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The parties of record before the Property Tax Appeal Board are 
Kraft Foods, Inc., the appellant, by attorney Patrick C. Doody, 
of the Law Offices of Patrick C. Doody, Chicago, Illinois; the 
Kane County Board of Review; and the intervenors, City of Aurora 
and West Aurora School District No. 129, by attorney Joshua S. 
Whitt of Whitt Law LLC, Aurora, Illinois.1

 
 

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

LAND: $1,899,560 
IMPR.: $11,412,440 
TOTAL: $13,312,000 

 
Subject only to the State multiplier as applicable. 
 

 
ANALYSIS 

 
The subject property is improved with a warehouse distribution 
industrial type building containing a total of 860,248 square 
feet of building area.  The building was constructed in 2003 and 
is approximately 4 years old.  The subject has 19,477 square feet 
or 2.3% of building area as office space and 840,771 square feet 
of warehouse/industrial area.  The building has exterior walls of 
painted concrete panels and glass; clear ceiling heights of 30 
feet; 93 exterior truck docks; 2 exterior trash compactor docks 
and 1 drive-in truck door.  The office area and 95,228 square 
feet of warehouse area are air conditioned.  The entire building 
is also equipped with a sprinkler system.  The property index 
number (PIN) under appeal has 2,160,822 square feet of land area 
or 49.61 acres resulting in a land to building ratio of 2.51:1.  
The property is located at 1700 North Edgelawn Drive, Aurora, 
Aurora Township, Kane County. 
                     
1 On March 30, 2010, the Kane County Board of Review was found to be in 
default due to the fact that it did not submit any evidence in support of its 
contention of the correct assessment of the subject property.  No 
representative from the Kane County Board of Review appeared at the hearing. 
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The appellant appeared before the Property Tax Appeal Board 
contesting the assessment of the subject property for the 2007 
tax year.  The subject property has a total assessment as 
established by the Kane County Board of Review of $13,679,281, 
which reflects a market value of $41,103,609 using the 2007 three 
year average median level of assessments for Kane County of 
33.28%.2

 
 

The appellant contends overvaluation as the basis of the appeal.  
In support of this argument the appellant submitted an appraisal 
of the subject property prepared by Terrence P. McCormick and 
John C. Wagner of McCormick & Wagner, LLC, estimating the subject 
property had a market value of $30,000,000 as of January 1, 2007.   
 
McCormick was called as a witness on behalf the appellant.  
McCormick is a co-owner of McCormick & Wagner, LLC.  The witness 
has the Member of the Appraisal Institute (MAI) designation from 
the Appraisal Institute and is licensed as a State Certified 
General Real Estate Appraiser with the State of Illinois.  
McCormick has been employed as a real estate appraiser for 32 
years and has appraised 25 to 30 properties that are similar to 
the subject property.  McCormick prepared a complete appraisal 
report in summary format of the subject property which was 
identified and marked as Appellant's Exhibit No. 1. 
 
McCormick inspected the interior and exterior of the subject 
property on June 12, 2008, taking photographs and measuring the 
building.  The purpose of the appraisal was to estimate the fair 
market value of the subject property and the property rights 
appraised were the fee simple interest.   
 
McCormick testified the subject property is located in Prime 
Business Park, an industrial park that was still being developed 
at the time of inspection.  The appraiser testified the subject 
property has a total of 49.61 acres indicating a land to building 
ratio of 2.51:1.  The appraiser testified there is an additional 
parcel located to the west of the subject property identified by 
PIN 15-07-227-005 that contains approximately 16.5 acres of land.  
This adjacent parcel is improved with asphalt paving and is 
operated by the tenant, Kraft Foods, for trailer storage and also 
has a retention pond.   
 
McCormick described the subject as a large, single-user warehouse 
distribution-type building constructed in 2003 with approximately 
860,000 square feet.  He testified 2.3% of the building is 
dedicated to office space and 11 percent of the space is climate 
controlled and used for some of the products that are stored in 
the property that require cooling and humidity control.   
 

                     
2 The appellant submitted a copy of the Kane County Board of Review Notice of 
Findings for PIN 15-07-227-001 dated March 10, 2008,indicating the subject 
property had a land assessment of $1,899,560, a building assessment of 
$11,779,721 and a total assessment of $13,679,281.  
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On page 11 of the appraisal McCormick provided a history of the 
subject property.  He explained the subject property is 
encumbered by a ten-year build-to-suit lease agreement signed 
March 22, 2002 that commenced March 8, 2003.  The original 
landlord was USAA Real Estate Limited Partnership (a/k/a US Real 
Estate Limited Partnership) and the tenant is Kraft Foods North 
America, Inc. (now Kraft Foods Global, Inc.).  Kraft has two ten-
year option periods.  McCormick stated the subject property was 
part of a three-property leased fee transaction that occurred in 
January 2006.  The seller was US Real Estate Limited Partnership 
and the buyer was Aurora Industrial Holding Company, LLC.  At the 
time of sale Kraft Foods Global, Inc. was a tenant in each 
building.  The total acquisition price was $125,100,000 with 
$62,858,000 or $73.07 per square foot of building area, including 
land, allocated to the subject property.  McCormick indicated 
within his report that the bulk transaction represented the 
transfer of the leased fee estate of the subject property and two 
other buildings, as created by the built-to-suit lease agreements 
with Kraft.  He further stated within the report that the leased 
fee interest takes into consideration such items as contract 
rent, an investor's rate of return, and an investor's assumption 
of the reversionary value at the end of the holding period.  
McCormick stated the subject's property rights being appraised 
are the fee simple estate; therefore, minimal weight was being 
placed on the transaction.  (Appellant's Exhibit No. 1, page 11.)  
The witness testified that it was indicated that the properties 
were not exposed to the open market before they were sold.   
 
The appraiser estimated the subject had an economic life of 60 
years and an effective age of 5 years even though it is only 4 
years old due to its large building size and single tenant use.  
The appraiser also concluded the highest and best use of the 
subject as improved would be the continuation of its current use 
as an industrial property.   
 
