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TAKEAWAYS 
FROM 
PART 1

▪ USPAP Definitions

▪ Ad Valorem: according to value

▪ Assessed Value: value placed upon a 
property after multiplying its market value by 
the level of assessment

▪ Intended Use: the use of an appraiser’s 
reported appraisal or appraisal review 
assignment results, as identified by the 
appraiser based on communication with the 
client at the time of the assignment

▪ Determined by appraiser

▪ Intended User: the client and any other 
party as identified, by name or type, as 
users of the appraisal or appraisal review 
report by the appraiser, based on 
communication with the client

▪ Determined by appraiser

Takeaway 1 from 

Part 1:

Definitions



TAKEAWAYS 
FROM 
PART 1

Appraiser: 

▪ Advocate only for the concluded value

▪ Third party expert

Attorney:

▪ Advocate for client’s interests

▪ Not the appraiser’s attorney – the client’s 
attorney

Takeaway 2 from 

Part 1:

Know Your Role



TAKEAWAYS 
FROM 

PART 1

Mass Appraisal Single Appraisal

Process of valuing a 

group of properties as of 

a given date using 

common data, 

standardized methods, 

statistical testing

Process of valuing a 

single property, 

making adjustments to 

market comparables

to reflect difference 

between subject and 

market

Takeaway 3 

from Part 1:

Mass 

Appraisal v. 

Single 

Appraisal



TAKEAWAYS 
FROM 
PART 1

▪ Date of Value

▪ Appraiser perspective in Part 1

▪ Legal perspective in Part 2

Takeaway 4 from 

Part 1:

Date of Value



TAKEAWAYS 
FROM 
PART 1

Leased Fee Fee Simple

Primary Factors: Tenant, 

risk and occupancy 

Primary Factors: 

Improvements and land 

only

Typically use for 

investment value and 

based upon investment 

parameters

Typically used for ad 

valorem purposes

Use current lease and 

occupancy in place

Adjust to hypothetical 

market occupancy and 

market rates, NOT the 

current lease status

Takeaway 5 

from Part 1:

Leased Fee v. 

Fee Simple, 

and Financing 

v. Ad Valorem 

Appraisals

Finance Appraisal Ad Valorem Appraisal

Look to income of subject 

property

Look to income of the 

market

Looking at the business of 

renting the space/income 

stream

Looking at the bricks and 

mortar



MYTH OF 
THE 

DATE OF 
VALUE

Myth: Appraisals 
must be as of 

January 1 of the tax 
year to be 

considered for that 
tax year.



THE DATE OF 
VALUE -

CONCLUSION

Relevant Case Law:

• Apex Motor Fuel Co. v. 
Barrett, 20 Ill. 2d 395 
(Illinois Supreme Court 
1960)

• Held: legislation 
establishing quadrennial 
and triennial is 
constitutional

DATE 

OF 

VALUE



THE DATE OF 
VALUE -

CONCLUSION

Relevant Case Law:

• Cook County Board of 
Review v. Property Tax 
Appeal Board, 334 Ill. 
App. 3d 56 (Ill. App. Ct. 
2002)

• Held: acceptable to use 
an appraisal that is 2 
years old

DATE 

OF 

VALUE



THE DATE OF 
VALUE -

CONCLUSION

Common Practices and 
Procedures:

• Updating date of value on the 
stand

• Substantial fairness to allow 
appraisal within same 
tri/quad

• Practical considerations

DATE 

OF 

VALUE



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: 

Appraisals are 

acceptable 

within tri/quad. 

Can update on 

stand.



MYTHS 
ABOUT 

COMPARABLE 
SELECTION

Myth: comparable 
sales don’t matter



THE DATE OF 
VALUE -

CONCLUSION

Case Law/Statutory Authority:

• Cook County Board of Review v. Property Tax 
Appeal Board and Omni Chicago (Omni), 384 
Ill.App.3d 472, 894 N.E.2d 400 (1st Dist. 
2008) 

• Held: Where the correctness of the 
assessment turns on market value and there 
is evidence of a market for the subject 
property, a taxpayer's submission that 
excludes the sales comparison approach in 
assessing market value is insufficient as a 
matter of law. 

Common Practices and Procedures:

• Use sales comparables.

Tips and Tricks:

• Unless you are dealing with something such 
as a closed landfill, do not submit an appraisal 
without a sales comparison approach – very 
rare there are none. 

MYTH: Sale 

comparables do 

not need to be 

considered



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: Sales 

Comparable 

Approach should 

always be 

considered.



THE DATE OF 
VALUE -

CONCLUSION

Case Law/Statutory Authority:

• Community CSD #93, PTAB Docket No. 
15-05647

• Result: reduction, even though was an 
undervaluation case

• Held: PTAB determined leased fee sales 
are not market transactions.

Common Practices and Procedures:

• LF sales can be used as long as they 
reflect market conditions.

• Adjustments made for term, 
concessions, tenant improvements, 
credit worthiness, etc.

Tips and Tricks:

• Pay attention to lease terms of the sale 
comparable if leased fee

• It all comes down to the details.

MYTH: never 

use a leased 

fee sale.



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: 

Leased fee 

sales can be 

used, but must 

look to 

particulars.



THE DATE OF 
VALUE -

CONCLUSION

Statutory Authority:

• 35 ILCS 200/1-23: Definition of 
compulsory sale

• 35 ILCS 200/16-55(b): 
Compulsory sales shall be 
included in reviewing or 
correcting assessments

• 35 ILCS 200/16-183: The PTAB 
shall include compulsory sales in 
reviewing or correcting 
assessments

• 35 ILCS 200/17-10: sales ratio 
studies shall include compulsory 
sales

MYTH: 

bankruptcy and 

REO sales 

should never be 

used



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• First Midwest Bank, PTAB Docket 
No. 12-01097 (dec. 9/2017)

• Result: reduction

• Held: REO sales preferred over 
leased fee sales

MYTH: 

bankruptcy and 

REO sales 

should never be 

used



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Grant Township/Kay Starosovic, 
PTAB Docket No. 13-01680 (dec. 
1/2016):

• Result: increase

• Held: land REO sales not 
indicative of subject market, this 
among other inconsistencies 
undermined report.

MYTH: 

bankruptcy and 

REO sales 

should never be 

used



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Three Step Holdings, LLC (PTAB 
Docket No. 13-33841 (dec. 
6/2019)

• Result: no change

• Held: compulsory sale of subject 
property rejected

MYTH: 

bankruptcy and 

REO sales 

should never be 

used



THE DATE OF 
VALUE -

CONCLUSION

Common Practices and Procedures:

• Taxpayer: tend to prefer to include REO 
sales

• Intervenor: discredit on the basis of 
subject market

Tips and Tricks:

• Pay attention to subject market

• If REO’s are outliers, avoid using them

• Was the property marketed? 

• Get a copy of the deed, transfer 
declaration, marketing brochures.

MYTH: 

bankruptcy and 

REO sales 

should never be 

used



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: 

Never say Never 

→ look at 

market and 

circumstances



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Nalco Chemical, PTAB Docket No. 05-
01461 & 06-01383

• Result: reduction

• Held: sale-leaseback was not reflective 
of the fair market value as price 
significantly above comparable sales 
and answer of “NO” to question 13 on 
PTAX-203A

MYTH: sale-

leasebacks are 

market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Boorstein, PTAB Docket No. 16-02334

• Result: reduction

• Held: sale-leaseback comparable was 
given little weight because it was a 
financial transaction not reflective of fair 
market value

MYTH: sale-

leasebacks are 

market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Common Practices and Procedures:

• Taxpayer: tend to avoid

• Intervenor: more likely to use

Tips and Tricks:

• Look to deed, transfer declaration, 
marketing materials

• Look to lease: is there an option to 
renew? 

• Bulk transaction?

• Talk to broker

• Get to the motivation of the parties

MYTH: sale-

leasebacks are 

market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: rarely 

but look at 

particulars.



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• TRG II, PTAB Docket No. 06-00997

• Result: no change

• Held: PTAB gives no weight to sales two 
years past date of value. The sale was 
likely not arm’s length as the long term 
lease had been negotiated along with 
the agreement to construct the subject 
built-to-suit.

MYTH: built-to-

suit properties 

sold many years 

after construction 

are market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Famous Barr, PTAB Docket No. 05-
00346

• Result: reduction

• Held: PTAB determined these are not 
market transactions and have never 
been

MYTH: built-to-

suit properties 

sold many years 

after construction 

are market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Common Practices and Procedures:

• Look to buyer

• Will it be a bank that used to be a bank, 
or marijuana dispensary, fast food, 
medical office

• Car wash is a tough one to reuse

• Motivation of the seller

• Developer who may have a relationship 
with buyer and built-to-suit as financing 
arrangement 

MYTH: built-to-

suit properties 

sold many years 

after construction 

are market 

transactions



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: BTS 

agreements are dynamic 

undertakings with 

moving parts that 

influence rental rate 

and/or purchase price.



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Community CSD #93, PTAB Docket No. 
15-05647

• Result: reduction, even though was an 
undervaluation case

• Held: PTAB determined these are not 
market transactions.

MYTH: the use of 

vacant properties 

as sale 

comparables is 

inappropriate



THE DATE OF 
VALUE -

CONCLUSION

Common Practices and Procedures:

• Appraiser’s assignment matters

• Un

• Look to the market from every angle

• Depends on multiple factors

• Trends for type of property

• Re-purposing of property

MYTH: the use of 

vacant properties 

as sale 

comparables is 

inappropriate



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: 

Depends



THE DATE OF 
VALUE -

CONCLUSION

Opinion Papers:

• Paper 1

• Paper 2

MYTH: the dark 

store theory has 

been accepted in 

Illinois



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: No

Opinion Papers 

have weight TBD



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• AT&T, PTAB Docket No. 15-37302 (dec. 
2020)

• Result: token reduction

• Held: zoning of the comparables was not 
the same zoning as the subject and 
therefore not used.

Common Practices and Procedures:

• Highest and best use analysis is very 
important in this context.

MYTH: properties 

with deed 

restrictions and/or 

zoning restrictions 

are bad 

comparables



THE DATE OF 
VALUE -

CONCLUSION

Conclusion:

Depends on 

Particulars

.



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Autozone, PTAB Docket No. 09-33777 
(dec. )

• Result: reduction

• Held: multi-tenant comparables given 
reduced weight for single-tenant subject 
property.

MYTH: it is 

appropriate to use 

multi-tenant 

comparables for 

single-tenant 

properties



THE DATE OF 
VALUE -

CONCLUSION

Case Law:

• Brunswick, PTAB Docket No. 02-00948 
& 03-00840

• Result: reduction

• Held: property’s use as owner-occupied, 
single-tenant office building influences 
selection of comparable rents, cap rate, 
and comparable sales.

MYTH: it is 

appropriate to 

use multi-tenant 

comparables for 

single-tenant 

properties



THE DATE OF 
VALUE -

CONCLUSION

Tips and Tricks:

• Look to the cost to change property into 
multi-tenant.

• Is this change feasible? 

• Tread lightly

MYTH: it is 

appropriate to use 

multi-tenant 

comparables for 

single-tenant 

properties



THE DATE OF 
VALUE -

CONCLUSION

Conclusion: should 

look to whether the 

subject is single-

tenant or multi-

tenant, amongst 

other factors.

.



MYTHS 
YET TO 

BE 
BUSTED

Topics that are yet 
to be addressed.



THE DATE OF 
VALUE -

CONCLUSION

Clauses and details to be researched:

Tips and Tricks:
MYTH: lease 

conditions do 

not matter

• Length of term, options, positioning power of 

tenant, motivations of parties, existence of 

master lease, date of original lease.

• Discuss layers of confidentiality inherent in 

leases.

• Ask experts about the details of the lease.

• Try to get more information from your own 

sources.

• Lease terms do not operate in a vacuum–

merely knowing the rental rate paid is not 

indicative of the complete picture.



THE DATE OF 
VALUE -

CONCLUSION

What to look for:

Tips and Tricks:

MYTH: lease 

terms are 

consistent 

across all 

property types

• Certain lease terms may be common to 

certain areas and/or types of properties

• Understand the market where the property 

exists (location, tenant, types, uses).

• You cannot properly analyze lease terms and 

make appropriate supportable adjustments 

without consideration of market factors 

inherent to the property



THE DATE OF 
VALUE -

CONCLUSION

Common Concessions:

Tips and Tricks:

MYTH: 

concessions 

are irrelevant 
• Look to the lease – term, conditions of 

forfeiture

• Look to time frame, as world occurrences 

may affect concessions granted

• Rent abatements



THE DATE OF 
VALUE -

CONCLUSION

What to look for:

Tips and Tricks:

MYTH: tenant 

credit-

worthiness 

does not matter

• Tenant: leverage, aggressive in negotiations, 

local business or REIT

• Term of lease

• Tips: understanding each party’s positioning 

power.



THE DATE OF 
VALUE -

CONCLUSION

What to look for:

• Lump sum to tenant to make space their 
own.

• Capital expense? Could effect value.

• Long-term tenant.

Tips and Tricks:

MYTH: Tenant 

improvements 

is not a concern

• TI can be deducted in long-term rental rate or 

can cause long term rental rate to be higher.

• TI may impact other rental terms.



THE DATE OF 
VALUE -

CONCLUSION

Load:

• The way to account for RE taxes

Tips and Tricks:

MYTH: cap 

rates should not 

be loaded
• Watch a follow-up presentation dedicated 

to cap rates



THE DATE OF 
VALUE -

CONCLUSION

What to look for:

• TIF districts

• Incentives

• Tax Abatements

• Reimbursements from municipality

Tips and Tricks:

• These factors may increase the value of 
real estate

MYTH: 

economic 

development 

incentives do 

not matter



THE DATE OF 
VALUE -

CONCLUSION

Emergency Declaration

• 35 ILCS 200/13-5

Emergency 

Declaration 

Valuation



Apex Motor Fuel Co. v. Barrett 
20 Ill. 2d 395 (1960) 

169 N.E.2d 769 

APEX MOTOR FUEL COMPANY, Appellant, v. EDWARD J. BARRETT, County Clerk, et al., Appellees. 

No. 36090. 

Supreme Court of Illinois. 

Opinion filed October 31, 1960. 

*396 *397 HAROLD P. REYNOLDS, of Chicago, for appellant. 

BENJAMIN S. ADAMOWSKI, State's Attorney, of Chicago, (FRANCIS X. RILEY, and EDWARD J. 

HLADIS, of counsel,) for appellees. 

ROBERT S. CUSHMAN, of Chicago, (JOHN J. O'BRIEN, of counsel,) amicus curiae, on behalf of The 

Civic Federation. 

Judgment affirmed. 

Mr. JUSTICE KLINGBIEL delivered the opinion of the court: 

Apex Motor Fuel Company a taxpayer and owner of real estate in the city of Chicago, brought an 

action in the circuit court of Cook County against the county clerk and other county officers to 

declare invalid certain 1959 amendments to the Revenue Act of 1939, and to restrain the 

disbursement of public funds thereunder. Robert S. Cushman was granted leave to appear as 

amicus curiae on behalf of the Civic Federation. After a hearing the court entered judgment 

sustaining validity of the legislation, and plaintiff appeals. Although some testimony was heard, 

no factual questions are involved. The issues are whether the amendments are inconsistent with 

each other, and, if not, whether they comply with certain constitutional requirements. 

The complaint attacks the amendments made by Senate Bill No. 368, House Bill No. 295, Senate 

Bill No. 868, House Bill No. 530 and House Bill No. 1036, all passed by the 71st General Assembly 

at its regular session in June, 1959. (Laws of 1959, pp. 659, 2035, 1558, 1180 and 1567.) On this 

appeal the arguments are concerned with the validity of provisions in Senate Bill 368 and Senate 

Bill 868 which purport to change the assessment dates of real estate for tax purposes. Under 

section 43 of the Revenue Act of 1939, prior to the amendments of 1959, all taxable real *398 

estate was subject to quadrennial assessment as follows: "On or before June 1, 1954, and every 

fourth year thereafter, in all counties having a population of less than 500,000 inhabitants, and 

as soon as he reasonably can in the year 1955, and every fourth year thereafter, in all other 



counties, the assessor in person or by his deputy shall actually view and determine as near as 

practicable the value of each tract or lot of land listed for taxation as of April 1 of such year * * 

*." (Ill. Rev. Stat. 1957, chap. 120, par. 524.) Under the amendment made by Senate Bill 368 the 

county board of each county having a population of 500,000 or more is directed to divide the 

county into four assessment districts, numbered 1 to 4 inclusive. For district No. 1 the 

quadrennial assessment years are designated as 1961, 1964 and every fourth year thereafter; 

for assessment district No. 2 the quadrennial assessment years are 1962, 1965 and every fourth 

year thereafter; for assessment district No. 3 the quadrennial assessment years are 1963, 1966 

and every fourth year thereafter; and for assessment district No. 4 the quadrennial assessment 

years are 1963 and every fourth year thereafter. On October 27, 1959, the board of 

commissioners of Cook County, acting in accordance with the foregoing provisions, adopted a 

resolution dividing the county into four assessment districts. The districts follow township lines 

and are based on a study and analysis of area, number of building permits, number of parcels, 

and last assessed valuation. Plaintiff's real estate is located in district No. 3. 

Plaintiff's first contention is based upon the fact that in House Bill No. 395, which changed the 

quadrennial assessment years for downstate counties, and in Senate Bill No. 868, which 

changed the assesment and lien date for real-estate taxes from April 1 to January 1, the 

language of the existing section 43 was retained in other respects. Senate Bill 368, which 

amends section 43 by creating the four assessment districts in Cook County having staggered 

*399 quadrennial assessment years, was passed on June 30, 1959, at the 10:30 A.M. session of 

the House. Both House Bill 295 and Senate Bill 868 were passed later on the same day. It is 

argued that the provisions of the latter two bills are in conflict and inconsistent with the 

amendment made by Senate Bill 368; that under the rule laid down in People ex rel. Schlaeger v. 

Mattes, 396 Ill. 348, the later amendment in point of time controls; and that the assessment of 

real property in all counties should therefore continue to be made quadrennially without the 

creation of four assessment districts in Cook County. 

The contention cannot be accepted. The evident purpose of the General Assembly was to amend 

the existing law in several different respects which are not inconsistent with each other. Portions 

of old law which are repeated in an amending act are regarded as a continuation of the existing 

law rather than the enactment of new law on the subject; and where two amendments passed 

at the same session of the legislature are not so inconsistent that both cannot be given effect, 

provisions in the later one which are merely re-enactments of former law do not repeal an 

intermediate amendment. The intermediate act will be deemed to remain in force and to modify 

the new act in the same manner as it did the first. People ex rel. Brenza v. Fleetwood, 413 Ill. 

530. 

In the Mattes case, upon which plaintiff relies, two amendments passed at the 1941 session of 

the General Assembly purported to increase the 1942 corporate tax limit applicable to Cook 

County in different amounts and in different ways. They were therefore in conflict and so 

inconsistent that both could not be given effect, and it was held that the later amendment in 

point of time controlled. In the case at bar, on the contrary, each of the amendatory acts has a 

separate and distinct purpose, the only conflict being that which results from a repetition in the 

https://law.justia.com/cases/illinois/supreme-court/1952/32433-5.html
https://law.justia.com/cases/illinois/supreme-court/1952/32433-5.html


later acts of language in section 43 as it existed prior to 1959. In *400 rejecting a contention 

similar to the present one, this court in the Fleetwood case explained the cause of the problem 

as follows: "Section 13 of article IV of the Illinois constitution requires that when an existing 

statute is to be amended `the section amended, shall be inserted at length in the new act.' So 

each bill which proposes to amend an existing statute must include not only the language 

necessary to effect the desired change, but must also repeat all the other provisions of the 

section being amended, even though they have no direct bearing upon the subject matter of the 

amendment. And when, as has frequently happened, two unrelated amendments to the same 

section are adopted at a single session of the General Assembly, the repetition in each bill of 

those provisions of the existing law which that particular bill does not propose to change will 

give rise to a surface inconsistency." The repetition in House Bill 295 and Senate Bill 868 of 

language in section 43 as it existed when the present bills were introduced indicates an intention 

to comply with the constitutional requirement, rather than an intention to repeal the new 

amendment made by Senate Bill 368, and each of the amendments is to be given effect. 

The principal objection is that the assessment scheme effected by Senate Bill 368 violates the 

uniformity requirement of article IX of the constitution. Plaintiff argues that because of 

fluctuation in real-estate values, properties in assessment districts other than the one for which 

the quadrennial assessment is being made will in all probability be assessed at values either 

lower or higher than those upon which the current assesment is based. Thus in 1963, for 

example, real estate in district No. 3 (which includes plaintiff's property) will be taxed on its 

assessed value as of that year, whereas similar properties in district No. 1 will be taxed on the 

basis of a 1961 assessment, and in district No. 2 on the basis of a 1962 assesment. It is insisted 

that because the fair cash value of real estate varies from year *401 to year the assessment of 

similar property located in another assessment district having a different quadrennial 

assessment year will be higher or lower than that of plaintiff's property, resulting in an inequality 

of assessment within the same taxing district. 

Uniformity in taxation, as required by the constitution, implies equality in the burden of taxation, 

and this equality in burden cannot exist without uniformity in the basis of assessment as well as 

in the rate of taxation. (Bistor v. McDonough, 348 Ill. 624.) The rule of uniformity requires an 

equality of taxation in proportion to the value of the property taxed. It prohibits the taxation of 

one kind of property within the taxing district at one value while the same kind of property in the 

same district for taxation purposes is valued at either a grossly less value or a grossly higher 

value. People ex rel. Wangelin v. Gillespie, 358 Ill. 40. 

Within this constitutional limitation, however, the General Assembly has the power to determine 

the method by which property may be valued for tax purposes. (See Anderson v. City of Park 

Ridge, 396 Ill. 235, 244.) The constitutional provision for uniformity does not require that 

property be assessed on any particular day or on the same day (Heidenway v. Harding, 336 Ill. 

606, 614); nor does it call for a mathematical equality. The requirement is satisfied if the intent is 

evident to adjust the burden with a reasonable degree of uniformity and if such is the effect of 

the statute in its general operation. A practical uniformity, rather than an absolute one, is the 

test. Crozer v. People ex rel. Hanberg, 206 Ill. 464; 51 Am. Jur. 202, Taxation, sec. 152. 



When the system provided by Senate Bill 368 is so tested, it is evident that no violence is done to 

the requirement of uniformity. Plaintiff's argument based on fluctuation in real-estate values 

between the different quadrennial assessment years fails to show such a gross inequality as 

*402 to render the act void. There is not necessarily a substantial discrepancy between real-

estate values in one year and those in another, nor is there any evidence in the present record 

showing that by virtue of the present statute the plaintiff's property is in fact assessed higher 

than similar property in another assessment district. This court has recognized that real estate is 

not generally subject to extreme fluctuations in value over a period of four years. (Crozer v. 

People ex rel. Hanberg, 206 Ill. 464, 470); and in any event it is hardly a fact, of such common 

knowledge that a court will take judicial notice, that real-estate values always fluctuate materially 

during such period. It cannot be said, therefore, that the system of staggered assessment years 

provided by Senate Bill 368 inherently leads to a lack of substantial uniformity. On the contrary, 

it is obviously intended as a practical plan, designed to ensure an approximate equality in the 

burden of taxation throughout the taxing district. Furthermore, under section 146 and 148a of 

the Revenue Act of 1939, as amended in 1959, the Department of Revenue is directed to 

equalize assessments by assessment districts, in a county having 500,000 inhabitants or more. 

(Ill. Rev. Stat. 1959, chap. 120, pars. 627 and 629a.) Means are thus provided whereby 

discrepancies in valuation as between different districts can be removed. 

The provisions of Senate Bill 368 disclose no attempt to systematically depart from the 

standards of uniformity and equality required by the law. There is no doubt that in the adoption 

of such act the General Assembly was attempting to solve the serious administrative problem 

created by the necessity to complete a timely assessment of the many parcels of real estate in 

Cook County within the same quadrennial year. The record in the case at bar indicates that 

under the present system the time required in making the quadrennial assessment and hearing 

complaints is not sufficient to allow the work to be done efficiently; that the assessor is obliged 

to recruit a large force of extra *403 employees during this period, many of whom are 

inexperienced; that delays result which costs the municipal bodies in Cook County large sums of 

money in interest on tax warrants to finance operations during the delays; and that the 

difficulties presently encountered will be obviated by staggering the quadrennial assessment 

years in the manner provided by Senate Bill 368. The particular method of ascertaining values 

for assessment purposes is a matter to be worked out under legislative authority; and unless the 

method adopted produces a gross inequality, the courts will not interfere. 

Legislation dividing counties into several districts for assessment purposes, and providing for 

staggered assessment years, has been held valid in other States, over constitutional objections 

similar to those raised by the plaintiff in the case at bar. Thus in Rogan v. County Commissioners 

of Calvert County, 194 Md. 299, 71 A.2d 47, a Maryland statute enacted in 1943 directed a State 

tax revision commission, after consultation with local assessing authorities, to establish five 

districts or five classes of property in each county, and to require that the property in one of 

such districts or classes be reassessed each year in rotation. Five districts were accordingly 

established in Calvert County, and in other counties, the first district in Calvert County to be 

reviewed in 1944, the second district in 1945, the third district in 1946, the fourth district in 1947, 

and the fifth district in 1948. In mandamus proceedings to compel the county commissioners to 



review and reassess property in the first assessment district, defendants contended that the use 

of 1944 prices as a standard of value would violate the constitutional rights of taxpayers in the 

first district until reassessments were made in the second, third, fourth and fifth districts, where 

properties were assessed according to 1941-1942 market prices. In rejecting the contention the 

court pointed out that "perfect uniformity in assessments is impossible" (71 A.2d at 52), and 

further declared: *404 "We specifically hold that the method of assessessment prescribed by the 

Maryland statute, by which a County is divided into five districts, and the assessments are 

reviewed in one district each year, so that all assessments in the County will be reviewed during 

the period of five years, does not violate the Fourteenth Amendment of the Federal Constitution, 

provided that there is no intentional and arbitrary discrimination. The fact that the review by 

rotation is merely partial and temporary tends to show lack of intention to discriminate." 71 A.2d 

at 51. 

In Hamilton v. Adkins, 250 Ala. 557, 35 So. 2d 183, a plan was upheld whereby a county was 

divided into four districts and the assessments were reviewed and equalized in only one district 

at a time, so that four years would elapse before all assessments in all districts could be 

reviewed and equalized. In holding that the scheme did not violate a constitutional command 

that taxes on property "shall be assessed in exact proportion to the value of such property," the 

court observed that such requirements "are aimed at securing a practical and common sense 

equality in taxation. Exact equality is not to be expected nor is it required." (35 So. 2d at 188.) In 

the case at bar we conclude that a practical and common-sense equality is likewise maintained 

under the provisions of Senate Bill 368, and that no violation has been shown, either of the 

uniformity principle in the Illinois constitution or of the equal protection clause in the United 

States constitution. 

Plaintiff further complains that since the plan of Senate Bill 368 applies in effect only to Cook 

County, it constitutes a local or special law prohibited under section 22 of article IV of the Illinois 

constitution. This contention must also be rejected. The controlling rules are well settled, and it 

is unnecessary to discuss the many decisions applying them. Classification on the basis of 

population is not objectionable where there is a reasonable basis therefor in view of the object 

and purposes to be accomplished by the legislation; *405 and such an act is not local or special 

merely because it operates in only one place, if that is where the conditions necessary to its 

operation exist. (People ex rel. Moshier v. City of Springfield, 370 Ill. 541; People ex rel. 

Lindheimer v. Schweitzer, 369 Ill. 355; People v. City of Chicago, 349 Ill. 304; Mathews v. City of 

Chicago, 342 Ill. 120.) It is evident in the case at bar that a reasonable basis exists for the 

distinction. Densely populated counties contain a great number of parcels of real estate to be 

assessed, and present problems of complexity and detail not encountered in more sparsely 

populated counties. Clearly the time and work required in completing a quadrennial assessment 

is much greater; and it is not unreasonable to conclude that a division into districts, each having 

a separate quadrennial assessment year, is necessary for the proper discharge of such duties in 

counties having a population of 500,000 or more, but not necessary in counties of less 

population. The classification is based upon a rational difference of situation or condition, and is 

not subject to the constitutional infirmity urged by plaintiff. 



It is next contended that Senate Bill 868, which amends certain sections of the Revenue Act of 

1939 by changing the assessment date for real estate to January 1, is in conflict with the 

provisions of Senate Bill 368 and House Bill 295 because the latter two bills recite or retain the 

April 1 assessment date, and that the former law should therefore remain unaffected. This 

contention is similar to plaintiff's first contention discussed above, and for the reasons already 

stated is without merit. When the amendments are read together, in the light of the necessity to 

repeat in each bill provisions of existing law which that particular bill is not designed to change, 

it is readily apparent that no irreconcilable conflict exists. 

The final contention is that the amendment made by Senate Bill 868 is unconstitutional because 

the assessment and lien date was changed only as to real estate, leaving *406 April 1 as the 

assessment date for personal property. The argument is based upon the factor of fluctuation in 

market values, and it is urged that the different assessment dates for the two classes of property 

results in a lack of uniformity and equality. The contention is answered, a fortiori, by what we 

have said herein with reference to the constitutionality of Senate Bill 368. In any event it has long 

been settled that uniformity requirements are not violated by statutes providing for the 

valuation of real estate on one date and the valuation of personal property on another. (Thomas 

v. Gay, 169 U.S. 264, 42 L. Ed. 740; Worton v. City of Paducah, 123 Ky. 44, 93 S.W. 617.) Whether 

one class of property is to be assessed on a different day than is another class, and whether 

January 1, April 1 or some other date is appropriate for valuation of a particular kind of property, 

are matters of legislative discretion, and the designations or selections are presumed to have 

reasons in special facts known to the General Assembly. 

We conclude that no conflict has been shown in the amendments questioned, and that none has 

been shown to be unconstitutional or void. The judgment of the circuit court is correct and it is 

hereby affirmed. 

Judgment affirmed. 
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We consider whether the Illinois Property Tax
Appeal Board (PTAB) violated its rules when it
considered an appraisal report dated two years
earlier than the date of assessment at issue. We
conclude that consideration of the appraisal report
does not violate PTAB rules. Further, PTAB's
order adjusting assessed value is not against the
manifest weight of the evidence. We affirm.

Sears, Roebuck and Company (Sears) owns three
parcels of property in Cook County. In 1997, the
Cook County assessor's office determined that the
parcels had a fair market value of $11,398,021.
Sears filed an unsuccessful appeal of the fair
market valuation with the Cook County Board of

Review (Board of Review). Sears appealed the
Board of Review's decision to PTAB. Sears
submitted an appraisal report dated January 1,
1995, in support of the appeal. The report
concluded that the fair market value of the
property was $7,500,000.

The Board of Review submitted a valuation report
generated by the Cook County assessor that
assigned an $11,400,000 fair market value as of
January 1, 1997. Documents relating to the Cook
County classification ordinance (Cook County
Real Property Assessment Classification
Ordinance, No. 80-0-14 (amended November 6,
1997)), and the use of sales ratio studies were also
submitted.

Robert Herman, author of the 1995 appraisal
report, testified for Sears. Herman testified that his
report considered the three traditional approaches
to value: (1) cost; (2) income capitalization; and
(3) sales comparison. Herman explained how he
calculated fair market value under each approach.
Herman said he calculated $7,810,000 under the 
*58  cost approach, $7,250,000 under the income
approach, and $7,460,000 under the sales
comparison approach. These values were
reconciled to reach a fair market value estimate of
$7,500,000. Herman testified that he inspected the
property on March 1, 2000, and found no
significant changes. Herman also said that,
because 1995 was the triennial assessment year,
the market determination for 1995 would be
relevant for the assessment period, which included
1995, 1996 and 1997.

58
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Cook County presented no testimony and relied on
a valuation report generated by the assessor's
office. The report was prepared by an employee
who did not inspect the property. The report
addressed only the income and sales approach but
did not include the cost approach and concluded
that the fair market value of the property was
$11,400,000. No witnesses testified for Cook
County.

Gary Battuello testified on rebuttal for Sears.
Battuello is a partner in a real estate appraisal and
consulting firm. Battuello reviewed the assessor's
valuation report and concluded that the report was
incomplete, inconsistent and relied on inadequate
or misstated facts. Battuello also criticized the
comparables used, finding them incompatible to
the Sears property. Battuello said that the report's
conclusions were unreliable.

PTAB found that the date of assessment at issue
was January 1, 1997, and that the triennial
assessment date was January 1, 1995. PTAB
concluded that Sears established that the property
was overassessed. PTAB noted that the best
evidence of value was presented by Sears and
accorded little weight to the valuation report.
PTAB concluded that, based on the evidence, the
property had a market value of $7,500,000. The
assessed value of the property was reduced from
$3,903,701 to $2,584,187. Cook County appealed.

PTAB decisions are subject to direct appellate
review where, as here, a change in assessed
valuation of $300,000 or more is sought. 35 ILCS
200/16-195 (West 2000). Our review is in
accordance with Administrative Review Law (
735 ILCS 5/3-101 et seq. (West 2000)). 35 ILCS
200/16-195 (West 2000); Oregon Community Unit
School District No. 220 v. Property Tax Appeal
Board, 285 Ill. App. 3d 170, 674 N.E.2d 129
(1996).

Cook County first argues that PTAB violated its
own rules when it accepted and relied on a 1995
appraisal to determine fair market value for 1997.

The scope of PTAB's power and authority is a
question of law we review de novo. Geneva
Community Unit School District No. 304 v.
Property Tax Appeal Board, 296 Ill. App. 3d 630,
633, 695 N.E.2d 561 (1998). *5959

The contesting party bears the burden of providing
"substantive, documentary evidence or legal
argument sufficient to challenge the correctness of
the assessment" in a PTAB appeal. 86 Ill. Adm.
Code § 1910.63(b) (Conway Greene CD-ROM
2002). Cook County contends that this burden
requires a contesting party to submit an appraisal
as of the date of assessment at issue. We disagree.

Section 1910.65(c) reads:

"(c) Proof of the market value of the
subject property may consist of the
following:

(1) an appraisal of the subject property as
of the assessment date at issue;

(2) a recent sale of the subject property;

(3) documentation evidencing the cost of
construction of the subject property
including the cost of the land and the value
of any labor provided by the owner if the
date of construction is proximate to the
assessment date; or

(4) documentation of not fewer than three
recent sales of suggested comparable
properties together with documentation of
the similarity, proximity and lack of
distinguishing characteristics of the sales
comparables to the subject property." 86
Ill. Adm. Code § 1910.65(c) (Conway
Greene CD-ROM 2002).

Cook County's argument is based on a misreading
of this rule. There is no requirement that a
taxpayer must submit a particular type of proof in
support of an appeal. The rule instead sets out the
types of proof that may be submitted. Legislative
use of the word "may" is construed as permissive,
not mandatory. In re Marriage of Freeman, 106
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Ill. 2d 290, 298, 478 N.E.2d 326 (1985). Clear and
unambiguous regulatory provisions will be applied
as written. We will not read into them exceptions,
limitations or conditions not originally intended.
Davis v. Toshiba Machine Co., America, 186 Ill.
2d 181, 184-85, 710 N.E.2d 399 (1999). Whether
a two-year old appraisal is "substantive,
documentary evidence" of a property's value goes
to the weight of the evidence, not its admissibility.
See Department of Transportation v. Zabel, 47 Ill.
App. 3d 1049, 1052, 362 N.E.2d 877 (1977)
(whether a six-month-old appraisal is sufficient to
establish value is for the trier of fact to consider in
weighing the evidence). Cook County's arguments
relating to the weaknesses of a two-year-old
appraisal underscore our conclusion. PTAB did
not violate its rules in considering a 1995
appraisal report to determine fair market value in
1997.

Cook County next argues that PTAB's fair market
value determination was against the manifest
weight of the evidence.

An administrative agency decision will be set
aside only when it *60  is against the manifest
weight of the evidence. Kankakee County Board
of Review v. Property Tax Appeal Board, 131 Ill.
2d 1, 10, 544 N.E.2d 762 (1989). A decision fairly
supported by competent evidence in the record
will be sustained on review. Illini Country Club v.
Property Tax Appeal Board, 263 Ill. App. 3d 410,
417, 635 N.E.2d 1347 (1994).

60

Cook County claims that PTAB should have given
little or no weight to the 1995 appraisal. Cook
County contends that the value assigned in 1995
was not connected to 1997 market conditions,
making the 1995 value unreliable. This argument
amounts to a difference of opinion as to the cash
value of the property — a dispute in which we will
not interfere. Kankakee, 131 Ill. 2d at 14; Edward
Rose Building Co. v. Property Tax Appeal Board,
216 Ill. App.3d 1063, 1065-66, 576 N.E.2d 572
(1991). The argument also overlooks the quantity
of evidence supporting PTAB's decision.

Sears' appraisal report was supplemented by the
author's live testimony. Herman explained his
valuation approaches in detail and set out how he
calculated the property value in 1995. Herman
then testified that he inspected the property in
1997 and noticed no significant changes that
would affect property value.

By contrast, Cook County presented no witness
testimony and relied solely on a 1997 valuation
report drafted by a person who had not inspected
the property. Sears rebutted this evidence with
testimony by Battuello. Battuello criticized the
valuation report, finding it inaccurate and based on
numerous misstatements. Battuello also noted that
the report was incomplete, having considered only
two of the three valuation approaches. Battuello
also noted that the comparables listed were not
compatible with the property and yielded an
inaccurate comparison. PTAB's finding that the
1995 appraisal report was superior to the 1997
valuation report generated by the assessor's office
was not against the manifest weight of the
evidence under this record.

Differences of opinion as to appraised valuations
will not be the basis for reversing an assessment.
Robinson v. Property Tax Appeal Board, 72 Ill.
App. 3d 155, 157, 390 N.E.2d 942 (1979). The
fact that reasonable minds differ as to the value
does not make a decision against the manifest
weight of the evidence. Board of Review v. Illinois
Property Tax Appeal Board, 104 Ill. App. 3d 859,
863-64, 433 N.E.2d 692 (1982). PTAB's decision
assigning a corrected fair market value of
$7,500,00 and reducing the assessed value to
$2,548,187 is affirmed.

Affirmed.

McBRIDE, P.J., and GREIMAN, J., concur. *6161
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This appeal arises from an administrative proceeding involving a property tax assessment before the 
Cook County Board of Review (BOR). The respondent-taxpayer, Omni Chicago, filed a complaint with 
the petitioner, the BOR, alleging that its property had been overassessed in 1998.   After reviewing 
Omni's complaint, the BOR refused to reduce the assessment.   Omni appealed to the Illinois 
Property Tax Appeal Board (PTAB).   The PTAB conducted a hearing and reduced the valuation of 
property from $48,296,794 to $43,250,000.   The PTAB relied on Omni's appraisal of the property, 
which focused on the income approach to property valuation, to establish market value.   The BOR 
appeals that decision, arguing the method of valuation adopted by the PTAB was improper as a 
matter of law because (1) it excluded the sales comparison approach, and (2) it utilized a vague and 
expanded definition of market value based on a hypothetical model with no basis in fact or law.   
Because we agree with the BOR's first argument, which we find dispositive, we reverse and remand. 

BACKGROUND 

Omni Chicago is the owner of real property located at 676 North Michigan Avenue in Chicago.   The 
subject property consists of a 17,550-square-foot land parcel improved with an 8-year-old, 40-story, 
mixed-use commercial building, containing approximately 485,000 square feet of building area.   The 
building is composed of three distinct areas:  (1) 139,193 square feet of office space;  (2) 276,408 
square feet of hotel space;  and (3) 24,680 square feet of retail space.   The subject property had a 
zoning classification unique in the City of Chicago;  it was zoned “planned development 428.” 

For taxyear 1998, the Cook County assessor issued an assessment for the subject property of 
$18,352,782.   This tax liability, which was leveled at 38% for commercial property, reflected a market 
value of $48,296,794.   Omni appealed both the market value determination and the assessment 
level to the PTAB. Omni alleged that the market value was overstated and that the correct market 
value was $43,250,000. 

At a hearing before the PTAB, Omni introduced a written appraisal by Arthur J. Murphy, Sr., of Urban 
Real Estate Re- search Inc., which valued the subject property at $43,250,000 as of January 1, 1998.   
Murphy testified that the subject property was appraised as a fee simple estate, and he opined that it 
was being used for its highest and best use.   Murphy testified that although he considered all three 
of the classic approaches to value the subject property, he found neither the cost nor the sales 
comparison approach was appropriate.   Concerning the cost approach, Murphy testified that due to 



the unique character of the building, adjustments in that approach would be too subjective.   He did 
not employ the sales comparison approach because there had been no sales of properties similar to 
the subject property within the Chicago area with which to make a meaningful comparison.   Murphy, 
therefore, relied on the income approach to value the subject property. 

Under the income approach, Murphy identified three profit centers within the subject property:  (1) the 
office space;  (2) the hotel;  and (3) the retail space.   To estimate the value of the office space, 
Murphy used historic office space rentals of four buildings located in close proximity to the subject 
property.   The four buildings contained between 250,000 and 500,000 square feet of office space 
and ranged in age from 33 to 78 years old.   Using rental information from the four previous years, 
Murphy established a range of $19 to $37 per square foot effective gross rent.   Due to the quality of 
the subject property, Murphy stabilized the base rent at $25.50 per square foot.   Other income was 
stabilized at $0.20 per square foot for a total of $27,839.   After analyzing the competing market, 
Murphy estimated a vacancy and credit loss of 10.1%, which was stabilized at 10%.   These 
calculations resulted in an effective gross income (EGI) for the subject property's office space of 
$3,222,318, or $23.15 per square foot. 

Murphy then ascertained allowable expenses at $1,501,197, or $10.79 per square foot, by utilizing a 
1997 report from the Building Owners and Managers Association International (BOMA) and other 
market data.   Murphy testified that the actual expenses incurred by the subject property's office 
space were higher than his estimate.   Murphy deducted the total expenses from the EGI for a net 
operating income (NOI) of $1,721,121, or $12.37 per square foot of net rentable area. 

Murphy developed an overall capitalization rate of 17.2%. Based on recent sales of office buildings in 
the market and numerous published sources, Murphy estimated an overall rate of 10% for the office 
space and a tax load of 7.2%, for a total rate of 17.2%. He then estimated the market value of the 
office space at $71.89 per square foot, or $10 million rounded. 

Murphy employed similar methods to estimate the market value of the hotel area.   He stabilized 
four income streams for the hotel that totaled $24,335,989:  (1) the hotel rooms at $17,785,989;  (2) 
food and beverages at $4,450,000;  (3) telecommunications at $1 million;  and (4) miscellaneous 
revenues at $1.1 million.   Total expenses were stabilized at $15,290,566.   In addition, $3,438,199 
was deducted for reserves for the replacement or return of furniture, fixtures, and equipment, 
resulting in an estimated NOI of $5,307,224.   Murphy utilized an overall capitalization rate of 17.7% 
and estimated a total value for the hotel area of $86,398 per room, or $29,980,000 rounded. 

To estimate the value of the retail space, Murphy prepared a separate, limited-scope appraisal, which 
used a different methodology.   Murphy developed a model that represented an upscale shopping 
area that surrounded the subject property.   Murphy treated this shopping area as a super-regional 
mall with each retailer dependent on the others for consumer traffic.   He explained that as with 
existing super-regional malls, anchor stores would pay lower rent per square foot than specialty 
stores.   Murphy's model contained 300,000 square feet devoted to anchor stores and 310,000 
square feet devoted to speciality stores.   Utilizing rental information from nine buildings containing 
retail space and located in the subject property's general area, Murphy concluded that the lessor of 
the mall would rent the anchor space for $9.50 per square foot and would rent space for the 
speciality stores at $60 per square foot.   Based on these numbers, Murphy prepared a traditional 
income approach to market value. 

Murphy attributed a total EGI to the model of $34,870,000, or $57.16 per square foot.   He deducted 
a vacancy and collection loss of 10%.   He also deducted operating expenses, personal property, 



lease up and build out costs, replacements for reserves, and business value resulting in an NOI before 
debt services of $17,786,180, or $29.16 per square foot.   With a total capitalization rate of 16.7%, 
Murphy estimated that the model mall had an estimated value of $106,504,072, or $174.60 per 
square foot.   Murphy then converted the model to a market value attributable to the subject 
property, but he discounted the basement area because it could not be used for public space.   
Murphy's final estimate of market value for the retail space was $3,270,000 rounded. 

After reconciling the value of each section, Murphy opined that the subject property's total indicated 
market value as of January 1, 1998, was $43,250,000. 

At the conclusion of Murphy's testimony, the BOR moved for a directed finding, arguing that the 
limited scope of Murphy's appraisal and his reliance on the income approach was insufficient to 
establish market value.   The PTAB denied the motion. 

The BOR presented testimony of James Frommeyer, who prepared a summary appraisal report.   
Frommeyer prepared the report when he was employed by the Cook County assessor's office and 
opined that the subject property's fair market value as of January 1, 1998, was $68 million.   
Frommeyer did not personally inspect the subject property, but he relied on descriptive information 
from an independent 1994 appraisal, information from Omni Chicago's web site and other records 
and reports archived with the BOR and county assessor. 

Frommeyer testified that he utilized all three traditional approaches to value.   Under the cost 
approach, Frommeyer analyzed the sales of 18 properties ranging in size from 8,424 to 108,216 
square feet that took place between May 1996 and July 1999.   Although the properties were not 
located in the same “high-end locale” as the subject property, they were located in comparable high-
end areas. The sale prices for the 18 properties ranged from $3 million to $55,900,000, or between 
$206.67 and $972.62 per square foot.   After examining the sales and adjustments for size, location, 
and utility, Frommeyer estimated a figure of $500 per square foot of land area, or $8,775,000.   
Frommeyer then used Marshall & Swift's Commercial Estimator as a basis for a replacement cost 
new and estimated the market value of the subject property of $69,325,000. 

Under the sales approach, Frommeyer analyzed each area (hotel, retail, and office space) 
independently.   Although he identified 12 hotels that sold between April 1987 and September 1999, 
he relied on three sales that sold between January 1997 and December 1998 for $46 million, $56.9 
million, and $90.5 million.   The hotels were built in 1972, 1974, and 1988 respective to their sale 
prices and ranged in size from 184,250 to 368,800 square feet with 341 to 500 rooms.   Frommeyer 
made adjustments for size, age, location, and condition and estimated the sale price per year for each 
room of $134,897, $113,800, and $141,509.   He then utilized a figure of $120,000 per room for the 
subject property's 347 rooms, estimating a total market value of $41,640,000 for the hotel area of the 
subject property. 

Concerning the retail space, Frommeyer examined 15 retail sales in Chicago, but focused on four that 
were located near the subject property.   These retail spaces sold for between $5.4 million and $30.5 
million, or $306.07 to $677.78 per square foot.   After making adjustments for location, size, age, and 
condition, Frommeyer utilized a gross square footage for the retail area of the subject property of 
28,875 square feet with a value of $210 per square foot for a total value of $6,063,750.   He also 
used a net rentable area of 24,680 square feet and a unit value of $235 for an indicated value of 
$5,700,800.   After reconciling these numbers, Frommeyer testified that the total market value for the 
retail space was $5.8 million. 



For the office space, Frommeyer identified seven sales of multitenant office buildings in Chicago and 
relied on three of them that were sold between April 1998 and June 1999 for prices ranging from $98 
million to $133,240,000.   Although he could not specifically recall the details of the adjustments, he 
testified that adjustments for location, size, age, and condition were made.   Based on that 
information, Frommeyer opined that the unit value of the subject property was $125 per square foot 
of gross building area for a market value of $20,400,000.   He then utilized a unit value for the 
subject property of $150 per square foot of net rentable area based for a market value of 
$20,500,000.   He reconciled these totals and opined that the market value of the office space was 
$20,500,000.   The three areas combined for a total market value of $68 million. 

Frommeyer based his income approach on the subject property's income and expenses for 1994 and 
1995 and a forecast of the subject property's 1996 income and expenses.   Frommeyer gathered this 
information from an attorney's brief from a previous assessment and a 1994 appraisal filed with the 
county assessor.   He also utilized numerous industry reports. 

Concerning the hotel area, Frommeyer testified that it had an NOI of $7,761,097, to which he applied a 
loaded capitalization rate of 18.6%, for a total value of $41,730,000.   Frommeyer combined the 
office and retail area and developed two market values.   He opined that the office and retail space 
had an NOI of $4,426,495.   He applied a 16.85% loaded capitalization rate for a total value of 
$26,270,000.   Frommeyer also used a stabilized net income of $3,050,000, deducted at a 10% 
vacancy and collection loss, to which he applied a partially loaded capitalization rate of 10.23%, 
resulting in a total value of $26,820,000.   He reconciled these two methods for a total market value 
of $26,270,000. 

Frommeyer testified that he gave equal weight to the sales comparison and income approach, 
although the scales tipped slightly to the income approach.   His final opinion was that the subject 
had a total market value of $68 million as of January 1, 1998. 

Omni called Anthony Uzemack as a rebuttal witness.   Uzemack completed a technical review of 
Frommeyer's appraisal report to determine the accuracy and appropriateness of his conclusions.   
Uzemack opined that Frommeyer's summary appraisal was not actually an appraisal under standards 
promulgated by the Uniform Standards of Professional Appraisal Practice (USPAP), but it was merely 
a report.   He testified that the report was too brief, lacked substance, had no support material for 
the opinions, and lacked explanation of how the appraiser arrived at his conclusions.   In Uzemack's 
opinion, the report was unreliable. 

On cross-examination, Uzemack testified that, in his opinion, it would be a “critical problem” if an 
appraiser omitted the sales comparison approach for the subject property. 

The PTAB found that the subject property was unique in the Cook County market and that, when it 
considered all three traditional approaches, the scale weighed toward the income approach.   The 
PTAB found that the best evidence to estimate the subject property's market value was the 
testimony, data and analysis contained in the income approach to value performed by Murphy on 
behalf of Omni.   On the other hand, the PTAB found that the BOR's evidence, and in particular 
Frommeyer's appraisal, was “very weak” and without explanations of methodologies or supporting 
documentation.   Thus, the PTAB accepted Omni's market value of $43,250,000, as of January 1, 
1998.   It applied the 38% assessment as originally set (the assessment level is no longer 
challenged), for a total assessment of $16,435,000.   This appeal followed. 

ANALYSIS 



The BOR presents two issues for review.   The BOR first contends:  “The method of valuation 
adopted by the PTAB, which excluded the sales comparison approach to value, was improper as a 
matter of law.”   In response to the BOR's contention that this issue raises a question of law, Omni 
responds that the PTAB merely placed “more weight on [Mr.] Murphy's appraisal” and, therefore, is 
neither contrary to law nor against the manifest weight of the evidence.   The PTAB responds its 
“decision as to market value is not against the manifest weight of the evidence.” 

In addition, the BOR argues that the PTAB, in accepting certain premises underlying Mr. Murphy's 
appraisal, improperly utilized a vague and expanded definition of market value based on a 
hypothetical model with no basis in fact or law.   According to the BOR, the Urban appraisal 
expanded the definition of market value for the subject property to include three “new requirements”: 
 the property must (1) meet all debt service requirements;  (2) generate enough cash to maintain and 
repair the physical plant;  and (3) provide sufficient net operating income to “allow a reasonable 
annual cash equity return.”   According to the BOR, the hypothetical model “assumed that the subject 
retail space was part of a * * * ‘horizontal mall’ comprised of other separately owned and operated 
retail facilities located along Michigan Avenue.”   The PTAB presents no direct response to the BOR's 
second issue.   Omni responds that the reliability of “Mr. Murphy's definition of market value and his 
hypothetical model” were within the purview of the PTAB's factual determinations and therefore not 
subject to de novo review by this court as a question of law. 

I. Standard of Review 

Because we find the first issue presented by the BOR dispositive of the appeal, we limit our 
determination of the standard of review to that issue. 

The disagreement between the parties regarding the applicable standard of review stems from their 
disagreement about the actual issue on appeal.   The BOR, as appellant, challenges the method of 
valuation utilized by the PTAB, which it contends is a question of law.   Omni and the PTAB, as 
appellees, seek to turn our review into one of assessing the competing evidence and, as such, this 
court's review would be limited to determining whether the PTAB's decision was against the manifest 
weight of the evidence.   We agree with the BOR;  the initial issue before us concerns the method of 
valuation utilized by the PTAB to reduce the valuation of the Omni property and, as such, presents a 
question of law. 

 As our supreme court stated in addressing a similar challenge:  “[W]e are not charged with the 
responsibility of determining the market value of the subject property.   Rather, the central question 
before us is whether the PTAB's decision to reduce petitioner's tax assessments for the [1998] tax 
year [ ] was correct.   The determination turns on whether petitioner employed a proper valuation 
method in assessing the subject property.”   Kankakee County Board of Review v. Property Tax 
Appeal Board, 226 Ill.2d 36, 50, 312 Ill.Dec. 638, 871 N.E.2d 38 (2007).   While our analysis does not 
begin with a question of statutory construction as the supreme court's analysis did in Kankakee 
County Board of Review, the bottom-line issue is the same:  “[W]hether the PTAB considered 
appraisals that utilized the proper methodology for the valuation of the subject property.   This, too, 
is a legal question to be reviewed de novo.  Kankakee County Board of Review v. Property Tax 
Appeal Board, 131 Ill.2d 1, 14[, 136 Ill.Dec. 76, 544 N.E.2d 762] (1989).   See also United Airlines, Inc. 
v. Pappas, 348 Ill.App.3d 563, 569[, 284 Ill.Dec. 169, 809 N.E.2d 735] (2004) (‘This appeal requires us 
to examine the appropriateness of the valuation methodology used by taxpayer's expert in valuing the 
leasehold interest to support its objection to the leasehold's assessed value.  * * * Therefore, our 
standard of review relating to the question of law at issue in this appeal is de novo’);  Board of Review 
v. Property Tax Appeal Board, 304 Ill.App.3d 535, 538[, 238 Ill.Dec. 118, 710 N.E.2d 915] (1999) ( 



‘Where the propriety of the method of valuation is challenged * * * the issue is one of law’).”  
Kankakee County Board of Review, 226 Ill.2d at 51, 312 Ill.Dec. 638, 871 N.E.2d 38. 

II. Market Value 

 “Illinois law requires that all real property ‘shall be valued at its fair cash value, estimated at the 
price it would bring at a fair, voluntary sale.’ ” Chrysler Corp. v. Property Tax Appeal Board, 69 
Ill.App.3d 207, 211, 25 Ill.Dec. 695, 387 N.E.2d 351 (1979), citing Ill.Rev.Stat.1971, ch. 120, par. 501.  
“Fair cash value is synonymous with fair market value.”  People ex rel. Korzen v. American Airlines, 
Inc., 39 Ill.2d 11, 18, 233 N.E.2d 568 (1967);  Walsh v. Property Tax Appeal Board, 181 Ill.2d 228, 230, 
229 Ill.Dec. 487, 692 N.E.2d 260 (1998).  “Market values generally are the standard to be used in 
valuing property for tax purposes.”   Consolidation Coal Co. v. Property Tax Appeal Board of the 
Department of Local Government Affairs, 29 Ill.App.3d 465, 470, 331 N.E.2d 122 (1975). 

 In the absence of a “contemporaneous sale between parties dealing at arm's length” that would be 
practically conclusive on the issue of market value, valuation methods are employed to estimate the 
property's fair market value.  Residential Real Estate Co. v. Property Tax Appeal Board, 188 Ill.App.3d 
232, 242, 135 Ill.Dec. 611, 543 N.E.2d 1358 (1989).   There are three basic valuation methods:  the 
comparison approach, the income approach, and the reproduction cost approach.  Chrysler Corp., 69 
Ill.App.3d at 211, 25 Ill.Dec. 695, 387 N.E.2d 351.   Generally, “[n]one of these methods * * * 
provides conclusive evidence of value but are only factors to be considered.”   Residential Real 
Estate Co., 188 Ill.App.3d at 243, 135 Ill.Dec. 611, 543 N.E.2d 1358.   Professional appraisals 
generally employ more than one method to determine valuation;  the use of more than one method in 
a single appraisal serves as a check on the value reached by the other method or methods.   See 
Willow Hill Grain, Inc. v. Property Tax Appeal Board, 187 Ill.App.3d 9, 12-13, 139 Ill.Dec. 865, 549 
N.E.2d 591 (1989) (appraisers for appellee and appellant sought to “check” replacement cost 
approach valuation “with that of actual sales transacted in the marketplace”).   In theory, the 
different valuation approaches should lead to the same value.  “As this may not be the case in 
practice, one of the duties of the professional appraiser is to weigh any disparate results in order to 
reach a determination that best reflects the total true value of the property.”  Chrysler Corp., 69 
Ill.App.3d at 211, 25 Ill.Dec. 695, 387 N.E.2d 351. 

III. Sales Comparison or Market Approach 

 In the absence of market value set by a contemporaneous arm's-length sale, “[t]he sales 
comparison approach * * * is the preferred method and should be used when market data [are] 
available.”  United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 169, 809 N.E.2d 735.   The sales 
approach is often referred to as the market approach because it relies on sales of comparable 
properties in the open market to reach a determination of the subject property's true value.   See 
Willow Hill Grain, Inc. v. Property Tax Appeal Board, 187 Ill.App.3d 9, 139 Ill.Dec. 865, 549 N.E.2d 591 
(1989) (sales comparison approach interchangeable with market approach). 

The existence of market data is central to the market approach valuation method.  United Airlines, 
348 Ill.App.3d at 572, 284 Ill.Dec. 169, 809 N.E.2d 735 (appraiser erred when he “failed to consider 
market data in calculating the appraised value” (emphasis added)).   Market data are sale prices of 
comparable properties to the subject property. 

 That we look first to market data to determine fair cash value is long established.  “What 
constitutes market value is a question of law, and is the price which the owner, if desirous of selling, 
would under ordinary circumstances surrounding the sale of property have sold the property for and 



what a person desirous of purchasing, but not compelled to purchase, would have paid for it.”  City 
of Chicago v. Farwell, 286 Ill. 415, 419, 121 N.E. 795 (1918).   In Farwell, the supreme court held there 
are few instances where the market value of property by sales comparison cannot be established.   
The exclusion of market valuation by sales comparison is limited to “property [that] is of such nature 
and applied to such special use that it cannot have a market value, such as a church, college, 
cemetery, club house, or terminal of a railroad.  [Citations.]”  (Emphasis added.)  Farwell, 286 Ill. at 
420, 121 N.E. 795. 

The exclusion of the sales comparison approach in a taxpayer's appraisal based on a claim of special 
use property has been addressed in several appellate court cases:  Chrysler Corp., 69 Ill.App.3d 207, 
25 Ill.Dec. 695, 387 N.E.2d 351, United Airlines, 348 Ill.App.3d 563, 284 Ill.Dec. 169, 809 N.E.2d 735, 
and Kendall County Board of Review v. Property Tax Appeal Board, 337 Ill.App.3d 735, 737-38, 272 
Ill.Dec. 548, 787 N.E.2d 363 (2003). 

In United Airlines, the appraisal presented on behalf of the taxpayer was challenged as fatally flawed 
because it “failed to consider available market data, [and therefore,] the appraisal should be 
insufficient to overcome the presumption that the assessment is correct as a matter of law.”  United 
Airlines, 348 Ill.App.3d at 570, 284 Ill.Dec. 169, 809 N.E.2d 735.   The taxpayer's appraisal did not use 
the sales comparison approach to estimate market value because, relying on our holding in Kendall 
County, “no evidence existed in the record indicating a reasonable actual or potential market for the 
property.”  United Airlines, 348 Ill.App.3d at 571, 284 Ill.Dec. 169, 809 N.E.2d 735.   The appraiser's 
explanation for the failure to consider market data was that “comparable leases sufficient to derive a 
market rent figure did not exist, [therefore he] used the cost approach to estimate market rent.”   
United Airlines, 348 Ill.App.3d at 570, 284 Ill.Dec. 169, 809 N.E.2d 735.   The taxpayer argued that its 
appraiser properly used the reproduction costs valuation method because “no market value can be 
determined.”  United Airlines, 348 Ill.App.3d at 571, 284 Ill.Dec. 169, 809 N.E.2d 735.   The taxpayer 
relied on Kendall County, 337 Ill.App.3d at 737-38, 272 Ill.Dec. 548, 787 N.E.2d 363, where we found 
the record was “devoid” of any market for the subject telecommunications facility built in an 
agricultural zone but not salable as a telecommunications center, for its contention that no sales 
comparison data need be presented so that it was proper to rely solely on the “cost approach.” 

In United Airlines, we rejected the comparison of terminal baggage space to an outdated 
telecommunications facility, built under a special permit, for purposes of determining whether market 
data existed.  “We agree with collector that [the taxpayer's appraiser] erred in failing to consider 
market data in calculating the appraised value of the leasehold interest.   We are unpersuaded by 
taxpayer's contention that the leasehold interest related to special purpose property for which no 
market exists.  * * * The key criterion in determining whether property is special purpose property 
is ‘whether the property is in fact so unique as to not be salable, not what factors might or might not 
make it so unique.’ ” United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 169, 809 N.E.2d 735, quoting 
Chrysler Corp., 69 Ill.App.3d at 213, 25 Ill.Dec. 695, 387 N.E.2d 351. 

We acknowledged that “the rental of an airport terminal may be considered property of special use; 
 [however,] we are not persuaded that the lease of such property is ‘so unique as to not be salable.’ ” 
United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 169, 809 N.E.2d 735, quoting Chrysler Corp., 69 
Ill.App.3d at 213, 25 Ill.Dec. 695, 387 N.E.2d 351.   We took note that “[t]he airline industry consists of 
a multitude of airlines, many of which would likely eagerly pursue available terminal space at what 
has been known as the world's busiest airport.”  United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 
169, 809 N.E.2d 735. 



In Chrysler Corp., the Second District rejected the school unit's claim that massive size of the Chrysler 
plant warranted the plant be characterized as “special purpose property” so that market value could 
be determined by the reproduction cost approach alone because of “insufficient evidence of market 
values.”  Chrysler Corp., 69 Ill.App.3d at 211-12, 25 Ill.Dec. 695, 387 N.E.2d 351.   The school unit's 
appraiser calculated the market value at $61 million, relying exclusively on the reproduction cost 
approach.  Chrysler Corp., 69 Ill.App.3d at 210, 25 Ill.Dec. 695, 387 N.E.2d 351.   The appraiser for 
Chrysler relied on two different methods of valuation, the reproduction cost and the comparable 
sales, in reaching a final market value of $23 million.  Chrysler Corp., 69 Ill.App.3d at 209, 25 Ill.Dec. 
695, 387 N.E.2d 351.   The PTAB, based primarily on the appraisal submitted by the school unit, set 
the market value at $56 million.  Chrysler Corp., 69 Ill.App.3d at 210, 25 Ill.Dec. 695, 387 N.E.2d 351.   
In reversing, the court in Chrysler Corp. noted that while it was true that there were no sales of other 
plants of similar size in the surrounding area, “there were numerous sales of extremely large 
properties” that could provide market data as to the value of the Chrysler plant.  Chrysler Corp., 69 
Ill.App.3d at 213, 25 Ill.Dec. 695, 387 N.E.2d 351.   The court grounded its holding on the existence of 
such market data:  “We hold, therefore, that there was sufficient credible evidence of comparable 
sales for these sales to be given significant weight as evidence of market value.   It follows that the 
Property Tax Appeal Board's assignment of valuation herein based solely on a reproduction cost 
method was incorrect as a matter of law.”  Chrysler Corp., 69 Ill.App.3d at 214, 25 Ill.Dec. 695, 387 
N.E.2d 351. 

 Here, neither Omni nor the PTAB contends the Omni property is “special purpose property” so that 
no reliable market data are available based on such a characterization of the property.   Nonetheless, 
the PTAB in its written decision accepted and adopted Omni's assertion that the Omni property 
possessed a “unique character” such that “there were no sales of building similar to the subject 
within the Chicago area making a reliable sales analysis problematical.”   This claim made by Omni, 
accepted by the PTAB, is similar to the claims made in United Airlines, and Chrysler Corp.:  no 
“reliable” market data are available to allow for the use of the sales comparison approach.   But as 
we made clear in United Airlines and Chrysler Corp., the test to determine whether the sales 
comparison approach may be omitted is whether the subject property is so unique as to not be 
salable, for which no market exists. 

We note before the PTAB was a list of 34 sales in the BOR's report offered as comparables to each of 
the three profit centers for the Omni property:  “sales [of] twelve Chicago hotels, fifteen sales of retail 
sites, and the sales of seven multi-tenant offices buildings.” 1  While the PTAB rejected the BOR's 
report “as not contain[ing] enough detail and/or analysis to draw any reliable conclusion of 
comparability,” what is crucial is the PTAB's implicit acknowledgment that comparable properties 
exist.   This implicit acknowledgment became explicit, according to the BOR's brief, in Omni's own 
appraisal by its reliance on “ ‘comparable sales' to estimate capitalization rates for the office and 
retail components of the subject property.”   The Omni appraiser used historic office space rentals of 
four buildings located in close proximity to the subject property to estimate the market value of the 
office space;  he used rental information from nine buildings containing retail space in the same 
general vicinity to calculate the market value of the retail space.   That market data of comparable 
properties existed to sufficiently calculate market value under the sales comparison approach is 
reinforced by the testimony of Omni's rebuttal expert witness:  “I believe that the three standard 
approaches to value had no problem being used in an appraisal technique for this type of property.  * 
* * I think it's a critical problem to even venture a thought of wanting to omit the sales comparison 
approach.”  (Emphasis added.)   See United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 169, 809 
N.E.2d 735 (airline appraiser “acknowledged that leases with other airlines existed at O'Hare Airport” 
so as to support conclusion that “ leasehold interest is not so unique as to not be salable and for 
which no market exists”). 

https://caselaw.findlaw.com/il-court-of-appeals/1470252.html#footnote_1


 The PTAB's rejection of the evidence set forth in the sales comparison approach offered by the BOR 
does not benefit Omni.   When a party appeals an assessment in the PTAB, that party has the burden 
of going forward with “ ‘substantive, documentary evidence or legal argument sufficient to challenge 
the correctness of the assessment.’ ”  The Cook County Board of Review v. The Property Tax Appeal 
Board, 334 Ill.App.3d 56, 59, 267 Ill.Dec. 819, 777 N.E.2d 622 (2002), quoting 86 Ill. Adm.Code § 
1910.63(b) (Conway Greene CD-ROM 2002).   The PTAB must look to the challenging party's 
submission of substantive, documentary evidence to determine whether that party has carried its 
burden of challenging the correctness of the assessment.   Where the correctness of the 
assessment turns on market value and there is evidence of a market for the subject property, a 
taxpayer's submission that excludes the sales comparison approach in assessing market value is 
insufficient as a matter of law.  “By failing to consider the sales comparison approach in determining 
market value of the leasehold interest, we conclude that taxpayer has not met its burden of 
demonstrating that the assessment was incorrect by clear and convincing evidence.”  United 
Airlines, 348 Ill.App.3d at 573, 284 Ill.Dec. 169, 809 N.E.2d 735;  86 Ill. Adm.Code § 1910.63(e) 
(Conway Greene CD-ROM 2002) (“inequity of the assessments must be proved by clear and 
convincing evidence”);  Chrysler Corp., 69 Ill.App.3d at 214, 25 Ill.Dec. 695, 387 N.E.2d 351 (where 
there is evidence of comparable sales, the PTAB's assignment of valuation based on the exclusion of 
comparable sales is incorrect as a matter of law).2 

The importance of the market or sales comparison approach is embodied in the Administrative Code, 
which governs the procedure before the PTAB.   The Code provides that the PTAB generally 
addresses either of two contentions in appeals regarding the correct valuation of property for 
assessment purposes:  “(1) the subject property is not accurately assessed when its assessment is 
compared to the assessment of other, similar properties in its neighborhood;  and/or (2) the market 
value of the subject property is not accurately reflected in its assessment.”  86 Ill. Adm.Code § 
1910.65(a) (Conway Greene CD-ROM 2002).   Regardless of the contention under which the taxpayer 
proceeds, “it is recommended that not less than three comparable properties be submitted.   
Documentation must be submitted showing the similarity, proximity and lack of distinguishing 
characteristics of the assessment comparables to the subject property.”  (Emphasis added.)  86 Ill. 
Adm.Code § 1910.65(b) (Conway Greene CD-ROM 2002). 

 It is also no answer to call the sales approach “problematical” in light of the “unique character” of 
the Omni building.   Being problematical says nothing more than it might be difficult to do.3  It falls 
within the duties of a professional appraiser to reconcile any “disparate results” under other valuation 
methods “ in order to reach a determination that best reflects the total value of the property.”   
Chrysler Corp., 69 Ill.App.3d at 211, 25 Ill.Dec. 695, 387 N.E.2d 351.   Based on the testimony of 
Omni's rebuttal expert witness, it is a deviation of the duties of a professional appraiser to omit the 
sales comparison approach in valuing the Omni property.   That there was evidence before the PTAB 
that comparable property existed for purposes of determining the market value of the Omni property 
is beyond contention as evidenced in both the Omni appraisal and the report submitted by the BOR.  
“It follows that the Property Tax Appeal Board's assignment of a valuation herein based solely on [the 
income] method was incorrect as a matter of law.”  Chrysler Corp., 69 Ill.App.3d at 214, 25 Ill.Dec. 
695, 387 N.E.2d 351.  “We agree with collector that [taxpayer's appraiser] erred in failing to consider 
market data in calculating the appraised value of the leasehold interest.”  United Airlines, 348 
Ill.App.3d at 572, 284 Ill.Dec. 169, 809 N.E.2d 735. 

In reaching this decision we note the observation of the Chrysler Corp. court:  “[B]y using different 
methods of valuation a county could change the taxes paid by a particular business just as certainly 
as it could have done by using a different assessment procedure * * *.”  Chrysler Corp., 69 
Ill.App.3d at 213, 25 Ill.Dec. 695, 387 N.E.2d 351.   The ability to manipulate the amount of taxes due 
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based on the selection of the method of valuation is no less available to the taxpayer.   See United 
Airlines, 348 Ill.App.3d at 570, 284 Ill.Dec. 169, 809 N.E.2d 735 (“appraisal should have been based in 
whole or in part on the sales comparison approach, especially in light of the disparity between the 
monthly rent of $606,000 computed by [taxpayer's appraiser utilizing the cost approach] and the 
actual monthly rent paid by the taxpayer of $4,300,000”). 

