
typical tenant in the subject is a snmall professional firm which
occupi es a space of approximately 2,800 square feet. The highest
and best use is as a continued office building, the wtness
opi ned.

The witness devel oped three approaches to value for the subject
property. Usi ng the cost approach the w tness devel oped a | and
val ue. Conmparable |and sales occurred from January 1997 to
Sept enber 1999 and ranged in size from 9,400 to 60,000 square
feet and had unit prices that ranged from $100 to $600 per square
foot. The appraiser selected a value of $300 per square foot for
the subject, resulting in a |and val ue of $6, 300, 000.

Repl acement cost new for the subject inprovenent was valued at

$71, 000, 000. The estinmates used by the witness were $113.74 per

square foot of gross building area, or $59, 238,863, based upon
520, 827 square feet (note: this figure is 377 square feet |arger

than the previously reported square footage). A 20% profit and
indirect costs of $11,847,773 resulted in a total figure of

$71, 086,636 for the subject. Depreciation was estimted at 86%
or $61, 134, 507, resulting in a depreciated cost new of

$9, 952, 129. After adding back the land value the estinate of

value for the subject via the cost approach was $16, 300, 000,

rounded.

The witness al so devel oped the sal es conpari son approach for the
subj ect property. The appraiser cited four sales of conparables
properties in the CBD. The suggested conparables ranged in size
from 106,741 to 452,617 square feet and in sales prices from
$3, 150,000 to $22,757,000 or from $29.51 to $50.28 per square
foot. Ages range from 69 to 86 years and sales occurred during
the period from Decenber 1997 to July 2000. Nunmbers of stories
of the conparable buildings range from 14 to 41 stories; the

subject is a 41-story building. The witness testified that he
confirnmed the sales information with at |east one party to each
of the transactions. He did not rely solely on the public

records or COWPS because sonetinmes there were errors in that data
versus what the parties to the transaction know to be factual.
The conparables were adjusted to utilize them in fee sinple.
QG her adjustnents were nmade for |ocation, nmarket conditions,
si ze, age and other factors.
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The witness testified that fee sinple takes into account the
market rent as of January 1, 2000, the effective date of the
report. The wi tness opined how an adjustnment was made for Tl's
and LC s. The appraisal states that the | eases signed at narket
rents dictates that the LC s and the TIl's are to be paid for by
the owners in order to "accommodate" a new tenant. The facts are
that fee sinple assunes that the space is leased to new, as
opposed to existing, tenants. Therefore, the owner nust expend
dollars to pay for both LCs and Tl's. (See appraisal of Joseph
M Ryan, at page 69).

Al so, properties sold subject to leases utilize "leased fee"
interests that are not the sane as "fee sinple" interests. Thus,
for ad valorem tax purposes, the fee sinple value and the fee
sinple overall capitalization rate (OAR) and the | eased fee val ue
and the leased fee OAR could be quite different. Thus, all the
| eases at the tinme of sale nust be valued at market rents.
Accordingly, the appraiser nust approach the market value for the
subject at market rents for new tenants, the witness testified.
Therefore, the figure utilized for TI's and LC s nust utilize the
fee sinple valuation. The nethod to approach valuation in an ad
val orem apprai sal considers all rents at market rent. This wll
result in a higher amount for TI's and LC s when valuing fee
si npl e. (See appraisal of Joseph M Ryan at page 65-69). The
W tness explained his use of fee sinple as it differentiated from
a |leased fee and why a fee sinple approach is appropriate. The
Wi tness testified:

"Leased fee takes into account old |eases, new |ease
and, you know, oftentines buildings are purchased on
anticipated rent increases, that kind of thing." "Fee
sinple takes into consideration what the market rent was
as of January 1, 2000. In our report, we adjusted for
tenant inprovenments and |easing comi ssions. But
mar ket s change. As markets go down, sonetinmes you can
have high face rents that would have to be adjusted
downward to get the fee sinple value because narket
conditions have changed. Vacanci es increased, new
construction, things of that nature." "Transversely, if
the rents were |aggi ng and the market was increasing and
you had rents that were | ower than nmarket for the actual
rent, they should be adjusted to January 1, 2000." "So
that's the scope of the work. That's what the |aw
requires is the fee sinple value as of January 1, 2000,
in this instance, but as of the lien date for the
appraisal."” (From Transcript of Proceedings before the
Property Tax Appeal Board taken on June 12, 2006, The
Lurie Conpany Vv. GCook County Board of Review, PTAB
Docket Nos. 00-24524.001-C- 3, et.al. at pages 151-152).
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Based upon this information, the wtness opined a value of
$16, 150, 000 for the subject property.

Next, the witness was directed to his incone approach. In his
apprai sal, he included the subject's rent roll for areas of 1,000
square feet or nore. These |eases were adjusted to account for a
market rental estimate. Al |eases were on a gross basis, with
the landlord paying all expenses. Leases ranged from $9.71 to
$37.88 per square foot on sizes that ranged from 1,053 to 12, 750
square feet, with an average of $22.59 per square foot. Thi s
figure included the first floor retail tenants. The apprai ser
searched the market to find appropriate rentals to conpare to the
subj ect.

Six rental conparables were provided in the CBD. Adj ust nent s
were made to determne market rents. The witness testified that
market rents for office space were at $22.00 per square foot and
$35. 00 per square foot for retail space. Applying this to the
subj ect at 380,969 square feet of office space gave a potential
incone of $8,381,318, which when added to the retail space of
13,490 square feet, which potentially would generate incone of
$472,150, and resulted in a total potential rental incone of
$8,853,468. TlI's and LC s of $4.00 and $0.75 per square foot,
respectively, totaling $1, 873, 680, were subtracted. The
resulting potential gross rental incone is $6,979,788. Wen the
apprai ser added the figures for storage space inconme ($38,480)
and parking garage rental incone ($120,000) and rooftop incone
($44,238), the resulting potential gross income arrived at is
$7, 182, 506.

