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FINAL OPINION AND JUDGMENT

INTRODUCTION

Petitioner, Green Ridge Holdings, LLC, appeals ad valorem property tax assessments
levied by Respondent, City of Walker, against parcel numbers 41-13-01-151-008, 41-
13-01-151-009, and 41-13-01-151-018 for the 2023 tax year. The proceedings were
brought before this Tribunal on November 18, 2024, and continued on through
November 22, 2024, to resolve the real property valuation dispute. Jason Long,
Attorney, appeared on behalf of Petitioner. Greg Longworth, Attorney, appeared on
behalf of Respondent. Petitioner’'s witnesses were Rick Davis and Daniel Tomlinson,
Member Appraisal Institute (MAI). Respondent’s witness was David Van Stensel, MAI.

Based on the evidence, testimony, and case file, the Tribunal finds that the true cash
value (TCV), state equalized value (SEV), and taxable value (TV) of the subject
property are as follows:

Tax Year: 2023

Parcel Number TCV SEV TV
41-13-01-151-008 $8,607,060 $4,303,530 $3,907,634
41-13-01-151-009 $1,224,300 $612,150 $555,103
41-13-01-151-018 $13,268,640 $6,634,320 $5,971,533
Total $23,100,000 $11,550,000 $10,434,270

GENERAL PROPERTY DESCRIPTION

The subject property, commonly known as Green Ridge Square Mall, consists of six
total assessment parcels,? of which three were previously withdrawn and dismissed
from this appeal, and the remaining three parcels are collectively commonly known as
Subject Property North (North). North’s address is 3370 — 3410 Alpine Avenue, NW,

1P-1, at 7-8. North: 18.23 acres, GBA: 213,005 sq. ft.,, NRA: 205,129 sq. ft. South: 2.79 acres, GBA:
17,608 sq. ft., NRA: 17,454 sq. ft. West: 1.63 acres. East: 0.28 acres.
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City of Walker, Kent County, Michigan, consisting of 18.23 acres of a total 22.93 acres.?
North’s property tax assessment classification is commercial real property;3 zoned C
PUD, Commercial Planned Unit Development Zoning District;* and improved with two
single-story buildings 17 units, and the multi-tenant inline retail center originally
constructed between 1988-1989.5> The two buildings contain 17-units with a gross
building area (GBA) of 213,129 sq. ft. and net rentable area (NRA) of 205,129 sq. ft.6

PETITIONER’'S CONTENTIONS
Petitioner’s contentions of TCV, SEV, and TV are as follows:’

Tax Year: 2023

Parcel Number TCV SEV TV
41-13-01-151-008 $6,000,000 $3,000,000 $3,000,000
41-13-01-151-009 $900,000 $450,000 $450,000
41-13-01-151-018 $9,300,000 $4,650,000 $4,650,000
Total $16,200,000 $8,100,000 $8,100,000

Petitioner contends that the evidence presented in this case strongly supports a
determination that the TCV of the subject property on the assessment rolls is
overstated. Petitioner contends that its revised appraisal evidence supports a value for
North of $16,200,000 for the 2023 tax year.

Petitioner further contends that (i) more than 161,000 sq. ft. or about 78% of rental units
make up just seven of the 17-units;2 (ii) its appraiser correctly relied on the sales
comparison and income approaches to determine the TCV of the subject property; (iii)
the income approach is the most appropriate method for valuing the subject property as
a power-center shopping center and was relied on most significantly by its appraiser;
(iv) the sales comparison approach provides a check to the reasonableness of its
appraiser’s income approach; (v) its appraiser valued the fee simple interest based on
the highest and best use (H&BU) as its continued current use, market rent as of tax day,
subject to market occupancy and “frictional vacancy,” less market operating expenses
and recognized lease-up costs; (vi) Respondent’s appraiser failed to adequately support
his assumptions and conclusions the property is a strip shopping center; (vii)
Respondent’s appraiser failed to support the concept of lower market
vacancy/uncollectable rate for smaller inline shopping centers located in the Grand
Rapids, Michigan market area more applicable to larger power-centers; (viii)
Respondent’s appraiser adopted a capitalization rate more aligned with smaller lower
risk shopping centers and not supported for the larger higher risk shopping center

2d.

3 P-1 at 164.

4 P-1 at revised 8, and P-1 at 164.
51d.

61d.

7 P-1 at revised 143.

8Tr Vol. 1, 9:18 through 10:4.
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market; and, (ix) Respondent’s appraiser failed to adjust his value estimate via the
income approach for stabilized occupancy and operating costs (costs associated with
adjusting vacancy to assumed market vacancy).

Petitioner’s representative called Petitioner’s first witness, Mr. Davis, who testified
establishing which tenants actually occupied the North as of tax day 2023. Mr. Davis
testified that despite the December 31, 2022 rent roll® indicating Shoe Show occupied
Green Ridge Square Il suite-3 (GSII-3), in fact it did not occupy GSII-3 until after tax
day 2023, in February 2023.1° He further testified that Bed Bath & Beyond (BB&B) was
in the process of vacating suite GSII-2 on tax day 2023, and became aware of the
store closing through the media.'> Mr. Davis also provided testimony that Petitioner
immediately began seeking a tenant to fill GSII-2 with no interest because prospective
tenants desired direct store front visibility facing west toward Alpine Avenue rather than
facing south overlooking the parking lot.13 Mr. Davis further testified that GSII-2
remained vacant a year later on tax day 2024.

Petitioner provided documentary evidence of the property’s rent roll for GSI-North, GSII-
North, and GSI-South illustrating, among other information, the rental unit's number and
square footage (sq. ft.) of occupied and vacant units as of tax day 2023.14 Table #1
summarizes individual unit sizes and vacancy for North and South as a percent of total
sq. ft. as of tax day 2023.

Table #1
Unit Unit % of
Count Unit # Leasable GSl & Tenant
Sq.Ft. GSII®
1 GSI-5 4,400 2.0% VACANT
2 GSI-6 4,785 2.1% Rue21
3 GSI-7 1,198 0.5% GNC
4 GSI-8 5,188 2.3% Lane Bryant
5 GSI-9 2,860 1.3% Bath & Body Works
6 GSI-10 28,894 13.0% Burlington
7 GSI-11 5,500 2.5% Maurices
8 GSI-12 3,080 1.4% Three Happiness Chinese
9 GSI-13 7,949 3.6% Five Below
°Pp-5.

0 Tr. Vol 1, 16:18-22.

1 Tr. Vol 1, 17:3-12.

2 p-14.

BTr. Vol 1, 17:13-24

4 1d.

15 As of December 31, 2022, there were two vacant units in GSI-North totaling 8,800 sq. ft. GSII-North
had one vacant unit totaling 11,759 sq. ft. The total vacant NRA sq. ft. of GSI-North and GSlI-North as of
December 31, 2022, was 20,559 sq. ft. or 10.0%. As of the end of February 2023, the total NRA vacancy
increased by 34,820 sq. ft. when BB&B surrendered its unit increasing the total NRA vacancy of North to
55,379 sq. ft. or 27.0%.
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Unit Unit % of
Count Unit # Leasable GSI & Tenant
Sq.Ft. GSII*
10 GSI-14 4,400 2.0% VACANT
11 GSI-15 25,200 11.3% Michaels
12 GSI-16 2,200 1.0% Claire's
13 GSI-17 8,250 3.7% Kirkland's, Inc
14 GSI-18 2,192 1.0% Alpine Nails and Spa
15 GSI-19 2,750 1.2% Adventure Credit Union
16 GSI-20 1,650 0.7% Sally Beauty Supply
17 GSI-21 3,200 1.4% Kay Jewelers
Lgtr?rl]GSI' 113,696 | 55.4% | Located on parcel -018
18 GSlI-1 44,854 20.2% Best Buy
19 GSilI-2 34,820 15.6% BB&B (vac after 12/31/22)
20 GSIlI-3 11,759 5.3% VACANT
Total GSII- 91,433 | 44.6% | Located on parcel -008
North
Total GSI
& GSlI- 205,129 | 100.0%
North
Separate South Parcel Located South of Center Street — Not Under Appeal
21 GSI-22 4,260 1.9% Panera Bread
22 GSI-23 2,498 1.1% Honey Baked Ham
23 GSI-24 3,797 1.7% VACANT
24 GSI-25 2,167 1.0% SVS Vision
25 GSI-26 2,146 1.0% Supercuts
26 GSI-27 2,586 1.2% GameStop
'Sl'otal GSI- 17,454 Located on parcel -027
outh
goéas'”(?' 222583 | 100.0% | All Properties

Mr. Davis provided documentary evidence and testimony that Petitioner purchased
North and South, and two parking lot parcels adjacent to the Target parcel, in December
2021, for the amount of $23,250,000.'8 He further testified, prior to finalizing the real

16 The Tribunal notes GSII-2 NRA increased to 37,544 sq.ft. as shown on the December 31, 2023 rent
roll. See P-6.

17 P-1 at 187 and P-5, excluding GSI-South, Petitioner's GSI-North and GSII-North December 31, 2022,
rent roll indicates there are 20 rental units and a total net rental area of 205,129 sq. ft. Petitioner’s
appraiser estimates North is 213,005 GBA and 205,129 sq. ft. NRA, see P-1, at 39. Also see P-1, at 166
and 171 for Respondent’s assessor property record card listing the total GBA of 213,005 sq. ft.
Respondent’s appraiser estimates parcels -008 and -018 have a combined 20 rental units (-008, 3 units; -
018, 17 units) and a GBA of 214,546 sq. ft. (-008, 94,555 sq. ft.; -018, 120,991 sq. ft.). See also R-1 at
17 and R-2 at 18.

18 p-3.
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estate transaction and discovering their store closing from the media, Petitioner had a
conversation with tenant, BB&B, essentially verifying BB&B had intended on renewing
their lease. Additionally, the BB&B store closing did not affect the decision to purchase
the property, nor did it affect their expectations.1® However, after the formal
announcement and closing, Mr. Davis testified that the remaining tenants began to
become concerned about declining customer traffic and expressed their interest in
invoking the co-tenancy?® provision in their lease contract permitting tenants to withhold
their monthly rent payment. He further stated that one tenant “stopped paying rent for a
while.”?!

Petitioner’s representative called Petitioner’s appraiser, Mr. Tomlinson, to the stand.

Mr. Tomlinson was asked if there were any corrections or revisions that needed to be
made, he testified the overall effective tax rate (ETR) was incorrectly calculated as the
1% administrative fee was added to the millage rate ETR rather than included through a
multiplication factor. After correcting the mathematical overall ETR computation, the
revised overall capitalization rate decreased from 10.03% to 9.87%.22

For appraisal purposes, Petitioner’s appraiser testified that he classified North as a
“power center” because the make-up of the overall shopping center campus
development was more consistent with a power center?® as defined by the Appraisal
Institute,?* rather than a community or neighborhood shopping “strip center.”®

Mr. Tomlinson testified why he appraised the three assessment parcels making up
North as a single economic unit:26

19Tr. Vol 1, 20:13 through 21:7.

20 “Co-Tenancy Clause” is “[r]ental reduction for a small tenant in a retail center or right of a tenant to
vacate the property, usually without penalty, if one or more anchors vacate and the anchor space is not
tenanted within a specified period of time by a similar-quality, traffic-generating tenant. After the period
ends, the tenant usually must return to the previous rent or terminate the lease.” Appraisal Institute: The
Dictionary of Real Estate Appraisal, Seventh Edition, at 44.

21 Tr. Vol 1, 21:8-17. See also Vol 1, 23:21 through 24:19.

22 Tr. Vol 1, 31:3 through 32:7. During post-hearing closing instructions, the Tribunal directed Petitioner
to correct the valuation disclosure throughout and submit the corrected ETR pages on the Tribunal’s
docket lookup. The affected ETR original and revised pages are marked as revised followed by the
corrected page number. See exhibit P-1, 4/4, 8/8, 13/13, 14/14, 104/103, 114/113, 115/114, 141/140,
143/142, 144/143.

23 Tr. Vol 1, 32:17-25.

24 “Power Center” is defined as a “large community shopping center with more than 250,000 square feet
of space anchored by three or more tenants that occupy 60% to 90% of the space; the number of
specialty stores is kept to a minimum.” The Dictionary of Real Estate Appraisal at 145.

25 “Strip Center” is defined as a “strip shopping center or strip retail center.” See also “Strip Development
which is “[clommercial development in which the main thoroughfares of a city are bordered by an almost
continuous row, or strip, of retail stores and allied service establishments; also any shopping area that
consists of a row of stores.” Id. at 182.

26 “Economic Unit” is defined as “1. A portion of a larger (parent) parcel, vacant or improved, that can be
described and valued as a separate and independent parcel. Physical characteristics such as location,
access, size, shape, existing improvements, and current use are considered when identifying an
economic unit. The economic unit should reflect marketability characteristics similar to other properties in
the market area. In appraisal, the identification of economic units is essential in highest and best use
analysis of a property. 2. A combination of parcels in which land and improvements are used for mutual
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[i]t's because of highest and best use.?’ If we start with the parking lot
south of the Target store . .. "Subject Property Excess Land West" . . ..
used as a . . . parking lot for the tenants in the mall.

The next property . . . is the Subject Property Excess Land East, which
was a very small sliver . . . eventually donated to the city for a round-a-
bout.

The next property is [S]outh of Center Drive. There's a Panera restaurant
there and several other smaller. . . tenants. It's also a smaller property.
And that is a multi-tenant retailer because it doesn't contain any large
tenant spaces. I'd classify that as a strip center; a neighborhood center.
So that's different - different highest and best use.?®

And then, finally, the last three parcels are to the [N]orth of Target. If you
look at the area, it looks somewhat like a 7, with Best Buy and the former
Bed Bath & Beyond at the top of that number 7. And then, the straight
line, of the number 7, contains in-line tenants Burlington and Michaels.
And then, at the bottom, is the Target store; that, too, is a multi-tenant
retailer, but it contains spaces greater than 23,000 square feet. So I'd
classify that not as a strip center or a neighborhood center, but it fits more
into the definition of a power center.?®

Mr. Tomlinson further provided testimony relative to Respondent’s representative’s
inquiry of the strict adherence to the Appraisal Institute’s and CoStar’s definition of a
power center being greater than 250,000 sq. ft. and inference the real estate must be
owned by the same property owner:

Well, according to those strict parameters, one would think it would not
follow that definition; however, you do have a Target store, there, that's
adjacent. And the market would say, even though | may not have 250,000
square feet, that Target draws patrons. And, if | include that, I'm well over
250,000 square feet. So it's - it depends how patrons view the center and
how the market participants will view the center, even if they own it or not.
So the bottom line; even though | may not fall exactly within those
definitions, | feel that is the best definition.3°

economic benefit. An economic unit may comprise properties that are neither contiguous nor owned by
the same owner. However, they must be managed and operated on a unitary basis and each parcel must
make a positive economic contribution to the operation of the unit.” Id. at 60.

27 p-1 at 42-43.

28 The Tribunal notes that the East, West, and South properties were originally included in this pending
appeal but have been withdrawn from this appeal. The parties filed a joint motion requesting that the
Tribunal permit Petitioner to withdraw its appeal of Parcel Nos. 41-13-01-151-027 (West), 41-13-01-301-
002 (South), and 41-13-01-302-001 (East); the Tribunal granted the motion on October 24, 2024.

29 Tr. Vol 1, at 33:10 through 34:23.

30 Tr. Vol 1, at 135:18 through 136:3.
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Both party’s appraisers provided photographs of the Green Ridge Square signage along
Alpine Avenue. The two signs display anchor businesses located in the Green Ridge
Square shopping center. The northerly most sign located next to the main
ingress/egress to the shopping center parking lot on parcel -009 serves as access to all
of North, Target and two out-lot tenants located along Alpine Avenue. The second
Green Ridge Square sign is located on the Target parcel which is immediately adjacent
to the second main ingress/egress into Green Ridge Square. This southerly access
serves Target, all of North, and two out-lot tenants, and is located on parcel -018 owned
by Petitioner. The northerly Green Ridge Square sign on parcel -009 displays business
tenants, the former BB&B, Best Buy, and Burlington. The second Green Ridge Square
or southerly sign is located on Target’s property and displays Target and Burlington.
The third ingress/egress access into Green Ridge Square is off from Center Street
through the Target parcel leading to North’s parcels -018, -009, and -008.3! There were
no photographs of a Green Ridge Square sign marking this ingress/egress into the
shopping center. There is a fourth public access owned by Petitioner located on the
East parcel off from Weatherford and paralleling Target’'s southerly exterior wall. The
East parcel also provides shipping and receiving access to the rear of Target and all of
North. Petitioner’s appraiser also provided his concept of what is Green Ridge Square,
leading him to opine why the multiple parcels should be recognized as one economic
unit making up a power center.

North is integrated to each other, it's all owned by the same owner, managed by
the one entity and it all serves as one H&BU.3?

Petitioner’s appraiser provided documentary evidence3?® and testimony that North’s
building improvements are shaped like the number seven with anchor stores Best Buy
and the former BB&B located on parcel -008 at the top of the seven facing to the south,
overlooking a parking lot on parcel -009, rather than facing Alpine Avenue. Located in
the North-south portion of the seven on parcel -018, facing Alpine Avenue, are two
additional anchor stores, Michaels and Bulington, mixed with several smaller inline
stores. The southernly most anchor, constructed about the same time as North on its
own contiguous parcel, is the Target retail store. The Target parcel immediately abuts
North. Mr. Tomlinson further testified, if the shopping center was constructed today the
building configuration would be different. The big-box stores would be built in a line
toward the rear of the parcels facing Alpine Avenue and the inline tenant stores would
be along Alpine Avenue. He concluded that the current configuration of North is an
example of incurable functional obsolescence.3

Highest and Best Use

Mr. Tomlinson provided documentary evidence and testimony as part of his vacant and
improved H&BU determination, he analyzed multiple sources for industry market data

31 p-1 at 154-155, 175, 178, 181, P-4 at 1, and R-2 at 70-71.
32 \/ol 2, at 50:3 through 52:8.