In arriving at the estimate of market value McCormick developed 
the three traditional approaches to value.  The first approach to 
value develop by McCormick was the cost approach.  The initial 
step under the cost approach was to estimate the value of the 
land using four land sales located in Aurora.  The land 
comparables ranged in size from 94,525 to 1,176,120 square feet 
of land area and sold from October 2005 to May 2007 for prices 
ranging from $647,496 to $2,285,000 or from $1.94 to $6.85 per 
square foot of land area.  The largest and oldest sale had the 
lowest price per square foot while the smallest and most recent 
sale had the highest price per square foot.  Based on these sales 
the appraiser estimated the subject land had a value of $2.00 per 
square foot of land area or $4,320,000, rounded.  McCormick 
testified there is sufficient land to support the size of the 
subject building based upon the improved comparable sales and the 
rental comparables.  He testified the subject has a land to 
building ratio of 2.51:1 which was equal to or greater than four 
of the five sale properties and equal to or better than the 
rental comparables. 
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The appraiser estimated the replacement cost new of the 
improvements using the Automated Marshall Valuation Service.  
McCormick estimated the warehouse distribution building had a 
reproduction cost new of $39,342,191 or $45.73 per square foot of 
building area.  He also estimated the site improvements of 
pavement, fencing and guard house had a cost new of $1,850,000.  
Adding these components resulted in a total reproduction cost new 
of $41,192,191.  Depreciation from all causes was estimated to be 
35% or 8.75% annually using the market extraction method, which 
he described as the preferred method when the comparables sales 
are similar to the subject property.  McCormick estimated the 
five comparable sales had annual rates of depreciation ranging 
from 3.5% to 33.7%.  He indicated within the report that 
typically this type of property experiences the highest average 
annual rate of depreciation during its early years, which was 
borne out in his analysis with the newest buildings being one 
year old having the highest annual rates of depreciation of 33.7% 
and 32.0%, respectively.  Deducting depreciation of $14,417,267 
resulted in a depreciated improvement value of $26,774,924.  
Adding the site value of $4,320,000 resulted in an estimated 
value under the cost approach of $31,094,924, which he rounded to 
$31,100,000. 
 
The next approach to value developed by McCormick was the income 
approach.  McCormick indicated on page 11 of his appraisal that 
the subject property was encumbered by a ten-year build-to-suit 
lease agreement that commenced on March 8, 2003.  The tenant, 
Kraft Foods Global, Inc., also has two ten-year option periods.  
The monthly rent for the period April 1, 2003 to March 31, 2008 
was $312,180, which equates to $4.35 per square foot on a triple 
net basis.  The monthly rent for the remainder of the base term 
from April 2008 to March 2013 is $343,398 or $4.79 per square 
foot on a triple net basis.  (Appellant's Exhibit No. 1, page 
11.) 
 
In estimating the market rent under the income approach the 
appraiser used seven comparable rentals located in Aurora, 
University Park, Bolingbrook and Joliet.  The comparables were 
improved with one-story warehouse buildings constructed from 1995 
to 2008.  The date of construction for rental comparable #6 was 
not disclosed.  Rental comparables #2, #4 and #7 were multi-
tenant buildings and the rest were composed of single user 
warehouse buildings.  These comparables had rental areas ranging 
in size from 147,818 to 475,000 square feet.  The buildings had 
ceiling heights ranging from 24 to 32 feet and four were 
described as having office areas that ranged in size from 1.3% to 
5.5% of building area.  Six comparables had land to building 
ratios that ranged from 1.91:1 to 2.60:1.  Comparables #1, #2, #3 
and #7 were available asking rents ranging from $3.55 to $4.35 
per square foot, triple net.  Comparables #4, #5 and #6 had rents 
ranging from $3.06 to $3.20 per square foot, triple net.  These 
comparables had leases that commenced from March 2005 to February 
2006 for 7 or 10 year terms.  Based on these comparables 
McCormick estimated the subject property would have a market rent 
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of $3.75 per square foot of building area, triple net, or a 
potential gross income of $3,225,930.   
 
McCormick testified the difference between his estimate of market 
rent and the subject's contract rent was that the actual lease 
was determined back in 2002 when the building was being 
constructed.  He explained it was a built-to-suit lease 
transaction for Kraft, built for their specific needs and 
requirements and built-to-suit lease transactions are more 
reliant on the cost as far as building and site than on market 
rent.  He stated that regardless of what the market rent may be, 
they need to satisfy the capital cost of developing a property.   
 
McCormick estimated vacancy and collection loss to be 10% or 
$322,593, which was deducted from the potential gross income 
resulting in an effective gross income of $2,903,337.  McCormick 
deducted 2% of effective gross income for reserves for 
replacement and 2% of effective gross income for a management fee 
to arrive at an estimated net income of $2,787,203.   
 
The capitalization rate was estimated using the band of 
investment method and extracting a rate from the market using the 
comparable sales in the sales comparison approach to value.  The 
band of investment method resulted in a capitalization rate of 
10.25%.  Using the comparable sales, the capitalization rates 
ranged from 7.8% to 9.9%.  McCormick determined the subject 
property would have an overall capitalization rate of 9.5%.  
Capitalizing the net income resulted in an estimated value under 
the income approach of $29,300,000, rounded.   
 
The final approach to value developed by the appraiser was the 
sales comparison approach.  In developing the sales comparison 
approach the appraiser selected five sales located in Aurora, 
Romeoville and Joliet.  Each comparable was described as a 
multiple-tenant warehouse distribution industrial building.  The 
buildings ranged in size from 315,799 to 652,056 square feet of 
building area.  Each comparable was a one-story building and they 
were constructed from 2000 to 2007 ranging in age from 
approximately 1 to 7 years old.  These properties had ceiling 
heights of 30 or 32 feet, office space ranging from 1.0% to 2.0% 
of building area and land to building ratios ranging from 1.77:1 
to 3.05:1.  These properties had from 37 to 140 exterior docks, 2 
to 4 drive-in-doors and each had a sprinkler system.  The sales 
occurred from June 2006 to December 2007 for prices ranging from 
$12,800,000 to $25,398,672 or from $35.00 to $47.14 per square 
foot of building area, including land.  The witness testified 
that comparable #2 was 40% leased at the time of sale while the 
others were vacant at the time of sale.  The sales were confirmed 
with the listing broker or, in one case, the seller.  After 
considering differences between the subject and the comparables, 
the appraiser was of the opinion the subject had an indicated 
value of $35.00 per square foot of building area, land included, 
or $30,100,000 rounded, under the sales comparison approach to 
value.   
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In reconciling the three approaches to value McCormick placed 
least weight on the cost approach, primary emphasis on the sales 
comparison approach and secondary consideration on the income 
capitalization approach.  The reconciled estimate of value was 
$30,000,000 as of January 1, 2007.  
 
