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This cause and matter is before the Board of Tax Appeal s
as a result of a notice of appeal filed on March 19, 1996, by
appel lant, Donald R Kenney, Trustee. Appellant appeal s a deci sion
of the Franklin GCounty Board of Revision ("BOR'), nailed on

February 21, 1996, in which it determned that the subject property



had a total taxable value of $953,750 as of the tax lien date,
January 1, 1994.
The subject property is located in the C ity of ol unbus-

Golunbus Aty School District taxing district and appears in the
records of the Franklin Gounty Auditor ("Auditor") as pernanent
parcel nunber 196702. The property has a land area of
approximately two acres and is inproved wth a one hundred forty-
two roomQoss Gountry Inn. Both the Auditor and the BCR concl uded

that the subject property had the followng true and taxable

val ues:

TRUE VALUE TAXABLE VALUE
Land $ 568, 000 Land $ 198, 800
Bui | di ng $ 2,157, 000 Bui | di ng $ 754, 950
Tot al $ 2,725, 000 Tot al $ 953, 750

In his notice of appeal, ' appellant clains that the
following nore accurately reflects the true and taxabl e val ues of

the subject property on tax lien date:

I'n addition to challenging the value findings nmade by the BOR
appel l ant al so suggested in his notice of appeal that the common

| evel of assessnment utilized by the BCR to calculate the subject
property's taxable value was inaccurate. However, at hearing
before this Board, appellant's counsel withdrewthis issue. R 35.
Accordingly, no further discussion of this issue wll be included
within the renai nder of our decision. Cf. Gol unbus Bd. of HEIn. V.
J.C Penney Properties, Inc. (1984), 11 Chio &. 3d 203. See,
also, J.C Penney Properties, Inc. v. Franklin Gy. Bd. of Revision

(Aug. 27, 1992), Franklin App. Nos. 91AP-872, et seq. , unreported.



TRUE VALUE TAXABLE VALUE

Land $ 568, 000 Land $ 198, 800
Bui | di ng $ 1,251, 230 Bui | di ng $ 437,930
Tot al $ 1,819, 230 Tot al $ 636, 730

This matter is now considered by this Board based upon
appel lant's notice of appeal, the statutory transcript certified by
the Auditor pursuant to R C 5717.01, the evidence presented at the
hearing conducted by this Board and the post-hearing briefs
submtted by counsel. 2 A this Board s hearing, appellant presented
the testinony of his appraiser, Ronald P. Davis, while the appellee
Gol unbus Board of Education ("BCE') presented the testinmony of its
appraiser, Gy J. Seckel. Both of these appraisers hold the
desi gnati on of Menber Appraisal Institute ("MAI").

In considering the record before us, we acknow edge the
affirmative burdens which exist in an appeal to this Board from a
decision of a county board of revision finding value. In its

decisions in Qdeveland Bd. of Edn. v. Quyahoga Qy. Bd. of Revision

(1994), 68 Chio &. 3d 336, and Springfield Local Bd. of HEin. V.

Sumt Qy. Bd. of Revision (1994), 68 Chio S. 3d 493, the Suprene

Gourt made it clear that in an appeal filed pursuant to RC
5717.01, there exists no presunption that the values found by a

county board of revision are correct. Nevertheless, an appel | ant

M note that a single brief has been filed in response to that
filed on behalf of appellant. A though it is captioned "Joint
Brief of Appellees,” only counsel for the Colunbus Board of
Education ("BCE') has signed it and the certificate of service
acconpanying it. @Qven the position advocated by counsel for the
county appel | ees at hearing, see footnote 3 infra, we wll consider
this brief toreflect only the interests of the BCE




has the burden of presenting evidence in support of the val ue which
it has asserted. (hce conpetent and probative evidence of value
has been presented, then the other parties to the appeal have the
burden of providing evidence which rebuts that of the appellant.