33 P-1 at 172 and P-15.

34 Tr. Vol 1, at 37:1-22. Also see P-1 at 46-47.
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including CoStar, RealtyRates.com, and other internal company files for financial
feasibility market indicators. Due to the effects of COVID, during the period preceding
tax day 2023, COVID continued to influence patron inline shoppers to use e-commerce,
possibly causing these market surveys to show patterns of weakening demand,
negative retail absorption, and increasing vacancies. Based on the appraiser’s
research, it would not be financially feasible with weakening rent levels, vacancy levels,
and absorption supporting construction of new retail space on North’s site, if vacant and
available, indicating the maximum productivity to hold the property as vacant.®®

As improved, Mr. Tomlinson testified that due to the existing commercial power center
improvements influenced by other existing commercial developments around North,
legally conforming with applicable land use laws, current commercial use is legally
permissible. He also testified that while the existing improvements configuration is not
ideal, it is physically possible and financially feasible for the current use of existing
power center improvements to still contribute to the land value of North.3¢

Cost Approach

Petitioner’s appraiser developed all three approaches to value. The cost approach was
principally developed to value the two vacant parking lot land parcels, settled prior to
this hearing, and he did not develop the cost approach valuing North’s building
improvements due to the age of the improvements and accurate quantification of all
other forms of depreciation.3” Moreover, investors do not rely on the cost approach in
their decision-making processes. The sales comparison approach was developed to
check the reasonableness of the income approach.

Sales Approach38

Mr. Tomlinson identified and analyzed the following five improved comparable property
sales in his sales approach in comparison to the subject property:

North3? is located at 3370 — 3410 Alpine Avenue, City of Walker, Kent County,
Michigan. The three assessment land parcels total 18.23 acres. The buildings were
constructed in 1988-1989, GBA“? is 213,005 sq. ft., land to building ratio is 3.73 to 1, 20
rental units, 205,129 sq. ft. NRA*! and on-site parking is provided. North and South

35 Tr. Vol 1, at 40:8 through 43:1. See also P-1 at 46-47.

36 Tr. Vol 1, at 43:2-25.

S7Tr. Vol 1, at 43:19-25.

38 P-1 at 54-64.See also at 67.

39 P-1 at 2.

40 “ Gross Building Area” is defined as “1. Total floor area of a building, excluding unenclosed areas,
measured from the exterior of the walls of the above grade area. This includes mezzanines and
basements if and when typically included in the market area of the type of property involved. 2. Gross
leasable area plus all common areas . . ..” The Dictionary of Real Estate Appraisal at 85.

41 “Net Rentable Area” and “Rentable Area”. “For office or retail buildings, the tenant’s pro rata portion of
the entire office floor, excluding elements of the building that penetrate through the floor to the areas
below. The rentable area of a floor is computed by measuring to the inside finished surface of the
dominant portion of the permanent building walls, excluding any major vertical penetrations of the floor.
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sold on a leased fee basis on December 21, 2022, for $23,250,000, or $100.82/sq. ft.4?
Mr. Tomlinson reports Staples is among the anchors at Green Ridge Square and was
not part of the sale. The reported occupancy was 77.7% at the time of sale.

Sale #1 is located at 12635 Felch Street, Holland Township, Ottawa County, Michigan.
The five assessment land parcels total 13.51 acres. The buildings were constructed in
1998, GBA is 166,100 sq. ft., the land to building ratio is 3.54 to 1, and on-site parking is
provided. The property sold on a leased fee basis on February 22, 2022, for
$21,000,000, or $126.43/sq. ft. Mr. Tomlinson reports Lowe’s is the anchor and was not
part of the sale. The reported occupancy was 100% at the time of sale. The appraiser
adjusted this sale upward by 2% for the market conditions/time. The sales price was
adjusted 5% downward for the differences in condition of property in comparison to the
subject property. Mr. Tomlinson explained this sale was also adjusted 25% downward
for “other factors” because this sale did not suffer from obsolescence as does the
subject property. The total adjustment was downward 30% and the final adjusted sales
price was $90.27/sq. ft.

Sale #2 is located at 4495 — 4587 Canal Avenue, City of Grandville, Kent County,
Michigan. The single assessment land parcel totaled 30.58 acres, the building was
constructed in 2001/2010, GBA is 209,000 sq. ft., the land to building ratio is 6.37 to 1,
and on-site parking is provided. The property sold on a leased fee basis on November
23, 2021, for $21,000,000, or $100.96/sg. ft. Mr. Tomlinson also reports Lowe’s is the
anchor in this property and was not part of the sale. The reported occupancy was 100%
at the time of sale. The appraiser adjusted this sale upward by 2% for the market
conditions/time. The sales price was adjusted 5% downward for the differences in the
condition of property as well as a downward 5% for land to building ratio in comparison
to the subject property. This sale was also adjusted 25% downward for “other factors”
because this sale did not suffer from obsolescence as does the subject property. The
total adjustment was downward 35% and the final adjusted sales price was $66.93/sq.
ft.

Sale #3 is located across the street from the subject property at 3165 Alpine Avenue,
City of Walker, Kent County, Michigan. The single assessment land parcel totaled
13.34 acres, the building was constructed in 1989, GBA is 114,942 sq. ft., the land to
building ratio is 4.01 to 1, and on-site parking is provided. The property sold on a
leased fee basis on August 2, 2021, for $17,690,000, or $122.05/sq. ft. The reported
occupancy was 100% at the time of sale. The appraiser adjusted this sale upward by
3% for the market conditions/time. The sales price was adjusted by 5% upward for the
differences in condition of property in comparison to the subject property. This sale was
also adjusted 25% downward for “other factors” because this sale did not suffer from
obsolescence as does the subject property. The total adjustment was downward 20%
and the final adjusted sales price was $106.88/sq. ft.

Alternatively, the amount of space on which the rent is based; calculated according to local practice.” 1d.
at 131 and 162.
42 $100.82/sq. ft. = $23,250,000 + (North: 213,005 sq. ft. + South: 17,608 sq. ft.)
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Sale #4 is located 1610 — 1780 Orchard Gateway Boulevard, City of North Aurora, Kane
County, lllinois. The single assessment land parcel totaled 14.38 acres, the building
was constructed in 2006, GBA is 121,074 sq. ft., land to building ratio is 5.17 to 1, and
on-site parking is provided. The property sold on a leased fee basis on August 2, 2021,
for $7,025,000, or $58.02/sq. ft. The reported occupancy was 76% at the time of sale.
The appraiser adjusted this sale upward by 3% for the market conditions/time. The
sales price was adjusted 5% downward for building size as well as condition for
differences in the property in comparison to the subject property. The sales price was
also adjusted 5% downward for the land to building ratio in comparison to the subject
property. This sale was not adjusted downward for “other factors” because the
appraiser felt this sale did suffer from external obsolescence. The total adjustment was
downward by15% and the final adjusted sales price was $50.80/sq. ft.

Sale #5 is located 28774 — 28802 Gratiot Avenue, City of Roseville, Macomb County,
Michigan. The single assessment land parcel totaled 6.41 acres, building was
constructed in 1963 and renovated in 2004, GBA is 154,883 sq. ft., land to building ratio
is 1.8 to 1, and on-site parking is provided. The property sold on a leased fee basis on
April 8, 2020, for $9,500,000, or $61.34/sq. ft. The reported occupancy was 58% at the
time of sale. The appraiser adjusted this sale upward by 5% for the market
conditions/time. The sales price was adjusted by 5% upward for the land to building
ratio in comparison to the subject property. This sale was not adjusted for “other
factors” because the appraiser felt this sale did suffer from functional obsolescence due
to a vacant second floor. The total adjustment was up by 5% and the final adjusted
sales price was $67.62/sq. ft.

Petitioner’s appraiser applied a sales comparison adjustment for building size,
condition, land to building ratio, and other factors (occupancy). He stated:

I'm trying to show, in the sales comparison approach, that, because the
subject has obsolescence, the buyer would recognize that it would pay for
less; versus a property that is 100 percent occupancy and may not have
the degree of obsolescence as the subject . . . | simply did a pairing
between the Comparables 4 and 5 versus is 1, 2 and 3. And when | do the
calculation, it's about 50 percent. | thought that was excessive and |
concluded at 25 percent.*3

The appraiser used sq. ft. as the unit of measure comparison, as most market
participants consider this unit of measurement when purchasing and leasing this type of
property. As adjusted, the sales price/sq. ft. ranged from $50.80 to $106.88. The
subject property sold in December 2022 for $100.82/sg. ft.** Mr. Tomlinson gave each

43 Tr. Vol 1, at 120:5-18, See also P-1 at 67 & 68.

44 Tr. Vol 1, at 20:10 through 21:7. Neither Mr. Davis nor Mr. Tomlinson provided conclusive testimony
that the property’s (North, South, East and West parcels) 2021 purchase price of $23,250,000 was or was
not at arm’s length. However, Mr. Davis confirmed Petitioner was not related to the seller of the property,
the property was listed for sale, absent testimony, the buyer did not assume any debt as part of the
purchase price, and confirmed that the terms of the sale were not negatively influenced by BB&B not
renewing its lease and vacating GSII-2 by February 2023.
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sale “equivalent weight,”® and estimated that the value via the sales comparison
approach to be $75.00/sq. ft. for North. Based on North’s GBA of 213,005 sq. ft.,
North’s 2023 TCV via the sales comparison approach was $16,000,000.

Income Approach

Petitioner contends that the subject property is an investment grade institutional
property and would be bought and sold on its cash stream by cap-market participants
basing their purchase price on the quality and quantity of the cash stream.®
Respondent’s representative inquired as to the pool of investors that may invest in large
and small properties. Mr. Tomlinson responded, large institutional properties are
properties valued greater than $10,000,000, such that institutional investors are a higher
quality investor with more resources and purchasing power. He further testified that
because there are fewer institutional investors there are fewer investors bidding up the
price for these larger price properties causing cap rates to be higher while there are
many more investors for smaller properties bidding up the price causing lower cap
rates.*’

Petitioner’s appraiser reviewed and analyzed market lease data to establish market rent
for the appraisal assignment as well as examined the subject property’s existing
contract rents but did not use them. For example, the Burlington (GSI-10) lease
commenced in late 2022, but wasn’t used

For a couple of reasons. First, you're trying to establish what market rent
is. And, even though you haven't executed rent, at your subject, some will
argue that you're really taking what you're trying to determine and using it
as part of your evidence. . . The bottom line is most appraisers are
advised not to use the contract rent. You can consider it, and you should
analyze it, but market rent should be properties outside the subject. 48

Petitioner’s income approach was based on direct income capitalization. Rental
comparisons were made separately for typical smaller size units and larger size units.
The appraiser testified he stratified the market rate analysis for spaces 30,000 sq. ft.
and above, under 30,000 and above 10,000 sq.ft., and below 10,000 sq.ft.. ft.#°

30,000 sq. ft. and Above®°

Rental #1 is located at 3445 28th Street SE, Grand Rapids, Michigan. This is a 43,000
sq. ft. single tenant retail building, constructed in 1967, with on-site parking. The asking
rental rate as of November 2022, was $14.00/sq. ft. triple net (NNN) with tenant paying
expenses including utilities. A 15% downward condition of lease adjustment was made,

45 P-1 at 69.

4 Tr. Vol 1, at 44:5-12.

47 Tr. Vol. 2, at 63:9 through 64:18.

48 Tr. Vol 1, at 69:1-25. See also P-5 and P-6, 2022 & 2023 calendar years at $12.00/sq. ft.
49 Tr. Vol 1, at 45:10-23. See also P-1 at 85-88.

50 P-1 at 85-87.
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and no market condition/time adjustment was necessary. Other adjustments included a
10% downward adjustment for location and a 10% upward adjustment for the condition
of property. The total adjustment was 0% and the final adjusted rental rate was
$11.90/sqg. ft. NNN.

Rental #2 is located at 4830 Wilson Avenue SW, Wyoming, Michigan. This is a 35,164
sq. ft. rental unit of 230,864 sq. ft. multi-tenant retail building, constructed in 2000, with
on-site parking. The tenant of this unit is Ashley and located between Best Buy and
Marshalls. The transaction rental rate as of November 2021, was $11.00/sg. ft. NNN
with tenant paying expenses including utilities and no tenant improvements were
provided by landlord. No adjustment for the condition of lease was made, and a 2%
upward adjustment was made for the market condition/time. Other adjustments
included no adjustment for location and a 10% downward adjustment for the condition
of property. The total downward adjustment was 10% and the final adjusted rental rate
was $10.10/sq. ft. NNN.

Rental #3 is located at 4901 28th Street SE, Cascade Township, Michigan. Thisis a
34,250 sq. ft. rental unit of 74,250 sq. ft. multi-tenant retail building, constructed in 1995,
with on-site parking. This unit is located next to a BB&B and leased to Total Wine. The
transaction rental rate as of June 2021, was $12.65/sq. ft. NNN with tenant paying
expenses including utilities, and tenant improvements were provided by landlord. The
guoted rental rate is net of tenant improvements. No adjustment for the condition of
lease was made, and a 3% upward adjustment was made for the market condition/time.
Other adjustments included a 10% downward adjustment for location and a 10%
downward adjustment for the condition of property. The total downward adjustment was
20% and the final adjusted rental rate was $10.42/sq. ft. NNN.

Rental #4 is located at 3160 28th Street SE, Kentwood, Michigan. This is a 30,713 sq.
ft. single-tenant retail building, constructed in 1969/1974/1984, with on-site parking.
This unit was leased to Ashley. The transaction rental rate as of February 2018, was
$10.74/sq. ft. NNN with tenant paying expenses including utilities, and no tenant
improvements were provided by landlord. No adjustment for the condition of lease was
made, and a 10% upward adjustment was made for the market condition/time. Other
adjustments included a 10% downward adjustment for location and no adjustment for
the condition of property. The total downward adjustment was 10% and the final
adjusted rental rate was $10.63/sq. ft. NNN.

The appraiser’s adjusted rental rate for retail space 30,000 sq. ft. and above ranged
from $10.10 to $11.90/sq. ft. NNN. Most weight was given to comparables #1 and #4
because Mr. Tomlinson felt they were more comparable. Lease comp #3 was assigned
tertiary wight behind comps #1 and #4. Lease comp #1 was given the least weight
because the comp was considered to possess a greater number of dissimilarities. Mr.
Tomlinson acknowledged that North’s existing contract rent ranged from $8.00 to
$11.50/sq. ft. with an average of $9.97/sq. ft.>! Based on the adjusted comparable
lease data, North’s estimated market lease rental rate is $10.50/sg. ft. on a NNN

51 p-1 at 87 and P-5.
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basis.>? To calculate North’s potential gross income (PGI) ®32 for 30,000 sqg. ft. and
above space, the appraiser multiplied the $10.50/sq. ft. NNN market rent by the NRA of
79,674 sq. ft., for a total of $836,577.5

29,999 sq. ft. to 10,000 sq. ft.>®

Rental #1 is located at 4910 Wilson Avenue SW, Wyoming, Michigan. Thisis a 19,262
sq. ft. rental unit of 49,262 sq. ft. multi-tenant retail building, constructed in 2014, with
on-site parking. The transaction rental rate as of November 2022, was $13.00/sq. ft.
NNN with tenant paying expenses including utilities and no tenant improvements were
provided by landlord. No adjustment for the condition of lease was made, and no
adjustment was made for the market condition/time. Other adjustments included no
adjustment for location and a 10% downward adjustment for the condition of property.
The total downward adjustment was 10% and the final adjusted rental rate was
$11.70/sq. ft. NNN.

Rental #2 is located at 2978 28th Street SE, Kentwood, Michigan. This is a 18,945 sq.
ft. rental unit single-tenant retail building, constructed in 1997, with on-site parking. The
for-lease asking rental rate as of December 2021, was $16.50/sq. ft. NNN with tenant
paying expenses including utilities and no tenant improvements were provided by
landlord. A 15% downward adjustment for the condition of lease was made and a 2%
upward adjustment was made for market condition/time. Other adjustments included a
10% downward adjustment for location and a 10% downward adjustment for the
condition of property. The total downward adjustment was 20% and the final adjusted
rental rate was $11.44/sq. ft. NNN.

Rental #3 is located at 4265 28th Street SE, Grand Rapids, Michigan. This is a 12,820
sq. ft. rental unit of 20,000 sq. ft. multi-tenant retail building, constructed in 1988, with
on-site parking. The transactional rental rate as of August 2021, was $10.00/sq. ft.
NNN with tenant paying expenses including utilities and no tenant improvements were
provided by landlord. No adjustment for the condition of lease was made and a 3%
upward adjustment was made for market condition/time. Other adjustments included a
10% downward adjustment for location and no adjustment for the condition of property.
The total downward adjustment was 10% and the final adjusted rental rate was
$9.27/sq. ft. NNN.

Rental #4 is located at 2200 Beltline Avenue, Grand Rapids Township, Michigan. This
is a 22,950 sq. ft. rental unit of 250,000 sqg. ft. multi-tenant retail building, constructed in
2019, with on-site parking. The transaction rental rate as of October 2019, was
$10.95/sq. ft. NNN with tenant paying expenses including utilities and no tenant
improvements were provided by landlord. No adjustment for the condition of lease was

52 p-1 at 87.

53 The Appraisal Institute defines “Potential Gross Income,” as “the total potential income attributable to
property at full occupancy before vacancy and operating expenses are deducted.” The Dictionary of Real
Estate Appraisal at 145.

54 P-1 at revised 103.

55 P-1 at revised 95.
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made and a 7% upward adjustment was made for market condition/time. Other
adjustments included a 10% downward adjustment for location and a 10% downward
adjustment for the condition of property. The total downward adjustment was 20% and
the final adjusted rental rate was $9.37/sq. ft. NNN.

Mr. Tomlinson’s adjusted rental rate for retail space 29,999 sq. ft. to 10,000 sq. ft.
ranged from $9.27 to $11.70/sq. ft. NNN. Most weight was given to comparables #1
and #3 because Mr. Tomlinson felt they were most comparable to the subject. Lease
comparable #4 was assigned tertiary weight behind comparables #1 and #4. Lease
comparable #2 was given the least weight because this comparable was considered to
possess a greater number of dissimilarities. Mr. Tomlinson acknowledged that North’s
existing contract rent for 29,999 sq. ft. to 10,000 sq. ft. ranged from $10.00 to $12.00/sq.
ft. NNN. with an average of $11.30/sq. ft.>® Based on the adjusted comparable lease
data, North’s estimated market lease rental rate for 29,999 sq. ft. to 10,000 sq. ft. is
$11.00/sq. ft. NNN.>" To calculate North’s PGI for 29,999 sq. ft. to 10,000 sq. ft. space,
the appraiser multiplied the $11.00/sq. ft. NNN market rent by the NRA of 65,853 sq. ft.
for a total of $724,383.%8

Below 9,999 sq. ft. and Below®®

Rental #1 is located at 3031 — 3033 28th Street SE, Grand Rapids, Michigan. This is a
3,216 sq. ft. rental unit of 3,960 sqg. ft. multi-tenant retail building, constructed in 1970,
with on-site parking. The transaction rental rate as of April 2022, was $19.95/sq. ft.
NNN with tenant paying expenses including utilities and no tenant improvements were
provided by landlord. No adjustment for the condition of the lease was made and a 2%
upward adjustment was made for market condition/time. Other adjustments included a
10% downward adjustment for location and a 10% upward adjustment for the condition
of property. The total downward adjustment was offset at 0%, and the final adjusted
rental rate was $20.35/sq. ft. NNN.