The concern expressed by the Chrysler Corp. court applies equally here:  “[T]he constitutional 
provision [regarding uniformity of assessment levels] highlights the strong public interest in treating 
taxpayers in a uniform manner.   Relying solely on reproduction cost [ (here, the income approach) ] 
when another method is used to value all other property in a county is a practice that should be tightly 
limited.   Likewise, characterization of one piece of property among 12,000 [ (here, many more we 
are sure) ] * * * is something that should be done only as a last resort.”  Chrysler Corp., 69 
Ill.App.3d at 214, 25 Ill.Dec. 695, 387 N.E.2d 351.   Compare Walsh v. Property Tax Appeal Board, 181 
Ill.2d 228, 235, 229 Ill.Dec. 487, 692 N.E.2d 260 (1998) (“To the extent * * * assessed valuations 
bear little relationship to true fair cash value, they result in the unequal sharing of the collective tax 
burden and thus violate the Property Tax Code, as well as the Illinois Constitution's uniformity clause” 
(emphasis added)).   Based on the PTAB's own finding that Omni's appraiser “did not prepare a sales 
comparison approach because there were no sales of similar properties in the Chicago area” the 
PTAB's willingness to rely on this assertion conflicts with its obligation to determine the property tax 
assessment “based upon equity and the weight of evidence.”  35 ILCS 200/16-185 (West 
Supp.1993). 

 As made clear by the three special use property cases, United Airlines, Chrysler Corp., and Kendall 
County, the market or sales comparison approach must be presented in a taxpayer appraisal to 
satisfy Illinois case law that market value be established to properly decide property tax assessment 
except where no market exists for the sale of the property.   Omni does not venture a suggestion that 
there is no market for its blended mix of hotel, office and retail stores so as to make its property not 
salable.   If the Omni building were put on the market tomorrow, and Omni were really desirous of 
selling, there can be no doubt that the price reached by Omni and a willing and well-financed buyer 
would be based on the market prices of comparable properties.   The Omni property does not 
approach the uniqueness of property for which market value by sales comparison would be 
impossible to estimate.   We repeat the salient role the sales comparison approach plays in 
estimating property value aptly expressed by Omni's own rebuttal expert witness:  “I think it's a critical 
problem to even venture a thought of wanting to omit the sales comparison approach.”  (Emphasis 
added.) 

The exclusion of the sales comparison or market approach in light of the existence of market data 
regarding comparable properties rendered Omni's appraisal insufficient as a matter of law to 
challenge the correctness of the property tax assessment.   Consequently, the PTAB's reliance on 
that appraisal as “the best evidence to estimate the subject property's market value” was erroneous 
as a matter of law. 

Our resolution of this issue is dispositive of the appeal;  we need not address the BOR's other 
arguments. 

CONCLUSION 

For the reasons stated, we reverse the judgment of the PTAB and direct that the assessment finalized 
by the Cook County Board of Review be reinstated. 



Reversed and remanded with directions. 

In its petition for rehearing, which Omni adopted, the PTAB first contends rehearing should be granted 
“because the appraisers agreed the income approach best measured Omni's market value.”   Our 
opinion does not challenge any “agreement” that might have been reached regarding the “best 
approach.”   We are aware that in virtually every case involving appraisals of market value of real 
property a decision must be made as to which of the three approaches utilized by the appraisers best 
reflects true market value.   Our opinion does nothing to remove that decision from appraisers.   Our 
opinion simply holds that a single approach appraisal is inadequate as a matter of law to warrant a 
“best approach” decision except when there is “no evidence of an actual or a potential market for the 
subject property.”  Kendall County, 337 Ill.App.3d at 741, 272 Ill.Dec. 548, 787 N.E.2d 363.   The 
PTAB makes no argument that the Omni property satisfied that test here. 

 In its second argument for rehearing, the PTAB expresses concern that based on our opinion 
“appraisers [must] now fully develop a sales comparison analysis regardless of its probative value.”   
The PTAB makes much of its claim that our opinion imposes an “analysis that would not provide 
meaningful results.”   In support of its claim, the PTAB quotes the Uniform Standards of Professional 
Appraisal Practice:  “If a ‘specific requirement’ of valuation ‘addresses analysis that would not 
provided meaningful results in the given assignment,’ it is not required.”   The very same section of 
the Uniform Standards of Professional Appraisal Practice that the PTAB quotes provides, “A specific 
requirement is not applicable when * * * it addresses analysis that is not typical practice in such an 
assignment.”  (Emphasis added.)   Our opinion simply takes notice that the “ typical practice” based 
on our case law is to include the sales comparison approach in assessing market value of real 
property;  to exclude it is the exception.   See United Airlines, 348 Ill.App.3d at 572, 284 Ill.Dec. 169, 
809 N.E.2d 735 (“[t]he sales comparison approach * * * is the preferred method”).   An appraiser 
must justify an appraisal that excludes the sales comparison approach with more than unsupported 
conclusions that “adjustments in [the cost approach] would be too subjective” and “[h]e [could] not 
employ the sales comparison approach because there [were] no sales of properties similar to the 
subject property.”   384 Ill.App.3d at 474, 323 Ill.Dec. at 636, 894 N.E.2d at 403.   Three appraisers 
testified before the PTAB.   The BOR's appraiser determined that the Omni property was subject to 
all three approaches to market value.   Omni's rebuttal expert witness testified that an appraisal not 
employing the sales comparison approach regarding the Omni property would present a “critical 
problem.”   Only the principal appraiser for Omni submitted an appraisal that relied exclusively on the 
income approach.   The appraiser did so without any showing that either of the other two 
approaches would provide results that were not “meaningful.”   Nor did this appraiser acknowledge, 
much less address, the disavowal by his fellow expert witness on behalf of Omni of an appraisal that 
excluded the sales comparison approach.   Appraisers are free to interpret their governing 
standards.   Our opinion simply holds that case law and the Administrative Code governing the 
procedure before the PTAB require a showing be made before a single approach appraisal, which 
excludes the sales comparison approach, can be relied upon as the “best evidence of market value.” 

We also note, absent from the PTAB's petition for rehearing is any argument that the appraisal 
submitted by Omni and accepted and adopted by the PTAB utilizing a single approach was warranted 
because the other two approaches would not have provided “meaningful results in the given 
assignment.”   Of course, that argument was foreclosed to the PTAB by Omni's own expert witness 
presented in rebuttal.   To be clear, our opinion does not alter the governing standards for 
appraisers.   Our opinion only reinforces the legislative mandate that the PTAB's “decision * * * be 
based upon equity and the weight of evidence.”  35 ILCS 200/16-185 (West Supp.1993). 



 Finally, the PTAB contends that our opinion somehow “removes discretion from the Board to weigh 
expert opinions on market value, contrary to legislative intent.”   Once again, the PTAB misreads our 
opinion.   The dispositive issue before us is a matter of law.   Our opinion is grounded on case law 
from our supreme court and decisions of this court, now one of first review, and the practice 
procedure in the Administrative Code that the PTAB is bound to follow.   Our holding is 
straightforward and clear:  absent a showing that a single approach appraisal is warranted because 
the subject property is properly characterized as special use property such that there is no evidence 
of market data before the PTAB, the taxpayer's burden of going forward to challenge the assessment 
finalized by the BOR has not been met as a matter of law by a single approach appraisal that 
excludes the sales comparison approach. 

The PTAB's petition for rehearing is denied. 

FOOTNOTES 

1.   Much as the school unit's faulted appraiser in Chrysler Corp., the Omni appraiser's claim that no 
comparables existed is suspect where he “made no independent examination of the other properties 
discussed by [the report submitted by the BOR].”  Chrysler Corp., 69 Ill.App.3d at 210, 25 Ill.Dec. 695, 
387 N.E.2d 351.   His silence on the “comparability” issue was accepted without comment by the 
PTAB. 

2.   While both United Airlines and Chrysler Corp. were decided before the de novo provision was 
added to the statute setting out the procedure before the PTAB (35 ILCS 200/16-180 (West's 2005), 
effective July 16, 2004), the taxpayer, as the party contesting the assessment affirmed by the BOR, 
bears “the burden of going forward [with proper and admissible] substantive, documentary evidence * 
* * sufficient to challenge the correctness of the assessment of the subject property.”  86 Ill. 
Adm.Code § 1910.63(b) (Conway Greene CD-ROM 2002). 

3.   It was not demonstrated that employing the sales comparison approach would have resulted in 
unreliable estimates of the fair market value of the Omni property. 

Justice GARCIA delivered the opinion of the court: 

CAHILL, P.J., and WOLFSON, J., concur. 

 

https://caselaw.findlaw.com/il-court-of-appeals/1470252.html#footnote_ref_1
https://caselaw.findlaw.com/il-court-of-appeals/1470252.html#footnote_ref_2
https://caselaw.findlaw.com/il-court-of-appeals/1470252.html#footnote_ref_3
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APPELLANT: Community Consolidated School Dist. #93 

DOCKET NO.: 15-05647.001-I-3 

PARCEL NO.: 02-33-104-007   

 

The parties of record before the Property Tax Appeal Board are Community Consolidated 

School Dist. #93, the appellant, by attorney Joel R. DeTella, of Hauser, Izzo, Petrarca, Gleason 

& Stillman, LLC in Flossmoor; the DuPage County Board of Review; and the Liberty Property 

Ltd. Partners intervenor, by attorney Michael B. Andre of Eugene L. Griffin & Associates, Ltd. 

in Chicago. 

 

Based on the facts and exhibits presented in this matter, the Property Tax Appeal Board hereby 

finds A Reduction in the assessment of the property as established by the DuPage County Board 

of Review is warranted.  The correct assessed valuation of the property is: 

 

LAND: $1,064,900 

IMPR.: $3,130,900 

TOTAL: $4,195,800 

 

Subject only to the State multiplier as applicable. 

 

Statement of Jurisdiction 

 

The appellant timely filed the appeal from a decision of the DuPage County Board of Review 

pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 

assessment for the 2015 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 

over the parties and the subject matter of the appeal. 

 

Prior to the start of the hearing herein, appellant’s counsel by oral motion requested the Property 

Tax Appeal Board invoke section 1910.94 (86 Ill.Admin.Code §1910.94) of the rules of the 

Property Tax Appeal Board which states: 

 

Inspection of Subject Property – Effect of Denial by Taxpayer or Property Owner 

  

a)         No taxpayer or property owner shall present for consideration, nor shall 

the Property Tax Appeal Board accept for consideration, any testimony, 

objection, motion, appraisal critique or other evidentiary material that is 

offered to refute, discredit or disprove evidence offered by an opposing 

party regarding the description, physical characteristics or condition of the 

subject property when the taxpayer or property owner denied a request 



Docket No: 15-05647.001-I-3 

 

 

 

2 of 39 

made in writing by the board of review or a taxing body, during the time 

when the Board was accepting documentary evidence, to physically 

inspect and examine the property for valuation purposes. 

  

b)         Any motion made to invoke this Section shall incorporate a statement 

detailing the consultation and failed reasonable attempts to resolve 

differences over issues involving inspection with the taxpayer or property 

owner. 

 

The Board finds the appellant’s oral motion is untimely filed and further was not properly 

delivered to the taxpayer/owner of record, but, was rather delivered to the taxpayer/owner’s 

counsel prior to their entry of appearance in this matter as representatives of the taxpayer/owner.  

Further, the request to inspect the subject property was purportedly requested by appellant’s 

appraiser and not by the taxing body during the time when the Board was accepting documentary 

evidence as required in the above quoted rules of the Property Tax Appeal Board.  In addition, 

the oral motion did not incorporate a statement detailing the consultation and failed reasonable 

attempts made to resolve differences over issues involving inspection with the taxpayer or 

property owner.  For these reasons, the Board denies appellant’s motion to invoke Section 

1910.94 of the Property Tax Appeal Board rules.   

 

 Findings of Fact 

 

The subject property consists of a one-story, tilt-up concrete panel constructed single-tenant 

industrial building.1  The gross building area is 392,959 square feet.2  The improvements were 

constructed in approximately 1998.  The subject features approximately 19,267 square feet of 

finished office space, an open bullpen layout, conference rooms, a lunchroom and two sets of 

washrooms.  In addition, the subject features locker rooms, mechanical rooms and 

warehouse/loading space.  The subject has a ceiling clearance of 32 feet in the warehouse.  Other 

features include 50 exterior docks and 1 drive-in door.  The property is situated on a 787,437 

square foot site or 18.08 acres with an overall land-to-building ratio of 2.04:1.3  The subject is 

located in Carol Stream, Bloomingdale Township, DuPage County. 

 

The appellant, Community Consolidated School District #93, appeared before the Property Tax 

Appeal Board through counsel contending undervaluation as the basis of the appeal.  In support 

of this argument the appellant submitted an appraisal estimating the subject property had a 

market value of $16,900,000 as of January 1, 2015.   

 

Dale J. Kleszynski, MAI, SRA, was called as a witness.  Kleszynski is an Illinois State Certified 

General Real Estate Appraiser and has attained the MAI and SRA designations from the 

Appraisal Institute.  Kleszynski has appraised various types of real estate since 1977 and is 

 
1 The subject was described as a one-story structure; however, the evidence revealed the subject also features a 

second story mezzanine level.   
2 This includes 8,172 square feet office space located on the second floor.  The Board finds the minor discrepancy in 

the subject’s size does not impact the Board’s decision herein. 
3 The parties differed as to the exact description of the subject property.  The description of the subject property for 

this appeal was derived from various sources of information provided by all parties along with the subject’s property 

record card which was ordered to be produced into the record. 
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licensed in Illinois and Indiana.  He testified that he is a qualified Uniform Standards of 

Professional Appraisal Practice (“USPAP”) instructor for the Appraisal Foundation.  He is the 

President and Chief Appraiser for Associated Property Counselors, Ltd.  Kleszynski has served 

with the Appraisal Institute from the local level up to the president of the Chicago Chapter of the 

Appraisal Institute.  In addition, he has served on a national level on the Board of Directors as 

well as the Executive Committee and chaired the General Appraisal Board which sets the 

educational and admission requirements for persons seeking their MAI designations.  Kleszynski 

stated he has appraised hundreds of warehouse distribution centers while appraising from 20 to 

30 within the past five years.4   

 

Kleszynski identified himself as the preparer of an appraisal report.  (Appellant’s Exhibit A).  He 

testified that the appraisal report was prepared in a manner consistent with USPAP.  Kleszynski 

testified that he personally performed an exterior inspection of the subject property on January 

26, 2017.  He viewed the public area, the dock areas and the overall location of the property.  

Kleszynski testified that he did not perform an interior inspection of the subject property, 

because he was not allowed by the taxpayer.  Therefore, in preparation of his report, he relied on 

information from the township assessor using the subject’s property record card along with 

various database services which include CoStar and LoopNet including flyers he examined 

regarding the subject property.   

 

Kleszynski was required to make various assumption in preparation of his appraisal report.  The 

assumptions related to the issues of physical condition, the physical square footage, amount of 

office space and the physical components for the property for things such as the ceiling heights, 

existence of locker room facilities as well as services by sprinkler systems and power and the 

loading docks.  Kleszynski called these assumptions an extraordinary assumption as it relates to 

the idea that in the event they needed to make any adjustments to his evaluation of the property 

because of what they discovered during those processes, they wanted to have the opportunity to 

do so.   

 

Kleszynski stated the subject property is located in the primary industrial district of Carol 

Stream, Illinois in DuPage County.  Kleszynski described the subject’s land as a generally 

rectangular-shaped parcel that has approximately 765 feet of frontage along the west side with 

approximately 1,023 square feet of frontage along the north side.  He described total land area as 

being 787,437 square feet of land area or 18.08 acres.  He stated the subject property was not 

located in a flood hazard area and was serviced by all municipal public and private utilities.   

 

The subject was improved with asphalt-paved driveways, parking areas, concrete service walks, 

light standards, a guardhouse and various types of signage.  The subject’s improvements were 

described as a masonry or concrete panel industrial building which was estimated to be built in 

1995.  The subject contains approximately 392,959 square feet of building area with 19,267 

square feet or 4.9% of finished office space.  He considered the subject to be a modern multi-

tenant industrial design with adequate restrooms, power sources and ceiling heights ranging from 

30 to 33 feet.  Further the subject was described as having a sprinkler system and 51 docks.  He 

considered the property to be in average condition based on his exterior inspection and his 

development of the data.   

 
4 Kleszynski was accepted as an expert valuation witness without objection. 
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Kleszynski testified that his assignment was to estimate the market value of the fee simple 

interest in the subject property in accordance with his determination of the highest and best use.  

Kleszynski stated the highest and best use of the property would be the optimum use to which 

the property could be put and it is the use that will yield the greatest net return to the land for the 

longest period of time.  He opined that after working through the tests of legal permissibility, 

physical possibility, financial feasibility and maximum productivity, they determined that as 

vacant the highest and best use of the property was to be developed with an industrial 

distribution improvement that was consistent with the current zoning ordinance and area 

development patterns which were predominantly industrial in character.  As improved, 

Kleszynski opined the current use of the subject property as a distribution center having 

approximately 400,000 square feet of building area is the highest and best use of the property as 

improved. 

 

In estimating the subject’s value, Kleszynski utilized the market data approach in order to 

estimate the land value component of the property and then in order to evaluate the property as 

improved, he applied both the income approach to value as well as the sales comparison 

approach to value.  In regard to the sales comparison approach for the land only, Kleszynski 

stated it was important because there were certain assumptions that had to be made relative to the 

condition and overall utility of the property that they we not able to get a visual of.  They then 

determined that there was going to be too many assumptions to be applied in order to do a cost 

approach to value that would be appropriate.  He stated that because the land component of the 

assessment is a critical component not only of the assessment, but also of understanding the 

highest and best use.  Because of this, they elected to present an analysis of the sit in order to 

estimate the most probable price that someone would pay for the land only in the event that the 

property was vacant.   

 

In his analysis of the property for land only they elected to examine five comparable sales that 

had similar highest and best use and zoning when compared to the subject.  Page 35 of his report  

(Appellant’s Exhibit A) is a presentation of the comparables used.  The appraisal report depicts 

the comparables were located in Bartlett, Bensenville and Franklin Park, Illinois and ranged in 

size from 238,970 to 599,037 square feet of land area and sold from November 2012 to May 

2015 for prices ranging from $837,005 to $5,300,000 or from $3.50 to $10.11 per square foot of 

land area.  After making adjustments for property rights conveyed, financing, condition of sale, 

elapsed time, location, zoning, land area and physical variations, Kleszynski selected a unit value 

for the subject of $4.25 per square foot of land area or $3,345,000, rounded.  (787,437 x $4.25 = 

$3,346,607).  (Appellant’s Exhibit A, page 37).  

 

Kleszynski next developed the income approach to value.  For market rental rates, he examined 

five rental properties he considered appropriate based on their location, size and industrial/office 

applications.  His appraisal depicts the rental comparables ranged in size from 42,350 to 328,140 

square feet of leased area with 0% vacancy rates.  The comparables were depicted as having 

rental rates ranging from $3.90 to $4.91 on a modified gross or net basis.  Kleszynski stated that 

all of the rental comparables they selected were located within the physical parameters he 

identified as the industrial area in which the subject is located.   
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Kleszynski testified that his estimate of market rent reflects a rent being calculated on a net basis.  

When questioned on the difference of a gross lease as compared to a net lease, Kleszynski stated 

that it is essentially a function of market viability.  In the subject’s particular market, the 

information indicated that the typical lease was written on a net basis.  He stated a net-based 

lease means that the property owner receives net to them on a per square foot rental rate and that 

the tenant participates in the expenses over and above the net rent.  Normally the division for net 

rent is that the tenant will pay a pro rata share or a per square foot share of the taxes, insurance 

and common area maintenance (CAM).  Further, although there are some variations in the rent, 

the typical net rent causes the owner of the property to participate in the management expense 

and the expenses associated with vacancy and collection losses and reserves for replacement and 

miscellaneous items would be identified as expenses that would be unforeseen or not things 

charged back to the tenant because of agreements or the type of chargeback that existed.   

 

Kleszynski testified that he verified the rental data from database services using CoStar and 

LoopNet.  In addition, he utilized his relationships with a number of realtors and was able to 

either pull things from their websites or was able to obtain flyers for the properties that he 

selected.  Kleszynski testified that in some instances he was able to verify the leases and in some 

instances he could not.  Kleszynski stated that rental rates and terms for lease and properties such 

as the subject, which he would classify as being high-end properties in an operating industrial 

park are really protected by the source meaning the realtor involved.  He said they consider it to 

be proprietary information particularly as it relates to expiration dates, bumps and expenses 

associated with how they are divided up between the owner and the tenant.  He considers full 

information to be somewhat difficult to obtain unless an actual copy of the lease is obtained, 

which is often not available.   

 

Kleszynski was not able to verify the leases for the subject property even though he requested 

them.  In regard to adjustments to the rental comparables, Kleszynski stated there were not a 

great deal of adjustments that needed to be applied because the rentals they selected were very 

similar to the subject property and the general range was what he would consider to be 

reasonably tight expanding only by a dollar per square foot between the low and the high.  (See 

page 47, Appellant’s Exhibit A).  Because there were not significant adjustments to be applied, 

they were content with selecting a market rental rate from within the depicted range or close to 

that range.  Kleszynski concluded that the economic rent for the subject property, as of January 

1, 2015, is supported at $3.75 per square foot of building area on a net basis.  Kleszynski stated 

the vacancy rates utilized within his appraisal report was derived from two sources.  He stated 

they had the vacancies that existed in the buildings they utilized as comparables which indicated 

zero vacancy rates.  They then compared that with the surveying information taken from the 

CoStar database which included data taken over a five-to-six-year period of time involving 

approximately 19,100,000 square feet of general industrial space in which he limited his search 

to only include Carol Stream.  The information depicted vacancy rates for properties like the 

subject generally range from 4% to 7.1% and that the average vacancy rate between 2012 and 

2016 was approximately 6.4%.  From this, he concluded an estimated vacancy and collection 

loss for the subject of 7%. 

 

The appraisal report depicts potential gross income for the subject of $1,473,596 (392,959 square 

feet x $3.75 per square foot) which he then added estimated tenant reimbursements of $757,822 

to arrive at total rental income of $2,231,418.  Kleszynski then subtracted vacancy and collection 
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losses of 7% ($156,199) to arrive at an effective gross income for the subject of $2,075,219.  He 

then subtracted real estate taxes ($494,540), insurance ($47,155), common area maintenance 

($216,127), management fees (4% of effective gross income or $54,818), reserves for 

replacements (1% of effective gross income or $13,704) and miscellaneous expenses (0.5% of 

effective gross income or $6,852) which indicated total expenses of $833,196.  After these 

calculations, the subject’s net operating income was estimated to be $1,242,023.  (Appellant’s 

Exhibit A, page 49). 

 

Kleszynski testified that in estimating the overall capitalization rate he had information from the 

sales he used.  For example, his sale #1 that was utilized in his sales comparison approach to 

value, he was able to extract a capitalization rate of 7%.  In addition, he reviewed data from 

Price Waterhouse Cooper’s National Investor’s Survey which indicated that the overall 

capitalization rate range for properties that would be considered national warehouse facilities 

ranged from 4.5% to 7% with an average of 5.77%.  He stated they elected to also apply a 

mortgage equity band of investment analysis which was presented on page 51 of his appraisal 

report.  He explained that this method was utilized by analyzing the available interest rates in the 

market as well as expected returns to the equity position.  Kleszynski elected to use a 4.5% 

interest rate with a 25-year amortization and then applied a 9.5% expected return on the equity 

side of the investment and developed an overall capitalization rate of approximately 7.35% 

which is just slightly over the range depicted in the National Investor Survey and the sale he 

presented in his sales comparison approach (sale comparable #1) 

 

In developing the income approach to value, Kleszynski capitalized the subject’s estimated net 

operating income of $1,242,023 by 7.35% which yielded a value indication of $16,898,272 or 

$16,900,000, rounded.   

 

Kleszynski next developed his sales comparison approach to value using information from 

database services such as CoStar, Loop Net and other privately developed information they had 

on the comparables in his database system.  In this case they elected to utilize facilities that were 

over 250,000 square feet to 500,000 square feet of building area to limit the search to properties 

located in DuPage County.  Based on this they reviewed the information, tried to verify the 

information and then elected to present five sales for use in the analysis of the subject.    

Kleszynski stated they found sufficient amount of information in DuPage County with what they 

thought were good sizes and current dates in order to estimate the value of the subject.  All of the 

comparable sales were industrial warehouses or distribution centers.  The sales were verified, 

depending on the particular transaction with either or a combination of contact with the realtors 

involved, the preparer of deeds or with the parties involved.  In every instance for the sales they 

used, his office was able to verify the information with public records, deeds and/or PTAX 

documentation.5   

 

Page 59 of Kleszynski’s appraisal depicts the improved sales were located in Carol Stream, 

Aurora and Bartlett, Illinois.  The comparables ranged in size from 252,946 to 400,000 square 

feet of building area with land-to-building ratios ranging from 1.94:1 to 3.45:1.  The properties 

 
5 The hearing transcript, page 63 incorrectly depicts PTAB’s documentation was used.  It appears the witness stated 

PTAX documentation. 
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sold from April 2012 to December 2014 for prices ranging from $11,250,000 to $17,500,000 or 

from $40.50 to $52.50 per square foot of building area, including land.   

 

Kleszynski testified that sales #1 and #2 were leased at the time of sale which meant the buyer 

acquired a leased fee interest.  Kleszynski further testified that leased fee sales are a good 

indicator of value and they were able to determine what the test material teaches is true that a 

property that is leased at market rent has no variation in the value of the interest being purchased.  

He stated that although it is clear that a leased fee interest is different from a fee simple interest, 

it is also clear that when leased at a market rate and at market terms, the price paid or the value 

of the leased fee interest is equal to the fee simple interest, which is what he presented.  He stated 

the leased fee sale reflects the fact that the market is operating at an appropriate level where there 

is consistency between rental rates and acquisitions by owner-users or people who would be 

buying a property that might be vacant in order to enter into the market and possibly lease a 

portion or all of the property out.  He opined that it reflected market balance and also reflected 

that market conditions in Carol Stream were what he considered to be reasonably strong.   

 

Kleszynski reviewed comparable sale #1 in terms of the leased fee interest and was able to 

determine that sale #1, although encumbered by a lease at the time of purchase, that the lease 

was either at market or slightly below market and therefore, no adjustment should have been 

applied.  He stated that for comparable sale #2, the property was leased at or below market rates 

indicating that there was no ability to extract an adjustment for the variations in property rights 

conveyed.  He believed comparable sales #1 and #2 were equal to the fee simple interest. And 

were supported by comparison to sales #1, #2, #3 and #4 which had a range from $40.50 to 

$46.24 per square foot of building area, including land.  Kleszynski found it was a reasonably 

tight range given the differences in the physical characteristics of the property.   

 

The comparables were then adjusted for property rights, financing, conditions of sale, elapsed 

time on the market, location, land to building ratio, size and physical variations.  Kleszynski 

explained he did not adjust the comparables for age because the comparable properties ranged 

from 8 to 30 years old and with the subject being approximately 18 to 20 years old, along with 

the subject’s observed condition from the exterior as well as the exterior inspection of the 

comparables indicated they were of similar condition, the physical variations based on 

observations and the overall adjustment which takes into account consideration of age.  He 

opined that all of the comparables he selected have the same effective age.  Based on the 

adjustments, Kleszynski estimated the subject’s value of $43.00 per square foot of building area 

or $16,900,000, rounded.   

 

In reconciliation of the two approaches to value, Kleszynski placed most reliance in estimating 

the fee simple value of the subject property on the sales comparison approach because it 

represents the interactions of buyers and sellers in the marketplace and in this particular instance 

they had a combination of buyers and sellers that represented both investors as well as users of 

the property and because of the tight range of pricing on the comparables, the sales comparison 

approach was a better indicator of the subject’s value as opposed to the income approach which 

required him to apply certain assumptions.  Based on his analysis, Kleszynski opined that the 

market value of the subject property as of January 1, 2015 was $16,900,000.   
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On cross examination, Kleszynski agreed that the subject’s land assessment as applied by the 

local assessor was $3,200,000 or $4.05 per square foot of land area.  Kleszynski did not adjust 

the improved comparables for whether or not they had a sprinkler system.  He admitted that he 

was only able to extract a capitalization rate from one comparable sale because they had what 

they thought was at least reasonably good information about what the income was for 

comparable sale #1.  The date of sale for comparable sale #1 was April 2012.  Kleszynski then 

agreed that there was an increase in value overall in the industrial market from 2012 to 2014 for 

the industrial market in central DuPage.  He thought the increases ranged from 3% to 6% 

annually.  He agreed that if it were 6% annually, then a two-year-old sale would have a straight-

line adjustment of 12%.   

 

Kleszynski testified that he and his son, Patrick, worked together to prepare the appraisal report, 

but he formulated the final opinion of value.  Kleszynski explained that he did not prepare a cost 

approach to value because he did not get into the building to observe the physical condition of 

the interior of the building as well as the utility of the property as it relates to the floor plan, 

location of the docks, location of the posts and beams and the floor plan itself.  Because of this, 

he made the determination that it would require too many assumptions that would put the 

completion of the cost approach at a certain level of risk, so he decided not to use it.  In addition, 

for a building of the subject’s age, an investor would not think it relevant.   

 

In regard to his land sales, he agreed that land sales #1 and #2 were smaller than the subject and 

that land sale #2 involved an adjacent property owner.  Even though it would suggest that an 

adjacent property owner might pay a premium, Kleszynski stated that sale #2 was supported by 

the market data and was at the lower portion of the established range for industrial land sales.  

He stated he did not adjust comparable land sale #2 for this issue because he could not extract 

that factor out.  Even though land sale #2 occurred within a year of the assessment date in 

question, he made an upward adjustment for date of sale.  Further, he agreed that he made no 

adjustment for land sale #3, which occurred in March 2014, even though comparable land sale 

#2, which sold in late January 2014 was adjusted.  Kleszynski stated comparable sale #3 had 

improvements on it at time of sale which would have to be demolished.  Kleszynski testified that 

because the property was improved it may or may not affect the land value.  He did not make any 

adjustment for the improvement which needed to be demolished.   

 

Intervenor’s counsel then pointed out that an improved sale in Wood Dale, Illinois and two 

improved sales in Carol Stream were not used by Kleszynski in his sales comparison approach.  

In regard to comparable sale #1, Kleszynski stated he reviewed the CoStar report and the 

Transfer Declaration Sheet for this property in preparation of his appraisal.  Kleszynski was then 

shown the CoStar report and the Transfer Declaration Sheet for this sale.  (Intervenor’s Exhibits 

1 and 2).  Kleszynski admitted that the Transfer Declaration Sheet depicted comparable sale #1 

was not advertised for sale on the open market.  Kleszynski further admitted that comparable sale 

#1 was leased at the time of sale and agreed that the buyer was purchasing an income stream 

along with the property.  Kleszynski was unable to state the number of leases which may have 

been present at the time of comparable #1’s sale.  Kleszynski could not state the specifics of the 

lease(s) for comparable sale #1.  The CoStar report depicted Allegheny Technologies, Inc. was 

the lessee at time of sale.  Kleszynski reiterated he could not state if there were additional 

tenants.  Kleszynski admitted he did not review the lease(s) for this property, so he could tell 

when the lease(s) started or how long the lease(s) were.  Kleszynski agreed that the market 
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conditions at the time a lease is executed could affect the lease rate.  Kleszynski testified that he 

could not state what the market conditions were at the time it was leased because he did not have 

the signed lease date.  Kleszynski could not state what types of lease(s) were in place or whether 

they included any free rent.  Further, he could not state if the lease(s) contained a rental 

escalation clause or renewal option.   

 

Kleszynski agreed he indicated comparable sale #1 sold at a 7% capitalization rate which he 

acquired from CoStar reports that confirmed the information within the SEC filing which 

indicated a stabilized capitalization rate of 7%.  Kleszynski agreed that he did not discuss this 

capitalization rate in his appraisal report.   

 

Kleszynski stated comparable sale #2 was also leased at time of sale.  Kleszynski admitted he did 

not review the lease(s) for comparable sale #2 and therefore could not answer questions 

concerning the specific terms of the lease(s).  Kleszynski acknowledged that even without 

knowing specific lease information, he did not make any adjustment for the lease(s).  Kleszynski 

stated no adjustment was made because the sales appeared to be at market prices.  Kleszynski 

admitted that he did not have the lease information for comparable sale #2 to make the statement 

that the lease was at market rate.  However, when he compared the sale to other sales he used, 

comparable sale #2 appeared to be at market levels.   

 

Kleszynski was then presented with the CoStar report and Transfer Declaration Sheet for 

comparable sale #3.  (Intervenor’s Exhibits #3 and #4).  Kleszynski’s appraisal report, page 56 

depicts comparable sale #3 sold in January 2014 for $17,500,000.  However, the Transfer 

Declaration Sheet depicts the property sold for $12,125,000 and not the $17,500,000 as shown in 

the appraisal.  Kleszynski agreed that at a sale price of $12,500,000, the sale would be at $32.04 

per square foot of building area, including land.  Kleszynski was then presented with the CoStar 

report and Transfer Declaration Sheet for comparable sale #4.  (Intervenor Exhibits #5 and #6).  

The Costar report depicted comparable sale #4 was occupied at time of sale and immediately 

vacated after the sale.  The CoStar report and the Transfer Declaration Sheet for this sale also 

indicated that comparable sale #4 was not advertised for sale.  Kleszynski did not agree that 

comparable sale #4 did not meet his definition of market value.  In his appraisal report, page 3, 

indicates the most probable price a property should bring is a competitive open market allowing 

for a reasonable time for exposure in the open market.  The Transfer Declaration Sheet for 

comparable sale #5 was presented to the witness.  (Intervenor’s Exhibit #7).  Kleszynski 

admitted that the Transfer Declaration Sheet for this sale depicted it also was not advertised for 

sale.  Kleszynski admitted that he would have reviewed the CoStar report and Transfer 

Declaration Sheet for these sales.   

 

Kleszynski acknowledged that in his final reconciliation to value he place most weight on his 

sales comparison approach even though sales #1 and #2 were leased fee sales and the sale price 

for sale #3 was incorrectly listed along with sales #4 and #5 not being advertised for sale.  

 

Questioning then focused on Kleszynski’s income approach to value.  Kleszynski stated he did 

not review the actual leases for his rental comparables.  Kleszynski stated that in most cases he 

spoke with one of the parties involved in the transaction.  He believed all of the leases were 

consummated leases.  Kleszynski admitted that rental comparable #1 was a gross lease which 

meant the tenant was paying for a portion of the expenses, however, he could not state what line 
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items the tenant was responsible for.  He admitted the lease for rental #1 was for one-half of the 

building.  He did not know anything about the other tenant who leased the other half of the 

building and could not state what type of lease the other tenant agreed to or the terms of the 

lease.  The construction date for rental #1 was not disclosed within his appraisal report.  

Kleszynski admitted that his report does not disclose what adjustments were made to the rental 

comparables.   

 

Kleszynski then acknowledged that even though rental comparable #3 was approximately 10% 

the size of the subject, he did not adjust this comparable to the subject.  He also did not make a 

specific adjustment for the smaller size of rental comparable #4 when compared to the subject.  

Kleszynski admitted that for all of his net rental comparables (#2, #3, #4 and #5) he did not list 

the specific additional income other than the base rent.   

 

Kleszynski agreed that his opinion of value for the subject of $16,900,000 would indicate an 

increase in real estate taxes of approximately $90,000, however when he computed the subject’s 

tax load, he utilized the subject’s actual taxes paid ($495,000) based on its current assessment 

value.  In development of his overall capitalization rate, Kleszynski did list his sources when he 

developed the band of investments.   

 

Kleszynski then testified that each approach to value is independently developed and does not 

rely on the other approaches to value.  He then agreed that his sales comparison approach to 

value ($16,897,237) was about a $1,000 apart from his income approach to value ($16,898,272).   

 

Kleszynski agreed that even though his rental comparables ranged from $3.90 a square foot on a 

net basis to $4.91 a square foot on a modified gross basis, he used $3.75 a square foot for the 

subject.  In addition, his capitalization rates ranged from 4.5% to 7% and he used 7.35%.  

Kleszynski agreed that the use of CoStar would only be start to an analysis and would need to be 

verified.  Kleszynski stated that for properties such as the subject, it is typical that they are not 

advertised for sale, but rather, a realtor would marry the parties together for a buyer in need of a 

property and a seller retaining a property.  Further, it would be typical for a property such as the 

subject to trade among brokers without being advertised for sale on the open market.   

 

On re-direct examination, appellant’s counsel introduced a letter prepared by Kleszynski sent to 

the taxpayer in care of Eugene L. Griffin & Associates requesting access to the subject property 

as well as historical financials, rent rolls, floor plans, survey and capital improvements.  

(Appellant’s Exhibit B).  Kleszynski agreed that the PTAX-203A Statement for his comparable 

sale #1 indicated the sale price paid was a fair market value.  Kleszynski stated he was able to 

rely on that for his sales comparison analysis.  The witness was then provided with the PTAX-

203 Statement for comparable sale #2.  (Appellant’s Exhibit C).  The document depicted the sale 

also reflected a fair market value and also indicated the property was in fact advertised for 2 

months on the market.   

 

Kleszynski then admitted that his comparable #3 on page 56 of his appraisal report contained 

typographical errors.  He stated it was an issue concerning his database.  The PTAX-203A 

Statement for comparable #4 also stated the sale reflected a fair market value and had been on 

the market for 3 months.   
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Based on this evidence, the appellant requested the subject’s assessment be increased to reflect  

market value of $16,900,000 commensurate with Kleszynski’s final value opinion as stated in his 

appraisal report.  At this point in the proceedings the appellant rested its case in chief.6   

       

The board of review submitted its "Board of Review Notes on Appeal" disclosing the total 

equalized assessment for the subject of $4,785,280.  The subject's assessment reflects a market 

value of $14,370,210 or $36.57 per square foot of gross building area, land included, when using 

the 2015 three-year average median level of assessment for DuPage County of 33.30% as 

determined by the Illinois Department of Revenue. 

 

In support of its contention of the correct assessment the board of review called Korey Atkinson, 

Chief Deputy Commercial Assessor with the Bloomingdale Township Assessor’s Office.7  

Atkinson has been practicing in assessment litigation since 2004 and has been with the 

Bloomingdale Township assessor’s Office since 2015.  Atkinson testified that he prepared the 

evidence submitted by the DuPage County Board of Review.  Atkinson prepared the sales grid 

analysis, the income analysis and the equity grid analysis.   

 

He stated his sales comparables analysis identified properties within Bloomingdale Township.  

(Board of Review Exhibit A-1).8  Atkinson testified that they show the subject as having 

393,5169 square feet of building area with approximately 8,172 square feet of office area.  He 

stated his office receives all of the transfer declaration sheets that occur in Bloomingdale 

Township.  His office also has access to CoStar and other databases to verify those sales which 

enabled him to utilize a compiled database.  He testified that he reviewed their verified sales and 

found five properties that were very similar to the subject property within the township and 

ranked them accordingly.  The witness testified they considered sales within 3-years of the tax 

lien date, so they looked at sales from 2012 to 2014.  2015 was a quadrennial reassessment 

period.   

 

The sales grid (Board of Review Exhibit A-1) depicts five sale comparables situated on sites 

ranging from 10.866 acres to 26.125 acres.  The comparables were built from 1966 to 1991, had 

wall heights ranging from 14 to 31 feet with land-to-building ratios ranging from 1.75:1 to 

3.10:1.  The comparables featured office spaces ranging from 0.38% to 15.03% of building area.  

The comparables sold from September 2012 to December 2014 for prices ranging from 

$7,250,000 to $20,500,000 or from $22.92 to $47.68 per square foot of building area, including 

land.  The grid depicts a median sale price of $33.04 per square foot of building area.  Atkinson 

testified that all of the comparables are within 6 miles of the subject with 4 being in Carol Stream 

as is the subject.  He stated that comparable sales #2 and #5 were indicated by the CoStar reports 

that there may have been market factors that pushed those two values higher.  Comparable sales 

 
6 Intervenor/taxpayer’s counsel renewed its motion for directed verdict based on the appellant requesting an 

assessment of $15,946,420 which reflects a market value of approximately $47,887,147 even though the evidence 

produced by the appellant (Kleszynski Appraisal, Appellant Exhibit A) depicts an estimate of value for the subject 

of $16,900,000.  The Board finds the appellant at no time attempted to amend its requested assessment in the appeal 

petition to correspond with the evidence submitted.  The motion for directed verdict was denied, the evidence 

submitted by the appellant will be given its appropriate weight. 
7 Atkinson was accepted as an expert valuation witness without objection.  
8 The property record card was identified in the record as Board of Review Exhibit A-4). 
9 The witness corrected the subject size to this amount as shown on the property record card. 
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#2 and #3 were the same property.  He stated the second sale of this property (sale #2) was 

indicated to have had renovations done to the building which may have influenced the value.  He 

considered sales #2 and #5 to be outliers of what he would consider to be an appropriate value 

for the subject property.   

 

Atkinson then testified as to the equity analysis he prepared.  (Board of Review Exhibit A-2).  

He testified that as part of an appeal process his office regularly checks the assessment of an 

appealed property against comparable assessment equities in the township because they are very 

concerned about uniformity.  He stated it was important that they distribute the tax burden 

equitably across all like properties.  He then looked at four primary factors with the first factor 

being square footage.  He considered the square footage range to be 100,000 square feet of 

building area based on the limited amount of large properties within the township.  He then 

examines the wall height.  He explained that since they measure from the outside, the actual 

ceiling heights might be 2 – 3 feet shorter.  Atkinson testified that square footage and wall 

heights are very important drivers of market value.  Year built is also important.  Finally, he then 

examines land-to-building ratios.  The median value of the equity comparables was depicted as 

$35.27 per square foot of building area.  The subject was depicted as having a value of $40.59 

per square foot of building area, including land, which he found was considerably higher than the 

median value.   

 

Atkinson next testified regarding his income analysis.  (Board of Review Exhibit A-3).   

Atkinson testified that when his office is approaching a quadrennial reassessment period, they 

prepare an analysis on ratios that can be applied uniformly.  He stated they get hundreds of 

appeals during a quadrennial reassessment period.  They had over 900 in 2015.  Looking at 2012 

through 2014 they found a vacancy and collection allowance of 7.5% was reflected by the 

market activity in the township.  An expense ratio of 12.5% was indicated on a triple net basis 

along with a capitalization rate of 9% based on sales activity within the township.  Atkinson 

further testified that they received the subject’s rent roll and were able to use the subject’s actual 

net rent which indicated $3.67 per square foot of building area.  He then applied that to the gross 

building area of 393,516 to arrive at a potential gross income for the subject of $1,444,204.  

After applying vacancy and collection losses of $108,315 or 7.5% of potential gross income the 

effective gross income was indicated to be $1,335,888.  From this he subtracted 12.5% of 

effective gross income ($166,986) which indicated net income for the subject of $1,168,902.   

 

He then applied an unloaded capitalization rate of 9% which produced an indicated market value 

of $12,987,800 or $33.00 per square foot of building area, including land.  He stated Kleszynski 

utilized a rental rate of $3.75 per square foot of building area and his actual rate for the subject 

was $3.67 per square foot of building area.   

 

Atkinson testified that the vacancy allowance, other expenses and capitalization rates were 

extracted from the market data his office receives.  Atkinson agreed that his income analysis 

indicated a value for the subject of $33.00 per square foot of building area, his equity analysis 

produced a median value of $35.27 per square foot of building area and his sales comparison 

analysis indicated a median value of $33.00 per square foot of building area.  Atkinson testified 

that because a part of their character is to help ensure an equitable distribution of the tax burden, 

when there is a disagreement among the different approaches to value, they tend to favor equity 

out of fundamental fairness to other property owner in the township. 
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On cross-examination, Atkinson testified that he used the subject’s actual income of $3.67 per 

square foot of building area and used market derived data for the remaining part of his income 

analysis.  In regard to development of his 9% capitalization rate, Atkinson testified that in 

preparation for the quadrennial reassessment period, they receive reports of all sales within the 

township and have access to actual income for the properties within the township.  They also 

have access to CoStar and other reports or industry publications that would indicate what 

appropriate capitalization rates are.  Based on a totality of the information his office believed a 

9% unloaded capitalization rate was appropriate and standard.  He agreed that the supporting 

information was not submitted into evidence.   

 

The witness then testified as to the differences in his sale #2 and Kleszynski’s comparable sale 

#3.  He stated Kleszynski’s appraisal reported the wrong sale price, which would change the 

price per square foot value.  In addition, the grantor/grantee were different, and the dates of sale 

were different along with a different document number referencing the sale.  He agreed there 

were two separate sales of the same property.  Kleszynski utilized the first sale of that particular 

property but presented the wrong sale price.   

 

Atkinson stated he used net lease rates without adding tenant reimbursement income, real estate 

taxes or insurance into the income, which he thought would be improper to do.  He testified that 

if he did include those expenses it would represent a gross lease and would then require a loaded 

tax rate.  Atkinson stated that the expenses he used are not particular to the subject property, but 

rather, were derived from all of their income analyses for income producing industrial properties 

in the Bloomingdale Township.   

 

Based on his analysis, Atkinson concluded an assessed value for the subject of $4,329,270 which 

equates to a market value of $12,987,800 or $33.00 per square foot of building area, including 

land.  He stated the current assessment in tax year 2015 for the subject is $36.48 per square foot 

of building area.  He then agreed that his actual income analysis, equity analysis and his median 

sale price for properties similar to the subject support a lower value for the subject in 2015.  

Atkinson testified that if he removed sales #2 and #5, which he considered outliers, the sales 

would range from $22.92 to $33.04 per square foot of building area, including land, which is also 

below the subject’s value as reflected by its current level of assessment.  Atkinson stated all of 

his sales were open-arm’s-length transactions.  To the best of his knowledge none of the sales 

were leased fee sales.  Based on the above testimony the board of review requested confirmation 

of the subject’s assessment.   

 

The taxpayer/intervenor called Bradley Braemer, MAI, AI-GRS as a witness.10 Braemer is a 

Member of the Appraisal Institute (MAI) and is licensed to practice as a State Certified General 

Real Estate Appraiser in Illinois, Iowa and Michigan.  He is employed by Real Estate Analysis 

Corporation (REAC).  He has appraised various types of real estate including multi-family, 

industrial, commercial and special purpose properties.  Industrial properties included warehouses 

and truck terminals.  Commercial properties included hotels, motels, office buildings, department 

stores, multi-tenant shopping centers, single tenant commercial buildings, automobile dealerships 

and nursing homes.    

 
10 Braemer was accepted as an expert valuation witness without objection.   
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Braemer testified that he was assigned to review the appraisal report prepared by Kleszynski 

(Appellant’s Exhibit A) for credibility.  Braemer inspected the subject property on February 13, 

2018.  The review appraisal prepared by Braemer (Intervenor’s Exhibit #8) was entered into the 

record.  He personally inspected the interior and exterior of the subject property on February 13, 

2018.  Braemer testified he reviewed Kleszynski’s appraisal report following the USPAP 

guidelines.  He did not develop a second opinion of value for the subject.   

 

He testified that his first step in reviewing Kleszynski’s appraisal was to make sure his 

[Kleszynski’s] appraisal was a USPAP compliant appraisal.  He then looked at the adequacy, 

relevance and reasonableness of the data included in the appraisal that is under review.  The final 

step was to determine if the final conclusions are credible.  Page 22 of his review is a summary 

of what was in Kleszynski’s report regarding a lease of the subject property.  Page 23 is a 

description of the actual lease that he received from the client at the subject property.  Braemer 

testified that the tenant is Office Depot, and they at one point occupied a portion of the building 

and then around 2012 they signed a lease for the remaining portion of the building.  He stated 

that on the date of value one tenant occupied the entire building.  Page 23 of his review report 

depicts the lease terms which indicated an effective rate of rent of $3.50 per square foot of 

building area which was closely aligned with the amount Kleszynski used in his appraisal at 

$3.51 per square foot of building area.  However, he stated that he did not see in Kleszynski’s 

appraisal a statement that the Office Depot lease was a renewal lease and that Office Depot had 

been in the property for several years.   

 

He testified that in an appraisal they were looking for tenants new to the building.  This is 

because a renewal tenant would have the additional costs associated with moving as they have 

their equipment in the property, so typically an appraiser will put more weight on new leases 

versus renewal leases.  Braemer testified that Kleszynski’s comparable sales #1 and #2 were 

leased fee sales for which no adjustment was made for the leases that were in place at time of 

sale.  Braemer agreed with Kleszynski that an appraiser can use leased fee sales in a fee simple 

valuation as long as an adjustment is made for above or below market rates.  He stated that if 

there is no difference in the contract rents versus the market rents then no adjustment is 

necessary.  Braemer found fault in Kleszynski’s appraisal because the appraisal does not state 

any of the details of the leases and throughout Kleszynski’s testimony it was clear Kleszynski 

did not have the leases for comparable sales #1 and #2.  As a reviewer, he could not tell from 

reading Kleszynski’s appraisal whether an adjustment should have been made, he wanted to 

compare the actual rents but could not.   

 

He further stated a person could not just assume the leases were at market rates.  In order to 

determine if an adjustment was required, he would have to examine the rent, the terms of the 

lease, the size of the lease, annual increases, if any, tenant improvement allowances and the 

basics behind the rent structure over the terms of the lease.  Therefore, it was improper for 

Kleszynski to conclude no adjustment should be made for the property being sold with a lease.  

Because of this, the leased fee sales should not have been used as a comparable.  He stated 

Kleszynski indicated his first element of comparison was property rights, and if he is unable to 

determine if an adjustment is needed for property rights and he is not able to make that 

adjustment, then he would not be able to include those comparable sales in the appraisal.  
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Braemer concluded the conclusion of value for a fee simple interest is not supported by the 

appellant’s appraiser’s methodology and is not credible.  (Intervenor’s Exhibit #8, p. 29). 

   

On cross-examination, Braemer agreed that his review appraisal report states the review 

appraisal report follows the criteria set by the Uniform Standards of Professional Appraisal 

Practice, USAP, under the standards rules 3 and 4, 2018-2019.  Braemer concluded that 

Kleszynski’s analysis in his [Kleszynski’s] appraisal report was adequate to comply with USAP. 

 

He stated Kleszynski’ appraisal report met the requirements of USPAP standard 2-2 for 

minimum reporting requirements in all categories.  Braemer acknowledged he obtained the 

actual lease for the subject property.  Braemer agreed that Kleszynski did not state that he 

reviewed the subject’s actual lease terms.  The witness was then shown a cover page of the 2018-

2019 Uniform Standards of Professional Appraisal Practice standard 3 for Appraisal Review 

Development.  (Appellant’s Exhibit D).  When questioned on whether it was a violation of 

USPAP standard 3 for him [Braemer] to use data not available to the primary appraiser in a 

review report in the development of an opinion as to the quality of the work under review, 

Braemer stated he was just looking at what the lease was at the subject.  He testified that he made 

no comments other than his [Kleszynski’s] rental rate was the same as his [Braemer].  He 

testified that the purpose of obtaining the subject’s actual lease was to make sure that the rental 

rates Kleszynski was putting in his appraisal report were correct.  He then agreed that this would 

help him in developing an opinion as the quality of Kleszynski’s work under review.   

 

The witness was directed to the PTAX-203A Transfer Declaration Sheets for comparable sales 

#1, #2 and #5 wherein the documents depicted the sales were a fair reflection of the market 

value, respectively for each sale.  Braemer agreed that his review appraisal report depicted 

Kleszynski did not adjust his sale comparables for age.  He was then directed to Kleszynski’s 

appraisal report where in it depicted that the comparables were adjusted for physical variations, 

which he stated could include age, but he was not sure if age was included.   

 

Braemer did not agree that just because Kleszynski’s comparable sales #1 ($45.72 per square 

foot) and #2 ($44.48 per square foot) fell between the sale prices of fee simple sales #3 through 

#5 ($40.50 – $52.50) that it could be concluded that leased sales #1 and #2 were likely or close 

to market.  Braemer stated he could not make this conclusion because there are several elements 

of comparison when an appraiser is examining a sale and rental rate is just one element.  He 

stated there may be other reasons why the unit prices are with the range such as motivation from 

the buyer or seller, size and age.  Further, just pinpointing it on unit prices is incorrect.  He 

testified that maybe the sales were at market, but a reader of the appraisal needs to see what the 

rental rates were to determine if the reader was going to make the statement that no adjustment 

was needed. Braemer agreed that he did not have any evidence to conclude that the sales were 

not at market rates.  Braemer testified that Kleszynski had a difficult job in trying to figure out 

what the rental rates were, however, he could have called the buyer or the seller and try to figure 

out what the rental rate was.  He stated that if Kleszynski could not do that and he cannot make 

an adjustment, then he should not be using those comparable sales.  If he [Braemer] were valuing 

the property he definitely would have contacted the buyer, seller or broker.   

 

Braemer stated that the USPAP standards in place at the time Kleszynski prepared his report 

(March 2016) would be controlling, not 2018-2019.  Braemer was working under the 2018 
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standards because that is when he prepared his review appraisal report.  As an expert, Braemer 

testified that the majority of industrial warehouse buildings are typically advertised for sale on 

the open market.  He stated that as shown in Kleszynski’s appraisal report, a property has to be 

exposed on the market for a market valuation, and further, if it was not advertised, it should not 

be used.   

 

Joseph M. Ryan, MAI was next called as a witness on behalf of the taxpayer/intervenor.11  Ryan 

is president of LaSalle Appraisal Group, Inc. which was founded in 1991 as a commercial real 

estate appraisal firm.  He is a member of the Appraisal Institute and is a Certified Real Estate 

Appraiser in the State of Illinois.  He has appraised industrial properties, apartment buildings,  

department stores, banks, office buildings, nursing homes, office building hotels, mixed use 

properties and special use properties among others.  Ryan prepared a retrospective appraisal 

report for the subject property dated March 5, 2018.  (Intervenor’s Exhibit #9).   

 

Ryan testified the purpose of his appraisal was to find the fee simple market value of the subject 

with the intended use of the appraisal being to establish an equitable assessment for the property.  

He stated the property rights appraised were the fee simple unencumbered by leases or any of the 

other four governmental powers of taxation, eminent domain, police power and escheat.  Ryan 

inspected the subject’s interior and exterior along with the surrounding environs.  During his 

interior inspection he was escorted through the building by the plant manager from Office Depot.  

The effective date of his appraisal report is January 1, 2015.  Ryan testified that the subject 

property sold in a fee simple sale in November 2013 with another property.  The grantor was the 

James Campbell Trust and the grantee was Liberty Property Trust, the taxpayer/owner.  He 

stated the appellant bought the leased fee interest and the scope of his assignment was to appraise 

the fee simple interest.   

 

Ryan described the subject property as an industrial building located in Carol Stream, Illinois.  

The site was described as mostly rectangular in shape with adequate frontage.  Accessibility and 

visibility were described as fine.  He found there were no limitations on the subject site for 

development and there were no developmental or functional limitation based on topography or 

size and the subject had good utility.  He stated the subject conformed to similar properties 

located in the central DuPage County submarket.  He described the subject as being in an 

industrial area with a golf course across the street with primarily industrial area to the west.  The 

subject was zoned Industrial District I in Carol Stream to which the subject conformed to zoning 

and was considered a legal use based on the zoning requirements.  Ryan testified the subject 

building     contains 385,000 square feet of building area consisting of a one-story, tilt up, single 

tenant industrial building that was constructed in 1998.  The subject has about 5% of office space 

or approximately 19,000 square feet of building area.  Features include 32-foot ceiling heights.  

Ryan stated the mechanicals were fine and the office had typical office finish.  The warehouse 

was basically unfinished with adequate plumbing and restrooms.  The subject featured docks on 

the north elevation of the building and fifty exterior truck bed height docks.  The subject’s west 

side was retrofitted with 20 lower docks that lacked large overhead doors that were used to load 

panel trucks which he found atypical of the market.  He stated this limited 53-foot trailers on that 

side of the building.  He considered this germane to the subject’s business enterprise conducted 

at the property.  He testified the 20 lower docks would not be considered typical of the market 

 
11 Ryan was accepted as an expert in real estate valuation without objection. 
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and would be considered a super adequacy.  He found the building functional in good condition.  

Ryan described highest and best use which is use that is physically possible, legally permissible, 

economically viable and maximally productive use of the site.   

 

Ryan found the subject property met all of the criteria and as improved it was the highest and 

best use of the site.  As vacant, it would be for industrial use primarily based on the zoning and 

surrounding environs.  Ryan stated he did not prepare a cost approach to value analysis because 

market participants do not rely on the cost approach in making their investment decisions.  He 

stated the property was 17 years old on the date of sale.  In addition, the land was not vacant and 

available for sale.  He was assigned to give one value for the subject and his sales and income 

approaches to value included the land value.   

 

Ryan testified that the sales comparison approach to value is based on the appraisal principle of 

substitution that a buyer would not pay any more for a property that he/she can find a substitute 

property that has the same utility than you would pay for that that property.  He stated properties 

on the market compete against one another and the property with the lowest price and highest 

utility has the widest distribution or the most buyers for the property.   

 

Ryan testified that the purpose for using vacant fee simple estate sales is because an appraiser 

cannot give a fee simple value if he/she does not use properties that sold in fee simple.  He stated 

that if you do not have the property rights correct, you cannot determine a fee simple property 

right using leased fee sales.  Further, the leased fee sales have a limited bundle of rights and there 

are a lot of things that go into a capitalization rate.  He testified that the textbook states the 

quality, quantity and durability of the income stream, but in reality would a person pay the same 

even if they were in the same building if you had to buy a building and Wal-Mart was in one 

building with a long-term lease and K-Mart was in the other building with a short-term lease, 

then the investor is going to pay more for the Wal-Mart property, so the leased fee sales have 

more to do with the quality of the tenant, the risk associated with that tenant which influences the 

overall capitalization rate paid by the investor.   

 

In regard to the use of leased fee sales, Ryan testified that he always cites the Boulder Group 

study.  He stated all the Boulder Group does is sell net leased properties and they have a whole 

research paper on net lease properties with 20-year terms that sell for more than a net lease 

property with a 4 or 5-year term or a 1 or 2-year term due to the fact that there is more risk 

associated with a shorter lease term if the tenant is not going to renew the lease.  He stated that a 

lot of the real estate investment trusts will not buy the short term leased property because they do 

not want to deal with leasing and brokers and things like that.  Further, because they are out of 

that market, oftentimes the capitalization rate is affected by the length of the lease terms, so in 

the fee simple interest, you are acquiring all of the bundle of rights and a vacant property and 

you can lease, sell or do nothing with it.  The buyer is not buying a property with alienated 

rights.  For leased fee sales, the buyer does not have the right to occupy the building.   

 

For his development of the sales comparison approach to value, Ryan utilized six comparable 

sales.  The six sales were located in Itasca, Aurora, McHenry, Romeoville, Bolingbrook and 

Libertyville, Illinois.  The comparables ranged in size from 217,917 to 643,617 square feet of 

building area and were built from 1987 to 2005.  They featured loading docks ranging from 8 to 

39 with drive-in docks ranging from 1 to 4.  The comparables had clear ceiling heights ranging 



Docket No: 15-05647.001-I-3 

 

 

 

18 of 39 

from 24 to 38 feet and were situated on sites ranging in size from 432,500 to 1,524,600 square 

feet of land area with land-to-building ratios ranging from 1.81:1 to 4.00:1.  The properties sold 

from June 2012 to July 2015 for prices ranging from $5,992,887 to $13,500,000 or from $19.58 

to $36.96 per square foot of building area, including land.12  (Intervenor’s Exhibit #9, page 61).   

 

Ryan testified that all of the sale comparables he used were vacant at time of sale.  Ryan then 

stated that comparable sale #2 was reported to have a short-term tenant leasing approximately a 

portion of the building when the property sold.  In his conversations with the broker, he was told 

the seller considered the purchase to be of the fee simple interest.  He considered all of his 

comparable sales as being a substitute for the subject property.   

 

Ryan testified that he independently verified each sale.  He stated that once a sale is found they 

contact someone that had knowledge of the sale; a broker, owner, buyer or seller.  He stated it is 

their procedure that when a sale is written up, the transfer document is printed and put in their 

database.  Ryan inspected most of the sales.  Further, the property is inspected and photographed 

and put in the file.    

 

Ryan utilized qualitative adjustments and compared individual features of the building and 

market conditions.  They considered the property rights, financing terms, conditions of sale, 

market conditions, location, land-to-building ratio, building size, age, ceiling clearance and dock 

areas to arrive at the total adjustments needed.  Ryan adjusted the price per square foot of the 

comparable sales when compared to the subject.  Ryan testified that because he utilized fee 

simple sales, no adjustments for property rights, sale condition or market condition were made.  

He stated sales #1, #2 and #5 had an overall downward adjustment with sales #3, #4 and #6 

having an overall upward adjustment as shown on page 67 of his appraisal report.  (Intervenor’s 

Exhibit #9, page 67).  After making various adjustments, Ryan concluded a value for the subject 

of $32.50 per square foot of building area or $12,525,000, including land.   

 

Ryan reiterated that a leased fee sale would not have the same property rights as a fee simple sale 

because the bundle of rights would be alienated.  He testified that without having an intimate 

knowledge of the leases and how they affected the capitalization rate, it is difficult, if not 

impossible, to make the appropriate adjustment.  Ryan testified that all of his sales were arm’s-

length market value transactions which means there is a willing buyer, willing seller, neither 

under duress, the terms were not [sic] cash or cash equivalent and the property was exposed to 

the open market.  (Intervenor’s Exhibit #9, page 10).   

 

He stated  comparable sales #1, #4 and #5 were adjusted downward because of their superior 

locations.  Ryan testified that the Romeoville/Bolingbrook area is a stronger industrial area with 

better access to the highway system which makes the market a little stronger than central 

DuPage.  He stated the Will County sales have access to I-55 and I-80 so moving product is a 

little less circuitous.  On the other hand, sales #3 and #6 were adjusted upward because of their 

inferior locations because Ryan thought McHenry and Libertyville were not as strong industrial 

markets as the subject’s area.  In regard to size, Ryan testified that usually a size adjustment 

would be required if the difference in the comparable and the subject were approximately 10%.  

 
12 The sale price of comparable #2 was corrected at hearing to $9,518,440.  The sale price per square foot calculation 

was not affected. 
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Ryan stated that an older property in good shape may have more desirability that a newer 

property in poor condition, therefore, the adjustment would be primarily based on age.  He stated 

ceiling heights under 30-feet have less cubic area  and if you can stack pallets higher, you need 

less floor area, which is why higher ceiling height clearances are more desirable.   

 

On page 67 of his appraisal report (Intervenor’s Exhibit #9, page 67) Ryan arrayed the 

comparable sales by whether they were overall positively or negatively adjusted and in the 

middle is what he would expect the value for the subject property would be.  This indicated to 

Ryan that the range was going to be approximately $30 to $34 per square foot of building area 

for the subject property.  He reconciled to $32.50 per square foot of building area for the subject 

or $12,523,680 ($32.50 x 385,344 square feet of building area) or $12,525,000, rounded.  Ryan 

explained that every appraiser would like to find the six sales right on the same block, in the 

same submarket, all the same size, all built the same time.  However, that is not possible, so his 

number one criterion was to find sales of fee simple interest.  From that, Ryan expanded and 

found what sales he could in the subject’s market and expanded further from there.  After he 

found a sufficient number of sales, he then adjusted the comparables to the subject.  Gross 

building area was taken from the subject’s rent roll, which he conferred with the Office Depot 

manager.       

  

Ryan next developed the income approach to value for the subject property.  He developed a 

current estimate of market rent for the subject to then estimate a gross potential income and then 

analyze the vacancy rates for the submarket.  He then recognized the fixed expenses and 

deducted them to establish a net operating income for the subject property.  Next, he selected a 

capitalization rate and applied the capitalization rate to the subject’s net operating income to 

determine a value via the income approach to value.  Ryan stated he used the direct capitalization 

of income capitalization.   

 

Ryan testified that the direct capitalization method involves taking the net operating income and 

dividing it by a capitalization rate and determining a value.  He stated that for a property tax 

assignment, the idea is to determine the rent on a certain date, which in this case was January 1, 

2015.  However, oftentimes rents have escalation clauses that step up the rent over the lease 

term, but those rents are for years down the road, and the assignment is to value the property as it 

is found on the date of value.   

 

Ryan testified that he did have occasion to review the subject’s lease terms.  He then looked at 

the rent roll they had for the subject property which was 100% leased as of the date of value.  He 

said the lease commenced in January 2012 and the rent on January 1, 2015 was $3.58 per square 

foot of building area.  The lease contained a pass-through for common area maintenance of $0.64 

cents and the real estate tax pass-through was just under a dollar which indicated a gross lease of 

$5.18 per square foot of building area.  Ryan testified that a gross lease represents how the renter 

of the property looks at the market.  Disparity in taxes, disparity in common area maintenance 

affects the rent he [the renter] will pay.  The renter is paying all of those costs, so back to the 

principle of substitution in a sales comparison approach, if you can rent a building with the same 

utility that has lower taxes and lower maintenance costs, you are going to do it or it is going to 

affect the landlord’s net rent if the renter’s tax and CAM pass-throughs are higher, the landlord 

may have to take less rent to compensate for the prudent tenant.   
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Ryan stated that in a property tax case, the use of the gross rent allows him to isolate property 

taxes as an expense and substitute a tax load so that the actual property taxes do not negatively or 

positively affect the value.  Based on his experience in the central DuPage County submarket, 

Ryan testified that the lease may state that it is a net lease, but the pass-throughs are paid by the 

tenant and then the tenant certainly recognizes what the pass-throughs are.  He reiterated that in a 

property tax appraisal and in order to isolate the property tax component of the gross lease, the 

tax load is substituted and added to the capitalization rate and the taxes are not expensed as an 

operating expense.  He examined four rental comparables.   

 

The rental comparables, found on page 76 of his appraisal report, ranged from $4.17 to $5.21 per 

square foot of building area on a gross rental rate.  The rental comparables were adjusted for 

market conditions, location, age, utility, size and ceiling clearance.  Ryan testified that all of his 

rental comparables were a substitute for the subject property and each was verified with the 

broker to the transaction.  All of the rental comparables required an overall downward 

adjustment. After making the qualitative adjustments, Ryan concluded a gross rental rate of 

$5.00 per square foot of building area on a gross lease basis and applied this to the subject’s 

385,344 square feet of building area to conclude a potential gross income for the subject of 

$1,926,720 or $1,927,000 rounded.  He testified that no tenant reimbursements were added to 

this amount because they were included.   

 

Ryan stated that vacancy in the central DuPage County submarket had a decrease from 7.56% in 

the fourth quarter of 2013 to 7.35% in the fourth quarter of 2014.  For the purposes of 

determining market vacancy, he applied 7.35% of potential gross income to represent the 

vacancy and collection loss or $141,614, which was deducted to arrive at an effective gross 

income of $1,785,106 or $1,785,000, rounded.  (Intervenor’s Exhibit #9, page 78).     

 

In order to determine appropriate operating expenses, Ryan used the Building Owners and 

Managers Association (BOMA) survey of customers as to their operating expenses for industrial 

type properties.  Ryan testified that the BOMA survey is a national survey that is broken down 

on a regional basis.  Ryan testified that the data he used came was specific to the market for 

suburban Chicago warehouse and manufacturing buildings.  BOMA reported that for suburban 

Chicago warehouse and manufacturing buildings greater than 400,000 square feet of building 

area utilities ranged from $0.02 to $0.07 cents, repairs and maintenance ranged from $0.12 to 

$0.31 cents, management fees ranged from $0.06 to $0.14 cents, insurance ranged from $0.05 to 

$0.06 cents, real estate taxes ranged from $0.96 to $1.07 and administration fees ranged from 

$0.06 to $0.11 cents on a per square foot of building area basis.   

 

Ryan then stabilized administration fees at $0.02 cents per square foot of building area ($7,500), 

repairs and maintenance at $0.16 per square foot of building area ($60,000), utilities at $0.01 

cents per square foot of building area ($5,000), insurance at $0.06 cents per square foot of 

building area ($22,500), management fees at $0.11 cents per square foot of building area 

($42,500) and replacement reserves at $0.20 cents per square foot of building area ($77,500).  

His stabilized operating expenses at 7.40% of effective gross income (excluding replacement 

reserves and real estate taxes) were estimated to be $0.36 cents per square foot of building area 
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or $215,000.13  (Intervenor’s Exhibit #9, page 81).  Ryan testified that appraisers use the BOMA 

survey to determine if the expenses for the subject property are realistic or within the market.   

 

Ryan found that over his appraising thousands of industrial properties that rent is fairly market 

based, but expenses are unique to the property.  Ryan stated his estimated administration 

operating expense of $0.02 cents was at the low end of the range depicted by BOMA.  Ryan 

testified that he was also aware of what the CAM expense was for the subject property at $0.64 

cents per square foot of building area which meant the tenant was reimbursing the landlord $0.64 

cents per square foot of building area for operating expense, which was on the high-end of what 

BOMA was reporting.  He stated the rental comparables were between $0.34 cents and $0.60 

cents per square foot of building area, but three of the rental comparables were $0.37, $0.42 and 

$0.34 cents, respectively, per square foot of building area, so he utilized $0.36 cents per square 

foot of building area, excluding real estate taxes.  Total operating expenses for the subject 

property was depicted as $215,000 or $0.56 cents per square foot of building area.     