Under cross-examination McCormick agreed that the appraisal was 
to provide a basis for an appeal of the assessment placed on the 
property.  The witness testified he made no hypothetical 
assumptions3 other than assuming the property is in like 
condition prior to the date of inspection and he made no 
extraordinary assumptions.4

 
   

McCormick testified the entire site plan was depicted on the 
diagram in the addendum with the document that has "Clayco" in 
the lower left corner and the building diagram was either on the 
page before or after.  He testified that the land site appraised 
was based on the tax ID number.  The appellant's appraiser also 
testified the building was measured by spot checking the building 
and he concluded a building size of 860,248 square feet.  The 
witness also agreed that the subject had site improvements such 
as 840,000 square feet of asphalt paving, 200,000 square feet of 
concrete payment, 6,000 linear feet of perimeter fencing and five 
water detention areas that total 420,000 square feet, as outlined 
on page 21 of the appraisal.  Adding the area for the asphalt 
pavement, concrete pavement, detention areas and the building 
size totaled approximately 2,320,000 square feet.  However, the 
site under appeal had 49.61 acres or approximately 2,160,000 
square feet.  McCormick testified the other site improvements are 
located on the additional PIN (15-07-227-005) that was not 
included in the appeal and he did not appraise this adjacent 
property.  He explained this was done because Aurora Township had 
included the other PIN (15-07-227-005) as vacant, but attributed 
the improvements on that PIN (15-07-227-005) to the PIN (15-07-
227-001) that was appraised.  He agreed that the property that he 
appraised was not big enough to hold the site improvements he 
appraised on it.  McCormick also testified that guard house was 
included in the appraisal even though not located on the parcel 
appraised.    
 
McCormick testified the subject property could be accessed off of 
Edgelawn Drive with some changes.  He was of the opinion that 
Edgelawn Drive was an improved truck route.   
 

                     
3 Hypothetical condition (emphasis added) is defined as that which is contrary 
to what exists but is supposed for the purposes of analysis.  Uniform 
Standards of Professional Appraisal Practice and Advisory Opinions, 2006 
Edition, The Appraisal Foundation, p. 3. 
4 Extraordinary Assumption (emphasis added) is defined as an assumption, 
directly related to a specific assignment, which, if found to be false, could 
alter the appraiser's opinions or conclusions.  Uniform Standards of 
Professional Appraisal Practice and Advisory Opinions, 2006 Edition, The 
Appraisal Foundation, p. 3. 
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The appellant's appraiser testified he had no contact with the 
prior owner of the subject property who constructed the property 
for Kraft.  He testified he determined the subject property was 
not advertised for sale based on talking with Greg Hay at Kraft 
and looking at the transfer declarations.  In reviewing the 
transfer declaration (PTAX-203) for 1700 North Edgelawn, line 7 
which asks, "Was the property advertised for sale or sold using a 
real estate agent?" the witness testified the box was checked 
yes.  He testified, however, the transfer declaration addendum 
(PTAX 203-A) stated the property was marketed for zero months.   
 
McCormick testified he estimated the subject's economic life to 
be 60 years, which he meant as the life that the improvements 
contribute value to the site.  He determined the effective age to 
be 5 years even though the subject building was 4 years old based 
on its single use design and large building size.  The remaining 
economic life was estimated to be 55 years.  Dividing the 
effective age by the economic life equaled 8%.   
 
The appraiser testified the subject property is typical of 
industrial buildings of the same vintage with the exception of 
its large size and single tenant design.  McCormick estimated the 
cost new using Marshall Valuation.  He testified that he had seen 
a figure of around $40,000,000, which he thought was in the 
lease, as what the building actually cost.  He testified the 
costs in Marshall Valuation Services include typical overhead, 
profit and some indirect costs, but it does not include 
entrepreneurial profit.  He testified you have to look at the 
market to see if the market is actually making an entrepreneurial 
incentive.   
 
McCormick was of the opinion there was entrepreneurial incentive 
associated with the lease that Kraft signed with the developer.  
He explained that there was a ten-year lease with two ten-year 
options, which allows the tenant to make the choice of whether or 
not to leave at the end of ten years.  As a result the developer 
has to recover most if not all of his costs in that ten year 
period because he is not sure what is going to happen. 
 
The witness stated that depreciation was determined using market 
extraction and that the properties he used had similar 
characteristics with the exception of building size and the 
single tenant design which he adjusted for.  He testified that as 
long as the properties are similar and you can estimate properly 
the reproduction cost and estimate properly the site value for 
each sale, this method of determining depreciation is not 
difficult to apply.  McCormick explained his comparable sale #2 
had the less depreciation because it was partially leased (40%) 
at the time of sale while the other comparables were vacant at 
the time of sale.  The appraiser also testified he estimated the 
land value for the comparables as of the date of sale, which was 
in his files not the appraisal.  He also testified that he used 
the Marshall Valuation Service to estimate the cost new of each 
comparable; the calculations were in his files but not in the 
appraisal.  The appraiser calculated the cost new of the five 
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comparables on a square foot basis to be approximately $55.10, 
$50.25, $50.00, $50.00 and $51.00, respectively.  The subject was 
estimated to have a cost new of approximately $48.00 per square 
foot of building area, including the site improvements.   
 
McCormick further testified under cross-examination that he 
estimated the projected net incomes of the comparable sales, 
which was depicted on page 54 of the appraisal when he calculated 
an overall capitalization rate. The five comparables sales had 
estimated rentals per square foot of building area of $4.25, 
$4.25, $4.00, $4.00 and $3.75, respectively.  He stated the 
subject was rented for $4.35 per square foot of building area and 
he estimated each comparable would rent for more than the subject 
on a per square foot basis.  He further explained each comparable 
had a lower estimated vacancy rate of 9% compared to the 
subject's vacancy rate of 10%. 
 