The apprai ser explained his use of deductions for TlI's and LC s.
In order to arrive at a fee sinple narket val ue these val ues nust
be deducted, he testified. The witness further explained that the
owner, who nust expend capital to attract tenants, nust make
these TI's in order to nake the avail able space suitable for the
incomng tenant. Since the noney to fund these inprovenents nust
come from sonewhere, it is appropriate to take these as necessary
deducti ons. The witness testified that the Institute of Real
Estate is very specific that this is the correct nmethod to use
TI's and LC s when using direct capitalization, which the wtness
testified he used.

The apprai ser used a figure of 11.5% for vacancy and coll ecti on,
or $825, 988. The effective gross income is $6,356,518. The
operati ng expenses of utilities, janitorial, repairs,
mai nt enance, insurance, and real estate taxes were deducted from
the effective gross incone, since the market rent was estinmted
for the subject utilizing a gross basis with the owner paying al
expenses. Total expenses of approximately $3,565,000 yielded a
NO of $2,790,000, rounded.
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In order to determine a direct CAP rate to apply to the NO, the
W tness used two approaches. Using two sources of information
Real Estate Research Corporation (RERC) and Korpacz Real Estate
Survey (Korpacz) disclosed CAP rates from8%to 10%for the first
quarter of 2000. The witness chose a rate of 10% at the high
end, because he testified that RERC and Korpacz usually deal with
Class A or B properties, while the subject is "definitely a C
buil ding”, he testified. The band of investnent technique
yielded a CAP rate of 10.5% The witness testified he used a CAP
rate for the subject of 10% and a tax load of 7.3% The final
value for the subject using the incone approach is $16, 130, 000,
rounded. The reconciled value for the subject, the wtness
testified, is $16, 150, 000.

On cross-exam nation, the witness was questioned regarding his
use of Korpacz. The witness was al so questioned as to which of
the three nmethods he used to determne NO, whether or not it was
before or after deductions for TlI's and LC's, since there are
three different nethods, according to Korpacz, to calculate NO.
The witness testified that he did not use the Korpacz nethod to
calculate NO, but rather only as one source for a CAP rate. The
W tness opined that this survey (Korpacz) is nore attuned to the
institutional -grade property investor. The witness did testify
that his calcul ations nost closely resenbl ed Korpacz nodel 3, if
he had used such a nmethod, which he testified he did not.

Nevert hel ess, the wtness was asked to perform sanple
calculations to realize the various changes in the subject's
mar ket val ue using the various Korpacz nethods. Each cal cul ation
yi el ded a hi gher market value for the subject than the appraiser
indicated in his report; however, the wtness testified that
these hypothetical would indicate a |eased fee value, not a fee
si npl e val ue.

When asked about his use of deducting Tl's and LC s in order to
arrive at NO, the wtness was questioned as to why in the
Korpacz market survey various institutional investors did not
anal yze their subject properties in a manner simlar to the
subj ect property in this case. The witness testified that none
of the investors were purchasing C ass C properties, such as the
subj ect .

O her questions on cross-exam nation centered on the various
properties the witness utilized in his three approaches to val ue,
or why he did not use various other properties as cited by the
exam ner. The witness answered all of the questions with concise
and | ogical answers. The wtness also answered questions on
depreciation and expense factors that were in keeping with his
apprai sal report in a clear manner.
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On re-direct, the witness explained that he did not use any of
the three Korpacz nodels in his analysis. Since he was
estimating the subject's fee sinple value as of January 1, 2000
and not a |leased fee value, he relied upon nethodol ogy used in
The Appraisal of Real Estate. The w tness opined that Korpacz is

intended for institutional investors for nostly dass A
buil dings, and that investors would not |ook to the subject, a
Class C property, as such an investnent. At this point, the
Wi tness was excused. At this tine, the appellant rested its

case-in-chi ef.

The board of review presented its "Board of Review Notes on
Appeal ." The board of review s assessed value for the subject is
$10, 369, 923, which translates into a market value of $27,289, 271
using the Cook County Real Property dassification O dinance
| evel of 38% for class 5a property for the year 2000; an assessed
val ue of $9, 880,002, or $26,000,005 market value for the year
2001; and an assessed value of $9, 880,001, or $26, 000,003 narket
value for the year 2002. Also, the board submtted an apprai sal
review report disclosing a final market value for the subject of
$24, 200, 000 for each of the three years.

The board subnmitted the Cook County Real Property Assessnent
G assification Ordinance. Said ordinance provides an assessnent
| evel of 38% for Class 5a property. The board also submtted
case law, In re: Application of Rosewell v. US. Steel Corp., 106
[11. 2d 311, 478 N E 2d 343 (1985) and In re: Application of
County Treasurer v. Twin Manors West of Mrton G ove Condom nium

Associ ation, 175 I1Ill. App. 3d 564, 529 N E 2d 1104 (1st D st.
1988) . No brief or any explanation as to each case’s rel evance
to the present appeal was submtted.

Al so, the board submitted two reports. The first report is
entitled The Illinois Ratio Study for Commercial and Industrial

Properties: Review and Recommendati ons, by Robert J. d oudemans
and Alan S. Dornfest [hereinafter, the "Dornfest report"]. The
"Dornfest report”" reviewed and evaluated the procedures and
nmet hodol ogy used by the Illinois Departnment of Revenue in its
annual sales ratio studies. The second report is entitled |IAAO
Techni cal Assi stance Project-Review of the Assessnent/ Sales Ratio
Study Program for the Illinois Departnent of Revenue, by Rol and
Ehm [ hereinafter, the "I AAO report"]. The purpose of the "I AAO
report” was to ascertain conpliance with | AAO standards and offer
reconmendati ons for inprovenent.

Eric C Donnelly, an Illinois State Certified General Real Estate

Appr ai ser, authored the appraisal review report of the Uzenmack

(Apprai sal Systens) appellant appraisal. The Donnelly report was

dated January 22, 2002. The author of the board' s appraisal

review report was not tendered as a witness to provide testinony

and be cross-exam ned about his report. Neverthel ess, to fully
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understand the board of reviews argunent, the PTAB finds it
necessary to summari ze the board's review appraisal.