Rental #2 is located at 1633 28th Street SW, Wyoming, Michigan. This is a 5,500 sq. ft.
rental unit of 20,631 sq. ft. multi-tenant retail building, constructed in 2000, with on-site
parking. The transaction rental rate as of April 2022, was $14.00/sq. ft. NNN with tenant
paying expenses including utilities and no tenant improvements were provided by
landlord. No adjustment for the condition of the lease was made and a 2% upward
adjustment was made for market condition/time. Other adjustments included a 10%
downward adjustment for location and a 5% downward adjustment for the condition of
property. The total downward adjustment was 15% and the final adjusted rental rate
was $12.14/sq. ft. NNN.

Rental #3 is located at 2200 NW Alpine Avenue, Walker, Michigan. This is a 1,028 sq.
ft. rental unit of 7,500 sq. ft. multi-tenant retail building, constructed in 2016, with on-site

5 P.5,

57 P-1 at 94.

58 |d. at 103.

59 1. at 100-103.
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parking. The transaction rental rate as of March 2022, was $16.50/sq. ft. NNN with
tenant paying expenses including utilities and no tenant improvements were provided by
landlord. No adjustment for the condition of the lease was made, and a 2% upward
adjustment was made for market condition/time. Other adjustments included no
adjustment for location and a 10% downward adjustment for the condition of property.
The total downward adjustment was 10% and the final adjusted rental rate was
$16.00/sq. ft. NNN.

The appraiser’s adjusted rental rate for retail space below 9,999 sqg. ft. ranged from
$12.14 to $20.35/sq. ft. NNN. Mr. Tomlinson gave equal weight to all three below 9,999
sq. ft. lease comparables. He also acknowledged that North’s existing contract rent for
less than 9,999 sq. ft. ranged from $11.00 to $32.99/sq. ft. NNN. with an average of
$16.93/sq. ft.°° Based on the adjusted comparable lease data, North's estimated
market lease rental rate for 9,999 sq. ft. and below is $16.00/sq. ft. NNN. To calculate
North’s PGI for 9,999 sq. ft. and below space, the appraiser multiplied the $16.00/sq. ft.
NNN market rent by the NRA of 59,602 sq. ft. for a total of $953,632.51

Once market rent has been determined, PGl is determined by multiplying the market
rent by the NRA sq. ft. In this approach, Petitioner’s appraiser utilized the NRA of
205,129 sq. ft. broken down into three market lease rate sizes: 1) greater 30,000 sq. ft.
(79,674 sq. ft); 2) 29,999 to 10,000 sq. ft. (65,853 sq. ft.); and 3) below 9,999 sq.
ft.(59,602 sq. ft.). GBA of 213,005 sq. ft. was not used in the income approach. Based
on market rent, Mr. Tomlinson’s estimated the subject property’s total PGI at
$2,514,592, or an average effective rental rate of $12.26/sq. ft. NNN.

Prior to estimating total PGI, Mr. Tomlinson estimated the reimbursable operating
expenses Petitioner seeks from tenants as provided in the NNN lease agreement.
These reimbursable operating expenses include maintenance and repairs, grounds, real
estate taxes, insurance, and utilities. Total reimbursable operating expenses were
$1,103,594, or $5.38/sq. ft.

Vacancy and Collection Loss Allowance

Once the PGI and reimbursable expenses have been calculated, Mr. Tomlinson
estimated the vacancy and collection (credit) loss allowance.®? Petitioner’s appraiser
reported that published research by CoStar indicated the Comstock/Alpine Avenue
overall retail submarket contains approximately 3,000,000 sq. ft. with an overall vacancy
rate of 6.8% for 2022. He also reported that during 2022 the Comstock/Alpine Avenue
overall retail market experienced a net positive absorption of 113,579 sq. ft. However,
during 2019 through 2022, the table in his report indicated three out of four years had
reported overall net negative absorption.®3 Even though the parties resolved the South

60 P-1 at revised 101 and see P-5.

61 P-1 at revised 103.

62 “WVacancy and collection loss” is defined as a “deduction from PGI) made to

reflect income reductions due to vacancies, tenant turnover, and nonpayment of rent; also called vacancy
and credit loss or vacancy and contingency loss.” The Dictionary of Real Estate Appraisal at 200.

63 P-1 at revised 35.
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strip center appeal, rather than using CoStar’s 6.8% vacancy rate, the appraiser
adopted his strip center South vacancy analysis for smaller retail units of 5.5%. He
chose 5.5% to use as a component smoothing out the varying vacancy estimates
between smaller riskier inline strip center units, and larger less risky power center units
within North.64

As for the larger anchor units making up North, the appraiser relied on CoStar’s 2022
Comstock/Alpine Avenue power center retail market data to estimate that portion of the
vacancy rate. CoStar reported that the Comstock/Alpine Avenue power center retail
market had 372,424 sq. ft. and a 22.8% vacancy rate. For the period of 2017 through
2021, net absorption varied between zero and a negative absorption. During 2022,
there was a positive 20,000 sq. ft. net increase.

In order to estimate the overall vacancy, Mr. Tomlinson estimated a blended rate based
on the average rate of vacancy for larger power center units and smaller strip center
units. For the power center vacancy calculation, he included Best Buy, BB&B,
Michaels, Burlington and Shoe Show, accounting for slightly over 70% of North’s total
sq. ft. and slightly less than 30% for the balance of the smaller strip center units. The
calculated overall weighted average vacancy was 17.76% and the final selected
vacancy rate rounded down to 16.0%.5°

Again, Petitioner’s appraiser relied on CoStar, augmented with his calculated South
strip center research, as source materials to develop his 16% vacancy rate for power
center shopping centers included in the Grand Rapids Metropolitan Statistical Area
(MSA) and Comstock/Alpine Avenue submarket. He estimates the credit loss at 1.0%,
with an overall vacancy and credit loss of 17.0%56

Petitioner’s appraiser testified that the actual vacancy rate for North, as of tax day 2023,
was 10.02%.%" As calculated by the Tribunal, the actual overall vacancy rate for North
and South as of tax day 2023, was 10.94%.

Effective Gross Income

From PGI, deductions are made for vacancy/credit loss, also known as collection loss,
resulting in effective gross income (EGI).68 The appraiser estimated the vacancy and
credit loss to be $615,092, or $3.00/sq. ft. EGI was $3,038,094, or $14.81/sq. ft.5°

64 Tr. Vol 1, at 80:3-25, 81:1 through 83:11.

65 Tr. Vol 1, at 89:17 through 90:17 and P-1 at 36. (Power Center: .7094% x 22.8% = 16.17%, Strip
Center: .2906% x 5.5% = 1.59%; weighted Average 16.17% + 1.59% = 17.76%, selected 16%.)

66 p-1 at 35-36, and original page 103.

67 Tr. Vol 1, at 126:17 through 129:22

68 “Effective Gross Income,” or EGI, is defined as the “anticipated income from all operations of the real
estate after an allowance is made for vacancy and collection losses and an addition is made for any other
income.” The Dictionary of Real Estate Appraisal at 60. Also see The Appraisal of Real Estate, 151
Edition, at 421.

69 |d. at revised 103, also see P-1 at 97.
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Operating Expenses

The next step in the income approach, the appraiser deducted operating expenses from
EGI. Expenses include operating expenses paid by the landlord as well as those
expenses that were offset as reimbursable expense income as part of EGl. Among the
expenses directly associated with operating the real property, including insurance,
common area maintenance (CAM),’® maintenance and reserves, and management and
legal, were then deducted from the EGI, resulting in net operating income (NOI).”* More
specifically, Mr. Thomlinson estimated expenses included:’?

Management Fees: Typical management fees’3 are between 2% and 4% of the EGI.
Ultimately, Mr. Tomlinson concluded to a 3% fee, or $91,143, or $0.44/sq. ft.

Maintenance & Repairs: Mr. Tomlinson reported that these expenses are related to the
general maintenance of the building and its components. The comparable properties
presented a range from $0.65 to $7.11/sq. ft. The historical expenses for the subject
property have ranged from $0.66 to $1.05/sq. ft. Accounting for future increases in
maintenance and repair costs, the appraiser projected the cost to be $1.00/sq. ft. in the
first year, or $205,129.

Grounds: Based on the subject’s financial reports, the appraiser notes the historical cost
ranged from $1.75 to $1.47/sq. ft. Mr. Tomlinson estimates a cost of $1.50/sq. ft., or
$307,694.

Real Property Taxes: Property taxes were not deducted as an operating expense, but
rather the ETR was added to the overall capitalization rate.

Insurance: Petitioner’s historical insurance premium has ranged from $0.09 to $0.56/sq.
ft. Based on premium increases of $0.13 and $0.14/sq. ft. in 2022 and 2023, Mr.
Tomlinson estimates the insurance expense to be $0.13/sq. ft., or $26,667.

70 “Common Area Maintenance” (CAM) “1. The expense of operating and maintaining common areas;
may or may not include management charges and usually does not include capital expenditures on
tenant improvements or other improvements to the property. See also common area. 2. [For shopping
centers, tlhe amount of money charged to tenants for their shares of maintaining a center’s

common area. The charge that a tenant pays for shared services and facilities such as electricity,
security, and maintenance of parking lots. Items charged to common area maintenance may include
cleaning services, parking lot sweeping and maintenance, snow removal, security, [amenities,] and
upkeep. (ICSC).” The Dictionary of Real Estate Appraisal at 33.

71 “Net Operating Income” (NOI or 10). “The actual or anticipated net income that remains after all
operating expenses are deducted from effective gross income but before mortgage debt service and book
depreciation are deducted. Note: This definition mirrors the convention used in corporate finance and
business valuation for EBITDA (earnings before interest, taxes, depreciation, and amortization).”

72 p-1 at 109-110. See also P-1 revised p. 103.

73 “Management Fee” is the “amount charged by a management firm to manage property for an owner. In
income and expense analysis, a management fee is typically treated as a variable operating expense,
usually expressed as a percentage of effective gross income.” Id at 115.
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Utilities: Mr. Tomlinson reports utilities are separately metered and paid for by the
tenants. Historical utility costs ranged from $2.18 to $2.75/sq. ft. The appraiser
estimated utility costs to be $2.75/sq. ft., or $564,105.

Security and Administration: These expenses are not reimbursable and have been
combined as they are relatively de minimis. Security is estimated to be $0.02/sq. ft. and
administration is estimated to be $0.06/sq. ft. or a total of $16,411.

Replacement Reserves: Mr. Tomlison reports Petitioner places reserves in a savings
account to replace short-lived building components. The reserve account ranges from
$0.38 to $1.15/sq. ft. The estimated reserve is $0.75/sq. ft., or $157,847. The
appraiser looked to RealtyRates.com to support reserve requirements for the retail
industry.’

Mr. Tomlinson estimates total operating expenses to be $1,364,994, or $6.65/sq. ft.”®
Less operating expenses, the subject property’s 2022 NOI was $1,673,100, or $6.65/sq.
ft. of NRA.

Capitalization Rate

Petitioner’s appraiser developed an overall capitalization rate by analyzing market
driven shopping center sales, investor surveys, and performing the mortgage and equity
method calculation commonly known as the “band of investment” method. The sales
derived capitalization rate extraction method relied on seven reported shopping center
sales located across the state from Benton Harbor to Roseville. The sales indicated the
capitalization rate may fall within the range of 8.22% to 16.61%. After the appraiser
eliminated outlier double digit rates, the revised range set the goal posts between
8.22% and 9.67% with an average of about 8.9%.6

Investor surveys were relied upon for capitalization rate trends’’ during the COVID and
post-COVID years, as well as to develop and approximate average range of the overall
capitalization rate (OAR) for power centers as of tax day 2023. Petitioner’s appraiser
principally relied on Real Estate Research Corporation (RERC) survey of investor rates
of return for second-tier investment properties located in the Midwest. The RERC
survey for power-center properties leans more towards less risk, credit worthy, strong
market location, strong credit tenants, and values greater than $10,000,000. Mr.
Tomlinson provided testimony that a tier-1 property is a new shopping center
development property, tier-2 is a former tier-1 property that is aging, still in good
condition and average location. A tier-3 property is an older property that may have
obsolescence. Based on these general descriptions, he felt the subject property was
more aligned with tier-2 properties located in the Midwest. The OAR for power center

74 P-1at11l.

75 Tr. Vol 2, at 22:10-17, also see P-1 revised p 103.

76 Tr. Vol 1, at 94:6 through 95:13, and 160:15 through 161:12.

77 Tr. Vol 1, at 56:10 through 58:25, also see P-12 at 1-3. Vol 1, at 92 through 98:12. P-1 at 112, and P-
13 at 1-4.
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tier-2 properties located in the Midwest ranged from 8.40% to 11.50%, and the average
was 9.40%."8

Petitioner’s appraiser lastly analyzed the band of investment method. Mr. Tomlinson
provided documentary evidence of the various elements he incorporated into this
method for developing the capitalization rate. For the debt component he used a
current mortgage interest rate of 5.66%, for a term of 28-years, and a 70% loan-to-value
ratio. He calculated a loan constant of 7.12%. For the equity component of the cap rate,
the appraiser used a 30% equity to value ratio and a current equity dividend rate from
Realty Rates.com ranging from 7.76% to 16.18%. The calculated mortgage and equity
capitalization rate indicates a range of 7.29% to 9.84%."°

Finally, Mr. Tomlinson determined an overall capitalization rate, considering all three
capitalization rate methods, giving greatest weight to the RERC survey ranging from
8.40% to 11.0%. The band of investment method ranged from 7.29% to 9.84%, which
reflects the current economic climate. The cap rate, extracted from the market sales
method, reflects actual historical returns on similar investments ranging from 8.22% to
9.67%. After considering these methods and considering the RERC survey in support,
he estimated the capitalization rate to be 9.5%.80

Next, Petitioner’s appraiser adjusted the “modified” overall tax capitalization rate,
attributable to uncollectable NNN taxes typically paid by a tenant due to vacancy. The
elements of the “modified” overall tax capitalization rate include the taxing jurisdiction’s
current tax rate of 45.7637 mills, plus a 1% administration fee (46.2213 mills), plus an
amount attributable to uncollectable taxes on a net lease basis paid by the property
owner during vacancy. Assuming a 16% vacancy rate, the appraiser calculated the
apportioned ETR to be paid by the owner is 0.37%.8! Adding the uncollectable vacancy
ETR of 0.37% to the capitalization rate of 9.5%, Mr. Tomlinson calculates the modified
overall capitalization rate at 9.87%.82

Based on the appraiser’s estimated NOI of $1,673,100, North’s 2023 “as stabilized”
TCV via the income approach to value is $16,951,766 (rounded), or $82.64/sq. ft.

Lease-Up Cost

Mr. Tomlinson provided documentary evidence and testimony that due to below market
occupancy as of tax day 2023, the “as stabilized” TCV must be adjusted for
unreimbursed, “lease-up” expenses, the landlord may incur during an estimated two-
year or eight-quarters lease-up period. The appraiser reports that a stabilized TCV is
based on NRA of 205,129 sq. ft. and a stabilized market occupancy of 84% or 172,308
sq. ft. (16% vacancy). Therefore, a non-stabilized lease-up cost is estimated by

78 P-1 at revised 112, and also see Tr. Vol 1, at 92:19 through 98:12.

79 |d. and Tr. Vol 1, at 98:13 through 101:17.

80 Tr. Vol 1, at 101:18 through 102:19 and see also P-1 at 113.

81 ((45.76370 x 1%) / 1,000 / 2) x 16% = 0.37%. See also P-1 at revised 113.

82 Tr. Vol 1, at 102:20 through 103:15, and see P-1 at revised p 113 replacing original p 114.
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subtracting current occupancy of 161,509 sq. ft. from stabilized occupancy of 172,308
sq. ft. with the remainder of 10,799 sg. ft. vacancy to lease-up during the two-year
period to attain stabilized occupancy at 84%. Mr. Tomlinson identified several cost
elements making up his lease-up cost estimate of $476,062: including rent loss
opportunity cost on the vacant space, unrecovered operating expenses, tenant
improvement allowance, and brokerage lease commissions. The total rounded lease-up
cost is $480,000.83

After deducting the lease-up expense from the “as stabilized” TCV, Petitioner’s
appraiser estimated the non-stabilized TCV to be $16,500,000 (rounded) or $80.30/sg.
ft.