With respect to the subject's lease the witness testified that 
there was a small grace period at the beginning of the lease and 
a fixed rate for five years and then an escalation for the last 
five years of the ten-year lease.  He testified this was typical 
for rent to be associated with the cost in a build-to-suit 
situation. 
 
With respect to the sales used by McCormick all but one occurred 
after the January 1, 2007 valuation date.  The witness explained 
that he included sales of properties that were fee simple 
transactions; properties that were not leased so that he was not 
appraising a leased fee transfer of property rights.  The witness 
testified his sales #1, #3, and #4 were 100% vacant at the time 
of sale.  The witness also testified that sale #1 was located 9 
miles east of the subject, sale #2 was located 7½ miles east of 
the subject, sale #3 was located 25 miles from the subject 
property, sale #4 was located 30 miles from the subject property 
and comparable #5 was located 25 miles from the subject property.  
The witness stated comparable sales #3, #4 and #5 were not 
located in Kane County.   
 
McCormick was aware that the subject property sold in January 
2006 with a reported price of $62,858,000.  He further testified 
that the parties to the transaction indicated in answering 
question #8 on the PTAX 203-A [Illinois Real Estate Transfer 
Declaration Supplemental Form A] that the net consideration 
entered on line 13 of form PTAX-203 [Illinois Real Estate 
Transfer Declaration] was a fair reflection of the market value 
on the sale date.   
 
Under cross-examination McCormick agreed his sale and rental 
comparables were significantly smaller than the subject.  He 
further explained that the larger the size and a single tenant 
building the higher degree of risk.  He indicated this higher 
risk would also result in a higher capitalization rate in the 
income approach.  He further testified that all things being 
equal, the larger the size the lower the rent on a per square 
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foot basis.  The witness further stated that generally as size 
goes up, the unit price decreases. 
 
Under re-direct the witness testified there is little risk 
associated with a build-to-suit lease with a triple A tenant.  He 
further stated that cost of the total development is the major 
factor in determining rent.  He testified that most build-to-suit 
leases are written prior to the property being constructed and 
many times they have estimated costs. 
 
The witness further testified that if the property were offered 
for sale it would not be limited to Kane County but the 
geographical area would be the entire Chicago-land region. 
 
The intervenor called as its witness real estate appraiser James 
A. Gibbons.  Gibbons is vice-president of Gibbons & Sidhu, 
Limited, formerly known as Gibbons & Gibbons, Limited, a real 
estate appraisal firm.  Gibbons has been appraising property for 
30 years.  The witness has the MAI designation and is a licensed 
Certified General Real Estate Appraiser in the State of Illinois, 
the State of Wisconsin and the State of Indiana.   
 
Gibbons identified a copy of his appraisal report, which was 
marked as Intervenor's Exhibit #1.  Gibbons inspected the subject 
property on January 22, 2010 and described the building as a 
860,248 square foot, one-story, steel and concrete constructed, 
modern warehouse distribution facility that was built in 2003.  
He testified the subject has high ceiling height of 30 feet 
clear; 2.3% of building area as office space; 80,000 square feet 
is air conditioned to maintain a 70-degree level; and there are 
93 truck docks. 
 
He also described the site as containing 65.976 acres.  In 
estimating the market value of the subject property Gibbons 
included PINs 15-07-227-001 and 15-07-201-005.  His report 
indicated that for tax year 2007 PIN 15-07-201-005 had only a 
land assessment of $163,440, there was no improvement assessment 
assigned to this parcel by the county assessment officials.  
(Intervenor Exhibit #1, page 27.)  PIN 15-07-201-005 has a 
detention area and has a truck trailer parking area.  The 
appraiser was of the opinion that without this westerly portion 
the building could not function as designed.  Gibbons testified 
the truck entrance for the property was off of Bowman Avenue.  He 
testified there is an entrance off of Edgelawn Drive but there is 
a sign stating that no truck trailer traffic is allowed.  Gibbons 
was of the opinion it would not be appropriate to value the 
subject property assuming the exclusion on the second parcel (PIN 
15-07-201-005).  He testified that without this portion of the 
property you would have a hypothetical condition because that is 
not the way the property is designed and not the way it would 
function.  He thought removing this parcel would be a major flaw 
and would not result in a credible valuation because you would 
have to consider how to reconfigure the building to exist and 
function as a distribution center. 
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Gibbons testified that in preparing the appraisal he discovered 
that in 2006 the subject and two other properties sold in bulk.  
The subject and the two other properties were leased by Kraft at 
the time of sale and they were all located in the Prime Aurora 
Business Park.  The subject sold for $62,858,000 or $73.10 per 
square foot of building area, including land.  At the time of 
sale the subject property was subject to a triple net lease to 
Kraft, commencing in 2003.  Gibbons testified the first five 
years of the lease the subject had a triple net rental of $4.35 
per square foot of building area and for years 5 through 10 the 
subject had a triple net rent of $4.79 per square of building 
area.  
 
Gibbons testified the second property that sold with the subject 
had 530,937 square feet of building area and sold for $28,064,000 
or $52.86 per square foot of building area.  The third property 
that sold with the subject had 301,468 square feet of building 
area and sold for a price of $34,178,000 or $113.37 per square 
foot of building area.   
 
Gibbons indicated within his report that the highest and best use 
of the subject as improved was for the continued use of the 
existing improvements.  (Intervenor's Exhibit #1, page 32.) 
 
In estimating the market value of the subject property Gibbons 
developed the three traditional approaches to value.  In 
estimating the land value Gibbons used four comparable land 
sales.  Gibbons' land sales #1 and #2 were the same as McCormick 
land sales #3 and #4.  The land comparables were located in 
Aurora and North Aurora and ranged in size from 508,911 to 
5,209,804 square feet.  The sales occurred from October 2004 to 
June 2007 for prices ranging from $1,781,248 to $10,800,000 or 
from $1.94 to $3.50 per square foot of land area.  Using these 
sales Gibbons estimated the subject property had a land value of 
$2.00 per square foot of land area or $5,750,000 rounded.  He 
testified his unit value of $2.00 per square foot was the same 
unit value as estimated by McCormick; the difference in land 
value between the appraisers was attributed to the additional 
land area of 713,000 square feet included in Gibbons' analysis. 
 