The appraisal report describes the subject property as a 41-
story, masonry, comercial office building, situated on a |and
parcel l|located at the intersection of LaSalle Street and Wacker
Drive. The report states that the inprovenent contains
approxi mately 395,122 square feet of net rentable area. The
buil ding has not undergone a major renovation, but rather,
peri odi ¢ mai ntenance. The report |isted the subject as in good
condi ti on. The author of the board's report stated that the
Uzemack apprai sal required val ue nodifications.

The review report exam nes the Uzemack appraisal's approaches to
value for the subject. VWhile the reviewer considers nost of the
Uzemack appraisal "acceptable" and "good", the review appraiser
felt it necessary to re-develop the incone approach and the sales
conpari son approach. The review report wuses sales of six
properties suggested as conparable with dates of sales that range
fromApril 1998 to July 2001. Net rentable areas range in size
from 231,825 to 827,500 square feet and the sales prices range
from $56.21 to $83.53 per square foot of net rentable area. The
review report opined a figure of $63.00 per square foot and a fee
sinple market value, via the sales conparable approach, of
$24, 200, 000.

Turning to the income approach, the board' s report uses |eases
from seven properties suggested as conparable to the subject.
Rents ranged from $15.75 to $30.76 per square foot of net
rentabl e area on | ease sizes that ranged from 289, 000 to 600, 000
square feet. A market rent of $21.00 per square foot was opined
for the subject, or $8,297,562 in projected net incone. Q her
incone was estinmated at $801,000 and total potential income was
$9,098,562. A figure of 10% was given for vacancy and coll ection
| osses, yielding an effective gross incone of $8, 268, 806.
Qperating expenses (general operating, nanagenent, utilities,
adm ni strative, non-operating, reserves for replacenent) of
$4, 025,074 and insurance of $57,000 were then subtracted | eaving
a NO of $4, 186, 732. When applied to the CAP rate chosen of
17.30% for the subject the reviewer opined a value of
$24, 200, 000, rounded, via the inconme approach. A final estimate
of value was given as $24, 200,000 for each of the three years.
The board did not call any w tnesses.

At the next stage of the proceedings, intervenor, the Chicago
Board of Education (CBOE), called its wtness, Kevin A Byrnes.
M. Byrnes is an Illinois Certified General Real Estate Appraiser
with the firm of Byrnes, Houlihan & Walsh, LLC The PTAB
accepted M. Byrnes as an expert in the field of real estate
appr ai sal .

11 of 27



Docket Nos. 00- 24524. 001-C-3; 01-25795.001-C 3;
02-28826. 001- C- 3, consol i dat ed.

The witness prepared a self-contained report of a conplete
appraisal for the CBCE The scope of the assignnent was to
apprai se the subject in fee sinple as of January 1, 2000. M.
Byrnes conducted a limted personal inspection of the subject
property. The w tness opined an esti mate of market value for the
subj ect of $28, 000,000, as of the date in question.

The witness classified the building as a Class B property. The
witness made this determ nation based upon the rental range of
the property, the anenities, and that the building is a fully

renovated property, in his opinion. The witness utilized the
sal es conpari son approach and the incone approaches to value in
his appraisal report. Al so, the appraiser included a | and val ue

in his report.

In his land value analysis, the witness testified that he used
si x | and conparable sales. Four of the six sales were on \Wacker
Drive. Sizes of the land conparables ranged from 21,000 to
64,030 square feet and sales prices ranged from $300.78 to
$875.66 per square foot of land. Sales dates ranged from April
1998 to February 2001. The witness used a |and val ue of $450.00
per square foot for the subject's land site, and a total |and
val ue of $9, 250, 000, rounded.

Next, the witness was directed to his opinion of value using the
sal es conparison approach. The witness used sales data from
seven properties suggested as conparable to the subject. Sal es
dates ranged from June 1997 to July 2000 and the ages of the
properties ranged from23 to 84 years of age. Sizes of buil dings
range from 232,698 to 1,069, 317 square feet. Sales prices ranged
from$42. 47 to $107.54 per square foot. The appraiser determn ned
a price per square foot for the subject of $74.00 for a final

opi ni on of value of $29, 200,000, as of January 1, 2000.

Lastly, the witness was directed to his valuation opinion using
the inconme approach. The witness identified 17 C ass B buil di ngs
in the downtown market, as well as four "asking rental”
conpar abl es. The wtness explained that the subject had a
turnover of 32 new leases in 1999, a date just before the
val uati on date. Leases were analyzed on a gross rent per square
foot anal ysis. Lease dates ranged from April 1998 to August
2000. Leased areas ranged from 1,800 to 101,675 square feet on
existing |leases and from 350 to 185,500 square feet on "asking
rental" areas. G oss rents per square foot ranged from$17.88 to
$26.37 on existing leases and from $20.00 to $28.40 on asking
| ease rates. Adjustnments were nade for tinme, resulting in an
average of $21.94 per square foot. An opinion of $22.00 per
square foot for the subject property was provided. The potenti al
gross rent of $8,381, 318 was given for the subject's office space
and an additional $472,150 for the subject's retail space for a
total potential gross rent of $8,853, 468.
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After subtracting 15% for vacancy and collection |osses and
addi ng $200,000 for mscellaneous inconme, the effective gross
income for the subject is $7,725,000, the witness testified. The
wi tness then subtracted for six categories of expenses (cleaning;
repair and mai ntenance; utilities; roads, grounds and security;
adm ni strative and nanagenent costs; and insurance) using BOVA as
a guideline for these expenses. The witness did not deduct for
TI's in arriving at NJO. The witness opined that in certain
i nstances such a deduction would not create a proper conparison
for those properties that do not utilize a simlar methodol ogy.