Reconciliation

Petitioner’s appraiser, in reconciling North, Mr. Tomlinson placed primary reliance on
the income approach because “typical buyers of retail development such as the subject
are most concerned with the income-producing potential of the properties and value the
investment accordingly.” The sales comparison approach served as a check to the
income approach opinion of value. He wrote that for income-producing property the
sales comparison approach is not primary, but can be relied on as a secondary
approach in support of the income approach. These analyses resulted in a final opinion
of TCV of $16,500,000 as of December 31, 2022, for the 2023 tax year.?*

PETITIONER'S ADMITTED EXHIBITS

The parties advised the Tribunal at the beginning of the hearing they jointly stipulated as
to the admissibility of all exhibits. With the intent of efficiently trying the case, rather
than individually moving to admit each piece of documentary evidence throughout the
hearing, the parties’ representatives stipulated they would just declare, "we admit exhibit
(#)" without any further debate of admissibility and relevance. Exhibits referenced and
admitted during hearing are identified by “*".85

P-1: Appraisal of Real Property Interest, Green Ridge Mall, Tomlinson Valuation &
Consulting, LLC, as of 12-31-22 *

P-2: Qualifications of Daniel Tomlinson *

P-3: Buyer's Settlement Statement, Green Ridge Holdings, LLC *
P-4: Survey *

P-5. Green Ridge Mall Rent Roll, 12/31/2022 *

P-6: Green Ridge Mall Rent Roll, 12/31/2023 *

P-7: Income Statement, CY 2023 *

P-8: Income Statement, CY 2022 *

P-9: Income Statement, partial 2021

P-10: Income Statement, 2018-partial 2021 *

83 Tr. Vol 1, 104:1 through 109:11. See also P-1 revised at 103 and revised at 113-114.
8 Tr. Vol 1, 110. See also P-2 revised at 140 — 142.
85 Tr, Vol 1, 7:3-18. See also Vol 4, 45:13-19.
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P-11: Unemployment Statistics *

P-12: Overall Change in Rates 2019-2022 *

P-13: 2nd Tier Surveys, 2019-2022, RERC *

P-14: Five BB&B Stores in Michigan to Close, Detroit Free Press, Sept. 16, 2022 *
P-15: Google Earth Aerial Photo *

P-16: Costar Photos for 6333 Kalamazoo Avenue SE, Grand Rapids *
P-17: Google Street View, 411 E. Main Street, Lowell *

P-18: Costar Photos for 5340 Plaza Avenue, Hudsonville *

P-19: Listing Brochure, 701 68th Street, Byron Center *

P-20: Costar Photo for 302-316 Baldwin Street, Jenison *

P-21: Sale Brochure, 5318-5330 S. Division Avenue, Grand Rapids *
P-22: Costar Photo for 5344 Plainfield Avenue NE, Grand Rapids *
P-23: Costar Photo for 5265-5275 West River Drive NE, Comstock Park *
P-24: "Sales Comps," from Respondent's discovery responses

P-25: "Costar Leases," from Respondent's discovery responses

P-26: Tomlinson Survey

P-27: Costar, 3165 Alpine Avenue NW

P-28: NAI Flyer, 3165 Alpine Avenue NW

P-29: Costar, 3819-3845 Rivertown Parkway

P-30: Costar, 4485-4497 Canal Avenue NW

P-31: Costar, 3165 Felch Street

P-32: Costar, 4901-4923 28th Street SE

P-33: Costar, 5049-5159 Harvey Street *

P-34: Costar, 5225-5365 Harvey Street *

PETITIONER’S WITNESSES

Petitioner’s witnesses are Rick Davis and Daniel Tomlinson, MAI. Mr. Davis is
employed by McCall Companies Management (McCall) owners of Petitioner, Green
Ridge Holdings, LLC. McCall manages the subject property. Mr. Davis has been the
property facilities project manager since Petitioner took ownership of the property in
December 2021. Mr. Davis’s expertise is within the sphere of the subject property
ownership; operational management structure; property history, physical characteristics,
occupancy, financial income and operating expenses; and competitive marketplace
environment of the property.

Daniel Tomlinson prepared a valuation disclosure for the subject property. Mr.
Tomlinson is a state of Michigan Certified General Real Estate Appraiser and licensed
general appraiser in the state of Indiana. He is a designated real estate appraiser
through the MAIL. Mr. Tomlinson is experienced in valuation of commercial and
industrial properties at the local, national, and international levels for acquisitions and
divestitures, lending and workouts, business reorganizations, litigation services, ad
valorem tax valuations, condemnation, proposed developments and insurance
appraisals. Prior to forming Tomlinson Valuation and Consulting, LLC, Mr. Tomlinson
was a shareholder at Stout where he was responsible for the development of their real
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estate practice. Mr. Tomlinson earned an MA in Real Estate & Urban Analysis from the
University of Florida and a BA in Economics from Stanford University.

The parties mutually agreed to stipulate each party’s witnesses are admitted as subject
matter experts within their fields of expertise without objection.8” Based on Mr. Davis’s
background, training, education, and experience, the parties also agreed to admit him

as an expert in the areas of the property’s facilities and property management. Mr.
Tomlinson was admitted as an expert in the valuation of real estate.

RESPONDENT’'S CONTENTIONS
The property’s TCV, SEV and TV, as confirmed by the BOR, are as follows:

Tax Year: 2023

Parcel Number TCV SEV TV
41-13-01-151-008 $8,698,000 $4,349,000 $3,948,525
41-13-01-151-009 $1,236,400 $618,200 $560,910
41-13-01-151-018 $13,408,000 $6,704,000 $6,033,615
Total $23,342,400 $11,671,200 $10,543,050

Respondent’s revised contentions of TCV, SEV and TV are as follows:

Tax Year: 2023

Parcel Number TCV SEV TV
41-13-01-151-008 $9,768,000 $4,884,000 $3,948,525
41-13-01-151-009 $1,332,000 $666,000 $560,910
Total -008 & -009 $11,100,000 $5,550,000 $4,509,435
41-13-01-151-018 $17,900,000 $8,950,000 $6,033,615
Grand Total $29,000,000 $14,500,000 $10,543,050

Respondent contends that there is a material difference between the TCV estimates of
Respondent’s appraiser, Mr. Van Stensel, and Petitioner’'s appraiser. Partially
accounting for the differences is that Petitioner’s appraiser valued the three parcels
under appeal as a single economic unit power center while Mr. Van Stensel valued®®
parcels -008 and -009 as a single economic unit strip center and also separately
valued the remaining parcel -018 as a single economic unit strip center.%°

Respondent’s representative further contends that Petitioner’s appraiser made several
errors in his appraisal report contributing to the vast differences in TCV. Among the
contended errors: i) higher than local market vacancy and uncollectable rate,

86 p-2.

8 Tr, Vol 1, at 6-7, Tr, Vol. 4, at 45.

88 Tr. Vol 1, at 12:1-5.

89 R-1, being 3400-3410 Alpine Avenue, NW, Walker, MI.
%0 R-2, being 3370 Alpine Avenue, NW, Walker, MI.
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i) excessive capitalization rate exceeding the local Grand Rapids market, iii)
unsupported 25% “other factors” adjustment of three sales in the sales comparison
approach, iv) use of and misappropriation of vacancy adjustments to “nonlocal” sales
that are not comparable to the subject property, and lastly, v) Petitioner’s appraiser
mischaracterizes North as a “power center” property.®!

Respondent’s representative called Respondent’s appraiser, Mr. Van Stensel, to the
stand. Mr. Van Stensel clarified that R-1 is an appraisal report he prepared for 3400
Alpine Avenue NW (-009) and 3410 Alpine Avenue NW (-008) as a single economic
unit, also known as the horizontal east-west top of the number seven corresponding
with Petitioner’'s North portion of P-1 appraisal report. R-1 includes the suites occupied
by Best Buy and the former BB&B (-008) plus the adjacent parking lot (-009) to the
south.®? Respondent’s appraiser also separately valued parcel -018, found in R-2, as a
standalone economic unit. Parcel -018 is the vertical north-south portion of the number
seven being 3370 Alpine Avenue NW, located immediately adjacent to the east.%?

Respondent’s appraiser testified why he appraised the three parcels under appeal as
two separate economic units as opposed to a single economic unit:

If you don't put those together (-008 and -009), the purchaser of that
building is not going to have adequate parking. And | did this a lot of times
when | did an appraisal for lending purposes. A bank will actually not
allow them to finance something without parking. They'll say you have to
consider the parking because if we lose the parking lot, then the building is
completely devalued.

And as far as how | would market this if | was a broker, a buyer wouldn't
want to buy this building that didn't have adequate parking and it would be
very detrimental if the only parking on the site was behind it on the side,
so that's why | valued that one separately.

In addition, the Bed Bath &Beyond/Best Buy building at 3410 has larger
tenant suites as a percentage of the building. It's got Bed Bath &
Beyond, Best Buy, the Shoe Show, all those suites. The majority of the
two largest suites, Bed Bath & Beyond and Best Buy, are large and they
make up a large percentage of the building. So if you take a look at the
3370 Alpine to the east.%*

% Tr. Vol 1, at 12-13, 14:1-12.

92 Tr. Vol 2, at 68:24 through 69:14.
98 Tr. Vol 2, at 96:25 through 97:11.
%4 Tr. Vol 2, at 92:1-23.
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Mr. Van Stensel further explained why parcel -018, 3370 Alpine Avenue NW, was
appraised as a separate economic unit:

That consists of a lot of smaller sized suites, some of them are below a
thousand square footage, so it's different than the one to the north, and |
wanted to be able to use different comparable sales, potentially with
different adjustments for size because something with lots of small suites
is going to sell different than something with lots of large suites on a per
square foot basis. Typically, the smaller you go, the more per square
footage you're going to get because the lease rates are higher on smaller
suites than they are on larger suites so that's going to drive the income up
for the smaller suite building.%®

Respondent’s appraiser provide documentary evidence and testimony explaining the
appraisal assignment scope of work (SOW):

The scope of work was defined by the client . . . they were looking for
separate valuations of each parcel for tax related purposes, and |
originally had discussions about how we were going to quote/unquote
solve the appraisal problem, figure out these values, and the city agreed
with me that 3410 and 3400 should be appraised on their own, mainly
because they're different and also because they were looking for values to
attach to those parcels, and the same is true for 3370 which was the
Burlington, they were looking for separate values as well. So part of it was
driven by the client that | would do two separate reports and part of it was
due by necessity, and if | had combined it into one report, | would have
had to handle those buildings separate because they're different
enough.®®

Mr. Van Stensel further confirmed that the SOW for the R-1 assignment was also the
same used to prepare the valuation report contained in R-2.°7

Highest and Best Use

Respondent’s appraiser testified that the H&BU of the property under appeal, appraised
in R-1 and R-2, is the same if valued as vacant as commercial or whether it is valued as
improved at its existing current use as a multitenant commercial property,®® but possibly
not developed in the shape of an “L” (number seven) shaped configuration.®®

9 Tr. Vol 2, 92:25 through 93:12.

% Tr. Vol 2, 93:22 through 94:13. See also R-1 at 7-9.

97 Tr. Vol 2, 94:20-24. See also R-2, at 7-9.

%8 Tr. Vol 2, 107:17 through 108:5. See also R-1 at 26-27 and R-2 at 27-28.
99 Tr. Vol 2, 109:19 through 110:9.
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Cost Approach

Respondent’s appraiser testified he did not perform the cost approach, due to the
building being constructed in 1989, because it would be difficult to determine the
amount of depreciation for every portion of the building of a building this old.1°® Mr. Van
Stensel further provided testimony that the income and sales comparison approaches to
value were heavily relied upon as they were a good indicator of what strip centers were
selling for in the West Michigan market as well as the value of the income stream.0!

Mr. Van Stensel testified that there is some obsolescence for parcel -008 due to visibility
of the storefronts facing away from the street viewed by traffic traveling south on Alpine
Avenue, because travelers are initially viewing the back side of the building. However,
there is little to no visibility issue for storefronts traveling north bound from 1-96. He
further testified the units facing Alpine Avenue are going to collect more in rent because
the tenants like the visibility. It may impact the lease rate because tenants facing away
from Alpine Avenue may want a discount for less visibility'®? To that end, it was
Respondent’s appraiser’s opinion, if visibility was a big issue, treatment of functional
obsolescence is something that is treated by the cost to cure and put in a separate
analysis. He further testified that the treatment of any obsolescence caused by visibility
is incorporated in the lease fee analysis and further supported by a lower rental rate, for
those affected, whose spaces face away from Alpine Avenue.1%3

Sales Comparison Approach

North (-008 and -009) is located at 3400 — 3410 Alpine Avenue, City of Walker, Kent
County, Michigan. The two assessment land parcels total 7.28 acres, buildings
constructed in 1989, GBA is 94,555 sq. ft., the land to building ratio is 3.31 to 1, three
rental units, and on-site parking is provided on parcel -009.1% North, South, East and
West properties collectively sold on a leased fee basis on December 23, 2021, for
$25,000,000, or $107.22/sq. ft.19°

For parcels -008 and -009 appraised as a single economic unit, Mr. Van Stensel
identified and analyzed the following five improved comparable property sales®® in his
R-1 valuation disclosure report:

Sale #1 is located at 4901 28th Street, SE, Cascade Township, Kent County, Michigan.
The single assessment land parcel totaled 6.53 acres, building was constructed in 1995

100 Tr. Vol 2, 94:14-23.

101 Tr, Vol 2, 94:24 through 95:9.

102Tr, Vol 2, 97:1 through 100:18.

103 Tr, Vol 2, 104:23 through 105:7.

104 R-1 at 16-18.

105R-1 at 15, R-2 at 16, R-10 & P-1 at 174, $107.22/sq. ft. = $25,000,000 / (94,555 + 120,991 + 17,608).
The Tribunal notes the building square footage figures were obtained from Respondent’s R-1 for parcels -
008 and -009 and parcel -018 from R-2. Respondent’s appraiser did not report the South property
building sq. ft. in his analysis of the 2021 sale of the property, so the Tribunal obtained the South property
sg. ft. from Respondent’s property record card found in P-1 at revised 173.

106 R-1 at 69-99.
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and 1998, GBA is 74,250 sq. ft., the land to building ratio is 3.83 to 1, and on-site
parking is provided. The property sold on August 12, 2021, for $10,000,000, or
$134.68/sq. ft. Mr. Van Stensel reports this is a two-tenant building anchored by BB&B
at time of sale. H&BU at the time of sale was multitenant commercial. Occupancy at
the time of sale was not reported. The appraiser adjusted this sale upward 8% for the
date of sale equating to an adjusted sales price of $145.45/sq. ft. The adjusted sales
price was adjusted downward 10% for the differences in age/condition of property,
quality of construction downward 10%, and overall qualitative rating'®’ of “superior” in
comparison to the subject property. Total adjustment downward was 20% and the final
adjusted unit price was $116.36/sq. ft.

Sale #2 is located at 5201 S. Harvey Street, Norton Shores, Muskegon County,
Michigan. The single assessment land parcel totaled 40.92 acres, building was
constructed in 1995, GBA is 350,077 sq. ft., land to building ratio is 5.09 to 1, and on-
site parking is provided. The property sold on December 7, 2021, for $32,541,000, or
$92.95/sq. ft. H&BU at the time of sale was multitenant commercial. Occupancy at the
time of sale was not reported. The appraiser adjusted this sale upward 6% for the date
of sale equating to an adjusted sales price of $98.53/sq. ft. The adjusted sales price
was adjusted upward 20% for location, zero for difference in age/condition of property,
zero for quality of construction, zero for building size, zero for size of land site, and
overall qualitative rating of “inferior” in comparison to the subject property. Total
adjustment upward was 20% and the final adjusted unit price was $118.24/sq. ft.

Sale #3 is located at 12635 Felch Street & 3050 Beeline Road, Holland Township,
Ottawa County, Michigan. The nine assessment land parcels totaled 15.84 acres,
building was constructed over multiple year from 1996 - 2001, GBA is 167,661 sq. ft.,
land to building ratio is 4.11 to 1, and on-site parking is provided. The property sold on
February 7, 2022, for $21,000,000, or $125.25/sq. ft. H&BU at the time of sale was
commercial. Occupancy at the time of sale was not reported. The appraiser adjusted
this sale upward 5% for the date of sale equating to an adjusted sales price of
$131.52/sq. ft. The adjusted sales price was adjusted zero for location, zero for
difference in age/condition of property, downward 10% for quality of construction, zero
for building size, zero for size of land site, and overall qualitative rating of “superior” in
comparison to the subject property. Total adjustment downward was 10% and the final
adjusted unit price was $118.36/sg. ft.

Sale #4 is located at 4485-4597 Canal Avenue, SW, Grandville, Kent County, Michigan.
The single assessment land parcel totaled 32.48 acres, building was constructed in
2001 and 2010, GBA is 211,138 sq. ft., land to building ratio is 6.7 to 1, and on-site
parking is provided. The property sold on November 23, 2021, for $21,100,000, or

107 “*Quialitative Adjustment” is an “indication that one property is superior, inferior, or similar to

another property. Note that the common usage of the term is a misnomer in that an adjustment to the sale
price of a comparable property is not made. Rather, the indication of a property’s superiority or inferiority
to another is used in relative comparison analysis and other forms of qualitative analysis. See also
gualitative analysis.” “Qualitative Analysis” is the “process of accounting for differences (such as between
comparable properties and the subject property) that are not quantified; may be combined with
guantitative techniques.” The Dictionary of Real Estate Appraisal at 152.
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$99.93/sq. ft. H&BU at the time of sale was commercial retail. Occupancy at the time
of sale was not reported. The appraiser adjusted this sale upward 6% for the date of
sale equating to an adjusted sales price of $105.93/sq. ft. The adjusted sales price was
adjusted zero for location, downward 10% for difference in age/condition of property,
upward 15% for quality of construction, zero for building size, zero for size of land site,
and overall qualitative rating of “inferior” in comparison to the subject property. Total
adjustment upward was 5% and the final adjusted unit price was $111.23/sq. ft.

Sale #5 is located at 3165 Alpine Avenue, NW, Walker, Kent County, Michigan. The
single assessment land parcel totaled 13.7 acres, building was constructed over
multiple years beginning in 1965, 2002 and 2006, GBA is 136,468 sq. ft., land to
building ratio is 4.37 to 1, and on-site parking is provided. The property sold on August
2, 2021, for $17,690,000, or $129.63/sq. ft. H&BU at the time of sale was multitenant
commercial. Occupancy at the time of sale was not reported. The appraiser adjusted
this sale upward 8% for the date of sale, equating to an adjusted sales price of
$140.00/sq. ft. The adjusted sales price was adjusted zero for location, zero for
difference in age/condition of property, downward 10% for quality of construction, zero
for building size, zero for size of land site, and overall qualitative rating of “superior” in
comparison to the subject property. Total adjustment upward was 10% and the final
adjusted unit price was $126.00/sq. ft.

Mr. Van Stensel used a quantitative adjustment'®® method to adjust the comparable
sales for dissimilarities to the subject property. Using GBA sq. ft. as the unit of
measurement the adjusted sales price/sq. ft. ranged from $98.53 to $145.45 with an
average of $124.27. The appraiser’s adjusted unit price/sq. ft. ranged from 111.36 to
$126.00/sq. ft. with an average of $118.04/sqg. ft. The appraiser also assigned a
“qualitative rating” to each comparable sale with three sales receiving a “superior” rating
with the adjusted unit price ranging from $116.36 to 126.00/sq. ft., and two sales
receiving an “inferior” rating ranging from $111.23 to $118.24/sq. ft. The appraiser
“thought all of the comparables were good and | didn’t think one needed any more
weight than the other, so | determined that an average was fair.”*® Therefore, the
estimated TCV via the sales comparison approach is $118.00/sq. ft. for parcels -008
and -009. Based on GBA of 94,555 sq. ft., the property’s 2023 TCV via the sales
comparison approach was $11,160,000.11°

108 “*Quantitative Adjustment” is described as “ In the application of the sales comparison and income
capitalization approaches, a numerical (dollar or percentage) adjustment to the sale price, rent, or
expense amount of a comparable property to account for the effect on value of a difference between each
comparable property and the subject property. See also dollar adjustments; percentage adjustments;
guantitative techniques.” “Quantitative Techniques” are “[tlechniques used to derive quantitative
adjustments to comparable sale prices in the sales comparison approach; also used in the development
of adjustments in other valuation approaches and techniques. Quantitative techniques include data
analysis techniques (paired data analysis, grouped data analysis, and secondary data analysis),
statistical analysis, graphic analysis, trend analysis, cost analysis (cost-to-cure, depreciated cost), and
capitalization of rent differences. See also graphic analysis; grouped data analysis; paired data analysis;
statistical analysis; trend analysis.” Id.