 

In order to estimate the appropriate overall capitalization rate, Ryan examined direct 

capitalization and the band of investment method.  Ryan testified that he did not use market 

derived capitalization rates for the fact that he did not use any leased fee sales.  He examined a 

survey called Realty Rates which is a national survey of property investors and industrial 

buildings.  He testified that for industrial properties in the first quarter of 2015 depicted industrial 

capitalization rates were from 4.6% to 13.5% with an average of 9%.  He stated industrial 

properties all types included warehouses and manufacturing, although, manufacturing is 

primarily owner occupied.  Ryan also considered the band of investment technique which weighs 

the mortgage and equity components found in the market.  He stated they are weighted by the 

loan to value ratio and the equity ratio and when added together they give an idea of the overall 

capitalization rate.  Ryan utilized a 25-year mortgage, 4% mortgage rate and a 70% loan to value 

ratio which resulted in a mortgage constant of 6.33%  This was then weighted against the 70% 

loan which indicated a mortgage component of 4.43%.  An equity factor of 12.5% for the 

dividend rate was used with a 30% equity position by the investor, which indicated a 3.75% 

equity component.  The band of investment technique indicated an overall capitalization rate of 

8.18%.  He chose an 8.75% overall capitalization rate based on investor’s criteria for the subject 

property after giving more weight to the surveyed market participants.       

 

Ryan then used the statutory level of assessment of 33.33% and multiplied it by the tax rate of 

10.525% to determine the tax load or the effective tax rate of 3.51% which he then added to the 

overall capitalization rate of 8.75% for a tax adjusted or loaded overall capitalization rate of 

12.26%.  A tax load was applied because he did not deduct property taxes as an expense.   

 

Ryan estimated effective gross income for the subject of $1,785,106 and deducted operating 

expenses of $215,000 to arrive at a net operating income of $1,570,106 which was capitalized at 

the 12.26% overall tax loaded capitalization rate which then indicated a value for the subject of 

$12,806,738 or $12,800,000, rounded or $33.22 per square foot of building area, including land.  

(Intervenor’s Exhibit #9, page 85).   

 

 
13 Total operating expenses including reserves was estimated to be $0.56 cents per square foot.  (Intervenor’s Exhibit 

#9, page 81). 
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In reconciling the two approached to value for the subject Ryan gave more weight to the sales 

comparison approach ($12,525,000) because the scope of the assignment was for a fee simple 

interest and he had sales of fee simple interest property.  The income approach to value 

($12,800,000) was also given significant consideration in his final analysis.  Based on his 

analysis, Ryan estimated the subject’s fee simple value of $12,600,000. 

 

On cross-examination, Ryan testified that the size of the subject he indicated (385,344 square 

feet) did not include a second-floor mezzanine office of 8,172 square feet of office area.  He 

stated the area was not used and was atypical of the market.  The area was used for storage so he 

would not add the 8,172 square feet to the subject’s size.   

 

Ryan was presented with a Co-Star report (Appellant’s Exhibit E) and a press release 

(Appellant’s Exhibit F) indicating the subject property was advertised for sale at the time of its 

purchase.  Ryan stated he opined the subject as not being advertised for sale based on the PTAX-

203 Transfer Declaration Sheet.  Ryan stated it really did not matter to him because the subject’s 

sale was of a leased fee interest and the scope of his assignment was to value the fee simple 

interest.   

 

Ryan then admitted that he incorrectly described the subject as having a broken floor plan.  Ryan 

agreed that 4 of his 6 sales were located outside of DuPage County.  Ryan admitted that he did 

not analyze actual sales in computing the overall capitalization rate.  When asked if there were 

sales within the subject’s immediate central DuPage market that he considered, but did not use, 

Ryan stated he first looked for size and did find sales in DuPage.  However, they were either 

leased fee sales that he could not verify the lease terms, or they were sales he could not verify.  

He found one sale in the subject’s submarket, but the sale had rail access and the seller’s broker 

told him the buyer paid up to get the rail access.  It appeared the buyer was a paper manufacturer 

and had 15,000-pound rolls of paper coming in and needed a train rail spur access.   

 

The intervenor/taxpayer then rested its case. 

 

In rebuttal, the appellant’s counsel called Eric Dost MAI, AI-GRS as a witness.14  Dost is 

president of Dost Valuation Group Ltd.  He has appraised apartment complexes, assisted living 

facilities, charter schools, shopping centers, distribution facilities, hospitals hotels, 

manufacturing plants and various other properties.  He is a State Certified General Real Estate 

Appraiser in Illinois, Indiana, Iowa, Michigan and Wisconsin.  Dost prepared an appraisal review 

report (Appellant’s Exhibit G) of the LaSalle appraisal.  (Intervenor’s Exhibit 9).   

 

Dost testified that his appraisal review report was prepared in a manner consistent with USPAP 

standards.  He stated the scope of his appraisal review was to read the report [LaSalle Group 

appraisal] and review it for the quality of data, completeness, accuracy, the relevance of data and 

analysis given the property’s type and intended use.  Dost’s client was Community Consolidated 

School District #93.  In order to complete his review report, he read the LaSalle Group appraisal 

report, looked up public record information, information on the CoStar database, internet 

research as well as his experience in appraising and reviewing other properties in the market 

area.   

 
14 Dost was accepted as a valuation expert without objection. 
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Dost found the Ryan’s income approach was based on nonmarket-oriented gross lease basis.  He 

testified that the capitalization rate was inconsistent with the subject’s actual capitalization rate 

and above market levels.  He stated the appraisal implied that only vacant buildings are 

representative of fee simple values, which is incorrect.  Further, he stated several relevant sales 

in DuPage County were omitted.  He found Ryan relied on sales outside of DuPage County when 

there were local ones available.  Dost testified that an omission of the land value and the 

combination of factors led to a report that was not credible or reliable.   

 

Dost testified further that Ryan did not prepare a cost approach to value, however, he [Dost] does 

not believe a depreciated replacement cost of the improvements are relevant for a property of the 

subject’s age.  However, the land value is relevant and important for a test of the highest and best 

use as improved.  He stated land values are often a pretty large component of industrial property 

values.  And finally, it is part of the assessment.  Dost testified that the land valuation shows if 

the improvements have contributory value to the total value.  He stated that in some cases when a 

property is nearing the end of its life, the land value as vacant becomes higher than the value as 

improved.  He testified that it was a significant deficiency that Ryan did not include a land sales 

analysis in his appraisal.  Dost testified that the subject property was advertised for sale 

according to a CoStar report and a press release which is in contradiction of what Ryan stated in 

his report.   

 

Further, Dost stated that Ryan incorrectly reported the subject’s lease as a gross lease when in 

fact it was a net lease.  Dost testified that if an appraiser uses a gross lease instead of a net lease 

it increases the rental rate and is not market oriented and allows the appraiser to use a full load 

factor inappropriately when the tenant is really responsible for paying the property taxes.  He 

further stated this transfers the property tax burden to the property owner through the use of a 

full load which decreases the value to the landlord.   

 

Dost also stated he would use 392,959 square feet as the subject’s building size to include the 

8,172 square foot second floor office.  Dost stated that a leased fee value can be the same as a fee 

simple value.  Further, a leased fee interest is a partial interest due to an economic interest being 

transferred to a tenant via a lease.  The creation of a lease divides the fee simple into a leased fee 

interest which is the property owner’s interest and the leasehold interest which is the tenant’s 

interest.  He stated the fee simple estate equals the leased fee plus the leasehold estate.  Dost 

testified that The Appraisal of Real Estate, 14th Edition also states that the relationship between 

contract rent and market rent greatly affects the value of the leasehold or tenant’s estate.  A 

leasehold interest may have value if the contract rent is less than market rent creating a rental 

advantage for the tenant.  Further, this relationship in turn may affect the value of the leased fee 

interest.  The value of a leased fee interest would fix rents below market rents, which may be 

worth less than the unencumbered fee simple or the leased fee interest at market rent levels.   

 

Dost stated that for example, if market rent is $15 for the fee simple estate and the property is 

under a long-term lease for $5, the value to the fee simple estate would be based on the $15 

market rent.  The leased fee would be based on the $5 and the leasehold estate then would have a 

value based on $10 per square foot in a hypothetical, highly simplistic scenario.  So, the leased 

fee would be $5 plus $10 for the leasehold which equates to the $15.  As another example, Dost 
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stated that if the fee simple estate market rent was $15 and the leased fee estate was leased at 

$15, the leasehold estate would have a zero-rent advantage and basically no value.   

 

In regard to the difference between investment value and market value, Dost testified that 

investment value is the value of a certain property to a particular investor given that investor’s 

investment criteria.  Investment value may coincide with market value if the investor’s 

investment criteria are typical of buyers in the market.  Further, if this is the case, he stated the 

values may be the same.  Dost explained that basically it means that if the investor’s criteria such 

as the capitalization rate are at market levels, the investment value may be the same as market 

value.  If the property was leased and occupied at market levels and the capitalization rate was 

consistent with market levels, the value of the fee simple interest would be the same as the leased 

fee interest since there was no rent advantage as it would basically be a market price.   

 

Dost agreed that the subject is a modern distribution warehouse.  He stated that a typical buyer 

could be an owner, occupant or investor.  Multi-tenant buildings are typically purchased by 

investors.  Dost disagreed with Ryan’s statement on page 47 of his [Ryan’s] report wherein it 

states that “investors are not concerned with vacancy and collection loss or capital costs.  The 

consistent sale of a vacant building represents the market value to the real estate (a transaction 

not influenced by cash flows).”  Dost disagreed with this statement by Ryan, he stated that a 

vacant building actually has negative cash flow and has a very large negative net operating 

income (NOI) typically due to property taxes and insurance and other holding costs while it is 

vacant.  Dost disagreed that only vacant buildings sales represent fee simple prices.  Dost 

reiterated that the value of a fee simple interest can be the same as the value of the leased fee 

interest depending upon the relationship of contract rent and market rent.  Dost further testified 

that vacant buildings have zero percent occupancy which is not stabilized.  Again, there are 

holding costs for vacant buildings such as property taxes, insurance, security, et cetera and so 

they actually have a negative NOI, so they definitely do not have a stabilized occupancy or 

revenue.   

 

Dost stated buildings other than just vacant buildings should also be considered.  Dost testified 

that Ryan’s assertion of only considering vacant buildings conflicts with his [Ryan’s] 

explanation of typical purchasers of the subject’s type of property because there was an investor 

demand for this type of property.   

 

Dost opined that Ryan’s comparable sale #1 was in the O’Hare Airport submarket and sale #2 

being in the Fox Valley submarket.  He also thought there were more recent sales available in 

regard to sale #2.  He stated sale #3 was in a significantly different submarket from the subject as 

it was in McHenry County.  As to sale #5, Dost stated the reported date of construction was 

2005, while CoStar reported the property was constructed in 1967.  He stated the incorrect age 

results in an incorrect adjustment for date of construction.  Also, he found comparable sale #6 as 

being in a significantly different submarket from the subject.  Based on his analysis, Dost found 

none of the comparables used by Ryan were in the central DuPage County submarket.   

 

Dost opined that Ryan’s comparable sales #1 and #2 required an adjustment for market 

conditions.  Dost testified that he found four recent sales in the subject’s size range in DuPage 

County that were all vacant, which Ryan did not use.  He stated these sales would have ben 

available to Ryan through the CoStar reports.  Dost considered the sale located at 700 Kimberly 
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to be a serious omission in Ryan’s appraisal report because of its similar size, date of sale and 

location within the same industrial district of Carol Stream.  Dost testified that the LaSalle report 

(Intervenor’s Exhibit 9) incorrectly implies that only vacant building sales are representative of 

fee simple values.  Dost’s review of the sales indicated that four of the sales were outside of 

DuPage County and the LaSalle report omitted four vacant building sales with DuPage County 

including on in Carol Stream located less than a mile from the subject.  Dost opined that due to 

the omission of relevant recent sales, he did not consider Ryan’s sales comparison approach to be 

credible or reliable.   

 

Dost explained that the difference between a gross lease and a net lease was that a gross lease is 

all inclusive rent and the landlord pays for all operating expenses including taxes.  In a net lease 

the rent is net and the tenant is responsible for all operating expenses.  Dost stated the LaSalle 

report indicates that the Office Depot lease commenced in January of 2012 and that the rent is 

$3.58 per square foot of building area and that there are pass-throughs of $0.64 cents per square 

foot for CAM and $0.96 cents for the real estate taxes.  Dost stated it appears Ryan converted the 

subject’s net lease to a gross lease, which was not reflective of the market.  Dost testified that all 

of Ryan’s rental comparables appeared to be net leases which Ryan changed to gross leases.  He 

stated the market standard for lease types for large, single-tenant industrial buildings was for a 

net lease.  Because of this, he considered that using a gross lease basis for rents of large, single-

tenant industrial building leases to be incorrect appraisal methodology.  Dost testified that the 

proper method would have been to use a net lease with the tenant responsible for the majority of 

operating expenses including property taxes and then the appraisal could include expense 

recoveries or reimbursements as an income line item to include the expenses paid ty the landlord 

but reimbursed by the tenant.  He stated that the use of a gross lease structure really affects the 

value due to the property taxes in the use of a full load factor.  At a maximum, Ryan should have 

used a pro-rated load factor.  Dost testified that what Ryan did really decreased the subject’s 

value using a full-load factor because the property was fully occupied and Ryan stabilized it at 

93% occupancy, so the tenant is responsible for 93% of the taxes under his [Ryan] stabilized 

premise.  Dost agree that Ryan did not include the subject’s actual income and expenses in the 

income analysis section of his report.   

 

In regard to Ryan’s development of the capitalization rate, Dost testified that his use of “all 

industrial types” rather than a more specific distribution warehouse disclosed that distribution 

warehouses had an average capitalization rate that was lower than for “all types.”  Dost found 

that Ryan should have used a second source rather than just rely on Realty Rates.com.  Dost 

found the range of capitalization rates from the four sales he found ranged from 5.65% to 7% 

with an average of 6.05%.  Dost computed the subject’s capitalization rate in regard to its sale 

was 5.73%.  Therefore, based on this data, Dost opined that Ryan’s selected capitalization rate of 

8.75% was not market oriented and not credible.  Dost further opined that the income approach 

to value as developed by Ryan was not credible nor reliable.   

 

Dost also found that based on his data and analysis of the research, the adequacy, completeness 

and reliability of the 2015 LaSalle report (Intervenor’s Exhibit #9) was not credible or reliable.  

Dost testified that his opinion was in conformity with the standards of professional conduct and 

code of ethics of the professional association to which he belongs.  Dost was confident that his 

research and analysis leads to a well-supported technical review appraisal report for the subject 

property consistent with property appraisal methodology and practice.   
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On cross-examination, Dost agreed that the property at 700-710 Kimberly in Carol Stream was 

used by Kleszynski in his appraisal report as improved sale #3 on page 56.  (Appellant Exhibit 

A).  Dost agreed however that Kleszynski reported the sale date of comparable sale #3 as being 

January 2014 while Dost depicted a sale date of December 2014.  Dost agreed the sale price was 

the same and the address was the same.  He was not sure if these were typographical errors.  

Dost stated Kleszynski’s reported sale price for comparable sale #3 was incorrect as it 

represented the December 2014 sale price of $12,125,000 [actual sale price was $17,500,000] 

(See Appellant’s Exhibit H) and not the January 2014 sale price ($12,125,000) (See Intervenor’s 

Exhibit #4).   

 

In reviewing Ryan’s reporting of the subject’s size, Dost relied upon the assessor’s records and 

admitted that he did no other independent verification.  Dost testified that he did not do an 

interior inspection of the subject property, but did perform what he called a kind of drive-by at 

one point.  He admitted he did not do an exterior inspection of the subject property.  Dost 

acknowledged that he had no opinion on whether the subject property was overvalued or 

undervalued.  Dost admitted that there was no legal authority that required Ryan develop a land 

valuation in his report.  Dost then agreed that Ryan was most likely correct in his conclusion of 

the subject’s highest and best use as improved.   

 

Dost admitted that if an appraiser were using a leased fee property, the appraiser would need to 

know the contract rent in order to use the leased fee sale.  Dost agree with the general concept 

that if the sale of a leased property is to be used as a comparable sale in the valuation of the fee 

simple interest in another property, the comparable sale can only be used if reasonable and 

supportable market adjustments for the differences in rights can be made.  Dost testified that 

reasonable and supportable market adjustments would be based on the relationship between 

market rent and contract rent.   

 

In regard to the leased fee sales Dost utilized in his review report wherein he felt Ryan could 

have used without knowing the full lease terms.  Dost testified that each of his leased fee sales 

had varying terms.  Two of the leased fee sales had recent renewals immediately before the sale.  

Another one had a big lease expiration coming up within a year and was going to be 50% vacant.  

Dost stated he did not think an appraiser necessarily had to have 100 percent of the lease terms.  

The properties were leased and if a property was leased at market rates immediately before the 

term before it sold, it is going to be a market transaction.  Dost admitted he was assuming it was 

a market transaction because he did not actually examine the lease or receive confirmation as to 

the lease terms and did not know what the lease terms were.  Dost testified that the leased fee 

sales he used are frequently triple net leased deals.  The net operating income (NOI) per square 

foot usually contains minimal deductions for expenses or vacancy.  He stated these properties are 

representative of the rental rate and the capitalization rate is calculated based on the first-year net 

operating income which is generally very similar to the actual contract rent in the first year.  Dost 

admitted the appraiser should confirm either the NOI or the lease rate with somebody familiar 

with the lease terms.   

 

Dost admitted that the sales he identified as being omitted in Ryan’s appraisal report were 

identified by CoStar, however, the sales would need additional research in order to make the 

appropriate adjustments.  Dost agreed that it was only his opinion that by not including any of 



Docket No: 15-05647.001-I-3 

 

 

 

27 of 39 

the subject’s actual income or expense amounts in Ryan’s appraisal that it was a significant 

omission and was not requirement of USPAP.  Dost explained that he looked up the information 

for his available comparable sales with brokerage companies, marketing material as well as 

PTAX forms.  To the best f his knowledge, all of his prospective sales were arm’s-length 

transactions.  In addition, he believed all of his leased fee sales were open arm’s-length 

transactions and should have been considered by Ryan.  Dost admitted that he had no evidence 

that Ryan did not consider the transactions he proffered.  Dost agreed that if either appraiser had 

not considered the sales he proffered, it would be inappropriate.   

 

On redirect, Dost reiterated the data incorrectly reported by Kleszynski for comparable sale #3.  

Dost testified that he was able to determine the capitalization rates for each of his proffered sales 

by using information from CoStar and from broker’s marketing material.  Dost stated this 

information would have been available to Ryan and he should have looked into the sale given the 

locations of Carol Stream.   

 

Conclusion of Law 

 

The appellant, Community Consolidated School District No. 93, contends the market value of 

the subject property is not accurately reflected in its assessed valuation.  When market value is 

the basis of the appeal the value of the property must be proved by a preponderance of the 

evidence.  86 Ill.Admin.Code §1910.63(e).  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 appellant did not meet this burden of proof and an increase in 

the subject's assessment is not warranted. 

 

The Board finds the best evidence of market value to be the appraisal prepared by Joseph M. 

Ryan, MAI, which estimated the subject’s market value of $12,600,000 as of January 1, 2015 

along with consideration of the income analysis presented by Atkinson.  The Board finds Ryan’s 

appraisal was well supported by the income approach presented by the board of review.   The 

subject's assessment reflects a market value of $14,370,210 or $36.52 per square foot of gross 

building area, land included.  The appellant requested the subject’s assessment be increased to 

reflect a market value of $47,887,14715 and submitted an appraisal prepared by Dale J. 

Kleszynski, MAI, SRA, estimating the subject property had a market value of $16,900,000 as of 

January 1, 2015.   

 

Initially, the Board gives little weight in its analysis to the appellant’s requested assessment of 

$15,946,420 which reflects a market value of approximately $47,887,147 using the 2015 three-

year average median level of assessment for DuPage County of 33.30%.  The Board finds no 

support in this record for this claim.  The Board finds the appellant did not file an amended 

petition to conform with the evidence produced by its appraiser.  Section 1910.31(a) (86 

Ill.Admin.Code §1910.31(a)) states in relevant part: 

 

After the Property Tax Appeal Board has transmitted an appeal to the board of 

review and the time period for intervention under Section 1910.60 has expired, a 

 
15 See appellant’s appeal petition, Section 2(c). 
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petition for appeal may be amended to correct any technical defects, except when 

the amendment would be prejudicial to a party. 

 

The Board finds that appellant, after receiving not less than three extension requests, failed to file 

an amended petition in accordance with Property Tax Rule 1910.31(a) to conform its requested 

assessment with the evidence it presented in support of its claim.16  Therefore, the board gives 

the appellant’s request to increase the subject assessment to $15,946,420 to reflect a market 

value of $47,887,147 little weight.  The Board will, however, consider the evidence presented by 

the appellant and give it its appropriate weight herein. 

 

The Board finds the land sales used by Kleszynski were a credible indicator of the subject’s land 

value and supported the board of review’s estimated land value for the subject of $3,197,898.  

Kleszynski estimated the subject’s land value of $4.25 per square foot of land area or $3,346,607 

or $3,345,000, rounded, utilizing five land sales.  He stated the sales comparison approach for 

land only was important because the land, given the intended use of the appraisal is important to 

understand so that the property can be assessed correctly and is also important as part of the 

analysis of highest and best use.   

 

For land sales Kleszynski utilized properties that he identified as similar highest and best use 

features to the subject property.  The land sales were located in industrial districts and were 

adjusted for property rights conveyed, financing, condition of sale, elapsed time on the market, 

location, zoning, size and physical variations.  After making adjustments, Kleszynski selected a 

unit value for the subject of $4.25 per square foot of land area or $3,346,607 or $3,345,000, 

rounded.  (787,437 x $4.25 = $3,346,607).  (Appellant’s Exhibit A, page 37).  The income 

analysis presented by the board of review (Board of Review Exhibit A-2) depicts the subject’s 

land assessment of $1,064,900 which reflects a land market value of $4.06 per square foot of 

land area or $3,197,898.  In addition, the appellant’s appeal petition requested no change in the 

subject’s land assessment.  Based on the slight difference of land value as found by Kleszynski, 

the appellant’s requested amount and the board of review, the Board finds the subject’s land 

value is supported and no change in the subject’s land assessment is warranted.       

 

The Board next examined the improved sale comparables presented by each appraiser and the 

board of review.  Kleszynski agreed that there was an increase in value overall in the industrial 

market from 2012 to 2014 for the industrial market in central DuPage County which he thought 

ranged from 3% to 6% annually.  He agreed that if it were 6% annually, then a two-year-old sale 

would have a straight-line adjustment of 12%.  In regard to his sale comparables Kleszynski 

testified he reviewed the CoStar reports and Transfer Declaration Sheets for each comparable 

sale, however, after being presented with the aforementioned documents, Kleszynski admitted 

that sales #1 and #2 were leased fee sales, the sale price for sale #3 was incorrectly reported and 

sales #4 and #5 were reported as not being advertised for sale.     

 

Kleszynski agreed that the buyer for comparable sale #1 was purchasing an income stream along 

with the property.  Kleszynski was unable to state the number of leases which may have been 

 
16 Appellant’s appeal found incomplete – 30-day extension granted on September 15, 2016.  Upon request, a second 

extension request of 60-days was granted to appellant on October 21, 2016.  On January 20, 2017 a final extension 

request of 60-days was granted appellant upon request.  
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present at the time of comparable #1’s sale.  Kleszynski could not state the specifics of the 

lease(s) for comparable sale #1.  The CoStar report depicted Allegheny Technologies, Inc. was 

the lessee at time of sale.  Kleszynski reiterated he could not state if there were additional 

tenants.  Kleszynski admitted he did not review the lease(s) for this property, so he could tell 

when the lease(s) started or how long the lease(s) were.  Kleszynski agreed that the market 

conditions at the time a lease is executed could affect the lease rate.  However, Kleszynski 

testified that he could not state what the market conditions were at the time it was leased because 

he did not have the signed lease date.  Kleszynski stated comparable sale #2 was also leased at 

time of sale.  Kleszynski admitted he did not review the lease(s) for comparable sale #2 and 

therefore could not answer questions concerning the specific terms of the lease(s).  Kleszynski 

acknowledged that even without knowing specific lease information, he did not make any 

adjustment for the lease(s).  Kleszynski stated no adjustment was made because the sales 

appeared to be at market prices.  Kleszynski admitted that he did not have the lease information 

for comparable sale #2 to make the statement that the lease was at market rate.   

 

Kleszynski’s appraisal report, page 56 depicts comparable sale #3 sold in January 2014 for 

$17,500,000.  However, the Transfer Declaration Sheet depicted the property sold for 

$12,125,000 and not the $17,500,000 as shown in the appraisal.  Kleszynski agreed that at a sale 

price of $12,500,000, the sale would be at $32.04 per square foot of building area, including 

land.   

 

Comparable sale #4 was occupied at the time of sale and immediately vacated after the sale.  The 

CoStar report and the Transfer Declaration Sheet for this sale also indicated that comparable sale 

#4 was not advertised for sale.  Kleszynski was adamant and did not agree that comparable sale 

#4 did not meet his definition of market value.  However, Kleszynski’s appraisal report, page 3, 

indicates the most probable price a property should bring is a competitive open market allowing 

for a reasonable time for exposure in the open market.  Kleszynski admitted that the Transfer 

Declaration Sheet for this sale depicted it also was not advertised for sale.  Kleszynski admitted 

that he would have reviewed the CoStar report and Transfer Declaration Sheet for these sales.  

Kleszynski acknowledged that in his final reconciliation to value he place most weight on his 

sales comparison approach even though sales #1 and #2 were leased fee sales and the sale price 

for sale #3 was incorrectly listed along with sales #4 and #5 not being advertised for sale.   

 

Braemer testified that Kleszynski’s comparable sales #1 and #2 were leased fee sales for which 

no adjustment was made for the leases that were in place at time of sale.  Braemer agreed with 

Kleszynski that an appraiser can use leased fee sales in a fee simple valuation as long as an 

adjustment is made for above or below market rates.  He stated that if there is no difference in 

the contract rents versus the market rents then no adjustment is necessary.  Braemer found fault 

in Kleszynski’s appraisal because the appraisal does not state any of the details of the leases and 

throughout Kleszynski’s testimony it was clear Kleszynski did not have the leases for 

comparable sales #1 and #2.  As a reviewer, he could not tell from reading Kleszynski’s 

appraisal whether an adjustment should have been made, he wanted to compare the actual rents 

but could not.  He stated a person could not just assume the leases were at market rates.   

 

In order to determine if an adjustment was required, he would have to examine the rent, the 

terms of the lease, the size of the leased premises, annual increases, if any, tenant improvement 

allowances and the basics behind the rent structure over the terms of the lease.  Therefore, it was 
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improper of Kleszynski to conclude no adjustment should be made for the sale property being 

sold with a lease.  Because of this, the leased fee sales should not have been used as a 

comparable.  He stated Kleszynski indicated his first element of comparison was property rights, 

and if he is unable to determine if an adjustment is needed for property rights and he is not able 

to make that adjustment, then he would not be able to include those comparable sales in the 

appraisal. 

 

For his development of the sales comparison approach to value, Ryan utilized six comparable 

sales.  The properties sold from June 2012 to July 2015 for prices ranging from $5,992,887 to 

$13,500,000 or from $19.58 to $36.96 per square foot of building area, including land.  

(Intervenor’s Exhibit #9, page 61).  Ryan testified that all of the sale comparables he used were 

vacant at time of sale.  Ryan then stated that comparable sale #2 was reported to have a short-

term tenant leasing approximately a portion of the building when the property sold.  However, in 

his conversations with the broker, he was told the seller considered the purchase to be of the fee 

simple interest.  He considered all of his comparable sales as being a substitute for the subject 

property.   

 

Ryan testified that he independently verified each sale.  He stated that once a sale is found they 

contact someone that had knowledge of the sale; a broker, owner, buyer or seller.  In addition, 

Ryan inspected most of the sales.  

 

Ryan utilized qualitative adjustments and compared individual features of the building and 

market conditions.  His office considered the property rights, financing terms, conditions of sale, 

market conditions, location, land-to-building ratio, building size, age, ceiling clearance and dock 

areas to arrive at the total adjustments needed.  Ryan adjusted the price per square foot of the 

comparable sales when compared to the subject.  Ryan testified that because he utilized fee 

simple sales, no adjustments for property rights, sale condition or market condition were made.  

He stated sales #1, #2 and #5 had an overall downward adjustment with sales #3, #4 and #6 

having an overall upward adjustment as shown on page 67 of his appraisal report.  (Intervenor’s 

Exhibit #9, page 67).  After making various adjustments, Ryan concluded a value for the subject 

of $32.50 per square foot of building area or $12,525,000, including land.   

 

Ryan reiterated that a leased fee sale would not have the same property rights as a fee simple sale 

because the bundle of rights would be alienated.  He testified that without having an intimate 

knowledge of the leases and how they affected the capitalization rate, it is difficult, if not 

impossible, to make the appropriate adjustment.  Ryan testified that all of his sales were arm’s-

length market value transactions which means there is a willing buyer, willing seller, neither 

under duress, the terms were not [sic] cash or cash equivalent and the property was exposed to 

the open market.  (Intervenor’s Exhibit #9, page 10).   

 

He stated  comparable sales #1, #4 and #5 were adjusted downward because of their superior 

locations and sales #3 and #6 were adjusted upward because of their inferior locations because 

Ryan thought McHenry and Libertyville were not as strong industrial markets as the subject’s 

area.  On page 67 of his appraisal report (Intervenor’s Exhibit #9, page 67) Ryan arrayed the 

comparable sales by whether they were overall positively or negatively adjusted, and the middle 

is what he expected the value for the subject property would be.  This indicated to Ryan that the 

range was going to be approximately $30 to $34 per square foot of building area for the subject 



Docket No: 15-05647.001-I-3 

 

 

 

31 of 39 

property.  He reconciled to $32.50 per square foot of building area for the subject or $12,523,680 

($32.50 x 385,344 square feet of building area) or $12,525,000, rounded.   

 

Ryan explained that every appraiser would like to find the six sales right on the same block, in 

the same submarket, all the same size, all built the same time.  However, that is not possible, so 

his number one criterion was to find sales of fee simple interest.  From that, Ryan expanded and 

found what sales he could in the subject’s market and expanded further from there.  After he 

found a sufficient number of sales, he then adjusted the comparables to the subject.   

 

The Board finds both appraisers agreed that leased fee sales could be used to determine a fee 

simple value.  However, this is conditioned on an examination or review of the lease in effect at 

the time of sale to see if the leased rates were at market rates, which may or may not require an 

adjustment.  The Board takes notice that The Appraisal of Real Estate treatise at page 323 states 

in relevant part:  

 

If the sale of a leased property is to be used as a comparable sale in the valuation 

of the fee simple interest in another property, the comparable sale can only be 

used if a reasonable and supportable market adjustment for the difference in rights 

can be made. . . . to compare the lease fee interest to the fee simple interest in the 

subject property, the appraiser must determine if the contract rents of the 

comparable property was above, below or equal to market rent.    

 

The Appraisal of Real Estate, page 323, 14th Edition. 

 

The Board finds if an appraiser is going to use leased fee sales, the appraiser has to know the 

rental terms in order to make the appropriate adjustments and the sale can only be used if 

reasonable and supportable market adjustments for the differences in property rights can be 

made.  The Board finds Kleszynski made no adjustment for property rights to the two leased fee 

sales he used, and did not know the lease terms.  Kleszynski simply assumed the leases for the 

two sales he used were at market rate.  The Board is unable to determine if his lack of 

adjustments were reasonable because they were not supported within the record.  Further, two of 

the sales used by Kleszynski (#4 and #5) were not advertised on the open market.  Of the five 

improved sales used by Kleszynski at least two were leased fee sales for which the leases were 

not examined and two of the sales were not exposed on the open market.  Kleszynski’s own 

appraisal report depicts the definition of market value is defined as: 

 

The most probable price which a property should bring in a competitive and open 

market under all conditions requisite to a fair sale, the buyer and seller each acting 

prudently and knowledgeably, and assuming the price is not affected by undue 

stimulus.  Implicit in this definition is the consummation of a sale as of a specified 

date and the passing of title from seller to buyer under conditions whereby: 

 

a) Buyer and seller are typically motivated; 

b) Both parties are well informed or well advised, and acting in what they 

consider their best interests; 

c) A reasonable time is allowed for exposure in the open market; 
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d) Payment is made in terms of cash in U.S. dollars or in terms of financial 

arrangements comparable thereto; and 

e) The price represents the normal consideration for the property sold 

unaffected by special or creative financing or sales concessions granted by 

anyone associated with the sale.  [emphasis added] 

 

Kleszynski Appraisal, page 3, quoting The Dictionary of Real Estate Appraisal, Sixth Edition. 

 

The Board finds Kleszynski failed to follow the mandates of what is considered market value or 

otherwise did not support the unadvertised sales he used as representing the market.  In addition, 

one sale was misreported in the appraisal, and actually sold for $32.04 per square foot and not 

the $46.24 per square foot as reported.  The Board finds Kleszynski placed more emphasis on 

utilizing comparables closely situated near the subject, even though the sales were leased fee 

sales as opposed to utilizing fee simple sales located within the subject’s regional market and/or 

were not advertised on the open market.  Even though, Kleszynski gave the sales comparison 

approach to value the most weight in his final reconciliation, the Board finds Kleszynski’s sales 

comparison approach to value is not credible nor reliable.  Therefore, the Board gives 

Kleszynski’s sales comparison approach to value little weight in its analysis.   

 

The board of review’s sales grid (Board of Review Exhibit A-1) depicts five sale comparables 

were utilized.  The comparables sold from September 2012 to December 2014 for prices ranging 

from $7,250,000 to $20,500,000 or from $22.92 to $47.68 per square foot of building area, 

including land.  The board of review’s grid depicted a median sale price of $33.04 per square 

foot of building area.  Atkinson testified that all of the comparables are within 6 miles of the 

subject with 4 being in Carol Stream as is the subject.  He stated that comparable sales #2 and #5 

were indicated by the CoStar reports that there may have been market factors that pushed those 

two values higher.  Comparable sales #2 and #3 were the same property which sold twice.  He 

stated the later sale of this property was indicated to have had renovations done to the building 

which may have influenced the value.  He considered sale #2 and #5 to be outliers of what he 

would consider to be an appropriate value for the property. 

 

The Board gives most weight in its analysis to the sales comparison approach to value as 

developed by Ryan, the intervenor/taxpayer’s appraiser.  The Board finds Ryan made logical 

adjustments to his comparable sales and supported the adjustments made.  The Board finds his 

comparable sales better represent the fee simple interest of the subject property.  The Board gave 

most weight in its analysis to Ryan’s comparable sales #3, #5 and #6.  These comparables sold as 

vacant properties from December 2013 to July 2015 for prices ranging from $5,992,887 to 

$13,500,000 or from $27.50 to $32.17 per square foot of building area, including land.  The 

Board finds this is a fairly tight range from which an indication of value can be determined.  

After making adjustments to the comparables for differences when compared to the subject, the 

Board finds the subject’s estimated market value of $12,523,680 or $12,525,000, rounded, or 

$32.50 per square foot of gross building area, land included, is within the established range based 

on a total sale price and slightly above the established range of the best comparables in this 

record on a per square-foot basis and is supported.  Further, Ryan’s estimated value by the sales 

comparison approach is strongly supported by the board of review’s sale comparables which 

ranged from $7,250,000 to $20,500,000 or from $22.92 to $47.68 per square foot of building 
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area, including land.  In addition, the board of review’s grid depicted a median sale price of 

$33.04 per square foot of building area, further supportive of Ryan’s conclusion. 

 

The Board next examined the income approach to value as developed by the appraisers and 

board of review.  For market rental rates, Kleszynski examined five rental properties located in 

the same general industrial district as the subject.  The comparables were depicted as having 

rental rates ranging from $3.90 to $4.91 on a modified gross or net basis.  Kleszynski testified 

that he estimated the subject’s market rent on a net basis wherein the owner of the property 

controls a consistent dollar amount that they receive.  Operating expenses such as real estate 

taxes, insurance and common area maintenance are passed through to the tenant on a pro-rata 

basis.   

 

Kleszynski stated he did not review the actual leases for his rental comparables.  Kleszynski 

stated that in most cases he spoke with one of the parties involved in the transaction.  He 

believed all of the leases were consummated leases.  Kleszynski admitted that rental comparable 

#1 was a gross lease which meant the tenant was paying for a portion of the expenses, however, 

he could not state what line items the tenant was responsible for.  He admitted the lease for rental 

#1 was for one-half of the building.  He did not know anything about the other tenant who leased 

the other half of the building and could not state what type of lease the other tenant agreed to or 

the terms of the lease.  Kleszynski admitted that his report does not disclose what adjustments 

were made to the rental comparables.  Kleszynski then acknowledged that even though rental 

comparable #3 was approximately 10% the size of the subject, he did not adjust this comparable 

to the subject.  He also did not make a specific adjustment for the smaller size of rental 

comparable #4 when compared to the subject.  Kleszynski admitted that for all of his net rental 

comparables (#2, #3, #4 and #5) he did not list the specific additional income other than the base 

rent.   

 

Kleszynski agreed that his opinion of value for the subject of $16,900,000 would indicate an 

increase in real estate taxes of approximately $90,000, however, when he computed the subject’s 

tax load, he utilized the subject’s actual taxes paid ($495,000) based on its current assessment 

value.  Kleszynski testified that each approach to value was independently developed and does 

not rely on the other approaches to value.  He then agreed that his sales comparison approach to 

value ($16,897,237) was about a $1,000 apart from his income approach to value ($16,898,272).   

 

Kleszynski also agreed that even though his rental comparables ranged from $3.90 a square foot 

on a net basis to $4.91 a square foot on a modified gross basis, he used $3.75 a square foot for 

the subject.  In addition, his capitalization rates ranged from 4.5% to 7% and he used 7.35%.  

Kleszynski agreed that the use of CoStar would only be start to an analysis and would need to be 

verified. 

 

The Board finds Kleszynski indicated he made only minor adjustments to his rental comparables 

and did not include specific adjustments for his rental comparables in his report, even though, 

there were differences in size, age, utility and ceiling clearances.  Further, the Board questions 

Kleszynski’s deduction of the subject’s current real estate taxes ($494,540) which was based on 

the subject’s current assessment (reflecting a market value of approximately $14,355,000), while 

he determined the subject market value to be significantly higher at $16,900,000 which would 

indicate real estate taxes of approximately $90,000 higher.  The Board finds these errors 
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significantly impacts the subject’s estimated value by the income approach and calls into 

question the credibility of the estimation of value.     

 

The evidence revealed vacancy rates between 2012 and 2016 had essentially dropped, but in 

2015 they ranged from 4.3% to 7.1%.  Kleszynski elected to apply a vacancy and collection loss 

of 7% in the evaluation of the subject property.  Kleszynski estimated the subject’s potential 

gross income for the subject of $1,473,596 which he then added estimated tenant 

reimbursements of $757,822 to arrive at total rental income of $2,231,418.  He then subtracted 

vacancy and collection losses of 7% of potential gross income ($156,199) to arrive at an 

effective gross income for the subject of $2,075,219.  He then subtracted real estate taxes 

($494,540), insurance ($47,155), common area maintenance ($216,127), management fees 

($54,818), reserves for replacements ($13,704) and miscellaneous expenses ($6,852) which 

indicated total expenses of $833,196.  After these calculations, the subject’s net income was 

estimated to be $1,242,023.  (Appellant’s Exhibit A, page 49). 

 

The Board is not comfortable in concluding that Kleszynski’s final opinion of value represents 

the subject’s fee simple interest as opposed to a leased fee value.  The Board finds the data 

utilized to estimate the subject’s income and expenses was not well supported with verifiable 

market data, and therefore, calls into question the estimations utilized.  Based on the evidence 

submitted herein and the testimony provided, the Board finds Kleszynski overstated the subject’s 

final opinion of value and is therefore not a reliable indicator of the subject’s fee simple interest 

as of January 1, 2015. 

 

Ryan, the intervenor/taxpayer’s appraiser, examined four rental comparables.  Ryan testified that 

his rental comparables represented what is actually going on in the market.  The rental 

comparables ranged from $4.17 to $5.21 per square foot of building area on a gross rental rate.  

The rental comparables were adjusted for location, size, age, lease commencement date, clear 

ceiling height and overall utility to arrive at an overall adjustment.  Ryan testified that he 

inspected each rental comparable.  After making the qualitative adjustments, Ryan concluded a 

gross rental rate of $5.00 per square foot of building area and applied this to the subject’s 

385,344 square feet of building area to conclude a potential gross income for the subject of 

$1,926,720.  Ryan stated that vacancy in the central DuPage County submarket decreased from 

7.56% in the 4th quarter of 2013 to 7.35% in the same period in 2014.  For the purposes of 

determining market vacancy, he applied 7.35% of potential gross income to represent the 

vacancy and collection loss for the subject property which came to approximately $141,614 for 

an effective gross income of approximately $1,785,106.   

 

Ryan then examined the Building Owners and Managers Association (BOMA) survey of 

customers as to their operating expenses for industrial type properties.  Ryan testified that the 

BOMA survey is specific to the market for suburban Chicago warehouse and manufacturing 

buildings.  The size amounts were for buildings in excess of 400,000 square feet, similar to the 

subject.  Ryan stated that BOMA also reported individual expenses.  He used $0.02 cents for 

administration, repair and maintenance of $0.16 cents, utilities at $0.01 cents, insurance at $0.06 

cents, management fees of $0.11 cents and replacement reserves at $0.20 cents, respectively, per 

square foot of building area, which indicated expenses of $0.36 cents per square foot.   
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Ryan stabilized expenses at $0.56 cents per square foot of building area or approximately 7.4% 

of effective gross income.  He excluded replacement reserves and real estate taxes.  The property 

taxes were substituted with a tax load based on the level of assessment and the appropriate tax 

rate so the property taxes would neither positively nor negatively affect his income approach 

analysis.   

 

Ryan then examined the Realty Rates survey which indicated that for industrial properties the 

first quarter 2015 industrial capitalization rates were from 4.61% to 13.49% with a median of 

9.73%.  He chose a 9% capitalization rate based on that criteria.  Ryan also considered the band 

of investment technique which weighs the mortgage and equity components found in the market.  

Based on the band of investment technique his conclusion of the overall capitalization rate was 

8.18%.  In reconciling the two approaches he gave the survey more weight to conclude an 8.75% 

overall capitalization rate.  Ryan then used the statutory level of assessment for DuPage County 

and multiplied it by the tax rate to determine the effective tax rate of 12.26%.  Ryan estimated 

effective gross income for the subject of $1,785,106 and deducted operating expenses of 

$215,000 to arrive at a net operating income of $1,570,106 which was capitalized at the 12.26% 

overall tax loaded capitalization rate which then indicated a value for the subject of $12,806,738 

or $12,800,000, rounded or $33.22 per square foot of building area, including land.  (Intervenor’s 

Exhibit #9).   

 

The Board finds Ryan’s appraisal report utilized credible and verifiable data to conclude a final 

opinion of value for the subject.  His adjustments appear to be logical and reasonable based on 

market rates and appear to be supported by the conclusion of value as presented by the board of 

review.   

 

The Board next examined the income analysis prepared by Atkinson.  (Board of Review Exhibit 

A-3).   Atkinson testified that during a quadrennial reassessment period, they prepare an analysis 

on ratios that can be applied uniformly.  He stated they get hundreds of appeals during a 

quadrennial reassessment period.  They had over 900 in 2015.  Looking at 2012 through 2014 

they found a vacancy and collection allowance of 7.5% was reflected by the market activity in 

the township.  An expense ratio of 12.5% was indicated on a triple net basis along with a 

capitalization rate of 9% based on sales activity within the township.  Atkinson further testified 

that they received the subject’s rent roll and were able to use the subject’s actual net rent which 

indicated $3.67 per square foot of building area.  He then applied that to the gross building area 

of 393,516 to arrive at a potential gross income for the subject of $1,444,204.  After applying 

vacancy and collection losses of $108,315 or 7.5% effective gross income was indicated to be 

$1,335,888.  From this he subtracted 12.5% of effective gross income ($166,986) which 

indicated net income for the subject of $1,168,902.  He then applied an unloaded capitalization 

rate of 9% which produced an indicated market value of $12,987,800 or $33.00 per square foot 

of building area, including land.   

 

Atkinson testified that the expenses for vacancy, other expenses and capitalization rates were 

extracted from the market data his office receives.  Atkinson agreed through his testimony that 

his income analysis indicated a value for the subject of $33.00 per square foot of building area, 

his equity analysis produced a median value of $35.27 per square foot of building area and his 

sales comparison analysis indicated a median value of $33.00 per square foot of building area.   
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Atkinson testified that he used the subject’s actual income of $3.67 per square foot of building 

area and used market derived data for the remaining part of his income analysis.  Atkinson stated 

he used net lease rates without adding tenant reimbursement income, real estate taxes or 

insurance into the income, which he thought would be improper to do.  He testified that if he did 

include those expenses it would represent a gross lease and would then require a loaded tax rate.  

Atkinson stated that the expenses he used are not particular to the subject property, but rather, 

were derived from all of their income analyses for income producing industrial properties in the 

Bloomingdale Township.   

 

Based on his analysis, Atkinson concluded an assessed value for the subject of $4,329,270 which 

equates to a market value of $12,987,800 or $33.00 per square foot of building area, including 

land.  He stated the current assessment in tax year 2015 for the subject is $36.48 per square foot 

of building area.  He then agreed that his actual income analysis, equity analysis and his median 

sale price for properties similar to the subject support a lower value for the subject in 2015.  

(Transcript pages 229-233).  Atkinson testified that if he removed sales #2 and #5, which he 

considered outliers, the sales would range from $22.92 to $33.04, which is also below the 

subject’s value as reflected by its current level of assessment.  Atkinson stated all of his sales 

were open-arm’s-length transactions.  To the best of his knowledge none of the sales were leased 

fee sales. 

 

The Board finds the income analysis prepared by the local assessor is credible and is a reliable 

indicator that supports Ryan’s final opinion of value for the subject as of January 1, 2015.  The 

Board finds Ryan’s appraisal is the best indicator of the subject’s fee simple interest and is 

tempered with consideration of the income analysis presented by the board of review.  Therefore, 

the Board finds Atkinson’s income analysis supports Ryan’s final opinion of value utilizing the 

sales comparison approach and income approach to value and moreover supports the final value 

conclusion as found by Ryan.  The board of review’s income analysis was predominantly based 

on market data within the subject’s township as collected by the assessor’s office.  

 

The Board finds both appraisers gave most weight in their final opinions of value to the sales 

comparison approach with consideration given to the income approach to value.  Having 

considered the final opinion of value as found by Ryan and with consideration and support from  

the income analysis presented by the board of review, the Board finds the preponderance of the 

evidence supports a reduction in the subject’s current assessment to reflect the final conclusion 

of value as found by Ryan with consideration of the analyses prepared by Atkinson.  Therefore, 

the Board finds the subject’s assessment is incorrect and based on the evidence and testimony 

herein, a reduction is warranted commensurate with Ryan’s final opinion of value of 

$12,600,000. 

 

Since the subject’s fee simple market value has been determined, the 2015 three-year average 

median level of assessments for DuPage County of 33.30% shall apply.  
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IMPORTANT NOTICE 

 

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

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. Pursuant to Section 1910.50(d) 

of the rules of the Property Tax Appeal Board (86 Ill.Admin.Code §1910.50(d)) the proceeding 

before the Property Tax Appeal Board is terminated when the decision is rendered.  The Property 

Tax Appeal Board does not require any motion or request for reconsideration. 

 

 

 

  

 Chairman   

 

 

 

  

Member  Member   

  

 

  

Member  Member   

     

DISSENTING: 
 

  

  

 

C E R T I F I C A T I O N 

 

As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do 

hereby certify that the foregoing is a true, full and complete Final Administrative Decision of the 

Illinois Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this 

said office. 

 

 

Date: September 15, 2020 
  

 

 

   

 Clerk of the Property Tax Appeal Board  
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"If the Property Tax Appeal Board renders a decision lowering the assessment of a particular 

parcel after the deadline for filing complaints with the Board of Review or after adjournment of 

the session of the Board of Review at which assessments for the subsequent year or years of the 

same general assessment period, as provided in Sections 9-125 through 9-225, 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 such subsequent year or years 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 OR YEARS. A separate petition and 

evidence must be filed for each of the remaining years of the general assessment period. 
 

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. 
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AGENCY 

 

State of Illinois 

Property Tax Appeal Board 

William G. Stratton Building, Room 402 

401 South Spring Street 

Springfield, IL  62706-4001 

 

APPELLANT 

 

Community Consolidated School Dist. #93, by attorney: 

Joel R. DeTella 

Hauser, Izzo, Petrarca, Gleason & Stillman, LLC 

19730 Governors Highway 

Suite 10 

Flossmoor, IL  60422 

 

COUNTY 

 

DuPage County Board of Review 

DuPage Center 

421 N. County Farm Road 

Wheaton, IL  60187 

 

INTERVENOR 

 

Liberty Property Ltd. Partners, by attorney: 

Michael B. Andre 

Eugene L. Griffin & Associates, Ltd. 

29 North Wacker Drive 

Suite 650 

Chicago, IL  60606 

 

 

 



 (35 ILCS 200/1-23) 
    Sec. 1-23. Compulsory sale. "Compulsory sale" means (i) the sale of real 

estate for less than the amount owed to the mortgage lender or mortgagor, if 

the lender or mortgagor has agreed to the sale, commonly referred to as a 

"short sale" and (ii) the first sale of real estate owned by a financial 

institution as a result of a judgment of foreclosure, transfer pursuant to a 

deed in lieu of foreclosure, or consent judgment, occurring after the 

foreclosure proceeding is complete. 
(Source: P.A. 96-1083, eff. 7-16-10.) 



 (35 ILCS 200/16-55) 
    Sec. 16-55. Complaints. 
    (a) On written complaint that any property is overassessed or 

underassessed, the board shall review the assessment, and correct it, as 

appears to be just, but in no case shall the property be assessed at a higher 

percentage of fair cash value than other property in the assessment district 

prior to equalization by the board or the Department. 
    (b) The board shall include compulsory sales in reviewing and correcting 

assessments, including, but not limited to, those compulsory sales submitted 

by the complainant, if the board determines that those sales reflect the same 

property characteristics and condition as those originally used to make the 

assessment. The board shall also consider whether the compulsory sale would 

otherwise be considered an arm's length transaction. 
    (c) If a complaint is filed by an attorney on behalf of a complainant, 

all notices and correspondence from the board relating to the appeal shall be 

directed to the attorney. The board may require proof of the attorney's 

authority to represent the taxpayer. If the attorney fails to provide proof 

of authority within the compliance period granted by the board pursuant to 

subsection (d), the board may dismiss the complaint. The Board shall send, 

electronically or by mail, notice of the dismissal to the attorney and 

complainant. 
    (d) A complaint to affect the assessment for the current year shall be 

filed on or before 30 calendar days after the date of publication of the 

assessment list under Section 12-10. Upon receipt of a written complaint that 

is timely filed under this Section, the board of review shall docket the 

complaint. If the complaint does not comply with the board of review rules 

adopted under Section 9-5 entitling the complainant to a hearing, the board 

shall send, electronically or by mail, notification acknowledging receipt of 

the complaint. The notification must identify which rules have not been 

complied with and provide the complainant with not less than 10 business days 

to bring the complaint into compliance with those rules. If the complainant 

complies with the board of review rules either upon the initial filing of a 

complaint or within the time as extended by the board of review for 

compliance, then the board of review shall send, electronically or by mail, a 

notice of hearing and the board shall hear the complaint and shall issue and 

send, electronically or by mail, a decision upon resolution. Except as 

otherwise provided in subsection (c), if the complainant has not complied 

with the rules within the time as extended by the board of review, the board 

shall nonetheless issue and send a decision. The board of review may adopt 

rules allowing any party to attend and participate in a hearing by telephone 

or electronically. 
    (d-5) Complaints and other written correspondence sent by the United 

States mail shall be considered filed as of the postmark date in accordance 

with Section 1.25 of the Statute on Statutes. Complaints and other written 

correspondence sent by a delivery service other than the United States Postal 

System shall be considered as filed as of the date sent as indicated by the 

shipper's tracking label. If allowed by board of review rule, complaints and 

other written correspondence transmitted electronically shall be considered 

filed as of the date received. 
    (e) The board may also, at any time before its revision of the 

assessments is completed in every year, increase, reduce or otherwise adjust 

the assessment of any property, making changes in the valuation as may be 

just, and shall have full power over the assessment of any person and may do 
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anything in regard thereto that it may deem necessary to make a just 

assessment, but the property shall not be assessed at a higher percentage of 

fair cash value than the assessed valuation of other property in the 

assessment district prior to equalization by the board or the Department. 
    (f) No assessment shall be increased until the person to be affected has 

been notified and given an opportunity to be heard, except as provided below. 
    (g) Before making any reduction in assessments of its own motion, the 

board of review shall give notice to the assessor or chief county assessment 

officer who certified the assessment, and give the assessor or chief county 

assessment officer an opportunity to be heard thereon. 
    (h) All complaints of errors in assessments of property shall be in 

writing, and shall be filed by the complaining party with the board of 

review, in the number of copies required by board of review rule. A copy 

shall be filed by the board of review with the assessor or chief county 

assessment officer who certified the assessment. 
    (i) In all cases where a change in assessed valuation of $100,000 or more 

is sought, the board of review shall also serve a copy of the petition on all 

taxing districts as shown on the last available tax bill at least 14 days 

prior to the hearing on the complaint. Service may be by electronic means if 

the taxing district consents to electronic service and provides the board of 

review with a valid e-mail address for the purpose of receiving service. All 

taxing districts shall have an opportunity to be heard on the complaint. A 

taxing district wishing to intervene shall file a request to intervene with 

the board of review at least five days in advance of a scheduled hearing. If 

board of review rules require the appellant to submit evidence in advance of 

a hearing, then any evidence in support of the intervenor's opinion of 

assessed value must be submitted to the board of review and complainant no 

later than five calendar days prior to the hearing. Service shall be made as 

set forth in subsection (d-5), but if board of review rules allow complaints 

and correspondence to be transmitted electronically, then the intervenor's 

evidence shall be transmitted electronically. 
    (i-5) If board of review rules require the appellant to submit evidence 

in advance of a hearing, then any evidence to support the assessor's opinion 

of assessed value must be submitted to the board of review and the 

complainant (or, if represented by an attorney, to the attorney) no later 

than five calendar days prior to the hearing. Service shall be made as set 

forth in subsection (d-5), but if board of review rules allow complaints and 

correspondence to be transmitted electronically, then the assessor's evidence 

shall be transmitted electronically. 
    (j) Complaints shall be classified by townships or taxing districts by 

the clerk of the board of review. All classes of complaints shall be docketed 

numerically, each in its own class, in the order in which they are presented, 

in books kept for that purpose, which books shall be open to public 

inspection. Complaints shall be considered by townships or taxing districts 

until all complaints have been heard and passed upon by the board. 
(Source: P.A. 98-322, eff. 8-12-13; 99-98, eff. 1-1-16; 99-579, eff. 7-15-

16.) 



 (35 ILCS 200/16-183) 
    Sec. 16-183. Compulsory sales. The Property Tax Appeal Board shall 

consider compulsory sales of comparable properties for the purpose of 

revising and correcting assessments, including those compulsory sales of 

comparable properties submitted by the taxpayer. 
(Source: P.A. 96-1083, eff. 7-16-10.) 
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(35 ILCS 200/17-10) 
    Sec. 17-10. Sales ratio studies. The Department shall monitor the quality 

of local assessments by designing, preparing and using ratio studies, and 

shall use the results as the basis for equalization decisions. In compiling 

sales ratio studies, the Department shall exclude from the reported sales 

price of any property any amounts included for personal property and, for 

sales occurring through December 31, 1999, shall exclude seller paid points. 

The Department shall not include in its sales ratio studies sales of property 

which have been platted and for which an increase in the assessed valuation 

is restricted by Section 10-30. The Department shall not include in its sales 

ratio studies the initial sale of residential property that has been 

converted to condominium property. The Department shall include compulsory 

sales occurring on or after January 1, 2011 in its sales ratio studies. The 

Department shall also consider whether the compulsory sale would otherwise be 

considered an arm's length transaction, based on existing sales ratio study 

standards. 
    When the declaration required under the Real Estate Transfer Tax Law 

contains financing information required under Section 31-25, the Department 

shall adjust sales prices to exclude seller-paid points and shall adjust 

sales prices to "cash value" when seller related financing is used that is 

different than the prevailing cost of cash. The prevailing cost of cash for 

sales occurring on or after January 1, 1992 shall be established as the 

monthly average 30-year fixed Primary Mortgage Market Survey rate for the 

North Central Region as published weekly by the Federal Home Loan Mortgage 

Corporation, as computed by the Department, or such other rate as determined 

by the Department. This rate shall be known as the survey rate. For sales 

occurring on or after January 1, 1992, through December 31, 1999, adjustments 

in the prevailing cost of cash shall be made only after the survey rate has 

been at or above 13% for 12 consecutive months and will continue until the 

survey rate has been below 13% for 12 consecutive months. For sales occurring 

on or after January 1, 2000, adjustments for seller paid points and 

adjustments in the prevailing cost of cash shall be made only after the 

survey rate has been at or above 13% for 12 consecutive months and will 

continue until the survey rate has been below 13% for 12 consecutive months. 

The Department shall make public its adjustment procedure upon request. 
(Source: P.A. 96-1083, eff. 7-16-10.) 



 

 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
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APPELLANT: First Midwest Bank 
DOCKET NO.: 12-01097.001-C-2 through 12-01097.002-C-2 
PARCEL NO.: See Below   

 
The parties of record before the Property Tax Appeal Board are First Midwest Bank, the 
appellant, by attorneys John P. Fitzgerald and Mary Kathleen Fitzgerald of Fitzgerald Law 
Group, P.C. in Burr Ridge; and the Kane County Board of Review. 
 
Based on the facts and exhibits presented in this matter, 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: 
 

DOCKET NO PARCEL NUMBER LAND IMPRVMT TOTAL 
12-01097.001-C-2 03-18-227-004 120,574 0 $120,574 
12-01097.002-C-2 03-18-227-005 120,574 67,340 $187,914 

  
Subject only to the State multiplier as applicable. 
 

Statement of Jurisdiction 
 
The appellant timely filed the appeal from a decision of the Kane County Board of Review 
pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 
assessment for the 2012 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 
over the parties and the subject matter of the appeal. 
 

Findings of Fact 
 
The subject property is improved with a one-story bank building containing a total building area 
of 6,493 square feet on a slab foundation.  The building was constructed in 2004.  The building 
has masonry with face brick exterior walls, reinforced concrete floors, double hung windows in 
the office area, two bathrooms, carpeting in the office area, vinyl tile in the customer service area 
and central air conditioning.  The site has approximately 35,000 square feet of asphalt paved 
parking, 6 drive thru lanes and a 2,774 square foot canopy.  The property has a 72,310 square 
foot site resulting in a land to building ratio of 11.14:1.  The property is located at the northwest 
corner of Randall Road and Miller Road and the address is 2250 Randall Road, Carpentersville, 
Dundee Township, Kane County. 
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The appellant appeared before the Property Tax Appeal Board through counsel, Mary Kathleen 
Fitzgerald, contending overvaluation as the basis of the appeal.1  In support of this argument the 
appellant submitted a narrative appraisal prepared by real estate appraiser Thomas Grogan of 
Sterling Valuation Real Estate Appraisers & Consultants, estimating the subject property had a 
market value of $925,000 as of January 1, 2012.  
 
Thomas Grogan was called as the appellant's witness.  Grogan is a real estate appraiser and has 
been a professional real estate appraiser since 1991.  The witness has been an Illinois Certified 
General Real Estate Appraiser since 1996 and also has had the MAI designation from the 
Appraisal Institute since 2004.  Grogan has been employed as a real estate appraiser with 
Sterling Valuation since 2010.  The witness testified that he has appraised commercial 
properties, industrial properties, office buildings and investment grade properties.  The 
geographic area in which he works includes the Chicago area and the six-county surrounding 
area.  He further indicated he has appraised properties in some other counties in the State of 
Illinois.  Grogan testified he has appraised property for some bank financing, potential sale and 
potential purchase appraisals and for ad valorem tax appeal work.  The witness testified he has 
appraised from 75 to 100 banks over the last 10 years.  He agreed that it was fair to say that the 
bulk of the work that he does is of appraisals of bank buildings.  Grogan was accepted as an 
expert without objection. 
 
Grogan testified that his assignment was to estimate the market value of the fee simple estate of 
the property located at 2250 Randall Road, Carpentersville.  He prepared a retrospective 
summary appraisal identified as Appellant's Exhibit #1.  The witness testified the appraisal was 
prepared consistent with the Uniform Standards of Professional Appraisal Practice (USPAP) 
standards.   
 
Grogan inspected the subject property on August 12, 2012 and the day before the hearing in 
preparation his testimony.  The witness testified that in 2012 the interior of the building was 
inspected and explained he walked through the building taking photographs of the interior.  At 
the time of inspection in 2012 the property was vacant and available for lease through US. 
Equities.  The witness testified the brokers name was Yolanda Vale who informed him that at the 
time of the valuation date the property had been vacant for the previous two years and was on the 
market for lease at $15.00 per square foot on gross basis, but there was no activity on the lease. 
 
The appraiser also testified that the subject property was subsequently listed for sale for an initial 
listing price of $2,200,000.  The price was lowered to $975,000 but has not sold.  He explained 
the property has been listed for sale since 2013 and continues to be listed for rent. 
 
In estimating the market value of the subject property the appraiser developed the cost approach 
to value, the income approach to value and the sales comparison approach to value.   
 
                                                 
1 At the beginning of the hearing counsel requested the Property Tax Appeal Board take judicial notice of certain 
facts namely that for the 2013 tax year the assessor lowered the subject's assessment to $396,999 reflecting a market 
value of $1,191,116; for the 2014 tax year the assessor lowered the assessment to $385,207 reflecting a market value 
of $1,115,737; for the 2015 tax year the assessment went up to $396,146 reflecting a market value of $1,188,557; 
and in 2016 the Kane County Board of Review lowered the assessed valuation to $345,511 reflecting a market value 
of $1,036,757.  The board of review had no objection to the appellant's motion to take judicial notice. 
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The first step under the cost approach was to estimate the value of the land using three land sales 
and three listings.  The land comparables were located in Elgin, East Dundee, Sleepy Hollow, 
Carpentersville and Unincorporated Kane County.  The comparables ranged in size from 42,689 
to 225,205 square feet of land area.  Comparables #1 through #3 sold from June 2010 to 
December 2010 for prices ranging from $542,180 to $950,000 or from $8.16 to $14.06 per 
square foot of land area.  The active listings had been on the market from 489 to 2,129 days for 
prices ranging from $1,102,626 to $1,430,000 or from $5.55 to $14.97 per square foot of land 
area.  The appraiser made adjustments to the comparables for such factors as being listings, 
location and land size.  Grogan estimated the subject property had a land value of $10.00 per 
square foot of land area or $725,000, rounded.  
 
Grogan testified he used CoStar, LoopNet and the Multiple Listing Service and verified the sales 
through public records and attempts to contact the buyer, seller or broker.  Grogan testified that 
he was familiar with board of review comparable sale #4 and chose not to use it as a comparable 
because according to CoStar it was a non-arm's length transaction and was a deed in lieu of 
foreclosure.   
 
The next step under the cost approach was to estimate the replacement cost new of the 
improvements using the Marshall & Swift Valuation Guide for a class C average bank building 
starting with a base cost of $150.11 per square foot of building area.  The base cost was adjusted 
by a local multiplier of 1.24 to arrive at an adjusted base cost of $186.00 per square foot to arrive 
at a building cost of $1,207,698.  To this the appraiser added 5% or $60,385 for indirect costs to 
arrive a cost of $1,268,083.  Grogan then estimated the entrepreneurial profit to be 5% or 
$63,404, which was added to arrive at a total replacement cost new of $1,331,487.  From this the 
appraiser deducted 25% or $332,872 for physical incurable depreciation using a 10-year 
effective age and a 40-year life expectancy. 
 
Grogan next made a reduction for external obsolescence.  He testified external obsolescence 
reflects the loss of income due to forces outside the building and explained that the way to 
measure this obsolescence is to capitalize the income loss that occurred because of the adverse 
market conditions.  With respect to the adverse market conditions, Grogan testified that the bank 
market is changing in that banks are getting smaller and no one is using the typical branch bank 
as they once were because they are using the internet.  The witness testified there is no need for 
record storage and people don't have to go to a teller but can scan their deposits and their checks 
into their telephones.  
 
Grogan calculated external or economic obsolescence to be $850,450 by determining the 
difference between the subject's stabilized income of $73,853, based on current market rent, and 
the income required to support the physically depreciated value of the improvements and the 
land of $141,889, which was calculated to be $68,036.  This difference was then capitalized at a 
rate of 8.0% to arrive at economic obsolescence of $850,450.  Making these deductions results in 
a depreciated cost new for the building of $148,165.  Adding the value of the site improvements 
of $50,000 and the estimated land value of $725,000 resulted in an indicated value under the cost 
approach of $925,000, rounded. 
 
The next approach to value developed by Grogan was the sales comparison approach to value.  
The appraiser testified that he took steps to find sales of similar types of property that sold in fee 
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simple with a similar location.  The witness testified he relied on such companies as CoStar, 
LoopNet and the Multiple Listing Service (MLS) for the data sources and verified the 
information through the county or through the buyer, seller or broker when possible.  Grogan 
typically wants to find fee-simple owner-occupied of vacant bank facilities that sold in Kane 
County but due to the lack of similar types of properties he also looked at properties with similar 
characteristics as the subject property.  The comparable sales used in the appraisal were located 
in Kane County.  
 
Grogan testified it is better to use owner-occupied sales as they would be similar to the subject 
property.  He further testified a leased fee situation is typically based on the lease and not the real 
estate.  He explained that if someone purchases a leased fee investment they would typically take 
a look at the strength of the tenant and not necessarily look at the real estate.  A purchaser would 
be looking at the tenant, the term of the lease and the income.   
 
The appraiser also testified that an REO (real estate owned) sale can be a good sale.  The witness 
asserted that in a bank-owned sale the bank is not forced to sell the property and the bank can 
wait until it finds the price it wants, especially if they have the property marketed for an adequate 
amount of time.   
 
Grogan developed the sales comparison approach using six comparable sales located in Elgin, 
Carpentersville, Hampshire, Batavia, North Aurora and Dundee.  Comparable sale #1 was 
improved one-story masonry constructed bank/office building containing 7,740 square feet of 
above grade building area constructed in 1994 with a full finished basement and 6 drive through 
lanes.  Grogan testified this property had been on the market for approximately two years and is 
located about four miles south of the subject property.  Comparables sale #2 is improved with a 
one-story masonry constructed commercial building containing 9,000 square feet built in 2006 
and being used as a daycare facility.  This comparable was listed on the market for 
approximately one year and is located approximately two miles east of the subject property.  
Comparable sale #3 is a one-story, bank/office building with 2,800 square feet of building area, 
constructed in 2005, with a full finished basement, two drive through lanes and a 762 square foot 
canopy.  This comparable had been on the market approximately two years and is located 
approximately 10 miles west of the subject property.  Comparable sale #4 is a one-story, 
masonry constructed, commercial building with 4,776 square feet of building area built in 2004.  
Comparable #4 was on the market for approximately one year and is located approximately 18 
miles south of the subject property in Kane County.  Comparable sale #5 is improved with a two-
story, masonry constructed bank/office building with 6,246 square feet of above ground living 
area and a 3,123 square foot finished basement that was built in 2001.  Grogan testified that he 
could not find how long this property was on the market.  The witness testified that this property 
was not on the market but according PTAX records the sale was classified as a market value 
transaction.  This property is located approximately 22 miles south of the subject property.  
Comparable sale #6 was improved with a one-story, masonry constructed office building with 
5,040 square feet of building area.  Grogan testified this property had been on the market 
approximately 5 months and was located 4 miles east of the subject property.  He further testified 
that he could not determine the age of this property.  The comparables had land to building ratios 
ranging from 5.57:1 to 19.08:1.  The sales occurred from July 2011 to July 2012 for prices 
ranging from $325,000 to $1,313,000 or from $83.98 to $210.21 per square foot of above grade 
building area.  The appraiser gave slight upward adjustments to comparables #1, #4 and #6 for 



Docket No: 12-01097.001-C-2 through 12-01097.002-C-2 
 
 

 
5 of 14 

their slightly inferior locations; downward adjustments were given comparables #3, #4 and #6 
for their smaller building sizes, while comparables #1 and #2 received upward adjustments for 
their larger building sizes; comparable #1 received an upward adjustments for its age; and 
downward adjustments to comparables #1 and #6 for their larger land to building ratios while 
comparable #2 received an upward adjustment for its lower land to building ratio.  The appraiser 
estimated the subject property had a market value of $140.00 per square foot of building, land 
included, for an indicated value under the sales comparison approach of $910,000. 
 
The final approach to value developed by the appraiser was the income approach to value.  The 
appraiser testified the subject property has been listed for lease for $15.00 per square foot on a 
gross lease basis. Grogan testified that from a tenant's perspective, a gross lease is preferable to a 
net lease.  The appraiser testified he considered the subject's rental listing.  In estimating the 
market rent Grogan also considered five rental comparables with comparable #1 having a lease 
that commenced in September 2008 while the remaining comparables were current listings or 
were available in 2012.  The rental comparables were located in Kane County cities of St. 
Charles, Algonquin, East Dundee, Geneva and Carpentersville.  The rentals ranged in size from 
610 to 16,246 square feet and were located in buildings constructed from 1952 to 2007.  These 
properties had rentals ranging from $11.50 per square foot on a gross basis to $18.00 per square 
foot on a net basis.  The witness testified in this market for this type of property he typically 
found net leases.  The report indicated the appraiser made an upward adjustment to comparable 
#1 as the lease commenced in 2008 and downward adjustments for the comparables that were 
listings.  The report further indicated minimal adjustments were made for location; comparables 
#3, #4 and #5 had upward adjustments for age; and downward adjustments were made to all the 
comparables for their smaller sizes since they can be subdivided.  The appraiser arrived at an 
estimate of market rent of $13.00 per square foot on a net basis resulting in a potential gross 
income of $84,409. 
 