After subtracting for the six itens of expenses, the stabilized
net incone before real estate taxes totaled $4, 630, 000. Next ,
the wtness developed an overall capitalization rate and
concluded an overall rate of 16.6% Applying this rate to the
subject's NO resulted in an opinion of value for the subject of
$27, 925,000, as of January 1, 2000, via the incone approach.

After giving primary consideration to the inconme approach and
consi derabl e consideration to the sales conparison approach, the
witness opined a final nmarket value estimate for the subject of
$28, 000, 000, as of January 1, 2000. The witness also testified
that, in his opinion, the market value for the subject would not
be any | ess than $28, 000,000 for each of the years 2001 and 2002.

On cross-exam nation, the wtness was asked about hi s
qualifications as a CRA, or a Certified Review Appraiser, since
that is what his signature contains as a qualification on the
letter of transmttal. The witness testified that a CRA is a
person designated to undertake review reports of appraisals. The
witness also testified that his report was a conplete self-
contai ned appraisal report. Nevertheless, in spite of the
appraisal being a conplete self-contained report, the wtness
referred to the taxpayer's evidence to arrive at many of his
conclusions. The witness was al so questioned on his use of the
term"fully-renovated" when describing the subject property. The
wtness cited this information as comng from a Lurie Conpany

br ochure. However, the wtness testified he was not famliar
with the actual scope of the renovation itself, which occurred in
1998. Neverthel ess, the witness classified the building as a

Cl ass B buil ding, based upon its recent renovation.

Turning to the use of the appraiser's conparables, the wtness
was questioned on his use of several properties in his analysis.
Use of conparables in the CBD versus use of other conparabl es was
questioned, particularly his wuse of nmuch newer conparable
properties and several properties that were nuch different from
the subject in terns of size, location, larger floor plate sizes
and | ease classifications. Many of these buildings were newer
bui |l dings that had al so undergone renovations, which the w tness
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classified as Cass B properties. Most of the conparables were
built in the 1960's and 1970's. Mbreover, the sal es conparabl es
used were for |eased fee transactions, not fee sinple. After

answering all of the questions posed to him the wtness was
excused.

Next, the City of Chicago (CGty) presented a wtness that
prepared an appraisal report. As its witness, the City presented
Kenneth F. Polach, of the Polach Appraisal Goup, Inc. The
wi tness, an MAI, was accepted by the PTAB as an expert in the

field of real estate appraisal. The scope of the appraisal was
to prepare a market value appraisal for the subject property as
of January 1, 2001. The witness prepared a conplete sunmary

appraisal report as an estate in fee sinple. The w tness opined

a val ue of $25, 750,000 for the subject property as of the date of
t he appraisal.

Regarding his incone approach, the wtness estimated a nmarket
rental of $23.00 per square foot for office space and a rental of
$35.00 for retail rental space in the subject property, and a
$2.00 deduction for tenant inprovenents for either office or
retail space. After adding for mscellaneous income and
subtracting for vacancy and collection l|losses of 11.5% the
ef fective gross income was cal cul ated at $7, 658, 436. Operating
expenses of $3,490,962, not including TlI's or LCs, were
deducted. NO was estimated at $4, 167, 474.

Capitalization rates were applied to the NO figure to reach a
val ue concl usi on. The wi tness considered CAP rates on other
sales of simlar properties, surveys, and a band of investnent
appr oach. Sales indicated CAP rates from 9.5% to 12. 7% and the
band of investnment approach indicated a CAP rate of 9.5%
Surveys indicated a CAP rate of 8.6% to 9.4% The witness
selected a CAP rate for the subject of 9.5% Adding a tax | oad
of 6.58% gave a | oaded CAP rate of 16.08% The resulting market
val ue for the subject using the incone approach as of January 1,
2001, was $25, 920,000, the witness testified.

Turning to the sal es conparison approach, the witness identified
ei ght properties suggested as simlar to the subject. These
sales were considered simlar in terns of building size, age, and
| ocation. Sales took place between March 1998 and July 2001 and
bui |l di ng sizes ranged from 212,000 to 610,578 square feet. Sales
prices ranged from $11, 000,000 to $51, 000,000 or from $42.47 to
$83. 53 per square foot.

After considering all of the eight sales, the wtness put
enphasis on sale #8, |located at 205 West Wacker Drive, due to its
| ocati on. That property sold for a price of $75.92 per square
foot. Anot her property that was given special enphasis is 33

North LaSalle Street, sale #3, which sold for a price of $71.60
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per square foot. The wtness opined that the subject's val ue was
$65.00 per square foot of net rentable building area, or
$25, 640, 000, as of January 1, 2001. The witness considered both
the inconme approach and the sales conparison approach as good
i ndicators of value for the subject property and arrived at a
market value for the subject of $25,750,000, as of January 1,
2001.

Cr oss-exam nation of M. Polach followed. A nunber of facts were

called into question by appellant's counsel. The w tness was
asked why a building such as the subject mnmight have occupancy
levels in excess of the typical narket occupancy rates. The
W tness responded that anenities, |location, rents or Dbetter
mai nt enance could account for the occupancy rates higher than the
mar ket aver age. When asked how nmany properties the wtness

appraised in the CBD he stated four, but those appraisals were
done for purposes other than ad val orem property tax cases.

The witness was al so questioned on his use of conparables that
were single-tenant properties while the subject contained
approxi mately 140 tenants. The wi tness was further questioned on
his use of a nunber of conparables that were part of portfolio
sales. The witness testified that he did not recall the nature
of many of these portfolio sales and the specifics of the sales.
The witness was also directed to his use of a conparable at 33
North LaSalle Street. The w tness appeared uncertain on the
aspects of the ternms of the sale of that property. Al so called
into question was the use of |eased fee sales as conparable
sal es. Again, the wtness appeared uncertain. Lastly, the
witness testified further that he used three Cass C buildings
and five Class B buildings in his sales conparison approach. He
testified that the subject is a Cass B building. After cross-
exam nati on on these subjects, the witness was excused.