109 Tr, Vol 2, at 133:2-5.

110 Tr, Vol 2, at 133:10 through 134:3. See also R-1 at 40.
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North (-018) is located at 3370 Alpine Avenue, NW, City of Walker, Kent County,
Michigan. The single assessment land parcel land size is 10.9396 acres, buildings
constructed in 1989, GBA is 120,991 sq. ft., land to building ratio is 3.94 to 1, 17 rental
units, and on-site parking provided.*!

For parcel -018 appraised as a single stand-alone economic unit, Respondent’s
appraiser identified and analyzed the following four improved comparable sales!?? in
Exhibit R-2 valuation disclosure.:

Sale #1 is located at 3165 Alpine Avenue, NW, Walker, Kent County, Michigan. This
sale is the same as Sale #5 used in the R-1 appraisal report. The single assessment
land parcel totaled 13.7 acres, building was constructed over multiple years beginning
in 1965, 2002 and 2006, GBA is 136,468 sq. ft., land to building ratio is 4.37 to 1, and
on-site parking provided. The property sold on August 2, 2021, for $17,690,000, or
$129.63/sq. ft. H&BU at the time of sale was multitenant commercial. Occupancy at
the time of sale was not reported. The appraiser adjusted this sale upward 8% for the
date of sale equating to an adjusted sales price of $140.00/sq. ft. The adjusted sales
price was adjusted zero for location, zero for difference in age/condition of property,
zero for quality of construction, zero for building size, zero for size of land site, and
overall qualitative rating of “equal” in comparison to the subject property. Total
adjustment was zero and the final adjusted unit price was $140.00/sq. ft.

Sale #2 is located at 3819 — 3845 Rivertown Parkway, Grandville, Kent County,
Michigan. The single assessment land parcel totaled 6.56 acres, building was
constructed in 2000, GBA is 60,523 sq. ft., land to building ratio is 4.7 to 1, and on-site
parking provided. Of the total GBA, there is an out lot with a 5,700 sq. ft. freestanding
restaurant building.**®* The property sold on August 11, 2022, for $9,000,000, or
$148.70/sq. ft. H&BU at the time of sale was commercial. Occupancy at the time of
sale was not reported. The appraiser adjusted this sale upward 2% for the date of sale
equating to an adjusted sales price of $151.68/sq. ft. The adjusted sales price was
adjusted zero for location, downward 10% for difference in age/condition of property,
upward 10% for quality of construction, zero for building size, zero for size of land site,
and overall qualitative rating of “equal”’ in comparison to the subject property. The total
adjustment upward was zero and the final adjusted unit price was $151.68/sq. ft.

Sale #3 is located at 4485-4597 Canal Avenue, SW, Grandville, Kent County, Michigan.
This sale is the same as Sale #4 used in the R-1 appraisal report. The single
assessment land parcel totaled 32.48 acres, building was constructed in 2001 and
2010, GBA is 209,000 sqg. ft.,** land to building ratio is 6.7 to 1, and on-site parking
provided. The property sold on November 23, 2021, for $21,100,000, or $100.96/sq.

111 The Tribunal notes that Green Ridge Square total available parking includes spaces located on
parcels -018, -009, and all of the East and West parcels are not under appeal.

112 R-2 at 36, 74-97.

113 Tr. Vol 3, at 155:19 through 156:20.

114 R-1 at 89. The Tribunal notes Sale #4 and R-2 Sale #3 at 89 lists the property at 211,138 sq. ft.;
however, the sales comparison adjustment grid in R-2 at 36 bases the adjusted unit price on 209,000 sq.
ft.
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ft.11> H&BU at the time of sale was commercial retail. Occupancy at the time of sale
was not reported. The appraiser adjusted this sale upward 6% for the date of sale
equating to an adjusted sales price of $107.01/sq. ft. The adjusted sales price was zero
for location, downward 10% for difference in age/condition of property, upward 25% for
quality of construction, upward 25% for building size, zero for size of land site, and
overall qualitative rating of “inferior” in comparison to the subject property. The total
adjustment upward was 40% and the final adjusted unit price was $149.82/sq. ft.

Sale #4 is located at 12635 Felch Street & 3050 Beeline Road, Holland Township,
Ottawa County, Michigan. This sale is the same as Sale #3 used in the R-1 appraisal
report. The nine assessment land parcels totaled 15.84 acres, building was constructed
over multiple year from 1996 - 2001, GBA is 167,661 sq. ft., land to building ratio is 4.11
to 1, and on-site parking provided. The property sold on February 7, 2022, for
$21,000,000, or $125.25/sq. ft. H&BU at the time of sale was commercial. Occupancy
at the time of sale was not reported. The appraiser adjusted this sale upward 5% for
the date of sale equating to an adjusted sales price of $131.52/sq. ft. The adjusted
sales price was adjusted zero for location, zero for difference in age/condition of
property, downward 10% quality of construction, upward 25% for building size, zero for
size of land site, and overall qualitative rating of “inferior” in comparison to the subject
property. The total adjustment upwards was 15% and the final adjusted unit price was
$151.24/sq. ft.

As with subject parcels -008 and -009, Mr. Van Stensel used a quantitative adjustment
method to adjust the comparable sales for dissimilarities to the subject property. Using
GBA sq. ft. as the unit of measurement the adjusted sales price/sq. ft. ranged from
$140.00 to $151.68 with an average of $132.55/sq. ft. GBA. The appraiser’s adjusted
unit price/sq. ft. ranged from $140.00 to $151.68/sq. ft. with an average of $148.18/sq.
ft. GBA. The appraiser also assigned a “qualitative rating” to each comparable sale with
two sales receiving an “equal” rating with the adjusted unit price ranging from $140.00
to $151.68/sq. ft., and two sales receiving an “inferior” rating ranging from $149.82 to
$151.24/sq. ft.116 The appraiser “thought each of those sales contributed to
approximately equally to the valuation and so | went with the average...”''” Mr. Van
Stensel further concluded due to “location, size of site and building,” the estimated
average adjusted unit price of $148.00/sq. ft. is representative of the TCV of parcel -
018. Based on GBA of 120,991 sq. ft., the property’s 2023 TCV, via the sales
comparison approach, was $17,900,000.

Income Approach

Respondent’s appraiser provided documentary valuation evidence and testimony that
he generally utilized separate improved market lease rental comparables in R-118 for

115 Actual sale price/sq. ft. in R-1 at 35 is $99.93/sq. ft. and R-2 at 36 is $100.96/sq. ft.
1186 Tr, Vol 2, at 213;5-19.

17 Tr. Vol 2, at 214:16-24.

118 R-1 at 102 through 114 and also see R-1 at 044.
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parcels -008 and -009 than he did in R-21%° for parcel -018. However, he noted that R-1
Rental #1 and R-2 Rental #5 were the same, as well as R-1 #2 and R-2 #6. The
appraiser confirmed that he followed the same general income capitalization
methodology in both R-1 and R-2, and all other market data elements of the income
approach were the same or very similar, such as time adjustment, vacancy rates, EGI,
method of calculating operating expense, replacement reserves, management fees, and
capitalization rates.'?° The appraiser further explained that he also examined current
contract rents confirming they reflected or resembled current market rent in which he
determined contract rent was similar to market rents.?!

For improved parcel -008 and contiguous parking lot parcel -009, they were appraised
as a single economic unit. Mr. Van Stensel identified and analyzed the following five
improved comparable property leased in his R-1 valuation disclosure report:

Rental #1 is located at 3940 28™ Street, SE, Kentwood, Michigan. This rental comp is
the same as R-2 Rental #5. This is a 25,939 sq. ft. (38.75%) rental unit leased to
Michaels of a total 66,944 sq. ft. multi-tenant retail building, originally constructed in
1996, with additions in 1999 and 2000. The total land area is 6.42 acres, land to
building ratio is 4.17 to 1, and on-site parking is provided. As of the lease survey date
of November 5, 2020, the rental rate was $10.25/sq. ft. NNN with tenant paying
expenses. The comparable lease rental was adjusted upward 4.0% for the market
condition/time resulting in an adjusted market rent of $10.66/sq. ft. NNN. Other physical
characteristic adjustments include no adjustment for location, size, age/condition,
guality, vacancy, special features, and use/parking of the property. The total net
adjustment was 0% and the final adjusted rental rate was $10.66/sq. ft. NNN.

Rental #2 is located at 4901 28™ Street, SE, Cascade Township, Michigan. This rental
comp is the same as R-2 Rental #6 with some noted exceptions below.'??2 Based on the
rental comp description summary, this is a 40,000 sq. ft. (53.87%) rental unit leased to
BB&B of a total 74,250 sq. ft. multi-tenant retail building, originally constructed in 1995.
This unit also includes a 32’ x 32’ (1,024 sqg. ft.) mezzanine above. The total land area
is 6.53 acres, land to building ratio is 3.83 to 1, and on-site parking is provided. As of
the lease survey date of January 10, 2020, the rental rate was $11.50/sq. ft. NNN
($10.48/sqg. ft. NNN) with tenant paying expenses. The comparable lease rental was
adjusted upward 5.0% for market condition/time resulting in an adjusted market rent of
$11.00/sq. ft. NNN. Other physical characteristic adjustments include no adjustment for
location, size, age/condition, quality, vacancy, special features, and use/parking of the
property. The total net adjustment was 0% and the final adjusted rental rate was
$11.00/sq. ft. NNN.

119 R-2 at 105 through 121 and also see R-2 at 45.

120 Ty, Vol 2, at 5:24 through 7:17

121 Tr, Vol 2, at 134:4 through 135:24. See also Vol 3, 7:22 through 11:2.

122 R-1 at 105-107. Rental #2 lease summary description lists the tenant as BB&B, $11.50/sq. ft. NNN,
unit area of 40,000 sq. ft. (53.87%) of 74,250 sq. ft. among other terms and conditions specific to the
BB&B. However, reported on the appraiser’s rental adjustment grid in R-1 at 44, Rental #2 tenant is
listed as Babies-R-Us, 22,050 sq. ft. (64.38%) of 34,250 sq. ft. in the amount of $10.48/sq. ft.



MTT Docket No. 23-000614
Page 31 of 83

Rental #3 is located at 4830 Wilson Avenue, SW, Suite 610-660, Wyoming, Michigan.
This is a 15,811 sq. ft. (6.85%) rental unit leased to DSW of a total 230,864 sq. ft. multi-
tenant retail building, originally constructed in 2000. The total land area is 59.59 acres,
land to building ratio is 11.24 to 1, and on-site parking is provided. As of the lease
survey date of January 3, 2020, the rental rate was $12.00/sqg. ft. NNN with tenant
paying expenses. The comparable lease rental was adjusted upward 5.0% for the
market condition/time resulting in an adjusted market rent of $12.60/sq. ft. NNN. Other
physical characteristic adjustments include no adjustment for location, size, quality,
vacancy, special features, and use/parking of the property; and downward 5.0% for the
age/condition. The total net adjustment was downward 5.0% and the final adjusted
rental rate was $11.97/sq. ft. NNN.

Rental #4 is located at 3940 28th Street, SE, Kentwood, Michigan.?® This is a 25,993
sq. ft. (38.75%) rental unit leased to PetSmart, Inc of a total 66,944 sq. ft. multi-tenant
retail building, originally constructed in 1996. The total land area is 6.42 acres, land to
building ratio is 4.17 to 1, and on-site parking is provided. As of the lease survey date
of September 23, 2016, the rental rate was $14.50/sq. ft. NNN with tenant paying
expenses. The comparable lease rental was adjusted upward 4.0% for market
condition/time resulting in an adjusted market rent of $15.08/sq. ft. NNN. Other physical
characteristic adjustments include no adjustment for location, size, age/condition,
guality, vacancy, special features, and use/parking of the property. The total net
adjustment was 0% and the final adjusted rental rate was $15.08/sq. ft. NNN.

Rental #5 is located at 4830 Wilson Avenue, SW, Suite 610-660, Wyoming, Michigan.'?*
This is an 8,456 sq. ft. (3.66%) rental unit leased to X-Golf of a total 230,864 sq. ft.
multi-tenant retail building, originally constructed in 2000. Total land area is 59.59
acres, land to building ratio is 11.24 to 1, and on-site parking is provided. As of the
lease survey date of September 21, 2023, the rental rate was $12.00/sq. ft. NNN with
tenant paying expenses. The comparable lease rental was adjusted downward 1.0%
for the market condition/time resulting in an adjusted market rent of $11.88/sq. ft. NNN.
Other physical characteristic adjustments include no adjustment for location, size,
guality, vacancy, special features, and use/parking of the property; and downward 5.0%
for age/condition. The total net adjustment was downward 5.0% and the final adjusted
rental rate was $11.29/sq. ft. NNN.

Mr. Van Stensel provided documentary valuation evidence and testified the adjusted
unit price for parcel -008 and -009, which includes units GSII-1, GSII-2, and GSII-3,
ranged from $10.66 to $15.08/sq. ft. NNN of GBA with an average of $12.00/sq. ft.

NNN. The appraiser concluded the GSII-1 Best Buy contract rental rate of $11.50/sq. ft.
NNN resembled market rate. For GSII-2, the former BB&B and now Urban Air unit, the
appraiser assigned the average adjusted unit price of $12.00/sq. ft. NNN. Respondent’s
appraiser calculated the GSII-3 or the Shoe Show unit market rent of $8.01/sq. ft. NNN
by subtracting the average building CAM cost of $4.75/sq. ft. from the CSII-3 2023
contract rent of $12.76/sq. ft. gross. Mr. Van Stensel concluded that GSII-1 and GSII-3

123 R-1 Rental #4 is located in same shopping center development as R-1 Rental #1.
124 R-1 Rental #5 is also located in the same retail shopping center development as R-1 Rental #3.
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contract rents were typical of the current market and contract rents were equivalent to
leased fee and fee simple. After estimating the PGI for parcel -008 and -009, the
appraiser calculated a blended effective rental rate of $11.24/sq. ft. NNN2°

For improved parcel -018, Mr. Van Stensel appraised this parcel as a single economic
unit. He analyzed the following six improved comparable rental leases contained in his
R-2126 valuation disclosure report:

Rental #1 is located at 6080 28™ Street SE, Cascade Township, Michigan. This is a
4,092 sq. ft. (20.0%) rental unit leased to Leo’s Coney Island of a total 20,373 sq. ft.
multi-tenant retail building, originally constructed in 2000. Total land area is 3.87 acres,
land to building ratio is 8.27 to 1, and on-site parking is provided. As of the lease survey
date of March 17, 2022, the rental rate was $18.70/sg. ft. NNN with tenant paying
expenses. The comparable lease rental was adjusted upward 1.0% for the market
condition/time resulting in an adjusted market rent of $18.89/sq. ft. NNN. Other physical
characteristic adjustments include an upward 20.0% adjustment for location; zero
adjustment for size; downward 5% age/condition; and zero for quality, vacancy, special
features, use/parking of the property. The total net adjustment was downward 15.0%
and the final adjusted rental rate was $21.72/sq. ft. NNN.

Rental #2 is located at 4174 Alpine Avenue, NW, Suite A, Alpine Township, Michigan.
This is a 4,300 sq. ft. (35.47%) rental unit leased to unknown of a total 12,124 sq. ft.
multi-tenant retail building, originally constructed in 2007. Total land area is 1.63 acres,
land to building ratio is 5.86 to 1, and on-site parking is provided. As of the lease survey
date of November 2, 2021, the rental rate was $19.00/sq. ft. NNN with tenant paying
expenses. The comparable lease rental was adjusted upward 2.0% for the market
condition/time resulting in an adjusted market rent of $19.38/sq. ft. NNN. Other physical
characteristic adjustments include zero adjustment for location and size; downward 5%
age/condition; and zero for quality, vacancy, special features, use/parking of the
property. The total net adjustment was downward 5.0% and the final adjusted rental
rate was $18.41/sq. ft. NNN.

Rental #3 is located at 3665 28™ Street, SE, Unit 3535, Grand Rapids, Michigan. This
is a 7,800 sq. ft. (1.50%) rental unit leased to Joann Fabric and Crafts of a total 521,735
sqg. ft. multi-tenant retail building, originally constructed in 1967 with additions in 2012,
and 2013. Total land area is 49.73 acres, land to building ratio is 4.15 to 1, and on-site
parking is provided. As of the lease survey date of November 1, 2021, the rental rate
was $18.00/sqg. ft. NNN with tenant paying expenses. The comparable lease rental was
adjusted upward 2.0% for market condition/time resulting in an adjusted market rent of
$18.36/sq. ft. NNN. Other physical characteristic adjustments include zero adjustment
for location, size, and age/condition; downward 10% for quality; and zero for vacancy,
special features, and use/parking of the property. The total net adjustment was
downward 10.0% and the final adjusted rental rate was $16.52/sq. ft. NNN.

125Tr, Vol 2 at 144:8 through 146:18. See also R-1 at 42 and 52.
126 R-2 at 45, 105 through 120.
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Rental #4 is located at 400 North Beacon Boulevard, Grand Haven, Michigan. This is a
1,707 sq. ft. (3.30%) rental unit leased to Great Clips of a total 51,793 sq. ft. multi-tenant
retail building, originally constructed in 2004. Total land area is 6.32 acres, land to
building ratio is 5.24 to 1, and on-site parking is provided. As of the lease survey date
of March 1, 2022, the rental rate was $22.71/sq. ft. NNN with tenant paying expenses.
The comparable lease rental was adjusted upward 1.0% for the market condition/time
resulting in an adjusted market rent of $22.94/sq. ft. NNN. Other physical characteristic
adjustments include zero adjustment for location, size; downward 5% for age/condition;
and zero for quality, vacancy, special features, and use/parking of the property. The
total net adjustment was downward 5.0% and the final adjusted rental rate was
$21.79/sq. ft. NNN.