Gibbons used the Marshall Valuation Service in estimating the 
replacement cost new of the improvements.  The appraisal 
indicated the square foot cost of the building was estimated to 
be $45.90 per square foot resulting in an estimated building 
value of $39,485,383.  Gibbons added $2,100,000 for such site 
improvements as paving, fencing and the guard house resulting in 
a replacement cost new of $41,585,383.  To this the appraiser 
added an entrepreneurial profit of 8% of the replacement cost and 
the land value or $3,786,831.  Adding these components resulted 
in a replacement cost new of $45,372,214. 
 
The appraiser estimated the subject had an effective age of 4 
years old, a remaining economic life of 36 years and a total 
economic life of 40 years. Gibbons determined the subject 
suffered from no economic or functional obsolescence.  Using the 
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age-life method the appraiser estimated the subject suffered from 
10% depreciation or $4,537,221.  Deducting depreciation and 
adding the land value resulted in an estimated value under the 
cost approach of $46,585,000. 
 
Gibbons testified that entrepreneurial profit is the reward or 
incentive for a developer to build a property.  He testified his 
estimate of entrepreneurial profit was based upon general 
experience and judgment given the characteristics of the 
property.   
 
The next approach to value developed by Gibbons was the income 
capitalization approach.  The initial step under this approach 
was to estimate the market rent using five rental comparables 
located in Aurora and Carol Stream.  The rental comparables 
ranged in size from 94,173 to 592,539 square feet of building 
area and were built from 2001 to 2007.  The comparables had 
ceiling heights ranging from 30 to 32 feet, office space ranging 
from "minimal" to less than 5% of building area, 10 to 80 docks, 
two or four drive in doors and land to building ratios ranging 
from 2.14:1 to 3.63:1.  The leases commenced from November 2005 
to December 2007 for triple net rents ranging from $3.40 to $6.50 
per square foot of building area.  Based on these rentals the 
appraiser estimated the subject had a market rent of $4.00 per 
square foot, triple net, resulting in a potential gross income of 
$3,440,992.  Gibbons estimated the subject would have a vacancy 
and collection loss of 8.0% or $275,279 resulting in an effective 
gross income of $3,165,713.  The vacancy and collection loss was 
determined using studies done by large industrial brokerage firms 
and the overall vacancy rate of 8.3% reported by CB Richard 
Ellis.  The appraiser next estimated the subject would have a 
management and miscellaneous landlord expenses of 2% or $63,314 
and a replacement allowance of $.05 per square foot or $43,012.  
Deducting these expenses resulted in a stabilized net operating 
income of $3,059,387. 
 
The next step in the income capitalization approach was to 
estimate the capitalization rate to be applied to the stabilized 
net operating income.  Gibbons stated in his report that 
according to the First Quarter 2007 Korpacz Real Estate Investor 
Survey the indicated overall capitalization rates for 
institutional grade national warehouse properties ranged from 
5.00% to 8.50% with an average of 6.78% and non-institutional 
grade national warehouse properties had a range from 6.00% to 
9.25% and an average of 7.89%.  Using the band of investment 
method Gibbons estimated the subject would have a loan to value 
ratio of 75% and an equity ratio of 25%.  He estimated the equity 
portion would have a rate of 6% and a mortgage interest rate of 
5.25% for a 25 year period.  Using the band of investment method 
Gibbons estimated a capitalization rate of 7.00%.  Using the 
market extraction method the appraiser estimated four of the six 
sales in the sales comparison approach had rates ranging from 
5.30% to 7.17%.  The appraiser further indicated in the report 
that NAI Hiffman, the largest privately owned full service real 
estate service company in the Midwest, reported in the second 
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quarter of 2007 sales of industrial buildings of 100,000 square 
feet or greater totaling $480 million with an average cap rate of 
6.8%.  Gibbons also stated brokers reported capitalization rates 
ranging from 6.50% to 7.00%.  Based on this analysis Gibbons 
estimated the subject property would have a capitalization rate 
of 7.00%.  Capitalizing the net income resulted in an estimated 
value under the income capitalization approach of $43,700,000, 
rounded. 
 
The final approach developed by Gibbons was the sales comparison 
approach wherein the appraiser used six comparable sales; sale #1 
was the aforementioned reported sale of the subject property in 
January 2006 for a price of $62,858,000 or $73.07 per square foot 
of building area, including land.  Additionally, sale #6 was one 
of the aforementioned properties leased by Kraft that sold with 
the subject as part of the bulk sale in January 2006.  This 
property had 530,937 square feet of building area and sold for 
$28,064,000 or $52.86 per square foot of building area.  The four 
remaining comparables were improved one-story industrial 
warehouse properties that ranged in size from 320,047 to 694,367 
square feet of building area.  Three of the comparables were 
multi-tenant buildings and one was a single tenant building.  
These comparables were built from 1999 to 2005.  The comparables 
had ceiling heights ranging from 30 to 40 feet, office space 
ranging from 1.0% to 3.0% of building area, 34 to 80 docks, two 
to four drive in doors and land to building ratios ranging from 
2.14:1 to 2.39:1.  Comparables #2, #3 and #5 had rental rates 
ranging from $3.40 to $3.75 per square foot of building area.  
Gibbons' sale #3 was the same comparable sale as McCormick's 
comparable sale #2.  These four properties sold from January 2005 
to December 2007 for prices ranging from $12,800,000 to 
$32,250,000 or from $39.99 to $48.70 per square foot of building 
area, including land.  Based on these sales Gibbons estimated the 
subject property had an indicated market value under the sales 
comparison approach of $50.00 per square foot of building area, 
including land, or $43,000,000, rounded. 
 
In reconciling the three approaches to value Gibbons indicated in 
his report that the sales comparison approach was given primary 
weight, the income capitalization approach was given significant 
weight and the cost approach was given moderate weight.  In 
conclusion Gibbons estimated the subject property had a market 
value of $43,300,000 as of January 1, 2007.   
 