Springfield Local Bd. of Edn. , Supra; Mentor Exenpted Village Bd.

of Edn. v. Lake Qy. Bd. of Revision (1988), 37 Chio S. 3d 318,

319.°

In assessing property at its taxable value, its "true
value," or fair narket value, nust first be determ ned. As
indicated in RC 5713.03:

"The county auditor, fromthe best sources of

information available, shall determne, as

nearly as practicable, the true value of each

separate tract, lot, or parcel of real

property and of buildings, structures, and
i nprovenents | ocated thereon. ***"

In State, ex rel. Park I|nvestnent Co., v. Bd. of Tax

Appeal s (1964), 175 Chio . 410, the Suprene Court succinctly set
forth the nanner by which the value of real estate is to be

ascert ai ned:

At the hearing before this Board, counsel for the county appel |l ees
indicated that no additional evidence would be presented on their
behal f. Wen questioned by the presiding attorney examner as to
whether there existed any specific evidence within the existing
record supporting the values found by the Auditor or the BOR
counsel indicated that there was not. R 9 dven counsel's
admssion and the court's adnonitions in the above-referenced
cases, Wwe consider the values previously ascribed the subject
property to be entitled to mninmal consideration. Col unbus Bd.

of Bdn. v. Franklin GQy. Bd. of Revision (1996), 76 Chio &. 3d 13
(holding that the decision of the Board of Tax Appeals should be
nore than a nere rubber stanping of the board of revision's
det erm nati on).




"The best method of determning value, when
such information is available, is an actual
sale of such property between one who is
willing to sell but not conpelled to do so and
one who is willing to buy but not conpelled to
do so. Paragraph two of the syllabus in In Re
Estate of Sears [(1961)], 172 Chio S., 443,
178 NE (2d), 240. This, wthout question,
wll usually determine the nonetary val ue of
the property. However, such infornation is
not usually available, and thus an appraisal
beconmes necessary. It is in this appraisal
that the various nethods of evaluation, such
as incone yield or reproduction cost, cone
into action. Yet, no matter what nethod of
evaluation is used, the ultimate result of
such an appraisal nust be to determne the
anount which such property should bring if
sold on the open narket." Id. at 412.

In the present case, the subject property has not been
recently sold. Accordingly, we nust consider the other evidence
before us in determning its value. As previously indicated, in
this instance, such evidence consists of the respective opinions of
val ue offered by the parties' appraisers.

V¢ first review the opinion of value expressed by
appel l ant's apprai ser. Davis rejected the cost approach in
estimating the subject property's value due to the unreliability in
estinmating accrued depreciation for its inprovenents. Instead, he
relied prinmarily upon the incone approach, wth limted support
bei ng provided by the nmarket data, or sal es conparison approach.

In performng the incone approach, Davis first derived
an average occupancy rate for the subject. He considered and
rejected the use of national notel surveys on the basis that they
"are for large segnents of the lodging industry and include

statistics which can be inappropriate for any one specific



situation.” Ex. Aat 39. Utinately, he selected a 59% occupancy
rate, focusing upon three factors: (1) the subject's actual average
occupancy for a four year period, which was 52.4% (2) the
subject's "rate structure in conparison to other inns in the
market"; and (3) existing conpetition.

Gonsidering the subject's h istory, an average daily room
rate of $31 was chosen. Wien this amount was multiplied by the
subject's nunber of roons, nmultiplied by its average occupancy rate
and added to other mscellaneous incone, an effective gross incone
of $972,971 resulted. After expenses totaling $660,647 were
deducted, the net operating incone of $312,324 was capitalized at
15.74% a rate which Davis selected after reviewng ten sales of
"conpar abl e" properties. Through use of his inconme approach, Davis
estinmated the subject's value, rounded, at $2, 000, 000.