Rental #5 is located at 3940 28th Street, SE, Kentwood, Michigan. This rental comp is
same as R-1 Rental #1. This is a 25,939 sq. ft. (38.75%) rental unit leased to Michaels
of a total 66,944 sq. ft. multi-tenant retail building, originally constructed in 1996, with
additions in 1999 and 2000. Total land area is 6.42 acres, land to building ratio is 4.17
to 1, and on-site parking is provided. As of the lease survey date of November 5, 2020,
the rental rate was $10.25/sq. ft. NNN with tenant paying expenses. The comparable
lease rental was adjusted upward 4.0% for market condition/time resulting in an
adjusted market rent of $10.66/sq. ft. NNN. Other physical characteristic adjustments
include no adjustment for location, size, age/condition, quality, vacancy, special
features, and use/parking of the property. The total net adjustment was 0% and the
final adjusted rental rate was $10.66/sq. ft. NNN.

Rental #6 is located at 4901 28th Street, SE, Cascade Township, Michigan. This rental
comp is same as R-1 Rental #2 with some noted exceptions below. Based on the
rental comp description summary, this is a 40,000 sq. ft. (53.87%) rental unit leased to
the former BB&B, of a total 74,250 sq. ft. multi-tenant retail building, originally
constructed in 1995. This unit also includes a 32’ x 32’ (1,024 sq. ft.) mezzanine above.
Total land area is 6.53 acres, land to building ratio is 3.83 to 1, and on-site parking is
provided. As of the lease survey date of January 10, 2020, the rental rate was
$11.50/sq. ft. NNN ($10.48/sqg. ft. NNN) with tenant paying expenses. The comparable
lease rental was adjusted upward 5.0% for market condition/time resulting in an
adjusted market rent of $11.00/sq. ft. NNN. Other physical characteristic adjustments
include no adjustment for location, size, age/condition, quality, vacancy, special
features, and use/parking of the property. The total net adjustment was 0.0% and the
final adjusted rental rate was $11.00/sq. ft. NNN.

Mr. Van Stensel provided documentary valuation evidence and testified the adjusted
unit price for parcel -018, including units GSI-5 through GSI-21, ranged from $10.66 to
$21.79/sq. ft. NNN of GBA with an average of $16.68/sq. ft. NNN. The existing contract
rental rates as of tax day 2023, ranged from $10.50 to $32.59/sq. ft. NNN27 of NRA

127 R-2 at 44. During the hearing, Respondent’s appraiser identified a column labeling error in his
schedule of current rental structure table. Specifically, the last two column heading labels on the far right
were reversed. Lessee Pays correctly precedes Lessor Pays. Respondent did not submit a corrected
page for the record.
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with an average of $12.94/sq. ft. NNN.*?8 Mr. Van Stensel concluded that for the
occupied units that the exiting contract rents were typical of the current market and
contract rents were equivalent to leased fee and fee simple. The appraiser estimated
the current market rental rate for vacant GSI-5 and GSI-14 located in parcel -018 was
$19.00/sq. ft. NNN by blending or averaging adjusted unit price of rental comps #1, #2,
#3, and #4 which felt were most similar in size.*?® After estimating the PGl for parcel -
018, the calculated blended average effective rental rate was $14.41/sq. ft. NNN, which
is within the range of the adjusted unit price average of $16.68 and adjusted unit price
high of the range at $21.79/sq. ft. NNN of NRA.130

Vacancy and Credit Loss Rate

Respondent’s representative asked Respondent’s appraiser to confirm he used a
combined 6% vacancy and credit loss rate for both parcels -008 and -018, Mr. Van
Stensel responded “correct.”3!

Respondent’s representative also inquired how he calculated his vacancy and credit
loss rate. He provided in testimony:

| took a look at the rent roll because | was curious, I've shopped at this
thing, and | could swear since the early '90s, late '80s it's the same
tenants in here. So | went through there and I'm, like, yeah, these people
have been in here 10 or 20 years. So he's got very little turnover so | took
a look at the vacant suites and then | basically calculated the vacancy rate
for the vacancy, basically, on the entire building to come up with existing,
and then | went backwards to see move-ins and move-outs because | had
the income expense over a period of time and | determined looking at the
building, how it's produced income stream over the last couple years, it's
been under 10 percent, so | know | was in single digit territory for the
building, looking at the historical information.132

Respondent’s appraiser also provided that he considered the Comstock/Alpine Avenue
submarket in his analysis when arriving at a vacancy rate of 6.0%:

| looked at the Comstock Alpine submarket and | took a look at what strip
centers had for vacancy rates and it was 5 and a half, so | was under 10
percent, calculating backwards. This is showing 5 and a half percent. |
just said we're going to go with 6 but it makes sense for this building and
this site. . . | stopped in the initial -when | did this report | stopped at the
CoStar Comstock market because the strip center number that | used was
reflective of the historical data that | was seeing in the building, and |

128 The Tribunal notes that two of the 17 units were vacant as of tax day 2023, contributing to the lower
overall average $12.94/sq. ft. NNN of NRA.

129 Tr. Vol 2, at 31:10-21.

130 Tr, Vol 3, at 7:18 through 34:17, and also see R-2 at 44, 45, and 53.

131 Tr, Vol 2, at 146:19 through 147:20, also see R-1 at 47 & 52, and R-2 at 44 & 53.

132Tr, Vol 2, at 147:23 — 148:14.
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thought I've done enough research, it looks like it's going to be under 10
percent, so | didn't do any further research outside of that. | thought that
what | was seeing in CoStar and based on the sample size that they had
for strip centers in the Comstock Alpine market, it was a large enough
sample size to where | feel like they captured a good idea of what was
going on in the market, if | agreed with it. It made sense from what |
see.!33

Mr. Van Stensel provided documentary evidence and testimony that CoStar’s published
estimated “strip center” vacancy rate was 5.5% and that the “power center” vacancy
rate was 22.8%. He further testified that the power center rate would have given him
pause because:

It would have because it's based on a really small data set. It was, | think
it was 374,000 square feet, it was effectively one power center that that
discussed. It's coming up with statistics off of one building. | would want a
bigger sample size to make that determination of what power centers were
doing in the market at that time, not just what one power center did, so if |
was going to value it as a power center, | would have pulled the entire
Grand Rapids MSA on a document to see what's the Grand Rapids
market vacancy rate for power centers as a whole, let's take a look at that.
| don't care about one building. If it's just saying the average rent is $10 a
square foot and you find out they only had one lease, well, | don't really
think that's helpful so | wouldn't use it.13*

Providing further clarification of why he felt North was not a power center, Mr. Van
Stensel testified:

The Dictionary of Real Estate. Basically it has characteristics of our
property but it talks about the building size aggregate being over 250,000.
So there are aspects of a power center in these properties because we've
got large traffic generating businesses next to small strip centers. It feels
like a power center, but | felt that it wasn't a power center. It didn't meet
my definition because of how it was broken up with parcels.

So | could sell this -I really wouldn't sell it as more than two different
properties because if you get rid of that parking lot, you're going to destroy
the Best Buy building, but still, if you can sell it as two parcels, then |
wouldn't look at it as a whole if | could get rid of them separately.3®

133 Tr. Vol 2, at 148:20-25 and 149:1-18. See also R-5 at 19.
134 Tr, Vol 2, at 152:3-18. See also R-6 at 18-19.
135 Tr. Vol 2, at 156:10-24.
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Effective Gross Income

From PGI, deductions are made for vacancy/credit loss, also known as collection loss,
resulting in effective gross income (EGI). The appraiser estimated parcel -008 and -009
vacancy and credit loss of 6% to be $61,668, or $0.67/sq. ft. EGI was $966,137, or
$10.56/sq. ft.13¢

The appraiser estimated parcel -018 vacancy and credit loss of 6% to be $98,316, or
$0.86/sq. ft. EGI was $1,540,279, or $13.55/sq. ft.13’

Operating Expenses

Respondent’s appraiser provided documentation and testimony the PGI in R-1 and R-2
were based on the rent roll provided by Petitioner and were NNN leases. The
property’s building operating expenses provided by Petitioner were on a consolidated
basis including North, South, East and West properties. Since the property was subject
to NNN leases, Petitioner passed along the operating expenses to its tenants for
reimbursement. Essentially, this should equate to the sought expense reimbursement
appearing as additional income offsetting expenses which should be a net zero or
nearly same with little affect against NOI. The appraiser testified he relied on
Petitioner’s income and expense statement in support of his management fee analysis
in which he determined that the property’s average overall management fee of 6.8% or
nearly 7.0% of EGI was reasonable. The management fee for parcels -008 and -009
found in R-1 was calculated to be $65,697 or $0.69/sqg. ft. The fee for -018 in R-2 was
$104,713 or $0.86/sq. ft.138 The reserve for replacement figure of $0.76/sq. ft. was
obtained from the fourth quarter RealtyRates.com. Parcels -008 and -009 reserve for
replacement expense is $71,862, and for parcel -018 the expense is $91,953.1%° Total
estimated operating expenses for parcel -008 and -009 were $137,599 or $1.45/sq. ft.
Total expenses for -018 was $1,343,587 or $11.10/sq. ft.

Net Operating Income

Total NOI for -008 and -009 was $828,578 or $8.76/sq. ft. and for parcel -018 is
$1,343,587 or $11.10/sq. ft.

Capitalization Rate

Respondent’s representative inquired which of the several capitalization methods
Respondent’s appraiser examined, including band of investment, surveys, and local cap
rates:

136 R-1 at 52.

187 R-2 at 53

138 Tr. Vol 3 at 36:11-16.

139 Tr, Vol 2 at 161:5 through 168:18, also see R-1 at 48 & 52 and R-2 at 49 & 53.
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| would say that | took a look primarily at RealtyRates.com. They provide
a fourth quarter 2022 and they give a range of value. This is Exhibit R-1,
page 50. So when | take a look at RealtyRates which publishes nationally,
they're showing that at the bottom of the page, retail, all types, is between
5.41, 14.67, with an average of 9.42, and | found for this type of property
in our market it's not rare for us to be 2 percent below that, so you can
kind of track with it.

So | took a look to make sure | fell within the range and | took a look at the
local cap rates that we actually had solid information on the cap rate
information for, and I did run a band of investment just because people
like to see that, but | don't put a lot of weight in the band of investment.

I think it's good if -inside the appraisal of real estate it says you can use it
but use it as a last resort. It's kind of like the raft underneath the seat in
the plane. Ifit's all you got, it's better than nothing, but if you got local cap
rates, stick with those.140

Respondent’s appraiser provided documentary evidence!#' and
testimony42 that his band of investment capitalization rate of 7.5% was
calculated based on a 70/30 loan to equity ratio, a mortgage loan constant
of 0.7015, 25-year loan term at five percent mortgage interest rate for high
guality strip mall by an investor with a high loan score, and an equity
dividend rate of 8.5 percent obtained from RealtyRates.com.
Respondent’s representative inquired on the origin of the 0.7015 loan
constant with the appraiser responding, “Yeah. It's called the happy keys
in the calculator, in our financial calculator, but it's a boring equation that
your calculator does for you. So you calculate the annual constant, and
then the next -- go ahead.”43

Mr. Van Stensel provided documentary evidence and testified he also analyzed the
sales and surveys to establish the “goal posts” of the upper and lower range of where
the capitalization rate to fall within. The RealtyRates.com, fourth quarter 2022 report
included multitenant retail ranging from 5.41% to 14.67% with an average of 9.42%. In
other words, the capitalization rate should not be below 5.41% and any higher than
14.67%. It was the appraiser’s opinion that the capitalization rate would be less than
the average rate of 9.42% because the property had good exposure, low vacancy, was
well maintained, and an investor would look at these factors and would pay a cap rate
better than average.'**

140 Tr, Vol 2, at 170:15 through 171:12.

41 R-1 at 50.

142Tr, Vol 2, at 172:3 through 177:8.

143 Tr. Vol 2, at 173:20-24.

144 Tr. Vol 2, at 177:9 through 180:1. See also R-1 at 50.
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Respondent’s appraiser completed his capitalization rate analysis by examining 13
West Michigan multitenant strip center sales!#® in comparison to the overall market.
The market sales capitalization rates ranged from 6.75% to 11.20% with an average of
8.32%. He further testified that the “7.5% (capitalization rate) was used for the subject
property and 6333 Kalamazoo Avenue SE, Grand Rapid, Ml was the strong evidence of
the capitalization rate that could be anticipated from the local market."4®

On cross examination Petitioner’s representative had Mr. Van Stensel “[c]alculate the
capitalization rate based on the December 31, 2020 NOI of $2,540,132 and the actual
2021 sale price of $23,250,000 which equated to 10.92%.” Mr. Van Stensel also
remarked that it was his understanding the sale price was $25,000,000.14’ If so, the
Tribunal notes the cap rate would have been 10.16%.

After capitalizing the NOI, Mr. Van Stensel estimated a TCV of parcel -008 and -009,
being 94,555 sq. ft., to be $11,050,000 or $116.86/sq. ft. The appraiser also estimated
the TCV for parcel -018, being 120,991 sq. ft., to be $17,900,000 or $147.94/sq. ft.

Reconciliation

Respondent’s appraiser’s appraisal report and testimony for parcel’s -008 and -009
concluded that the indicated TCV was 11,100,000 or $18.00/sq. ft. He reconciled the
three approaches to value, beginning with the cost approach, stating that he did not use
the cost approach due to the age of the building. Mr. Van Stensel assigned greater
reliance on the sales comparison approach at $11,160,000, and the income approach at
$11,050,000, because he had adequate market data supporting these approaches to
value. He further testified that he gave similar weight to these approaches to value
because all of the sales were multitenant retail buildings and captured what a typical
multitenant retail property would sell for in the market. The appraiser stated the income
approach was supported by a good capitalization rate, income, and solid market rental
data, also supported by NOI data supplied by the property owner. He further felt that
his conclusion of TCV for parcels -008 and -009 was supported by the two approaches
to value, as they were not too far off from each other, and weighted similar to the value
of the property at $11,100,000.148

Mr. Van Stensel reconciled parcel -018'’s final estimate of TCV of $17,900,000 or
$148.00/sq. ft. by testifying that all three approaches to value were considered, but only
sales and income approaches to value were utilized. The cost approach was not
utilized because of the property’s age, and the sales and income approaches data were
adequate. The adjusted unit price of the sales ranged from $140.00 to $151.68/sq. ft.
with an average of $148.00/sq. ft. GBA. He felt the quality of the sales data captured
that the market was capable of paying for a quality multitenant retail property, and was
reflective of the sales. He further explained that the NNN contract rental rates were

45 R-1 at 51.

146 Tr. Vol 2, at 180:20-25, 181:1-25, 182:1-25, 183:1-25, 184:1-8.
147 Tr. Vol 3, at 221:17 through 223:20, also see R-1 at 48.

148 Tr. Vol 2, at 193:13 through 194:21.
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comparable to the current market rent reflecting leased fee and fee simple values.
Lastly, the overall capitalization rate was based on the band of investment method, and
is supported by both the market and survey rates by RealtyRates.com. Mr. Van
Stensel’s final opinion of TCV considers and is supported by both approaches to
value.4®

Allocation of TCV

Respondent’s representative inquired how to allocate the total TCV of $11,100,000
between parcels -008 and -009, Mr. Van Stensel testified the 2023 SEV of parcel -008
was 88.2% of the sum of parcels -008 and -009 which would indicate parcel -009 should
be the remainder of 11.8%.1%°

RESPONDENT’S ADMITTED EXHIBITS

As previously noted in Petitioner’s admitted evidence section of this opinion, the parties
advised the Tribunal at the beginning of the hearing they jointly stipulated as to the
admissibility of all exhibits and would identify the admitted evidence throughout the
hearing by declaring, "we admit exhibit (#)" without any further debate of admissibility
and relevance. Respondent’s Exhibits referenced and admitted during hearing are
identified below by “*".151

R-1: AVS Appraisal for 3400 and 3410 Alpine Avenue NW, prepared by James Van
Stensel *

R-2: AVS Appraisal for 3370 Alpine Avenue NW (plus revised page 44) *

R-3: TVC Appraisal

R-4: Missing page from TVC's Appraisal *

R-5: Comstock/Alpine Avenue-Retail Submarket *

R-6: Grand Rapids, Ml USA - Retail Market *

R-7: Center Drive 715 Vacant space rear building *

R-8: The Appraisal of Real Estate *

R-9: USPAP Documents *

R-10: Property Transfer Affidavit *

R-11: Roseville Town Center *

R-12: Roseville Towne Center flyer *

R-13: North Aurora Towne Center flyer *

R-14: North Aurora Towne Center (edgemark)

R-15: North Aurora Towne Center (edgemark 2)

R-16: Pipestone Plaza flyer (Woodcrest) *

R-17: Pipestone Plaza - 1944-2050 Pipestone Rd *

R-18: Alpine Avenue NW - 3340 Rent roll and vacancy rate

R-19: Alpine Avenue NW - 3370 Rent role and vacancy

R-20: Local cap rates *

149 Tr, Vol 3, at 37:13 through 38:8. See also R-2 at 54.

150 Tr, Vol 2, at 194:22 through 196:4. See also R-1 at 20.
151 Id.
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R-21: Aerial photograph of parcels (admitted without objection at day-one of the
hearing) *

RESPONDENT’S WITNESS

Respondent’s witness is James Van Stensel, Jr., MAI. Mr. Van Stensel prepared a
valuation disclosure for the subject property. He is a Certified General Real Estate
Appraiser licensed in the state of Michigan and designated through the Appraisal
Institute. The parties mutually agreed to stipulate to each party’s expert witness.*>?
Based on his education, background, and experience, the Tribunal accepted Mr. Van
Stensel as an expert in the valuation of real estate.'>3

FINDINGS OF FACT

The Tribunal's Findings of Fact concern only evidence and inferences found to be
significantly relevant to the legal issues involved; the Tribunal has not addressed every
piece of evidence or every inference that might lead to conflicting conclusions and has
rejected evidence contrary to those findings.

1. North is located at 3370 — 3410 Alpine Avenue, NW, Walker, Kent County, Michigan.

2. North is identified as parcel nos. 13-01-151-008, 13-01-151-009, and 13-01-151-018
and are commonly known as Green Ridge Square.