Under cross-examination Gibbons stated PIN 15-07-201-005 had only 
a land assessment of $163,440, there was no improvement/building 
assessment.  The appraiser also made the decision to include PIN 
15-07-201-005 in the appraisal.  Gibbons also testified that of 
his rental comparables only one had a land to building ratio 
greater than 2½:1, and that rental comparable had a building with 
94,173 square feet, significantly smaller than the subject 
building.  The appraiser also testified that of his sales 
comparables, excluding the sale of the subject property, only one 
had a land to building ratio greater than 2½:1 and that was the 
other Kraft property (sale #6). 



Docket No: 07-03035.001-C-3 
 
 

 
13 of 21 

 
Gibbons agreed that Kraft signed the lease in 2002, before the 
subject was built, so the owner had a lease in place.  The 
witness agreed this was a build-to-suit property.  The appraiser 
also testified his rental comparable #4 was the same property as 
his comparable sale #2.  The comparable was constructed in 2005 
with 607,752 square feet and had two tenants.  This property was 
fully leased at the time of sale in April 2006 with rentals of 
$3.45 and $3.50 per square foot of building area.  The appraiser 
also testified that downward adjustments were made to the rental 
comparables for size and the adjustments were qualitative rather 
than quantitative.   
 
With respect to his comparable sales, Gibbons testified that 
generally all were leased or partially leased when they sold.  In 
his opinion the leases were at market rate when the properties 
sold.   
 
Gibbons testified that he did not allocate a value between the 
two PINs valued in the appraisal and stated he didn't know how 
you would even do that.  He further indicated that the sale of 
the subject in January 2006 was not reflective of market value; 
his opinion of value was less than that.  He stated the rent 
associated with the subject property was not reflective of market 
rent. 
 
The appellant called real estate appraiser Anthony J. Uzemack as 
a rebuttal witness.  Uzemack is the president of Appraisal 
Systems, LLC.  He has the MAI designation from the Appraisal 
Institute and is a Certified General Real Estate Appraiser with 
the State of Illinois.  The witness has been employed as an 
appraiser since 1977.  Uzemack further testified he teaches for 
the Appraisal Institute and for the Appraisal Foundation out of 
Washington, D.C.  The witness testified that he averages two or 
three appraisal reviews per week or several hundred per year.  He 
further testified that he appraises four to five properties a 
year that are similar to the subject property. 
 
Uzemack completed a review of the Gibbons' appraisal and prepared 
a written report, which was marked as Appellant's Exhibit #2.  
The appraiser personally inspected the exterior of the subject 
property to familiarize himself with its environs, to see the 
character of the property and how it relates to the neighboring 
properties.  He performed a desktop review of the appraisal 
report prepared by Gibbons.  He also researched his files of 
properties of 1 million to 2 million square feet to relate his 
experience with the individual writing and presentation of the 
analysis and facts contained in the appraisal.   
 
Uzemack was of the opinion there were a few problems with the 
Gibbons appraisal which lead him to believe the appraisal could 
be assumed by a reader to be misleading.  He testified that the 
analyses and the way the material was presented in the appraisal 
all lacked a certain degree of credibility leading to a 
conclusion that is not supportable by market evidence.    
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Uzemack was of the opinion the subject's sale was not properly 
analyzed with respect to how the acquisition price was 
distributed between the three properties that were acquired.  He 
also testified there was no explanation as to why the subject had 
above market rents.   
 
With respect to the cost approach Uzemack was of the opinion 
there was no market support or direct evidence from the market 
that supported the 8% entrepreneurial profit used by Gibbons.  He 
also was of the opinion the 10% depreciation from all causes was 
another problem.  He testified that this is a substantial 
structure for a single tenant that requires a multi-national 
corporation or someone with deep pockets to effect this type of 
construction.  He indicated these types of properties are 
purposefully built to suit the needs of a particular individual 
company's business, and that doesn't translate back to market 
value.  The witness was also of the opinion external obsolescence 
would be present driven by the size of the property, which limits 
the audience that the property can participate with, and by the 
uncertainty of the economy.    
 
With respect to the rental comparables Uzemack testified they 
were smaller than the subject with only one that was 69% the size 
of the subject property.  The appraiser testified that the larger 
the property the lesser the unit rent, which he thought was 
supported by Gibbons' rental comparables.  Using these 
comparables the appraiser was of the opinion that a rental of 
$4.00 per square foot of building area is not suggested for the 
subject property.  The appraiser was of the opinion there was not 
any degree of accuracy in the selection of the rental data 
because they are too small.  He asserted there was a lack of 
analysis as to how you take smaller properties and make them 
mimic the performance of something that is 60% larger.  With 
respect to the capitalization rate Uzemack testified that 
national market indices have merit but the majority of the 
capitalization rates are being derived from bulk purchases or 
numerous properties that are between 200,000 and 300,000 square 
feet.   
 
Uzemack was of the opinion the sales comparison approach in the 
Gibbons appraisal was the weakest approach to the whole estimate.  
He reiterated sales #1 and #6 were a leased fee transaction 
involving the subject and another property sold with the subject 
in the bulk transaction.  He further testified that sales #2, #3 
and #5 were put together by Liberty Illinois or Liberty Property, 
LLC, one of the largest Real Estate Investment Trust (REIT) 
organizations in the country for custom built corporate 
warehousing distribution facilities.  He asserted each was a 
leased fee transaction.  He also stated sale #2 was a financing 
arrangement between Liberty's parent corporation and Liberty's 
Illinois division, which he confirmed with Mike Hagen, 
acquisition manager for Liberty Property, LLC.  Uzemack was of 
the opinion these sales represent investment value to other major 
real estate investment trusts.  After eliminating these sales, 
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the witness stated you were left with only one sale and it had 
only 320,000 square feet, smaller than the subject, and in a 
different market. 
 
Upon review of the appraisal, Uzemack concluded the opinions 
stated in the appraisal report were not adequately supported.  He 
asserted there was questionable analysis presented throughout the 
body of the report and the report lacked appropriate and 
reasonable support for the value conclusions.   
 