The | ast witness presented in the proceedings was Brian Aronson,
a review appraiser for the City. M. Aronson is the president of
Aronson and Associates, Ltd., a real estate appraisal firm The
witness is an MAI and a certified general real estate appraiser.
The wi tness was accepted as an expert in the field of real estate
apprai sal by the PTAB.

The purpose of the wtness testinopny was a review of the
appel l ant' s apprai sal by Joseph Ryan, the LaSalle Appraisal G oup
apprai sal report. The witness testified that as part of his
review report he inspected the subject property. The w tness
testified as to how he would properly derive NO for a property
such as the subject in order to determ ne market value. |In order
to determne value it is necessary to properly account for TI's,
LC s, and capital reserves, terned capital costs, the wtness
opi ned.
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The witness was directed by counsel to the Korpacz nethods for
determ ning NO. He relied upon the 12'" edition of The
Apprai sal of Real Estate by the Appraisal Institute. The w tness
testified that NO nethodol ogy for conparable properties nust be
verified with sources that are famliar with the individual
properties. The witness testified that he confirms all of his
conparable information to determine validity. The witness
testified that proper nethodology for a property such as the
subject is not to deduct capital costs prior to determ ning NJ,
or "above the |ine" expenses. Rather, they should be deducted as
"below the line" or after the calculation for NO is arrived

This woul d all ow such costs to come fromnet cash flow and not as
a deduction to NO. The wtness determned, in his opinion, that
the Ryan apprai sal used Korpacz nethod #3 to determ ne NO.

The witness was taken through several calculations for the
subject property's NO wusing the Korpacz nethod 2, which the
witness clained is the correct calculation for the subject's NJ,
which is to take the capital costs "below the line." Based upon
these assunptions, the market value for the subject would
increase. The witness also testified that the LaSalle appraisal
over estimated the expense on the property. The witness
concluded that the LaSalle appraisal inproperly determ nes the
nmet hodol ogy of the subject to calculate NO and understates the
subject's market value, based upon the incone capitalization
approach to val ue.

The witness also took issue wth the LaSalle appraisal's
determ nation of value via the cost approach. Land sal es that
shoul d have been used were excluded and depreciation figures were
incorrect, the witness testified. Using the Marshall Val uation
Service, the wtness stated that the ©property's correct
depreciation is 78% not 86% as given in the LaSalle report.
Based upon this information the w tness determned that the
LaSal | e report's cost approach was not reliable.

The wtness also testified that the sales approach was not

reliable. In one case, the wtness testified regarding the
conpar abl e property which included tenants GSA and the Bank of
Aeri ca. Based wupon their inpending departure from that

conparabl e property the LaSalle report should have considered
this an inferior conparable. Al so, the conparable at 33 North
LaSall e Street was not included in the sales conpari son approach,
nor was the property at 205 Wst Wcker Drive. These are
properties the witness testified should have been included in the
sal es conpari son approach. The witness also testified that the
LaSal | e appraiser's figure of $42.50 per square foot of building
area, including land, was not credible. In conclusion, the
wi tness determned that the LaSalle report was neither reliable
nor credible.
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Taxpayer's attorney cross-exam ned M. Aronson. The date of the
review report is Decenber 13, 2004 and an opinion of value is not
gi ven. The witness testified that he had appraised the subject
as of January 1, 2003 but could not recall his opinion of value.

The W t ness adm tted t hat sour ces of his i nformati on
differentiate buildings as to Cass A B or C "The El usive
Definition of NO and QAR', by John Francis, MAI, was a City
exhi bi t. From this article, it was elicited that it was

appropriate to deduct capital costs "above the line" when TI's
have lives shorter than the lives of the buildings in which these
i nprovenents take place. After this questioning, the w tness was
excused. At this point, the intervenors and the board of review
rested.

G osing statenents ensued. The board of review chose to nake an
oral statenent, while the remaining parties were given |eave to
nmake written subm ssions.

The board of reviews attorney's argued in closing that the
petitioner had not carried its burden of proof. The board
further argued that the evidence and testinony supports the
board' s assessnents.

A joint post-hearing witten closing argunent was presented to
the PTAB by the intervenors, Cty of Chicago and Chi cago Board of

Educat i on. The post-closing joint argunent by the intervenors
states that the appellant did not carry its burden of proof that
the subject is overval ued. The intervenors argue that their

evidence and testinony was nore credible than that of the
appel l ant. Based upon their argunment, the intervenors request an
assessnent based wupon a market value for the subject of
$28, 000,000, or, in the alternative, that the PTAB uphold the
current assessnent for the subject for the years in question.

The appellant, Lurie Conpany, argues for a reduction in the
subj ect's assessnent. The appellant cites to its tw appraisa
reports, by Uzemack and Ryan, opining a value of $15,500,000 and
$16, 150, 000, respectively, and the related testinmony of the two
aut hors as the nost persuasive and credible testinony given. The
appellant argue that its evidence and testinony allowed the
appellant to neet its burden of proof that the subject is over

assessed for all three years. Lurie further argues that the
board and the intervenors' evidence and testinony were not
credi bl e or persuasive. In closing, the appellant argues for an

assessnent based upon a narket value finding for the subject of
$16, 150, 000 for all three years.

After hearing the testinony and reviewng the record, the PTAB
finds that it has jurisdiction over the parties and the subject
matter of this appeal.
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The appell ant argues that the subject property's market value is
not accurately reflected in its assessed valuation. When
overval uation is clained the value of the property nmust be proved
by a preponderance of the evidence. See National City Bank of
Mchigan/lllinois v. Property Tax Appeal Board 331 I1Il.App.3d
1038 (3% Dist. 2002). Proof of market value may consist of an
appraisal, a recent arms length sale of the subject property,
recent sales of conparable properties, or recent construction
costs of the subject property. 86 IIl. Admn. Code 1910.65(c).
Havi ng consi dered the evidence and testinony presented, the Board
concludes that the appellant has satisfied this burden and a
reduction i s warranted.