Next, in his market data approach, Davis considered
thirteen sales of properties occurring between June 1989 and Apri
1992 in order to determne a range of value wthin which the
subj ect property would fall. The nost recent of these sales were
either Knights Inns or Arborgates, both of which are limted
service notels generally simlar to the subject. Seven of the
properties were located in the general (olunbus area, three in the
AQncinnati nmarket and one each in Qrcleville and Heath, Chio and
Fl orence, Kentucky. O a price per rentable room basis, Davis
projected value at $13,380, or $46.45 per rentable square foot
Applied to the subject property, a rounded value of $1,900,000

resul t ed.



Finally, Davis reconciled his income approach and narket
data approach. Because, in his opinion, investors do not typically
rely upon the nmarket data approach in naking purchase-sale
decisions of properties of this type, Davis gave little weight to
this approach. Instead, since the subject is considered an
investnent property, Davis placed primary enphasis upon the incone
approach and opi ned that the subject property had a val ue as of tax
lien date of $2,000, 000. He then acknow edged that this val ue
anount would include a mnor anount attributable to personal
property. Relying upon appellant's personal property tax returns,
he indi cated a deduction of $180, 772 woul d be appropri ate.

V¢ next review the appraisal of the subject property
performed by the BCE s appraiser. Like Davis, Seckel found the
cost approach to be an unreliable nmethod to estinate the val ue of
this property. He also rejected the narket data approach,
indicating there existed no properties truly conparable to the
subj ect which were not in a distressed condition. He therefore
restricted his analysis to the incone approach.

A though indicating that he had made a review of three
years of actual data from the subject property, it appears that
primary enphasis was placed upon a single year's worth of
i nformati on. For exanple, he selected 1993 as reflecting a
stabilized occupancy condition for the property. Miltiplying a
48. 3% occupancy rate by the subject's nunber of roons and by the
subject's actual figures, again derived from 1993, Seckel's
effective gross incone, less sales discounts, was $983,100. From

this anmount, he deducted expenses and reserves for replacenents



totalling $620,200, which resulted in a net operating incone of
$362,900. Arriving at a capitalization rate of 10.9% through use
of the band-of -i nvestnent technique, which he verified by the debt
coverage ratio nethod, and adding 1.7% to reflect real estate
taxes, a rounded value of $2,880,000 was estinated. After
deducting $180,000 to reflect the value of personal property on
site, it was Seckel's opinion that the subject property had a fair
mar ket val ue of $2, 700, 000.

The present appeal, not unlike nany involving divergent
opinions of value, necessarily turns upon the conpetence and
reliability demonstrated by the individual expressing the opinion.

See Cardinal Federal S. & L. Assn. v. Bd. of Revision (1975),

44

Chio St. 2d 13; Witt GCo. v. Hamlton Gy. Bd. of Revision (1991),

61 Chio S. 3d 155. Both Davis and Seckel hold the NA
designation, have substantial experience in appraising connercial
properties and have testified before this Board, conpetently, on
many occasions. Nevertheless, each party has managed to point to
deficiencies in the opposing appraiser's analysis, while extolling
the virtues of their own appraiser.
It has been denonstrated that there are aspects of both

appraisals in which certain assunptions are not conpletely
expl ained or supported with independent data contained within the

witten report. For exanple, * the BCE has challenged the expense

‘At hearing, counsel for the BCE exanined appellant's appraiser
regarding his relationship wth Doug Parobek and Anbassador
Resear ch. However, no argunent has been made by the BCE in its
post-hearing brief regarding this relationship or in what nanner,
if any, it inpacts upon Davis' credibility. As the BCE has not
pursued this issue and as this Board has previously considered and
rejected simlar argurments, we find no basis upon which to concl ude



figures used by Davis as being well above the actual expenses
experienced by the subject property. In addition, the BCE
questions the validity of the "extrenely high" capitalization rate
sel ected by Davis since it was derived fromdistress sales of |ower
quality properties. In conparison, appellant argues that Seckel's
appraisal is sunmmary in nature and is nerely a recitation of actual
data froma single year without sufficient regard to the market.
Following our consi deration  of each  appraiser's
analysis, we conclude that the appraisal perforned by Davis
expresses the nore reliable opinion of value. A though the BCE
suggests that the expense data reflected in Davis' appraisal
exceeds that experienced at the subject property, historical data
should not be relied upon to the exclusion of the narket. .