Under cross-examination Uzemack testified the subject was big but 
not unique.  He also agreed that the rental and sales comparables 
in the Gibbons appraisal weren't comparable to the subject due in 
large part to size.  He also explained that the comparable sales 
were built-to-suit meaning they were custom made suited to the 
shape and size of the user.   
 
After hearing the testimony and considering the evidence, the 
Property Tax Appeal Board finds that it has jurisdiction over the 
parties and the subject matter of the appeal.  The Board further 
finds the evidence in the record supports a reduction in the 
subject's assessment. 
 
The appellant contends the market value of the subject property 
is not accurately reflected in its assessed valuation.  Except in 
counties with more than 200,000 inhabitants that classify 
property, property is to be valued at 33 1/3% of fair cash value. 
(35 ILCS 200/9-145(a)).  Fair cash value is defined in the 
Property Tax Code as "[t]he amount for which a property can be 
sold in the due course of business and trade, not under duress, 
between a willing buyer and a willing seller."  (35 ILCS 200/1-
50).  The Supreme Court of Illinois has construed "fair cash 
value" to mean what the property would bring at a voluntary sale 
where the owner is ready, willing, and able to sell but not 
compelled to do so, and the buyer is ready, willing, and able to 
buy but not forced to so to do.  Springfield Marine Bank v. 
Property Tax Appeal Board, 44 Ill.2d 428 (1970).  When market 
value is the basis of the appeal the value of the property must 
be proved by a preponderance of the evidence.  National City Bank 
of Michigan/Illinois v. Illinois Property Tax Appeal Board, 331 
Ill.App.3d 1038 (3rd Dist. 2002).  Proof of market value may 
consist of an appraisal of the subject property, a recent sale, 
comparable sales or construction costs.  (86 Ill.Admin.Code 
§1910.65(c)).  The Board finds the evidence in the record 
supports a reduction in the subject's assessment. 
 
Initially, the Board finds the board of review submitted no 
evidence in support of the assessment of the subject property 
totaling $13,679,281.  The subject's assessment reflects a market 
value of $41,103,609 using the 2007 three year average median 
level of assessments for Kane County of 33.28%.  The appellant 
submitted an appraisal prepared by McCormick estimating the 
subject property, identified by PIN 15-07-227-001, had a market 
value of $30,000,000 as of January 1, 2007.  The intervening 
taxing district submitted an appraisal prepared by Gibbons 



Docket No: 07-03035.001-C-3 
 
 

 
16 of 21 

estimating the property, identified by PINs 15-07-227-001 and 15-
07-201-005, had a market value of $43,300,000 as of January 1, 
2007.  In filing the appeal the appellant submitted a copy of the 
final decision of the Kane County Board of Review pertaining to 
PIN 15-07-227-001.  It was from this decision that that appellant 
challenged the assessment established by the Kane County Board of 
Review.  Of the two appraisers, Gibbons' estimate of value 
included a PIN that was not under appeal.  Furthermore, Gibbons 
indicated he was unable to allocate his value conclusion between 
the two PINs.  The Board finds that Gibbons' estimate of value is 
excessive for the PIN under appeal. 
 
An issue brought up during the hearing was the fact that 
McCormick's estimate of value included improvements located on 
the adjacent parcel, PIN 15-07-201-005.  The Board finds this was 
not inappropriate given the fact the evidence in the record 
disclosed that the Kane County assessing officials had assessed 
PIN 15-07-201-005 as land only and had not attributed any 
assessed value to the improvements to that parcel.  
 
The Board finds the evidence in the record demonstrated the 
January 2006 sale of the subject property was not indicative of 
the subject's fair cash value as of January 1, 2007.  The Board 
finds neither appraiser was of the opinion the sale was 
reflective of market value.  The evidence in this record 
disclosed the subject property was a build-to-suit facility for 
Kraft.  Prior to construction, Kraft had entered in a ten-year 
lease with the developer with two ten-year options to renew the 
lease.  At the time of sale the property was leased at an above 
market rent which supports the conclusion the sale of the leased 
fee estate would be greater than the market value of the fee 
simple estate.  As a final point the January 2006 transaction 
involved the sale of the subject and two additional properties 
also leased by Kraft.  There was no evidence in the record to 
explain how the purchase price was allocated among these three 
properties.  For these reasons the Board finds the January 2006 
sale of the subject property was not reflective of the properties 
market value as of January 1, 2007. 
 
The Board finds the appraisers were in agreement with the 
physical description of the improvements.  The appraisers were 
also in agreement with respect to the highest and best use of the 
subject property.  Additionally, each appraiser developed the 
three approaches to value in estimating the market value of the 
subject property.   
 
With respect to the cost approach both appraisers were of the 
opinion the subject land had a market value of $2.00 per square 
foot of land area.  This supports McCormick's conclusion the 
subject's land associated with the PIN under appeal had a market 
value of $4,320,000.  Both appraisers were also in near agreement 
with the cost new of the improvements with McCormick estimating 
the building and site improvements having a cost new of 
$41,192,191 while Gibbons estimated the replacement cost new of 
$41,585,383.  One major difference in the cost new estimate was 
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Gibbons' inclusion of an entrepreneurial profit of 8% of the 
replacement cost new and the land value.  The Board finds due to 
the fact this property was built by a developer Gibbons inclusion 
of an entrepreneurial profit seems appropriate although not 
particularly well supported by objective market data.  Accepting 
Gibbons' replacement cost new, considering land value of 
$4,320,000 and calculating the entrepreneurial profit results in 
a replacement cost new estimate of $45,257,813. 
 
Another major difference between the appraisers in the cost 
approach was the estimate of depreciation.  The Board finds that 
McCormick's calculation of depreciation using market extraction 
is better supported and finds the subject suffered from 35% 
depreciation or $15,840,235 from all causes.  Deducting 
depreciation and adding the land value of $4,320,000 results in 
an estimated value under the cost approach of $34,750,000, 
rounded.  Due to the difficulty in estimating depreciation and 
the fact neither appraiser gave much emphasis to this approach, 
the Property Tax Appeal Board gives the conclusion of value under 
this approach least weight. 
 