In reaching its conclusion, the PTAB reviewed the record and the
testinony before it. Four appraisals were submtted; two by the
appellant and two by the intervenors. Two review reports were
subm tted; one on behalf of the board of review in its review of
the Uzemack appraisal and one by the City in its review of the

Ryan apprai sal . Testinony was given by two of the appellant's
Wi t nesses; both are authors of the appellant's appraisals: M.
Joseph Ryan and M. Anthony Uzenack. Three intervenors

wi t nesses al so provided testinmony: M. Kevin Byrnes, M. Kenneth
Pol ach and M. Brian Aronson. Byrnes and Pol ach were val uation
W tnesses and Aronson was a review witness. The board of review
did not present any witnesses or testinony on its review report
and provided no witnesses to support the current assessnment. The
appellant's apprai sal s reached concl usi ons of val ue of
$16, 150, 000 for the Joseph Ryan appraisal and $15, 500,000 for the
Ant hony Uzemack appraisal. The board's appraiser reached a
mar ket val ue conclusion for the subject property of $24,200, 000.
The Byrnes report reached a market value conclusion for the
subj ect of $28,000,000 and the Polach report reached a market
val ue concl usi on of $25, 750, 000.

The PTAB finds that the appellant has successfully carried its
burden that the subject is over assessed for all three years.
The Board further finds that the best evidence of market value in
the record is the appraisal and testinony provided by Joseph M
Ryan, MAlI, of the LaSalle Appraisal Goup. The Board gives |ess
wei ght to the Uzemack report because it contained several errors
in reporting and did not report sone sources of m scellaneous
i ncone. The Board gives no weight to the board of reviews
report prepared by Eric Donnelly, who did not appear, nor did any
party testify on behalf of the board of review. The Board gives
little weight to the Byrnes report as it relied upon several
properties not considered as conparable to the subject and
further that it relied upon BOVA expenses that were not
i ndi cative of the subject in its reporting data. The Board gives
little weight to the Polach report due to its inproper
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assunptions in reporting. The Board gives little weight to the
Aronson review report and finds the witness was not credible.

The intervenors' wtnesses' testinony and appraisal reports and
review reports contain several fatal flaws. First, these
W tnesses and reports attenpt to classify the subject property as
a Class B property and not as a Class C property. Second, these
Wi tnesses and their related reports nmake a concerted attenpt to
use Korpacz as the standard in the industry for reporting NO,
which it is not. Third, the intervenors and their wtnesses
incorrectly claimthat the only issue in this case is whether or
not deductions for TI and LC should be made "above the line" or
"bel ow the line." Rat her, the only issue in this case is the
subject's fee sinple market value for ad valorem tax purposes.
For all +these reasons, the CBOE and the Gty failed to
successfully establish that the subject is under assessed in
relation to its market value. The nost reliable and credible
conclusion of the subject's market value is the appraisal report
and the testinony provided by Joseph M Ryan, MNAl.

Therefore, the PTAB finds that the market value for the subject
property as of January 1, 2000 to be $16, 150, 000; for January 1,
2001 to be $16,150,000; and for January 1, 2002 to be
$16, 150, 000.

The intervenors' appraisers are not credible regarding their
claimthat the subject property is a Cass B property. Further
the intervenors' appraiser's credibility is called into question
by the claim that the building becane a C ass B property after
its renovation. The renovation was not major nor did it
el imnate any of the outdated design features of the subject. It
is unlikely to change a 70-year-old Class C property with small
floor plates and inefficient design to nove up in class by a
renovation, particularly a renovation the likes of which the
subj ect experi enced.

Directly on point, during cross-examnation of appellant's
apprai sal wtness Ryan, counsel referred to his appraisal report
for the building located at 120 South LaSalle Street. This is a
perfect exanple of a building that underwent a major renovation,

yet remained a Class C property. In that case, appellant Lurie
Conmpany expended $24 mllion dollars to perform a nmgjor
renovati on. That property was a 71-year-old, 23-story, office

building in the CBD. The property was alnost entirely vacated in
order to performthe renovation. This fact was expertly analyzed
in that case by Lurie's appraiser, Terrence MCormck, M,
wherein the conclusion was reached that, in spite of this ngjor
renovation, the building, due to its construction and design,
remained a Class C building. (See The Lurie Conpany v. The Cook
County Board of Review, 99-25370-C-3, affirnmed on appeal by the
I1linois Appellate Court, 1° Dist., Third Division, Case No. 1-
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05- 0849, May 10, 2006). In this case, the intervenors clai mthat
the subject property, which had not gone nearly as substantial a
renovation as the property referenced herein was transforned into
a Cass B property. This claimis without nerit.

The PTAB finds, that for purposes of this appeal, that the
subject is a Cass C building. The subject property, due to its
age, exhibits many of the followi ng characteristics that define
it as a Cass C building: a narrow building design features with
resulting small floor plates; commobn areas on each floor occupy a
| arge percentage of space; elevators and stairs that occupy prine
rental space, which in newer buildings are nore comonly
designated for rental space; and outdated nechanical systens.
Also, Cass C buildings are generally at the lower end of the
rental range. These buildings do not offer many anenities.
Cass C buildings are an older vintage, wusually built in the
first half of the 20'" century.

On the contrary, Cass A buildings are nore nodern, newer,
attractive properties that are designed wi th maxi num efficiency
in mnd. These are nost desirable properties. Floor plates are
reserved primarily for rental space. El evators, washroons and
conmon areas are set into areas that do not limt the rental
areas. Rents are at the high end of the range. Building systens
are nodern and neet the needs of the building wthout continual
upkeep and nmi ntenance. Modern interior finish is generally
exhibited in a building that is a Cass A structure. These
buil dings are able to attract |arger, nore established tenants.