Grogan testified that CB Richard Ellis, 1st Quarter 2012 was relied upon to estimate vacancy and 
collection loss.  He testified that vacancy rates for the Northwest Suburban Office were at an 
overall rate of 25.8%.  He indicated in the report that typically, single-tenant properties would 
not have significant vacancy losses and estimated the subject property would have a vacancy and 
collection loss of 7.5% or $6,331, which when deducted from the potential gross income results 
in an effective gross income of $78,078.   
 
The appraiser next estimated expenses using investor surveys such as BOMA (Business Owners 
and Management Association) and the First Quarter 2012 edition of the Korpacz Real Estate 
Survey.  Grogan estimated insurance expenses to be $.15 per square foot of net rentable area or 
$974; a management fee of $.30 per square foot of net rentable above grade area or $1,952; and 
replacement reserves of $.20 per square foot of above grade area or $1,299.  Making these 
deductions resulted in a net operating income of $73,853. 
 
The final step under the income approach was to estimate the capitalization rate.  Grogan 
testified that he relied upon Korpacz and RealtyRates to determine a direct capitalization rate of 
8.00%.  Using the band of investment technique, the appraiser estimated a capitalization rate of 
8.93%.  Placing more emphasis on the direct capitalization technique, the appraiser arrived at a 
capitalization rate of 8%.  Dividing the net operating income by the 8% capitalization rate 
resulted in an estimated value under the income approach of $925,000.   
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In reconciling the three approaches to value the appraiser gave least weight to the cost approach, 
primary consideration to the sales comparison approach and secondary consideration to the 
income approach.  The appraiser arrived at a reconciled estimate of market value of $925,000 as 
of January 1, 2012. 
 
Under cross examination Grogan testified that he has appraised 75 to 100 branch bank facilities 
but did not know how many were performed prior to 2012.  The witness also testified that the 
primary appraiser for the subject property was John Setina.  Grogan testified he was the review 
appraiser but also helped with the report.   
 
Grogan also explained that he chose to use non-bank sales in the sales comparison approach 
because they used sales of local commercial property, which share similar characteristics, so as 
not to go out too far geographically and to stay within Kane County.  In estimating exposure 
time, the appraiser listed four bank sales at page 14 of the report, two of which were used in the 
sales comparison approach to value as sales #1 and #3.  Grogan testified that he did not use the 
sales at 3340 West Main Street, St. Charles and 2853 Kirk Road, Aurora as these were leased 
fees.  He agreed that he was not precluded from using leased fee properties.   
 
Grogan further testified that the subject property was listed for sale after the report was 
completed and indicated it was listed for sale in 2013.  The appraiser further testified the subject 
property is located in a commercial area with some vacancy which was not excessive.  The 
witness testified that a typical buyer of a bank branch would be another bank.  He also stated the 
type of property he was appraising was a bank facility but he called it an office facility.  The 
witness indicated that his firm typically classify bank branches that are retail oriented as office 
space.   
 
The appraiser described the subject property as being in good to average condition for its age.  
He testified there were not apparent repairs needed or significant renovations required.  Grogan 
testified that there still is some general wear and tear for an 8-year-old building.  He could not, 
however, identify any specific components that suffered from incurable physical depreciation.  
He also testified that the downside with his method of calculating external obsolescence is that 
you do rely on some parts of an income approach.  
 
With respect to comparable sale #6, the appraiser indicated this property was similar to the 
subject in size and land-to-building ratio.  The appraiser described comparable sale #6 as an 
office building while the subject property is a retail banking building with office use.  Grogan 
indicated this comparable has no drive-through, it does not have the amenities that a bank has 
and it does not have the quality of construction the subject has.  He agreed this comparable was 
inferior to the subject property.   
 
The witness used comparable sale #4 as it has the same physical characteristics as the subject 
property.  Grogan indicated that this comparable was used as a restaurant, a use different than the 
subject's use.  Grogan agreed that using the properties in his report that were identified as banks 
but were leased fees would be better sales than comparable sales #4 and #6.  Of the sales used, 
Grogan gave greatest weight to sale #5, which sold for approximately $210 per square foot of 
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above grade building area.  The witness also indicated that the area around comparable sale #5 
did not seem that built-up when he drove by this property. 
 
The appraiser made no adjustments to the comparable sales for drive-through and indicated there 
was no value to the drive-through on the subject property.  He was of the opinion that drive-
throughs are not as important as they use to be.   
 
With respect to REOs, Grogan was of the opinion these are arm's length transactions and not 
necessarily distressed.  Grogan's sales #1, #3 and #4 were identified in the report as REOs.  
Grogan also believed sale #2 was at market and was not aware that it was a "short sale."  Grogan 
testified he spoke with the seller for comparable #2 and indicated it was privately listed for sale 
but not actively marketed.  He also testified he would not be surprised if the purchaser was a 
tenant.  He further agreed that if a tenant did purchase the property the price might be lower.  
Grogan testified he has the CoStar sheet for this property and it does not show the transaction as 
being a short sale.  Grogan also asserted there could have been an adjustment for location for 
comparable sale #3 located in Hampshire.  Grogan agreed he made no adjustments to the 
comparables for drive-through, no adjustments for REOs, no adjustments for "short sales", and 
no adjustment for a restaurant use to a bank use.   
 
Grogan explained that under a net lease the tenant pays for a majority of the operating expenses.  
He testified, however, the owner would still pay for some insurance.  He also testified that the 
tenant does not necessarily pay for the management fee in a net lease.   
 
Grogan testified the subject property was on the market for lease for a gross rent of $15.00 per 
square foot in 2012.  He also testified it was still on the market for $15.00 per square foot on a 
gross basis.  He also explained that a gross rent is typically higher than a net lease because under 
a gross lease the landlord is responsible for the operating expenses, therefore, the landlord would 
charge a higher rent to recover the operating expenses.  With respect to the rentals, Grogan 
testified he used some office rents as well as rents in bank facilities.  His rental comparables #1, 
#3 and #5 were banks or former banks while comparables #2 and #5 are office leases.   
 
The appraiser testified at the time he inspected the subject property in August 2012, the facility 
was vacant and had been vacant for two years.  He also testified the building was vacant today, 
which indicated to him there is no demand for this size of bank property.   
 
The appraiser also agreed that the age-life method of determining depreciation includes all forms 
of depreciation.   
 
Based on this evidence the appellant requested the subject's assessment be reduced to reflect a 
market value of $925,000, consistent with the appraised value. 
 
The board of review submitted its "Board of Review Notes on Appeal" disclosing the total 
assessment for the subject of $432,979.  The subject's assessment reflects a market value of 
$1,298,288 or $199.95 per square foot of building area, land included, when using the 2012 
three-year average median level of assessment for Kane County of 33.35% as determined by the 
Illinois Department of Revenue. 
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Appearing before the Property Tax Appeal Board on behalf of the board of review were Michael 
E. Madziarek, member of the board of review, and Mike Bielak, Dundee Township Assessor.  
Bielak was called as a witness on behalf of the board of review. 
 
In support of the assessment Bielak identified three bank sales and a land sale located across the 
street from the subject property that was subsequently improved with a new bank.  Bielak was of 
the opinion that comparable sale #3 was most similar to the subject property.  This comparable 
was improved with a one-story building with 4,335 square feet of building area constructed in 
2006, which was used as a bank.  The comparable had a 43,124 square foot site resulting in a 
land to building ratio of 9.94:1 and is located along Route 31 in Carpentersville.  The property 
sold in August 2010 for a price of $2,930,429 or $675.99 per square foot of building area, 
including land.  The township assessor testified this comparable is located approximately 3 miles 
from the subject property.  He explained the comparable is located along State Route 31, a north-
south corridor, that is inferior Randall Road.  Bielak also testified the subject property is located 
at a corner location at a signalized intersection.  The witness was of the opinion that a corner 
location has more value than an interior location and a signalized corner also has more value than 
a corner location with no signal.  Bielak testified that comparable sale #3 did not have a 
signalized intersection and was not on a corner. 
 
Bielak also testified that he considers bank branches as office properties rather than retail 
properties.   
 
The data provided by the board of review disclosed that comparable sale #1 was improved with a 
3,216 square foot building constructed in 2009 and was used as a bank.  This property has a 
30,928 square foot site and is located in Crystal Lake.  This property sold in April 2011 for a 
price of $2,675,700 or $832.00 per square foot of building area, including land.  The document 
provided by the board of review described the property as having a tenant and the conditions as 
"Investment Triple Net." 
 
The data provided by the board of review disclosed that comparable sale #2 was improved with a 
4,800 square foot building constructed in 2008 and was used as a bank.  The property has an 
87,120 square foot site and is located in Crystal Lake.  The property sold in January 2012 for a 
price of $3,200,000 or $666.67 per square foot of building area, including land.  The document 
provided by the board of review described the property as having a tenant and the conditions as 
"Ground Lease (Leasehold), Investment Triple Net." 
 
Comparable sale #4 was a land sale located across the street from the subject property with 
60,250 square feet of land area that sold in May 2012 for a price of $1,300,000 or $21.58 per 
square foot of land area.  This parcel was subsequently improved with a branch bank.   
 
The township assessor testified the subject building is a high-quality, stand-alone bank building 
with a brick exterior, a high amount of fenestration on the property and several roof pitches and 
valleys.  The witness agreed that construction costs on this type of property would be quite high.  
Bielak did not think this type of quality would generally be present in an office building.  He also 
testified that in the marketplace basement area is considered inferior to 1st level space and 2nd 
floor space is typically inferior to 1st floor space.   
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The township assessor testified that the location of appellant's appraisal comparable sale #2 at 
112 Tay River Drive, Carpentersville, Illinois, was in an inferior location within a residential 
subdivision.  The witness explained this property does not even have frontage on a secondary 
arterial road.  Bielak explained this property sits behind a retail center located on Huntley Road 
and cannot be seen because of the building in front of it.   
 
With respect to appellant's appraisal comparable sale #6, Bielak testified he inspected this 
property prior to its sale and it was in fair to poor condition, with a musty odor and a bull-pen 
type atmosphere.  He estimated this building was built in the 1960s and was far inferior to the 
subject property.  The witness testified the quality of construction for this building was below 
average, a basic box.  He indicated the comparable had little build-out inside while the subject 
property has high-finished floors and high fenestration.  Bielak further testified the comparable 
was located in a TIF district, which is developed because of some economic decline and they are 
trying to bring new growth to the area.  He indicated this comparable could be located in a 
depressed area while the subject property is located in a new, vibrant retail-type corridor.   
 
Under cross-examination Bielak testified in searching for comparable sales he looked for bank 
facilities using CoStar and would have seen the CoStar printouts on the comparables.  Bielak 
agreed that sale #1 was approximately half the size of the subject property.  He further noted that 
the conditions noted on CoStar that this was an "investment triple net" indicated it primarily sold 
for the lease intact.  The comparable was located in Crystal Lake, McHenry County. 
 
Bielak testified comparable sale #2 had 4,800 square feet of building area and the subject was 
bigger.  The conditions on CoStar indicates the condition were ground lease, leasehold, 
investment triple net.  He explained a ground lease is basically a lease for the land from an owner 
to the tenant.   
 
Bielak testified that he placed most weight on comparable sale #3 because it was closest in 
proximity to the subject property.  He testified this comparable had 4,335 square feet of building 
area and was smaller than the subject building.  The witness testified that he had seen CoStar on 
this property.  He was questioned about comments on CoStar saying this was part of a portfolio 
sale of 308 properties that sold for a total of $3.172 billion.  When shown the document Bielak 
testified he did not recall seeing that comment.  He indicated that if this property sold as part of a 
bulk transaction it would not have been an arm's length transaction.  The witness did not recall 
who the buyer and seller of this property was.2    
 
With respect to sale #4, Bielak testified he did not know anything about the seller or the 
purchaser.  The witness did provide copies of the PTAX-203 Illinois Real Estate Transfer 
Declaration and the PTAX-203-A Illinois Real Estate Transfer Declaration Supplement Form A 
associated with this sale.   
 

                                                 
2 At the hearing the township assessor was questioned about whether comparable sale #3 was the subject matter of 
an appeal before the Property Tax Appeal Board under Docket No. 11-01810.  The Property Tax Appeal Board 
takes notice that the decision issued for Docket No. 11-01810 referenced three parcel numbers, 03-17-153-002, 03-
17-153-008 and 030170153-009, which differ from the parcel number associated with comparable sale #3 which is 
03-220151-013. 
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Bielak agreed that with respect to comparable sale #3, even though it sold for $2,930,429, the 
property is assessed as having a market value of $1,134,404.   
 
The board of review requested the subject's assessment be sustained. 
 

Conclusion of Law 
 
The appellant contends the market value of the subject property is not accurately reflected in its 
assessed valuation.  When market value is the basis of the appeal the value of the property must 
be proved by a preponderance of the evidence.  86 Ill.Admin.Code §1910.63(e).  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 appellant met this 
burden of proof and a reduction in the subject's assessment is appropriate. 
 
The appellant presented a narrative appraisal using the three traditional approaches to value as 
well as the supporting testimony of the appraiser, Thomas Grogan, who arrived at an estimated 
market value of $925,000 as of the assessment date at issue.  The board of review presented the 
testimony of the township assessor, Mike Bielak, who identified three improved sales and one 
land sale in support of the assessment.  After reviewing the record and considering the testimony 
of the witnesses, the Board finds the best evidence of market value to be presented by the 
appellant. 
 
The appraiser developed the cost approach to value using land sales and listings to arrive at an 
estimated land value of $10.00 per square foot of land area.  The appraiser also developed the 
replacement cost new of the building improvement, starting with an adjusted base cost of 
$186.00 per square foot of building area.  The appraiser added components for indirect costs and 
entrepreneurial profit and subsequently made deductions for various forms of depreciation.  The 
appraiser arrived at an estimated value of $925,000 under the cost approach to value.  The board 
of presented only one unadjusted land sale and did not present any calculations of the 
replacement cost new or the depreciation to be assigned to the subject improvement to refute the 
appellant's appraiser's cost approach to value. 
 
The appellant's appraiser also developed the sales comparison approach to value using six sales 
of comparable properties to arrive at an estimated value under this method of $140.00 per square 
foot of building area, or $910,000.  The Board recognizes that there were some issues with the 
comparable sales that Grogan selected in that comparable sale #2 was being used as a day care 
facility, comparable sale #4 was being used as a restaurant, and comparable #6 was an inferior 
office building.  Nevertheless, Grogan attempted to make adjustments to the comparable sales he 
used to account for differences from the subject property.  His estimated value of $140.00 per 
square foot of building area was above all but one comparable sale on a square foot basis, which 
would seem to account for the differences in use, condition and quality of construction of the 
subject facility in relation to the comparables that he selected. 
 
The board of review provided three, unadjusted bank sales.  Board of review comparable #1 sold 
for a price of $832.00 per square foot of building area, which seems to represent more than the 
value of the real estate when considering Grogan's estimated replacement cost new of the 
building component for the subject property of $186.00 per square foot.  Additionally, the 
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CoStar data sheet provided by the board of review disclosed this comparable sale was a 
"investment triple net", which Bielak indicated meant that this the property sold for the lease 
intact.  Similarly, board of review sale #2 sold for $666.67 per square foot of building area, 
including land, which again seems to represent more than the value of the real estate when 
considering Grogan's estimated replacement cost new of the building component for the subject 
property of $186.00 per square foot.  The CoStar data sheet for this property also indicated there 
was a ground lease and the property was an investment triple net, calling into question whether 
the purchase price was reflective of the value of the real estate.  Board of review sale #3 sold for 
$675.99 per square foot of building area, which seems to represent more than the value of the 
real estate when the replacement cost to build a new branch bank similar to the subject building 
was estimated to be $186.00 per square foot of building area.  Furthermore, there was an issue as 
to whether this property sold as part of a portfolio of 308 other properties, which calls into 
question the arm's length nature of the transaction and whether the allocated purchase price was 
reflective of the fair cash value of the real estate. 
 
Considering the sales comparison approach to value developed by Grogan and the sales 
presented by the board of review, the Board gives more weight to Grogan's analysis. 
 
Grogan also developed an income approach to value in which he arrived at a market value 
estimate of $925,000.  The appraiser began with an estimated market rent of $13.00 per square 
foot of building area, on a net basis.  The Board finds this estimate is well supported given the 
fact the subject building has been on the market for approximately 7 years with an asking rent of 
$15.00 per square foot on a gross basis.  Considering that the asking rent would need to be 
adjusted downward and the gross rent would likewise need to be adjusted downward to convert 
the rent to a net basis, Grogan's market rent estimate of $13.00 per square foot of building area, 
net, is appropriate.  The board of review presented no rental comparables to challenge Grogan's 
estimate of market rent.  The Board further finds that Grogan's estimate of vacancy and 
collection loss, expenses and the capitalization rate were supported with data in the report.  The 
board of review did not present any data to challenge the vacancy and collection loss, expenses 
or the capitalization rate used by Grogan in the development of the income approach to value. 
 
The Board further finds the fact the subject property has been vacant and available for lease since 
approximately 2010, and the property has been actively marketed since 2013 and has not yet 
sold, indicates the lack of demand for this type of property in the subject's area, further 
supporting the appellant's argument that the subject property is overvalued for assessment 
purposes. 
 
In conclusion, the Property Tax Appeal Board finds the subject property had a market value of 
$925,000 as of January 1, 2012.  Since market value has been established the 2012 three-year 
average median level of assessments for Kane County of 33.35% as determined by the Illinois 
Department of Revenue shall apply.  (86 Ill.Admin.Code §1910.50(c)(1)).  
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IMPORTANT NOTICE 

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

 

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. Pursuant to Section 1910.50(b) 
of the rules of the Property Tax Appeal Board (86 Ill.Admin.Code §1910.50(b)) the proceeding 
before the Property Tax Appeal Board is terminated when the decision is rendered.  The Property 
Tax Appeal Board does not require any motion or request for reconsideration. 

 

 

 

 

 Chairman  

 

 

 

 

Member  Acting Member  

 

   

Member  Member  

    

DISSENTING: 
 

  
 

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do 
hereby certify that the foregoing is a true, full and complete Final Administrative Decision of the 
Illinois Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this 
said office. 
 

 

Date: September 22, 2017 

 

 

 

 Clerk of the Property Tax Appeal Board 
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"If the Property Tax Appeal Board renders a decision lowering the assessment of a particular 
parcel after the deadline for filing complaints with the Board of Review or after adjournment of 
the session of the Board of Review at which assessments for the subsequent year or years of the 
same general assessment period, as provided in Sections 9-125 through 9-225, 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 such subsequent year or years 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 OR YEARS. A separate petition and 
evidence must be filed for each of the remaining years of the general assessment period. 
 

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. 
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PARTIES OF RECORD 
 
AGENCY 
 
State of Illinois 
Property Tax Appeal Board 
William G. Stratton Building, Room 402 
401 South Spring Street 
Springfield, IL  62706-4001 
 
APPELLANT 
 
First Midwest Bank, by attorney: 
John P. Fitzgerald 
Fitzgerald Law Group, P.C. 
7035 High Grove Boulevard 
Burr Ridge, IL  60527 
 
COUNTY 
 
Kane County Board of Review 
Kane County Government Center 
719 Batavia Ave., Bldg. C, 3rd Fl. 
Geneva, IL  60134 
 



 

 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/JG/5-19   

 
 

APPELLANT: Three Step Holdings, LLC 
DOCKET NO.: 13-33841.001-C-2 
PARCEL NO.: 06-07-302-078-0000   
 
The parties of record before the Property Tax Appeal Board are Three Step Holdings, LLC, the 
appellant, by attorney Michelle Broughton-Fountain of the Law Office of Michelle Broughton-
Fountain in Flossmoor; the Cook County Board of Review by ASA Beth Novy; and the Elgin S.D. 
#U-46, Intervenor, by attorney Ares G. Dalianis of Franczek Radelet P.C. in Chicago. 
 
Based on the facts and exhibits presented in this matter, the Property Tax Appeal Board hereby 
finds No Change in the assessment of the property as established by the Cook County Board of 
Review is warranted.  The correct assessed valuation of the property is: 
 

LAND: $182,784 
IMPR.: $155,952 
TOTAL: $338,736 

  
Subject only to the State multiplier as applicable. 

 
Statement of Jurisdiction 

 
The appellant timely filed the appeal from a decision of the Cook County Board of Review 
pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 
assessment for the 2013 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 
over the parties and the subject matter of the appeal. 
 

Findings of Fact 
 
The subject property is improved with a one and part two-story, masonry constructed, medical 
office building with 44,070 square feet of gross building area and 40,647 square feet of net rentable 
area. Of the net rentable area, 17,348 square feet is below grade. It was built in phases and has an 
effective age of approximately 35 years. The building is situated on a mostly rectangular site that 
contains 132,954 square feet, and includes 150 parking stalls. It is located in Elgin, Hanover 
Township, Cook County and is class 5 property under the Cook County Real Property Assessment 
Classification Ordinance. 
 
At the commencement of this hearing, the Board found that the 2013, 2014 and 2015 appeals 
involved common issues of law and fact and a consolidation of these appeals for hearing purposes 
did not prejudice the rights of the parties.  Therefore, pursuant to Section 1910.78 of the rules of 



Docket No: 13-33841.001-C-2 
 
 

 
2 of 12 

the Property Tax Appeal Board (86 Ill.Admin.Code 1910.78), the Board consolidated the above 
appeals solely for hearing purposes, while noting that distinct decisions would be rendered for 
each appeal year. 
 
As to the basis of this appeal, the appellant argued that the fair market value of the subject was not 
accurately reflected in its assessed value.  The appellant's pleadings included a copy of a summary 
report of a complete appraisal undertaken by Frank Urban, MAI (“Urban”). The Urban appraisal 
addressed the three traditional approaches to value, while opining an estimated market value of 
$850,000, or $19.29 per square foot of building area, including land as of the effective date of 
January 1, 2013.  This appraisal was identified for the record as Appellant's Exhibit ”1”.   
 
The appraiser indicated on page 9 of the appraisal that the subject property was transferred to the 
appellant on November 9, 2012 for $677,500 via special warranty deed. As a lis pendens was filed 
on this property, the appraiser indicated that the seller was under duress, therefore, the sale price 
was not necessarily indicative of the subject’s fair market value as of the valuation date. 
 
In his appraisal Urban indicates that he is a Certified General Real Estate Appraiser and a 
designated Member of the Appraisal Institute. He has appraised numerous properties including 
hundreds of commercial and industrial properties. He has been an appraiser since 1995 and is 
currently the president of Frank C. Urban & Co. The appraisal indicated Michael Urban inspected 
the interior and exterior of the subject property while Frank Urban inspected the exterior only. 
Urban testified that there were no significant physical changes to the subject nor changes to the 
subject's market for similar properties from January 1, 2013 to January 1, 2014.  
 
Urban testified that he utilized the cost approach to value. He estimated the land value using four 
sales of improved commercial property plus the sale of one parking lot. These comparables sold 
in 2012 and 2013 and ranged in size from 174,240 to 877,298 square feet of land area and in sale 
price per square foot from $2.50 to $10.79. He then estimated the building value by opining an 
estimate of the replacement cost of the subject building and deducting for depreciation. Urban 
testified the depreciated cost of the building was $52,378 and his estimate of the market value of 
the subject’s land and building combined was $820,000.  
 
Urban also utilized the income capitalization approach to estimate a market value for the subject 
property. Urban testified he considered market rent of comparable properties, the subject’s rent 
roll (as actual leases were not available), the subject’s vacancy and physical problems with the 
subject building such as a leaking HVAC system and removed building finishes. The rental 
comparables are all located in Elgin, however, Urban indicated that Comparable #1 is located in 
Cook County while Comparables #2 through #6 are located in Kane County. They have rental 
rates on a gross basis ranging from $9.00 to $14.15 per square foot of building area. Urban further 
testified that although the subject’s actual vacancy as of January 1, 2013 was 59%, he utilized a 
25% vacancy rate as dictated by market data. The appraisal also indicates on page 56 that below-
grade space in the subject was leased for $12.00 per square foot, gross, in April 2014 with no 
tenant improvement allowance. Urban testified he stabilized the subject market rent slightly below 
the lease at $10.00 per square foot of building area on a gross basis, resulting in potential gross 
income for the subject of $406,470. After deductions for vacancy and operating expenses, Urban 
indicated a net operating income for the subject property of $150,393. 
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A capitalization analysis was documented in the appraisal that employed three different methods 
of analysis: market extraction, band of investment and industry review. CoStar reported median 
overall capitalization rates between 6.0% and 11.0%, averaging 8.0%. The band of investment 
analysis resulted in an overall rate for the subject property of 9.7%. Industry publications for both 
commercial and retail properties ranged between 5.5% and 13.0% 
 
Due to the subject’s high tax rate, the appraiser felt a 10.0% capitalization rate was appropriate 
although slightly higher than market indicators. After calculating a tax load of 8.228%, a loaded 
capitalization rate of 18.2% was established. Urban testified that his market value for the subject 
under the income capitalization approach was $830,000, rounded. 
 
Under the sales comparison approach, Urban testified he considered the sales of properties located 
only within Cook County. He stated the Kane County tax rate is significantly lower than the Cook 
County tax rate, thus properties in Kane County generally have higher sale prices. He excluded 
potentially comparable properties in Kane County as they did not have physical characteristics 
similar to the subject.  
 
Urban analyzed the sales of five office properties located in either Schaumburg, Palatine or 
Hoffman Estates. They ranged: in sale date from January 2011 to January 2014; in size from 20,000 
square feet to 109,392 square feet; and in sale price per square foot from $11.84 to $34.75. Based 
on the sales of comparable properties, the appraiser opined the subject’s market value under the 
sales approach was $880,000. 
 
Lastly, the appraiser testified as to the circumstances surrounding the sale of the subject on 
November 9, 2012. It sold for a price of $677,500, or $15.37 per square foot of building area, 
including land. The appraiser stated that the subject sold one month prior to the date of valuation 
and was a distressed sale with the subject’s high vacancy rate playing a factor. As previously stated 
in the written report, there was a lis pendens on the property. 
 
In reconciling the approaches to value, the appellant’s appraisal indicates the cost approach was 
given minimal weight, the income approach was given primary consideration, and the sales 
comparison approach was afforded ample consideration.  Urban concluded a final estimate of 
value for the subject of $850,000 as of January 1, 2013.  
 
Under the Intevenor's cross examination, Urban testified that he only made an exterior inspection 
of the subject property that was actually a drive-by inspection. Urban could not recollect any of 
the businesses surrounding the subject property and he did not author the description of the subject 
in the appraisal. He also corrected numerous geographical errors that were contained in his report, 
as the subject is not located at the corner of Randall Rd. and Thornwood Avenue as indicated in 
the appraisal. It is located East of that location on the East side of the Fox River. Urban stated he 
did not consider the subject’s traffic count.  
 
Furthermore, he affirmed that he completed the appraisals valuing the subject as of January 1, 
2013 and January 1, 2014 at the same time.  He testified that although there may have been some 
market data fluctuations, he arrived at the same conclusion for both appraisals. 
 



Docket No: 13-33841.001-C-2 
 
 

 
4 of 12 

Urban further testified that the subject was close to foreclosure when it sold in November 2012 
and the price was not indicative of the subject’s fee simple market value as the sale was under 
duress. 
  
Urban stated the subject’s highest and best use is as an office building. As the subject is a medical 
office building, its tenants are almost all doctors and dentists. He further stated that comparable 
properties are generally obtained from the CoStar Comps service in his appraisal business. Upon 
questioning from the Intervenor’s attorney, Urban reviewed the comparable sales listed in the 
appraisal’s cost approach to value. Specifically, Urban said the subject has approximately five 
acres of land while comparable #1 has 20 acres of land and that this comparable property sold for 
a price of $5.53 per square foot. Mr. Dalianis presented a CoStar report of the sale of this 
comparable. The printout was marked Intervenor’s Exhibit “B” and indicated this comparable sold 
for $11.06 per square foot and not $5.53 as indicated in the appraisal. Urban acknowledged his 
report was incorrect and further testified that as this property was developed with a Walmart, it 
was not the same highest and best use as a medical office building.  
 
As to Comparable #2 Urban testified that a Sam’s Club superstore is not the same highest and best 
use as the subject property. 
 
As to Comparable #3, Urban testified that a retail furniture store is not the same highest and best 
use as the subject property. 
 
As to Comparable #4, Urban testified that he did not select that comparable himself and did not 
know for what purpose the parking lot was used. He further indicated that an auto dealership 
parking lot was not the same highest and best use as the subject property. 
 
As to Comparable #5, Urban testified that a gas station is not the same highest and best use as the 
subject property. Urban then conceded that four of his five properties were located in Kane County, 
that he did not even develop a land value, and that he just accepted the assessor’s land value which 
constituted 86% of the total market value of the subject property.  
 
Upon further questioning regarding cost approach, Urban stated the subject’s total accrued 
depreciation was 99.2% as of January 1, 2013 and there was no further depreciation between 
January 1, 2013 and January 1, 2014, indicating he felt the building had very limited value.  
 
In turning to the income approach to value, Urban stated that four of the six rental comparables he 
utilized, specifically Comparables #3, #4, #5 and #6, were asking prices and not actual leases. 
Urban confirmed that the subject’s actual rental rates at the time of his reports were $17.16 and 
$17.23 per square foot in 2013 and 2014, respectively.  
 
Regarding the lease for Rental #1, Mr. Dalianis clarified that this was located across the street 
from the subject property and presented a Multiple Listing Service (“MLS”) printout that indicated 
this was a net and not a gross lease as Urban indicated in his report. The printout was marked 
Intervenor’s Exhibit “C”.  
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Regarding Comparable #2, Urban conceded this comparable is located in an area of Elgin that has 
a higher vacancy rate than the subject’s location. It also does not have any on-site parking and is 
not a medical office building.  
 
Urban testified that Comparables #3, #4 and #6 were listings, not actual leases, and were not 
medical office buildings. Comparable #5 was a listing of a medical office building. Based on these 
properties Urban developed a rental rate of $10.00 per square foot gross which he conceded is 
below the rental rate of a lease in the subject property for below-grade space and below the rental 
rate of the property located across the street from the subject.  
 
Urban further testified that when he was completing these appraisals, the subject property was 
listed for sale for $1,800,000. 
 
Urban then continued his testimony, stating his capitalization rate was based on the band of 
investment technique as well as market extraction. The Intervenor then indicated those sales were 
averaging 8.4% with which Urban agreed. 
 
As to the sales comparison approach, Urban stated he relied on the sales of five comparable 
properties. Mr. Urban was presented with a CoStar comps list of the occupancy rates of these 
properties. Before reading the rates, Urban stated they are frequently incorrect. Upon questioning, 
the appraiser conceded his Comparable #1 sold as part of a foreclosure REO sale; Comparable #2 
was part of a portfolio of four buildings; Comparable #3 was general office space and may have 
been in foreclosure; Comparable #4 was an REO sale and had approximately $500,000 in unpaid 
tax liability. It sold for a price of $1,100,000 in January 2014 then resold twelve months later for 
$3,200,000. A printout from CoStar Comps evidencing this transaction was accepted as 
Intervenor’s Exhibit “D”; and Comparable #5 had a 40% vacancy rate and not a 20-30% vacancy 
rate as indicated in the Urban appraisal.  
 
On re-direct, Urban explained he could not confirm with the current owner the nature of the lis 
pendens filed on the subject property prior to its transfer in November 2012. Urban then repeated 
that the subject had a 59% vacancy rate as of January 1, 2013 and a 70% vacancy rate as of January 
1, 2014. 
 
Ms. Broughton-Fountain then called Sundeep Oberoi as her next witness. Oberoi was the 
managing partner and now the sole owner of the subject property in 2013 and 2014. He testified 
that the subject property was listed for sale on LoopNet for approximately two years and that a 
realtor was paid a commission at purchase. He stated the subject was approximately 40% occupied 
at the time of his purchase. The vacancy rate stayed the same throughout 2013 but increased in 
2014 as leases expired. Oberoi stated in 2015 he tried to sell the subject property for a price of 
$1,000,000, but there were no offers or inquiries.  
 
Ms. Broughton-Fountain asked Oberoi about the condition of the property and the actual profit 
and loss in 2013, 2014, and 2015. The Intervenor objected as there were no written reports in the 
record regarding these issues, and the objection was sustained. As there were no further questions 
from the parties, the witness was excused.  
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The Intervenor briefly reviewed his written submission which included nine sales of medical office 
buildings, four of which were located in Elgin. Comparables #1 through #4, which included 
medical office buildings located in Elgin, sold in 2011 or 2012 for sale prices ranging from $71.99 
to $393.54 per square foot, including land. Comparables #5 through #9 sold from 2007 through 
2010 for prices ranging from $283.69 to $353.62 per square foot, including land. These 
comparables were located throughout the greater Chicago metropolitan area. The Intervenor also 
argued that the sale of the subject in 2012 should be given no weight as it was a compulsory sale 
and therefore distressed, as evidenced by the appraiser’s statements on page 9 of his appraisal. 
 
The board of review submitted its "Board of Review-Notes on Appeal" wherein the subject's total 
assessment of $338,736 was disclosed. This assessment reflects a fair market value of $1,354,944 
when the Cook County Real Property Assessment Classification Ordinance level of assessment of 
25% for Class 5 commercial property is applied. In support of this market value, the board of 
review submitted a memorandum authored by Frank Wojkowski stating comparable sales indicate 
an unadjusted range from $69.20 to $368.42 per square foot of building area, including land.  The 
memorandum indicates that these comparables were not adjusted for any market conditions.  The 
board of review also included: an aerial view of the subject property; the subject's property record 
card; and a list of five commercial properties located in the subject's vicinity. Four of the properties 
were located in Elgin, two of which were medical office buildings. The analyst also attached a 
descriptive printout for those five sales. At hearing, the board of review did not call any witnesses 
and rested its case upon its written evidence submissions. As a result of its analysis, the board 
requested confirmation of the subject's assessment. 
 
Ms. Broughton-Fountain rested on the written submission of her rebuttal evidence. In her rebuttal, 
she emphasized the fact that the majority of sale comparables submitted by the board of review 
and the Intervenor were located in Kane County, although a plethora of sales of medical office 
properties existed in Cook County. She also argued that the best evidence of market value was the 
sale of the subject in 2012 even though it was a compulsory sale. The rebuttal also included a chart 
listing 11 new sale properties with supporting evidence. 
 

Conclusion of Law 
 
The appellant contends the market value of the subject property is not accurately reflected in its 
assessed valuation.  When market value is the basis of the appeal the value of the property must 
be proved by a preponderance of the evidence.  86 Ill.Admin.Code §1910.63(e).  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 appellant did not meet 
this burden of proof and a reduction in the subject's assessment is not warranted. 
 
The Board finds that the sale of the subject in November 2012 for $677,500, or $15.37 per square 
foot of building area, including land, was a "compulsory sale" through the documentation 
submitted by the appellant and the appraiser’s testimony.  A "compulsory sale" is defined as: 
 

(i) the sale of real estate for less than the amount owed to the mortgage lender or 
mortgagor, if the lender or mortgagor has agreed to the sale, commonly referred to 
as a "short sale" and (ii) the first sale of real estate owned by a financial institution 
as a result of a judgment of foreclosure, transfer pursuant to a deed in lieu of 
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foreclosure, or consent judgment, occurring after the foreclosure proceeding is 
complete. 

 
Additionally, real property in Illinois must be assessed at its fair cash value, which can only be 
estimated absent any compulsion on either party. 
 

Illinois law requires that all real property be valued at its fair cash value, estimated 
at the price it would bring at a fair voluntary sale where the owner is ready, willing, 
and able to sell but not compelled to do so, and the buyer is likewise ready, willing, 
and able to buy, but is not forced to do so. 

 
Bd. of Educ. of Meridian Cmty. Unit Sch. Dist. No. 223 v. Ill. Prop. Tax Appeal Bd., 2011 IL App 
(2d) 100068, ¶ 36 (citing Chrysler Corp. v. Ill. Prop. Tax Appeal Bd., 69 Ill.App.3d 207, 211 (2d 
Dist. 1979)). 
 
However, when there is a recent sale of the subject, and that sale is compulsory, the Board may 
consider evidence which would show whether the sale price was representative of the subject's fair 
cash value.  See 35 ILCS 200/16-183 ("The Property Tax Appeal Board shall consider compulsory 
sales of comparable properties for the purpose of revising and correcting assessments, including 
those compulsory sales of comparable properties submitted by the taxpayer.").  Such evidence can 
include the descriptive and sales information for recently sold properties that are similar to the 
subject.  See Id.   
 
The parties did submit market data so the Board is able to determine if the compulsory sale was 
reflective of the subject’s actual market value. The Board, however, gives little weight to the 
conclusions of value contained in the Appellant’s appraisal authored by Urban for numerous 
reasons. 
 
Urban did not conduct an interior inspection of the subject property and testimony indicated that 
his inspection was a brief drive-by where he paid little or no attention to the environs of the subject 
property. This included an incorrect description of the subject property’s location in his written 
report and no knowledge, as per his testimony, of the neighboring businesses located adjacent to 
the subject property. 
 
Urban’s cost approach utilized five sale comparables, none of which were vacant land 
comparables. Four of the comparables were improved with either a superstore, retail furniture store 
or a gas station, while the fifth comparable was used as an auto dealership parking lot.  
Accordingly, none of these suggested comparables had the same highest and best use as the subject 
property. Urban then did not develop a land value for the subject, instead he just asserted the 
proposition that the Assessor’s land value was acceptable. Urban’s depreciation was also 
calculated to be over 99% which would indicate very little value attributable to the subject 
improvement, however, the subject is actively being leased as a medical office building. 
 
As to the income approach, Urban only offered two comparables that were actual leases. 
Comparable #1 was an actual lease across the street from the subject property wherein Urban 
designated the lease as gross when it was actually a net lease. Urban further testified that 
Comparable #2 was located in a depressed area of Elgin with higher vacancy rates than the 
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subject’s location. Not only did the only two rental properties command higher rental rates than 
Urban opined in his appraisal, the actual rental rates of the subject’s most recent lease, as well as 
its average rental rates for 2013 and 2014, were substantially higher than the $10.00 per square 
foot, gross, rate that Urban relied on in his income analysis. Urban’s capitalization rate was also 
higher than indicated by the market comparbales. Although Urban relied on an income analysis 
based on only two rental comparables, he gave this approach primary consideration in determining 
the subject’s market value. 
 
Urban’s sales comparison approach was also wrought with errors and omissions as disclosed in 
the Intervenor’s cross-examination, including omissions regarding conditions of sale, inaccurate 
vacancy rates and sales history of the comparables. Overall, the Board finds Urban’s analysis 
flawed and his testimony lacking in credibility. 
 
The courts have stated that where there is credible evidence of comparable sales, these sales are to 
be given significant weight as evidence of market value. Chrysler Corp. v. Illinois Property Tax 
Appeal Board, 69 Ill.App.3d 207 (2nd Dist. 1979); Willow Hill Grain, Inc. v. Property Tax Appeal 
Board, 187 Ill.App.3d 9 (5th Dist. 1989). Therefore, the Board will give this approach the most 
weight and analyze the best sale comparables contained in the record. 
 
The sales introduced in the appellant’s rebuttal evidence were given no consideration in the 
Board’s analysis pursuant to Section 1910.66 (c), which states:  
 

"Rebuttal evidence shall not consist of new evidence such as an appraisal or newly 
discovered comparable properties. A party to the appeal shall be precluded from 
submitting its own case in chief in the guise of rebuttal evidence." 

 
The Urban appraisal offered five sale comparables, the board of review offered five sale 
comparables, and the Intervenor offered nine sale comparables for the Board’s analysis. The board 
of review’s Comparable #3 and the Intervenor’s Comparable #4 are identical to each other. The 
subject property is currently valued at $30.75 per square foot, including land while the 18 
unadjusted sale comparables ranged in a sale price per square foot value, including land, from 
$11.84 to $393.54.  
 
The Board finds the best evidence of market value to be the following unadjusted sale comparables 
for the following reasons: 
 

1) The appraiser’s sale comparable #1: This was a compulsory sale of an office building 
containing 20,000 square feet of building area.  It was located in Palatine, Cook County 
and sold in 2012 for a sale price per square foot of $24.25. 
 

2) The appraiser’s sale comparable #3: This was a compulsory sale of an office building 
containing 109,392 square feet of building area.  It was located in Schaumburg, Cook 
County and sold in 2011 for a sale price per square foot of $30.17. 

 
3) The board of review’s sale comparable #3, which is identical to the Intervenor’s sale 

comparable #4: This was a non-arm’s length sale of a medical office building containing 
5,000 square feet of building area.  It was located in Elgin, Kane County and sold in 2012 
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for a sale price per square foot of $108.00. The Board notes that non-arm’s length 
transactions typically sell at below market value prices. 
 

4) The Intervenor’s sale comparable #2: This was an REO sale of a medical office building 
with a continued use as a medical clinic, containing 8,960 square feet of building area.  It 
was located in Elgin, Kane County and sold in 2011 for a sale price per square foot of 
$71.99. The Board considers this comparable to be the best sale comparable contained in 
the record. 
 

Although three of the four comparables chosen were compulsory sales, the Board “shall consider 
compulsory sales of comparables properties (emphasis added) for the purposes of revising and 
correcting assessments, including those comparable sales of comparable property submitted by the 
taxpayer.” 35 ILCS 200/16-183 (2013). 
 
The comparables chosen by the Board sold at a date proximate in time to the January 1, 2013 
valuation date and were either office buildings or medical office buildings. They had unadjusted 
sale prices ranging from $24.25 to $108.00 per square foot of building area, including land. The 
subject's sale price reflects a market value of $15.37 per square foot of building area, including 
land, which is below the range established by the best comparables in this record. Moreover, the 
subject's current assessment reflects a market value of $30.75 per square foot of living area, 
including land, which is within this range. After considering adjustments to the comparables as 
compared to the subject for various factors including size, location, use and conditions of sale, the 
Board finds that the appellant has not proven, by a preponderance of the evidence, that the subject 
is overvalued. Based on the evidence contained in the record, and exhibits and testimony presented 
at the hearing, the Board finds that a reduction in the subject’s assessment is not warranted. 
 
 
 
 
 
  



Docket No: 13-33841.001-C-2 
 
 

 
10 of 12 

 
IMPORTANT NOTICE 

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

 

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. Pursuant to Section 1910.50(d) 
of the rules of the Property Tax Appeal Board (86 Ill.Admin.Code §1910.50(d)) the proceeding before 
the Property Tax Appeal Board is terminated when the decision is rendered.  The Property Tax Appeal 
Board does not require any motion or request for reconsideration. 

 

 

 

 

 Chairman  

 

 

 

 

Member  Member  

 

   

Member  Member  

    

DISSENTING: 
 

  
 

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do hereby 
certify that the foregoing is a true, full and complete Final Administrative Decision of the Illinois 
Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this said 
office. 
 

 

Date: June 18, 2019 

   

 Clerk of the Property Tax Appeal Board 
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"If the Property Tax Appeal Board renders a decision lowering the assessment of a particular parcel 
after the deadline for filing complaints with the Board of Review or after adjournment of the 
session of the Board of Review at which assessments for the subsequent year or years of the same 
general assessment period, as provided in Sections 9-125 through 9-225, 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 such subsequent year or years 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 OR YEARS. A separate petition and evidence must be filed for 
each of the remaining years of the general assessment period. 
 

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. 
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PARTIES OF RECORD 
 
AGENCY 
 
State of Illinois 
Property Tax Appeal Board 
William G. Stratton Building, Room 402 
401 South Spring Street 
Springfield, IL  62706-4001 
 
APPELLANT 
 
Three Step Holdings, LLC, by attorney: 
Michelle Broughton-Fountain 
Law Office of Michelle Broughton-Fountain 
19150 S. Kedzie Avenue 
Suite 103B 
Flossmoor, IL  60422 
 
COUNTY 
 
Cook County Board of Review 
County Building, Room 601 
118 North Clark Street 
Chicago, IL  60602 
 
INTERVENOR 
 
Elgin S.D. #U-46, by attorney: 
Ares G. Dalianis 
Franczek P.C. 
300 South Wacker Drive 
Suite 3400 
Chicago, IL  60606 
 
 



 

 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/smw/01-16   

 
 

APPELLANT: Grant Township/Kay Starostovic 
DOCKET NO.: 13-01680.001-C-3 through 13-01680.003-C-3 
PARCEL NO.: See Below   
 
 
The parties of record before the Property Tax Appeal Board are 
Grant Township/Kay Starostovic, the appellant, by attorney Ares 
G. Dalianis of Franczek Radelet P.C. in Chicago; the Lake County 
Board of Review; Fox Lake Fire Protection District, intervenor, 
by attorney Brian J. O'Connor of Ottosen, Britz, Kelly, Cooper, 
Gilbert & DiNolfo, Ltd. in Elburn; and Timber Oaks Acquisition, 
LLC, intervenor/owner, by attorney George J. Relias of Relias & 
Tsonis, LLC in Chicago. 
 
Based on the facts and exhibits presented, the Property Tax 
Appeal Board hereby finds an increase in the assessment of the 
property as established by the Lake County Board of Review is 
warranted.  The correct assessed valuation of the property is: 
 

DOCKET NO PARCEL NUMBER LAND IMPRVMT TOTAL 
13-01680.001-C-3 05-11-300-037 155,545 1,892,099 $2,047,644 
13-01680.002-C-3 05-11-300-035 103,572 1,245,892 $1,349,464 
13-01680.003-C-3 05-11-300-002 99,665 1,156,827 $1,256,492 

 
  
Subject only to the State multiplier as applicable. 
 

 
Statement of Jurisdiction 

 
 
The appellant timely filed the appeal from a decision of the Lake 
County Board of Review pursuant to section 16-160 of the Property 
Tax Code (35 ILCS 200/16-160) contesting  the assessment for the 
2013 tax year.  The Property Tax Appeal Board finds that it has 
jurisdiction over the parties and the subject matter of the 
appeal. 
 

Findings of Fact 
 
The subject property consists of three parcels improved with 
seven, two-story over English-basement residential apartment 
buildings of frame and brick construction with 240,918 square 
feet of gross building area.  The complex has a total of 235 
units composed of 4 studio apartments, 129 one-bedroom and one 
bathroom units, 34 two bedroom and one bathroom units and 68 two 
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bedroom and two bathroom units.  Each studio apartment has 450 
square feet of living area; the one-bedroom units range in size 
from 625 to 769 square feet of living area; and the two-bedroom 
units range in size from 700 to 1,095 square feet of living area.  
The apartment buildings were constructed in stages from 1976 to 
1981.  The complex also has a 1-story clubhouse with 3,720 square 
feet of building area and an indoor swimming pool that was built 
in 1998.  Other improvements include three parking garage 
buildings and a service garage that were constructed in 1998 with 
a combined building area of 17,469 square feet.  The property has 
an irregularly shaped parcel containing 598,767 square feet or 
13.75 acres and is located in Ingleside, Grant Township, Lake 
County.  The property is commonly known as the Timber Oaks 
Apartments.   
 
The appellant and the Fox Lake Fire Protection District, 
intervenor, contend undervaluation as the basis of the appeal.  
By way of background Mr. Dalianis explained that the subject 
property sold for approximately $20.4 million with approximately 
$1.64 million as non-real property consideration resulting in a 
net consideration for the realty of $18.6 million.1  Dalianis 
asserted that for the January 1, 2013 lien date the township 
officials placed an assessed value on the subject property of 
approximately $4.76 million reflecting a market value of 
approximately $14.3 million.  The owner filed an appeal with the 
board of review and entered a stipulation reducing the assessment 
to reflect a market value of approximately $11.5 million, which 
is the value being challenged. 
 
In support of the undervaluation argument the appellant and the 
Fox Lake Fire Protection District jointly called as their witness 
real estate appraiser Eric W. Dost.  Dost prepared a narrative 
appraisal of the subject property, marked as Intervenor Exhibit 
#1, estimating the subject property had a market value of 
$14,000,000 as of January 1, 2013.  Dost is a commercial real 
estate appraiser and president of Dost Valuation Group.  Dost has 
the MIA designation from the Appraisal Institute and is an 
Illinois Certified General Real Estate Appraiser.  Dost has 
prepared approximately 3,000 appraisals of commercial type 
properties and about 150 of those were multi-family residential 
properties with 140 being located in the Chicago metropolitan 
area.  Dost has appraised multi-family properties for HUD 
financing, tax assessment and market feasibility study purposes.  
A market feasibility study is a preliminary step for potential 
financing where the lender wants to know if there is adequate 
demand for the proposed units.  Dost testified he has taken 
special coursework on apartment-type properties through the 
Appraisal Institute.  Dost was accepted as an expert in the 
appraisal of commercial real estate and multi-family residential 
real estate. 
 

                     
1 The record contained a copy of the PTAX-203 Illinois Real Estate Transfer 
Declaration, labeled Exhibit D, recorded April 26, 2012, showing a net 
consideration of $18,621,592.  
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Dost identified Intervenor Exhibit #1 as the appraisal of the 
subject property he prepared on behalf of the Fox Lake Fire 
Protection District and the Grant Township Assessor.  The purpose 
of the appraisal was to estimate the market value of the fee 
simple interest as of January 1, 2013.  Dost had previously 
appraised the subject property in 2009 for HUD financing. 
 
Dost is familiar with the Uniform Standards of Professional 
Appraisal Practice (USPAP), which outlines the guidelines for the 
preparation and reporting of real estate appraisals.  He asserted 
his report was consistent with USPAP standards.  The witness 
testified the appraisal is a summary appraisal report, which is 
the most common type of appraisal. 
 
Dost conducted an exterior inspection of the property on October 
1, 2014 and again the weekend prior to the hearing.  Dost had 
requested access to conduct an interior inspection from the 
property owner's representative, George Relias, by letter dated 
August 14, 2014, but he received no response.  
 
Dost described the subject property as being located along Route 
59 with Grant Community High School to the north, the Fox Lake 
Police Department and vacant land to the east, recreation 
facilities, a grade school and parks to the west, parks to the 
southeast and single-family residential property in the area.  He 
further testified the subject has a two-acre fishing pond on the 
site.  Aerial photographs of the subject property depict eight 
tennis courts west of the subject property and baseball fields 
southeast of the subject property.  Dost was of the opinion the 
overall location of the property is very good for an apartment 
property as it has good visibility because of Route 59, the 
nearby police station and proximity to Fox Lake and Pistakee 
Lake. 
 
Dost described the property as being improved with a three-story 
suburban garden style apartment complex with 235 units built from 
1976 to 1981 and reportedly renovated in 1999.  The subject 
property has a clubhouse with an indoor swimming pool and fitness 
center.  The property also has 63 parking garage spaces.  The 
report contained data from Real Estate Investment Survey (REIS) 
Reports, a commercial real estate data provider, on the West Lake 
County Submarket.  Dost determined the highest and best use of 
the subject property as vacant was for multi-family development 
and as currently improved the existing use.  In estimating the 
market value of the subject property Dost developed the sales 
comparison approach, the income capitalization approach and 
provided an opinion of land value.  The cost approach was not 
developed because the improvements are older and, in Dost's 
opinion, a buyer would not consider the cost approach.  Dost 
estimated the land value because it is important to test the 
highest and best use as improved and land is part of the 
assessment.   
 
In estimating the land value Dost used five comparable land sales 
located in East Dundee, Lake Zurich, Round Lake Beach, Crystal 



Docket No: 13-01680.001-C-3 through 13-01680.003-C-3 
 
 

 
4 of 20 

Lake and Vernon Hills that ranged in size from 158,994 to 
1,258,884 square feet or from 3.65 to 28.90 acres of land area.  
The land comparables sold from September 2011 to August 2013 for 
prices ranging from $480,000 to $4,968,725 or from $1.18 to $4.98 
per square foot of land area.  Each land sale was purchased for 
construction of some type of multi-family housing.  The average 
price was $3.56 per square foot of land area and the median price 
was $3.95 per square foot of land area.  After considering 
adjustments to the comparables for differences from the subject 
site in size, zoning, utilities, location and topography the 
appraiser arrived at an estimated land value of $3.00 per square 
foot of land area or $1,800,000, rounded.   
 
The appraiser next developed the sales comparison approach to 
value using five improved sales.  The comparables were located in 
Woodstock, Carpentersville, Waukegan, Antioch and Lake Bluff, 
Illinois.  The comparables were improved with apartment complexes 
that contained from 96 to 334 units.  Dost indicated these 
comparables had net rentable areas ranging from 77,445 to 254,508 
square feet of building area while the subject has 193,787 square 
feet of net rentable area.  Dost calculated the net rentable 
building area per unit for the comparables, which ranged from 717 
to 920 square feet while the subject had 825 square feet of net 
rentable building area per unit.  The comparables were 
constructed from 1974 to 1991, with comparable #5 being renovated 
in 2011.  The sales occurred from April 2012 to June 2013 for 
prices ranging from $5,100,000 to $31,622,654 or from $47,222 to 
$127,679 per unit.  Dost reported the mean sales price was 
$77,632 per unit and the median sales price was $62,521 per unit.  
After considering adjustments to the comparables for 
age/condition, size, location, building area per unit, unit 
features, common area amenities, construction characteristics and 
economic characteristics Dost arrived at an estimated value of 
$60,000 per unit or $14,100,000. 
 
With respect to his comparable sale #1 identified as Prairie View 
Apartments in Woodstock, Dost acknowledged that the buyer and 
seller of this property were the same as the buyer and seller of 
the subject property.  This property was a 334 unit apartment 
complex purchased about the same time as the subject property in 
April 2012 for a price of $94,679 per unit.  Dost did not agree 
with the assertion that this comparable should not be used 
because it was a bulk or portfolio sale.  In his opinion two 
properties don't make a portfolio and he found some independent 
marketing brochures for Timber Oaks with no mention of Prairie 
View.  With respect to his comparable sale #2 the appraiser 
testified that CoStar reported a capitalization rate of 8.62%.  
This property was located approximately 20 miles from the subject 
property.  With respect to his comparable #3 Dost testified he 
had previously appraised this property and it had an actual 
capitalization rate of 6.38%.  Comparable #4 was located about 7½ 
miles from the subject property and no capitalization rate was 
reported for this property.  Dost testified this property had 
inferior amenities when compared to the subject property having 
no indoor swimming pool or clubhouse and is located on a more 
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secondary street.  Comparable #5 was located in Lake Bluff 
approximately 15 miles from the subject property and sold in 
April 2013 for a price of $28,600,000 or $127,679 per unit after 
being renovated in 2011.  Dost testified CoStar reported a pro 
forma capitalization rate of 6.1% with an actual capitalization 
rate of 5.5%.  Dost testified this property was definitely 
superior to the subject property.  Dost explained the subject 
property was located geographically in the middle of the 
comparable sales as depicted on the map on page 51 of his report.  
The appraiser testified he verified the sales using such sources 
as CoStar, public records, buyers, press releases and brokerage 
firms.   
 
The final approach developed by Dost was the income approach to 
value.  He examined the subject's financial statements for the 
12-month period ending December 31st, 2010, 2011 and 2012.  He 
also analyzed five expense comparables and did a rent survey of 
comparable properties in the area.  In estimating the market rent 
Dost used five rental comparables located in McHenry, Round Lake, 
Lake Villa and Wauconda.  These comparables had from 84 to 280 
units and four were reported to have been constructed from 1977 
to 2005.  The subject property has four studio apartments that 
had actual monthly rents of $660 per unit.  Only one comparable 
had studio units renting for $695 per month or $1.26 per square 
foot per month.  The appraiser concluded the subject's studio 
apartments had a market rent of $660 per month.  The subject's 
one-bedroom and one bathroom units had actual rents ranging from 
$754 to $854 per month and had a weighted average rent of $777 
per month.  The subject's average market rent according to the 
rent roll was $826 per month.  The comparables' one-bedroom units 
had monthly rents ranging from $775 to $953 per month.  The 
appraiser concluded the subject's one-bedroom apartments had a 
market rent of $800 per month.  The subject's two-bedroom and one 
bathroom units had actual rents ranging from $876 to $953 per 
month with an average rent of $941 per month.  The subject's 
average market rent for this type of apartment according to the 
rent roll was $973 per month.  The comparables' two-bedroom one 
bathroom units had average monthly rents ranging from $938 to 
$1,255 per month.  The appraiser concluded the subject's two-
bedroom one bathroom apartments had a market rent of $950 per 
month.  The subject's two-bedroom and two bathroom units had 
actual rents ranging from $876 to $953 per month with an average 
rent of $941 per month.  The subject's average market rent for 
this type of apartment according to the rent roll was $994 per 
month.  The comparables' two-bedroom two bathroom units had 
average monthly rents ranging from $900 to $1,255 per month.  The 
appraiser concluded the subject's two-bedroom one bathroom 
apartments had a market rent of $960 per month.  Based on this 
analysis the appraiser estimated the subject's gross potential 
rental income was $2,391,888.   
 
Dost reported the subject's historical laundry and other income 
from 2010 to 2012 ranged from $87,911 to $156,370.  He also 
indicated the five rental comparables had laundry and other 
revenue ranging from $28,631 to $367,570 with an average of 
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$176,274.  Based on this data the appraiser estimated the 
subject's laundry and other income was $126,900. 
 
The appraiser next estimated the subject's parking revenue noting 
the subject's total parking revenue from 2010 to 2012 ranged from 
$30,823 to $61,263.  He further reported that his rental 
comparables #1 and #2 had garage spaces available for $60 and $75 
per month.  Based on this data the appraiser estimated the 
subject's 63 garage spaces had a stabilized revenue of $60 per 
space for a total of $45,360.   
 
Adding the gross rental income, the laundry and other income and 
the parking revenue resulted in a potential gross income of 
$2,564,148.   
 
Dost reported the REIS Reports indicated the West Lake County 
submarket had three-year and five-year historic vacancy rates of 
4.5% and 5.3%, respectively.  He also indicated that information 
for all of Lake County from Hendricks Berkadia reported a vacancy 
rate of 3% as of the first quarter of 2013.  The appraiser also 
indicated that according to the January 1, 2013 rent roll the 
subject had 13 vacant and un-leased units indicating a vacancy 
rate of 5.5%.  Based on this information the appraiser estimated 
the subject had a vacancy and collection loss of 6% or $153,849, 
resulting in an effective gross income (EGI) of $2,410,299.   
 
In estimating expenses Dost analyzed the subject's historic 
expenses and also considered five expense comparables.  Dost 
testified that according to the First Quarter 2013 PWC Real 
Estate Investor Survey of the National Apartment Market there is 
a range of management fees from 2% to 8% with an average of 
3.13%.  The comparables had management fees ranging from .5% to 
4.1% of EGI.  He estimated the subject's management fee to be 
3.0% of EGI or $72,309 per year.  The appraiser placed emphasis 
on the subject's average amount, which was supported by the 
rental comparables, in estimating the expenses for other 
administrative, lighting and miscellaneous power, water/sewer, 
natural gas, garbage removal, payroll, repairs and insurance, 
which totaled $681,500.  With respect to reserves for 
replacements Dost stated that the First Quarter 2013 PWC Real 
Estate Investor Survey reported apartments have a replacement 
range from $150 to $2,000 per unit, with an average of $387 per 
unit.  Dost estimated the subject's reserves for replacements to 
be $300 per unit or $70,500.  Deducting total operating expenses 
of $824,309 from the EGI resulted in a net operating income (NOI) 
of $1,585,990.  
 
The final step under the income approach was to estimate the 
capitalization rate.  In estimating the capitalization rate Dost 
used investor surveys, the band of investment method and an 
analysis of the comparable sales.  Dost indicated that the First 
Quarter 2013 PWC Real Estate Investor Survey for the National 
Apartment Market indicated an average overall rate of 5.73% for 
institutional properties and 7.29% for non-institutional 
properties.  Dost was of the opinion that a capitalization rate 
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near the non-institutional average was considered appropriate for 
the subject.  The band of investment method resulted in a 
capitalization rate of 7.42%.  Dost indicated that four of the 
five sales had capitalization rates ranging from 5.50% to 8.62% 
with an average of 6.94%.  Using this data Dost determined a 
capitalization rate of 7.5% was reasonable for the subject.  To 
this a tax load factor of 3.8879% was added to arrive at a loaded 
capitalization rate of 11.388%.  Dividing the NOI by the loaded 
capitalization rate resulted in an estimated value under the 
income approach of $13,900,000.   
 
In reconciling the two opinions of value Dost gave significant 
emphasis to both the sales comparison approach and the income 
approach to value.  He testified his opinion of the fair cash 
value of the subject property as of January 1, 2013 was 
$14,000,000.2 
 
Under cross-examination Dost testified that there was some 
assumed financing associated with comparable sale #1 and the sale 
of the subject property, but was not aware that it was 
necessarily favorable.  Dost knew that the subject property had 
HUD financing and it was assumable but was of the opinion that 
does not necessarily make it favorable.  He also reiterated his 
testimony that even though comparable sale #1 and the subject 
were sold at the same time and involved the same parties this 
does not make a portfolio.   
 
Dost testified his comparable sale #1 was located in McHenry 
County and his comparable sale #2 was located in Kane County.  He 
also testified that his comparable #5 was located in east Lake 
County 15 miles east of the subject property.  Dost was not aware 
that comparable sale #1 also included a healthcare business in 
the transaction.  Dost also agreed that his comparable sales #2, 
#3 and #4 had less units than the subject property.  He 
testified, however, that he selected these comparables because 
they are in the same general size range as the subject property.   
 
With respect to the capitalization rate, Dost testified that he 
used data from CoStar for comparables #1, #2, #4 and #5, which 
had capitalization rates listed.  He acknowledged that CoStar did 
not list the income and expenses for the comparables.  He also 
agreed the capitalization rates were listed as pro forma 
capitalization rates.  He testified, however, if the 
capitalization rates were actually different it would not change 
his opinion because he relied on three methods in estimating the 
capitalization rate.  Dost acknowledged that the PWC Real Estate 
Investor Survey is a national report that takes into 
consideration properties from the East Coast and West Coast.  
With respect to the band of investment method Dost testified that 
he estimated the value of the fee simple interest as of the 
valuation date and you are to use market financing as of that 
date. 
                     
2 At page 74 of the Dost appraisal the reconciled market value estimate was 
reported to be $14,100,000. 
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Dost described the site as irregular and almost triangular.  He 
agreed that irregular sites are less desirable than regular 
sites.  He also agreed that the ball fields and tennis courts do 
not belong to and are not part of the subject property.  He 
asserted, however, that the presence of nearby amenities affects 
the rents.  
 
Under redirect examination Dost testified an appraiser is not 
bound to stay within the same county in selecting comparables.  
He explained that given how dynamic and changing the market 
conditions were over the past several years, he finds it better 
to have more current sales that might be a tiny bit further away.  
He testified the more current the dates of sale the better.  Dost 
also testified that in developing a capitalization rate using 
three sources provides more support and all three approaches he 
used pointed in the same direction. 
 
The board of review submitted its "Board of Review Notes on 
Appeal" disclosing the total assessment for the subject of 
$3,832,950.  The subject's assessment reflects a market value of 
$11,531,137 or $49,069 per apartment unit, land included, when 
using the 2013 three year average median level of assessment for 
Lake County of 33.24% as determined by the Illinois Department of 
Revenue.  The board of review submitted no evidence in support of 
its assessment of the subject property.  
 
In support of its contention of the correct assessment the 
intervenor/owner/taxpayer submitted an appraisal estimating the 
subject property had a market value of $11,750,000 as of January 
1, 2013.  The appraisal was prepared by John O'Dwyer of JSO 
Valuation Group, Ltd.  O'Dwyer was called as a witness and 
testified he has the MAI designation and is president of JSO 
Valuation Group.  The witness further testified he is a Member of 
the Royal Institute of Chartered Surveyors.  The appraisal 
further indicated that O'Dwyer was an Illinois Certified 
Appraiser.  The witness testified that his firm completes 
approximately 500 appraisals per year and about 20% are multi-
family properties.  The taxpayer's appraiser also testified he is 
a renowned speaker on low-income multi-family housing and speaks 
at conferences on self-storage warehousing.  O'Dwyer was accepted 
as an expert.   
 
O'Dwyer prepared a narrative appraisal of the subject property, 
which was marked as Exhibit #1 for Intervenor #2.  The appraiser 
estimated the subject property had a market value of $11,750,000 
or $50,000 per unit as of January 1, 2013.  The property rights 
appraised were the fee simple interest and the appraiser 
determined the highest and best use as improved was the 
property's current use.  The appraiser developed the three 
approaches as to value and placed most weight on the income 
approach to value.  O'Dwyer was aware that the subject property 
sold in 2012.  He described the sale as a portfolio sale along 
with the sale of a property in Woodstock.  The appraiser asserted 
a portfolio sale is any sale greater than one sale.  He explained 
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both sales were negotiated together by the buyer and seller and 
sold in conjunction together at the same exact time.  The witness 
testified within the sales there was favorable financial terms 
from HUD that covered both properties at an interest rate of 
approximately 4.3%.  The appraiser testified at that time very 
few institutions were willing to lend money on properties so 
having the assumable mortgage was a very strong motivator for the 
buyer to purchase the property.   
 
The witness described the site as a triangular site except for a 
small cutout and is located on the east side of Devlin and the 
west side of Route 59, with the pinnacle of the site on the south 
side.  There are four buildings located along Devlin and three 
buildings located along Route 59.  In the center of the site is 
an approximately 2-acre pond that was put there for firefighting 
purposes.  The witness testified the pond is not a fishing pond 
or a recreation pond and no boats are allowed on it.  He 
testified the triangular position of the site makes it less 
favorable for any type of development yet the site is very well 
developed as far as the placement of the buildings.   
 
O'Dwyer inspected the property in June 2014 and testified that on 
his walkthrough inspection the property seemed slightly rundown.  
He testified the subject has false mansard roofs with plenty of 
shingles missing and gutters missing.  The appraiser further 
testified that the kitchen suites and bathroom suites were mainly 
all original.  Additionally, some of the double glazing windows 
had vacuums that had burst so the windows were clouded.  O'Dwyer 
further testified that the interior of the property was a low 
cost development meaning there was noise transmission and smell 
transmission.   
 
In developing the income approach to value O'Dwyer used four 
rental comparables located in Round Lake and Fox Lake from .4 to 
4.7 miles from the subject property.  The comparables had from 12 
to 280 units.  Three of the comparables had rental rates for one-
bedroom units ranging from $725 to $995 per month or from $1.08 
to $1.40 per square foot per month.  Each comparable had two-
bedroom units that had rental rates ranging from $795 to $1,275 
per month or from $1.06 to $1.15 per square foot per month.  
O'Dwyer also reported the subject's units had average rents 
ranging from $678 to $993 per month or from $.91 to $1.51 per 
square foot per month.  The witness testified the subject 
property has four studio apartments, 129 one-bedroom apartments 
and 102 two-bedroom apartments with the importance being that 
approximately 55% of the apartments are one-bedroom while one 
would expect more two-bedroom units because the subject is 
located in a "bedroom community."  The appraiser concluded the 
subject would have an average rate of about $1.15 per square foot 
per unit per month resulting in a rental income of $2,403,336.  
The report also indicated the appraiser added $140,000 for other 
income, for such items as parking and late fees, to arrive at a 
gross income of $2,543,336.  O'Dwyer testified that he was 
provided the subject's historical expenses for 2010, 2011 and 
analyzed 2012, which was set forth on page 68 of his report.  He 
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thought that the most important line was the effective gross 
income line that showed effective gross income of $2.5 million 
for 2010, $2.4 million in 2011 and $2.3 million in 2012.  He 
testified that this shows the subject is not an institutional 
grade property because it does not have the ability to collect 
the ratio utility billing system (RUBS), which is where the 
tenant pays for common area expenses such as lighting and 
landscaping.  The appraiser estimated the subject's stabilized 
vacancy and collection loss to be 5% of gross income or $127,167 
which was deducted to arrive at an EGI of $2,416,169.   
 
The appraiser next estimated total expenses to be $960,332, or 
39.75% of effective gross income to arrive at a net operating 
income of $1,455,837.  With respect to expenses the appraiser 
estimated to following: insurance costs of $191 per unit or 
$45,000 per year; operating or administrative expenses were 
stabilized at $340 per unit or $80,000; utilities at $200,000 or 
$851 per unit; payroll and benefits at $160,000 or $681 per unit; 
management fees of $120,808 or $514 per unit; supplies of 
$100,000 or $426 per unit; contracts of $135,000 or $574 per 
unit; repairs/maintenance of $25,000 or $106 per unit; 
commissions of $7,249 or $31 per unit; other expenses of $25,000 
or $106 per unit; and reserves of $62,275 or $265 per unit.  The 
appraisal indicated the expenses were stabilized near the 
historical expenses and in line with both industry and comparable 
standards.  The appraisal also indicated that according to the 
2013 Income and Expense Analysis Report for the Chicagoland area, 
multi-family buildings that are low-rise containing more than 24-
units typically have expenses near 41% and net operating income 
near 59%.  The report indicated that the subject is an older 
improvement, which would warrant a higher expense ratio.  O'Dwyer 
also testified that the condition of the property warrants the 
expense ratio because there is deferred maintenance, heating 
units that need to be taken care of, air conditioning units that 
have to be taken care of, all the roofs need to be replaced, as 
well as siding and landscaping that are going to add to the 
expenses to operate the property.   
 
In estimating the capitalization rate O'Dwyer wanted to first 
estimate the lowest possible rate that would be applicable to an 
institutional grade property.  The appraiser testified PWC Real 
Estate Investor Survey, 1st Quarter 2013, reported rates from 3.5% 
to 10% with an average of 5.73%.  He also testified that the PWC 
Real Estate Investor Survey, 3rd Quarter 2013, depicted on page 70 
of the appraisal, reported rates from 5.0% to 14.0% with an 
average of basically 8%.  The appraiser also looked at the net 
operating income that they were provided and used the assessor's 
market value and derived a capitalization rate of about 10%.  He 
testified they had a floor as to how low the capitalization rate 
could go and a ceiling as to how high the capitalization rate can 
go.  The appraiser estimated a capitalization rate of 8.5%.  To 
this the appraiser added a tax load of 3.89% to arrive at a 
loaded capitalization rate of 12.39%.  Capitalizing the net 
income resulted in an estimated market value of $11,750,000 under 
the income approach to value.   
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O'Dwyer testified that he did not use the band of investment 
method to estimate the capitalization rate because it can be 
manipulated to tell you anything.  He also testified that 
deriving capitalization rates from sales is a great indicator but 
you have to be very careful due to determining the income and 
expenses.   
 