Wnwood Apartnents, |nc. v. Bd. of Revision (1979), 59 Chio S. 2d

34, syllabus; Qnsted Falls Village Assn. v. Quyahoga Gy. Bd. of

Revision (1996), 75 Chio &. 3d 552, 555. In this instance, Davis
testified that the subject's historical income and expenses were
generally consistent wth the narket. He then supported the
adj ustnments which he nade to actual expenses by pointing out that
as the subject's actual occupancy rate was increased to reflect
nmarket occupancy, a corresponding increase in expenses was
warranted. Furthernmore, the BCE s appraiser conceded that payroll
expenses had been on the rise at both the subject property and

properties like it. Despite the BCE s assertions to the contrary,

that Davis is incapable of rendering, as he has represented, an

i ndependent apprai sal of the subject property. See, e.g., | nner
dty Gatholic Parishes, Inc. v. Franklin GQy. Bd. of Revision (Aug.
30, 1996), B. T.A Case Nos. 95-R 457, et seq. , unreported; GCentral
Benefits Mitual Insurance Qo. v. Franklin Qy. Bd. of Revision

(Dec. 20, 1996), B.T.A Case No. 96-K-1, unreported.



we find the adjustnents made by Davis to be reasonable given the
evi dence before us.

V¢ agree with the BCE that the quality of sales upon
which Davis relied in arriving at his capitalization rate is |ess
than ideal. In fact, these sales, several of which were
transferred by banks follow ng forecl osure, further underscore each
appraiser's opinion that there are no properties, having recently
sol d, which are truly "conparabl e" to the subject and that have not
been in sonewhat of a distressed condition. However, nerely
because a property was sold by a bank does not, in and of itself,
render the sale wunreliable for purposes of determning that
property's value or wusing it in determining an appropriate

capitalization rate for another property. Cf. Equity Strongsville

Il v. Quyahoga Cy. Bd. of Revision (Feb. 2, 1996), B T.A Case

Nos. 94-M 163, et seq., unreported.

In any event, we consider Davis' capitalization rate
better supported than that of the BCE s appraiser. Seckel ' s
rel i ance upon general discussions, the timng of which are unclear,
is exenplified by the followng discourse regarding the
nortgage/ equity portion of his capitalization rate: 3

"Q Down at the bottom of the page [16],

where you are tal king about the equity portion

of your capitalization rate, that the 12
percent recognizes the additional risk over

*Seckel suggested that two "independent" nethods of cal culating an
appropriate capitalization rate had been performed. However, on
cross-examnation he admtted that the two nethods were not truly
i ndependent of one another since each utilizes nuch of the same
underlying data and therefore require nany of the sanme assunptions
to be nade.

10



sone other real estate investnents, is it your
opinion that the wequity portion of the
capitalization rate for a limted service
notel such as the subject would be higher for
ot her types of real estate?

"A  Sone other types, yes. Lower than sone
ot her types.

"Q  kay. And | asked you that sane
guestion when we were at the Board of Revision

on this property, and you answered that a
notel capitalization rate woul d be higher than

for some other types of real estate. And |

asked you about the differential, what it

would be, and you testified at that tine it

woul d be about 1.75 percent.

"And ny question is: How do you -- or, do you
have any market information that quantifies
that differential in the capitalization rate?

"A° Wiat I'm indicating to you is that ny
equity rates what | thought it did. The
direct testimony is taken from what an
i nvest or does for real estate not el
properties, the rate that -- of the return
they would like on their equity.

"Q Uh- huh.