In the mddle are Cass B buildings. Buildings in this category
have nore nodern design features than a Cass C building but are

not on par with Cass A buildings. Cenerally, they are of an
older vintage than Cass A buildings and newer than Cass C
bui | di ngs. While building systenms in a Cass B structure are

adequate they are not up to the level of a Class A system that
can account for nost future needs; maintenance and upkeep are
necessary. Interior finishes and trimare |ess nodern than C ass
A buildings and newer and nore nodern than older, Cdass C
bui | di ngs. Rents are usually in the md-range. These buil di ngs
attract a good tenant base but not tenants that would occupy a
Cass A building. Ages of these buildings nost often are up to
50 years of age, excluding the newer, nore nodern Cass A
bui | di ngs.

Also, in the subject property there is a large turnover of
tenants indicative of a Class C property that attracts |ess
desirabl e tenants. Average unit sizes are approximtely 2,800

square feet and that cannot attract mjor tenants wth good

credit histories and | ong range tenancies. The average tenant in

the subject remains at the site for an average of only three and

one-half vyears. New tenants demand inprovenents and capital
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expenditures in order to occupy office space. Mor eover, the
subject is in constant need of tenants and nust attract tenants.
Tenants are |less credit worthy. Therefore, based upon all of the
factors exhibited, the PTAB finds that the subject is a Cass C

property.

Next, the intervenors argunent that the Korpacz survey was
i nproperly used in Ryan's appraisal nethodol ogy and that the NO
in the Ryan appraisal was arrived at inproperly is not
persuasive. Ryan clearly articulated that he nmerely used Korpacz
as one reference in his devel opnent of the subject's CAP rate.

Furt her, he testified that the Korpacz survey is nost
appropriately used for the institutional grade investor for O ass
A, much newer than the subject, properties. In spite of this,

during cross-exam nation, the wtness was taken through various
calculations to exhibit that a property's NO would change based
upon whet her or not expenses were nade above or below the line.
Wile this is a seemngly obvious conclusion, the wtness was
taken through a nunber of |aborious calculations on cross-
exam nation to exhibit this point. Such an exercise added little
to the proceedings.

Al'so, intervenors claim that the only issue in this case is
whether or not TI's and LC s should be taken above or bel ow the
line for NO. Rather, the only issue in this case is the
subject's correct market value in fee sinple. Ryan properly

expl ai ned how he valued the property in a fee sinple interest,
not as a leased fee and not for an institutional investor grade
property. Ryan relied upon The Appraisal of Real Estate to
perform a proper nethodology for the subject's fee sinple
interest. This text is considered a standard in the industry and
is published by the Appraisal Institute, and is cited in
virtually every appraisal, including the intervenors' appraisals
for its definition of fee sinple interest, as follows:

"Absol ute ownership unencunbered by any other interest or

estate, subject only to the Ilimtations inposed by the
governnental powers of taxation, emnent domain, police
power, and escheat." The Appraisal of Real Estate, 12'M
edi tion.

This text, Ryan testified, states that if TI's are at market
rates and the owner expends cash for TlI's that he is not
recapturing, this expense should be deducted "above the |ine" and
shoul d be then capitalized to obtain the fee sinple value for the
property. That is the case with the subject property and that
was t he net hodol ogy perfornmed by the Ryan appraisal report.

The intervenors al so brought forth an article titled "The El usive
Definitions of NO and QAR," witten by John M Francis, MAI, in
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an effort to bolster their claimthat TI's nust be taken bel ow
the I|ine. However, it appears fromthis article that the Ryan
nmet hodology is clearly an appropriate nethod for valuing a
property such as the subject. The article cites:

"While the textbook refers to other valid
capitalizations of appropriate income figures to
capitalize, one can conclude that, based upon the
foregoing analysis and other things being equal
an appraiser's preferred [enphasis added] nethod
of calculating NO that is to be capitalized could
be stated: "net incone after consideration of al
fixed and vari abl e expenses (including stabilized
| easi ng conm ssions) and reserves for replacenents
(including stabilized allowances for t enant
I mprovenents) . In effect, this is nethod 3, or
NO 3" "One supposed justification for not
deducting allowances for tenant inprovenents and
| easi ng commi ssions fromincone before arriving at
NO is that, under accounting rules, their costs
usually have to be capitalized and therefore
should not be expensed. But this is an
oversinplification" [enphasis added] "Most
tenant inprovenents and | eases have lives shorter
than the lives of the buildings to which they
relate; therefore, stabilized allowances for their
being incurred again periodically should be
deducted fromincone before arriving at the NO to
be capitalized.” From John M Francis, MAl, "The
El usive Definitions of NO and OAR' at page 59.

Qoviously, in a building of this age and nunber of tenants, TI's
and LC s are a constant expense. Tenant turnover isS in a range
from 30-40 tenants per vyear, approxinmately. Based upon the
evi dence, the average tenant stays three and one-half years. In
spite of this factual information, the intervenors claimthat the
appellant's estimate of a five-year turnover average of tenants
IS excessive. The intervenors claim that ten years is nore
real istic. This is sinply not true and does not address the
continuing cycle of tenant inprovenents and |easing conmm ssions
undertaken by the owner of the subject property. It is for this
reason that expenses for these categories nust be considered
hi gher than average.

The Ryan report takes into account all of these factors rel evant
and pertinent to the subject property. He effectively explains
the property rights appraised and the nethodol ogy used to obtain
a fee sinple market val ue. He thoroughly inspected the subject
on a nunber of occasions and is very famliar with the subject.
The building and its anenities are clearly described in his
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report and he does not rely upon outside sources for the
subj ect's description. It is properly described as a COass C
of fice buil ding.

Joseph M Ryan developed three approaches in estinmating the
subject’s market value. Ryan personally inspected the property.
Ryan's appraisal report's letter of transmttal is dated June 8,
2001. Ryan utilized the three approaches to value in estimating
the subject's market value. The val ue estinmates under each of

the approaches to value were as follows: cost approach,
$16, 260, 000; sales conparison approach, $16,760,000; and the
i ncome approach, $16, 130, 000. After reconciling all three

approaches to value, the final market value for the subject was
determ ned to be $16, 150,000 as of January 1, 2000.