The next approach to value developed by O'Dwyer was the sales 
comparison approach in which he used three comparable sales 
located in Antioch, Gurnee and Park City.  O'Dwyer's sale #1 was 
the same comparable sale as Dost's comparable sale #4.  The three 
comparables were improved with apartment complexes that had from 
96 to 320 units and were built from 1964 to 1988.  The 
comparables were improved with two-story or three-story buildings 
and had from 86,400 to 133,120 square feet of net rentable area.  
These properties had sites ranging in size from 257,004 to 
368,064 square feet of land area or from 5.90 to 8.45 acres.  
Comparable #1 had 96 two-bedroom units; comparable #2 had 134 
one-bedroom units and 2 two-bedroom units; and comparable #3 had 
320 units that were primarily one-bedroom units at the time of 
sale.  The sales occurred from February 2011 to June 2013 for 
prices ranging from $5,000,000 to $13,500,000 or from $48.36 to 
$101.41 per square foot of rentable building area or from $36,765 
to $62,521 per unit.  The appraiser reported that sale #3 
included a sale condition that 60 of the 320 units were tax 
credit units with the local housing authority at a rate of 60% of 
median income, which would have an impact on unit price, 
requiring an upward adjustment.  Sale #3 also required an upward 
adjustment due to its inferior location and average smaller unit 
size of 416 square feet as compared to the subject's 1,041 square 
feet.  The appraiser made downward adjustments to comparable 
sales #1 and #2 due to their smaller unit counts relative to the 
subject property.  Based on these sales the appraiser arrived at 
an estimated market value of $50,000 per unit or $11,750,000.   
 
O'Dwyer testified these sales were selected because they were 
more geographically within Lake County; he did not want to go 
outside Lake County.   
 
O'Dwyer also developed the cost approach to value.  The appraiser 
first estimated the land value using three comparable land sales 
located in Lake Zurich and Lake Villa.  O'Dwyer's land sale #3 
was also utilized by Dost as his land sale #2, although they 
reported different sales prices.  The land comparables ranged in 
size from 157,687 to 359,370 or from 3.62 to 8.25 acres.  The 
comparables sold from December 2011 to March 2014 for prices 
ranging from $55,000 to $726,970 or from $.81 to $4.61 per square 
foot of land area.  O'Dwyer estimated the subject had a land 
value of $2.00 per square foot of land area or $1,200,000, 
rounded. 
 
In estimating the replacement cost new of the improvements the 
taxpayer's appraiser used the Marshall Valuation Service Manual 
and arrived at a cost new for the building improvements of 
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$23,143,824.  The site improvements were estimated to have a cost 
new of $600,223.  The total cost new was estimated to be 
$23,744,047.  Total depreciation was estimated to be $13,195,088 
and was deducted from the total cost new to arrive at a 
depreciated improvement value of $10,548,959.  Adding the land 
value resulted in an estimated value under the cost approach of 
$11,750,000, rounded.   
 
In reconciling the approaches to value the taxpayer's appraiser 
determined the income approach to value was the primary indicator 
of value and the sales comparison approach was considered a 
secondary approach to value.  The appraiser estimated the subject 
property had a market value of $11,750,000 as of January 1, 
2013.3 
 
The taxpayer also submitted an appraisal review of the Dost 
appraisal that was prepared by O'Dwyer.  O'Dwyer concluded the 
Dost Valuation Group, Ltd. appraisal had a valuation estimate 
that was too high due to the fact that no cost approach was 
explored to support the value, the capitalization rate of 7.50% 
was too low, and sales #1, #2 and #5 should not be considered as 
indications of value for the subject property.  
 
Within the appraisal review O'Dwyer asserted there were major 
errors with the reporting of the 2012 sale of the subject 
property.  He asserted the sale price of the subject property of 
$20,468,000 as reported by Dost was incorrect as the PTAX 
transfer declaration noted the price included $1,637,443 in 
personal property resulting in a net sales price of $18,830,592.  
He further stated that the net sales price was actually an 
allocation due to the fact that the subject's transfer was a 
portfolio sale including a separate 334-unit family property 
located in Woodstock, Illinois, that sold for a net consideration 
of $29,092,842.  O'Dwyer asserted that these two sales were 
negotiated together and there was an allocation of a total 
portfolio price between the two properties.   
 
At page 6 of the appraisal review O'Dwyer stated that an 
appraisal that leaves out the cost approach to value does not 
have the same level of support for a market value conclusion that 
an appraisal with all three approaches will have.   
 
In commenting on the sales comparison approach in the Dost 
report, O'Dwyer stated that comparable #1 was part of the 
portfolio sale of the subject property and is far superior to the 
subject property and is located within an entirely different 
market area in McHenry County.  O'Dwyer asserted comparable #2 is 
located far to the south of the subject property in Kane County, 
a different market area.  The taxpayer's appraiser also contends 
Dost's comparable sale #5 is highly superior to the subject 
property with considerably higher rental rates and should be 
excluded from any value indication of the subject.  
                     
3 The appraiser also opined the subject property had an estimate of value of 
$11,750,000 as of January 1, 2014 and June 27, 2014.   
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With respect to the income approach developed by Dost, O'Dwyer 
opined that the analysis of the gross rental income for the 
subject property was relatively good and the tax load factor of 
3.8879% was correct.  The taxpayer's appraiser asserted there was 
no source for the "non-institutional" range of capitalization 
rates that Dost utilizes; the band of investment method to 
develop a capitalization rate is relatively weak; and commented 
on the capitalization rates developed from the sales and 
concluded that sale #3 was the only sale that could possibly have 
a relevant capitalization rate source. 
 
Under cross-examination O'Dwyer agreed that he described the 
subject property as slightly rundown, however, at page 30 of his 
report he stated, "The subject improvements are in good overall 
condition."  O'Dwyer testified the appraisal was USPAP compliant.  
The taxpayer's witness also agreed that the ethics rules of USPAP 
provide that an appraiser must not perform an appraisal with bias 
and must not advocate the cause or interest of any party or 
issue.  He was of the opinion that by acting as an independent 
appraiser and as a consultant in critiquing the Dost appraisal he 
was not showing bias or the interest of a party or issue.  He 
also asserted that the technical review of the Dost appraisal was 
not a consulting report.   
 
O'Dwyer also testified that he was familiar with the CoStar 
service and testified it is the only service available in 
Chicago.  He also testified that every appraiser uses the CoStar 
service.   
 
O'Dwyer was shown Appellant's Exhibit B, PTAX-203, Illinois Real 
Estate Transfer Declaration associated with land sale #1.  The 
taxpayer objected to the document as not being entered before.  
The Property Tax Appeal Board overrules the objection finding the 
document was being offered for impeachment purposes.  The 
document identified land sale #1 as a Bank REO (real estate 
owned).  O'Dwyer testified he did not identify land sale #1 as a 
bank foreclosure in his report.  O'Dwyer also testified he did 
not disclose the fact that land sale #2 was a bank REO sale in 
the report.  The appraiser concluded that REO land sales that 
were taking place became the market because they were so freely 
available.  O'Dwyer was shown Appellant's Exhibit C, PTAX-203, 
Illinois Real Estate Transfer Declaration associated with land 
sale #2.  The taxpayer objected to the exhibit.  The Property Tax 
Appeal Board overrules the objection finding the document was 
being offered for impeachment purposes.  O'Dwyer testified that 
Exhibit C identified the land sale as an REO sale.  He also 
agreed his only land sale that was not a bank foreclosure was his 
land sale #3, which was the same as Dost's land sale #2, that 
sold for $4.61 per square foot of land area.  O'Dwyer described 
land sale #3 as being slightly superior to the subject.   
 
With respect to the cost approach to value, O'Dwyer was 
questioned about the lack of discussion in the appraisal about 
depreciation, deterioration and obsolescence.  On page 30 of the 



Docket No: 13-01680.001-C-3 through 13-01680.003-C-3 
 
 

 
14 of 20 

report the appraiser acknowledged that the subject's roof is 
described as being in average condition.  The witness testified 
that the cost approach was given almost no weight whatsoever even 
though it does not say that in the report. 
 
With respect to the income approach to value O'Dwyer agreed his 
estimate of EGI of approximately $2,416,000 was almost the same 
as Dost's estimate of EGI of approximately $2,410,000.  The 
witness also agreed that the table on page 67 of the report was 
from the Institute of Real Estate Management (IREM).  The 
information that the appraiser looked at was from the right-hand 
side of the table with the heading "Chicago, IL Low Rise Over 24 
Units."  The data consisted of 6 buildings with 993 units.  
O'Dwyer described the data as "blind" meaning one does not know 
the location of the buildings in the Chicagoland area, the design 
features of the buildings and the amenities of the buildings.  
O'Dwyer stated on page 66 of his report that multi-family 
buildings that are low-rise containing more than 24-units 
typically have expenses near 41%.  The witness explained this was 
taken from the IREM table on page 67 of the appraisal that 
reported total of expenses to be 41.3%.  However, the total 
expenses included the real estate taxes.  O'Dwyer testified his 
analysis of expenses excluded real estate taxes. 
 
With respect to the capitalization rate, the appraisal report 
contained a table on page 69 disclosing that the overall 
capitalization rate for the National Apartment Market during the 
first quarter of 2013 ranged from 3.50% to 10.00% with an average 
of 5.73%.  Page 70 of the appraisal contained another table from 
the PWC Real Estate Investor Survey reporting the overall 
capitalization rate for apartments for the third quarter of 2013 
ranged from 3.50% to 10.0% with an average of 5.61%, showing a 
decline in capitalization rates for investment grade properties.  
The appraisal at page 70 also reported comparable sale 
capitalization rates ranging between 7.10% to 11.58%.  O'Dwyer 
testified that those were capitalization rates he developed but 
did not publish in the appraisal.  He testified that the data was 
from the CoStar sheets and were probably for the three sales used 
in the appraisal.  The witness testified that the capitalization 
rates might have been developed using the CoStar reports or they 
might have used CoStar and then developed a capitalization rate 
using other sources.  O'Dwyer further testified that it was not 
common for other appraisers to develop a band of investment 
technique and that he never uses the band of investment 
technique.  He did not believe that the band of investment 
technique would be an indication of what a capitalization rate 
ought to be.  The witness also testified he does not have any 
market derived capitalization rates in the capitalization rate 
analysis.   
 
O'Dwyer was shown Appellant's Exhibit D, which included a CoStar 
report for improved sale #2 and the PTAX-203, Illinois Real 
Estate Transfer Declaration associated with improved sale #2.  
The taxpayer objected to the exhibit.  The Property Tax Appeal 
Board overrules the objection finding the document was being 
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offered for impeachment purposes.  O'Dwyer reported this property 
as having sold for a price of $5,000,000, which was reported on 
the transfer declaration, however, the CoStar sheet reported a 
sales price of $4,450,000.  CoStar reported a capitalization rate 
for this property of 7.3%.  With respect to the location of 
comparable sale #3, O'Dwyer agreed there are a lot of mobile 
homes in Park City.  He also agreed that 60 of the 320 units at 
this comparable had tax credits and the property was to be 
rehabilitated.  The witness thought that they wanted to increase 
the number of two-bedroom units at this property.  He agreed that 
the units at the subject property were about 250% larger than the 
units at comparable sale #3. 
 
The owner requested that the fair market value of the subject 
property should not exceed $11,500,000 as established by the 
board of review. 
 

Conclusion of Law 
 
The issue before the Property Tax Appeal Board is determining the 
market value or fair cash value of the subject property as of 
January 1, 2013.  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 do so.  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 appellant, Grant Township/Kay Starostovic, and the Fox Lake 
Fire Protection District, intervenor, contend the subject 
property had a market value $14,000,000 as of January 1, 2013 
based on the opinion of value developed by real estate appraiser 
Eric W. Dost.  The owner/taxpayer, Timber Oaks Acquisition, LLC, 
argued the subject property had a market value of $11,750,000 as 
of January 1, 2013, based on the opinion of value developed by 
real estate appraiser John O'Dwyer.  The Lake County Board of 
Review had established a total assessment for the subject 
property of $3,832,950, which reflects a market value of 
$11,531,137 when using the 2013 three year average median level 
of assessment for Lake County of 33.24% as determined by the 
Illinois Department of Revenue.  The board of review presented no 
evidence in support of the assessment.  Both appraisers offered 
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opinions of value that were greater than the market value 
reflected by the subject's assessment.   
 
Initially, the Board finds the record disclosed the subject 
property was the subject matter of a sale in April 2012 for a net 
consideration of $18,621,687.  However, the subject sold with 
another property and the price was allocated in some fashion. 
Furthermore, the record indicated that a mortgage was assumed, 
which may have had an impact on the purchase price.  Finally, 
neither appraiser found or asserted that the purchase price was 
indicative of fair cash value as of January 1, 2013.  As a result 
the Board gives little weight to the sale in determining the 
correct assessment for the subject property as of the assessment 
date at issue. 
 
Of the two appraisers only O'Dwyer developed the cost approach to 
value.  However, O'Dwyer testified this approach was given almost 
no weight.  The Board also finds the cost approach to value 
contained in the appraisal had no discussion with respect to the 
development of the various estimates of depreciation and 
obsolescence by O'Dwyer, which undermines the conclusion of value 
under the cost approach.  With respect to the land value used by 
the appraiser in the cost approach, it was brought out that two 
of the land sales used by O'Dwyer were the results of bank 
foreclosures and sold for prices of $.15 and $.81 per square foot 
of land area.  The remaining land sale used by O'Dwyer had sold 
for a price of $4.61 per square foot of land area.  The record 
also contained five land sales identified by Dost, which included 
the one non-bank foreclosure land sale presented by O'Dwyer.  The 
land sales provided by Dost had unit prices ranging from $1.18 to 
$4.98 per square foot of land area.  Considering these land 
sales, the Board finds that O'Dwyer's estimate of land value of 
$2.00 per square foot of land area is too low and that Dost's 
estimate of land value of $3.00 per square foot of land area is 
better supported.  In conclusion the Board gives little weight to 
the cost approach to value developed by O'Dwyer. 
 
Both Dost and O'Dwyer developed the sales comparison approach to 
value with Dost, using five comparable sales, arriving at an 
estimated value of $60,000 per unit and O'Dwyer, using three 
comparable sales, arriving at an estimated value of $50,000 per 
unit.  The two appraisers had a common comparable sale located in 
Antioch that sold in June 2013 for a price of $6,002,000 or 
$62,521 per unit.  The Board finds that the two remaining 
comparables used by O'Dwyer sold in February 2011 and March 2011, 
not as proximate in time to the assessment date at issue as the 
comparable sales used by Dost.  Furthermore, comparable sale #3 
used by O'Dwyer was not particularly similar in unit size, was 
primarily improved with one-bedroom units and was also the 
subject of tax credits.  As a result the Board finds these sales 
are to be given little weight.  With respect to Dost's improved 
sale #1, this was the property that sold concurrently with the 
subject property in April 2012.  As noted the price for the 
subject and this property were allocated and both appeared to 
involve a mortgage assumption impacting the price.  The Board 
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gives this sale less weight.  Dost's comparable sale #5 was 
described as being superior to the subject property in 
age/condition, location and economic characteristics.  This 
property sold for a unit price of $127,679 per unit, which 
appears to be an outlier as compared to the other sales in the 
record, therefore, less weight was given this sale.  The Board 
finds the best sales in the record include Dost's comparable 
sales #2, #3 and #4, which includes O'Dwyer's sale #1.  The Board 
finds that O'Dwyer stated in his appraisal review that he 
verified Dost comparable sale #3 and concluded that this sale 
appears to be a relevant data point for the valuation of the 
subject property.  These three comparables sold for prices 
ranging from $47,222 to $62,521 per unit.  Based on these sales 
and considering the testimony of witnesses, the Board finds that 
Dost's conclusion of value of $60,000 per unit or $14,100,000 
under the sales comparison approach is better supported. 
 
Both appraisers developed the income approach to value and were 
in near agreement as to the subject's EGI with Dost arriving at 
an EGI of $2,410,299 and O'Dwyer arriving at an EGI of 
$2,416,169.  The appraisers differed in operating expenses with 
Dost arriving at total expenses of $824,309 while O'Dwyer arrived 
at operating expenses of $960,332.  The Board finds that Dost's 
estimate of expenses was better supported with reference to the 
subject's historical expenses, surveys and, importantly, expense 
comparables that he identified and included in the report.  
Therefore, the Board finds that Dost's estimate of net operating 
income of $1,585,990 is better supported. 
 
The last step under the income approach was to estimate the 
capitalization rate to be applied to the subject's net income.  
Dost arrived at a capitalization rate of 7.5% using an investor 
survey, the band of investment technique and an analysis of the 
capitalization rates reported for the comparable sales.  O'Dwyer 
estimated a capitalization rate of 8.5% using an investor survey 
for investor grade properties to develop a floor and looked at 
the net operating income that they were provided and used the 
assessor's market value to develop a ceiling.  The Board finds 
that the methods used by Dost better comport with appraisal 
theory.  The Board also finds that Dost's estimated 
capitalization rate is somewhat supported by CoStar's reported 
capitalization rate for O'Dwyer's sale #2 of 7.30%.  The record 
also disclosed that both appraisers were in agreement that the 
tax load factor to be added to the capitalization rate was 
3.8879%.  Based on this record the Board finds that Dost's loaded 
capitalization rate of 11.388% is better supported, which when 
used to capitalize Dost's estimate of net income results in an 
estimated market value under the income approach of $13,900,000.  
In conclusion the Board finds that Dost's estimate of market 
value under the income approach is better supported. 
 
After considering the evidence and testimony presented, the Board 
finds the opinion of value offered by Dost is the most credible 
in this record and finds the subject property had a market value 
of $14,000,000 as of January 1, 2013.  Since market value has 
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been determined the 2013 three year average median level of 
assessments for Lake County of 33.24% as determined by the 
Illinois Department of Revenue shall apply.  
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IMPORTANT NOTICE 

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

 

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. 

 

 

 

  

 Chairman   

 

 

 

  

Member  Member   

 

 

 

  

Member  Acting Member   

 

    

Acting Member     

DISSENTING: 
 

  
  

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper 
of the Records thereof, I do hereby certify that the foregoing is a 
true, full and complete Final Administrative Decision of the 
Illinois Property Tax Appeal Board issued this date in the above 
entitled appeal, now of record in this said office. 
 

 

Date: January 22, 2016   

 

 

   

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



 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/smw/5-10   

 
 

APPELLANT: Nalco Chemical 
DOCKET NO.: 05-01461.001-C-3 & 06-01383.001-C-3 
PARCEL NO.: 07-03-304-021   
 
 

 
The parties of record before the Property Tax Appeal Board are 
Nalco Chemical, the appellant, by attorneys Gregory J. Lafakis 
and Ellen Berkshire of Verros, Lafakis & Berkshire, P.C., 
Chicago, Illinois; the DuPage County Board of Review; and Indian 
Prairie Community Unit School Dist. No. 204, intervenor, by 
attorneys Stuart L. Whitt and Joshua S. Whitt of Whitt Law, LLC, 
Aurora, Illinois. 
 
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 DuPage County Board of Review is 
warranted.  The correct assessed valuation of the property is: 
 
 

DOCKET NO PARCEL NUMBER LAND IMPRVMT TOTAL 
05-01461.001-C-3 07-03-304-021 6,420,920 10,562,080 $16,983,000 
06-01383.001-C-3 07-03-304-021 6,587,860 10,836,698 $17,424,558 

 
 
Subject only to the State multiplier as applicable. 
 

 
ANALYSIS 

 
The subject property consists of a 63.99 acre site improved with 
a single-tenant office research facility with a gross building 
area of 707,333 square feet.  The multi-building complex was 
constructed in stages from 1976 through 1995.  The property is 
located in Naperville, Naperville Township, DuPage County. 
 
The 2005 and 2006 appeals were consolidated. 
 
The first witness called by the appellant was Michael Kelly.  
Kelly is president of Real Estate Analysis Corporation (REAC) 
which is in the business of appraising industrial, commercial and 
residential properties in Illinois and around the country.  Kelly 
has been with REAC for 31 years and has been a real estate 
appraiser for 34 years.  Kelly is a Certified General Real Estate 
Appraiser licensed in Illinois and is also licensed in Indiana 
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and Michigan.  The appraiser also has the Member of the Appraisal 
Institute (MAI) designation and the Member of the Society of Real 
Estate Appraisers (SRPA) designation.  Kelly also worked in the 
Cook County Assessment Office for approximately 3 years.  He has 
appraised in excess of 50 corporate headquarters including 
headquarter properties in the subject's area. 
 
Kelly performed an interior and exterior inspection of the 
subject property in January 2006 and again on April 24, 2009.  
Kelly identified Appellant's Exhibit No. 1 as the appraisal he 
prepared of the subject property.  The purpose of the appraisal 
was to estimate the market value of the subject property as of 
January 1, 2005.   
 
He testified the subject property is the Nalco Chemical 
Headquarters, which he described as a large, single tenant 
corporate office headquarters with about 15% lab space.  Property 
rights appraised were the unencumbered fee simple interest.   
 
Kelly testified that a building as large as the subject would be 
considered part of the regional and national market.  He 
testified this market peaked in about 2000-2001 and since that 
time vacancy rates have increased to about 22% to 23% percent in 
the East-West corridor where the subject is located.  He also 
testified there has been a slight decrease in the average rental 
rate offered during the same time period.  Kelly testified the 
subject's location is an office market that is suitable for a 
building of its type.  The appraiser testified the vacancy rate 
in the East-West corridor in 2005 was approximately 24%. 
 
Kelly's estimate of the site size of approximately 2,787,000 
square feet was based on county records and a survey.  In 
describing the buildings, the appraiser explained there is 
approximately 707,000 square feet of gross floor area located in 
seven different buildings.  The Corporate Center is a five-story 
building with 417,500 square feet built in 1985.  This building 
has a 450-seat cafeteria with a full kitchen, exercise room, 
computer center, media studio, training center, garage parking 
and five loading docks.  The Research Center is a three story 
building constructed in 1976 with 178,000 square feet.  This 
building has 65,447 square feet of laboratory and research area 
and 112,553 square feet of office space.  Kelly's appraisal 
indicated the lab area has 5,428 square feet of mezzanine that 
was not included in the building area.  The Resource Center is a 
57,000 square foot one-story building constructed in 1976 that 
has a lower level.  The Power Plant houses cogeneration equipment 
that provides electricity for the entire complex.  The Power 
Plant contains HVAC equipment and serves as the location where 
utilities enter the site and are distributed to the complex.  The 
Power Plant was originally built in 1976 with 20,886 square feet 
and received a 10,332 square foot addition in 1986.  The Day Care 
facility is a one-story building that was constructed in 1995 and 
has 8,333 square feet.  The subject also has a Utility Tunnel 
that distributes heating, cooling, electricity, water and sewer 
from the Power Plant to the remaining buildings.   
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In summary, on page 46 of Appellant's Exhibit No. 1, Kelly 
described the subject as having a weighted average age of 23 
years.  Kelly testified the building ages ranged from 20 to 29 
years old and the weighted age was rounded to 23 years old.  The 
buildings were of 4" to 5" reinforced concrete with steel 
framing.  The campus is 100% protected by wet and dry sprinkler 
systems.  There are 16 elevators throughout the facility.  There 
is parking for 1,200 vehicles with 38 additional parking spaces 
on the lower level of building 3 of the Corporate Center.  Site 
improvements included paved parking, driveways, sidewalks, a 
jogging path, a pond and landscaping.  
 
Kelly testified he estimated the subject's net rentable area 
using an efficiency ratio of 85% based on taking out deductions 
for non-rentable areas such as utility tunnels, mechanical areas 
and basement area with both parking and mechanical areas.  Kelly 
testified that typically multi-tenant buildings, especially those 
built in the last five years, have efficiency ratios of 90% and 
sometimes as high as 95%.  He primarily considered the efficiency 
ratio in the income approach to value because the rentals he used 
are expressed in terms of net rentable area and the expense data 
used from the Building Owners and Managers Association (BOMA) is 
also expressed in net rentable area.  Kelly used gross area in 
the cost and sales comparison approaches to value. 
 
He also considered the improvements to be in average condition 
with no items of deferred maintenance identified.  The zoning of 
the property was I, Industrial, which allows office, research, 
development and laboratory uses of the subject property. 
 
Kelly was of the opinion the highest and best use of the subject, 
as improved, was for a single tenant use.  In determining the 
highest and best use of the subject the appraiser juxtaposed the 
current use as a single tenant with that of a multi-tenant.  
(Appellant's Exhibit No. 1, pages 50 -- 52.)   
 
Kelly testified that he researched the sales history of the 
subject property, which was found at pages 6 through 11 of his 
appraisal.  (Appellant's Exhibit No. 1, pages 6 -- 11.)  The 
appraisal indicated the subject property was transferred in a 
sale-leaseback transaction in December 2002 for a price of 
$145,000,000.  Kelly testified this is typically described as a 
leased fee sale based on a sale-leaseback where the owner agrees 
to a contract rent for a long period of time, in this case, 25 
years. The transaction included the subject building complex with 
707,33e square feet of building area and 61.47 acres.  The sale 
price equates to approximately $205.00 per square foot of 
building area, land included.  The seller was Onedo Nalco Company 
and the buyer was Wachovia Bank of Delaware, as Owner Trustee.  
The appraisal recited a lease term of 25 years to run from 
December 20, 2002 through December 20, 2027.  The lessor was 
stated to be The Owner Trustee, the lessee was Nalco Company and 
the guarantor was Suez, the corporate parent of Nalco Company.  
The rent schedule recited in the appraisal was as follows: 
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Calendar Year   Cash Rent     Cash Rent Per Sq. Ft.* 
2003      $8,192,800.39   $11.58 
2004-2009     $8,953,688.56   $12.66 
2010     $17,132,153.31   $24.22 
2011     $35,096,516.72   $49.62 
2012-2022    $12,682,622.42   $17.93 
2023     $10,568,852.02   $14.94 
2024-2027    $0      $0.00 
 
*Triple net basis 
 
Kelly testified that the effective net rent for the subject under 
this transaction was $18.70 per square foot on a net rentable 
basis or $27.00 per square foot on a gross basis.  Kelly 
concluded the transaction was a leveraged lease transaction in 
which the sale was based on the leaseback of the property on a 
long term basis with a guarantee by the superior credit of the 
seller's parent company.  He further noted in his report that 
since the seller retains use of the property and many benefits of 
ownership on a long term basis, the sale price is more reflective 
of a value-in-use price rather than a value-in-exchange value.  
Kelly concluded the sale transaction does not reflect a market 
value transaction because the price does not represent the normal 
consideration unaffected by special or creative financing.  
(Appellant's Exhibit No. 1, page 11.)  Kelly testified minimal 
weight was given the transaction because it reflects a leased fee 
value based on contract rent that is significantly above market 
rent as well as 100 percent occupancy and a below market 
capitalization rate of 5.5%. 
 
Kelly further testified that the transfer declaration indicated 
the property was not exposed on the open market when it sold, 
which is typical for these types of deals because they are 
essentially financing transactions. 
 
Kelly estimated the exposure time for the property would be two 
to three years, which was due to the large size of the subject 
property and its marketability to a limited number of users on a 
nationwide basis. 
 
In estimating the market value of the subject property Kelly 
developed the cost approach, income approach and sales comparison 
approaches to value.  The first approach developed by Kelly was 
the cost approach with the initial step of estimating the site 
value using six comparable land sales.  The six land comparables 
were located in Aurora and Naperville.  The comparables ranged in 
size from 523,635 to 4,523,558 square feet of land area.  The 
properties sold from October 1999 to July 2003 for prices ranging 
from $3,640,000 to $15,561,500 or from $2.75 to $8.75 per square 
foot of land area.  Based on these sales the appraiser estimated 
the subject site had a value of $6.00 per square foot of land 
area or $16,725,000, rounded.   
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The next step under the cost approach was to estimate the 
replacement cost new of the improvements using national cost 
manuals.  The appraiser developed a replacement cost new for each 
of the identified buildings located on the subject campus.  The 
appraiser estimated the unit costs ranged from $45.00 per square 
foot for the Utility Tunnel to $145.00 per square foot for the 
Research Center.  The total building replacement cost new was 
estimated to be $81,692,460 or $115.49 per square foot of total 
building area.  The appraiser then added $6,000,000 for the 
replacement cost of the site improvements resulting in a total 
replacement cost new of $87,690,000, rounded, or $123.97 per 
square foot of building area.  Kelly testified this cost new 
estimate included the normal soft costs such as overhead, profit 
for general contractor, architect fees and the like.  Excluded 
from the cost new estimate was entrepreneurial profit due to the 
fact that none of the sales in the report indicate that there is 
a premium being paid.  He further testified that his market 
derived depreciation indicated significant depreciation from the 
cost new, which indicates there is no entrepreneurial profit 
being paid.   
 
In estimating depreciation the appraiser estimated physical 
depreciation using the age-life method.  He estimated the subject 
had a weighted physical age of 23 years and a physical life of 60 
years resulting in physical deterioration of 38.3% or 
$33,585,270.  Deducting physical deterioration from the 
replacement cost new resulted in a physically depreciated value 
of the improvements of $54,104,730. 
 
The appraiser also estimated or abstracted depreciation from all 
causes using the sales contained in the sales comparison approach 
to value in his report with the exception of comparable sale #12 
since a land value was not available for that comparable.  
According to Kelly's calculations, the comparable sales had 
accrued depreciation ranging from 59.6% to 96.8% and annual rates 
of depreciation ranging from 2.1% to 8.0%.  Kelly segregated the 
sales by building type such as: Local Single-Tenant Office Sales, 
National Single-Tenant Office Sales, and Research, Development, & 
Lab Buildings.  Kelly then estimated functional/economic 
obsolescence by deducting from the estimated total deprecation an 
amount attributed to physical depreciation from each comparable 
sale calculated using the age-life method.  Functional and 
economic depreciation for the comparable sales ranged from 14.7% 
to 75.9%.  Kelly indicated that if the two extremes were 
eliminated the sales indicate functional and economic 
depreciation ranging from 23.2% to 56.8%.  He further stated in 
the report that two sales within 100,000 square feet of the 
subject had functional and economic depreciation ranging from 
37.0% to 43.6%.  Kelly further estimated functional and economic 
depreciation based on deficient income or when property does not 
produce sufficient income to generate an acceptable rate of 
return.  He stated that under the income capitalization approach 
to value the necessary rate of return for the subject property is 
11.2%.  To calculate the functional and economic obsolescence 
Kelly added the estimated land value and the physically 
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depreciated value of the building to arrive at a total physically 
depreciated value of $70,829,730.  Kelly then used the market 
required rate of return to calculate a market required net income 
before taxes of $7,932,930.  The subject's stabilized net income 
under the income approach was estimated to be $4,920,000, which 
he deducted from the market required net income to arrive at a 
deficient income of $3,012,930.  Capitalizing the deficient net 
income by 11.2% resulted in a total functional and economic 
obsolescence estimate of $26,901,161, which equates to 30.7% of 
the replacement cost new.  Based on these two methods, Kelly 
estimated the subject suffered from 35% functional and economic 
obsolescence.  Adding physical depreciation resulted in total 
depreciation from all causes of 73.3%, which equates to an 
average annual rate of deprecation of 3.19% using the subject's 
weighted age.  Total depreciation was estimated to be 
$64,276,770.  Deducting total depreciation from the cost new and 
adding the estimated land value resulted in an estimated value 
under the cost approach of $40,140,000, rounded.  
 
The next approach to value developed by Kelly was the income 
approach.  Kelly testified he utilized gross rent per square foot 
of net rentable area to estimate the rental income attributable 
to the subject property.  Kelly indicated in the appraisal that 
market rent for the subject property will be based on analyzing 
leases from comparable Class A & B office buildings.  
(Appellant's Exhibit No. 1, page 85.)  In the appraisal Kelly 
explained that a "gross lease" is a lease where the landlord 
receives a stipulated rent from the tenant and is obligated to 
pay operating expenses and real estate taxes.  Kelly explained in 
the appraisal that all the leases from the subject and from the 
comparable office buildings were analyzed on a gross basis.  He 
stated that leases which are net leases will be grossed up with 
the appropriate real estate tax and operating expenses pass-
through to indicate the total gross rent that a tenant is paying.  
He stated in the appraisal, however, since the purpose of the 
appraisal is to estimate the market value of the fee simple 
estate, the real estate taxes will not be expensed but rather an 
effective tax rate will be used to estimate the appropriate legal 
liability for real estate taxes.  (Appellant's Exhibit No. 1, 
page 86.)  Kelly explained in the appraisal that the leases for 
the subject property and the comparable leases have been adjusted 
for excess tenant improvement allowance if the tenant improvement 
allowance for the space exceeded $25.00 per square foot.  
(Appellant's Exhibit No. 1, page 92.)  Kelly also stated in the 
narrative that larger office tenants (20,000 square feet or 
greater) are given rental rates significantly lower than the 
rates for smaller tenants (less than 20,000 square feet) in the 
building.  He explained that anchor tenants generally receive 
considerable rental discounts.  (Appellant's Exhibit No. 1, page 
94.)  Kelly further stated in the appraisal that the office 
market in the Chicago suburbs peaked in late 2000/early 2001.  
Since that time, rental rates have declined and vacancy rates 
have increased.  He further stated in the appraisal that 
landlords with significant space have been forced to provide rent 
abatements, excess tenant improvement allowance, and/or reduced 
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base rent.  (Appellant's Exhibit No. 1, page 97.)  Kelly's 
appraisal contained six examples of office leases that showed a 
downward trend in effective gross rent from 2001 to 2003 or 2004.  
(Appellant's Exhibit No. 1, pages 97-103.)  
 
In estimating the market rent, Kelly utilized 10 office 
comparable rentals that were located in Itasca, Downers Grove, 
Schaumburg, Naperville and Lisle.  The comparables ranged in size 
from 1,785 to 363,034 square feet of lease area.  The ages of the 
buildings ranged from 3 to 19 years old.  The leases commenced 
from April 2004 to March 2006.  These comparables had gross rents 
ranging from $18.07 to $24.20 per square foot.  Using an 
efficiency ratio of 85%, Kelly estimated the subject had a net 
rentable area of 601,223 square feet.  As a further breakdowns, 
rentals #1 through #3 were of single tenant buildings that ranged 
in size from 240,725 to 363,492 square feet and in age from 3 to 
15 years old.  Their rental rates ranged from $18.07 to $22.13 
per square foot.  The remaining rental comparables are 
considerably smaller than the subject ranging in size from 1,785 
to 19,452 square feet.  Based on these rental comparables Kelly 
estimated the subject had a gross rental rate of $19.00 per 
square foot.  He estimated the subject had a gross income of 
$11,423,427.  Kelly estimated the subject's vacancy rate using 
the Studley Report and Space Data 4th Quarter 2004 and 1st Quarter 
2005 and the CoStar Aggregate Vacancy Report 2nd Quarter 2004.  
Considering this data Kelly estimated the subject should have an 
allowance for vacancy and collection loss of 22.0% resulting in 
an effective gross income of $8,910,000, rounded.  Kelly was of 
the opinion, based on these studies that there is an oversupply 
of office space in this market. 
 
In estimating expenses Kelly made use of the 2005 edition of the 
Building Owners and Managers Association (BOMA) publication and 
his familiarity with the operating expenses of comparable office 
types of property.  Kelly stated within the report that maximum 
emphasis was placed on the BOMA survey in the determination of 
the stabilized operating expenses applicable to the subject 
property.  (Appellant's Exhibit No. 1, page 111.)  The following 
expenses were deducted: cleaning at $.95 per square foot or 
$570,000; repairs and maintenance at $1.15 per square foot or 
$690,000; utilities at $.95 per square foot or $570,000; roads, 
grounds and security at $.70 per square foot or $420,000; 
administrative/management at $1.20 per square foot or $720,000; 
leasing expenses at $1.50 per square foot or $900,000; and 
insurance of $.20 per square foot or $120,000.  Deducting these 
expenses resulted in a stabilized net income of $4,920,000.   
 
In estimating the capitalization rate the appraiser used the 
comparable sales from the sales comparison approach to arrive at 
overall rates ranging from 9.7% to 16.4%.  Using the band of 
investment technique the appraiser estimated a capitalization 
rate of 9.6%.  The appraiser also used the Korpacz Investor 
Survey for the Chicago Office Market, which indicated overall 
capitalization rates ranging from 6.0% to 11.0% with an average 
of 8.4% at year-end 2004.  The report indicated that the Korpacz 
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rates need to be adjusted to add a reserve for replacements, 
which results in an adjusted overall rate ranging from 8.65% to 
8.90%.  Considering these three methods Kelly estimated the 
subject had an overall capitalization rate of 9.0% to which he 
added an effective tax rate of 2.2% to arrive at a total 
capitalization rate of 11.2%.  Capitalizing the net income 
resulted in an estimated market value under the income approach 
of $43,930,000. 
 
The final approach to value developed by Kelly was the sales 
comparison approach.  In developing the sales comparison 
approach, Kelly utilized 14 comparable sales.  Kelly identified 
comparables #1 through #6 as local single-tenant office 
buildings.  These comparables were located in the Illinois 
communities of Lake Zurich, Naperville, Skokie, Westmont, 
Elmhurst and Lombard.  These properties were improved with multi-
story office buildings that ranged in size from 113,369 to 
1,176,158 square feet of gross building area.  The comparable 
buildings ranged in age or had weighted ages ranging from 12 to 
36 years old.  These sales occurred from October 2000 to March 
2005 for prices ranging from $5,650,000 to $30,500,000 or from 
$25.93 to $53.68 per square foot of gross building area, land 
included.  Kelly also identified comparables #7 through #14 as 
national single-tenant office building sites.  These comparables 
were located in Plano, Texas; Minneapolis, Minnesota; Geneva, 
Illinois; Princeton, New Jersey; Warrensville Heights, Ohio; 
Rochester, Michigan; and Skokie, Illinois.  Kelly indicated the 
comparables ranged in size from 54,957 to 1,081,361 and had 
office space ranging from 25% to 100% of gross building area.  
The comparables ranged in age or had weighted ages ranging from 
12 to 35 years old.  The sales occurred from July 1997 to March 
2005 for prices ranging from $2,400,000 to $45,000,000.  Kelly 
adjusted the price for sale #7 for personal property; Kelly 
adjusted the prices for sales #9, #10, #11 and #13 for excess 
land; and Kelly adjusted the price for comparable #14 for the 
added cost to raze four buildings.  The adjusted prices ranged 
from $1,037,730 to $44,500,000 or from $18.88 to $59.65 per 
square foot of building area.  Comparables #1, #3, #7, #8, #9, 
#11, #12, and #14 were multi-building complexes having from 2 to 
21 buildings.  Additionally, portions of comparable sales #1, #4 
and #8 were leased by the seller following their respective 
sales.  Kelly considered adjustments to the comparables for date 
of sale (time), location, building size, building age, number of 
stories, condition, quality of construction, land to building 
ratio, percent of office space and type of lab space, and single 
tenant versus multi-tenant design. 
 
Kelly testified that the sales were essentially single tenant 
buildings.  He testified that it was important to note that the 
single tenant design is an important consideration in determining 
what properties are comparable for this type of property.  He 
testified that multi-tenant buildings are a totally different 
type of market and will sell at higher values per square foot and 
will typically have a lower capitalization rate because of the 
ability to diversify some of the risk by having a number of 
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tenants rather than one.  Kelly explained that he used plus and 
minus qualitative adjustments for the comparables due to 
insufficient data that would allow for the use of percentage 
adjustments.  Kelly further testified that the sales were 
verified using information such as the transfer declaration, 
deed, sales contract and through one of the parties whether it be 
the broker for the seller or the buyer. 
 
In the appraisal narrative Kelly also explained that three 
listings were also considered that were single tenant office 
buildings located in Naperville that were formerly occupied by 
Lucent Technologies, Inc.  The buildings ranged in size from 
223,000 to 344,000 and had asking prices ranging from $45.00 to 
$115.00 per square foot.  Listing number #2 was the same as 
Kelly's sale #2.  This property had an asking price of $67.00 per 
square foot but actually sold for $36.22 per square foot of gross 
building area.  (Appellant's Exhibit No. 1, page 203.)  He also 
testified that listing #1 sold after the date of value in 
September 2005 for approximately $43.00 per square foot.  The 
property had an asking price of $45.00 per square foot.  He 
further testified that comparable #2 resold in 2006 for a price 
of $140 or $150 per square foot after the developer had done a 
significant rehabilitation on the building for Office Max.  After 
Office Max had signed the lease the property was sold as a sale-
leaseback.  He adjusted the price to a fee simple basis of $105 
per square foot.  Kelly testified the third listing sold in 
September 2005 for a price of approximately $53.00 per square 
foot.  This property had been listed for a price of $115 per 
square foot. 
 
After considering these sales, Kelly estimated the subject 
property had a market value of $55.00 per square foot of gross 
building area, land included, for a total indicated value under 
the sales comparison approach of $38,900,000.  
 
In reconciling the three approaches to value, Kelly gave minimal 
consideration to the cost approach, moderate consideration to the 
income capitalization approach and substantial consideration to 
the sales comparison approach.  In conclusion Kelly estimated the 
subject property had a market value of $41,000,000 as of January 
1, 2005. 
 
Kelly testified that he was not aware of any significant physical 
changes to the property from January 1, 2005 to January 1, 2006.  
He further testified that he was not aware of any significant 
changes in the market for similar types of property from January 
1, 2005 to January 1, 2006.  He also testified there would not be 
a significant difference between the market value estimate for 
the subject property as of January 1, 2005 and January 1, 2006. 
 
Under cross-examination Kelly explained that the difference in 
reduction of the sale-leaseback for the subject as compared to 
the Office Max property was due to size of the subject building, 
the age of the subject building compared to the effective age of 
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the Office Max property after rehabilitation, and the differences 
in contract rent versus the market rent of the two properties. 
 
Kelly also agreed that land sale #6, with 523,635 square feet, is 
located across the I-88 tollway from the subject and sold for 
$8.75 per square foot of land area.  Kelly testified that he 
received some of the documents associated with the subject's 
sale-leaseback including those related to the sales contract and 
a summary of the lease terms.  Kelly reviewed Intervenor's 
Exhibit No. 1, beginning on page 70, which was a letter dated 
February 3, 2003, from Robert C. Herman, Senior Manager, Deloitte 
& Touche, discussing the sale-leaseback of the subject property.  
Kelly agreed that the analysis provided in his appraisal matched 
the Deloitte & Touche letter word for word.  Kelly testified the 
Deloitte & Touche letter was his work product. 
 
Kelly was questioned about the date and location of the land 
sales.  He agreed that five of the sales occurred four to six 
years prior to the effective date of the appraisal.  He also 
agreed that land sale #6 is very comparable in location.  He 
further testified that in estimating the replacement cost new of 
the improvements he primarily used the Means Cost Service and 
used the Marshall Valuation Service for some indication of what 
the cost of the 70,000 square feet of lab space would be.   
 
In calculating the depreciation from the market using the 
comparables sales, Kelly agreed that the sales prices were from 
real estate transfer declarations, deeds or talking to a broker.  
The land value is estimated based on the sales they have in the 
area.  For sales out of Illinois he would have to talk to a 
broker to get an estimate of value.  Kelly explained that with 
reference to comparable sale #14 located in Skokie, the building 
area of 746,000 was what was left after the buyer demolished 
264,000 square feet immediately after the sale.  He did not see 
any reason to dilute the unit price by using a million square 
feet.  He agreed that the explanation of the sale in the report 
could have been clearer.   
 
Kelly agreed that with respect to comparable #1, Kemper, the 
seller's affiliate, was vacating the property.  Kelly agreed that 
sale #2 was vacant at the time of sale.  Kelly agreed that sale 
#3 was vacant at the time of sale.  This property was being 
converted to multi-tenant use.  Kelly agreed that with respect to 
sale #4, the seller remained there one year while the property 
was being redeveloped.  Sale #4 was being converted to a multi-
tenant occupancy after the sale.  Kelly agreed that Keebler 
Company was using sale #5 and they vacated the property.  Kelly 
indicated that sale #6 was vacant at the time of sale and the 
buyer converted it to multi-tenant use.  Kelly testified that he 
had physically inspected sale #7 located in Plano, Texas.  With 
respect to sale #8 located in Minneapolis, Minnesota, the seller 
Honeywell was vacating the property but keeping a small amount of 
space for a short period.  Kelly explained that comparable sale 
#9 located in Batavia, Illinois, was not in totally comparable to 
the subject; it was used to be comparable to the lab space at the 
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subject property.  Waste Management had vacated this property 
prior to the sale.  Kelly agreed that comparable sale #10 was 
primarily lab space that had been vacated by Waste Management.  
Kelly had been in comparable sale #10 to conduct an appraisal.  
With respect to comparable sale #11, Mobil Technical Center 
located in Princeton, New Jersey, Kelly agreed this property was 
being vacated by Mobil and vacant at the time of sale.  Kelly had 
not physically examined this sale.  With respect to comparable 
sale #12, BP Amoco located in Warrensville Heights, Ohio, Kelly 
agreed this property was vacant at the time of sale.  Kelly had 
not physically examined this sale.  With respect to comparable 
#13, Baxter Healthcare located in Rochester, Michigan, Kelly 
agreed this property was vacant at the time of sale.  Kelly 
agreed this sale was being used by a single tenant.  Kelly stated 
that most of the sales were converted to multi-tenant users after 
the sales.  Sale #14 had been vacated by Pfizer.  The purchaser 
then demolished four buildings and then converted the property to 
multi-tenant use.   
 
Kelly testified that vacancy rates have been 24% for four years.  
Kelly testified he inspected the subject property on January 11, 
2006 and the appraisal is dated January 16, 2006.  He testified 
he had appraised the subject property before, so there was an 
earlier inspection three years before from another MAI in his 
office. 
 
Under redirect Kelly testified he has appraised the subject 
property two times.  Kelly agreed that a sale of a property that 
is vacant, rather than occupied by lessees or tenants, is more 
akin to a fee simple interest.  With respect to the language in 
the Herman letter, Kelly testified Herman left the employment of 
Real Estate Analysis Corporation (REAC) in 2000 to 2001.  The 
language concerning sales-leaseback was from the Smith Barney 
people that put together the transaction, which is the first half 
of the analysis.  Kelly testified that the second half, where 
they talk about how a sale-leaseback does not represent market 
value used by Herman is standard boilerplate that has been used 
in Kelly's office for 10 to 15 years.   
 
Under re-cross examination, Kelly testified the analysis of the 
sale of the subject is the same in the 2005 report as in the 2003 
report.   
 
The board of review submitted its "Board of Review Notes on 
Appeal" for each of the years under appeal.  For 2005 the subject 
property was reported to have a total assessment of $22,838,850 
reflecting a market value of approximately $68,585,135 or $96.96 
per square foot of gross building area, land included, using the 
2005 three year median level of assessments for DuPage County of 
33.30%.  For 2006 the assessment of the subject was increased by 
the application of a township equalization factor of 1.026 
resulting in a total assessment of $23,432,660 reflecting a 
market value of approximately $70,559,048 or $99.75 per square 
foot of gross building area, land included, using the 2006 three 
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year median level of assessments for DuPage County of 33.21%.  
The board of review called no witnesses.   
 
The intervening school district called as its witness Mark 
Pomykacz.  Pomykacz is a real estate appraiser and a managing 
partner of Federal Appraisal and Consulting of Whitehouse 
Station, New Jersey.  Pomykacz has the MAI designation and is a 
State Certified Real Estate General Appraiser in the states of: 
New Jersey, New York, Maryland, Connecticut, Michigan, 
Massachusetts, California and Illinois.  He testified that he has 
analyzed about two-dozen sale-leaseback transactions.  Pomykacz 
conducted an appraisal review of the report prepared by REAC of 
the subject property identified as Appellant's Exhibit No. 1.  
Intervenor's Exhibit No. 1 was marked as the appraisal review of 
the REAC report.  
 
The purpose of the appraisal review was to determine the 
credibility and reliability of the REAC appraisal report and 
report his findings.  Pomykacz concluded the appraisal was not 
reliable, the value conclusion was not credible and the appraisal 
value conclusions were substantially understated. 
 
The witness agreed that page 13 of his report, stating the 
definition of market value, had five conditions that one must 
consider, those being: 
 

1.  Buyer and seller are typically motivated;  
2.  Both parties are well informed or well advised, and 
acting in what they consider their best interests;  
3.  A reasonable time is allowed for exposure in the 
open market; 
4.  Payment is made in terms of cash in U.S. dollars or 
in terms of financial arrangements comparable thereto;  
5. The price represents the normal consideration for 
the property sold unaffected by special or creative 
financing or sales concessions granted by anyone 
associated with the sale. 

 
Pomykacz testified the first deficiency in the REAC appraisal was 
the bare minimum land description.  He was of the opinion this 
was a special purpose property, an unusual property and more data 
should have been provided. 
 
The witness testified he has not made a personal inspection of 
the property but has driven past the property on several 
occasions.  He was of the opinion that the improvement 
description in the REAC report was merely adequate if this was a 
traditional, garden variety office building.  He testified this 
is a corporate campus/headquarters; an unusual property. 
 
Pomykacz stated there was not enough information to determine 
whether the power plant assets are a separate area of value.  He 
also testified there was very basic information about the 
interior description of the subject property.  He also was of the 
opinion the 15% efficiency factor applied in the REAC report was 
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very high for this type of property.  The witness stated that in 
his experience inefficiency rates run from 10% to 15% with 
properties more than three decades old having the higher number.  
He testified that the efficiency loss factor is for the 
mechanicals in a building that you could not put an occupant in 
with a desk.  The witness explained that with a corporate 
international headquarters he would not expect to see a lot of 
waste in the buildings and 15% seemed high. 
 
The witness further indicated that REAC's section regarding the 
adequacies of the improvements was not helpful to the reader.  He 
was of the opinion the REAC report did not provide enough detail 
to tell what kind of special qualities, if any, the improvements 
had.   
 
The witness was of the opinion that Kelly reached the wrong 
conclusion as to the highest and best use of the subject property 
as improved as a single tenant user.  The witness was of the 
opinion the most productive use is most likely a multi-tenanted 
operation.  He also was of the opinion that Kelly was incorrect 
in stating in his appraisal that it is more viable for multi-
tenant office property to convert to a single tenant use than for 
a single use property to be converted to a multi-tenant use.  The 
witness explained that an incorrect highest and best use would 
result in an appraisal that would not be credible and valid.  The 
witness was of the opinion that a single tenant use is one of the 
possible uses but it could also be a multi-tenanted building. 
 
The witness was also of the opinion that the appraisal provided 
insufficient information for a user, reviewer or a reader to 
understand the functional adequacies or inadequacies or super-
adequacies of the property.  He was of the opinion that since 
large adjustments were made for economic and functional 
obsolescence, he requires better descriptions, substantially 
different, more expansive descriptions than the minimal 
description Kelly provided.  He also would expect an appraiser to 
obtain a detailed listing of the maintenance on any property over 
a couple of million dollars in value.   
 
Pomykacz was of the opinion the appraisal analysis of the land 
was very weak.  The witness was of the opinion the land value 
conclusion was not appropriate.  He was also of the opinion the 
analysis of the land sales on page 67 of the REAC appraisal was 
not what he would customarily expect to find.  He opined 
appraisers customarily provide an analysis with adjustments as a 
percentage.   
 
Pomykacz was of the opinion the replacement cost new calculations 
contained on page 70 of the REAC appraisal do not contain 
sufficient information for a reader to determine how the 
appraiser arrived at the values.  As a check on the validity of 
the the REAC cost approach, Pomykacz provided basic information 
from Marshall & Swift in the addenda of his report and recomputed 
the cost estimates for the various portions of the subject 
property on page 55 of his report.  The report indicated the 
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office space would have a cost new, after applicable multipliers, 
of $182.95 per square foot; basement office space would have a 
cost new, after applicable multipliers, of $105.10 per square 
foot; office and research space would have a cost new, after 
applicable multipliers, of $180.25 per square foot; office space 
--mezzanine would have a cost new, after applicable multipliers, 
of $71.76 per square foot; office space -- resource center would 
have a cost new, after applicable multipliers, of $182.95 per 
square foot; and the day care space would have a cost new, after 
applicable multipliers, of $133.34 per square foot   
 
Pomykacz also testified he worked backwards using the costs in 
the REAC appraisal and determined that Kelly considered the 
subject a low-cost property.  The witness did not think this was 
consistent with corporate campuses.  The witness also indicated 
the REAC appraisal did not have any discussion with respect to 
soft costs such as architectural fees, engineering fees and the 
cost of money during construction that one would expect.  He also 
indicated that entrepreneurial profit also needs to be accounted 
for.  Ultimately, Pomykacz was of the opinion the cost approach 
in the REAC appraisal is substantially below the replacement cost 
value. 
 
Pomykacz was also of the opinion the physical depreciation 
estimate in the REAC appraisal is overestimated.  With respect to 
the Market-Based Depreciation Analysis contained on page 75 of 
the REAC appraisal, Pomykacz indicated you could not determine 
how Kelly derived the land values in each of the 14 sales.  The 
witness further indicated that Kelly did not give any description 
of how he determined replacement cost new of the 14 properties.  
Pomykacz was of the opinion the market extraction or market based 
depreciation was not reliable absent concrete verification.  The 
witness did not find the REAC appraisal to be reliable or 
credible in its calculation of functional and economic 
depreciation.  Ultimately Pomykacz concluded the cost approach 
developed by Kelly was not reliable and not credible. 
 
Concerning the sales comparison approach, Pomykacz was of the 
opinion that Kelly's use of five out-of-state sales was not 
appropriate.  He testified that even though the property may have 
potential buyers from other regions in the country or 
internationally, they are going to be looking at the value of 
real estate in the subject's locale.  He also indicated that 
appraisers can make adjustments for location in many situations, 
but making adjustments between such divergent locations as a 
practical matter is not a reasonable course for an appraiser to 
embark on.   
 
The witness also testified the sales used by Kelly involved 
different assets than the subject property in the sense the 
subject is a mixed-type of property with office, daycare and lab 
space.  He testified these are very difficult issues to adjust 
for when you have the best of data.  Pomykacz testified in this 
case there was very little data provided about this in the 
appraisal making the ability to make the adjustments as a 
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practical matter very difficult to impossible.  The witness also 
opined if a property is 100% vacant, the owner is unusually 
motivated to sell.  The witness concluded the sales comparison 
approach in the REAC appraisal is not reliable or credible. 
 
With respect to the income approach the witness was of the 
opinion that Kelly's market rent for the subject is not 
reasonable; the rental is low.  Pomykacz was of the opinion that 
Kelly did not adequately take into consideration multi-tenant 
rentals in valuing the subject property.  The witness also was of 
the opinion Kelly incorrectly described anchor tenants, which are 
tenants that attract visitors to a building, where other tenants 
can benefit from the traffic, and is restricted to retail real 
estate.  The witness testified that anchor tenants do not apply 
to office buildings.  Pomykacz also was of the opinion an 
efficiency loss factor of 15% was high and 10% would be more 
appropriate.  The witness was of the opinion that the vacancy and 
collection loss of 22% was not appropriate.  He agreed that the 
vacancy as of the valuation date was in the low 20's, but was of 
the opinion an appraiser needs to project an average or 
stabilized estimate of income going out for the remainder of the 
life of the facility, the investment period plus the reversion.  
Using the REAC vacancy, Pomykacz was of the opinion that 
effective gross income is being substantially underestimated.   
 
Pomykacz testified that largely the operating expenses projected 
in the REAC appraisal were acceptable except for one major 
divergent estimate; leasing expenses were estimated too high.  
Pomykacz indicated in his review appraisal and through testimony 
that the Building Owners and Managers Association (BOMA) projects 
leasing expenses at $.04 per square foot but the REAC appraisal 
estimates leasing expenses at $1.50 per square foot.  As a result 
Pomykacz was of the opinion that the operating expenses were too 
high.  He also was of the opinion that Kelly's operating expense 
ratio of 44.8% was substantially above the mark, which would have 
a negative impact on value.  The witness indicated that 
Industrial Real Estate Managers (IREM) estimates expense ratios 
range from the mid 20's% to the low 30's%.  Pomykacz was also of 
the opinion that Kelly's use of a 12% dividend rate for the 
equity portion of the band of investment technique was too high.  
The witness ultimately concluded the income approach used by REAC 
is not credible.   
 
Pomykacz testified the sale involving the subject property was 
noted to be a sale-leaseback transaction and he also did a test 
to determine the reasonableness of the sale.  Furthermore, 
Intervenor's Exhibit No. 1 contains the PTAX-203, Illinois Real 
Estate Transfer Declaration associated with the sale and the 
PTAX-203-A Illinois Real Estate Transfer Declaration Supplemental 
Form A associated with the subject's sale.  The witness was of 
the opinion the transaction qualified as a market transaction 
deserving consideration in an appraisal.  (Intervenor's Exhibit 
No. 1, page 22.)  The witness also testified he performed an 
analysis of the lease, which was summarized on page 26 of 
Intervenor's Exhibit No. 1.  The witness explained that an 
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appraiser has to "levelize" the unlevel rent payments to compare 
them with other rents.  He stated appraisers use compounding and 
discounting to create a cash equivalent or level rent cash 
equivalent.  The witness used a discount rate of 9.5% and 
calculated the present value of the unlevel actual rents to be 
$109,460,028.  Pomykacz testified he calculated a constant growth 
rate cash equivalent, which means rent is going to grow every 
year at 2% and the constant growth rent cash equivalent was 
$8,209,502, which is the same net present cash value.  The 
witness testified one could pay the unlevel rent as described in 
the lease or pay the $8,200,000 per year escalating 2% a year and 
both cash flows would equal the same present value.  Using 
636,600 square feet as the net rentable area the witness 
calculated the triple net lease equivalent to be $12.90 per 
square foot.  Using a 40% expense ratio the witness calculated a 
gross equivalent rental of $21.29 per square foot.  The witness 
testified he did not know how Kelly arrived at the conclusion the 
unlevel rents resulted in a $27.00 per square foot gross rental.  
He also testified that the gross equivalent rental of $21.49 per 
square foot falls within the range established by the REAC 
comparables, indicating it is on the market.  As a result 
Pomykacz was of the opinion that one should not disqualify the 
lease stating, "it is not disqualified as representing market 
value." (Transcript p. 232, lines 12-14.)  He was of the opinion 
Kelly did not complete a thorough analysis of the transaction.   
 
In conclusion Pomykacz was of the opinion the REAC appraisal is 
not reliable and not credible.  It was his conclusion the value 
in the REAC appraisal was understated. 
 
Under cross-examination Pomykacz stated he did not come to his 
own independent estimate of value, which is also set forth in 
(Intervenor's Exhibit No. 1, page 5.)  Pomykacz testified he did 
not do an interior inspection of the subject but did do drive-
by's which took minutes.  Pomykacz explained that an unencumbered 
property means without leases restricting the property.  He 
agreed that at a vacant property would be a type of fee simple 
property.   
 
The witness explained that exposure time was the amount of time a 
property has to be placed on the market to secure a sale.  He 
further indicated that exposure time is dependent on the intended 
market that one is selling to, which is determined by the highest 
and best use.  He testified that if you limit the property to a 
single tenant occupant or owner-occupant as the buyer, it may 
take you three years to get the property sold.  He further 
testified that if you are going to market the property to an 
investor or market the property to multiple tenants it would take 
a lot less time.  He indicated the subject's highest and best use 
could be either for a single occupant office or multi-occupant 
office use.  For the entire property Pomykacz stated the highest 
and best use would be a combination.   
 
Pomykacz reiterated his opinion that the 85% efficiency rating 
was too low based on economies of scale for an integrated complex 
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of buildings.  In reviewing REAC comparable sales #1 and #4, 
Pomykacz calculated efficiency ratios of 81% and 82%, 
respectively.   
 
Pomykacz agreed that he determined the subject's sale-leaseback 
that occurred in December 2002 was a reliable indicator of value.  
He testified that he did not interview any party to the 
transaction and interviewed no beneficiaries of the Wachovia 
Trust.  He also indicated he does not know who the trust 
beneficiaries are or who the actual owner of the subject property 
is.  Pomykacz testified that form PTAX-203-A for the sale of the 
subject was given to him and he put it in his report because it 
tells important details about the transaction that allowed him to 
complete the tables in his report on page 22.  Question No. 8 on 
the form provides: 
 

8. In your opinion, is the net consideration for real 
property entered on line 13 of Form PTAX-203 a fair 
reflection of the market value on the sale date?  
 

The answer to the question was "No".  Pomykacz understood this 
answer to mean the price is not a reflection of market value.  
The question goes on to state, "If the answer is "No", please 
explain."  The explanation provided on the form was, "Leverage 
Lease Sale-Leaseback Transaction Conveyance Not Limited to Fee 
Simple Interest in Transferred Real Estate." 
 
Referencing the last page of the Deloitte & Touche letter 
authored by Robert C. Herman contained in Intervenor's Exhibit 
No. 1, Pomykacz agreed that Herman concluded the transaction was 
not reflective of the market value of the subject property.  
Referencing page 4, first paragraph, last sentence of the 
Deloitte & Touche letter authored by Robert C. Herman contained 
in Intervenor's Exhibit No. 1, Pomykacz agreed that Herman 
concluded the this sort of property would have a marketing time 
of 1 to 3 years.  The witness also used a three year 
marketing/exposure time in a discounted cash flow analysis of the 
lease in place under the sale leaseback.  (Intervenor's Exhibit 
No. 1, page 57.)   
 
Referencing question 7 on Form PTAX-203 contained in Intervenor's 
Exhibit No. 1, Pomykacz agreed the answer was "No" to the 
question, "Was the property advertised for sale or sold using a 
real estate agent?"  Referencing question 3 on Form PTAX-203-A 
contained in Intervenor's Exhibit No. 1, Pomykacz agreed the 
answer was "0" to the statement, "Write the total number of 
months the property was for sale on the market." 
 
Pomykacz agreed that there was normal consideration paid for the 
subject property in the sale-leaseback transaction.  He further 
agreed that under his cost approach he concluded a replacement 
cost new of $125,000,000 or $177.00 per square foot.  Using 
Kelly's estimate of land value of $16,725,000 resulted in a 
replacement cost new plus land of approximately $142,000,000.  He 
agreed that comparing this number with a sale-leaseback 
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transaction price for a 23 year old building of $145,000,000 does 
not make sense.  He indicated that one number is of a new 
property and you are comparing that to an old property.  He 
further testified that real estate appreciates over time until 
near the end of its useful life.   
 
With respect to the rent schedule in Section 16.4 of Intervenor's 
Exhibit No. 1, Pomykacz testified that it is not uncommon for 
commercial leases to have variable rents but this particular 
pattern was unusual.   
 
Under redirect Pomykacz reviewed REAC sales #2, #3, #6 and #9.  
These sales had efficiency ratios of 89%, 95%, 92% and 100%.  
Pomykacz testified it was not his opinion that the $145,000,000 
was reflective of the market value of the subject property.   
 
Under cross-examination the witness was questioned about the size 
of REAC sales #2, #3, #6 and #9, which were approximately 386,000 
square feet, 368,000 square feet, 210,000 square feet and 92,000 
square feet, respectively.  The witness further testified that 
there is an opportunity to multi-tenant the subject building.  
However, he agreed the subject has a 25 year lease and that if 
everything goes well they can't do that for 25 years.   
 
The next witness called on behalf of the intervernor was Warren 
L. Dixon, Jr., Naperville Township Assessor.  Dixon is a licensed 
appraiser and owner of Dixon Appraisal.  Dixon identified 
Intervernor's Exhibit No. 2 as a document he filed for the 2005 
appeal with the DuPage County Board of Review.  The document was 
for two parcels, one of which is the subject matter of the 
instant appeal.  The exhibit stated these two parcels had a total 
assessment of $24,549,950 reflecting a market value of 
$73,657,216 or $104.13 per square foot of building area.  Page 
two of the exhibit disclosed the parcel under appeal had a total 
assessment of $22,838,850 reflecting a market value of 
$68,523,400 or $96.87 per square foot of building area, land 
included.   
 
In support of the assessment Dixon submitted a two page grid 
listing of twelve comparable sales.  The list included the 
name/address, a two line description of the property, parcel 
number, age, land area, building area, land to building ratio, 
date of sale, sale amount, sale price per square foot and a 
section for a brief comment.  The comparables included two, one-
story industrial buildings that contained 165,000 and 303,192 
square feet of building area.  The buildings were constructed in 
1992 and 2004.  These two properties sold in November 2003 and 
October 2005 for prices of $19,600,000 and $22,750,000 or $75.04 
and $118.79 per square foot of building area.  Five of the 
comparables were described as either office buildings or 
office/research buildings.  Each of these comparables had one 
building that was from 2 to 5-stories in height and ranged in 
size from 116,428 to 356,000 square feet of building area.  The 
assessor did not know the age of one of these comparables and the 
four remaining comparables were built from 1983 to 2003.  The 
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sales occurred from January 2002 to April 2005 for prices ranging 
from $16,500,000 to $55,000,000 or from $141.71 to $192.12 per 
square foot of building area, land included.  Of these five 
comparables, comparable #4 was noted to be a sale/leaseback 
transaction with the seller leasing the property for $11.99 per 
square foot for 20 years.  The five remaining comparables were 
multi-building office buildings with comparable #12 also having a 
research and development building.  These comparables had from 2 
to 5 buildings that ranged in height from 1 to 7-stories.  These 
comparables ranged in size from 215,144 to 498,507 square feet of 
building area and were constructed from 1969 to 2001.  The sales 
occurred from February 1998 to November 2003 for prices ranging 
from $24,050,000 to $50,156,000 or from $89.27 to $149.61 per 
square foot of building area.  On the grid the assessor 
identified comparables #5, #6, #7, #8 and #9 as being located in 
Cook County. 
 
Dixon testified that sale #2 was located within Naperville 
Township close to the subject property.  The witness testified 
sale #3 was located within Naperville Township approximately 1 
mile from the subject property.  These two sales occurred in 
December 2003 and April 2005 for prices of $146.19 and $141.71 
per square foot of building area, land included, respectively.  
Dixon testified the average price for all the comparables was 
$130.76 per square of building area, land included.  He further 
testified the median sales price per square foot for the 
comparables was $137.33 per square foot of building area, land 
included.  Dixon was of the opinion that the appellant's 
requested market value of $41,000,000 or $57.96 per square foot 
of building area, land included, was not supported by these raw 
sales.   
 
Dixon also testified he utilized the rent listed on page 2 of the 
Deloitte & Touche letter for the years 2004 through 2009, which 
is contained in Intervenor's Exhibit No. 1, in the amount of 
$8,953,688 and a capitalization rate of 11.00% to arrive at an 
estimated value under an income approach of $81,400,000, rounded. 
 
The assessor also testified that he has to create uniformity.  In 
support of this aspect of his argument the assessor submitted a 
listing of 10 properties, including the subject, along with basic 
descriptive data and assessment information.  These properties 
were improved with office buildings located along the I-88 
corridor in Naperville Township.  One of the comparable parcels 
only had a land assessment.  Including the subject, these 
properties were improved with office buildings that were built 
from 1984 to 2001 and ranged in size from 141,328 to 797,399 
square feet of building area.  The assessor indicated in the 
document that the improved comparables had total assessments 
ranging from $6,658,650 to $29,222,200 reflecting market values 
ranging from $19,977,948 to $87,675,368 or from $110 to $142 per 
square foot of building area, rounded, land included.  He 
testified the subject's market value as reflected by the 
assessment is $94.87 per square foot of building area, land 
included.   
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Dixon was of the opinion the assessment of the subject property 
was representative of a fair and equitable distribution of 
assessments in the township.  Dixon further testified that in the 
early 80's they originally spent $33 million on the subject's 
construction and a major addition was added with $80 million in 
permits prior to 1993. 
 
Under cross-examination Dixon agreed sale #1 was built in 2004 
and sold in 2005 and was a new building when it sold.  He did not 
know how much office space was in the property and did not know 
if it was a multi-tenant property.  With respect to sale #2 the 
assessor stated as far as he knew there is no lab space in this 
building and it is a multi-tenant building.  With respect to sale 
#3 his recollection was this building had no lab space and it was 
a multi-tenant building.  Dixon agreed sale #4 was built in 2003 
and sold in 2003 so it was a new building when it sold.  He 
indicated this was an office building located in Cook County.  He 
agreed his sales #5, #6, #7, #8, #9, #10 and #12 were all located 
in Cook County.  He also testified he inspected sales #2, #3 and 
#11, all located in Naperville.  The remaining sales he did not 
inspect.  Dixon agreed sale #5 was a single tenant industrial 
building.  Sale #6 was composed of multi-tenant office buildings.  
He thought there could have been some research area in this 
comparable.  Dixon did not believe there was any office or 
research area in comparable sale #7.  Sale #7 was a multi-tenant 
building with an addition in 2001.  Dixon did not know the 
percent of office space in sale #8.  Sale #9 was composed of 
multi-tenant office buildings.  Dixon did not believe sale #10 
had any research or lab space and he did not have the age or year 
built listed.  Sale #11 had no lab space and was a multi-tenant 
building.  Dixon did not know the percent of office space in sale 
#12.  Dixon did not know the name of the buyer or seller for the 
comparables and stated that would be in his files.   
 
Dixon stated these were unadjusted sales prices and he made 
quantitative adjustments to the sales but these were not supplied 
in the record.  He agreed that the value under the income 
approach was much higher than the actual assessment on the 
property.  Dixon explained this was only one approach to value 
and did not necessarily mean it was the total value conclusion on 
the property.  He thought the income approach supported the 
conclusion he reached. 
 
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 appellant contends overvaluation as the basis of the appeal.  
Section 9-145 of the Property Tax Code provides in part that 
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 
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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 as of the 
assessment date at issue, a recent sale of the subject property 
or documentation of not fewer than three comparable sales.  86 
Ill.Admin.Code 1910.65(c).  The Board finds the appellant met 
this burden of proof and a reduction in the subject's assessment 
is warranted. 
 