"A Again, it's estab lished in part by
nortgage loan work that 1've done, so | know
what an investor wants on his investnent.

"Q Ckay. But you haven't included any of
that data in the report here in terns of
specific deal s you worked on?

"A° Wen you say included in the report,
things of that nature are difficult to -- In
other words, when | talk to an investor of a
real estate property, or anywhere, and he
says, 'You know, | would desire a 12 percent
return on this notel when | build it', | don't
know how you quantify that.

"Can you say this person told me 12 percent?
| coul d because | quote people, but | think in
this case it's ny job to talk to nany people
and get the overall opinion of what the
desirable return is. That's ny opinion.

"Q Now, in terns of banks and the nortgage
pl acenment conpani es that you tal ked to, do you

11



remenber specifically which banks and nortgage
pl acenent conpanies you talked to about the
property?

"A Not on this specific property. Wen I'm
doi ng appraisal in a particular tine period, |
probably have four or five people that | call
that work on nortgage | oan work.

"I could quote Jerry Garman of Weeling
National Bank. | could quote Dan Mal oney of
Cormerce MNation Bank, Scott DuHaun at
National dty. That is sonme of the people. |
call them and | say, 'Scott, what kind of
nortgage rate could you nake on a notel as we
speak?', and they will tell rme.

"Isit all exactly the sane, no; but | talk to
t hese peopl e. And | use Spectrum Mortgage,
which is a different breed of cats than a
banking institution, and | take all the
information and correlate it.

"Q But if the bank were to look at this
specific property they are going to |ook at
t he occupancy hi story and fi nanci al
information and determine what the specific
lending rate is for the property?

"A I"'msure that's true.

"Q Now, in terns of the tine frane in which
you spoke with these other people, was it at
the tine that you prepared the report for
purposes of the Board of Revision when you
surveyed t hese | enders?

"A No. That's going bac k -- Fortunately, I
have been in the business |ong enough that I
do apprai sals each year. And each year | have
rates that are applicable as to that period in
tine. In other words, | did appraisals for

nortgage loans in 1994, so | have rates as of
that time." R 57-60.

In quoting this testinmony, we do not nean to suggest
that an appraiser's analysis wll be considered flawed if he or she
relies upon discussions with individuals who do not testify before

this Board. In fact, we have acknow edged on nmany occasions that

12



information of this kind is typically gathered and consi dered by an
appraiser in the perfornmance of an appraisal. See, e.g., Cycl ops

Gorp. v. Rchland Cty. Bd. of Revision (May 30, 1985), B. T.A Case

Nos. 82-A-566, et seq. , unreported. However, where it becones a
choice between two appraisers' opinions, one of which includes
supporting information from which we can independently evaluate
subj ective adjustnents nade and another which does not, we wll
generally accord greater weight to the fornmer. See, e.g.,

Adncinnati R dge Property/J&W Managenent Co. v. Hamlton GQy. Bd.

of Revision (Feb. 14, 1997), B.T.A Case No. 95-K-1274, unreport ed.

Because we find appellant has nmet his initial burden of
proof, in that it offered conpetent and probative evidence of
val ue, and because we find appellees have failed, when the burden
shifted to them to rebut appellant's evidence, it is the decision
of the Board of Tax Appeals that the true and taxabl e val ues of the

subj ect property were as follows on the tax lien date of January 1,

1994:

TRUE VALUE TAXABLE VALUE
Land $ 568, 000 Land $ 198, 800
Bui | di ng $ 1, 251, 230 Bui | di ng $ 437,930
Tot al $ 1,819, 230 Tot al $ 636, 730

It is therefore the order of this Board that the
Franklin County Auditor list and assess the subject property in
conformty wth our decision as announced herein. It is further
ordered that the values as determned herein shall carry forward in

accordance with law . (oerlin Manor Ltd. v. Lorain Qy. Bd. of

Revision (1994), 69 Chio St. 3d 1. ohi osear chkeybt a
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