3. The contiguous property located on the south side of Center Drive also owned by
Petitioner, but not under appeal, is 3150 Alpine Avenue, NW, Walker, Kent County,
Michigan, (South).

4. Other contiguous parcels making up the Green Ridge Square abutting the North
owned by Petitioner and not under appeal, are 815 Center Drive, NW, Walker, Kent
County, Michigan, (West), and 819 Center Drive, NW, Walker, Kent County,
Michigan (East).

5. All parcels making up the shopping center campus are zoned “C PUD, Commercial
Planned Unit Development Zoning District” permitting current multi-tenant
commercial use.*®*

6. Petitioner’s survey dated March 25, 2003, revised May 21, 2003, surveyor’s note #8,
footnote #3, discloses the approved PUD is subject to a written PUD agreement that
shall be maintained in the City of Walker planning department but was not made
available to the surveyor for review as of April 22, 2004.15

7. The overall shopping center campus property includes the shadow anchor Target
store parcel.

152 Id.

153 Tr. Vol 2, at 170:1-25 and 171:1-12.
154 p-1 at 8.
155 P-4 at 1.
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8. The parties provided photographs of the Green Ridge Square shopping center street
signage which identifies several of Petitioner's anchor tenants as well as shadow
anchor Target.

9. The record is absent minimum parking space C PUD zoning requirements for Green
Ridge Square and more specifically for North and Target store parcel.

10.The record indicates the total number of West parking spaces owned by Petitioner
and available serving West tenants is 170 spaces.'>®

11.The record is absent of any shared-use parking lot access and operational
management agreement between Petitioner, its tenants, and Target.%’

12.H&BU of the North as vacant and improved is hold for existing commercial multi-
tenant income property use and is not owner occupied.

13.The North is classified for ad valorem property taxation purposes as Commercial-
Real Property.

14.Excluding South, East, and West parcels, the three parcels (-008, -009, -018)
making up North has a total of 18.23 +/- acres, or 794,099 sq. ft.158

15.North contains approximately 213,005 sq. ft. of GRA and 205,129 sq. ft. of NRA.1%°

16.North’s contiguous and abutting land and building improvements were constructed
simultaneously between 1988 and 1989.

17.The shadow anchor Target store is not owned by Petitioner and is contiguous and
abuts the subject property.

18.The Target store was constructed about the same time as North.

19. Petitioner owns the assessment parcels surrounding Target on south, east, west,
and north.

20.The abutting Target building is 102,386 sq. ft.169
21.The total building square footage of the North and the Target Store is 315,391 sq. ft.

22.Petitioner purchased all six parcels including North, South, East, and West as a
single transaction on December 23, 2021,'%% in the amount of $23,250,000.

156 p-1 at 18. SOW requires appraiser to value the West 1.63 acre and 170 parking spaces.

157 P-4 at 1 through 4. Survey indicates parcel -008 has 70 regular parking spaces, 0 handicap, 70 total;
parcel -009 has 387 regular spaces, 17 handicap, 404 total spaces; parcel -018 has 450 regular spaces,
34 handicap, 484 total; East parcel has 170 spaces, 0 handicap, total 170 space. Overall, 1,077 regular,
51 handicap, total 1,128 space. Specific to parcel -018, the Tribunal notes that the survey P-4 at 1 and
rent roll P-5 at 1 indicates there are 7 regular space, 14 handicap, total 21 spaces directly in front of retail
units GSI-5 and GSI-11.

158 p.1 at 7.

159 p-1 at 8.

160 The Tribunal takes judicial notice that Respondent’s public BS&A assessment records lists the Target
Store as 102,386 sq. ft. and constructed in 1989.

161 P-10 R-10 reports the transaction date on the Property Transfer Affidavit being December 23, 2021,
and attached Covenant Deed and Quit Claim deed are dated December 6, 2021. P-1 at 7 reports the
transaction date to be December 6, 2021, as recorded on the Covenant Deed December 10, 2021.
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23.Petitioner executed the Buyer’s Settlement Statement reporting the total
consideration buyer paid seller was $23,250,000.162

24.The settlement statement reports Petitioner secured a new mortgage loan amount of
$17,437,500 or a loan to value ratio of 75/25.163

25.The seller of the property to Petitioner submitted to Respondent a Property Transfer
Affidavit form L-4260 executed on December 6, 2023, by seller’s senior vice
president reporting a purchase price of $25,000,000.164

26.North is an income producing multi-tenant commercial retail building.

27.North consists of two buildings on three contiguous land parcels which includes 16
inline retail units and four anchor stores.

28.As of tax day 2023, North had an NRA occupancy rate of approximately 89.98% or
vacancy of 10.02%.16°

29.Two months after tax day 2023, on or about February 2023, North’s NRA occupancy
reduced to 78.2%, or 21.8% vacancy after BB&B vacated its space.'®

30.Alpine Avenue northbound traffic has good visibility of Green Ridge Square.
Southbound traffic has reduced visibility of parcel -008 rental units and other
southerly facing storefronts from Alpine Avenue.

31.Petitioner’s appraiser prepared its valuation disclosure estimating the TCV of North’s
three parcels as a single economic unit.

32.Respondent’s appraiser prepared two valuation disclosures valuing North’s three
parcels as two separate economic units.

33.Petitioner’s appraisal report included the sales comparison approach utilizing five
sales adjusted for dissimilarities in comparison to the North.

34.Respondent’s two appraisals also included the sales comparison approach utilizing
five sales in R-1 and four sales in R-2.

35. Petitioner’s appraiser also did an income approach utilizing market rent, expenses,
and an overall rate adjusted for the ETR adjusted for vacancy, and a lease-up costs
deduction.

36.Respondent’s income approach in R-1 and R-2 included market rents, expenses,
and an overall rate.

162 p-1 at 181.
163 pP-1 at 182.
164 R-10.

165 p-1 at 8.
166 p-1 at 12.



MTT Docket No. 23-000614
Page 43 of 83

CONCLUSIONS OF LAW

The assessment of real and personal property in Michigan is governed by the
constitutional standard that such property shall not be assessed in excess of 50% of its
TCV.167

The legislature shall provide for the uniform general ad valorem taxation of
real and tangible personal property not exempt by law except for taxes
levied for school operating purposes. The legislature shall provide for the
determination of true cash value of such property; the proportion of true
cash value at which such property shall be uniformly assessed, which
shall not exceed 50 percent.168

The Michigan Legislature has defined TCV to mean:

The usual selling price at the place where the property to which the term is
applied is at the time of assessment, being the price that could be
obtained for the property at private sale, and not at auction sale except as
otherwise provided in this section, or at forced sale.1%°

The Michigan Supreme Court has determined that “[tlhe concepts of ‘true cash value’
and ‘fair market value’ . . . are synonymous.""0

“By provisions of [MCL] 205.737(1) . . ., the Legislature requires the Tax Tribunal to
make a finding of true cash value in arriving at its determination of a lawful property
assessment.”*’ The Tribunal is not bound to accept either of the parties' theories of
valuation.r’? “It is the Tax Tribunal's duty to determine which approaches are useful in
providing the most accurate valuation under the individual circumstances of each
case.”’? In that regard, the Tribunal “may accept one theory and reject the other, it
may reject both theories, or it may utilize a combination of both in arriving at its
determination.”"4

A proceeding before the Tax Tribunal is original, independent, and de novo.'”® The
Tribunal's factual findings must be supported “by competent, material, and substantial
evidence.”’® “Substantial evidence must be more than a scintilla of evidence, although
it may be substantially less than a preponderance of the evidence.""’

167 See MCL 211.27a.

168 Const 1963, art 9, sec 3.

169 MCL 211.27(1).

170 CAF Investment Co v Michigan State Tax Comm, 392 Mich 442, 450; 221 NW2d 588 (1974).
171 Alhi Dev Co v Orion Twp, 110 Mich App 764, 767; 314 NW2d 479 (1981).

172 Teledyne Continental Motors v Muskegon Twp, 145 Mich App 749, 754; 378 NW2d 590 (1985).
173 Meadowlanes Ltd Dividend Housing Ass’n v Holland, 437 Mich 473, 485; 473 NW2d 636 (1991).
174 Jones & Laughlin Steel Corp v City of Warren, 193 Mich App 348, 356; 483 NW2d 416 (1992).
175 MCL 205.735a(2).

176 Dow Chemical Co v Dep't of Treasury, 185 Mich App 458, 462-463; 462 NW2d 765 (1990).

177 Jones & Laughlin Steel Corp, supra at 352-353.
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“The petitioner has the burden of proof in establishing the true cash value of the
property.”t’® “This burden encompasses two separate concepts: (1) the burden of
persuasion, which does not shift during the course of the hearing, and (2) the burden of
going forward with the evidence, which may shift to the opposing party.”’® However,
“[tlhe assessing agency has the burden of proof in establishing the ratio of the average
level of assessments in relation to true cash values in the assessment district and the
equalization factor that was uniformly applied in the assessment district for the year in
guestion.”80

Petitioner contends that the three assessment parcels making up North should be
valued as a single economic unit because they function and operate as a whole with the
appearance in the marketplace as a single economic unit. Respondent contends the
three parcels should be appraised as two separate economic units valuing parcel -018
separate from parcels -008 and -009 because the client's SOW called for two separate
appraisals, banks would not lend on -008 if the building and parking lot were not sold
together, and selling these two parcels together separate from -018 would yield the
greatest value.

Petitioner contends Respondent’s appraiser failed to adequately support his
assumptions and conclusions. North is a strip shopping center. Respondent contends
Petitioner’s appraiser mischaracterizes the North as a “power center” property.

Respondent contends Petitioner’s appraiser utilized and inappropriately applied
vacancy adjustments to “nonlocal” sales that are not comparable to the subject
property. Respondent further contends that the 25% adjustment of three sales
attributable to “other factors” in the sales comparison approach is unsupported.
Petitioner’s appraiser contends his sales comparison approach provides a check to the
reasonableness of its income approach.

Petitioner’s appraiser contends he valued the fee simple interest based on the H&BU as
its continued current use, based on market rent, subject to market occupancy and
“frictional vacancy,” less market operating expenses and recognized lease-up costs.

Petitioner further contends that Respondent’s appraiser failed to support their concept
that lower market vacancy and uncollectable rate for smaller inline shopping centers
located in the Grand Rapids market area was more applicable to larger power centers
such as the subject. Conversely, Respondent contends that Petitioner utilized higher
than local market vacancy and uncollectable rate.

Petitioner contends Respondent’s appraiser adopted a capitalization rate more aligned
with smaller lower risk shopping centers and not supported for the larger higher risk
shopping center market. Respondent contends Petitioner’s appraiser adopted an
excessive capitalization rate exceeding the local Grand Rapids market.

178 MCL 205.737(3).
179 Jones & Laughlin Steel Corp, supra at 354-355.
180 MCL 205.737(3).
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The appraisers relied on both the sales comparison and income approaches to
determine the TCV of the North. Petitioner’'s appraiser gave greatest weight to the
income approach as the most appropriate method for valuing the subject property as a
power center shopping center. Respondent’s appraiser relied on the sales comparison
approach to value both economic units which was supported by their income approach.

HIGHEST AND BEST USE
The subject property was originally developed as a commercial multi-tenant retail
shopping center. Both parties appraisers have concluded a similar H&BU8! for the
three parcels making up North. The Tribunal finds that there is no dispute that the

North’s H&BU is its continued use as a commercial multi-tenant retail shopping center.

Power Center v Strip Center

Closely related to the subject property’s H&BU, both parties appraisers dispute the type
of commercial retail building market in which the subject competes for potential
investors and the appropriate market data to include in the valuation analysis.
Petitioner’s appraiser contends the subject property’s retail market type more
appropriately competes in the large investor “power center” retail shopping center
market as a large single economic unit while Respondent’s appraiser opines the
property’s highest value can be achieved if the property was marketed for sale as two
separate economic units valued as two separate smaller inline retail strip centers.

181 “Highest and Best Use” is “1. The reasonably probable use of property that results in the highest value.
The four criteria that the highest and best use must meet are legal permissibility, physical possibility,
financial feasibility, and maximum productivity. 2. The use of an asset that maximizes its

potential and that is possible, legally permissible, and financially feasible. The highest and best use may
be for continuation of an asset’s existing use or for some alternative use. This is determined by the use
that a market participant would have in mind for the asset when formulating the price that it would be
willing to bid. (IVS) 3. [The] highest and most profitable use for which the property is adaptable and
needed or likely to be needed in the reasonably near future. (Uniform Appraisal Standards for Federal
Land Acquisitions) 4. [For fair value determination] The use of a nonfinancial asset by market participants
that would maximize the value of the asset or the group of assets and liabilities (for example, a business)
within which the asset would be used. (FASB Glossary) The highest and best use of a nonfinancial asset
takes into account the use that is physically possible, legally permissible, and financially feasible. (FASB
820-10-35-10B). The highest and best use of a nonfinancial asset establishes the valuation premise

used to measure the fair value of the asset, as follows: (a) The highest and best use of a nonfinancial
asset might provide maximum value to market participants through its use in combination with other
assets as a group (as installed or otherwise configured for use) or in combination with other assets

and liabilities (for example, a business). (b) The highest and best use of the asset might provide
maximum value to market participants on a standalone basis. (FASB 820-10-35-10E).” The Dictionary of
Real Estate Appraisal at 88.
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The Appraisal Institute defines “Power Center” as a:

[L]arge community shopping center with more than 250,000 square feet of
space anchored by three or more tenants that occupy 60% to 90% of the
space; the number of specialty stores is kept to a minimum.182

Additionally, the Appraisal Institute defines “Anchor Store” as:

[A] classification of shopping center tenant in which the store is a major
store such as a chain store or major department store that (1) generates a
high amount of retail customer traffic, (2) has substantial economic
strength (i.e., creditworthiness), and (3) occupies a large space within the
shopping center relative to other tenants. A freestanding store under
different ownership on a nearby or adjacent parcel that has the
characteristics of an anchor store is sometimes called a shadow anchor
store.183

“Strip Center” is a strip shopping center or strip retail center.1® “Strip
Development” is defined as a “[clommercial development in which the main
thoroughfares of a city are bordered by an almost continuous row, or strip, of
retail stores and allied service establishments, also any shopping area that
consists of a row of stores.”8

In this case, North’s building improvements have been described by the parties’
appraisers as appearing to resemble the number “7” or the letter “L” and is made up of
four anchor tenants and 16 smaller inline suites located on three contiguous parcels
owned by Petitioner. Additionally, also constructed within the Green Ridge Square
shopping center is a fifth shadow anchor retailer separately owned and operated by
Target and/or its parent legal entity. The four large retail tenant suites owned by
Petitioner total more than 161,000 sq. ft. or about 75% of the building’s 213,005 GBA
and about 78% of the 205,129 sq. ft. NRA. Located south of Petitioner’s suite GSI-21,
Target shares a common wall abutting Petitioner’s property. Target’s store is 102,386
sqg. ft. GBA. When considering the total building area of all buildings located at the
Green Ridge Square community shopping center, the total building area is 315,391 sq.
ft., for total anchor stores and the shadow anchor store space is 263,386 sq. ft. or
83.5% of the Green Ridge Square shopping center community campus.18®

When describing the functional integration of Petitioner’'s North, East, and West with the
Target parcel based on the evidence and testimony, Petitioner’s three parcels making
up North, including parking lot parcels -009 and -018, East, and West, are contiguous to
the Target parcel and its parking lot. Collectively, North, East, West, and Target share

182 |d. at 145.
83 1d. at 7.
184 1d. at 182.
185 |(.

186 Tr, Vol 3, at 121:20 through 123:24.
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customer parking at Green Ridge Square. Customers, tenants and their employees
gain access to Green Ridge Square from two main ingress/egress points of entry off of
Alpine, Center, and Weatherford public right of ways. Additionally, the shopping center
business tenants gain access to the rear of their stores for shipping/receiving purposes
as well as employee parking!®’ off from North Orchard/Old Orchard at the north of the
property and Weatherford on the east or at the rear of the shopping center.

As shown in photographs admitted into evidence by the parties, both north and south
Alpine Avenue entrances are marked by Green Ridge Square shopping center signage
branding each of the five anchor stores making up the shopping center community
campus as of tax day 2023. It is undisputed that Alpine Avenue is a high traffic
commercial thoroughfare serving the Walker community. The Alpine Avenue north
entrance shopping center curb-cut and sign are located on parcel -009 which includes
commercial logos representing Best Buy and BB&B located on parcel -008, and
Burlington located on parcel -018. The Target store, located on its own parcel and
Michaels, located on -018, have their commercial logos appear on the Alpine Avenue
south sign. The evidence also shows the south curb-cut is on Petitioner’s parcel -018
and south shopping center sign is located on Target's parcel.

Based on all visible indications represented by the Green Ridge Square shopping
center signage and all points of ingress/egress to all areas of public parking serving the
shopping center, by appearance to the general public passing by Green Ridge Square
on Alpine Avenue, the Target shadow anchor store is very much a part of the shopping
center campus community as it and the other anchor brands contribute to the high
amount of retail customer traffic at Green Ridge Square. Based on the evidence and
testimony provided, the Tribunal finds that Green Ridge Square is a power center within
compliance of the complete Appraisal Institute definition relied upon by both parties’
appraisers.

Single Economic Unit v Two Economic Units

Also closely associated with H&BU, Petitioner’s appraiser valued the North as a single
economic unit based in his analysis of H&BU as a commercial retail shopping (power)
center. Conversely, Respondent’s appraiser determined that the optimal value of North
can be achieved if the three assessment parcels are marketed for sale by a real estate
broker as two separate strip center economic units.

It was Respondent’s appraiser’s opinion that based on his experience in order to
optimize the value of parcel -008, brokers would market the improved building parcel
together with the parking lot parcel -009 because it would be detrimental to the value of
building on parcel -008 if the buyer or property owner did not own its parking lot and
only provided parking in the back and side of the building. Along that same thought
process, it was Mr. Van Stensel’s experience that lending institutions would not provide
financing if the property did not own its parking lot because without parking the
improved property’s value would be diminished. Furthermore, he was of the opinion the

187 P-4 at 2, employee parking at rear of parcel -018 is 102 regular, 0 handicap, 102 total spaces.
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smaller inline retail spaces making up parcel -018 more reflected a strip center
commanding a higher market rate than the larger anchor stores located on parcel -008.
And finally, Respondent’s appraiser provided documentary evidence and testified that
Respondent’s assessor desired the SOW to value the property at the assessment
parcel level for property tax assessment administration reasons.®® Based on these
fundamental factors, Mr. Van Stensel was of the opinion the H&BU of the property
would be achieved if marketed and sold as two separate economic units.