For 2005 the subject property had a total assessment of 
$22,838,850 reflecting a market value of approximately 
$68,585,135 or $96.96 per square foot of gross building area, 
land included, when using the 2005 three year median level of 
assessments for DuPage County of 33.30%.  For 2006 the subject 
property had a total assessment of $23,432,660 reflecting a 
market value of approximately $70,559,048 or $99.75 per square 
foot of gross building area, land included, when using the 2006 
three year median level of assessments for DuPage County of 
33.21%.  The appellant submitted a narrative appraisal wherein 
the appraiser developed the three traditional approaches to value 
to arrive at an estimate of market value of $41,000,000 as of 
January 1, 2005.  The board of review submitted its "Board of 
Review Notes on Appeal" wherein the final assessments were 
disclosed but submitted no independent evidence and presented no 
witnesses in support of the assessment of the subject property 
for the assessment years in question.  The intervening taxing 
district submitted a review appraisal and information from the 
Naperville Township Assessor including raw sales data on 12 
sales, an income approach calculation using lease data from the 
sale-leaseback transaction, and an equity analysis. 
 
The first issue the Board will address is whether or not the 
sale-leaseback transaction involving the subject property that 
occurred in December 2002 was indicative of the market value of 
the subject property.  The Board finds the sale-leaseback was not 
reflective of the fair cash value of the subject real estate.  
First, the sale-leaseback had a price of $145,000,000, which 
equates to approximately $205.00 per square foot of gross 
building area, land included.  The price reflected by the 
transaction is significantly above the comparable sales in the 
record demonstrating the transaction was not reflective of the 
fair cash value of the real estate.  Second, Intervenor's Exhibit 
No. 1 contains Form PTAX-203, Illinois Real Estate Transfer 
Declaration and Form PTAX-203-A Illinois Real Estate Transfer 
Declaration Supplemental Form A associated with the subject's 
December 2002 sale.  Question 7 on Form PTAX-203 reflects an 
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answer of "No" to the question; "Was the property advertised for 
sale or sold using a real estate agent?"  Item 3 on Form PTAX-
203-A has an answer of "0" to the statement, "Write the total 
number of months the property was for sale on the market."  
Question No. 8 on the Form PTAX-203-A has an answer of "No" to 
the question, "In your opinion, is the net consideration for real 
property entered on line 13 of Form PTAX-203 a fair reflection of 
the market value on the sale date?"  Question 8 goes on to state, 
"If the answer is "No", please explain."  The explanation 
provided on the form was, "Leverage Lease Sale-Leaseback 
Transaction Conveyance Not Limited to Fee Simple Interest in 
Transferred Real Estate."  The Board further finds that 
Intervenor's Exhibit No. 1 contains a letter from Deloitte & 
Touche directed to the Naperville Township Assessor Warren Dixon 
explaining the nature of the transaction and concluding the sale 
did not reflect a market value transaction.  The Board finds the 
evidence in this record demonstrates the sale-leaseback was a 
leveraged lease transaction in which the sale was based on the 
leaseback of the property for a long term basis guaranteed by the 
seller's parent company.  The Board finds this sale is not 
indicative of fair cash value for ad valorem real estate 
assessment purposes. 
 
The next issue the Board will address is the conclusion of 
highest and best use of the subject property as improved.  Kelly 
determined the highest and best use of the subject property as 
improved is its current use as a single-tenant office complex.  
Kelly explained in his report that he considered conversion from 
a single-tenant office to a multi-tenant office as an alternative 
use.  The REAC appraisal contains three pages of narrative 
discussing the analysis of highest and best use.  (Appellant's 
Exhibit No. 1, pages 50-52.)  Pomykacz was of the opinion that a 
single tenant use is one of the possible uses but it could also 
be a multi-tenanted building.  The Board finds the subject 
property as of the assessment date at issue was designed and used 
as a single tenant office complex.  The evidence in this record 
did not show the subject office complex was partitioned or could 
be readily partitioned into individual tenant suites.  Nor was 
there any showing that the utilities as well as the heating, 
ventilation, and air conditioning (HVAC) system could be 
separately metered and controlled for multi-tenant use without 
substantial costs.  The Supreme Court of Illinois has held that 
the fair cash value of property should be determined according to 
the use for which the property is designed and which produces its 
maximum income.  Kankakee County Board of Review v. Property Tax 
Appeal Board, 131 Ill.2d 1, 18, 544 N.E.2d 762, 136 Ill.Dec.76 
(1989).  Here the property was built as a single-tenant office, 
research and laboratory complex.  There is no evidence that a 
prospective purchaser could not also use the property as a 
single-tenant office, research and laboratory complex.  Based on 
this record the Board finds that Kelly's conclusion of highest 
and best use as improved is credible given the physical 
characteristics of the improvements and the fact the subject is 
encumbered by a long term lease as a single-tenant property. 
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Only Kelly developed a cost approach to value.  In estimating the 
land value Kelly used six land comparables that ranged in size 
from 523,635 to 4,523,558 square feet of land area.  The 
properties sold from October 1999 to July 2003 for prices ranging 
from $3,640,000 to $15,561,500 or from $2.75 to $8.75 per square 
foot of land area.  Based on these sales, Kelly estimated the 
subject site had an estimated value of $6.00 per square foot of 
land area or $16,725,000, rounded.  The land sale that occurred 
most proximate in time to the assessment date at issue and was 
close to the subject in proximity was land sale #6 that sold for 
a unit price of $8.75 per square foot.  This parcel is 
significantly smaller than the subject site.  For 2005 the 
subject site had a land assessment of $6,420,920 reflecting a 
market value of approximately $19,282,000, rounded, or $6.92 per 
square foot of land area using the 2005 three year median level 
of assessments for DuPage County of 33.30%.  For 2006 the subject 
site had a land assessment of $6,587,860 reflecting a market 
value of $19,837,000, rounded or $7.12 per square foot of land 
area using the 2006 three year median level of assessments for 
DuPage County of 33.21%.  Considering Kelly's land sales with 
some focus on the parcel located most proximate to the subject 
property, the Board finds the land assessments of the subject 
property for the respective years under appeal are reflective of 
market value. 
 
In estimating the replacement cost new Kelly stated that he 
utilized the Means Cost Manual and the Marshall Valuation 
Service.  In reviewing the appraisal, Kelly did not reference any 
particular pages or sections of the respective manuals that he 
utilized.  Furthermore, he did not demonstrate or state how he 
classified the respective buildings on the subject property.  
Additionally, the replacement cost calculations are contained on 
one page of the appraisal and have a total cost of $87,690,000, 
rounded.  The Board finds this minimal data is not particularly 
credible or reliable in demonstrating a replacement cost new for 
the improvements.  Additionally, Pomykacz cited pages and 
sections of the Marshall and Swift Cost Manual in Section 16.8 of 
his review appraisal and prepared a cost calculation check in 
Section 16.2, which tended to demonstrate that Kelly undervalued 
the replacement cost new of the improvements.  Furthermore, 
testimony by Dixon was that in the early 80's the original cost 
of the construction was $33 million and a major addition was 
added with $80 million in permits prior to 1993.  The sum of 
these total costs was $113 million, which is more than $25 
million greater than Kelly's cost new estimate.  This further 
undermines Kelly's estimate of the replacement cost new of the 
subject property.  Based on this record, the Board finds the cost 
approach contained in the REAC appraisal understated the 
estimated value of the subject property.   
 
Kelly next estimated the value of the subject under the income 
approach.  The Board finds Kelly's estimate of net rental area, 
market rent, vacancy and credit loss, and capitalization rate of 
11.2% were appropriate and supported by evidence in the record.  
Kelly applied a market rent of $19.00 per square foot to the net 
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rentable area, which was calculated to be 601,233 square feet.  
The Board finds this estimate of market rent was supported by his 
rental comparables #1, #2 and #3 in the REAC appraisal.  The 
Board further finds the expenses associated with the subject 
property contained in the REAC appraisal, but for the $900,000 
attributed to the leasing, were appropriate.  In the appraisal 
Kelly noted that BOMA indicated the 2004 industry average leasing 
expenses in Suburban Chicago was $.04 per square foot.  This 
would result in a leasing expense of $24,000, rounded.  Kelly 
explained in the appraisal leasing expenses within the Chicago 
market had evolved over the last few years and that the $1.50 per 
square foot leasing expense was based on conversations with 
several brokers.  The Board finds there was not sufficient data 
in the appraisal to add some credibility to this estimate of 
leasing expenses.  Therefore, the Board finds Kelly's conclusion 
with respect to this expense component excessive.  As a result 
total expenses should be $3,114,000.  This in turn results in a 
net income of $5,796,000.  When one capitalizes the net income by 
11.2% the result is an estimated market value under the income 
approach of $51,750,000.  
 
Kelly also prepared a sales comparison approach to value where he 
utilized 14 comparable sales of single tenant office buildings.  
Of these 14 sales, the Board finds comparables #1, #2, #3, #4 and 
#14 were most relevant with respect to date of sale, location, 
age and size.  These comparables ranged in size from 329,658 to 
1,176,158 square feet of building area.  The sales occurred from 
March 2001 to March 2005 for prices ranging from $14,000,000 to 
$43,000,000.  Kelly gave an upward adjustment to comparable #14 
for demolition costs associated with removing 4 buildings 
comprising approximately 264,000 square feet of building area 
after the sale resulting in an adjusted sales price of 
$44,500,000.  The unit prices ranged from $25.93 to $59.65 per 
square foot of building area, land included.  Kelly indicated in 
his report that all but comparable #14 were inferior to the 
subject and required upward adjustments.  Kelly was of the 
opinion sale #14, with a unit price of $59.65 per square foot of 
building area, was overall similar to the subject. 
 
The Board finds that Dixon provided limited information on twelve 
sales.  The Board finds two of these sales, #1 and #5, were 
dissimilar industrial buildings.  Sale #4 was a sales-leaseback 
transaction, which may have some bearing on whether this is 
reflective of fair cash value.  Sales #11 and #12 occurred in 
1999 and 1998, respectively.  The Board finds these sales are 
dated and should not be given any weight.  The Board further 
finds the office sales identified by Dixon were smaller multi-
tenant buildings, different from the subject's highest and best 
use as a single-tenant office complex.  The Board finds these 
smaller, multi-tenant office buildings would set the upper limit 
of value.  The Board finds of some relevance Dixon's comparables 
#2 and #3.  These were multi-tenant office buildings located in 
Naperville, in close proximity to the subject.  The comparables 
were relatively similar to the subject in age, but significantly 
smaller than the subject with 167,260 and 116,428 square feet of 
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building area.  The sales occurred close to the assessment dates 
at issue in April 2005 and December 2003 for prices of 
$24,452,000 and $16,500,000 or $146.19 and $141.71 per square 
foot of building area, land included, respectively.  The Board 
finds, based on the subject's size and single-tenant use, its 
market value would be significantly less on a per square foot 
basis than these two comparables, which are smaller and have 
multi-tenant use. 
 
After giving most emphasis to the most relevant sales identified 
in the REAC appraisal and some consideration to Dixon's 
comparables #2 and #3, the Property Tax Appeal Board finds the 
subject property had a market value of $71.00 per square foot of 
building area, land included, resulting in a total indicated 
value of $50,220,000, rounded, under the sales comparison 
approach. 
 
In conclusion, after considering the income approach and sales 
comparison approach as discussed herein, the Property Tax Appeal 
Board finds the subject property had a market value of 
$51,000,000 as of January 1, 2005.  Since market value has been 
established, the Property Tax Appeal Board finds the 2005 three 
year median level of assessments for DuPage County of 33.30% 
shall apply.  (86 Ill.Admin.Code 1910.50(c)(1)).  The Board 
further finds the assessment as established for 2005 shall be 
carried forward to 2006 subject to the equalization factor 
applied in Naperville Township of 1.026 as reflected on the 
"Board of Review Notes on Appeal."  
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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. 

 

 

 

  

 Chairman   

  

 

  

Member  Member   

 

 

 

  

Member  Member   

DISSENTING: 
 

  
  

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper 
of the Records thereof, I do hereby certify that the foregoing is a 
true, full and complete Final Administrative Decision of the 
Illinois Property Tax Appeal Board issued this date in the above 
entitled appeal, now of record in this said office. 
 

 

Date: May 21, 2010   

 

 

   

 Clerk of the Property Tax Appeal Board  
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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. 
 



 

 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/CCK/6-20   

 

 

APPELLANT: Ronald L. Boorstein 

DOCKET NO.: 16-02334.001-C-2 

PARCEL NO.: 15-06-203-011   

 

The parties of record before the Property Tax Appeal Board are Ronald L. Boorstein, the 

appellant, by attorney Brian S. Maher, of Weis, DuBrock, Doody & Maher, in Chicago, and the 

Lake County Board of Review. 

 

Based on the facts and exhibits presented in this matter, the Property Tax Appeal Board hereby 

finds a reduction in the assessment of the property as established by the Lake County Board of 

Review is warranted.  The correct assessed valuation of the property is: 

 

LAND: $195,757 

IMPR.: $120,883 

TOTAL: $316,640 

  

Subject only to the State multiplier as applicable. 

 

Statement of Jurisdiction 

 

The appellant timely filed the appeal from a decision of the Lake County Board of Review 

pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 

assessment for the 2016 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 

over the parties and the subject matter of the appeal. 

 

Findings of Fact 

 

The subject property is improved with a one-story masonry and siding fast food restaurant that 

contains 3,840 square feet of building area.  The building was constructed in 2008.  The property 

has poured reinforced concrete foundation walls and footings.  The exterior walls are a mixture 

of stone, siding and dryvit over wood studs with fixed aluminum frame windows in the dining 

area.  The dining area has a 9 to 10 feet clear ceiling height and the kitchen has a 7 to 10 feet 

clear ceiling height.  The dining area has a mixture of suspended acoustical tile and painted 

drywall ceilings with recessed and suspended incandescent lighting; carpeting and ceramic tile 

floors; and wood frame partitions.  The serving area contains some ceramic tile wall cover and 

suspended 'marlite' panel ceiling finishes.  The kitchen and food preparation areas are finished 

with suspended 'marlite' panel ceilings with recessed florescent lighting, ceramic and rubber tile 

floors and 'marlite' panel walls.  The entire building is heated and air conditioned with roof-top 

package units.  The building is 100% sprinklered with a wet-type sprinkler system.  The subject 
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has one men’s restroom and one women's washroom for customers as well as one unisex 

employee washroom.  The property has asphalt parking for 36 vehicles and a drive-thru lane.  

The property has a site with approximately 41,002 square feet of land area resulting in a land to 

building ratio of 10.68:1.  The subject property is located on an out-lot within the Oak Creek 

Plaza shopping center in Mundelein, Vernon Township, Lake County.  The property is being 

used as a Culver’s restaurant. 

 

The appellant contends overvaluation as the basis of the appeal.  In support of this argument, the 

appellant submitted an appraisal estimating the subject property had a market value of $750,000 

as of January 1, 2014.  The appraisal was prepared by Jason D. Zaley, a state Certified General 

Real Estate Appraiser, with Maresh, Zaley & Associates, Inc.    

  

The appraiser stated within the report that he made an inspection of the subject property on May 

28, 2015.  The purpose of the appraisal was to render an opinion of the retrospective market 

value of the fee simple interest.  The property rights appraised are the fee simple title, free and 

clear of all encumbrances.  The intended use of the appraisal was to provide an opinion of market 

value of the subject property as of January 1, 2014 for tax assessment appeal purposes.  The 

appraiser stated as of the date of valuation, the majority of the Oak Creek Plaza shopping center 

was vacant and deteriorating, thereby affecting the economic vitality of this section of 

Mundelein.  

  

In describing the improvements, the appraiser reported the building area was estimated from 

onsite measurements by the appraiser.  The appraiser determined the highest and best use as 

vacant to be for commercial development that complies with the C-4, Shopping Center District 

zoning requirements.  The highest and best use of the property as improved was determined to be 

its current use.  

  

In estimating the market value of the subject property, the appraiser developed the three 

traditional approaches to value.  The first approach to value developed by the appraiser was the 

cost approach.  The appraiser estimated the value of the land using four comparable land sales 

located in Vernon Hills, Libertyville, Mundelein and Lake Zurich.  The comparables ranged in 

size from 58,370 to 87,991 square feet of land area.  The comparables sold from February 2010 

to September 2013 for prices ranging from $4.75 to $17.13 per square foot of land area.  The 

appraiser made qualitative adjustments to the comparables for differences from the subject to 

arrive at an estimated market value for the land of $10.00 per square foot of land area and a total 

land value of $410,000, rounded.  

  

The appraiser used replacement cost new of the subject improvements based on the Marshall and 

Swift Computerized Cost Estimate Program for a Class D construction quality fast food 

restaurant, which was estimated to be $207.06 per square foot of building area.  The cost new of 

the building structure was estimated to be $795,098.  The appraiser estimated entrepreneurial 

profit to be 5% of cost new or $39,755 resulting in a total cost new of $834,853.    

  

The appraiser reported that Marshall and Swift Computerized Cost Estimate Program stated the 

subject improvement, if properly maintained, could have a total economic life in excess of 30 

years.  The appraiser noted the subject building was only 6 years old but estimated the effective 

age to be 15 years due to the distressed nature of the Oak Creek Plaza shopping center.  The 
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appraiser estimated the subject property had an estimated remaining economic life of 15 years.  

Using the age life method, the appraiser estimated the subject property had accrued depreciation 

of 50%.  Using the breakdown method, the appraiser estimated the subject property had 25% 

physical depreciation; 5% functional obsolescence; and 30% economic obsolescence resulting in 

total depreciation of 60%.  The appraiser determined the subject suffered from 60% accrued 

depreciation.   

  

The appraiser estimated the site improvements had a replacement cost of $100,000 and suffered 

from 60% depreciation resulting in a depreciated value of the site improvements of $40,000.  

  

Adding the depreciated value of the subject building of $333,941, the depreciated value of the 

site improvements of $40,000 and the land value of $410,000, the appraiser arrived at an 

estimated value under the cost approach of $785,000, rounded.  

  

The appellant's appraiser next developed the sales comparison approach to value using five 

comparable sales improved with one-story buildings that range in size from 2,400 to 5,171 

square feet of building area.  The comparables were located in Mundelein, Round Lake Beach, 

and Lindenhurst.  The comparables were constructed from 1969 to 2000 and each was used as a 

fast food restaurant.  The comparables had land to building ratios ranging from 3.27:1 to 14.72:1.  

These properties sold from March 2010 to January 2014 for prices ranging from $400,000 to 

$1,100,000 or from $107.58 to $458.33 per square foot of building area, including land.  The 

appraiser made a $550,000 adjustment to comparable #2 for investment value resulting in an 

adjusted sales price of $550,000 or $229.17 per square foot of building area, including land.  The 

appraiser made qualitative adjustments to the comparables for various factors and differences 

from the subject property.  The appraiser stated within the report that statistically the unit prices 

ranged from $107.58 to $247.10 per square foot of building area with a mean unit price of 

$165.76 per square foot and a median unit price of $124.10 per square foot.  The appraiser 

asserted that improved sale #2 with a unit price of $229.17 per square foot of building area 

required no overall adjustment due to offsetting factors.  The appellant’s appraiser estimated the 

subject property had a market unit value of $200.00 per square foot of gross building area, land 

included, for a total estimated market value under the sales comparison approach of $770,000.  

  

The final approach developed by the appellant's appraiser was the income approach to value.  

The appraiser identified five rental comparables located in Lake Zurich, Lindenhurst and 

Wauconda improved with three fast food restaurants, a sit-down restaurant and in-line retail 

space ranging in size from 2,135 to 3,740 square feet of building area.  The comparables were 

constructed from 1920 to 2000 and had net rents ranging from $10.05 to $17.87 per square foot 

of building area.  The appraiser made qualitative adjustments to the comparables and noted rental 

comparables #1, #2 and #5 had offsetting adjustments, comparable #3 was much inferior to the 

subject requiring an upward adjustment, and comparable #4 was inferior to the subject requiring 

an upward adjustment.  

  

The appraiser noted that the subject's lease, which originated in January 2012 for a 5-year term, 

had a contract base rent of $21.88 per square foot, semi-gross along with 7% of gross revenue 

from the preceding year beginning March 1, 2013.  However, the lease also states the rental 

includes all furniture, fixtures and equipment.  The appraiser concluded the contract is a business 
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lease and not a lease of the real estate, therefore, the current contract rent is not representative of 

the current open market level rent.  

  

The appraiser estimated the subject's market rent would be $17.00 per square foot on a net basis 

resulting in a potential gross income of $65,280.  The appraiser estimated the subject property 

would have a vacancy and collection loss of 10% of potential gross income or $6,528 resulting in 

an effective gross income of $58,752.    

  

With respect to expenses the appraiser explained the analysis uses a net lease rate, therefore, a 

majority of the expenses are incurred by the tenant/lessee with the exception of a management 

feet and reserves for replacement.  The appraiser estimated the subject property would have a 

management fee of 3% of effective gross income or $1,763.  The appraiser also estimated the 

reserves for replacement would be $.20 per square foot or $768.  Deducting the expenses 

resulted in a net operating income of $56,221.    

  

The appraiser next estimated the capitalization rate to be applied to the subject's net income.  

Using the band of investment technique, the appraiser arrived at an overall capitalization rate of 

9.6%.  The appraiser also used published sources such as Korpacz Real Estate Investor Survey 

and Real Estate Research Corporation (RERC) Real Estate Report.  The appraiser stated that 

Korpacz Real Estate Investor Survey for the fourth quarter of 2013 the National Strip Shopping 

Center market for class A properties reported a range from 5.0% to 10.0% and an average of 

6.98%.  The appraiser further indicated RERC reported rates for Second Tier/Community 

Shopping Center properties in the Midwest region for the fourth quarter of 2013 had rates 

ranging from 7.0% to 12.0% and an average of 8.9%.  The appellant's appraiser arrived at an 

estimated overall capitalization rate for the subject property of 8.0%.   Capitalizing the net 

income resulted in an estimated value under the income capitalization approach of $705,000.    

  

In reconciling the three approaches to value, the appraiser asserted in the report that, “It should 

be noted that as of the date of valuation, the majority of the Oak Creek Plaza shopping center 

was vacant and deteriorating; thereby affecting the economic vitality of this section of 

Mundelein.  The appraiser gave least emphasis to the cost approach to value.  The sales 

comparison approach was given primary emphasis.  The income approach was considered 

reliable and was also given ample weight toward the conclusion.  Based on this evidence the 

appraiser arrived at an estimated market value of $750,000 as of January 1, 2014. 

 

Based on the foregoing evidence, the appellant requested an assessment for 2016 reflective of the 

appraised value conclusion at the statutory level of assessment of 33.33%. 

 

The board of review submitted its "Board of Review Notes on Appeal" disclosing the total 

assessment for the subject of $363,653.  The subject's assessment reflects a market value of 

$1,096,662 or $285.59 per square foot of building area, land included, when using the 2016 three 

year average median level of assessment for Lake County of 33.16% as determined by the 

Illinois Department of Revenue. 

 

In support of its contention of the correct assessment, the board of review submitted information 

on four comparable sales improved with one-story commercial buildings that ranged in size from 

4,756 to 6,460 square feet of building area.  Comparables #1, #2 and #4 were constructed in 
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1986, 1980 and 2003, respectively.  Comparable #3 was described as being renovated in 2015.  

These comparables were located in Vernon Hills, Buffalo Grove and Libertyville with sites 

ranging in size from 33,999 to 100,887 resulting in land to building ratios ranging from 5.81:1 to 

15.81:1.  These properties sold from July 2014 to July 2016 for prices ranging from $1,250,000 

to $3,200,000 or from $213.68 to $425.70 per square foot of building area, including land.   

 

The board of review provided the reports for the comparable sales it utilized. The data for 

comparable sale #3 noted that the property had been renovated in 2015 and had a new, 10-year, 

triple net leases to two tenants, Dunkin Donuts and CorePower Yoga.  The data sheet also 

reported that this property had previously sold in December 2014 for a price of $850,000 or 

$131.58 per square foot of building area, including land, considerably less than the July 2016 

sale for $2,750,000 or $425.70 per square foot of building area.  The data sheet for comparable 

#4 described the conditions of the sale as being a sale-leaseback, investment triple net.  The 

transaction notes for sale #4 stated the tenant signed a 20-year absolute net lease.   

 

In rebuttal, the board of review provided a written narrative from Martin Paulson, the Lake 

County Chief County Assessment Officer and Clerk of the Board of Review.  Paulson asserted 

that appraisal land sale #3 was a bank REO sale of four parcels with 104,632 square feet.  

Paulson described this property as including a parking lot and three waterfront lots with 

significant portions of the lots being lake bottom.  He noted the sale price was $2.65 per square 

foot of land area and contends this sale should not be considered when arriving at the land value 

and argued the remaining land sales had unit values ranging from $11.65 to $17.13 per square 

foot of land area, which supports the current land assessment.   

 

Paulson also questioned the effective age of the subject property as estimated by the appellant's 

appraiser of 15 years when the building has a chronological age of 6 years.   

 

With respect to the appellant's sales comparison approach, Paulson asserted comparable sale #1 

sold almost six years prior to the assessment date; comparable sale #3 was a dormant foreclosure 

due to a bankrupt franchisee; comparable #4 was a stigmatized property as the result of an on-

site homicide which resulted in closing of the restaurant by the franchisee; and comparable #2 

sold for a price of $1,100,000 or $458.33 per square foot of building area, as reflected on the 

PTAX-203 Illinois Real Estate Transfer Declaration.  The board of review also contends that 

appellant's appraisal comparable sale #5 sold for $247.10 per square foot of building area and is 

supportive of the subject's assessment. 

 

Based on the foregoing evidence and argument, the board of review requested confirmation of 

the subject's assessment. 

 

Conclusion of Law 

 

The appellant contends the market value of the subject property is not accurately reflected in its 

assessed valuation.  When market value is the basis of the appeal the value of the property must 

be proved by a preponderance of the evidence.  86 Ill.Admin.Code §1910.63(e).  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 to the subject's assessment. 
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The appellant submitted an appraisal estimating the subject property had a market value of 

$750,000 as of January 1, 2014.  The board of review submitted information on four comparable 

sales in support of the subject's assessment.  The subject's assessment reflects a market value of 

$1,096,662 or $285.59 per square foot of building area, including land.   

 

The Board finds the appellant's appraisal contained an estimate of market value that predated the 

assessment date at issue by two years.  There was no statement from the appellant's appraiser that 

the value of the subject property would remain the same from January 1, 2014 to January 1, 

2016, which detracts from the weight that can be given the conclusion of value contained in the 

report. 

 

The appellant's appraiser gave most credence to the sales comparison approach in arriving at his 

opinion of market value.  In reviewing the appraisal, the Board finds only one of the appellant's 

appraiser's sales occurred proximate in time to the assessment date at issue.  Appraisal 

comparable sale #5, composed of a one-story masonry fast food restaurant with 2,934 square feet 

of building area built in 2000, sold in January 2014 for a price of $725,000 or $247.10 per square 

foot of building area, including land.  The remaining comparables sold in 2010, 2012 and 2013, 

which are not proximate in time to the assessment date and detracts from the weight that can be 

given these sales.  Additionally, the appellant's appraiser made a significant deduction to the 

purchase price to sale #2 for investment value, which was not supported with any data in the 

record.  The board of review provided copies of the PTAX-203 Illinois Real Estate Transfer 

Declaration and PTAX-203-A Illinois Real Estate Transfer Declaration Supplemental Form A 

associated with appraisal comparable sale #2 disclosing that the purchase price was $1,100,000.  

There was no deduction for personal property on the transfer declaration and the parties indicated 

on the supplemental form that the $1,100,000 reflected as the net consideration is a fair reflection 

of the market value on the date of sale.  These forms undermine the appraiser's deduction of 

$550,000 as the investment value for comparable sale #2. 

 

With respect to the sales provided by the board of review, the Board gives less weight to sales #3 

and #4.  A review of the data associated with board of review sale #3 disclosed that this property 

sold in July 2016 for a price of $2,750,000 or $425.70 per square foot of building including land.  

The transaction notes provided by the board of review disclosed this property had been renovated 

in 2015 and sold with a new 10-year, triple net lease.  This information indicates this was a sale 

of a leased fee and may not be indicative of fair cash value, especially in light of the fact the 

documents provided by the board of review disclosed this property previously sold in December 

2014 for a price of $850,000 or $131.58 per square foot of building area, including land.  This 

property had a capitalization rate of 7.21% at the time of sale.  With respect to board of review 

sale #4, the documents provided by the board of review reported that this was a sale leaseback 

transaction where the tenant signed a 20-year absolute net lease with 20% increases every five 

years and four, five-year options to renew.  The documentation disclosed this property had a 

6.00% capitalization rate at the time of sale.  This transaction appears to be in the nature of a 

financial transaction and not reflective of the fair cash value of the real estate.  Additionally, this 

property sold in June 2015 for a price of $3,200,000 or $672.41 per square foot of building area, 

which appears to be an outlier and not reflective of the fair cash value of the real estate when 

compared to the other sales in the record.  
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The two remaining sales provided by the board of review sold in 2014 and 2015 for prices of 

$1,250,000 and $1,455,000 or $213.68 and $228.06 per square foot of building area, including 

land, respectively.   These two sales along with appraisal comparable sale #5 sold for prices 

ranging from $213.68 to $247.10 per square foot of building area, including land.  The subject's 

assessment reflects a market value of $285.59 per square foot of building area, including land, 

which is above that established by these comparables on a square foot basis.  These sales support 

the conclusion the subject property is overvalued.  However, given that the subject building is 

superior to these buildings in age, a value at the high end of the range is appropriate. 

 

With respect to the cost approach developed by the appellant's appraiser, the board of review 

asserted that land sale #3 was a bank REO sale of four parcels with 104,632 square feet.  Paulson 

described this property as including a parking lot and three waterfront lots with significant 

portions of the lots being lake bottom and the sale price was $2.65 per square foot of land area.  

Excluding this land sale, the three remaining land comparables have prices ranging from $11.65 

to $17.13 per square foot of land area.  The subject's land assessment of $183,070 reflects a 

market value of approximately $549,210 or $13.39 per square foot of land area, which is well 

supported given these sales.  The Board finds the appellant's appraiser understated the land value 

in the cost approach which resulted in the estimated value under the cost approach to be 

understated.  The Board further finds the appellant's appraiser provided no support for the 5% 

reduction from the cost new of the improvements for functional obsolescence as he failed to 

identify the items of functional obsolescence associated with the building.  Likewise, the 

appellant's appraiser provided no support to justify the 30% reduction for external obsolescence.  

As a result, the Board gave little weight to the appraiser's conclusion of value under the cost 

approach. 

 

With respect to the income approach to value, the data used to compute the capitalization rate 

related to the fourth quarter of 2013 and were not shown to be reflective of the capitalization 

rates as of January 1, 2016.  Additionally, two sales provided by the board of review had 

capitalization rates of 6.00% and 7.21%, which call into question the appellant's appraiser's 

estimated capitalization rate of 8.0%.  As a result, the Board gave less weight to the conclusion 

of value under the income approach to value in the appellant's appraisal. 

 

Based on this evidence, and considering the best sales in the record, the Board finds a reduction 

in the subject's assessment is justified. 
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IMPORTANT NOTICE 

 

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

 

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. Pursuant to Section 1910.50(d) 

of the rules of the Property Tax Appeal Board (86 Ill.Admin.Code §1910.50(d)) the proceeding 

before the Property Tax Appeal Board is terminated when the decision is rendered.  The Property 

Tax Appeal Board does not require any motion or request for reconsideration. 

 

 

 

  

 Chairman   

 

 

 

  

Member  Member   

  

 

  

Member  Member   

     

DISSENTING: 
 

  

  

 

C E R T I F I C A T I O N 

 

As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do 

hereby certify that the foregoing is a true, full and complete Final Administrative Decision of the 

Illinois Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this 

said office. 

 

 

Date: June 16, 2020 
  

     

 Clerk of the Property Tax Appeal Board  
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"If the Property Tax Appeal Board renders a decision lowering the assessment of a particular 

parcel after the deadline for filing complaints with the Board of Review or after adjournment of 

the session of the Board of Review at which assessments for the subsequent year or years of the 

same general assessment period, as provided in Sections 9-125 through 9-225, 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 such subsequent year or years 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 OR YEARS. A separate petition and 

evidence must be filed for each of the remaining years of the general assessment period. 
 

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. 
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AGENCY 

 

State of Illinois 

Property Tax Appeal Board 

William G. Stratton Building, Room 402 

401 South Spring Street 

Springfield, IL  62706-4001 

 

APPELLANT 

 

Ronald L. Boorstein, by attorney: 

Brian S. Maher 

Weis, DuBrock, Doody & Maher 

1 North LaSalle Street 

Suite 1500 

Chicago, IL  60602-3992 

 

COUNTY 

 

Lake County Board of Review 

Lake County Courthouse 

18 North County Street, 7th Floor 

Waukegan, IL  60085 

 

 



 
FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/8-11   

 
 

APPELLANT: TRG II LLC 
DOCKET NO.: 06-00997.001-I-3 
PARCEL NO.: 03-02-22-400-009   
 
 

 
The parties of record before the Property Tax Appeal Board are 
TRG II LLC, the appellant, by attorney Clark R. Mills of Mills 
Law Office in Springfield; the Kankakee County Board of Review; 
and Manteno Community Unit School District No. 5, intervenor, by 
attorneys Frederic S. Lane and Scott L. Ginsburg of Robbins 
Schwartz Nicholas Lifton & Taylor, Ltd., Chicago. 
 
Based on the facts and exhibits presented, the Property Tax 
Appeal Board hereby finds no change in the assessment of the 
property as established by the Kankakee County Board of Review 
is warranted.  The correct assessed valuation of the property is: 
 

LAND: $467,646 
IMPR.: $8,460,453 
TOTAL: $8,928,099 

 
Subject only to the State multiplier as applicable. 
 

 
ANALYSIS 

 
The subject property is improved with a one-story distribution 
warehouse that contains approximately 566,973 square feet of 
building area.1

                     
1 Salisbury, the appellant's appraiser, estimated the subject had 570,979 
square feet of building area while Brorsen, the board of review and 
intervenor's appraiser, estimated the subject had 566,973 square feet of 
building area.  The Board finds Brorsen's testimony with respect to 
establishing the total size of the subject building was more persuasive than 
the evidence provided by the appellant. 

  The building was constructed in 1999 and is 
approximately 7 years old.  The building is steel frame 
construction over poured concrete floors with exterior walls 
composed of concrete tilt-up panels.  The subject has a clear 
ceiling height of approximately 41 feet and has 84 dock doors at 
bed level.  The interior of the building is divided into sections 
by metal clad walls.  The warehouse area is divided into three 
sections with Section 1 and Section 2 containing 122,726 square 
feet and 248,196 square feet, respectively, having a constant 
temperature of 70 degrees.  Section 3 has 187,048 square feet and 
is maintained at a temperature of 40 degrees.  The subject has 
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approximately 12,180 square feet of office area.  The entire 
facility is air conditioned and has a wet sprinkler system.  Site 
improvements included asphalt drives, asphalt parking, concrete 
for trailer parking and loading docks, sidewalks, curbs, exterior 
lighting and a chain link fence around the perimeter of the 
property.  The subject has a 50.11 acre (2,182,791 square foot) 
site resulting in a land to building ratio of approximately 
3.82:1.  The property is located in Manteno, Manteno Township, 
Kankakee County. 
 
The appellant, through counsel, appeared before the Property Tax 
Appeal Board contending overvaluation as the basis of the appeal.  
In support of this argument the appellant submitted a narrative 
appraisal prepared by J. Edward Salisbury of Salisbury & 
Associates, Inc., Taylorville, Illinois, estimating the subject 
property had a market value of $17,100,000 as of January 1, 2006.  
The appraisal was marked as Appellant's Exhibit No. 1.  The 
parties stipulated to Salisbury's qualifications to give opinion 
testimony. 
 
Salisbury was called as a witness and initially testified that 
the narrative appraisal contained the following errors: 
 

Page 13 - the fifth bullet point where the scope states the 
purpose is to value an asset as part of a trust. 
 
Page 31 - second paragraph stating the subject is improved 
with a manufacturing facility. 
 
Page 37 - third line stating rental listing has 100 square 
feet of refrigerated space, where it should read 100,000 
square feet. 
 
Page 38 - under Location the last sentence should end by 
reading "negative adjustment."   
 
Page 51 - the office area for comparable sale #3 should read 
"8.07%" not "12.39%". 
 
Page 68 - the next to last column should reflect an office 
area for comparable sale #3 of 8.07%.   
 
Page 75 - item number 8 should read that "some" of the 
interior and exterior of the comparable properties were 
personally inspected. 

 
Salisbury testified the owner of the subject property is TRG.  
TRG entered a contract with Mars Chocolate (Mars) to build a 
distribution center based on Mars' own plan and design.  TRG then 
built the subject building and entered one agreement to lease the 
land, building and racking systems in the warehouse to Mars.  TRG 
also entered a second agreement with Mars to provide Mars with 
TRG's own personnel to do the warehousing inside the property.  
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Salisbury testified he valued the fee simple estate meaning the 
property is not encumbered with any extraordinary circumstances 
or leases that would impact the value of the property.  In 
estimating the market value of the subject property the 
appellant's appraiser did not utilize the cost approach to value 
because of the inability to find sales of buildings similar to 
the subject in age with refrigerator or cooler space which would 
have allowed him to abstract depreciation from the market.  He 
explained the industrial properties depreciate rapidly in the 
early years of their life.  Because he could not properly 
calculate depreciation he did not develop the cost approach.  
Salisbury's appraisal further indicated the cost approach was not 
developed due to few land sales in the area.   
 
The first approach to value developed by Salisbury was the income 
approach to value.  He testified the subject is a combination of 
cooled and refrigerated warehouse space; therefore, it was 
important to him to locate properties that were similarly used.  
As a result Salisbury did a nation-wide search for income 
comparables and comparable sales of distribution warehouses that 
either had refrigeration, freezer or cooler space.  Salisbury 
testified he performed an Internet search and contacted other 
appraisers that he trades information with to identify comparable 
properties.  The rentals he used contained freezer or cooler 
space.  
 
Salisbury identified one comparable rental and seven rental 
listings.  The comparables were located in Hazelwood, Missouri; 
Manteno, Illinois; Superior, Wisconsin; East Peoria, Illinois; 
Madison, Illinois; Charlotte, North Carolina; Beaumont, Texas; 
and Montoursville, Pennsylvania.  The buildings ranged in size 
from 76,390 to 371,363 square feet of building area and in age 
from 15 to 40 years old.  The appraisal indicated the comparables 
had refrigerated, cooler or freezer space ranging from 29,225 to 
approximately 150,000 square feet.  Rental #1 had a five year 
lease that began in March 2002 for $2.72 per square foot, net.  
The remaining comparables had asking rentals ranging from $1.50 
to $4.25 per square foot.  The appraisal indicated that Salisbury 
made qualitative adjustments to the rental comparables for 
location, age, size, office area and terms.  Salisbury estimated 
the subject would have a market rent of $3.50 per square foot 
resulting in a potential gross income of $1,998,427.  
 
Salisbury next estimated the subject would experience a 10% 
vacancy and credit loss resulting in an effective gross income of 
$1,798,584.  The appellant's appraiser also estimated the owner 
would incur expenses of 10% of the effective gross income to keep 
the property occupied resulting in a net operating income of 
$1,618,726.   
 
The witness testified he developed an overall capitalization rate 
from market abstraction using 11 comparables.  The appraisal 
indicated the comparables had overall rates ranging from 9.8% to 
21.9%.  Salisbury also testified he has normal national market 
abstracted rates in his office from the Appraisal Institute, 
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Korpacz, and Realty Rates.  The data from these publications were 
not included within the appraisal.  Salisbury estimated the 
overall capitalization rate to be 10%.  Capitalizing the net 
income by 10% resulted in an estimated value under the income 
approach of $16,200,000.   
 
The final approach developed by Salisbury was the sales 
comparison approach wherein he used eleven comparable sales 
located in Manteno, Illinois; Memphis, Tennessee; East Peoria, 
Illinois; Urbandale, Iowa; Lincoln, Nebraska; Northfield, 
Minnesota; New Hampton, Iowa; La Crosse, Wisconsin; Minneapolis, 
Minnesota; Charlotte, North Carolina; and Superior, Wisconsin.  
The buildings ranged in size from 155,699 to 1,093,776 square 
feet of building area and in actual or weighted ages from 14 to 
35 years old.  The comparables had ceiling heights ranging from 
17.5 to 45 feet and office space ranging from 1.31% to 9.00% of 
building area.  The land to building ratios ranged from 1.78:1 to 
10.23:1.  The comparables had refrigerated/cooler/freezer space 
ranging in size from approximately 55,516 to 400,555 square feet 
of building area.  The sales occurred from August 2000 to May 
2006 for prices ranging from $3,000,000 to $24,500,000 or from 
$9.19 to $23.12 per square foot of building area.  Salisbury 
testified these sales were used because they had some 
refrigerator and/or freezer space in them.  He further testified 
there were distribution warehouses in Edwardsville that he could 
have used but they were strictly distribution warehouses and did 
not have refrigerated space.  Salisbury also testified there are 
other distribution warehouses located along I-55 at Joliet going 
into Cook County; he was of the opinion these had a superior 
location plus he did not know if any had refrigerated space.   
 
Salisbury's report indicated he made qualitative adjustments to 
the sales to account for sale date, location, size, land to 
building ratio, age, clear ceiling height and office space.  
Salisbury estimated the subject had an indicated value under the 
sales comparison approach of $30.00 per square foot of gross 
building area or $17,100,000, rounded. 
 
The witness testified that at the time of the report a later sale 
of the subject property was not available.2

 

  He testified if the 
sale was available he would have addressed it in the report.  He 
did not consider the sale of the subject to be arm's length 
because with the sale went the lease to Mars.  He testified that 
the subject was built to suit and would have had to have a long-
term lease, although he didn't have the numbers for the term of 
the lease. 

In reconciling the two approaches Salisbury stated within the 
report some weight was given the income approach and considerable 
weight was given the sales comparison approach.  Salisbury's 
final estimate of value was $17,100,000 as of January 1, 2006. 
 
                     
2 Evidence subsequently presented by the intervenor disclosed the subject sold 
in August 2008. 
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Under cross-examination Salisbury testified he was not a 
designated member of the Appraisal Institute.  Salisbury 
testified Property Tax Services of Illinois, Inc. was his client.  
He further testified that his fee was not conditioned upon the 
taxpayer receiving a reduction in their assessment.  He testified 
that when he first does an initial review before he is retained 
as an appraiser he normally gives the client a broad range of 
value for the subject property.  He explained he provides a 
potential client with a fee quote, which is a bid letter, stating 
what the fee would be to do an appraisal and a value range based 
on the information and the data banks within his office.  The 
witness testified that in the alternative he would send a letter 
explaining that based on the value range it would be of no use 
for the client to hire him and, therefore, he could not do the 
appraisal.3

 
    

Salisbury was questioned about the definition of market value in 
the letter of transmittal dated May 21, 2007 that is attributed 
to the Uniform Standards of Professional Appraisal Practice.  He 
was shown a copy of page 4 from the Uniform Standards of 
Professional Appraisal Practice and Advisor Opinions 2006 
Edition, marked as Intervenor's Exhibit D, and agreed it did not 
have such a definition of market value.  Salisbury did not know 
whether his citation to the Code of Federal Regulation on page 12 
of his report was incorrect.   
 
Salisbury testified that the map on page 7 of his report did not 
depict the proper location of the subject property.  Salisbury 
also explained that the data on pages 19 through 22 of his 
appraisal regarding area and city analysis was from a State of 
Illinois agency.  This section of the appraisal contained 
numerous misstatements about Manteno.  Salisbury also agreed page 
30, third paragraph, last sentence describing the subject as a 
manufacturing plant was an error.   
 
Salisbury agreed that his only actual rental was constructed in 
1966, is half the size of the subject and was located in 
Hazelwood, Missouri.  Only three rental listings were located in 
Illinois with two being located approximately 100 and 250 miles 
from the subject.  Salisbury's rental listing #2 was the same 
property as his comparable sale #11.  On page 38 of his report 
Salisbury determined rental listing #2 had an overall adjustment 
of equal; however, on page 69 of his report he gave a positive 
adjustment to sale #11.  Salisbury also agreed his statement on 
page 38 that the rentals were leased fee estates was in error 
because only one was rented.   
 
With respect to the vacancy rate of 10%, Salisbury testified he 
did not prepare a study for the subject's area.  Salisbury 

                     
3 At the hearing the intervenor submitted Intervenor's Exhibit B, a portion of 
a transcript from a hearing before the Property Tax Appeal Board from another 
appeal, to impeach Salisbury's testimony regarding whether his fee is 
contingent on valuing a property within a particular range.  The Board finds 
the testimony in both matters is consistent.  
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testified that he developed the capitalization rate using market 
extraction.  He further agreed that the sales used to extract the 
capitalization rate and the wording in the instant appraisal was 
the same as used in two other appraisals even though the 
buildings differed in size, use and the effective dates of the 
appraisals were not the same.  The witness also agreed that in 
extracting the capitalization rate only five comparables had 
actual leases and actual sales prices with the remaining 
properties being rental listings, asking prices or a combination 
of both.  Salisbury also testified that the sales prices and 
rentals of properties on the I-55 corridor north of Joliet are 
higher than in the Kankakee area.  With respect to Salisbury's 
capitalization rate comparable #8, testimony disclosed that 
Alpine Bank obtained a Sheriff's Deed in September 2002 for a 
price of $1,500,000 and sold the property in November 2003 for a 
price of $1,650,000. 
 
With respect to the comparable sales approach Salisbury testified 
he could make adjustments for freezer space, refrigerator space 
and other types of climate control space but he could not make 
those adjustments with respect to those facilities located along 
the I-55 corridor north of Joliet.  Salisbury agreed that his 
comparable sale #1 was located in Manteno and had freezer space.  
This property sold most per square foot but he did not rely upon 
the sale.  Sale #2 was located in Memphis, Tennessee, with a 
freezer building that was built in 1966.  Salisbury stated in his 
report the refrigerated space was removed and converted to 
conventional warehouse space after the sale.  Salisbury agreed 
sale #3 occurred six years before the assessment date.  Salisbury 
agreed sale #4 was located in a suburb of Des Moines, Iowa.  Sale 
number 6 was located in Lincoln, Nebraska, and was reported to 
have sold in December 2002 for a price of $3,675,000.  Salisbury 
was not aware of any purported sale of this property that 
allegedly occurred in August 2006 for a price of $5,850,000 as 
referenced in Intervenor's Exhibit M.  Salisbury testified that 
sale #7 was located approximately 347 miles from the subject 
property.  The witness testified sale #8 was located 
approximately 327 miles from the subject property.  Salisbury 
agreed sale #9 was significantly older than the subject building.  
Salisbury testified sale #10 was located approximately 740 miles 
from the subject property and was in excess of 1,000,000 square 
feet of building area.  Sale #11 was located 512 miles from the 
subject property.  Salisbury agreed that he had not seen most of 
the sales used in the report. 
 
The board of review submitted its "Board of Review Notes on 
Appeal" wherein its final assessment of the subject totaling 
$8,928,099 was disclosed.  The subject's assessment reflects a 
market value of $26,651,042 using the 2006 three year median 
level of assessments for Kankakee County of 33.50%.  Kankakee 
County Assistant State's Attorney Teresa Kubalanza stated that 
the board of review had submitted an appraisal prepared by Andrew 
Brorsen in support of its contention of the correct assessment.  
She stated the intervenor submitted the same appraisal and the 
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board of review was deferring to the intervenor to present the 
appraisal. 
 
Manteno Community Unit School District No. 5, intervenor, 
submitted a narrative appraisal prepared by Andrew Brorsen of 
Brorsen Appraisal Service, P.C., Kankakee, Illinois in support of 
its contention of the correct assessment of the subject property.  
Brorsen estimated the subject property had a market value of 
$28,000,000 as of January 1, 2006.  Based on the appraised value 
the school district requested the subject's assessment be 
increased to $9,332,400 to reflect the appraised value. 
 
The school district called Brorsen as its witness.  Brorsen has 
been an appraiser for 37 years and has the Member of the 
Appraisal Institute (MAI) designation and is a State of Illinois 
Certified General Real Estate Appraiser.  Brorsen is a certified 
instructor for the Uniform Standards of Professional Appraisal 
Practice (USPAP).  Brorsen testified he has appraised one or two 
distribution warehouses in the same market area as the subject 
property.  He further testified he has appraised over 100 
industrial properties. 
 
Brorsen testified USPAP did not have a definition of market value 
on January 1, 2004 and January 1, 2006.  
 
The school district's appraiser identified Intervenor's Exhibit 
No. 1 as the appraisal report he prepared on the subject 
property.  The witness testified he personally inspected the 
subject property on April 17, 2008.  He was provided a tour of 
the facility in which measurements were taken and he was shown 
building or architectural plans.  He also obtained information 
from the Manteno Township Assessor's Office, the Kankakee County 
Assessor's Office, the Recorder's Office and GIS information on-
line.   
 
Brorsen was of the opinion the subject property competes with 
properties throughout Kankakee County and the adjacent counties 
of Will and Cook.  The witness explained the subject property is 
located outside the city limits of the Village of Manteno.  The 
witness explained the subject is located adjacent to the Illinois 
Diversatech Campus (IDC), which is an industrial park.  He was of 
the opinion that this has a positive impact because the subject 
enjoys all the benefits of being in an industrial park even 
though it is adjacent to the park.   
 
The witness testified the subject is used as a distribution 
warehouse for Mars Candies.  He was of the opinion the subject 
had 50.11 acres of land and approximately 567,000 square feet of 
building area.  He calculated the subject had approximately 
12,180 square feet of office space, which was adequate for a 
distribution warehouse.  He further testified the subject has 
locker rooms, a sprinkler system, a security system, perimeter 
fencing and rail service.  The appraiser testified the subject 
has a ceiling height of 41 feet and about 80 truck dock doors.  
Brorsen also indicated the subject is climate controlled with two 
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main bays maintained at 70 degrees and one section of cooler 
space maintained at 40 degrees.  Brorsen was of the opinion the 
climate control features enhance the value of the subject.  He 
further stated the subject was approximately seven years old and 
was in good condition. 
 
Brorsen testified he appraised the fee simple interest and the 
highest and best use of the subject as improved was its present 
use as a distribution warehouse.  Brorsen testified he estimated 
the subject had a market value of $28,000,000 as of January 1, 
2006.  Subsequent to completion of the appraisal Brorsen became 
aware the subject sold in August 2008 for a price of $33,450,000.  
He identified Intervenor's Exhibit No. 2 as the Illinois Real 
Estate Transfer Declaration (PTAX-203) associated with the sale.  
The witness stated the transfer declaration did not indicate 
there was any personal property included in the purchase price.   
 
Brorsen developed the three approaches to value in estimating the 
market value of the subject property.  The first approach to 
value developed by the appraiser was the cost approach.  The 
witness was of the opinion the subject improvement was relatively 
new and the cost approach was appropriate.  The initial step was 
to estimate the value of the land using 8 comparable land sales 
that ranged in size from 3.94 to 27.42 acres.  The comparables 
sold from March 2002 to September 2005 for prices ranging from 
$125,000 to $1,233,900 or from $17,171 to $45,000 per acre.  The 
report indicated the comparables had adjusted prices ranging from 
$31,562 to $52,655 per acre.  The appraiser estimated the subject 
land had a market value of $40,000 per acre or $2,004,400. 
 
The appraiser estimated the replacement cost new of the 
improvements using the Marshall Valuation Service.  The witness 
testified the base cost was selected from Section 14 for a Class 
C building with average to low quality.  He added components for 
heating and cooling, the sprinkler system, a story height 
multiplier, a floor area-perimeter multiplier, a current cost 
multiplier, a local multiplier and an entrepreneurial profit to 
arrive at a final cost estimate of $56.54 per square foot of 
building area and a total building cost new of $32,058,326.  To 
this amount the appraiser added $4,833 for lump sums to arrive at 
a total replacement cost new of $32,063,159.  Adding the site 
improvements resulted in a replacement cost new estimate of 
$33,909,141.  The witness was of the opinion the subject suffered 
from no functional and no economic obsolescence.  He calculated 
physical depreciation for the building improvements using the 
age/life method using an age of seven years and a total life of 
40 years resulting in 17.5% depreciation or $5,611,053.  The 
appraiser also calculated depreciation for the site improvements 
of $431,026.  After deducting depreciation and adding the land 
value resulted in an estimated value under the cost approach of 
$29,872,000, rounded. 
 
The next approach to value developed by the appraiser was the 
income approach to value.  The appraiser estimated the market 
rent using eight rental comparables located in Romeoville, 
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Bolingbrook and Manteno, Illinois.  The report described six 
comparables as distribution warehouses and two comparables as 
light manufacturing climate controlled buildings.  The 
comparables were located in buildings with rentable areas ranging 
from 57,600 to 541,123 square feet.  The comparables were from 
37.5% to 100% leased with rental rates ranging from $3.40 to 
$5.52 per square foot of building area.  The report indicated 
that the distribution warehouses located in Will County were not 
reported to have climate control space and were adjusted upward.  
The report indicated most emphasis was given to rentals 7 and 8, 
located in Kankakee, which exhibit similar features to the 
subject improvement.  These two comparables were light 
manufacturing buildings with 57,600 and 98,560 square feet of 
building area, respectively.  Based on this data the appraiser 
was of the opinion the subject had a market rent of $4.25 per 
square foot of building area resulting in a potential gross 
income of $2,409,635.  The report further indicated that using a 
five year lease and estimating the subject would take six to nine 
months to lease, the vacancy rate would be 10% to 15%.  Using a 
ten-year lease the subject would have a vacancy rate of 5% to 
7.5%.  The appraiser chose to use 5% as the subject's vacancy 
rate.  Deducting the loss in rent due to vacancy from the 
potential gross income resulted in an effective gross income of 
$2,289,153.  In estimating management expenses the school 
district's appraiser stated in the report that typical management 
expenses are between 3% and 7% of effective gross income.  The 
appraiser used a management fee of 3%.  The appraiser also 
deducted 1% of effective gross income for operating expenses and 
2.5% of effective gross income for reserves.  After making these 
deductions the appraisal report indicated the subject had a net 
income of $2,392,165, which was in error. 
 
The school district submitted Intervenor's Exhibit 1-A, which 
included corrected pages 2, 34, 37, 40, 44 and 46 of Brorsen's 
appraisal.  The exhibit also included data for Brorsen's rentals 
1 through 6.  During testimony the appraiser testified the 
corrected net income should be $2,140,358 as shown on page 34 of 
Intervenor's Exhibit 1-A. 
 
The final step under the income approach was to estimate the 
capitalization rate used to capitalize the subject's net income.  
Using the mortgage equity technique the appraiser estimated a 
capitalization rate of 8.74%.  The appraiser indicated in the 
report that market surveys reported overall capitalization rates 
during the 4th quarter of 2005 ranging from 5.50% to 9.0% with a 
quarterly average of 7.29%, which was similar to the 3rd quarterly 
average of 7.57%.  Brorsen was of the opinion this supported the 
mortgage equity analysis.  The appraiser did not utilize the 
market extraction method to estimate the capitalization rate.  In 
the appraisal the school district's witness utilized a 
capitalization rate of 8.74% to arrive at an estimated value 
under the income approach of $27,383,000.  During the hearing the 
witness explained this was in error due to the use of the 
incorrect net income.  Using the corrected estimated net income 
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resulted in an estimate of value under the income approach of 
$24,500,000 as shown on page 37 of Intervenor's Exhibit 1-A. 
 
The witness testified that in most cases he was not able to 
verify some of the terms of the rental data associated with the 
first six comparables.  During the hearing the appraiser 
testified that the rental comparable sheets for rentals 1 through 
6 were not included in the appraisal report marked as 
Intervenor's Exhibit No. 1.  The appraiser selected rental 
comparables 7 and 8 because they were two local rentals with 
climate control space.  Rentals 1 through 6 were distribution 
warehouses like the subject with rentals 1 through 3 being 
similar in size.  The witness testified the income approach 
provided supportive weight to his conclusion of value. 
 
The final approach to value developed by Brorsen was the sales 
comparison approach.  The witness testified he located four local 
sales that he did not perform a comparison analysis on because of 
the differences in size from the subject.  The appraiser then 
expanded his search to include adjacent Will County where he 
located ten comparable sales located along the I-55 corridor and 
I-57.  The comparables were located in University Park, Joliet 
and Romeoville, Illinois.  The comparables were described as 
being composed of eight distribution warehouses and two 
manufacturing buildings with some warehouse area.  The 
comparables ranged in size from 405,844 to 541,123 square feet of 
building area and in age from one to nine years old.  The 
comparables had sites ranging in size from 18.28 to 37.47 acres 
with land to building ratios ranging from 1.95:1 to 3.28:1.  The 
comparables had office space ranging from 1.0% to 3.0% of 
building area and wall heights ranging from 24 to 32 feet.  The 
sales occurred from July 2004 to December 2006 for prices ranging 
from $13,125,000 to $63,600,000 or from $31.87 to $122.81 per 
square foot of building area, including land.  Excluding 
comparable #1, the sales prices ranged from $13,125,000 to 
$24,250,000 or from $31.87 to $57.00 per square foot of building 
area, land included.  Using these sales the appraiser estimated 
the subject had a market value of $50.00 per square foot of 
building area, including land. 
 
During the hearing the appraiser testified the table on page 40 
of Intervenor's Exhibit No. 1 misstated ages of comparables #6 
and #7.  The corrected ages were 3 and 2 years, respectively. 
 
The witness further testified his comparable sale #1 was reported 
to include $16,000,000 in personal property.  If this is deducted 
the price of the building was reduced to $91.00 per square foot 
of building area, land included.  The witness testified 
comparable sale #1 was climate controlled.  Brorsen further 
testified the seller reported this sale had a capitalization rate 
of 7½%.  Brorsen was not able to verify the net rent or the 
rental terms but working backwards from the sale price and 
capitalization rate he calculated a rent of $9.21 per square 
foot.  The witness testified comparable sale #1 was located in 
University Park, which is the next to anindustrial market north 
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of the subject along I-57, approximately 10 miles from the 
subject. 
 
The witness testified he viewed all the comparables and the 
comparables located in Joliet and Romeoville/Bolingbrook are 
located from approximately 30 to 35 miles from the subject 
property.  The witness further testified he placed most emphasis 
on sales #5 and #9, which sold in November 2005 and August 2004 
for unit prices of $48.48 and $43.15 per square foot of building 
area, including land. 
 
In reconciling the three approaches to value, Brorsen stated the 
cost approach sets the upper level of value indications, the 
income approach was given supportive weight and the sales 
comparison approach was given most emphasis.  Brorsen estimated 
the subject property had a market value of $28,000,000 as of 
January 1, 2006. 
 
Under cross-examination Brorsen testified the supply/demand 
analysis on page 17 of his report was from Chris Curtis, a local 
industrial broker.  His report indicated the vacancy level 
considers only that space that is being offered by brokers.  The 
witness agreed there may be some space not offered by brokers not 
accounted for in the survey. 
 
Under the land sales data on page 22 of his appraisal the witness 
agreed only three were located in Manteno with the last sale 
occurring in March 2003.  Using these three sales Brorsen agreed 
there was a size-to-price regression.   
 
With respect to the rental data contained in Intervenor's Exhibit 
1-A, Brorsen indicated the Lessee was stated to be "confidential" 
for rental comparables 1 through 6.  For each of these rental 
comparables Brorsen also indicated as "unknown" the commencement, 
expiration, length of term and options.  Brorsen also agreed that 
only portions of rentals 1, 4 and 5 were leased.  Brorsen also 
agreed that his report stated most emphasis was given rental 
comparables 7 and 8.  The witness agreed that rental comparable 7 
was built to suit and the lease expired in 2003.  This building 
contained 57,600 square feet compared to the subject's estimated 
size of 567,000 square feet.  Brorsen's rental comparable 8 has 
98,560 square feet.  On page 38 of his appraisal, Brorsen listed 
rental comparables 7 and 8 as sales in Kankakee that he chose not 
to use because of the amount of adjustments he would have to 
apply. 
 
With respect to the comparable sales used in the appraisal, 
Brorsen agreed that nine of the ten comparables were leased at 
the time of sale.  The report indicated that comparable sales 1, 
5, 6, 7, 8, 9 and 10 were 100% leased or occupied at the time of 
sale.  The report further indicated that comparable sales 3 and 4 
were 43.4% and 50% leased for $2.95 and $3.85 per square foot of 
building area, respectively; the appraiser had no information on 
the remaining space in these comparables.  Brorsen agreed that a 
purchaser may be purchasing an income stream on these properties.   



Docket No: 06-00997.001-I-3 
 
 

 
12 of 16 

 
Brorsen testified that there was insufficient evidence to support 
a reliable adjustment between the I-57 and I-55 sub-markets of 
Will County and Manteno.  The witness also testified that sale #2 
sold in June 2003 and again in November 2006 indicating an 8.6% 
annual increase.  He testified he did not examine whether there 
had been changes to the property between the sale dates.  The 
appraiser relied on CoStar Comps for the data used on the 
comparable sales and he did not personally verify with any of the 
parties or their agents the terms of the sales. 
 
The appraiser agreed that he valued the subject as fee simple 
unencumbered.  He further agreed that a property is encumbered 
with a lease at the time of sale if a lease is in place.  Brorsen 
further stated based on the information he was able to confirm 
leases were in place at the time nine out of ten of his 
comparable sales sold.  He stated the sales were investment type 
properties.  Attributing the rental reported for the portions of 
comparable sales #3 and #4 that were leased at the time of sale, 
Brorsen calculated capitalization rates of 9.17% and 11.0%, 
respectively.   
 
Brorsen assumed the subject was built to suit and that there was 
a relationship between the company that operates it and Mars 
Candy Company.  With respect to the 2008 sale of the subject 
reflected on Intervenor's Exhibit #2, Brorsen indicated he had 
not talked to the buyers or sellers associated with the sale.  He 
further testified that the property was still occupied in the 
same manner as it was prior to the sale.   
 
With respect to the land sales on page 22 of his report and the 
adjusted prices quoted on page 23 of the report, Brorsen agreed 
the report does not contain the adjustment process, the mean, 
median and mode of the sales.   
 
Brorsen testified he used the age/life method to determine 
depreciation which is straight line depreciation.  He testified 
his experience was that industrial properties depreciate on a 
straight line basis.  He also stated that if nothing is done to 
the property its useful life would be done at the end of 40 
years. 
 
The witness further indicated he inspected the exterior of his 
comparable sales.  The witness also agreed that the largest 
rental comparables, with 541,123 and 453,568 square feet, that 
were 100% leased had rentals of $3.45 and $3.40 per square foot 
of building area, respectively.   
 
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 the assessment of the 
subject property. 
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The appellant argued overvaluation as the basis of the appeal.  
Except in counties with more than 200,000 inhabitants that 
classify property, property is to be valued at 33⅓% 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 that the appraisal submitted on 
behalf of the Kankakee County Board of Review and Manteno 
Community Unit School District No. 5 is supportive of the market 
value reflected by the assessment of the subject property and no 
change is justified. 
 
On this record the Board finds the appraisal prepared by Brorsen 
and submitted by the Kankakee County Board of Review and Manteno 
Community Unit School District No. 5 is superior to that prepared 
by Salisbury that was submitted on behalf of the appellant.  The 
Board finds the data used by Brorsen was superior to that used by 
Salisbury.  Additionally, the Board finds Salisbury's appraisal 
had errors which tended to undermine the credibility of the 
report.  
 
Initially, the Board finds the subject building was approximately 
seven years old as of the assessment date.  Of the two 
appraisers, only Brorsen developed the cost approach to value.  
Under the facts of this appeal, particularly the age of the 
subject building, the Board finds the inclusion of the cost 
approach adds some credence to Brorsen's conclusion of value, 
even though he stated this approach sets the upper limit of 
value.  In reviewing Brorsen's cost approach to value the Board 
finds he appears to have overstated the land value at $40,000 per 
acre.  There were three land sales located in Manteno that sold 
for unit prices ranging from $17,171 to $32,614 per acre.  
Although these were older sales and the parcels were 
significantly smaller than the subject site, the Board finds that 
these were indicative of land values in the subject's immediate 
area.  The two sales that sold most proximate in time to the 
assessment date were located in Kankakee and were smaller than 
the subject with 6.75 and 7.18 acres.  The sales occurred in June 
2005 and September 2005 for prices of $36,393 and $30,000 per 
acre, respectively.  The Board finds these two sales also 
indicate Brorsen's estimated land value of $40,000 per acre was 
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excessive.  In conclusion the Board finds Brorsen's inclusion of 
the cost approach to value gives some credibility to his 
conclusion of value. 
 
With respect to the income approach to value the Board finds 
Brorsen's use of comparable rentals located in closer proximity 
to the subject than those used by Salisbury were superior in 
estimating market rent.  Ultimately Brorsen estimated the subject 
had a market value under the income approach of $24,500,000, 
which is approximately $2,151,000 below the market value 
reflected by the subject's assessment. 
 
With respect to the sales comparison approach the Board again 
finds Brorsen's use of sales located within 35 miles of the 
subject property were superior to the comparable sales selected 
by Salisbury that were located throughout the United States.  
Eight of the comparable sales selected by Brorsen were described 
as distribution warehouses.  Additionally, the comparables were 
relatively similar to the subject in age, size, percent of office 
area, ceiling height and land to building ratio.  Excluding sale 
#1, which seems to be an outlier, the comparables had a 
relatively tight price range from $31.87 to $57.00 per square 
foot of building area, including land.  The Board finds, however, 
that nine of the ten comparables selected by Brorsen were leased 
at the time of sale.  The fact that the comparables were leased 
at the time of sale would indicate the purchase prices may be 
reflective of more than just the real property and negative 
adjustments would be needed.  Nevertheless, the Board finds the 
sales contained in Brorsen's appraisal support the subject's 
assessment which reflects a market value of approximately 
$26,651,042 or $47.00 per square foot of building area, including 
land, using the 2006 three year median level of assessments for 
Kankakee County of 33.50%.   
 
The record contained evidence that the subject sold in August, 
2008.  However, the Board gave this evidence no weight in 
determining the subject's assessment as of January 1, 2006.  The 
purported sale of the subject occurred approximately 32 months 
after the assessment date at issue.  Additionally, Salisbury 
testified that the subject was built to suit and with the sale 
went a long term lease to Mars, which calls into question the 
arm's length nature of the transaction or whether the price was 
indicative of the market value of the real estate.  Based on this 
record the Board gave no weight to the August 2008 sale of the 
subject in arriving at its conclusion of the correct assessment 
as of January 1, 2006. 
 
In conclusion, after considering the respective estimates of 
value developed by Brorsen using the cost approach, income 
approach and the sales comparison approach, the Board finds the 
assessment of the subject property as established by the Kankakee 
County Board of Review is correct and no change is justified. 
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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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DISSENTING: 
 

  
  

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper 
of the Records thereof, I do hereby certify that the foregoing is a 
true, full and complete Final Administrative Decision of the 
Illinois Property Tax Appeal Board issued this date in the above 
entitled appeal, now of record in this said office. 
 

 

Date: August 19, 2011   

 

 

   

 Clerk of the Property Tax Appeal Board  
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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. 
 



(Continued on Next Page)

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 McLean County Board of Review is
warranted. The correct assessed valuation of the property is:

LAND: $ 120,182
IMPR.: $ 1,823,773
TOTAL: $ 1,943,955

Subject only to the State multiplier as applicable.

PTAB/smw/05-00346/4-08

1 of 21

PROPERTY TAX APPEAL BOARD'S DECISION

APPELLANT: Famous Barr #47
DOCKET NO.: 05-00346.001-C-3
PARCEL NO.: 21-02-126-010

The parties of record before the Property Tax Appeal Board are
Famous Barr #47, the appellant, by attorneys Gregory J. Lafakis
and Ellen Berkshire of The Law Offices of Liston & Lafakis, P.C.,
Chicago; the McLean County Board of Review; and Bloomington
Public School Dist. No 87, intervenor, by attorney John L. Pratt
of Pratt and Pratt, P.C., Bloomington.

The subject property consists of a 96,267 square foot site
improved with a two-story anchor department store that contains
151,018 square feet. The subject building was constructed in
1999 and has steel framing that supports concrete block walls
with stucco exterior. The store has clear ceiling heights of 12
to 16 feet. The first floor contains 76,393 square feet and the
second level contains 74,625 square feet. The second floor also
has approximately 24,000 square feet of unfinished area. The
property is one of the anchor stores at the Eastland Mall in
Bloomington.

The issue in this appeal is the determination of the correct
market value of the subject property for assessment purposes as
of January 1, 2005.

The appellant contends the assessment of the subject property is
excessive and not reflective of the property's market value. The
appellant contends the subject property had a market value of
$5,100,000 as of January 1, 2005. In support of this argument
the appellant submitted an appraisal of the subject property
prepared by J. Edward Salisbury ("Salisbury") of Salisbury &
Associates, Inc.

Salisbury was called as the appellant's first witness. Salisbury
is a State of Illinois Certified General Real Estate Appraiser.
Salisbury also has the Certified Illinois Assessment Officer
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(CIAO) designation from the Illinois Property Assessment
Institute and the Certified Assessment Evaluator (CAE)
designation awarded by the International Association of Assessing
Officers (IAA0). Salisbury has previously appraised 10 to 15
anchor stores associated with regional malls.

Salisbury identified Taxpayer's Exhibit No. 1 as the appraisal of
the subject property he had prepared. The appraisal was
described as a summary report of a limited appraisal. The
witness explained that a limited appraisal means that he made a
departure from the Uniform Standards of Professional Appraisal
Practice (USPAP) by electing not to use the cost approach, one of
the three approaches to value. Salisbury testified he did not
use the cost approach because anchor stores are unique and in
malls create their own market. He explained that anchor stores
tend to sell for about the same price regardless of age. The
witness testified that sales of new anchor stores would be less
representative because of the significant amount of depreciation
associated with a sale.

The appellant's appraiser testified the preferred method of
valuation of anchor stores is the sales comparison approach. He
testified there is a symbiotic relationship with anchor stores
and the malls they are associated with. According to Salisbury
malls rely on anchor stores to bring in people which in turn make
the inline stores successful. The witness explained that mall
developers first try to line up anchor stores willing to locate
in the mall to surround the inline stores. Salisbury testified
that as a result, anchor stores tend to sell in a very tight
range and rents are very consistent in a very short range.