The cost approach for a building of this age is of limted val ue.
Built in circa 1930 the building suffers from a nunber of
out dated design features. Approximtely 24% of the property is
non-usable wasted space. The owners have installed sone
anenities in an effort to keep tenants from vacati ng the subject
to newer and nore nodern buil dings. Due to the age of the
building and its design, the cost approach is of limted use in
anal yzing the subject's nmarket value. Depreciation is very
difficult to determine for such a structure.

Ryan successfully devel oped an estinmate for the subject using the
sal es conpari son approach. The apprai ser used sal es conparabl es
of the sanme vintage as the subject and nade adjustnents
accordi ngly. Al conparable properties were Cass C buil dings.
The apprai ser explained his use of the fee sinple approach and
opined a value of $42.50 per square foot of building area,
i ncluding |and, or $16, 760, 000.

The use of the Ryan sal es conparable approach was discussed by

the intervenors' review appraiser. He suggested that 33 North
LaSalle Street and 205 West Wacker should have been used as
conpar abl e sal es. As a reasonable explanation, the wtness

testified that the 33 North LaSalle building's sales price did

not include the seller's continuing obligations after the sale of
the property. Furthernore 205 West Wacker is a nuch different
property from the subject and is substantially smaller than the
subject, which would explain its higher sales price per square
foot.

The PTAB further finds that the Ryan report is nore reliable than
the Uzemack report. The Uzemack report does not nention sources
of mscellaneous incone and retail space on the first floor.
Al so, he relied upon COWS service in support of his conparabl es,
whil e Ryan independently checked his sources wth at |east one
party to each transaction. Therefore, the PTAB finds that the
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Uzemack report is neither as persuasive nor reliable as the Ryan
report.

As previously stated, the board of reviews report nerely
critiques the Uzemack report. The author of the board' s report
was not presented as a witness to either explain his report or be
subj ect to neani ngful cross-exam nation. Mreover, the board did
not present any witness to substantiate the current assessnent
that it requests that the PTAB uphold for all three years in
questi on.

The two reports presented by the intervenors lack credibility.
These witnesses attenpted to convince the PTAB that the subject
was transforned into a Cass B building. As a result, they used
conparabl e properties that would indicate a higher value for the
subj ect. They also relied upon the 1998 subject renovation,
termng it a "fully-renovated" property. As previously
expl ained, not only was it not a "fully-renovated" property, but,
even assumng it had been the subject of a major renovation, that
would not transform this 70-year-old structure into a Cass B
buil ding. Moreover, the Polach report attenpts to use a 10-year-
period to explain |ease turnover, stating that the appellant's
use of a 5-year-period is not reasonable. In fact, the average
tenant turnover in this property is three and one-half years.
This, of course, has an inpact upon the building's expenses and
woul d i nproperly lead to a higher value for the subject.

The PTAB finds that the intervenors' review appraiser |acked
credibility. This witness was taken through a nunber of sanple
calculations to determne a property's NOA wusing a Korpacz
nmet hodol ogy that reflects nmethod 2. The review witness testified
that this was the correct nethod to determne NO for a CBD
property. However, Ryan admitted on cross-exam nation that if
asked to describe his nethodol ogy using Korpacz, it would nost
likely be nmethod 3. However, Ryan further testified that he did
not use Korpacz [enphasis added] to determine the subject's NO.
Furthernmore, this rebuttal wtness testified as to the John
Francis article, previously admtted as a Gty exhibit.
Neverthel ess, as previously explained, this article appears to
justify the Ryan nethod for determning NO. The review
apprai ser attenpts to use the Francis article very selectively.
Al so, the witness did not fairly represent the use of BOVA in his
conpari son to the subject property, a class C property. The PTAB
finds the review appraiser's testinony to be not credible.

In conclusion, the PTAB finds that the appellant's apprai sers and
W tnesses were nore credible than both the intervenors
apprai sals and witnesses and the board of review s appraisal and
evi dence. Further, the PTAB finds that the appellant net its
burden of proof by a preponderance of the evidence.
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Therefore, considering the evidence and the testinony presented,
the PTAB finds that the subject had a market value of $16, 150, 000
as of each of the 2000, 2001, and 2002 assessnent dates.
Furthernore, the PTAB finds that the Cook County Real Property
Cl assification Odinance of 38% for class 5a comrercial property,
such as the subject, shall apply. Applying the figure of 38%to
the subject property's narket value, the PTAB finds that the
correct assessed value of the subject property is $6,137,000 for
each of the three years at issue. Since the subject property's
current assessment for the year 2000 is $10, 369, 923, for the year
2001 is $9,880,002, and for the year 2002 is $9,880,001, a
reduction is warranted for all three years.

DOCKET NO. PARCEL NO. LAND | MPR TOTAL

00- 24524. 001- C-3 17-09-419-001 $3, 192, 000 $2, 945, 000 $6, 137, 000
01-25795. 001-C-3 17-09-419-001 $3, 192,000 $2, 945, 000 $6, 137, 000
02-28826. 001-C-3 17-09-419-001 $3, 192, 000 $2, 945, 000 $6, 137, 000

PTAB/ gy
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This is a final admnistrative decision of the Property Tax Appeal
Board which is subject to reviewin the CGrcuit 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.

L

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

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

Date: April 1, 2008

@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

26 of 27



Docket Nos. 00- 24524. 001-C-3; 01-25795.001-C 3;
02-28826. 001- C- 3, consol i dat ed.

conplaints with the Board of Review or after adjournnment 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 assessnment for the subsequent year
directly to the Property Tax Appeal Board."

In order to conply with the above provision, YOU MJUST FILE A
PETI TION AND EVI DENCE W TH THE PROPERTY TAX APPEAL BOARD W THI N
30 DAYS OF THE DATE OF THE ENCLCOSED DECI SION I 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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