Both appraisers developed the income approach to value with 
McCormick estimating the subject having a market rent of $3.75 
per square of building area and Gibbons estimating the subject 
having a market rent of $4.00 per square foot of building area.  
McCormick's comparables #1, #2, #3 and #7 were available asking 
rents ranging from $3.55 to $4.35 per square foot, triple net.  
McCormick's comparables #4, #5 and #6 had rents ranging from 
$3.06 to $3.20 per square foot, triple net.  These comparables 
had leases that commenced from March 2005 to February 2006 for 7 
or 10 year terms.  Gibbons' rental comparables had leases that 
commenced from November 2005 to December 2007 with triple net 
rents ranging from $3.40 to $6.50 per square foot of building 
area.  The rental at the high end was of a property that was 11% 
the size of the subject.  Eliminating this comparable due to 
size, results in rentals ranging from $3.40 to $4.04 per square 
foot of building area.  The Board also finds that Gibbons' 
reported that his comparable sale  #5, a single tenant building 
similar to the subject in size with 694,367 square feet of 
building area, was being leased for $3.75 per square foot on a 
triple net basis.  The Board finds that McCormick's conclusion 
the subject had a market rent of $3.75 per square foot of 
building area is best supported in the record.  Using a market 
rent of $3.75 per square foot results in a potential gross income 
of $3,225,930.  The Board finds that Gibbons estimate the subject 
would experience a vacancy and collection loss of 8% is best 
supported in the record resulting in an effective net income of 
$2,967,856.  Both appraisers agreed the subject would have a 
management fee of 2% of effective gross income which calculates 
to be $59,357.  The Board also finds Gibbons' estimate of 
reserves for replacement of $.05 per square foot or $43,012 is 
best supported in this record.  Deducting these expenses results 
in a stabilized net operating income for the subject property of 
$2,865,487.  The Board also finds that Gibbons' estimate that the 
appropriate capitalization rate to be applied to the subject is 
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7% is best supported in the record.  Applying the capitalization 
rate of 7% to the stabilized net income results in an estimated 
market value of $40,900,000, rounded. 
 
The final approach to value developed by the appraisers was the 
sales comparison approach.  McCormick used five sales located in 
Aurora, Romeoville and Joliet improved with multiple-tenant 
industrial warehouse distribution buildings that ranged in size 
from 315,799 to 652,056 square feet of building area.  The sales 
occurred from June 2006 to December 2007 for prices ranging from 
$12,800,000 to $25,398,672 or from $35.00 to $47.14 per square 
foot of building area, including land.  Sales #3, #4 and #5 sold 
for the lowest unit prices and were located from 25 to 30 miles 
from the subject property.  Due to location, these sales were 
given less weight by the Board.  The remaining two sales located 
in Aurora had reported unit prices of $40.53 and $47.14 per 
square foot building area, including land. 
 
Gibbons used six sales located in Aurora.  The Board gives no 
weight to sales #1 and #6 because they were the sale of the 
subject and another property, leased by Kraft, in a bulk 
transaction that were leased fee properties.  The four remaining 
comparables were improved one-story industrial warehouse 
properties that ranged in size from 320,047 to 694,367 square 
feet of building area and were built from 1999 to 2005.  Three of 
the comparables were multi-tenant buildings and one was a single 
tenant building.  These four properties sold from January 2005 to 
December 2007 for prices ranging from $12,800,000 to $32,250,000 
or from $39.99 to $48.70 per square foot of building area, 
including land.  Gibbons' sale #3 was the same as McCormick's 
sale #2; both agreed this property sold in April 2007 for 
$18,100,000 but differed on the unit price due to slightly 
different reported building sizes.  
 
The Board finds the most probative sales were located in Aurora 
and had unit prices ranging from $39.99 to $48.70 per square foot 
of building area, including land.  These sales had varying 
degrees of similarity to the subject with the primary difference 
being in size and multi-tenant configuration.  Considering size 
and multi-tenant configuration, the Board finds that downward 
adjustments would be justified to the sales.  The Board finds 
Gibbon's sale #5 was a single tenant building with 694,367 square 
feet of building area that was leased for $3.75 per square foot 
of building area at the time it sold.  This property sold for a 
unit value of $46.45 per square foot of building area, including 
land.  The subject's assessment reflects a unit value of $47.78 
per square foot of building area, including land, which is above 
all but one of the comparable sales on a square foot basis.  
Based on these sales the Board finds the subject property would 
have a unit value of $46.00 per square foot of building area, 
including land, or $39,600,000 rounded. 
 
In conclusion, after considering the testimony provided by the 
experts and the different approaches to value as discussed 
herein, giving most emphasis to the sales in this record, the 
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Board finds the subject property had a market value of 
$40,000,000 as of January 1, 2007.  Since market value has been 
determined the Board finds the 2007 three year average median 
level of assessments for Kane County of 33.28% shall apply. 
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IMPORTANT NOTICE 

 
Section 16-185 of the Property Tax Code provides in part: 

 
"If the Property Tax Appeal Board renders a decision lowering the 
assessment of a particular parcel after the deadline for filing 

This is a final administrative decision of the Property Tax Appeal 
Board which is subject to review in the Circuit Court or Appellate 
Court under the provisions of the Administrative Review Law (735 
ILCS 5/3-101 et seq.) and section 16-195 of the Property Tax Code. 
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As Clerk of the Illinois Property Tax Appeal Board and the keeper 
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Illinois Property Tax Appeal Board issued this date in the above 
entitled appeal, now of record in this said office. 
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complaints with the Board of Review or after adjournment of the 
session of the Board of Review at which assessments for the 
subsequent year are being considered, the taxpayer may, within 30 
days after the date of written notice of the Property Tax Appeal 
Board’s decision, appeal the assessment for the subsequent year 
directly to the Property Tax Appeal Board." 
 
In order to comply with the above provision, YOU MUST FILE A 
PETITION AND EVIDENCE WITH THE PROPERTY TAX APPEAL BOARD WITHIN 
30 DAYS OF THE DATE OF THE ENCLOSED DECISION IN ORDER TO APPEAL 
THE ASSESSMENT OF THE PROPERTY FOR THE SUBSEQUENT YEAR. 
 
Based upon the issuance of a lowered assessment 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 
paid property taxes. 
 