Salisbury testified the subject property is attached to the
Eastland Mall, a very strong commercial area and the strongest
commercial area in Bloomington-Normal. Salisbury testified he
has been in the subject property a number of times but the
official inspection date was May 23, 2006, where he conducted a
full physical interior and exterior inspection. The purpose of
his appraisal was to estimate market value as of January 1, 2005.
He appraised the unencumbered fee simple interest and categorized
the subject property as an anchor store for a regional mall.
Salisbury testified the improvements were constructed in 1999 and
were approximately six years old as of January 1, 2005. He was
of the opinion the improvements were in good condition. The
witness was of the opinion the highest and best use of the
subject as improved was its continued commercial use as
developed. In estimating the market value of the subject
property Salisbury developed the income and sales comparison
approaches.

The first approach to value developed by Salisbury was the income
approach. The initial step under the income approach was to
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estimate the potential gross income using market rent. To
estimate the subject's market rent Salisbury used eleven rental
comparables. Seven of the comparables were located in the
Illinois cities of Alton, Normal, St. Charles, Bloomington and
Lincolnwood. Four of the comparables were located in either
Indiana or Michigan. Salisbury testified that the comparables
were anchor stores in regional malls. Salisbury testified his
rental comparable number 9 is located in the same regional mall
as the subject property. The appraisal indicated these
comparable rentals ranged in size from 79,216 to 161,630 square
feet of leased area. The comparables had leases that commenced
from 1990 to 2003. Six of the comparables had rents ranging from
$3.06 to $4.25 per square foot. The five remaining comparables
had a combination of base rents and rents based on a percentage
of sales. Salisbury indicated these comparables had rents
ranging from $3.34 to $3.92 per square foot. Comparable nine, an
anchor store in the Eastland Mall, had rents from 2002 through
2004 ranging from $3.38 to $3.52 per square foot. Salisbury
testified none of the rental comparables is a free-standing
building. He explained there is a difference between anchor
department stores and freestanding buildings. Salisbury
testified that freestanding buildings have different tenants and
different investment criteria than anchor department stores. He
testified big box stores have a limited number of users and these
big box tenants are not going to be anchor stores in malls.
Salisbury explained that it is critical for a mall with 90 to 150
inline stores to obtain high-quality tenants as anchors. The
appellant's appraiser explained if you have a freestanding big
box store, income can only be derived from that one property.

Salisbury also reviewed the retail sales at the subject property
from 2001 through 2005. Retail sales at the subject property
declined from $14,111,000 to $12,024,0000 from 2001 to 2005.
During this period the subject property had sales per square foot
of gross building area ranging from $93.44 to $79.62 per square
foot and sales per square foot of retail area ranging from
$114.11 to $97.24 per square foot. During the years 2003 to 2005
the subject had average sales per square foot of gross building
area of $81.39 per square foot. Salisbury compared the subjects
actual income to national and regional trends found in "Dollars
and Cent of Shopping Centers: 2004". He indicated that U.S.
median was $153.15 per square foot and the Midwestern median was
$146.08 per square foot. Salisbury acknowledged he had a
typographical error the top of page 41 of his appraisal
concerning the subject's three year average retail sales per
square foot of gross building area. Salisbury testified the
subject's sales were below the national median average.
Salisbury's report also indicated the U.S. median rent per square
foot for anchor stores was $2.85 per square foot and for
Midwestern stores the median was $2.45 per square foot.
Salisbury also reported that the United States median rent based
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on a percentage of sales was 2% with a range from 1.5% to 3%. If
the subject were leased on a percentage basis and applying the
national median of 2% to the average sales generated by the
subject from 2003 through 2005 of $12,291,000 results in a rent
of $1.99 per square foot of retail area. Salisbury testified the
subject property is performing below the data obtained from the
market. Based on this analysis Salisbury estimated the subject
property would have a market rent of $3.50 per square foot of
gross building area resulting in a potential gross income of
$528,563.

Salisbury estimated the subject property would have a vacancy and
collection loss of 5%. Deducting 5% for the vacancy and
collection loss resulted in an effective gross income of
$502,135. Salisbury also estimated that operating expenses of 5%
of effective gross income should be deducted for management of
the investment and reserves for replacement of the major
components resulting in a net operating income of $477,128.

Salisbury next estimated the capitalization rate using data from
the market and the use of the direct capitalization approach.
Salisbury also reviewed the First Quarter, 2005 edition of
Valuation of Insights and Perspectives where national market
indicators for the fourth quarter of 2004 are reported. After
considering this information, Salisbury estimated the subject
would have an overall capitalization rate of 9.5%. Capitalizing
the net income of $528,563 using the capitalization rate of 9.5%
resulted in an estimate of value under the income approach of
$5,000,000.

The next approach to value developed by Salisbury was the sales
comparison approach. He explained his report contained errors on
page 50 where he described the comparable as a one-story as
opposed to a two story building; page 55 where the property was
sold by May Department Store not Foley's to Baybrook Mall; and in
the adjustment grid on page 64. Under the sales comparison
approach Salisbury used eight comparable sales located in
Illinois, Ohio, Michigan, Texas and Colorado. The comparables
ranged in size from 94,341 to 254,720 square feet and in age from
5 to 35 years old. The sales occurred from January 2002 to July
2005 for prices ranging from $2,750,000 to $9,000,000 or from
$25.77 to $37.63 per square foot of building area. Based on
these sales Salisbury estimated the subject property had an
indicated market value under the sales comparison approach of
$34.00 per square foot of building area resulting in a total
estimate of value of $5,150,000.

Salisbury testified that none of the sales were freestanding
stores and all were associated with regional malls. He further
testified that he verified each of the sales with either the
buyer or seller. Salisbury noted that sales 1 through 5 were
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older stores while sales 6 through 8 were newer ranging in age
from 5 to 8 years old. He also noted these three sales were
associated with newer malls causing him to make a little bit of a
negative adjustment because of age.

In reconciling the two approaches to value Salisbury placed most
weight on the sales comparison approach and was of the opinion
the income approach supported the conclusion derived under the
sales comparison approach. Salisbury was of the opinion the
subject property had a market value of $5,100,000 as of January
1, 2005.

Under cross-examination Salisbury agreed the anchor store needs
are satisfactorily met by this property. Salisbury acknowledged
he did not value the subject land as vacant and did not prepare a
cost approach to value. The witness testified that the owner had
not instructed him to not prepare a cost approach to value.
Salisbury testified it was his decision to make a summary limited
appraisal. Salisbury also testified he did not know how much it
cost to build the subject building. Salisbury was shown
Intervenor's Exhibit No. 1, which was identified as a McLean
County Assessment Complaint form. The exhibit purports to be a
complaint form filed on the subject property dated January 17,
2003, contesting the 2002 assessment. Salisbury acknowledged
that page 2 of the exhibit indicated the building was constructed
in November 1999 for a construction cost of $8,845,663.

Salisbury indicated that the total economic life of anchor stores
could range from 35 to 50 years but it would be guessing as to
the total economic life. Salisbury opined, however, there would
be significant depreciation in the subject building.

Salisbury agreed that a mall needs both anchor stores and inline
stores. He testified that anchor stores have significantly
reduced rent in comparison to inline stores. Salisbury testified
that in theory the anchor stores draw shoppers and as shoppers go
from one anchor store to another they pass inline stores and stop
to shop. The witness also testified that rents for inline stores
can range from $15 to $50 per square foot while rents for anchor
stores can range from $2.50 to $4.50 per square foot.

Under the income approach Salisbury testified he did not use any
additional value other than the rent. He also acknowledged that
his vacancy allowance and expense deductions are estimates. He
also did not make any adjustments to account for operating
agreements. Salisbury acknowledged that the rents paid for his
comparables were paid to the mall owner. With respect to rental
4, the rent was calculated based on a percent of sales using 1993
retail sales. Salisbury also acknowledged rental number 6 was
located in Anderson, Indiana and was 34 years older than the
subject being constructed in 1965. He also acknowledged his
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comparable rental 9 is a Sears store located in the same mall as
the subject. This comparable was constructed in 1966 and was
recently renovated by Sears. Sears had a base rent of $245,916
per year plus a rent based on a percentage of sales. The rent
for Sears for 2002 through 2004 was $405,916, $413,002 and
$395,811, respectively. Using the 2002 rent indicates that that
Sears had sales in excess of about $17,000,000. Salisbury
acknowledge that his comparable rental number 10 had a lease
commencing in August 2003 with a base rent of $3.92 per square
foot plus a percentage if gross sales exceed $16,000,000. Under
cross-examination Salisbury acknowledge that his rental 11 was
the same property as his rental 8, which was a mistake to include
the property twice.

Salisbury acknowledged that on page 45 of his report the average
internal rate of return as reported by Valuation Insights and
Perspectives was 9.64%. Applying this internal rate of return to
the reported cost on of the improvement on Intervenor's Exhibit
No. 1 would result in an income requirement of $852,722.
Salisbury agreed that dividing his finding of net income of
$477,128 by the reported cost of $8,845,663 results in a rate of
return of 5.39%.

With respect to comparable sale number 1 Salisbury agreed this
was a Montgomery Wards located in Springfield, Illinois that was
in bankruptcy and vacant at the time of sale. Salisbury agreed
his sale number 2 was a two-story store that was a Montgomery
Wards located in Lombard vacant at the time of sale. This
building was 30 years older than the subject. Sale number 3 was
located in downtown Columbus, Ohio and was vacant at the time of
sale. This building was 10 years older than the subject. Sale 4
was located in Dearborn, Michigan and was 26 years old at the
time of sale. Sale number 5 is located in Friendswood, Texas and
is 21 years older than the subject. Sale 6 was a Lord & Taylor
store located in Littleton, Colorado. Sale 7 was also a Lord &
Taylor located in Broomfield Colorado. Sale 8 is located in
Columbus, Ohio. Salisbury indicted that he had not been to
comparable sales 5, 6, and 7.

Salisbury was question about the statement on page 34 of his
report where he opined "[t]he subject is improved with an older
building." He acknowledged, however, in 2005 the subject was in
its fifth year of operation and was relatively new. Salisbury
was questioned about the comment on page 13 of his report where
he stated, "As a check against the other approaches, the Cost
Approach was analyzed and considered, but found to contribute no
meaningful conclusions with respect to the market value of the
subject property." Salisbury acknowledged; however, he did not
develop a cost approach. Salisbury was also questioned about
page 69, number 8 under the Certification where he stated in part
that, "I have personally inspected the interior and exterior
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areas of the subject property and the exterior of all properties
listed as comparables in the appraisal report." He agreed that
this statement was wrong. Salisbury also acknowledged a typo
error in the last sentence on page 34 of his report referring to
page 15.

The board of review submitted its "Board of Review Notes on
Appeal" wherein its final assessment of the subject totaling
$2,556,666 was disclosed. The subject's assessment reflects a
market value of approximately $7,693,850 using the 2005 three
year median level of assessments for McLean County of 33.23%.
The board of review called as its witness Michael Ireland,
assessor for the City of Bloomington. Ireland submitted a packet
of information, marked as BOR Group Exhibit No. 1, to demonstrate
how the property was assessed. He testified he focused on local
market conditions, specifically local rents on larger box retail
stores. Ireland identified page A as the subject's property
record card wherein the subject's 2005 assessment totaling
$2,556,666 was disclosed. Page B was identified as the
improvement description showing the subject was a two-story
building constructed in 1999 with 75,327 ground floor square feet
and 123,295 square feet of gross usable area. Page C was
identified as a electronic sketch of the subject building. The
witness identified page D as an aerial photo of the Eastland Mall
with the subject property being identified with parcel number
126-010. Ireland testified the subject parcel encompasses
approximately 2.21 acres. Page E depicted the assessment of the
subject land and four comparables to demonstrate the land was
equitably assessed. The subject was depicted as having a land
assessment of $122,706 or $3.82 per square foot of land area.
The four land comparables ranged in size from 98,818 to 810,608
square feet and had assessments ranging from $115,701 to $936,327
or from $3.05 to $3.51 per square foot of land area. Ireland
identified page F as being the assessments of anchor stores at
Eastland Mall. The comparables ranged in size from 63,021 to
134,395 square feet of gross usable area. Their improvement
assessments ranged from $1,470,222 to $1,676,265 or from $12.47
to $23.33 per square foot of gross usable area. The subject
property had an improvement assessment of $2,436,484 or $19.76
per square foot of gross usable area. Ireland testified page G
contained a replacement cost new using the Marshall and Swift
cost estimator as of December 12, 2006. The document indicated
the subject would have a cost new of $10,388,836. From this
$311,666 was deducted for depreciation to arrive at a depreciated
improvement value of $10,077,170. To this amount the land value
of $962,680 and the value of the paving of $142,710 were added to
arrive at an estimate of value under the cost approach of
$11,182,560. Ireland described page M as being the lease
schedule for a 55,200 square foot building in Bloomington that
covers a 7 year period. The rent ranged from $5.75 to $6.75 per
square foot over this seven year period. Ireland testified he
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was also aware of a lease on Kay's Merchandise of $4.50 and $5.00
per square foot. Using this data Ireland created an income
approach using a discounted cash flow analysis. He estimated a
rent of $6.00 per square, a vacancy and collection loss of 1%, an
expense ratio of 5%, a discount rate of 10% and a resale
capitalization rate of 9.00%. Using this data Ireland estimated
the subject had a market value of $6,929,872. Page N was
identified as sales of five retail establishments. The document
disclosed four of the buildings ranged in size from 5,280 to
7,560 square feet. The sales occurred from February 2004 to
October 2006 for prices ranging from $268,400 to $1,500,000 or
from $49.70 to $244.92 per square foot of building area. Ireland
also identified the addendum attached to the packet of
information. The cover letter prepared by Ireland stated he
estimated the subject property had a market value of $7,000,000.
Based on Ireland's presentation the board of review offered to
stipulate to an assessment of $2,333,100 to reflect a market
value of $7,000,000.

Under cross-examination Ireland agreed the subject site had 2.21
acres and the building had a gross area of approximately 150,000
square feet with a usable area of 123,295 square feet. Ireland
also testified he prepared the evidence in the packet. The
witness testified he categorized the subject as retail space and
agreed the property was built in 1999. With respect to the price
paid for the land, Ireland had documentation in the addendum
indicating the purchase price of the land was $0 but that was in
lieu of a $2.2 million dollar contribution made to the developer
for site work. The documentation indicated the building pad was
2.207 acres and there was another 5.66 acres for parking.
Dividing the $2.2 million by the combined size of the land
resulted in a unit value of $6.42 per square foot. Ireland
agreed that page E disclosed the subject had the highest land
assessment per square foot and comparables 1, 2 and 4 were
significantly larger than the subject. He also agreed that page
F depicting anchor store equity comparables at the mall reflected
values ranging from $37.42 to approximately $70.00 per square
foot. He also agreed the comparable sales on page N were 5% or
less the building size of the subject. Ireland also acknowledge
page O of his packet was a commercial building sale containing
75,275 square feet that was constructed in 1990. The
improvements were located on a 477,069 square foot. This
property sold in December 2003 for a price of $7,450,000 or
$98.97 per square foot of building area. Ireland noted this sale
contained excess land that had since been developed. Ireland
testified that he had not appraised an anchor store at a regional
mall other than as his duties as the assessor. He also did not
consider his submission an appraisal.

Ireland testified he was familiar with the document marked as
Intervenor's Exhibit No. 1, which is an assessment complaint
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filed by May Department Store on the subject property in 2002
while Ireland was employed as the assessor. He agreed that the
complaint indicated a construction date of November 1999 and a
cost of $8,845,663, which appeared to be reasonable to Ireland as
the cost of construction. With respect to his income approach
Ireland used a rental of approximately $740,000 and when divided
by the reported construction cost results in a rate of
approximately 8%.

The intervening school district submitted an appraisal prepared
by Robert C. Gorman of The Gorman Group, Ltd. in support of its
contention of the correct assessment of the subject property.
Gorman estimated the subject property had a market value of
$10,750,000 as of January 1, 2005. Gorman was called as a
witness on behalf of the school district.

Gorman identified Intervenor's Exhibit No. 2 as the narrative
appraisal he prepared on the subject property. Gorman has the
Member of the Appraisal Institute (MAI) designation and has the
General Certified Appraiser license with the State of Illinois.
Gorman is also a licensed appraiser in Indiana, Wisconsin,
Michigan, and Florida. Gorman testified he has appraised a
variety of properties including shopping centers and anchor
stores. He testified his appraisal work spans the country and he
has performed a lot of work in Illinois. Gorman testified he
estimated the fair market value of the fee simple unencumbered
interest of the subject property.

Gorman testified the subject is adjacent and attached to Eastland
Mall, which he described as an excellent mall that fits within
the top 10% in the United States. Gorman testified the subject
building was five years old as of the effective date of the
appraisal. On page 7 of his report Gorman briefly described the
subject as a "big-box" store attached to the Eastland Mall and is
of the type commonly referred to as "anchor stores." He further
testified the subject has adequate parking along with easements
to use the parking of adjacent spots. He was of the opinion the
highest and best use of the subject as improved was its existing
use. In estimating the market value of the subject property
Gorman utilized the three approaches to value.

The first approach to value developed by Gorman was the cost
approach to value. The initial step under the cost approach was
to estimate the land value using nine land sales located in
Bloomington and Normal. The sites ranged in size from .75 to
9.29 acres. The sales occurred from January 2002 and September
2006 for prices ranging from $498,863 to $4,249,807. On a unit
basis the prices ranged from approximately $347,882 to $1,200,313
per acre or from $7.99 to $27.56 per square foot of land area.
In explaining his land sales he noted sale 1 was located at the
next street south of the subject and this was subsequently
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divided in to land sales 2, 3, and 4. He testified that the only
location that might be better would be adjacent to the subject's
mall. Sale 5 was a 1.434 acre site adjacent to the subject mall
that sold in July 2005 for a price of $7.99 per square foot.
Sale 6 was a 1.5667 acre site adjacent to the mall that sold in
July 2005 for a price of $11.01 per square foot. At the time of
sale land sale 6 was improved with a medical office building,
which is still in place. The witness described sales 7 and 8 as
being related and part of a former Menards which was razed.
Gorman explained that land sales 9 and 10 were adjacent to
College Hills Mall in Normal and sold in June 2004 and September
2006 for prices of $10.00 and $11.00 per square foot,
respectively. Gorman testified that land sale 11 was improved
with a restaurant when it sold. The restaurant was to be razed
and replaced with a strip shopping center. Land sale 12 was the
farthest sale north of the subject property that was subsequently
improved with a bank. Based on these land sales Gorman estimated
the subject's land had a market value of $20.00 per square foot
or $2,000,000. He described this estimate as being conservative.

Gorman's next step under the cost approach was to estimate the
replacement cost new of the improvements using the Marshall
Valuation Service. Gorman's calculations were on page 40 of his
appraisal. He estimated the subject had a replacement cost new
of $64.65 per square foot resulting in a cost estimate of
$9,739,781. From this the appraiser deducted 10% for physical
depreciation using the age life method using the subject's age of
5 years and expected life of 50 years taken from the Marshall
Valuation Service. Gorman concluded the subject building
suffered from no functional or external obsolescence. The
appraiser than added $100,000 for site improvements and a land
value of $2,000,000 to arrive at an estimate of value under the
cost approach of $10,900,000. The witness was of the opinion his
estimate of the cost new was reasonable when compared to the
construction costs reported on Intervenor's Exhibit No. 1 of
$8,845,000.

The next approach to value developed by Gorman was the income
approach. The first step under this approach was to estimate the
subject's market rent. On page 41 of his appraisal Gorman stated
that, "As an anchor to a very large regional mall, the subject is
a type of big box that is typically either owner occupied or is
owned in common with the rest of the shopping center." In
estimating the subject's market rent the appraiser completed a
survey of anchor and big box stores. The appraisal included a
list of 49 stores with 23 located in Illinois. The appraisal
contained the company name, city, state, square footage, rent per
square foot and lease year for each rental comparable. The
appraisal did not otherwise distinguish or identify each of the
rental comparables as either an anchor store to a regional mall
or a freestanding big box store. The lease dates ranged from
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1981 to 2006. The size of the comparables ranged from 19,000 to
163,370 square feet. The rentals ranged from $3.06 to $13.27 per
square foot of building area. Based on this data the appraiser
estimated the subject property had a market rent of $7.00 per
square foot resulting in a potential gross income of $1,054,578.
As a check the appraisal contained two regression analyses of the
data using rent versus size and rent versus lease year. The
appraiser estimated the vacancy and collection loss of 1.5%
resulting in an effective gross income of $1,038,759.33. The
appraiser next deducted 2% of effective gross income for
management expenses and 2% of effective gross income for reserves
to arrive at a net income of $997,208.95. Using the mortgage
equity technique Gorman estimated the subject would have a
capitalization rate of 9.5%. Dividing the estimated net income
by the capitalization rate resulted in an estimate of value under
the income approach of $10,500,000.

The final approach to value developed by Gorman was the market
approach. Gorman used five sales located in the Illinois cities
of Schaumburg, Lake Zurich and Orland Park. Comparable sale
number 1 was a freestanding, one-story single tenant retail store
with 77,721 square feet located on a 6.9 acre site that was sold
by Kohl's in January 2003 for a price of $5,725,000 or $73.66 per
square foot. Sale number 2 was improved with a freestanding
masonry constructed single-tenant retail store with 88,306 square
feet located on a 16.09 acre site that sold in November 2001 for
a price of $9,258,983 or $104.85 per square foot of building
area. This building was fully leased at the time of sale for
either $9.07 or $9.90 per square foot. Sale number 3 was
improved with a 163,000 square foot building located on a 554,183
site that was part of the Orland Square shopping center. The
report indicates the property was sold by the occupant who
retained possession. Gorman testified this sale had problems
because it was one of a group of buildings that was sold by
Carson's and the price was allocated. He further indicated that
this transaction would be equivalent to a sale-leaseback. The
sale occurred in August 1998 for a price of $14,905,675 or $91.44
per square foot. Sale number 4 was the sale of a Montgomery
Wards store in Orland Park that was attached to a regional mall
that closed. The report also noted this was a bankruptcy sale.
Gorman testified that both Montgomery Wards and the shopping
center went bankrupt at different times. He further testified
that the store and shopping center were a disaster. The building
was 10 years old and contained 155,000 square feet located on a
10 acre site. The sale occurred in July 2001 for a price of
$4,500,000 or $29.03 per square foot. Sale number 5 was a 32,000
square foot building constructed in 1980 located on a 16,000
square foot site. The sale occurred in July 1998 for a price of
$2,625,000 or $82.03 per square foot. The report indicated this
sale was part of the Orland Park Place shopping center that went
defunct. Gorman testified that all his sales were from Illinois
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and within 150 miles of the subject property. He also indicated
that he had visited each of the sales. Based on this data the
appraiser estimated the subject property had a market value of
$73.00 per square foot resulting in an estimate of value under
the market approach of $11,000,000.

In correlating the three approaches to value the appraiser gave
most weight to the cost and income approaches and estimated the
subject property had a market value of $10,750,000 as of January
1, 2005.

Under cross-examination Gorman was questioned about operating
agreements and testified he did not know how they operated and
did not do any research because he valued the property as being
unencumbered. Gorman was questioned as to whether he considered
the terms big box store and anchor department store
interchangeable. He testified that there is a difference between
a store that is attached to a mall and a big box store that is
unattached. He described the subject as both a big box store
attached to a mall and an anchor store. Gorman did not know if
in appraisal terminology big box store is the same as an anchor
department store.

Gorman was questioned about comments on page 7 of his report
dealing with sales at regional malls. The Dollars and Cents of
Shopping Centers:2004 reported average sales of the upper ten
percent of regional malls is $254.62 per square foot. He
indicated that SEC filings for 2005 indicated that sales in
Eastland Mall averaged $318.00 per square foot. He acknowledged
these figures included sales of inline stores.

He agreed the subject building has approximately 151,000 square
feet and approximately 24,000 square feet is unfinished area.

With respect to his land sales Gorman acknowledged that sale
number one was improved with a motel that was subsequently razed.
After demolition of the hotel and site preparation including the
construction of streets, the site was subsequently subdivided.
Gorman agreed the subdivided lots were improved with a 13,000 to
14,000 square foot retail shopping center, a doughnut shop and
bank. He thought that the Eastland Mall purchased land sales 5
and 6. He acknowledged that sale 7 had a building in place at
the time it sold and agreed that sale 8 was actually a portion of
sale 7 and was sold for approximately $10.00 per square foot.
Gorman also testified that considered the sale of the subject
land but didn't think it was necessary to be in the report.

With respect to the cost of the improvements Gorman agreed that
the cost reported by the owner on the board of review complaint
form sounded reasonable. However, Gorman used the Marshall
Valuation Manual to develop an estimate of cost new. He also
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used the manual to estimate the subject had 10% depreciation. He
did not make any deduction for functional obsolescence even
though approximately 16% of the building was not used as retail
space.

With respect to the comparable rentals the appraiser stated that
they are big box stores with some attached to malls and some
aren't attached to malls. He indicated that the rentals are not
all competing properties to each other and stated some operate
complementary to one another. Gorman also agreed that he used
rentals located in Illinois, Texas, Oklahoma, Pennsylvania, South
Carolina, Ohio, Michigan, Georgia, Minnesota, Colorado, Indiana,
Arizona, Florida, Washington, New Jersey, California, and New
Mexico. He acknowledged that he used one rental adjacent to the
subject identified as a Sears that had a rental of $3.45 per
square foot and a lease date of 2003. Gorman was also questioned
about whether the rental comparables that contained from 19,000
to 24,000 square feet are properly classified as big box stores.
The witness was also questioned about rentals that were listed
twice and indicated those were mistakes. The witness did not
know if double counting these stores would change his regression
analysis. Gorman agreed that a major influencing factor of this
type of property is attachment to a regional mall. Gorman did
not know how many attached anchor department stores were included
in his comparable rentals.

Gorman agreed that his comparable sale number 1 was not attached
to a regional mall. The appraiser also agreed his comparable
sale number 2 is a freestanding store not connected to a regional
mall. Gorman understood that sale number 2 was built to suit
Kohl's, Kohl's leased the property, and somebody sold the
building with the lease in place. Gorman agreed that sale number
3 that occurred in 1998 and is dated. He indicated this sale was
an allocation, in a vibrant retail location and the transaction
was a sales-leaseback. Gorman acknowledged that sale 4 was in a
mall that was "the pits" located across the street from sale 3.
Gorman also agreed that sale 5 occurred in 1998 and was less than
half the size of the subject. Gorman further agreed that all his
comparable sales are from the Chicago metropolitan area. The
appraiser was of the opinion his sales comparison approach wasn't
as reliable as the other two approaches.

Based on this evidence and testimony the intervening taxing
district requested the subject's assessment be increased to
reflect a market value of $10,750,000. No other witnesses were
called on behalf of the intervenor.

The appellant called as its rebuttal witness real estate
appraiser Joseph Ryan to discuss his review of the Gorman
appraisal and the valuation evidence submitted by the board of
review. The intervenor objected to Ryan giving testimony as a
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rebuttal witness because he had not previously submitted a review
appraisal report or been present during the course of the entire
hearing to observe and hear the testimony provided by Ireland and
Gorman. At the hearing the Board reserved ruling on the
objection and allowed Ryan to testify with the caveat that the
intervenor had a standing objection to the testimony.

The Board sustains the objection and will not give any
consideration or weight to the testimony provided by Ryan. A
review of the record disclosed that by letter dated July 18,
2007, the appellant was provided a copy of the evidence submitted
by the other parties to the appeal and further informed that it
was granted a 30-day rebuttal period. Section 1910.66 of the
rules of the Property Tax Appeal Board provides in part that:

Section 1910.66 Rebuttal Evidence

a) Upon receipt of the argument and accompanying
documentation filed by a party, any other party may,
within 30 days after the postmark date of the Board's
notice, file written or documentary rebuttal evidence.
Rebuttal evidence shall consist of written or
documentary evidence submitted to explain, repel,
counteract or disprove facts given in evidence by an
adverse party and must tend to explain or contradict or
disprove evidence offered by an adverse party. Rebuttal
evidence shall include a written factual critique based
on applicable facts and law, a review appraisal, or an
analysis of an adverse party's appraisal prepared by a
person who is an expert in the appraisal of real estate.
This written critique, review appraisal, or analysis
must be submitted within the responding party's 30-day
rebuttal period pursuant to this Section. (Emphasis
added).

b) In any appeal in which a change in assessed valuation of
$100,000 or more is sought, the Board shall grant one
30-day extension of time to submit rebuttal evidence
upon good cause shown in writing. Good cause shall
include the complexity of the appeal, the volume of the
evidence submitted by an opposing party, and the
inability of a rebuttal appraiser to complete the review
and written critique within the 30-day filing period. A
request for an extension of time to submit rebuttal
evidence shall be in writing, supported by affidavit,
and served on the Board and other parties to the appeal.
No further extensions of time to submit rebuttal
evidence shall be granted . . ..

86 Ill.Admin.Code 1910.66(a) & (b). In this appeal the appellant
did not submit any written rebuttal evidence, review appraisal or



DOCKET NO.: 05-00346.001-C-3

15 of 21

written critique or an analysis of the Gorman appraisal prepared
by an expert in the appraisal of real estate as required by
section 1910.66 of the rules of the Property Tax Appeal Board.
The Board finds that by allowing Joseph Ryan to testify to his
review of the Gorman appraisal submitted by the intervening
school district would be a violation of section 1910.66 of the
Board's rules. In essence the appellant is attempting to
circumvent the rule by providing oral appraisal review testimony
without any written critique of the school district's appraisal
as required by the rule in advance of the hearing. This violates
both the intent and spirit of the rule which is to provide a
limited form of discovery and to put the opponent on notice of
potential flaws in his expert's analysis. For these reasons the
Board sustains the intervenor's objection to the appraisal review
testimony provided by Ryan. In reaching its determination of the
correct assessment of the subject property, the Board will not
give any weight or consideration to the testimony provided by
Ryan during the course of the hearing.

After hearing the testimony and reviewing the record, 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 issue before the Property Tax Appeal Board is the
determination of the market value of the subject property as of
January 1, 2005, for assessment purposes. 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). After considering the evidence and testimony
provided by the parties, the Board finds a reduction in the
subject's assessment is warranted.

The appellant contends the market value of the subject property
is not accurately reflected in its assessed valuation. The
appellant argued the subject property had a market value of
$5,100,000 as of the assessment date based on the appraisal and
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testimony provided by Salisbury. The board of review contends
the subject property had a market value of $7,000,000 based on
the testimony and evidence provided by Ireland. The intervening
school district contends the subject property had a market value
of $10,750,000 as of the assessment date based on the appraisal
and testimony provided by Gorman. The subject property had a
final assessment of $2,556,666, which reflects a market value of
approximately $7,693,850 using the 2005 three year median level
of assessments for McLean County of 33.23%.

First, the Board finds the parties were in general agreement with
respect to the physical description and condition of the subject
property. The Board also finds the parties were in general
agreement that the subject property is located in a very strong
commercial area and perhaps the strongest commercial area in
Bloomington-Normal. The Board further finds the subject property
should be considered an anchor department store attached to a
regional mall.

Of the three valuation witnesses only two developed a cost
approach to value. Ireland prepared a cost analysis using the
Marshall & Swift commercial cost estimator. However, the cost
calculation was as of December 2006, almost two years after the
assessment date at issue. As a result, the Board gives this
estimate little weight.

Gorman also developed a cost approach to value. The Board finds,
however, his cost approach overestimates the value of the subject
property. In estimating a value under the cost approach Gorman
first estimated the land value using 12 land sales. Using these
sales Gorman estimated the subject site had a unit value of
$20.00 per square foot or $2,000,000. After reviewing the data
in Gorman's appraisal, the Board finds his estimated land value
is excessive. The Board finds the best land comparables in
Gorman's report were land sales 5, 6, 8, 9 and 10. Land sales 5
and 6 were located adjacent to Eastland Mall and were purchased
by the mall. Sale 5 was a 1.434 acre site that was vacant at the
time of sale in July 2005 and sold for a unit price of $7.99 per
square foot. Sale 6 was adjacent to the mall but was improved
with a medical building at the time of sale. This 1.5667 acre
site sold in July 2005 for a price of $11.01 per square foot.
Sale 8 was a vacant 3.07 acre parcel that sold in January 2006
for a unit price of $9.72 per square foot. Both sales 9 and 10
were vacant parcels located at the entrance of College Hills Mall
in Normal. These parcels contained 3.209 and 1.189 acres and
sold in June 2004 and September 2006 for $10.00 and $11.00 per
square foot, respectively. In summary these sales had unit
prices ranging from $7.99 to $11.01 per square foot. Considering
these most representative sales the Board finds the subject
parcel had a unit market value of $10.00 per square foot.
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In estimating the cost new of the improvements Gorman used the
Marshall Valuation Service to estimate a replacement cost new of
the building of $9,739,781. Gorman deducted 10% for physical
depreciation using the age life method based on data contained in
the Marshall Valuation Service cost manual. According to Gorman
the manual indicated the subject would have a life expectancy of
40 to 50 years and the subject had an actual age of 5 years. He
opted to use a 50 year life span and made a 10% deduction for
physical depreciation. Gorman did not make any deduction for
either function or economic obsolescence. The Board finds there
should have been some deduction for functional obsolescence due
in part to approximately 24,000 square feet of the subject not
being utilized. Furthermore, Salisbury testified there is always
functional obsolescence in any kind of anchor store or big box
store and there would be significant depreciation in this
building. (Transcript page 46.) The Board finds, however, that
Salisbury did not quantify the amount of obsolescence attributed
to this building because he did not prepare a cost approach to
value. Nevertheless, the Board finds that Gorman's failure to
make any deduction for functional obsolescence results in
overstating the value of the subject property's improvement under
the cost approach. In summary, the Board finds Gorman overstated
the value of both the subject's land and the subject's
improvement under the cost approach; therefore, the Board gave
little weight to the conclusion of value under the cost approach.

With respect to the income approach to value the Board gave less
weight to Ireland's conclusion due to size of the comparable
rental he used to develop the estimate of market rent. Ireland's
documentation contained only one rental comparable and it was
less than half the size of the subject building.

In estimating market rent under the income approach, Salisbury
submitted information on 10 comparable rentals that he identified
as anchor stores1. These properties ranged in size from 79,216
to 161,630 square feet with lease dates ranging from 1996 to 2003
and rentals ranging from $3.06 to $4.25 per square foot. Gorman
submitted rental data on 49 comparables.2 The Board finds that
Gorman's list included all the comparables utilized by Salisbury.
In comparing the data on these common comparables the only
difference was with respect to Salisbury's comparable number 4.
Salisbury reported this Carson Pirie Scott located in St.
Charles, Illinois, as having 100,000 square feet and a rental of
$3.34 per square foot. Gorman reported this store as having
141,805 square feet and a rental of $5.85 per square foot. The
Board finds that Gorman did not segregate or otherwise identify

1 The Board finds that one of Salisbury's comparables rentals was listed
twice.
2 The Board finds that Gorman's list of comparable rentals included
duplicates.
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his rental comparables as either anchor department stores or as
freestanding big box stores. The Board finds that the most
comparable rental properties should be anchor stores at regional
malls. Because Gorman did not otherwise identify his comparables
the Board gave less weight to his data and estimate of market
rent. The Board further finds that 16 of Gorman's comparables
contained less than 70,000 square feet, or were less than 50% the
size of the subject, calling into question whether these
properties are truly rental comparables. Because Gorman's data
contained numerous smaller stores as juxtaposed with the subject,
the Board finds his estimate of market rent of $7.00 per square
foot is excessive.

The Board finds the best rental comparables in the record were
the common rentals submitted by Salisbury and Gorman. The Board
finds that both appraisers utilized the Sears store located in
the Eastland Mall that had a lease commencing in 1996 and had
rental rates from 2002 through 2004 ranging from $3.38 to $3.52
per square foot. The Board also finds two other comparables had
recent lease dates commencing in 2003 with rentals of $3.92 and
$4.25 per square foot. After considering these common
comparables the Board finds the subject property had a market
rent of $4.00 per square foot, slightly greater than Salisbury's
estimate of $3.50 per square foot. Using this estimate of market
rent the Board finds the subject property had a potential gross
income of $604,072. Based on the testimony and evidence in the
record the Board finds a vacancy and collection loss of 1.5% is
appropriate resulting in an effective gross income of $595,010.
The Board further finds that Salisbury and Gorman were in near
agreement with respect to the percentage deduction for operating
expenses and reserves of 5% and 4% of effective gross income,
respectively. Deducting 4% of the effective net income for
expenses and reserves results in a net income of $571,210. The
Board further finds both Salisbury and Gorman agreed that a
capitalization rate of 9.5% was appropriate for the subject
property. Dividing the subject's net income by the
capitalization rate results in an estimated value under the
income approach of approximately $6,000,000.

The Board next reviewed the comparable sales used by the
respective valuation witnesses. The Board finds that the sales
used by Ireland were not similar to the subject in size;
therefore, little weight was given this evidence. The Board
finds the sales data used by Gorman in the sales comparison
approach should be given little weight. First, the Board finds
sales 1 and 2 were freestanding stores not connected to a
regional mall, unlike the subject property. Additionally, sale 2
was built to suit and had a tenant in place at the time of sale
which may be considered the sale of a leased fee. The Board
finds that Gorman sales number 3 and 5 occurred in 1998 and are
dated. Furthermore, sale 3 was an allocation and the transaction
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was a sales-leaseback, which calls into question whether the
allocated price was truly reflective of market value.
Additionally, comparable sale 4 was located in a mall that was in
distress and in poor condition. The Board further finds that
Gorman's comparables sales 1, 2 and 5 were not particularly
similar to the subject in size ranging from 32,000 to 88,306
square feet. For these reasons the Board finds little can be
given the conclusion of value contained in Gorman's sales
comparison approach.

The Board finds the best comparable sales in the record were
those included in Salisbury's appraisal. These were anchor
department stores that ranged in size from 94,231 to 254,720
square feet. The comparables ranged in age from 5 to 35 years
old and sold from January 2002 to July 2005 for prices ranging
from $2,750,000 to $9,000,000 or from $25.77 to $37.63 per square
foot. The Board finds Salisbury's comparables 6 through 8 were
most similar to the subject in age and sold most proximate in
time to the assessment date at issue. These sales ranged in age
from 5 to 8 years old and sold from June 2004 to July 2005 for
prices ranging from $33.38 to $37.63 per square foot.
Considering this data the Board finds the subject had an
indicated value under the sales comparison approach of $37.50 per
square foot of building area or $5,660,000.

In conclusion, after giving most weight to the income data and
the comparable sales as discussed herein, the Property Tax Appeal
Board finds the subject property had a market value of $5,850,000
as of January 1, 2005. Since market value has been determined
the 2005 three year median level of assessments for McLean County
of 33.23% 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.

Chairman

Member Member

Member Member

DISSENTING:

C E R T I F I C A T I O N

As Clerk of the Illinois Property Tax Appeal Board and the keeper of
the Records thereof, I do hereby certify that the foregoing is a
true, full and complete Final Administrative Decision of the
Illinois Property Tax Appeal Board issued this date in the above
entitled appeal, now of record in this said office.

Date: April 25, 2008

Clerk of the Property Tax Appeal Board
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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.



2006 SYNOPSIS – COMMERCIAL CHAPTER

C-20

APPELLANT: Brunswick Corporation
DOCKET NUMBER: 02-00948.001-C-3 and 03-00840.001-C-3
DATE DECIDED: January 17, 2006 _______________________________
COUNTY: Lake ______________________________________
RESULT: Reduction Warranted

The subject property consists of a three-story, owner occupied office building
containing 130,401 square feet of gross building area. The building is situated on a
556,696 square foot site. The building was constructed in 1993 of reinforced
concrete and steel construction. The building contains a basement that is improved
with 22 parking spaces, a mechanical room, and 18,240 square feet of office space.
Other features include two passenger elevators, a freight elevator, heating and
cooling systems, sprinkler fire protection system, a three-story steel and glass
atrium with a fountain, a control center, and a cafeteria with a full service kitchen.
Site improvements include 100,000 square feet of asphalt parking, landscaping,
and signage. The subject has a land to building ratio of 4.27:1. The subject
building contains 108,447 square feet of net building area, which includes the
basement office space.

The appellant appeared before the Property Tax Appeal Board through counsel
arguing that the fair market value of the subject property is not accurately reflected
in its assessed valuation. In support of this claim, the appellant submitted an
appraisal.

The appellant's counsel called his first witness. The witness has been the director
of facilities and security for Brunswick Corporation since 1995. The witness
testified Brunswick built the subject in 1993 for its world headquarters. He
indicated the construction of the building was specific for Brunswick's needs down
to the color of the walls. He opined the building would not be suitable for multi-
tenant use. He testified there is a central staircase with conference rooms located
off the atrium. The witness concluded unless these areas could be used as common
space, it would be problematic for a potential multi-tenant use. He also noted the
many problems that could arise to convert the subject to a multi-tenant use such the
stairways, ceiling heights, carpeting, electrical metering, and heating and cooling
systems. In summary the witness indicated it would take an extensive amount of
work to convert the subject building into a multi-tenant use. The witness also
testified the building had rehabilitation work performed in 1997 and 2000 for
approximately $1,250,000. Some of these costs included furniture. The
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rehabilitation entailed changing ceiling tiles, moving electrical connections,
removing some interior partitioning, and changing heating and cooling systems as
well as the sprinkler fire protection system.

Under cross-examination, the witness testified that he has no experience in
appraising, valuing, or assessing property. He also testified he has no knowledge
of Brunswick's intention to convert the subject into a multi-tenant building. He
also testified regular maintenance is normally performed, but maintenance has
slacked off because of bad (economic) years.

The appellant's appraiser was called as the appellant's next witness. The witness is
a state licensed appraiser with a Member of the Appraisal Institute (MAI)
designation and is also a Member of the Society of Real Estate Appraisers (SRA).
The witness has testified before the Property Tax Appeal Board in hundreds of
cases and similar tribunals throughout the United States. The board of review
stipulated to the appraiser's qualifications as an expert witness to provide
testimony. Using the three traditional approaches to value, the appraiser estimated
a fair market value for the subject property of $10,500,000 as of January 1, 2002
and January 1 2003. The appraisal was marked as Appellant's Exhibit 1.

The appraiser first provided testimony regarding the appraisal technique. The
appraiser testified he has no personal relationship with any Brunswick employees,
does not own stock in the corporation and the compensation of the report was not
contingent on his final value conclusion or the outcome of the assessment appeal.
The witness described the subject property as a larger single-tenant office building
that competes in the Chicago Metropolitan area, particularly the north, northwest,
and western suburbs, rather than just the Lake Forest market. The appraiser further
described the subject's location in an office park with close access to interstate
highways and Illinois Route 60. The appraiser reiterated the subject's single-tenant
design and features, which he determined competes in a different market than
multi-tenant office buildings. The appraiser discussed the physical differences
between single-tenant and multi-tenant buildings in terms of electrical metering,
individual thermostats to control multiple heating and cooling systems, interior
partitioning, and security. He indicated multi-tenant buildings sell at lower
capitalization rates than single-tenant buildings because of the lower risk
associated with the income stream. A detailed analysis of the physical, economic,
and convertibility characteristics of single-tenant versus multi-tenant building were
contained on pages 30 through 32 of the appraisal report. Based on his analysis,
the witness determined the subject's highest and best use is its present use as a
single-tenant office building. He also concluded the subject has an effective age of
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9 years with an economic life of 60 years resulting in an remaining economic life
of 51 years.

The appraiser testified the subject is a Class A building according to a Office
Guide because it is a multi-story office building that is less than ten years old and
is larger than 80,000 square feet in size, as detailed on page 13 of the appraisal.
The subject will be 11 years old in 2004 and will be a Class B building according
to the Office Guide.

Under the cost approach, the appraiser identified six suggested land sales to
estimate the subject's land value. The land comparables are located in Lake Forest,
Lincolnshire, Bannockburn, and Deer Park, Illinois. The comparables were
selected based on their characteristics when compared to the subject by date of
sale, location, size, zoning, shape, utilities, topography, flood plain, and access.
They range in size from 151,123 to 2,808,163 square feet of land area and sold
from January 1998 to June 2002 for prices ranging from $850,000 to $17,371,116
or from $5.26 to $10.49 per square foot of land area. One comparable was an
assemblage of twelve parcels involved in six transactions. One sale was two non-
contiguous parcels. After considering adjustments to the comparables for
differences to the subject, the appraiser estimated the subject’s land value to be
$10.00 per square foot of land area or $5,570,000, rounded.

The replacement cost new of the improvements was estimated to be $115.00 per
square foot of building area or $14,996,115 considering actual costs of
construction projects and various industry sources such as the Means Cost Manual.
Replacement cost for site improvements was estimated to be $945,000, resulting in
a replacement cost new for the subject's improvements of $15,940,000 or $122.23
per square foot of building area excluding land.

The appraiser next explained larger office buildings designed like the subject
incorporate characteristics that are above the average level of quality, but these
characteristics are not realized in the resale market compared to the cost of their
installation. In order to quantify obsolescence, depreciation from all forms was
extracted from the six sales and one sale offering contained within the sales
comparison approach to value of the appraisal. The witness calculated an annual
rate of depreciation to be 8%. Multiplying 8% by the subject's actual and effective
age of 9 years resulted in depreciation of 72% or $11,476,000. Deducting the
depreciation amount from the replacement cost new resulted in a depreciated
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improvement value of $4,463,200. Adding the estimated land value of $5,570,000,
the witness concluded a value under the cost approach of $10,030,000, rounded.

The witness explained that depreciation for larger single-tenant office buildings
tends to curve or have a linear relationship, meaning they depreciate faster in the
early years because it is difficult to recoup the original investment. The witness
opined there was sufficient market data using the extraction method from
analyzing market sales rather than trying to give a personal opinion as to what the
depreciation amount would be without any basis. He testified larger single-tenant
office buildings do not depreciate in a straight-line manner.

The appraiser next discussed the sales comparison approach to value. He
emphasized most weight was given to this approach. The appraiser researched fee
simple arm's-length transactions of single-tenant office buildings in the north and
west metropolitan area. He typically excluded sales of build-to-suit properties
because they reflect the cost of construction for that particular occupant and not
necessarily what the building would sell for on the open market. He also typically
excludes sale-leasebacks. However, the witness noted he used two sales of
leaseback properties. He explained only small portions of these buildings were
leased at the time of sale, but essentially the majority of the buildings were not
leased. In performing the comparative analysis, no individual percentage or dollar
adjustments were applied to the unit of comparison. The witness determined
homogeneity of market data does not exist so as to make definitive adjustments for
individual characteristics. In deriving unit prices, consideration was given to the
differences between the subject and comparables. Elements considered in judging
the overall similarity and making adjustments were date of sale, location, size, age,
condition, land to building ratio, parking facilities, design, single-tenant versus
multi-tenant use, and access.

The comparables selected by the appraiser consist of six suggested sales and one
sale offering. The comparables total ten buildings and have actual or chronological
weighted ages ranging from 1 to 19 years. Comparable 6 was reportedly renovated
in 1995. The buildings are combinations of concrete, brick, steel, frame, and glass
construction. Story heights for three properties varied from part two and three-
story; part one, three, and four-story; and part three and four-story buildings. One
comparable is a three-story building and three comparables are four-story
buildings. The comparables are located in the Chicago Metropolitan communities
of Westmont, Lombard, Oakbrook, Lake Forest, Elgin, Deerfield, and Arlington
Heights. They range in size from 102,775 to 481,028 square feet of building area
and are situated on sites containing from 278,784 to 3,484,800 square feet of land
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area. Land to building ratios ranged from 1.32:1 to 5.02:1. Four properties had a
least one elevator and four buildings have basements. One property has a two-
story and a five-story parking garage and another property has a six-story parking
garage. In all, surface, garage, and basement parking were adequate for each
property. All the comparables were reported to be single-tenant buildings;
however, two comparables were to be converted to a multi-tenant use after their
sales. Seven comparables were reported to be in average condition, while the
condition of three comparables was not disclosed. Six comparables sold for prices
ranging from $5,572,800 to $46,650,000 or from $20.26 to $96.98 per square foot
of building area including land. The transactions occurred between May 1999 and
December 2002. One comparable was listed for sale at $7,200,000 or $60.57 per
square foot of building area including land.

Comparable 1 was leased back to the seller for a one-year term after its sale. The
seller for comparable 2 also leased backed 120,000 square feet of the 481,028 total
square feet of the three buildings for a five-year term. The third building of
comparable 2, which contains 38,695 square feet, had a lease in place at the time of
sale for a 10-year term with a five-year additional option. This leased commenced
in 1996.

Comparable 3 was a complicated transaction. This property was originally built
and occupied by a certain company. The company was moving from the facility
and the property was offered for sale on the open market in April 1999. After
being marketed for nine months, another company purchased the property for
$19,150,000. The other company was in negotiations with the original owner as a
tenant in another office building located in Bannockburn. The appraiser indicated
the other company purchased this property from the original owner in order to
accelerate a lease agreement in Bannockburn from the original owner. The other
company also purchased an additional land parcel containing 19 acres for
$5,500,000.

A third company decided they wanted to acquire this property. The third company
subsequently purchased the property from the other company for $25,000,000 in
March 2000. Within this transaction, the third company also acquired the
additional or excess land from the other company. The appraiser opined the other
company paid a $5,000,000 premium because they are an adjoining user and have
a 50/50 venture with a pharmaceutical company also located in the office park.
The Real Estate Transfer Declaration (exhibit 2) revealed the $25,000,000 sale was
not advertised in the open market. Additionally, the document indicates net
consideration in the sale by the seller to the other company was $19,150,000.
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Consideration in the sale by the other company to the third company (the grantee
in the deed) was $5,850,000. The document revealed a total transfer price of
$25,000,000 for three parcels. In, addition, the original owner and the third
company are both identified as the sellers.

Comparable 4 was vacant at the time of sale and was purchased for conversion into
a multi-tenant use. Comparable 5 was purchased for $9,000,000. However, the
appraiser adjusted its sale price to account for excess land, resulting in an adjusted
sale price of $5,572,800. The appraiser testified he placed little weight on this sale
due to its location. The witness also noted comparable 5 was originally listed for
sale for approximately $24,000,000 and had several price reductions before its
$9,000,000 sale in 2002. Comparable 6 was vacant at the time of its sale and is
located in Cook County. Comparable 7 was the sale offering. However, the
appraiser testified this property subsequently sold in December 2003 for
$27,671,066 or $52.58 per square foot of building area including land.

The appraiser performed qualitative (+, -, or =) adjustments to the comparables for
differences to the subject in date of sale, location, age, story height, land to
building ratio, building size, and single or multi-tenant use. In addition,
comparable 6 was adjusted upward to $89.79 per square foot of building area
including land because it is located in Cook County, which has a considerably
higher effective tax rate. The appraiser testified the difference in the tax rates was
capitalized at a rate of 10% for the adjustment amount. Based on the
aforementioned characteristics, five of the six comparables were determined to be
overall inferior to the subject, requiring positive adjustments to their sale prices or
offering price, which ranged from $20.26 to $89.79 per square foot of building
area including land. Comparable 2 was determined to be overall equal to the
subject at $96.98 per square foot of building area after considering its superior
location, which is offset by its larger size. Based on these adjustments, the
appraiser concluded the subject property has a market value including land of
$95.00 per net square foot of building area or $10,300,000, rounded.

The appraiser next discussed the income approach to value. Under this approach,
the appraiser identified seven suggested rental comparables. These properties had
eight to fifteen year long-term leases in place that commenced from June 1998 to
November 2001 and terminated from December 2005 to May 2013. The rental
comparables are located in Hoffman Estates, Buffalo Grove, Schaumburg,
Deerfield, and Vernon Hills, Illinois. Two comparables are multi-tenant office
buildings and five comparables are single-tenant office buildings. The buildings
range in size from 75,444 to 686,208 square feet of building area; contain from
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48,993 to 402,359 square feet of net rentable building area; and range in age from
1 to 23 years. Site sizes ranged from 60,355 to 3,484,800 square feet of land area
with land to building ratios ranging from .60:1 to 2.43:1. The properties had
effective gross leases ranging from $21.19 to $26.13 per square foot of net rentable
building area. After considering adjustments to the rental comparables, the
appraiser concluded a gross rental rate for the subject property of $24.00 per
square foot of net rentable building area, with the provision of $25.00 per square
foot build out expense for the tenant. As a result, the appraiser concluded the
subject property has a potential gross annual income of $2,602,728.

Vacancy was projected to be 20% or $520,545 based on historical vacancy rates
for the north suburban office sub-market for Class A office buildings. The
vacancy rates were quoted to be 22.4% in 1998; 17.7% in 1999; 13.7% in 2000;
and 21.9% in 2001. A comprehensive vacancy analysis was detailed on pages 12
to 16 of the appraisal report. Deducting for vacancy resulted in an effective gross
income of $2,080,000, rounded. Expenses were estimated to be $755,000 for
cleaning, repairs and maintenance, utilities, security, administrative and
management costs, leasing, and insurance, resulting in a stabilized net income of
$1,325,000. The estimated expense amounts were based on the 2002 edition of the
Building Owners and Managers Association (BOMA) and the appraiser's
familiarity with operating expenses of comparable office buildings.

The appraiser considered four sources or methods to determine a proper
capitalization rate to be applied to the subject's stabilized net income. The
appraiser used the sales within the market approach of the appraisal to extract
capitalization rates ranging from 10.3% to 18.8%. Using the band of investment
method, the appraiser concluded a capitalization rate of 10.2%. The Korpacz Real
Estate Investor Survey for downtown Chicago lists overall capitalization rates for
office buildings ranging from 9% to 13%. Overall capitalization rates from multi-
tenant sales based on their actual income ranged from 9.2% to 10.6%. The
appraiser determined the proper capitalization rate should be within the rate range
established by the sale properties. The appraiser also considered the band of
investments method at 10.2% and the other industry sources cited. Therefore, the
appraiser concluded a capitalization rate of 10% was appropriate for the subject
property. The appraiser next loaded the capitalization rate to account for property
taxes by an effective tax rate of 2.1%, resulting in an overall capitalization rate of
12.1%. Capitalizing the subject’s net operating income of $1,325,000 by a rate of
12.1%, the appraiser concluded the subject property has a fair market value under
the income approach of $10,950,000, rounded.
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In reconciling the valuation methods, the appraiser placed most weight and
emphasis on the sales comparison approach to value. The appraiser indicated the
cost and income approaches should not be relied upon as the main indicator of
value. As a result, the appraiser concluded the subject property has a fair market
value of $10,500,000 as of January 1, 2002 and 2003.

Under cross-examination, the appraiser testified the market depreciation analysis
within the cost approach should use properties comparable to the subject. He also
agreed the more comparable a property to the property being appraised, the more
accurate are the (depreciation) results. He agreed most of the sales are located
outside of Lake County and five of the six sales are larger in size than the subject.
Comparable 2 is comprised of five buildings that sold in two separate transactions.
The appraiser also testified two of the buildings contained within comparable 2
were built in 1970 and were 29 years old at the time of sale. The appraiser listed
this property as having a total weighted or chronological age of 14 years. He also
agreed sale 5 did not have any frontage on a major thoroughfare and is no longer
being utilized as an office building, but as a church. The appraiser disagreed that
sale 5 was a bankruptcy sale or sold under duress. He explained the property was
listed for sale on the open market for three years and sold with a broker under a
typical organized sale. He testified the court supervised the transaction.

The appraiser also agreed the subject property has an economic life of 60 years, an
actual age of nine years, and a remaining economic life of 51 years. The witness
calculated deprecation in the amount of 72% or $11,476,800, which is higher than
the final value conclusion under the cost approach. The witness also agreed the
highest and best use of the subject is single-tenant office building. He also agreed
to the concept that it is more viable to convert a multi-tenant building into a single-
tenant use rather than a single-tenant building into a multi-tenant use. He
concurred that based on the subject's highest and best use, the best comparable
properties would be single-tenant or owner occupied buildings. The appraiser also
agreed most properties in the subject's office park are owner occupied.

With regard to the comparable sales, the appraiser agreed six comparables are not
located in Lake County like the subject; comparables 1 and 2 contain four and five
buildings, respectively; comparables 1, 2, and 4 were to be converted to multi-
tenant uses subsequent to their sales; and twelve of the fourteen buildings
contained within the seven comparables are not Class A buildings according to the
Studley Office Guide, like the subject. The appraiser was also questioned
regarding the age of buildings one, two and five of comparable 2. The appraiser
agreed buildings one and two are 15 and 8 years old, respectively, and building
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five was built in 1991 as a warehouse, but was converted into an office building in
1996. The board of review contends building five was built in 1970.

With regard to comparable sale 3, the witness testified in general the transaction
was arm's-length, although the buyer and seller were negotiating for the buyer to
lease another office building in Bannockburn from the seller. The witness also
concurred sale 4 was vacant when it was sold. He agreed that since comparable
five was converted into a church subsequent to its sale, its subsequent actual use is
not consistent and the subject's highest and best use. He noted the church has some
office area but did not know the amount.

With respect to the income approach, the appraiser agreed in general the reliability
of this approach is based on the quality and quantity of the data used to estimate
the anticipated net annual income. He also agreed, as indicated on page 69 of the
appraisal, new Class A properties are generally leased on a net basis, but his
income analysis uses gross leases. The appraiser agreed lease comparable 1 is
located in Cook County, but the difference in real estate taxes was adjusted into a
gross lease in order to properly reflect the subject's potential income as a single-
tenant or owner-occupied building. This lease is also contained within a multi-
tenant building. Lease 2 is located in Lake County for $17.53 per square foot, net.
Lease 3 is located in Cook County and is multi-tenant building. Lease 4 is located
in Lake County for $18.98 per square foot, net. Lease 5 is located Lake County
with a net rent of $17.25 per square foot. Lease 6, which the appraiser considered
overall similar to the subject, is 18 years old and much larger in size than the
subject. Lease 7 is located in Cook County, was leased in several different stages,
and is considerably larger in size than the subject. In the adjustment process, the
expenses and taxes for each comparable were discussed. The appraiser agreed
there is no data in the appraisal to support the expense and tax amounts. He
explained this information was gleaned from actual leases.

The appraiser reiterated all the leases were adjusted to a gross basis in order to
properly reflect the subject's potential income as a single-tenant or owner-occupied
building. The witness further explained the appraisal was performed for
assessment purposes, which requires using gross leases in order to use an effective
tax rate in the capitalization process. The appraiser also testified he considered
adjustments to the leased comparables for their multi-tenant use and larger size, but
the adjustments were not expressed in the report on a percentage basis. The
appraiser also agreed three of the lease comparables are single-tenant buildings
located in Lake County. However, he indicated these properties would need
downward adjustments because they are new buildings. He also noted the
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economic changes in 1998 and 1999, when the leases were commenced, compared
to the 2002 effective date of value, which were detailed in the appraisal. Thus,
these properties would require a further downward adjustment.

Under redirect examination, the appraiser testified he placed moderate weight on
the income approach, with most emphasis on the sales comparison approach
because there were adequate fee simple arm's-length transactions of single-tenant
office buildings. In the income approach, the witness testified lease comparables
2, 4, and 5 are located in Lake County while lease comparables 1 and 3 are multi-
tenant buildings. Five the lease comparables are newer than the subject, while two
are older than the subject. The witness further explained it is paramount to use a
capitalized effective tax rate, as prescribed by the International Association of
Assessment Officials (I.A.A.O.) so there is no presumption as to the correctness of
a particular property's assessed valuation. Therefore, comparable leases must be
analyzed and adjusted to a gross basis. The witness also argued it is normal
appraisal practice to go outside the subject’s immediate market area to find
comparable rentals or sales as long as they are properly adjusted to the subject.

With regard to the comparable sales, the witness testified for fee simple valuation,
there is no difference between a vacant versus an occupied single-tenant office
building as long as they are maintained in similar condition. The age differences
and comparability of a Studley Class A and Class B office building were also
discussed. The appraiser further indicated other comparable sales from Lake
County were determined not as similar to the subject because they were built-to-
suit, new buildings, or sale-leaseback transactions. With the exception of two
comparables with short leases or where only a small percentage of the building was
leased-back, the balance of the transactions were fee simple transactions involving
owner occupied buildings with no income stream. He also indicated comparable
sales 1, 2, and 4 were converted for multi-tenant use from a single tenant use. The
appraiser considered their subsequent use in the appraisal, but found this factor
insignificant because it did not affect the sale price because the seller is indifferent
as to its future use.

The board of review offered its "Board of Review Notes on Appeal" wherein the
subject's final assessments of $4,638,281 for 2002 and $4,808,506 for 2003 were
disclosed. These assessments reflect estimated market values of $13,979,147 for
2002 and $14,479,091 for 2003 using Lake County’s 2002 and 2003 three-year
median level of assessments of 33.18% and 33.21%, respectively.
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In support of its assessment of the subject, the board of review offered an appraisal
(Exhibit 1) performed by the Assistant Chief County Assessment Officer. The
witness is a state certified real estate appraiser, accredited senior appraiser (ASA)
of the American Society of Appraisers, and is a general associate for the Member
of the Appraisal Institute (MAI) designation of the Appraisal Institute. The
appraiser was present at the hearing and offered testimony in support of the
appraisal methodology and final value conclusion. Using the three traditional
approaches to value, the appraiser estimated a fair market value for the subject
property of $14,100,000 as of January 1, 2002 and 2003. The appraisal offered by
the board of review supports a reduction in the subject's estimated market value as
reflected by its assessment for the 2003 assessment year.

The appraiser first provided testimony regarding the appraisal methodology. The
appraiser testified he has no interest in the property and there is no fee contingent
on the final value estimate. The witness testified he inspected the subject property
on August 20, 2003. He testified he performed a fee simple appraisal of the
subject property. The witness described the property as a Class A, single-tenant,
owner-occupied building in an excellent location near a major interstate highway.
Pages 24 and 25 of the appraisal determined the subject's highest and best use as
vacant to be office property and its highest and best use as improved to be its
continued use as a single-tenant office building. At the hearing, appraiser testified
the subject is a reasonably sized single-tenant building that would likely be
converted to either, in his opinion, a continued single-tenant use, or in the event of
a sale or lease, it could certainly be leased to possibly one or two tenants. Given
the property's location, the appraiser opined in no way could the highest and best
use for the subject be anything but single-tenant use or multi-tenant use with few
tenants.

Under the cost approach, the appraiser identified four suggested land sales to
estimate the subject's land value. The comparables are located in Lake Forest,
Lincolnshire, Bannockburn, and Vernon Hills, Illinois. The comparables were
selected based on their characteristics when compared to the subject by date of
sale, location, size, zoning, utilities, and infrastructure. They range in size from
151,123 to 249,908 square feet of land area and sold from June 2000 to June 2002
for prices ranging from $850,000 to $2,194,183 or from $5.62 to $10.49 per square
foot of land area. After considering adjustments to the comparables for differences
to the subject, the appraiser estimated the subject’s land value to be $8.40 per
square foot of land or $4,680,000, rounded.
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The replacement cost new of the improvements was estimated to be $115.00 per
square foot of building area or $15,035,235 utilizing the Marshall Valuation
Service. Site improvements for parking, lighting, and landscaping were estimated
to be $1,050,000. In addition, the witness added indirect costs of the building of
$804,262 and an entrepreneurial profit of $844,475, resulting in a replacement cost
new of $17,733,972. Incurable physical depreciation was estimated to be 25% or
$4,433,496 based on the age/life or straight-line method of depreciation. The
witness concluded the subject has an effective age of 10 years with an economic
life of 40 years resulting in a remaining economic life of 30 years. Functional
obsolescence was estimated to be 20% or $3,546,794, resulting in accrued
depreciation of 45% or $7,980,287. Thus, the subject building was estimated to
have a depreciated replacement cost new of $9,753,684, rounded. Adding the
estimated land value of $4,680,000 resulted in a final value conclusion under the
cost approach of $14,430,000, rounded.

In commenting on the market depreciation extraction method, the witness testified
it is incumbent to use sales that are similar in characteristics, highest and best use,
and accurately estimate the depreciated replacement cost new of the improvements.
The witness testified market-extracted depreciation is an accepted method, but
depends on the degree of similarity of the comparables utilized. He did not refute
the data or depreciation amount resulting from the market extraction contained
within the appraiser's cost approach.

The appraiser next discussed the income approach to value. He testified under this
approach the critical foundation for the highest and best use conclusion, that being
its continued use as a single-tenant owner occupied office building, regardless of
its sale or lease. In this context, the appraiser testified the foundation of the sales
comparison approach is using comparable sales of properties leased to third
parties. The witness attempted to explain that if a property is likely to be leased as
not leased, and the rent is considered market, or if the capitalization rate is lower,
then if adjusted in the sale price, that provides foundation for the sales comparison
approach using leased fee sales and adjusted fee simple sales, which provides
foundation for the highest and best use. (Page 156 of transcript.)

Under the income approach, the appraiser identified five suggested rental
comparables located in southern Lake County. Two of these comparables were
also utilized in the appraiser's sales comparison approach. Four comparables are
single-tenant properties and one property is leased to two tenants. The rental
comparables are located in Lake Forest, Vernon Hills, or Buffalo Grove, Illinois.
One comparable is a one-story building and another comparable was reported to be
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a multi-story building. Three comparables are of masonry or masonry and glass
construction. Story heights, types of construction, or amenities were not disclosed
for most of the suggested comparables. They were built from 1998 to 2001 and
range in size from 64,978 to 258,995 square feet of net rentable building area.
Lease dates commenced from June 1988 to September 2000 with 10 to 15 year
lease terms. Rental rates ranged from $14.83 to $18.00 per square foot of net
building area on a net or triple net basis. Three comparables had no reported
tenant improvement allowances and two comparables had improvement
allowances of $29.78 and $31.10 per square foot. Two comparables were reported
to have 2.5% annual escalation rental rates while one comparables has a $.11 per
square foot escalation rental rate. After considering adjustments to the
comparables, the appraiser estimated the subject property has an estimated market
rent of $17.50 per square foot of net rentable building area.

The appraiser next deducted $2.50 per square foot for tenant improvements
resulting in an estimated market rent for the subject of $15.00 per square foot on a
triple net basis for a 10-year term. Therefore, the appraiser estimated the subject's
potential annual income to be $1,626,705. Vacancy and collection loss was
estimated to be 7% or $113,869, resulting in an effective gross income of
$1,512,836. Expenses were estimated to be 5% or $75,642 for management, and
$.20 per square foot or $26,080 for reserves for replacements, resulting in a net
operating income of $1,411,114 or $13.01 per square foot.

The appraiser consulted the Korpacz Real Estate Investor Survey indicating overall
market capitalization rates ranging from 8% to 12%, with a 9.71% average. Due to
the subject's age and characteristics, the appraiser concluded a capitalization rate of
10%. Capitalizing the subject’s estimated net operating income of $1,411,114 by
the rate of 10%, the appraiser concluded the subject property has a fair market
value under the income approach of $14,110,000, rounded.

In summary, the appraiser indicated he used triple net rents because in the market
tenants pay expenses whereas owners do not have to pay net rents. Thus, the
capitalization rate is not lowered. He concluded the rental rates cited reflect the
market. He further explained that if triple net leases are adjusted appropriately,
they do not need to be converted to gross leases with estimates of operating
expenses and real estate taxes. The appraiser also referenced a market study for
Class A office buildings in the Chicago suburbs indicating an overall vacancy of
15% as of the 4th quarter of 2001. The north suburban area, where the subject is
located, indicated a market vacancy rate of 17.5% as of the 4th quarter of 2001.
However, the appraiser opined most of the office space in the subject's office park
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experienced little vacancy as of January 2002. Thus, Ross concluded the 7%
vacancy rate was appropriate. The appraiser cited no market rental comparables to
support the suggested vacancy rate. The appraiser also explained that basically he
capitalized rent at $13.01 per square foot after deducting for expenses and tenant
allowances given Lake County net rental rates in both appraisers' reports.
Therefore, capitalizing the $13.01 rate would account for any type of tax load
factor.

The appraiser next discussed the sales comparison approach to value. The
suggested comparable sales consist of one to six-story commercial office buildings
that were reportedly built between 1991 and 2001 of masonry, steel, and glass
construction. The comparables are located in the Illinois communities of Lake
Forest, Addison, Mettawa, and Libertyville. Four comparables are located in Lake
County with one comparable located in DuPage County. They range in size from
64,978 to 224,828 square feet of net building area and have land-to-building ratios
ranging from 2.00:1 to 6.37:1. One comparable was reported to be in average
condition, three comparables are in good condition, and one comparable was in
excellent condition. All the properties have dining and fitness rooms. No other
descriptions such as basements or foundation type, fire sprinkler protections
systems, elevators, or parking facilities were disclosed. The comparables sold for
prices ranging from $10,150,000 to $35,850,000 or from $111.20 to $229.57 per
square foot of building area including land. The transactions occurred between
March 2001 and September 2001.

Comparable 1 was also used as a lease comparable in the income approach. This
property sold for $192.66 per square foot with two long-term leases in place.
Comparable 2 is located in Dupage County, which Ross considered a similar
assessment situation. Comparable 3 sold for $229.57 per square foot and required
significant downward adjustments for its new age and long-term leases in place at
the time of sale. Based on these market lease rates, he opined the leased-fee sales
were appropriate to compare to the subject. The other appraiser also used
Comparable 4. (comparable sale 3). However, he utilized the March 2000 sale of
$25,000,000. He testified he verified the arm's-length nature of the transaction
through a retired tax manager for the company. He opined the transaction in 1999
was not arm's-length. He agreed both transactions were somewhat complicated.
Again, the Real Estate Transfer Declaration (appellant's exhibit 2) revealed the
$25,000,000 sale was not advertised on the open market. In addition, the two
parties are both identified as the sellers. Comparable 5 sold for $156.21 per square
foot with a long-term lease in place. He noted this property has an inferior location
and was slightly older than the subject. The appraiser testified he did not discount
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the comparables because of their existing leases. He concluded if leased property
is part of a sale, it is considered the norm for the Lake County market.

The appraiser considered adjustments to the comparables for differences when
compared to the subject in terms of location, size, land-to-building ratio, parking,
age, condition, construction, mechanical systems, and economic characteristics.
Overall, four comparables received downward adjustments from 10% to 45%,
while one comparable has as overall 5% upward adjustment. The adjustments
resulted in adjusted sale prices ranging from $115.60 to $159.65 per square foot of
net building area including land. Based on these adjusted sales, the appraiser
concluded the subject property has a market value of $130.00 per square foot of net
building area or $14,100,000, rounded.

In reconciling the three valuation methods, the appraiser testified he considered all
three approaches to value. He testified he placed most weight on the sales
comparison approach to value with support from the cost and income approaches.
The witness testified one important criterion for the sales comparison approach
was the availability of leases of single-tenant properties in Lake County. He
testified using comparable sales that are leased at their highest and best use as
single-tenant office buildings supports this premise. In the appraisal report itself,
he indicated the cost approach was considered important because the land value
component is a sizeable portion of the overall market value; the income approach
was given secondary consideration; and the sales comparison approach "also"
received primary emphasis. As a result, the appraiser concluded the subject
property had a fair market value of $14,110,000 as of January 1, 2002.

Under cross-examination, the appraiser was questioned about his testimony
regarding his final reconciliation, which conflicts with the language contained
within the appraisal report. The witness disagreed that secondary emphasis was
placed on the income approach from the standpoint of supporting the highest and
best use concept of single-tenant properties being leased. However, he then agreed
page 51 of the appraisal indicates that secondary consideration was placed on the
income approach. The appraiser was then questioned if primary emphasis was
placed on both the cost and sales comparison approaches. The witness testified
both approaches are important, but testified he "supposed" both approaches
received primary emphasis.

The witness testified he is not a member of the Appraisal Institute; he is a Lake
County government employee; and he is familiar with USPAP guidelines for
providing for an independent unbiased appraisal report. The witness agreed Lake
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County is a taxing district that pays his salary and the Libertyville Township
Assessor was the client for the appraisal. No fee was charged for the appraisal.

With respect to the cost approach, he agreed the primary weakness was accurately
estimating accrued depreciation. The witness testified based on his training, the
market-extracted depreciation is not the favored approach. Nevertheless, the
witness agreed, depending on the degree of similarity, the calculation of
replacement cost new, and the estimated land values, that if similar comparable
sales are available, the market extraction method of depreciation is very reliable.
The appraiser was also questioned why he chose to use the age/life or straight line
method of depreciation rather than the market extraction method using the
properties contained within the sales comparison approach. The witness agreed the
straight-line method assumes the depreciation rate would be the same over a
measured period of time and is subjective. He also agreed that commercial
properties depreciate faster at the beginning of their useful life. The witness also
testified the subject's location in Lake Forest is considered the best office park
location in Lake County.

Regarding the income approach, the appraiser utilized net rents. The witness
agreed that over the past 10 to 15 years, rents have changed from gross leases,
where expenses are fixed for a period of time, to net leases, where tenants pay rent
plus operating expenses and real estate taxes. The witness agreed from a potential
buyer's perspective, a tenant-occupied property with an income stream; a buyer
would want to know the net rental rate, operating costs and real estate taxes. The
appraiser was also questioned about the appropriateness of using gross leases to
value the subject under the income approach with adjustments for expenses and
taxes. The witness responded that buildings that sell under a gross lease could be
adjusted to a net level. He agreed there is a premium placed on properties that sell
with net or triple net leases in place, but those properties sell at a lower
capitalization rates based on the creditworthiness of a potential tenant. In
summary, all factors being equal, leased-fee properties command higher values
than fee simple transactions. He also agreed similar fee simple transactions would
be more appropriate to value the subject, if such sales existed in the Lake Forest
market. He agreed DuPage County has some areas that are equal to the Lake
Forest and Lake County market. He did not consider Cook County a similar
market because of real estate taxes and assessment levels, but these factors do not
preclude properties in Cook County to be used as comparables.

The witness also agreed properties in the subject's office park are predominantly
owner occupied. The witness used a 7% vacancy and collection rate, although the
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vacancy and collection detailed in the appraisal (page 11), was 17.5%. He agreed
there is no data in the report to support 7% for vacancy and collection. He adjusted
the rate downward due to the property's location and his professional experience.
With regard to the sales comparison approach, the witness agreed comparable 1
was a new multi-tenant building at the time of sale with two long-term leases in
place. He agreed this property is superior to the subject in land to building ratio,
mechanical systems, and construction based on his professional experience and
exterior inspection. He did not inspect the interior of comparable 1. The witness
was unsure if this property was exposed to the open market prior to sale.
Comparable 2 was a tenant purchase, which was not disclosed in the appraisal. No
adjustment was made for the tenant purchase. The witness agreed a tenant
purchase might tend to set a higher value than a fee simple transaction. Although,
this sale was not exposed to the open market, he considered the transaction to be
arm's-length. Sale 3 was a built to suit single-tenant property with a long-term
lease in place (lease-back) specific to the occupant's needs. This property was not
exposed to the open market prior to its sale.

With regard to comparable 4 (the other parties' comparable sale 3), he listed the
sale for $25,000,000 or $111.20 per square foot of building area including land.
However, the Real Estate Transfer Declaration lists different parties as sellers and
buyers. The witness testified the buyer identified in the appraisal addenda was a
"typo". Although the appraiser did not perform an interior inspection of this
comparable, he testified he made a 10% upward adjustment for
construction/mechanical when compared to the subject. In total, this comparable
had an overall upward adjustment resulting in a unit value of $116.76 per square
foot of building area including land.

The witness did not ask or know if the buyer paid a premium to acquire
comparable 4, which adjoins another property owned by the buyer. Although this
building is considerably larger in size than the subject, the witness considered this
property similar to the subject in location and age. The appraiser did not know if
the property was built-to-suit. He also agreed this sale, as well as all the
comparable sales, were not exposed to the open market. The witness testified that
he considered this sale to be an arm's-length transaction. When questioned about
arm's-length transaction, the witness testified that a property exposed to the market
could potentially have its value attributed to the market between a willing buyer
and a willing seller "could be" key elements of an arm's-length sale.

The witness testified that the buyer occupies and/or owns at least two buildings in
the subject's office park. However, the testimony and evidence revealed that a
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separate company to some degree, occupies comparable 4. In essence, both parties
are both involved in a joint venture. The witness also testified he did not perform
an interior inspection of any of the comparable sales, but performed a cursory
inspection (inside the lobby) of comparables 1 and 2.

The witness did not know if comparable 5 was built and designed as a multi-tenant
building. He was aware of certain tenants, but did not know all of the other
tenants. The witness agreed this property was a build-to-suit leased-fee
transaction. He testified he made a 10% upward adjustment for
construction/mechanical when compared to the subject. There was also much
debate regarding whether the adjustment was accurate given this comparable's
newer age. In addition, there was much debate regarding the constancy and
correctness of the adjustments for comparables 1, 2, 3 and 4 for age/condition as
well as construction/mechanical.

In summary, the witness agreed all the sales in the market approach were either
build-to-suit, leased-fee, or tenant-purchased transactions. None of the sales were
fee-simple transactions. Finally, none of the suggested comparable sales were
exposed to the open market prior to their sales.

Under redirect examination, the appraiser testified he placed most weight on the
sales comparison approach to value. He also testified the income approach
supports the fact that single-tenant office buildings are leased and was given
secondary emphasis. The witness also testified there is no depreciation method
that is more or less proper based on USPAP guidelines. The witness further
testified he selected comparables sales within Lake County, although they were
leased fee transactions. However, he argued the rental comparables indicate
single-tenant office buildings were leased; therefore he chose not to ignore these
transactions. He also corrected his earlier testimony indicating comparable 2 was a
leased-fee transaction, when in fact this sale was a fee simple transaction for
$20,000,000 or $177.38 per square foot of building area including land. The
witness further argued it was appropriate to use leased fee single-tenant
transactions. He agreed there might be a premium paid for these types of
properties, but they are leased at market levels of $17 or $18 per square foot of
building area on a triple net basis.

In rebuttal, the appellant presented the testimony of a state licensed appraiser with
a Member of the Appraisal Institute (MAI) designation and is also a member of the
American Society of Real Estate Counsels with a C.R.E. designation. The witness
reviewed the appraisal prepared by the other party. With respect to the income
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approach, the witness indicated all of the rental comparables are basically brand
new buildings, whereas the subject is a moderately good quality building that is
somewhat older in age. The witness agreed that a rental rate of $17.50 per square
foot is in line with newer buildings, but did not adjust the comparables for their
newer age. He testified that the $2.50 per square foot allowance for tenant
improvements could easily be $30 to $50 per square foot. He noted of significance
was the 7% vacancy and collection loss rate. He noted that in the appellant's
reports a vacancy and collection loss of 17.5% was reported in the survey. In
addition, the appraiser used a 20% vacancy and collection rate based on a market
survey. Thus, he opined the 7% vacancy and collection rate is not supported.

The witness also testified that the appraiser failed to consider that an owner pays
for the cost of vacant space during vacancy. Therefore, the witness reconstructed
the income approach using the same data, but used a 17.5% vacancy rate and
imputed $4 per square foot for the 18,978 square feet of common area, heating and
cooling systems, and minor maintenance of the vacant space, resulting in net
operating income of $1,164,398. Unlike the other appraiser, the witness also
accounted for taxes through the use of load factor of .36% applied to the
capitalization rate of 10% used by both appraisers to account for real estate taxes
for the common area. Applying the 10.36% capitalization rate to the reconstructed
net operating income, the witness calculated the subject's market value under the
income approach to be $11,240,000, rounded. The board of review objected to the
witness' income approach as new evidence under Section 1910.66 of the Official
Rules of the Property Tax Appeal Board. The Board finds the witness merely
reconstructed the other appraiser's income approach to value, adjusting the analysis
for some perceived inconstancies or errors. Thus, the Board hereby overrules the
board of review's objection.

With respect to location, the witness testified he disagreed with the other
appraiser's opinion the subject's location in Lake Forest is considered the best
office park location in Lake County. He opined locations closer in proximity to
O'Hare International Airport and the East West Tollway, specifically Oakbrook,
Illinois, are the most premiere office building locations in the Chicago
Metropolitan area, excluding the Chicago Loop. Consideration for this opinion
was based on transportation systems, hotels, and shopping outlets. The witness
also indicated the subject's office park was developed in the late 1970's with only
three buildings constructed in the first decade because it is not located in the most
convenient location.
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With regard to the comparable sales used in the report, the witness testified he
investigated the terms of the sales and interviewed some of the parties involved
with the transactions in order to determine if they were fee simple transactions with
no undue influence. The witness testified comparable 1 was not built in 1999, but
is a brand new building constructed for a multi-tenant use. Additionally, this
property was a leased fee transaction. The witness concluded these factors require
a significant downward adjustment, not a minor adjustment as concluded.
Comparable 2 was also a leased-fee transaction purchased by the tenant and was
not exposed to the market. The witness also indicated comparable 2 has the
flexibility to be a multi-tenant building with excess land that had an addition built
after its sale. Sale 3 is a brand new, six-story building. From his research, the
witness determined the sale was a 1031 exchange that was built-to-suit with a long-
term lease in place. The witness also indicated sale 5 was a lease-fee transaction of
a new building with three tenants in place that was not exposed to the open market.

In summary, the witness testified comparable sales 1, 2, 3 and 5 used by the other
appraiser were not fee simple transactions, but were combinations in many cases of
leased fee, sale-leasebacks, tenant purchase, build to suit, and 1031 exchange
transactions. The witness opined the other appraiser failed to make the adequate
downward adjustments for these factors, notwithstanding their newer age. The
witness testified he would have used fee owner-occupied, or single-tenant fee
simple transactions to value the subject, even if they were in a different
metropolitan county, such as near O'Hare International Airport or the East West
Tollway.

Under cross-examination, the witness testified he has analyzed properties based on
his professional experience and judgment, but usually there is some basis or
support to back up his conclusions and adjustments. He also testified his research
in connection to the appeal was conducted within a month of the hearing date. He
also testified he has some familiarity with the subject and many of the comparables
used by both appraisers based on his experience in Lake County. He agreed he had
time to prepare rebuttal documentation, but did not do so. The witness also agreed
his reconstructed income approach concludes a higher value than the other
appraiser's final value conclusion.

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 this
appeal. The Property Tax Appeal Board further finds a reduction in the assessment
of the subject property is warranted.
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The appellant argued the subject property is overvalued. When market value is the
basis of the appeal, the value must be proved by a preponderance of the evidence.
Winnebago County Board of Review v. Property Tax Appeal Board, 313
Ill.App.3d 179, 183, 728 N.E.2d 1256 (2nd Dist. 2000). The Board finds the
appellant has overcome this burden. In support of the overvaluation claim, the
appellant submitted an appraisal and testimony from the appraiser estimating the
subject property has a fair market value of $10,500,000 as of January 1, 2002 and
January 1, 2003. The board of review submitted an appraisal and testimony from
an appraiser estimating the subject property has a fair market value of $14,100,000
as of January 1, 2002 and January 1, 2003.

The Board finds the best evidence of the subject's fair market value is the appraisal
submitted by the appellant. The Board finds the appellant's appraiser provided
competent, professional, and logical testimony in support of his appraisal
methodology, data used in the three approaches to value, the adjustment process,
and final value conclusion. In contrast, the Board finds the board of review's
appraisal lacked some pertinent details and makes large assumptions without
market support. After hearing the testimony and observing the demeanor of the
two appraisers, the Board finds the appellant's appraisal to be more credible and a
better indicator of the subject’s fair market value.

With respect to the appraisers’ cost approach, the Board finds one analysis to be
superior to that of the other. The Board finds the first discussed appraisal's
depreciated replacement cost new estimate is superior in comparison. With respect
to the subject's improvements, the Board finds both appraisers calculated
somewhat similar replacement costs new of $15,940,000 and $15,035,235,
excluding direct and indirect costs. The Board finds the primary difference in the
cost approaches is the amount of accrued depreciation. One approach concluded
72% depreciation from all causes using the market extraction method derived from
his comparable sales whereas the other used the age/life or straight-line method of
depreciation and determined physical depreciation to be 25%. The inferior
appraisal also concluded the subject suffers from functional obsolescence of 20%
for a total of 45% of accrued deprecation. The Board finds the first appraiser
supported his depreciation calculation using market-extrapolated data whereas the
depreciation amounts calculated in the other appraisal are purely subjective in
nature, such as the functional obsolescence amount. Furthermore, the witness
readily testified that commercial properties like the subject do not depreciate in a
straight-line manner, but depreciate faster at the beginning of its life. Therefore,
the Board finds the age/life or straight-line method of depreciation used and
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calculated to be more subjective and overall inferior. Based on this analysis, the
Board gave the first appraiser's cost approach more weight.

Both appraisers also developed income approaches as another method to estimate
the subject’s fair market value. The second appraiser estimated a value of
$14,110,000 and the first appraiser estimated a value of $10,950,000. Although
there were some flaws pointed out by the parties regarding both appraisers' income
approaches, the Property Tax Appeal Board finds the first income approach to be a
better indicator of the subject's value than the value calculated by the second
witness. First, the Board finds the second witness used a vacancy and collection
loss rate of 7%, based on his local experience of the subject's office park. The
Board finds there is no support in this record for this vacancy and collection loss
rate. In fact, the data in both appraisals from accepted industry sources ranged
from 15% to 22.4%. Therefore, the Board finds the first appraiser's use of a 20%
vacancy and collection loss rate is better supported.

The Board further finds the methodology employed by the first appraiser using
gross leases for the subject and accounting for real estate taxes in the capitalization
rate to be a superior method to estimate the subject's market value for taxation
purposes because the subject property is an owner-occupied or single-tenant office
building. In contrast, the second appraiser used net or triple net leases to value the
subject as a possible multi-tenant building with two tenants. The Board finds this
methodology not as persuasive in this appeal due to the subject's owner-occupied
use. The Board finds it more appropriate to analyze the subject on a gross lease
basis since it is an owner occupied building. The Board finds it appropriate to
account for real estate taxes in the capitalization rate, as did the first appraiser and
the review appraiser, who properly calculated partial tax load factor to account for
owner-paid taxes during vacancy. Finally, the Board finds the second appraiser
did not adequately adjust the comparables to the subject for their multi-tenant use
and their net leases in comparison to the subject.

The courts have stated that where there is credible evidence of comparable sales,
these sales are to be given significant weight as evidence of market value. Chrysler
Corporation v. Property Tax Appeal Board, 69 Ill.App.3d 207 (2nd Dist. 1979) and
Willow Hill Grain, Inc. v. Property Tax Appeal Board, 187 Ill.App.3d 9 (5th Dist.
1989). In addition, the Illinois Supreme Court defined fair cash value as 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 do so. Springfield Marine Bank v. Property Tax Appeal
Board, 44 Ill.2d. 428, (1970).
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With regard to the sales comparison approach, the Board finds the value
conclusion detailed by the first appraiser is a better indicator of the subject’s fair
market value. The Board finds the first appraiser attempted to find, analyze and
adjust the best fee simple arm's-length transactions in estimating the subject's fair
market value. As a result the Board finds the first appraiser's final value
conclusion of $10,500,000 is well supported.

In contrast, the Board finds the second appraiser utilized sales of properties that
were not fee simple transactions, and were composed of buildings that were mostly
newer in age and larger in size than the subject. More importantly, these
transactions were combinations, in many cases, of leased-fee, sale-leasebacks,
tenant purchase, build-to-suit, and/or 1031 exchange transactions, which are not
representative of the subject's owner-occupied value. Most importantly, the Board
finds the sales used by the second appraiser do not meet one of the fundamental
elements of an arm's-length transaction. The evidence and testimony clearly shows
none of the suggested comparable sales used by the second appraiser were exposed
to the open market, a fundamental and necessary element for an arm's-length
transaction.

In conclusion, the Property Tax Appeal Board finds the best evidence of the
subject's fair market value presented in this appeal is the appraisal submitted by the
appellant estimating a market value of $10,500,000 as of January 1, 2002 and
January 1, 2003. Therefore, the Board finds the subject's assessment as established
by the board of review to be incorrect. Since fair market value has been
established, the 2002 and 2003 three-year median level of assessments for Lake
County of 33.18% and 33.21% shall apply.
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d) Payment is made in terms of cash in U.S. dollars or in terms of financial 

arrangements comparable thereto; and 

e) The price represents the normal consideration for the property sold 

unaffected by special or creative financing or sales concessions granted by 

anyone associated with the sale.  [emphasis added] 

 

Kleszynski Appraisal, page 3, quoting The Dictionary of Real Estate Appraisal, Sixth Edition. 

 

The Board finds Kleszynski failed to follow the mandates of what is considered market value or 

otherwise did not support the unadvertised sales he used as representing the market.  In addition, 

one sale was misreported in the appraisal, and actually sold for $32.04 per square foot and not 

the $46.24 per square foot as reported.  The Board finds Kleszynski placed more emphasis on 

utilizing comparables closely situated near the subject, even though the sales were leased fee 

sales as opposed to utilizing fee simple sales located within the subject’s regional market and/or 

were not advertised on the open market.  Even though, Kleszynski gave the sales comparison 

approach to value the most weight in his final reconciliation, the Board finds Kleszynski’s sales 

comparison approach to value is not credible nor reliable.  Therefore, the Board gives 

Kleszynski’s sales comparison approach to value little weight in its analysis.   

 

The board of review’s sales grid (Board of Review Exhibit A-1) depicts five sale comparables 

were utilized.  The comparables sold from September 2012 to December 2014 for prices ranging 

from $7,250,000 to $20,500,000 or from $22.92 to $47.68 per square foot of building area, 

including land.  The board of review’s grid depicted a median sale price of $33.04 per square 

foot of building area.  Atkinson testified that all of the comparables are within 6 miles of the 

subject with 4 being in Carol Stream as is the subject.  He stated that comparable sales #2 and #5 

were indicated by the CoStar reports that there may have been market factors that pushed those 

two values higher.  Comparable sales #2 and #3 were the same property which sold twice.  He 

stated the later sale of this property was indicated to have had renovations done to the building 

which may have influenced the value.  He considered sale #2 and #5 to be outliers of what he 

would consider to be an appropriate value for the property. 

 

The Board gives most weight in its analysis to the sales comparison approach to value as 

developed by Ryan, the intervenor/taxpayer’s appraiser.  The Board finds Ryan made logical 

adjustments to his comparable sales and supported the adjustments made.  The Board finds his 

comparable sales better represent the fee simple interest of the subject property.  The Board gave 

most weight in its analysis to Ryan’s comparable sales #3, #5 and #6.  These comparables sold as 

vacant properties from December 2013 to July 2015 for prices ranging from $5,992,887 to 

$13,500,000 or from $27.50 to $32.17 per square foot of building area, including land.  The 

Board finds this is a fairly tight range from which an indication of value can be determined.  

After making adjustments to the comparables for differences when compared to the subject, the 

Board finds the subject’s estimated market value of $12,523,680 or $12,525,000, rounded, or 

$32.50 per square foot of gross building area, land included, is within the established range based 

on a total sale price and slightly above the established range of the best comparables in this 

record on a per square-foot basis and is supported.  Further, Ryan’s estimated value by the sales 

comparison approach is strongly supported by the board of review’s sale comparables which 

ranged from $7,250,000 to $20,500,000 or from $22.92 to $47.68 per square foot of building 
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PARCEL NO.: 06-34-409-036-0000   

 

The parties of record before the Property Tax Appeal Board are AT&T Communications, the 

appellant(s), by attorney Kevin P. Burke, of Smith Hemmesch Burke & Kaczynski in Chicago; 

the Cook County Board of Review by Cook County Assistant State’s Attorney Randy Kimmer; 

the Elgin S.D. U-46 intervenor, by attorney Ares G. Dalianis of Franczek P.C. in Chicago. 

 

Based on the facts and exhibits presented in this matter, the Property Tax Appeal Board hereby 

finds A Reduction in the assessment of the property as established by the Cook County Board of 

Review is warranted.  The correct assessed valuation of the property is: 

 

LAND: $  69,194 

IMPR.: $328,586 

TOTAL: $397,780 

  

Subject only to the State multiplier as applicable. 

 

Statement of Jurisdiction 

 

The appellant timely filed the appeal from a decision of the Cook County Board of Review 

pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 

assessment for the 2015 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 

over the parties and the subject matter of the appeal. 

 

Findings of Fact 

 

The subject property consists of a two-story, commercial building with 19,889 square feet of 

building area utilized as a telephone central office building. The subject has a 12,673 square foot 

basement. The property has a 32,562 square foot site and is located in Hanover Township, Cook 

County.  The property is a class 5-97 property under the Cook County Real Property Assessment 

Classification Ordinance.  

 

At the commencement of the hearing, Appellant’s attorney Kevin Burke moved to have all 

witnesses removed until they testify. The intervenor objected arguing that their expert witness 

was unable to inspect the interior of the subject property and the Board should prohibit any 

testimony regarding the interior condition. Appellant’s attorney responded that the Board’s rules 

prohibit only that the intervenor’s appraiser’s testimony and report be given less weight as a 
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result of the inability to perform an interior inspection. Appellant’s attorney argued the Board’s 

rules do not prohibit any testimony by appellant’s appraiser regarding the subject’s interior. The 

Intervenor argued that the Board should allow their expert to be present at the hearing in case 

any testimony regarding the interior of the subject was proffered. The Board overruled appellant 

attorney’s objection and allowed the intervenor’s expert to remain at the hearing.   

 

As a preliminary matter, the intervenor also objected for lack of notice to Mr. Michael Rodriguez 

(Rodriguez) testifying as a fact witness. Appellant’s attorney argued that notice was given via 

email to the Board. The Board overruled intervenor’s objection and Rodriguez was accepted as a 

fact witness.  

 

Rodriguez testified that he has been employed at AT&T for approximately 31 years. He testified 

that he is currently the area manager – real estate operations. Rodriguez testified that he manages 

400 properties for AT&T about 300 of which are commonly known as central switching stations. 

He further testified that he has managed the subject property since 2008 and has personal 

knowledge of the property.  

 

Rodriguez testified that a central switching center houses networking equipment for land line 

services. He testified that central switching centers are not office buildings. Rodriguez testified 

that the subject is an all brick, part-one and part-two story building with vinyl floors originally 

built in 1962 with a subsequent addition added on in 1975. Rodriguez also testified that there is 

no elevator to the second floor and only two small windows on the north wall. He testified that 

the building has large façade windows that are designed only to make the building blend in with 

the surrounding downtown community and are really a brick wall behind the façade. He further 

testified that there are no offices in the subject and the interior walls or ceilings are not finished.  

 

Rodriguez testified that the second floor has double doors that can be used to bring in larger 

equipment into the building, but a vendor would have to rent a crane to get the equipment up to 

the second floor. He also testified that water entered the building through the double doors 

during a storm and damaged the vinyl tiles on the second floor. In addition, he testified that the 

basement is used to house mechanical equipment like the fans, boiler, and a backup generator. 

He testified that nothing else is stored in the basement.  

 

Rodriguez further testified that there are companies that store equipment on the second floor of 

the subject but do not pay any rent to AT&T due to a mandate from the Federal Communication 

Commission (FCC). He testified that there are about 17 parking spots along the subject’s 

perimeter and there are no loading docks. Finally, Rodriguez testified that there are no cameras 

on the property and the only security features are locked doors.  

 

On cross, Rodriguez testified that the subject has uninterruptable power system with a back-up 

generator plus a battery. In addition, Rodriguez testified that the subject has a back-up HVAC 

system.  

 

The appellant contends overvaluation as the basis of the appeal.  In support of this argument the 

appellant submitted an appraisal prepared by Michael Kelly (Kelly) estimating the subject 

property had a market value of $540,000 as of January 1, 2013.   
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Kelly testified that he is currently the president of Real Estate Analysis Corporation and has held 

that position for 38 years. Prior to that, Kelly testified that he worked at the Cook County 

Assessor’s office for roughly three years. Kelly also testified that he holds the designations of 

Member of the Appraisal Institute (MAI), Senior Real Property Appraiser (SRPA), and 

Appraisal Institute – General Review Specialist (AI-GRS). Kelly also testified that he has taught 

seminars and courses in connection with real estate appraisals at the Illinois Property Assessment 

Institute. Kelly further testified that he has previously testified before the Board approximately 

20 times in the past five years. Kelly was offered as an expert in real estate theory and practice 

and with no objections by opposing counsels was accepted as such by the Board.  

 

Kelly testified that he has appraised the subject in 2010, 2013, and 2016. He testified that the 

subject was inspected in 2011 and 2013 by two Illinois Certified Appraisers employed by him. 

Kelly testified that in preparation for this hearing he performed an interior and exterior 

inspection of the subject property on May 13, 2019. Kelly testified that for purposes of this 

report he defined market value as value in exchange.  

 

Kelly testified that he found the highest and best use of the subject property to be its current use. 

He explained that the current use is essentially as an industrial building and more specifically as 

an AT&T switching facility, but not a data center. Kelly testified that the subject cannot be used 

as an office building unless it underwent numerous expensive modifications. Kelly also testified 

that an office building would require more parking than is currently available at the subject. 

Kelly testified that in his appraisal report he used only the income and sales approaches to value. 

He testified that he did not use the cost approach to value because it would require a significant 

amount of depreciation to be calculated and that would weaken the reliability of the value.  

 

In his income approach to value, Kelly stated that he examined seven rental comparables. Kelly 

testified that he focused on consummated, not asking, lease deals. He testified that all seven 

rentals are of industrial properties that range between 20,000 and 76,000 square feet of building 

area. Kelly also opined that the subject has inferior ceiling height to newer industrial buildings 

that are designed to incorporate manufacturing and light assembly without the need for further 

modifications. He testified that all of his rental comparables are located within Cook County. 

After adjustments for pertinent factors, Kelly concluded that $2.60 is an appropriate rate for the 

subject’s above ground improvement to arrive at an effective gross income of $51,711.  Kelly 

selected a vacancy rate of 11% based on the fourth quarter vacancy rate for the northwest 

submarket, as well as 1.5% for management fee and 1% for collection loss. Expenses were 

estimated at 13.5% for a Net Operating Income (NOI) of $44,730. Kelly concluded that a 9% cap 

rate is appropriate for the subject and that resulted in a final value based on the income approach 

to value of $500,000.  

 

Under the sales comparison approach to value, Kelly testified that he examined eight sales 

comparables. Kelly stated that the lead source for the sales was CoStar, but each sale was 

confirmed with the deed or transfer declaration and the real estate broker.  Kelly testified that all 

eight of his sales comparables are located in the northwest suburbs and within Cook County. In 

addition, he opined it important to look for comparables within Cook County because of the tax 

structure.  
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Kelly testified that his sales comparables ranged from $24.25 to $38.81 per square foot of 

building area. He testified that comparable #1 was listed as a “distress/high vacancy” property. 

He stated that he does not find vacancy to be a problem when valuing the fee simple interest. In 

addition, he testified that comparable #1 sold at $31.76 per square foot of building area, which is 

in the middle of the range of his suggested sales comparables. Kelly also testified that he looks to 

the relationship between sale price and asking price. In the case of comparable sale #1, Kelly 

found that the unit sold for 77% of the asking price which is also within the range when 

compared to his other comparables. Kelly testified that comparables #2 and #4 were identified in 

CoStar as Real Estate Owned (REO). Kelly stated that he found nothing improper with these 

sales because it was advertised by a national brokerage firm or long-term industrial brokerage 

firm, and both the unit price per square foot and the relationship between sale price and asking 

price is within the range of his comparables.  

 

Overall, Kelly testified that he made pertinent adjustments to each of his eight suggested 

comparables for sale date, location, size of the building, age, condition, ceiling height, 

percentage of office space, and land-to-building ratio. Kelly testified that his conclusion of value 

for the subject was $27.00 per square foot of building area or $540,000 for the whole building. 

Kelly stated that he applied the price per square foot only to the above ground improvement. 

Kelly reconciled the values calculated for the income approach and sales approach to value for a 

final opinion of value of $540,000.  

 

On cross examination by the intervenor’s attorney, Kelly testified that the address for the subject 

is on Main street near the train station and the Bartlett Town Center. He also testified that the 

subject’s land is zoned B1, Village Center District. Kelly testified that the current use of the 

subject most likely qualifies under letter H of the zoning ordinance, which allows for 

communication and private utility uses and he considers those to be industrial. However, Kelly 

testified that letter H of the zoning ordinance does not specifically allow for industrial use. In his 

opinion, communication and private utility are conducted in industrial type buildings that are 

allowed in every suburb. Kelly also testified that industrial uses are not listed under special uses, 

but exceptions are generally granted. With no objection from opposing counsel, the Board 

admitted the village ordinance as Intervenor’s Exhibit B. Kelly testified that he had not 

personally inspected the subject property at the time of preparation of the appraisal report. 

Rather, Kelly testified that the subject was inspected by two other certified appraisers: Daniel 

Kelly and Joseph Heaton. Kelly also testified that in his transmittal letter he adopted the county’s 

classification of the subject as special use commercial property.  

 

In responding to questions regarding the income approach, Kelly further testified that the seven 

lease comparables that he used in his appraisal report are the type of industrial operations that 

would not be allowed in the subject property. He explained that the actual operation needs to be 

separated from the building for appraisal purposes. In developing his cap rate, Kelly testified that 

the three comparables used are substantially larger than the subject, but opined that this is 

irrelevant for his purposes. Kelly also testified that he was unable to find smaller buildings of the 

subject’s size to perform the same analysis. Kelly further testified that distance to the subject 

does not matter because all three comparables are within the metropolitan area. Kelly also stated 

that he assumed that every one of those comparables is an industrial property.  
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Kelly also testified that all of his suggested sales comparables are industrial buildings and zoned 

accordingly. Finally, Kelly testified that a couple of his sales comparables were labeled as REO 

in the CoStar system, but he was never able to confirm that.  

 

On cross examination by the Assistant State’s Attorney, Kelly testified that all of his rental 

comparables are industrial properties. Kelly testified that in his appraisal report he developed a 

value in exchange as opposed to a value in use. Kelly testified that if the subject was being sold 

on the open market, the potential buyer might possibly be required to follow the B1 village 

center district ordinance. Kelly testified that the subject could not economically be used for any 

retail purpose. He testified that he did not include an economic feasibility analysis but considered 

it when developing his highest and best use. Kelly also testified that this type of a building could 

accommodate light manufacturing, but he is not sure whether the village would allow it based on 

current zoning.  

 

On redirect, Kelly testified that in his transmittal page, he labeled the subject a special use 

commercial property based on the county’s 5-97 classification. He stated that in the actual 

appraisal report, he described the subject as an industrial property. Kelly also testified that the 

subject is not suitable for retail use, despite being surrounded by retail properties. Finally, Kelly 

testified that he is not aware if the zoning ordinance has changed over time, but the subject was 

built with permission from the village.  

 

The board of review submitted its "Board of Review Notes on Appeal" disclosing the total 

assessment for the subject of $422,641.  The subject's assessment reflects a market value of 

$1,690,564 or $85.00 per square foot of building area, including land, when applying the 2015 

Cook County Ordinance level of assessments for class 2 property of 25%. 

 

In support of its contention of the correct assessment, the board of review submitted information 

on five suggested sales comparables. Those comparables include office buildings, warehouses, 

and general retail stores that range: in size from 1,500 to 17,562 square feet of building area; in 

age from 5 to 32-year-old; in sale date from September, 2011 to September, 2015; and in sale 

price from $89.91 to $180.79 per square foot of building area.  

 

In support of their request for an increase in the subject’s assessment to $2.1 million, the 

intervenor submitted an appraisal prepared by Eric Dost (Dost). At hearing, Dost was the 

intervenor’s only witness.  He testified that he is the president of Dost Valuation Group and has 

been a commercial real estate appraiser for 33 years. Dost testified that he has performed 

approximately 3,000 commercial appraisals during his career. Dost also stated that he testified as 

an expert witness before tribunals, including PTAB. Dost was offered as an expert in real estate 

theory and practice and with no objections by opposing counsels was accepted as such by the 

Board. 

 

Dost testified that he prepared a summary appraisal report consistent with USPAP standards. He 

testified that he personally inspected the subject property’s exterior, only. Dost testified that he 

made an effort to inspect the subject’s interior but was not granted access. He testified that the 

effective date of value for his report is January 1, 2013 and the scope of the appraisal is to value 

the fee simple interest.  
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Dost testified that the subject is a telephone central office building that houses equipment needed 

to direct and process phone calls and data traffic. Dost compared the subject to data centers, 

internet gateways, and telecom hotels. Dost explained that telephone central office buildings 

have the physical attributes that allow for technology computer equipment for systems, data 

operations, data collection, recovery and transmission, back up operations, emergency 

operations, telecommunications, and other similar uses. Dost explained that some of those 

physical attributes include power and electronic data transmission redundancy, uninterrupted 

power or UPS system, extensive wiring for a heavy duty and redundant HVAC system, as well 

as a fire prevention and suppression systems and security services.  

 

Dost testified that the subject is located in the central business district of the Village of Bartlett. 

He testified that the subject is zoned B1, Village Center District. Dost explained that B1 zoning 

allows commercial, retail, and office use. He testified that communications and private utilities, 

such as telephone business offices are a permitted use within the District as special uses. Dost 

concluded that the highest and best use of the subject as vacant is for commercial or retail 

development consistent with zoning requirements.   

 

In reaching his conclusion of value, Dost utilized the cost approach, the sales comparison 

approach, and the income capitalization approach. Dost explained that he used the cost approach 

because the subject is a special purpose facility, which are often purchased by investors. In 

developing his cost approach, Dost estimated the value of the land as a separate component of 

the overall assessment. Dost identified four comparable land sales, two of which are located in 

Bartlett. Those comparables range from $9.86 to $33.81 per square foot. Dost testified that he 

adjusted those comparables for size, zoning, utilities, location, demolition costs, market 

conditions, and other characteristics. After adjustments, Dost valued the subject’s land at 

$380,000 or $12.00 per square foot of land. Dost also testified that he used the Marshall 

Valuation Service (Marshall) to estimate a replacement cost for the subject. He testified that he 

used information on data centers because Marshall had limited data for telephone central office 

buildings.   

 

For his sales comparison approach, Dost testified that he searched for properties with similar 

construction and physical characteristics as the subject. Dost testified that he found five 

comparable properties that were used as data center, call center, and flex office-type property 

within 30 miles of the subject. His first sales comparable was used by the telecommunication 

firm Verizon. Dost described this comparable as an office building call center that possessed the 

same redundant power systems, the UPS, and the back-up generator similar to the subject. Dost’s 

comparable #2 was similarly occupied by a telecommunication company and was described as a 

flex office data center. Comparable # 3 was occupied by Siemens and used as a data center. 

Comparable #4 is also a flex office and data center with similar UPS and battery back-up 

systems. Finally, comparable #5 is the distressed sale of a data center in Chicago. These 

comparables range: in size from 32,800 to 127,280 square feet of building area; in sale data from 

September, 2010 to May, 2013; and in price from $47.26 to $195.05 per square foot of building 

area. Dost testified that when selecting these comparables, he considered proximity to the 

subject, age, and other features.  He verified the sales information through CoStar, public 

records, and Securities and Exchange Commission (SEC) filings. After adjustments for pertinent 

factors, Dost valued the subject property at $2,100,000 as of January 1, 2013.  
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In his income capitalization approach, Dost testified that he examined five rental comparables. 

He stated that he made adjustments to some of the comparables because they were only asking 

prices. Dost also testified that he included the basement in the total square footage. He testified 

that in addition to researching national portfolio of data center rentals, investor survey data, and 

other market sources, he also researched a portfolio of 74 data center properties owned by Digital 

Realty Trust. Based on all of the data, Dost concluded that the subject’s market rental value is $8 

on a net basis for a Potential Gross Rent of $255,544 plus $181,791 in total expense recoveries. 

Dost testified that he made adjustments for vacancy and collection losses of 10%. In addition, 

Dost assumed a triple net lease and subtracted insurance, stabilized property taxes, a 

management fee, and replacement reserves. After subtracting operating expenses, Dost arrived at 

a NOI of $195,953.  

 

In developing his capitalization rate, Dost testified that he used three different methods. The first 

source Dost used was the income and capitalization information from his sales comparables. The 

second method Dost used in developing a capitalization rate was the PWC real estate investor 

survey where he considered the subject to be an above average quality non-institutional property. 

The third method Dost used was the band of investment technique. Based on those three 

methods, Dost concluded that the subject has a capitalization rate of 9.50%. Dost testified that in 

applying the CAP rate to the NOI, he estimated the value of the subject property under the 

income approach to be $2,100,000 as of January 1, 2013.  

 

In reconciling the three approaches to value, Dost testified that he placed primary emphasis on 

both the sales comparison and income capitalization approach with a final opinion of value of 

$2,100,000. Dost also testified that his opinion of value would be the same as of January 1, 2015.  

 

On cross, Dost testified that the emergency batteries were not appraised because they are 

personal property. Dost also testified that the current use of the subject is legal as a somewhat 

special use. Dost also stated that he used all three approaches to value. He testified that in his 

cost approach to value the basement space was less valuable than the above grade space. Dost 

also stated that in his sales comparison approach did not distinguish between basement square 

footage and above grade. Dost also testified that his income approach also did not distinguish 

between the basement and the above grade space. He further testified that the calculation for 

functional obsolescence contains an error.  

 

Dost testified that generally highest and best use analysis is performed to help identify the 

comparables an appraiser relies on. Dost found that the highest and best use for the subject is the 

current use. Dost testified that his transmittal letter included the relevant portion of the definition 

of a telephone central office as listed on thecentraloffice.com. Whereupon, appellant’s attorney 

introduced a printout from the source Dost relied upon for the definition of a telephone central 

office, which was marked as Appellant’s Exhibit #1. Based on the source, Dost testified that 

telephone centers are not the typical office buildings. He also stated that nowhere in the printout 

from the source does it say that a telephone central building is similar to a data center. Of his 

comparable sales, Dost testified that none are AT&T telephone switching centers, and neither are 

any of his rental comparables.  

 

Dost testified that Marshall and Swift lists limited information on small telephone central office 

buildings. Instead, he used cost figures for data centers because that information was much more 
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detailed and generally consistent with telephone central office figures. Dost also testified that the 

subject is not a public building and he does not believe it to be compliance with the American’s 

with Disabilities Act (ADA). Dost testified that throughout his report he stated that the subject is 

similar to a data center but was unable to inspect the types of computers contained within the 

building and cannot state for certain. Dost also testified that data centers are expensive to build. 

In his list of national data centers, Dost stated that only two were in Illinois, both of which were 

located in downtown Chicago. Dost testified the subject property is 35 to 40 miles away from 

downtown Chicago.  

 

Dost testified that his land sales adjustments are summarized in the grid titled “land valuation 

summary.” He stated that the subject is located in Cook County, but not near a major retailer. 

Upon questioning, Dost testified that his comparable #3 is located in Kane county. He also stated 

that he has seen the transfer declaration for comparable #2 of his land sales and the property was 

advertised for sale. Appellant’s attorney introduced the transfer declaration for that comparable 

and marked it as Appellant’s Exhibit #2. Upon questioning, Dost stated that the transfer 

declaration for comparable #2 provides that the subject was not advertised. He explained that he 

saw the listing sheet from the Multiple Listing Service (MLS) and based on that concluded that 

the subject was advertised for sale.  

 

Dost testified that Marshall & Swift divides up cost figures by type of building. He stated that the 

subject is a subcategory of industrial property and not an office space. Dost stated that data 

centers are also classified as industrial and not office or commercial space. Dost also testified 

that he included 10% for entrepreneurial profit in his cost figures. Dost further testified that since 

the subject was built the equipment has decreased in size from the old analog to computer servers 

and there is a decrease in the need for this type of space. 

 

Dost testified that the subject could be classified as industrial, but it is not a standard industrial 

building. Dost testified that most of his land sale comparables were located at least 15 miles from 

the subject, with two of the properties located in Cook County. Dost agreed with appellant’s 

counsel that taxes on industrial and commercial properties tend to be higher in Cook County as 

compared to the collar counties. Dost also stated that he adjusted his comparables for distance, 

but not specifically for property taxes. In addition, Dost testified that four of his comparables 

sales were lease fee. He also testified that the value of the fee simple interest can be equal to the 

value of the fee simple interest depending on the circumstances. For that reason, Dost testified 

that did not find an adjustment was necessary for the lease fee sales.  

 

Dost testified that his comparable sales had a superior land-to-building ratio than the subject. He 

testified that he used CoStar as a primary source. He testified that he was not aware that CoStar 

listed his improved sale #1 as a four-star office building. Whereupon, appellant’s attorney 

introduced a CoStar printout and marked it as Appellant’s Exhibit #3. Dost testified that he 

performed only an exterior inspection of his comparable sale #1. Appellant’s attorney also 

introduced a photograph of that property and marked it as Appellant’s Exhibit #4. Dost testified 

that the property in Appellant’s Exhibit #4 was indeed that of his comparable sale #2. Dost also 

indicated that comparable #2 was leased by Verizon, which is a comparable occupant. Dost 

stated that the building is nicer than the subject building and Verizon ultimately used their right 

of first refusal and purchased the building. Appellant’s attorney introduced the transfer 

declaration for comparable #2 and marked it as Appellant’s Exhibit #5. Dost testified that the 
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transfer declaration stated that the buyer exercised the option to purchase and the property was 

advertised for sale. Dost further testified that the transfer declaration stated that Verizon’s lease 

commenced in 2007. He also stated that comparable #2 is newer and located in DuPage County. 

Dost testified that he read the marketing material but did not remember his comparable sale #2 to 

be described as a state-of-the-art data center. Appellant’s attorney introduced the marketing 

material for comparable sale #2 and marked it as Appellant’s Exhibit #6. Dost also testified that 

he generally looks at documents from the Securities and Exchange Commission (SEC). 

However, he did not believe that he did in this case. Appellant’s attorney introduced the filing 

with the SEC and marked it as Appellant’s Exhibit #7. Based on that report, Dost stated that only 

2.7 million dollars was allocated to the real estate.  

 

Dost testified that one hundred percent of his sales comparable #3 was leased at the time of 

purchase. He also stated that this comparable was located in Buffalo Grove, which is 

approximately 25 miles from the subject. He stated that comparable #3 was built in 1988 and 

underwent a three-million-dollar renovation shortly before the sale date. Dost stated that this 

comparable had about 70 percent data center space and 30 percent office space, with no 

basement space. Dost testified that comparable #3 had superior ceiling heights to the subject, as 

well as a better location. He stated that comparable #3 sold for $195 per square foot, which is 

significantly higher than his other comparables and defined the upper end of his range.  

 

Dost testified that his comparable sale #4 is located close to I-90 and about eight to ten miles 

from the subject property. He stated that this comparable has no basement space and that it 

consisted of two separate buildings. Dost testified that one of those buildings contained 5,900 

square feet of tier 2 data center space. He also stated that comparable #4 had improvements done 

about eight to ten years prior to the sale date.  

 

Dost testified that his comparable sale #5 is located in the South Loop area. He stated that all of 

his comparables are connected by the fiber network and he considers them to be in the same 

market area. Dost also testified that downtown Chicago is one of the hottest markets for data 

center type properties. He also stated that the Bartlett area where the subject property is located 

would not be similar to downtown Chicago in that respect. Dost testified that his sales 

comparable #1 has below grade space.  

 

Dost testified that four out of five of his rental comparables are asking rents, not actual rents. He 

stated that actual rents are generally lower. Dost testified that he did not specifically make 

adjustments for land-to-building ratio because few people are needed to operate a data center. 

Dost agreed with appellant’s attorney that the subject has 15 to 20 parking spaces. Dost also 

stated that none of his rental comparables have basement space.  

 

Dost testified that his rental comparable located in Rockford is about 50 miles from the subject 

property. He also stated that due to the scarcity of such buildings, a typical buyer would 

generally consider Rockford and Bartlett as alternates. Dost testified that his rental comparable 

#3 is three times larger than the subject, while rental comparable #5 is ten times larger. He also 

stated that rental comparable #2 and #3 are 10 to 15 miles from the subject property.  

 

Dost testified that his report refers to Real Capital Analytics when discussing vacancy rates and 

their analysis includes data center-type properties within the industrial category. He further 
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testified that taxes are not included in his total rent estimate and would be a separate value along 

with insurance costs and other expenses. Dost stated that he does not know what the property 

taxes are for his five rental comparables because the general location is more important than the 

tax burden.  

 

Dost testified that the list of 74 national data center properties reflects gross rents and the subject 

is a net rent. He testified that he relied more on the local data than the average gross rent from 

the list of national data centers. Dost testified that he inspected each of his rental comparables. 

He stated that his rental comparable #2 is about 20 years newer than the subject, while rental 

comparable #3 is about 15 years newer. He testified that rental comparable #3 has ceiling heights 

of 27 feet while the subject’s range from 12 to 14 feet. Dost also testified that his rental 

comparable #5 has about 70% office space with ceiling height of 24 feet. Rental comparable #4 

has about 25% office and some data center space. Dost stated that rental comparable #4’s 

ceilings are about seven feet higher than the subject property.  

 

On redirect, Dost testified that there were no sales comparables of telephone switching centers 

because, to the best of his knowledge, they are all owner occupied by AT&T. Under those 

circumstances, Dost stated that the most similar type of property would be a data center. Dost 

stated that when appraising a property where there are no exact comparables for sales or rental 

data, he generally looks for properties with similar features. He stated that some of the most 

important features would include location and physical characteristics. Dost also testified that he 

was aware that properties built before passing of the ADA, such as the subject building, are not 

subject to that federal law.  

 

Dost testified that he based his conclusion that land sales comparable #2  was advertised for sale 

based on his research and the MLS listing. He stated that he does not find errors in transfer 

declarations frequently, but in this case there was one. Dost also testified that there are a number 

of things that the owner can do to affect the effective age of a building. In this case, Dost found 

exterior features such as tuck pointing, roof, and the HVAC system to be well maintained. Dost 

testified that he is familiar with the PTAX 203A, which asks the parties to opine as to whether 

the sale is representative of the market value. He also testified that he looked at the PTAX 203A 

for comparable sale #2 and the parties provided their opinion.  

 

On re-cross, Dost stated that he would not expect someone to provide false information to the 

federal government. At which point, all seven hearing exhibits for the appellant and two hearing 

exhibits for the intervenor were admitted in the record.  

 

In rebuttal, Appellant’s attorney called Daniel Novak (Novak) as a witness. Intervenor’s attorney 

objected to Novak’s testimony as irrelevant to Dost’s testimony. Appellant’s attorney argued 

Novak’s testimony will clarify differences between central switching centers and data centers as 

well as the different types of data centers. The Board overruled intervenor’s objection and Novak 

was allowed to testify as a fact witness.  

 

Novak testified that he is currently employed by AT&T in their technical space operations group. 

He testified that he has worked for AT&T for nearly 20 years and has been in his current position 

since 2011. Novak testified that he is in charge of all capital improvements and operations for 

data centers and technical spaces of a number of buildings. Novak stated that part of his job 
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responsibility is to visit these data centers that are owned and operated by AT&T. He testified 

that he is familiar with AT&T’s central switching centers and particularly with the subject 

property. He stated that he has been inside the subject, which was originally designed as a central 

office switching space, also known as central switching center. As of 2015, Novak testified that 

he considers the subject to be a switching center. Novak testified that an AT&T data center 

would have raised flooring of between 30 and 36 inches, which allows for circulation of airflow 

and cooling of the equipment. Novak testified that data centers have mechanical and electrical 

redundancy. He explained that electrical redundancy is having more feeds maintaining the power 

supply. This includes having a generator either inside or outside of the building. Novak 

explained that mechanical redundancy is meant to account for the loss of a mechanical unit and 

the continued power feed to the building. The same redundancy principles, he explained, are 

used for chillers and cooling towers. Novak testified that the UPS systems in phone switching 

stations differ from data centers in the consistency of current. He also testified that data centers 

usually have three to four power generators, while the subject has only one. Novak also testified 

that data centers usually have security cameras as well as card and bio readers. Novak testified 

that during his employment with AT&T he has not seen a switching center converted to a data 

center. Novak opined that the conversion would be cost prohibitive. Finally, Novak testified that 

in his opinion the subject property is not a data center.  

 

On cross examination, Novak testified that the subject receives sufficient power for the current 

purposes. He also stated the subject may have enough power for small shops. Novak testified 

that the subject property does have an uninterruptable DC power supply, which includes a 

generator and a battery system in place. He stated that this uninterruptable power supply system 

is a feature of both telephone switching stations and data centers.  

 

On redirect, Novak testified that the subject’s UPS system is insufficient for a data center 

because it is not AC power, but DC power.   

 

Conclusion of Law 

 

The appellant contends the market value of the subject property is not accurately reflected in its 

assessed valuation.  When market value is the basis of the appeal the value of the property must 

be proved by a preponderance of the evidence.  86 Ill.Admin.Code §1910.63(e).  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 appellant met this 

burden of proof and a reduction in the subject's assessment is warranted. 

 

In determining the fair market value of the subject property for tax year 2015, the Board closely 

examined the appraisals prepared by Kelly and Dost and the evidence submitted by board of 

review. The Board accords little weight to the board of review’s evidence submission for it 

lacked the preparer’s testimony concerning qualifications, methodology regarding data used 

therein, and conclusions of value. The Board then looks to the remaining evidence that comprises 

the Kelly report and testimony; Dost’s report and testimony; and the testimony by Rodriguez and 

Novak. 

 

Kelly stated in his report that the “sales comparison approach indicates the value of the subject 

property based upon the principle of substitution.” Kelly argued that the current use of the 
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properties being compared is irrelevant for appraisal purposes. Under his highest and best use, 

Kelly concluded that the subject’s site is zoned B-1, which he determined allows for industrial 

use. However, at hearing he was unable to specify exactly which section of the zoning ordinance 

would allow for industrial use other than that currently permitted under subsection H, for 

communication and private utility uses. Kelly testified that all of his comparables are industrial 

properties that would not qualify under subsection H because they are not engaged in 

communication or private utility uses. Based on the foregoing, the Board finds that Kelly’s 

comparable properties are simply not a permitted use by the local ordinance and are therefore not 

substitutable with the subject. Therefore, the Board gives diminished weight to Kelly’s 

conclusions of value based on his comparable sales approach to value.  

 

Similarly, the Board gives diminished weight to Kelly’s income approach to value because he 

used properties that are not a permitted use under the local ordinance and are markedly dissimilar 

from the subject based on office space, land-to-building ratio, parking availability, chronological 

age, ceiling height, and other features, such loading docks.  

 

The Board also gives diminished weight to Dost’s conclusions of value based on his sales 

comparison approach. The Board finds that data centers although permitted under the local 

ordinance are a superior type of properties to telephone switching centers. Both Rodriguez and 

Novak testified that data centers are superior type of properties to telephone switching centers. 

Rodriguez testified that the only security in a central switching center is locking the doors. 

Novak testified that data centers have cameras as well as card and bio readers. Novak also 

testified that data centers have raised floors to allow for cooling of the equipment. Novak stated 

that both data centers and central switching centers have UPS equipment. However, he 

differentiated the power supply as AC-based system for data centers and DC-based for central 

switching centers. Furthermore, Dost testified that data centers are more expensive to build than 

central switching centers. Despite the foregoing, Dost valued the subject property per square foot 

after adjustments at a higher rate than superior comparable data centers. Therefore, the Board 

gives diminished weight to Dost’s adjustments and conclusions of value and finds that the 

subject’s assessment per square foot should be lower than the range of the most probative data 

center properties, after pertinent adjustments.  

 

The Board finds that Dost’s comparables sales #1, #2, and #5 are most probative of a comparable 

range for data center type properties and range in price from $87.99 to $93.46 per square foot of 

building area. The Board finds that the subject’s current assessment of $84.99 is only slightly 

below that range of the superior type property. Therefore, after adjustments for pertinent factors, 

the Board finds that a reduction in the subject’s assessment is warranted.  
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IMPORTANT NOTICE 

 

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

 

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. Pursuant to Section 1910.50(d) 

of the rules of the Property Tax Appeal Board (86 Ill.Admin.Code §1910.50(d)) the proceeding 

before the Property Tax Appeal Board is terminated when the decision is rendered.  The Property 

Tax Appeal Board does not require any motion or request for reconsideration. 

 

 

 

  

 Chairman   

 

 

 

  

Member  Member   

  

 

  

Member  Member   

     

DISSENTING: 
 

  

  

 

C E R T I F I C A T I O N 

 

As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do 

hereby certify that the foregoing is a true, full and complete Final Administrative Decision of the 

Illinois Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this 

said office. 

 

 

Date: June 16, 2020 
  

     

 Clerk of the Property Tax Appeal Board  
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"If the Property Tax Appeal Board renders a decision lowering the assessment of a particular 

parcel after the deadline for filing complaints with the Board of Review or after adjournment of 

the session of the Board of Review at which assessments for the subsequent year or years of the 

same general assessment period, as provided in Sections 9-125 through 9-225, 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 such subsequent year or years 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 OR YEARS. A separate petition and 

evidence must be filed for each of the remaining years of the general assessment period. 
 

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. 
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FINAL ADMINISTRATIVE DECISION 

ILLINOIS PROPERTY TAX APPEAL BOARD 
 

 
PTAB/KPP/3-17   

 
 

 
APPELLANT: Autozone, Inc. 
DOCKET NO.: 09-33777.001-C-2 
PARCEL NO.: 25-05-108-034-0000   

 
The parties of record before the Property Tax Appeal Board are Autozone, Inc., the appellant, by 
attorney Jack E. Boehm, Jr., of Fisk Kart Katz and Regan, Ltd. in Chicago; and the Cook County 
Board of Review by assistant state’s attorney Christin Duffy. 
 
Based on the facts and exhibits presented in this matter, the Property Tax Appeal Board hereby 
finds A Reduction in the assessment of the property as established by the Cook County Board of 
Review is warranted.  The correct assessed valuation of the property is: 
 

LAND: $  56,343
IMPR.: $146,196
TOTAL: $202,539

  
Subject only to the State multiplier as applicable. 

 
Statement of Jurisdiction 

 
The appellant timely filed the appeal from a decision of the Cook County Board of Review 
pursuant to section 16-160 of the Property Tax Code (35 ILCS 200/16-160) challenging the 
assessment for the 2009 tax year.  The Property Tax Appeal Board finds that it has jurisdiction 
over the parties and the subject matter of the appeal. 
 

Findings of Fact 
 
The subject property consists of a one-story, masonry, commercial building used for owner-
occupied, retail purposes.  The building was constructed in 2003.  The property has a 27,318 
square foot site and is located in Lake Township, Cook County.  The subject is classified as a 
class 5A, commercial property under the Cook County Real Property Assessment Classification 
Ordinance. 
 
For purposes of judicial economy, the subject property’s 2009, 2010 and 2011 appeals were 
scheduled for hearing simultaneously.  At hearing, the parties had no objection to the 
consolidation of the three tax years for hearing purposes, with the knowledge that distinct 
decisions would be rendered for each tax year under appeal. 
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Further at hearing, all parties appeared as well as the court reporter and witness after receiving 
due notice.  Nevertheless, the board of review’s representative requested that there be a 30-day 
continuance.  After some discussion off the record, the Board ruled on the record that since all 
parties were present including the parties’ sole witness and without good cause shown, that the 
hearing would proceed.  Thereby, the Board denied the board of review’s request.  
 
The appellant contends overvaluation as the basis of the appeal.  In support of this argument, the 
appellant submitted an appraisal conducted by Joseph Ryan estimating the subject property had a 
market value of $800,000 as of January 1, 2009.  However, the appellant asserts that due to a 
building size discrepancy the appellant is requesting a market value of $550,000 as of the 2009 
assessment date.  
 
Mr. Ryan testified that he is a commercial real estate appraiser who is licensed in the State of 
Illinois and holds the designation of Member of the Appraisal Institute (MAI) since June, 1992.  
He also stated that he worked for various appraisal agencies after departing from the Cook 
County Assessor’s office in 1985.  He indicated that he has completed several hundred appraisal 
assignments of retail properties.  Ryan was offered as an expert in the appraisal of real estate 
without objection by the parties.  Therefore, the Board accepted him as such. 
 
Initially, Ryan testified that he completed an appraisal for the effective date of January 1, 2009 
and a transmittal date of September 10, 2010, but that he then updated that appraisal report.  He 
stated that he was given wrong information about the size of the building.  He stated that he did 
not notice that the approximate size of 10,000 was unusual for an Autozone store because the 
size generally ranges from 7,000 to 10,000 square feet.  He indicated that once he found the 
corrected information that he issued a new report.  However, the appellant did not submit this 
‘updated’ report into evidence in the 2009 tax appeal.   
  
Under cross examination on this point, Ryan testified that he noticed the discrepancy before he 
initial appraisal issuance date of September 10, 2010.  In addition, he stated that his ‘updated’ 
appraisal was actually submitted in the 2010 and 2011 appeals for this property. He also 
indicated that the only error in the 2009 report was the building’s size which was altered in the 
later report.  Ryan testified that he became aware of the square footage error when the 
appellant’s attorney pointed it out to him.  He also stated that the staff appraiser, Linehan 
inspected the subject property.   
 
Ryan testified that he estimated the market value of the subject while developing two of the three 
traditional approaches to value.  The value estimated in the income approach was $800,000 and 
the value estimated in the sales comparison approach was $800,000. He stated that the purpose 
of the appraisal was to estimate the retrospective market value of the fee simple estate of the 
property for ad valorem taxation.  The property was inspected on July 15, 2010 which included 
an interior and exterior inspection.  In addition, the subject was found to be in overall good 
condition.   
 
Ryan stated that the 2009 market reflected a sales drop due to the economic collapse that began 
in October, 2008.  He indicated that the economic collapse caused consumers to spend less and 
with the lack of available financing caused commercial real estate markets to drop.  He indicated 
that the subject’s neighborhood was the Auburn – Gresham neighborhood.  Moreover, he stated 
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that in this neighborhood the real estate market came to a dead halt due to lack of available 
financing.  He stated that this time period was called the greatest economic collapse since the 
Great Depression in 1929.  The subject’s highest and best use as vacant was for commercial use 
with a retail building, while the subject’s highest and best use as improved was its continued use. 
 
Ryan testified that he did not develop a cost approach because the real estate market was in a free 
fall from 2006 through 2009; therefore, he could not extract overall depreciation from properties.  
However, the Ryan appraisal stated that the cost approach was not undertaken due to the subject 
property’s age.   
 
As to the sales comparison approach, Ryan used four properties which were all single-tenant, 
retail stores which were the same comparables employed in his appraisal for all three tax years at 
issue during the hearing.  These four properties sold from July, 2006, to December, 2009, for 
prices that ranged from $300,000 to $1,049,097, or from $40.00 to $116.39 per square foot of 
building area.  The properties contained improvements that were built from 1985 to 2006.  They 
ranged in building size from 7,009 to 14,050 square feet and in land size from 26,998 to 33,803 
square feet of land.   
 
At hearing, Ryan stated that all of the sales were fee simple sales and that he verified the sales 
data with public records including a real estate transfer declaration and/or CoStar Comps service.  
As to sale #1, he stated that the property was purchased and converted to an AutoZone store with 
a fee simple transaction in 2006; and thereafter, sold in a leased fee sale in 2007.  In Ryan’s 
adjustment section of the sales comparison approach, he stated that “commercial properties tend 
to have an inverse relationship between building size and value per-square-foot; as building size 
increases, the value of properties on a per square foot basis tends to decrease”. 
 
Under the sales comparison approach to value, Ryan concluded a market value in the 2009 
appraisal of $80.00 per square foot based upon 9,954 square feet, and in the 2010 appraisal of 
$100.00 per square foot based upon 5,549 square feet.  In addition, he stated that in using the 
correct square footage for the 2009 tax year would reflect a market value of $550,000 under this 
approach to value. 
 
The appraisal also developed the income approach to value by using four asking price rental 
properties that were either single-tenant or multi-tenant buildings.  The Ryan appraisal in the 
2009 tax year estimated a potential gross income of $9.00 per square foot or $89,586 while 
deducting 5% for vacancy and collection loss resulting in an effective gross income of $85,107.  
Thereafter, he deducted operating expenses resulting in a net operating income of $75,607 or 
$7.60 per square foot.  The appraisal indicated that the direct capitalization technique resulted in 
a 9.50% overall capitalization rate, while the band of investment method resulted in a 9.34% 
capitalization rate.  Ryan applied 9.50% to the subject’s net operating income resulting in a 
market value of $800,000, rounded. 
 
In reconciling the two approaches to value, Ryan’s appraisal accorded primary consideration to 
the income approach stating that the rental information was considered to be reliable and the 
most comparable in the marketplace after adjustments with secondary consideration accorded the 
sales comparison approach for the sales were considered similar in most respects to the subject 
and the information considered highly reliable.  Thereby, the appraisal indicated a final 
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indication of value for the subject of $800,000 as of January 1, 2009.  At hearing, Ryan testified 
that he generally gives most weight to the sales comparison approach to value especially where 
the subject is an owner-occupied building.  Lastly, in two consecutive questions, Ryan testified 
that the subject’s value as of January 1, 2009 was first, $800,000 and then, $550,000. 
 
The board of review’s representative requested an opportunity to review the work product of the 
appellant’s appraiser, which was granted while according the appellant’s attorney an opportunity 
to remove any ‘privileged’ documents from that file.  After a recess, the hearing proceeded.   
 
Under cross examination by the state’s attorney, Ryan testified to the makeup of his office’s 
staff, while stating that this appraisal assignment was given to staff appraiser, Linehan.  Ryan 
stated that he had not worked on the appraisal, but had reviewed it.   He also stated that when the 
appellant’s attorney hired Ryan to perform this appraisal, that the attorney had given the square 
footage of the subject as 9,949 square feet to Ryan, which in turn was conveyed by Ryan to staff 
appraiser, Linehan.  In addition, Ryan testified that he had conducted an exterior inspection of 
the subject in 2010 initially stating that the inspection was prior to the 2009 appraisal’s 
transmittal, but later stating that he could not remember.  He also stated that he has inspected the 
interior of other AutoZone stores when he is appraising them, but did not do so for this subject 
property.    Moreover, Ryan testified that when Linehan conducted his interior inspection of the 
subject that Linehan did not measure out the property.   
 
As to the appraisal, Ryan stated that the four rental properties were obtained from LoopNet and 
that he did not personally verify the rental data.  Further, Ryan testified that he typically checks 
the accuracy of a property’s square footage that has been inspected and signs off on appraisals as 
being true and accurate.  He also stated that he used the same sale comparables for both the 2009 
and 2010 appraisals, while testifying that he did not remember if Linehan or he reran the CoStar 
Comps inquiry after knowing that the subject’s size was essentially diminished by half.  
Moreover, he stated that he made no adjustment for size to the sale comparables and that there 
was no specific or standard size for an AutoZone building. 
 
At the conclusion of the appellant’s case-in-chief, the state’s attorney moved to strike Ryan’s 
testimony.  After hearing the parties’ arguments on this point, the Board denied the motion while 
indicating that the argument actually speaks to the weight to be accorded Ryan’s testimony not 
admissibility. 
 
The board of review submitted its "Board of Review Notes on Appeal" disclosing the total 
assessment for the subject of $438,752.  The subject's assessment reflects a market value of 
$1,755,008 or $176.31 per square foot of living area, including land, when applying the level of 
assessment for class 5A, commercial property under the Cook County Real Property Assessment 
Classification Ordinance of 25%.  The board of review’s memorandum indicated that the 
subject’s building contained 9,954 square feet located on a 27,318 square foot site. 
 
In support of its contention of the correct assessment, the board of review submitted unadjusted 
sales information on four suggested comparable sales that were single-tenant or multi-tenant 
properties that sold from April, 2004, to March, 2007, for prices that ranged from $92.25 to 
$427.16 per square foot.  The properties ranged in building size from 7,784 to 8,672 square feet 
of retail free-standing buildings.  
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Moreover, the board of review's memorandum stated that the data was not intended to be an 
appraisal or an estimate of value and should not be construed as such.  This memorandum 
indicated that the information provided therein had been collected from various sources that were 
assumed to be factual and reliable; however, it further indicated that the writer hereto had not 
verified the information or sources and did not warrant its accuracy.  As a result of its analysis, 
the board requested confirmation of the subject's assessment. 
 
At hearing, the state’s attorney rested on the board of review’s written evidence submission. 
 
 

Conclusion of Law 
 
The appellant contends the market value of the subject property is not accurately reflected in its 
assessed valuation.  When market value is the basis of the appeal the value of the property must 
be proved by a preponderance of the evidence.  86 Ill.Admin.Code §1910.63(e).  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 appellant met this 
burden of proof and a reduction in the subject's assessment is warranted. 
 
The initial issue before the Board is the size of the subject’s building.  The Board finds that the 
best evidence of size was the appraiser’s testimony supported by the appellant’s and board of 
review’s evidence in tax years 2010 and 2011 reflecting a building size of 5,549 square feet.  
Further at hearing regarding the 2009 tax year, the parties were in agreement that the incorrect 
square footage of 9,954 was reflected in the 2009 evidence submissions by both parties. 
 
Next, the Board finds that the appellant’s appraisal with the appraiser’s testimony sheds 
considerable light on the multiple and significant flaws within this appraisal, such as:  unverified 
rental data; inappropriate rental comparables which were asking prices and not actual rentals; 
lack of development of a cost approach for the subject due to the subject’s age, when the 
subject’s actual age was only six years; no building size adjustments in the sales comparison 
approach; misplaced primary reliance on a flawed income approach to value where this subject 
property is an owner-occupied, retail store; contradictory testimony at hearing; and admitted 
omissions in the methodology used to complete this 2009 appraisal.   
 
Moreover, the pivotal flaw of an incorrect building size which was corrected in the 2010 and 
2011 tax appeals by this appraiser was timely caught, but not changed prior to the transmittal 
date of the 2009 appraisal.  This failure to explain why the square footage discrepancy was not 
corrected, coupled with the notice from appellant’s attorney to the appraiser prior to the issuance 
of the 2009 appraisal greatly diminishes any weight to this document.  Ryan testified that the 
subject property was inspected in July, 2010 while estimating a market value for January 1, 
2009, but then he testified that the appellant’s attorney notified him prior to the transmittal date 
of the incorrect building size of 9,954 square feet without any remedy prior to issuance.  At 
hearing, he indicated that the actual building size was 5,549 square feet in a less than genuine 
manner.  Overall, the Board finds that Ryan’s lack of knowledge of the contents of the 2009 
appraisal and/or his contradictory testimony appear that he had little involvement in this 
appraisal.  Therefore, the Board finds that all of these significant errors or omissions taint the 
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minimal adjustments and conclusions within this 2009 appraisal and the Board will give these 
conclusions of value no weight. 
 
Therefore, the Board will look to the raw sales data submitted by the parties.  The Board finds 
the best evidence of market value to be the appellant’s sales comparables #1, #2 and #4.  These 
comparable sales sold for unadjusted prices ranging from $40.00 to $116.39 per square foot of 
living area, including land.  The subject's assessment reflects a market value of $176.31 per 
square foot of living area, including land, which is above the unadjusted range established by the 
best comparable sales in the record.  The Board accorded diminished weight to the remaining 
properties due to a disparity in:  sales date, proximity to the subject; building age, building size 
and building usage or tenancy. 
 
The Board further finds that Ryan testified that “commercial properties tend to have an inverse 
relationship between building size and value per-square-foot; as building size increases, the 
value of properties on a per square foot basis tends to decrease”. 
 
After making significant adjustments for building size as well as for other pertinent factors, the 
Board finds that the subject was overvalued and that a reduction in the subject's assessment is 
justified. 
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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 complaints with the Board of Review or after adjournment of 

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. 

 

  

 Chairman  

 

 

 

 

Member  Member  

 

   

Member  Acting Member  

    

DISSENTING: 
 

  
 

 
C E R T I F I C A T I O N 

 
As Clerk of the Illinois Property Tax Appeal Board and the keeper of the Records thereof, I do 
hereby certify that the foregoing is a true, full and complete Final Administrative Decision of the 
Illinois Property Tax Appeal Board issued this date in the above entitled appeal, now of record in this 
said office. 
 

 

Date: March 24, 2017 

 

 

 

 Clerk of the Property Tax Appeal Board 
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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. 
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