As noted above, the Appraisal Institute defines an “economic unit” for property appraisal
purposes as:

1. A portion of a larger (parent) parcel, vacant or improved, that can be
described and valued as a separate and independent parcel. Physical
characteristics such as location, access, size, shape, existing
improvements, and current use are considered when identifying an
economic unit. The economic unit should reflect marketability
characteristics similar to other properties in the market area. In appraisal,
the identification of economic units is essential in highest and best use
analysis of a property.

2. A combination of parcels in which land and improvements are used for
mutual economic benefit. An economic unit may comprise properties that
are neither contiguous nor owned by the same owner. However, they
must be managed and operated on a unitary basis and each parcel must
make a positive economic contribution to the operation of the unit.18°

When identifying an economic unit, the elements to be considered are the physical
characteristics of the property including location, access, size, shape, existing
improvements, and current use. The Appraisal Institute also suggests the economic
unit should reflect marketability characteristics similar to other properties in the market
area. The definition also defines an economic unit to include a combination of parcels
that are managed and operated on a unitary basis making a positive economic
contribution to the operation of the unit.

In this case, the physical characteristics attributable to Green Ridge Square shopping
center campus, excluding South, consists of five contiguous assessment parcels owned
by Petitioner surrounding the Target shadow anchor store parcel.

Green Ridge Square is located west of US-131 and north of 1-94 along heavily traveled
Alpine Avenue serving commercial, industrial, and residential neighborhoods.*®® The
shopping center’s stores and customer parking are accessible off Alpine Avenue on the
west by a set of north and south entrances marked by the five anchor tenants’ brands
represented on the Green Ridge Square signage. Other points of access on all sides of

188 Tr, Vol 2, at 92:1-23
189 1d, at 60.
190 R-1 at 22 and P-1 at 29.
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the shopping center site include the south entrance off from Center Street, the east off
from Weatherford, and two points of access on the north side of the property off from
North Center/Old Orchard.*®* Based on the actual physical points of ingress/egress to
the shopping center stores, customer parking, and shipping/receiving docks as shown
on the survey,¥? and the evidence, the shopping center campus appears to have been
planned, designed, built, and functions as a signal economic unit subject to a
commercial PUD even though the center is made up of multiple assessment parcels
with two separate property owners.'® The Tribunal notes that even though the City of
Walker approved the commercial PUD zoning and development, neither party provided
documentary evidence nor testimony relative to the customary PUD agreement and
final design as noted on the survey documents that may govern certain use,
development, and operational restrictions.*®* The survey also notes multiple easements
placed on the parcels including a requirement for a utility easement for land set aside in
the northeast corner of parcel -018 for a stormwater detention/retention pond serving
the site.!%

The North is made up of three parcels with a total of 18.23 acres, and a land to building
ratio of 3.73:1. Total number of regular parking spaces is 1,077 including 51 handicap
spaces.'® Specific to parcels -008 and -009, the site is 7.28 acres with a land to
building ratio of 3.35:1 with total regular parking spaces of 457 and 17 handicap spaces.
The survey for parcel -018 indicates this parcel is 10.94 acres with a land to building
ratio of 4.0:1 with 450 regular parking spaces and 34 handicap spaces. The Tribunal
notes that the survey shows if the parking spaces located on parcel -009 were sold to a
buyer along with parcel -008, that would create a long narrow strip of parking on parcel -
018 severely reducing the number of parking spaces owned by Petitioner located
directly in front of store units GSI-5 through GSI-11 which contains the Burlington
anchor store. Currently, located on parcel -018 directly in front of these units there are
a total of 21 parking spaces including seven regular and 14 handicap. These 21 spaces
are configured on a long narrow strip two to three spaces deep. The remaining 463
parking spaces are located in front of GSI-12 through GSI-21. GSI-5 through GSI-11
makes up 40% of NRA on parcel -018, and GSI-12 through GSI-21 makes up about
60% of NRA.

The appraisers generally agree that its common shopping center’s parking lots are
shared spaces to be used by tenants’ customers and tenants themselves. There also
was general agreement without objection that “retail people park in retail lots and there’s
not a concern about who parks where.”®” Respondent’s representative inquired if there
was no parking or detention/retention pond easements would there have to be

¥1R-21.

192 p-4 at 1-4.

193 Tr, Vol. 3 at 119:10 through 120::23.

194 P-4 at 1-4. See survey pg. 1, surveyors zoning information note #8. Also see surveyors zoning
information note on pg. 2 advising that bulk parking or land coverage requirements are not listed for the
subject property.

195 Tr, Vol 1, 36:14-15, and 120:24 through 122:13.

196 p-4,

197 Tr. Vol 3, at 117:7 through 119:9.
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easement agreements prepared in order to split and sell the parcels to separate
owners, Respondent’s appraiser confirmed agreements would have to be put in place
between the owners basically agreeing to sharing their parking spaces. The Tribunal
notes that neither party provided any documentary evidence nor testimony that there
are existing parking lot easements or parking lot management operating agreements
between Petitioner and Target nor did the parties provide a sample copy of existing
lease agreements between Petitioner and its tenants addressing the landlord’s
obligation to provide customer parking, property and liability insurance, snow removal,
maintenance, lighting, and landscaping. The appraisers address that these related
operating expenses are a part of the CAM expenses billed back to the tenants, but no
evidence has been provided establishing these parking lot operational responsibilities
provided to its tenants are assignable, if separately sold.'%® As mentioned earlier, the
parties also did not provide the commercial PUD agreement that may address shopping
center baulk or fractional parking lot zoning requirements. Therefore, the Tribunal has
no evidence supporting whether the parking lot parcels currently used on a unitary
basis, serving the entire shopping center, could be sold separately to different owners if
the improved retail parcels are split into two separate economic units. According to the
definition of H&BU, demonstrating legal permissibility is a key component of H&BU.

Respondent’s appraiser also provided testimony that if parcels -008 and -009 were split
and sold separately from parcel -018, parcel -009 would have to be sold with parcel -
008 because lenders would not finance the transaction without the parking lot parcel
because without parking the value of the building would be devalued. To that end,
Respondent’s appraiser provided no supporting analysis that parcel -018’s building
value would not be devalued if parcel -009’s parking was sold to an unrelated third party
without the proper easements and agreements in place. Furthermore, while
Respondent’s appraiser appropriately considered lending approval policies of lenders
he has done business within the past, he has failed to reconcile private lending
practices with the definition of TCV and valuing multiple contiguous parcels to achieve
economies of scale under the General Property Tax Act. The Tribunal finds
Respondent has failed to provide persuasive evidence parcel -009 can be split and sold
separately from the shopping center as a whole or in part without damaging or
devaluing parcel -018 or the shopping center as a whole.

Under appeal are three of Petitioner’s six parcels making up Green Ridge Square.%°
Petitioner’s property manager testified all six assessment parcels making up the
shopping center were listed and marketed for sale by a real estate broker.?®® Petitioner
provided documentary evidence and testimony the shopping center was offered for sale
by a broker, and Petitioner purchased the entire shopping center campus, subject to
multiple existing lease agreements, as a single economic unit on December 21, 2021, in
the amount of $23,250,000. The documentary evidence also demonstrates Petitioner
secured mortgage financing from Flagstar Bank in the principal amount of $17,437,500

198 Tr, Vol 3, at 35:9 through 36:10.
199 Tr. Vol 1, at 15-23.
200 Tr, Vol 1, at 24:20 through 25:9.
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for the property.?°> No documentary evidence, testimony, nor analysis was provided
addressing the terms and conditions of the mortgage agreement and whether the
conditions or limitations in which the mortgagee will permit a split and sale of a portion
of the property held as collateral.?%?

According to the parties, the appraisals report the two buildings located on North and
the Target building were constructed at or about the same time between 1988 and
1989. The parties did not provide “as built” building drawings describing building
construction quality indicating whether the two buildings construction were similar.
However, the parties did provide several exterior, interior, and aerial photographs
showing what building construction appears to be alike and similar complementing the
overall appearance of shopping center as a single economic unit.

Another element of consideration when determining economic unit is marketability2°3
characteristics similar to other properties in the market area. As previously noted, the
subject was marketed for sale and acquired by Petitioner as a single economic unit.
The subject property’s GBA is 213,005 sq. ft. with 20 rental units ranging from 1,198 to
44,854 sq. ft.2%4 Green Ridge Square has portions of its storefronts facing Alpine
Avenue and parcel -008’s storefronts facing south overlooking a parking. Respondent’s
appraiser identified two shopping center properties in close proximity, neighboring the
North, participating in the same micro Comstock/Alpine Avenue retail submarket.?%°
One shopping center rental property was located directly behind Green Ridge Square
known as Green Orchard Shopping Center2°® with no Alpine Avenue exposure, and a
second shopping center known as Alpine Summit located across Alpine Avenue from
the subject property with Alpine Avenue exposure and used as a comparable sale by
both appraisers.?®” All three shopping center properties had reported vacancies.

Specific to Green Orchard Shopping Center, the parties do not dispute this shopping
center campus is made up of two detached retail buildings built on two parcels and is
over 372,000 sq. ft., falling within the Appraisal Institute’s definition of a power center.
According to the Green Orchard Shopping Center’s broker’'s marketing brochure,
admitted into evidence, there are nine rental units ranging from 5,033 to 104,508 sq. ft.
with three vacancies totaling about 65,679 sq. ft. or a vacancy of about 17%.2%8

201 p-1 at 180-181.

202 The Tribunal takes notice that R-1 comparable Sale #4 is made up of seven assessment parcels
containing a total of 167,661 sq. ft. multitenant inline multi-building improvements sold together as a
single economic unit in the amount of $21,000,000 closing on February 7, 2022. The accompanying
comparable sales data sheet did not report the number of leasable units.

203 “Marketability” is “[t]he relative desirability of a property (for sale or lease) in comparison with similar or
competing properties in the area. “Marketability Analysis” is “[t]he study of how a specific property is
expected to perform in a specific market. A marketability analysis expands on a market analysis by
addressing a specific property. See also market analysis.” “Market Analysis” is “[tlhe study of the supply
and demand in a specific area for a specific type of property.” The Dictionary of Real Estate Appraisal at
115.

204 p-1 at 8 and 186.

205 R-5

206 R-7

207 R-1 at 35 and 93, also see R-2 at 36 and 74.

208 R-7.
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According to Petitioner's comparable sheet and broker’s listing brochure, Alpine Summit
is about 144,942 sq. ft. with suites ranging in size from 5,000 to 30,000 sq. ft.2%° Actual
number of rental units was unconclusive at the hearing but may range from five to 14
and vacancy was about 149%.210

The subject property and Alpine Summit have Alpine Avenue frontage with Green
Orchard Shopping center having no frontage with only a sign/billboard on the Target
parcel at the northeast corner of Alpine Avenue and Center.?!* The Tribunal notes that
all appraisal reports contained both micro and macro “market analysis” with mixed
conclusions. Petitioner’s appraiser concludes “ [iinterest in retail has declined due to
various factors.”'?2 Respondent’s appraiser concludes that the Walker Avenue corridor
north of 1-96 has seen growth due to the construction of a FedEx building which should
drive increased demand for future development eventually expanding in the City of
Walker.?? In addition to the market analysis, when determining an economic unit a
“marketability analysis” supporting their contentions of whether the subject property is a
single or two economic units. The marketability analysis analyzes the relative
desirability of a property in comparison with similar or competing properties in the area.
It is the study of how a specific property is expected to perform in a specific market.?14
Moreover, a marketability analysis prepared to determine an economic unit expands on
a market analysis by addressing a specific property. In this case, the Tribunal notes
that neither party provided creditable and persuasive evidence and testimony
addressing how North with obstructed Alpine Avenue visibility is expected to perform in
the Walker/Alpine Avenue commercial retail market if sold as two separate economic
units other than differing opinions as to market vacancy and capitalization rate in greater
Grand Rapids market. The appraisers did generally agree that the exposure?*® and
marketing?1® times for the subject property might be between 1227 to 18 months.?'8
The appraisers also generally agreed that the risk of leasing smaller vacant rental
spaces was lower than larger vacant spaces because there were far fewer large space
users than smaller space users in the marketplace.

Absent a specific marketability analysis supporting the parties’ determination of number
of economic units, the Tribunal will summarize key facts presented by each appraiser.

209 p_27.

210 p-28,

211 Tr. Vol 2, at 159:7-22 and see also aerial photo P-1 at 178.

212 p-1 at 35-37.

213 R-2 at 21-24.

214 Appraisal of Real Estate at 274.

215 “Exposure Time” is “1. The time a property remains on the market. 2. An opinion, based on supporting
market data, of the length of time that the property interest being appraised would have been offered on
the market prior to the hypothetical consummation of a sale at market value on the effective date of the
appraisal. (USPAP, 2020-2021 ed.)” The Dictionary of Real Estate Appraisal at 67-68.

216 “Marketing Time” is “[a]n opinion of the amount of time to sell a property interest at the

concluded market value or at a benchmark price during the period immediately after the effective date of
an appraisal. Marketing time differs from exposure time, which precedes the effective date of an
appraisal . ...” Id. at 118.

217 R-1 at 30.

218 p-1 at 45.
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Their respective reports and testimony identify two retail shopping centers that
presumably compete for potential tenants filling vacant space at market rent in the
Walker/Alpine Avenue submarket. The closest thing to measuring the subject’s
desirability relative to the two neighboring shopping centers is the appraisers’ testimony
relative to the importance for store fronts with Alpine Avenue exposure. For example,
Respondent’s appraiser testified Burlington moved from its 40,000 sq. ft. Green Orchard
Shopping Center space into a nearly 29,000 sq. ft. space in GSI-10 with Alpine Avenue
exposure.?'® According to the Green Orchard Shopping Center marketing brochure, the
former 40,000 sq. ft. Burlington space is still available at the time of the hearing among
other large spaces without Alpine Avenue exposure.??® There was no evidence or
testimony addressing Green Orchard Shopping Center’s operating cashflow situation
nor evidence Respondent’s assessor was valuing that two-building power center as one
or two economic units. The appraisers generally did not dispute the parcel -008 rental
units facing south suffered from some amount of functional obsolescence and that the
shopping center would more likely be reoriented differently if built today maximizing
Alpine Avenue exposure.

Petitioner’s property manager and appraiser testified that the larger BB&B space facing
the parking lot became vacant as of late February 2023 and remained vacant as of the
hearing date causing higher overall market vacancy rate at North. Based on parcel -
008’s vacancy and lack of exposure suggests parcel -008’s dependence on parcel -018
and the overall shopping center’s sustainable cashflow to operate profitably indicating
Green Ridge Square should be treated as a single unitary economic unit. Treating
Green Ridge Square as two separate economic units owned by two separate owners
may weaken the rental income cashflow devaluing parcel -008’s property value if not
treated as a single economic unit with parcel -018. Since the parties did not provide a
marketability analysis essential to the H&BU analysis, the Tribunal is unable to find
based on a reliable marketability analysis if the subject is made up of one or two
economic units. Absent a marketability analysis, the Tribunal must alternatively rely on
evidence attributable to Petitioner’s recent acquisition of the subject property’s existing
rent roll lease structure and cashflow. Petitioner provided evidence it acquired Green
Ridge Square as a viable single economic unit in the open marketplace from a willing
seller based on the existing consolidated rent roll of tenants leasing parcel -008, parcel -
018, and South. Based on the actual purchase price paid, the 2020 contract rent
structure, and Respondent’s appraiser calculated capitalization rate of 7.5%, there was
evidence that Petitioner paid no more nor less than the market value and the sale was
at arm’s-length. The record also does not reflect the seller listed Green Ridge Square
as two separate economic units with the intent to maximize its sales proceeds and its
capital gains.

In addition to a marketability analysis for a specific property, the Appraisal Institute’s
criteria for an economic unit may include a combination of parcels that are managed
and operate on a unitary basis making a positive economic contribution to the operation
of the unit. As noted above, Petitioner acquired on December 21, 2021, all six

219 Tr. Vol 3, at 139:13 through 140:10.
220 R-7.
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assessment parcels including all existing lease agreements were assigned to Petitioner
as a single economic unit. Petitioner’s property manager, Mr. Davis, further testified his
employer and owner of the property is McCall, and McCall is also the property
management company collectively managing North, South, East, and West parcels.
Petitioner’s appraiser testified that for appraisal purposes he reconstructed an income
and expense statement from the 2022 financial statements and confidential 2022 and
2023 rent rolls obtained from Petitioner. The income and expense statements and rent
rolls creditably and persuasively establishes all parcels making up Green Ridge
business entity operate on a unitary basis as a single economic unit.

Serving as an example of how Green Ridge Square operates as a single economic unit,
Mr. Dauvis testified that the rental units making up North are subject to existing lease
agreements in place at the time of the real estate transaction including a “co-tenancy”
provision. After the 2021 real estate transaction closing, BB&B located on parcel -008
vacated the property causing at least one tenant on parcel -018 to exercise its right
under the co-tenancy provision to withhold monthly rent payments. He also testified
that the remaining tenants in Green Ridge Square began to become concerned about
declining customer traffic and expressed interest invoking the co-tenancy provision in
the lease contract permitting tenants to withhold their monthly rent payment. He further
stated that one tenant “stopped paying rent for a while.”??!  Petitioner’s appraiser
concluded that “subject property north is integrated to each other, they're all owned by
the same owner, managed by the one entity and it all serves as one H&BU."??2

Based on the foregoing, the Tribunal finds there is persuasive evidence and testimony
that Green Ridge Square and more specifically North, operates on a unitary basis
making a positive economic contribution to the operation of the property as a single
economic unit.

In valuation theory, the comparables’ H&BUs are expected to mirror a subject property.
However, in valuation practice, the subject and comparable sales may have different
uses and varying sizes. Realistically, the use of a comparable may change subsequent
to the sale of that property. A comparative analysis looks at the use and other variables
of each comparable sale in a line-item fashion (for example, zoning) which allows for
various acceptable uses. The purpose of a comparative analysis is to thresh out the
sale property as a comparable sale. A comparable sale may have a different use but
have the same zoning as the subject property. Consequently, the H&BU for the subject
property is different than the “use” for a comparable property at the time of sale.
Comparing and contrasting sales to the subject property is the expectation in a
comparative analysis. Again, a benchmark for a variety of legal, physical, and financial
uses may be achieved within certain zoning ordinances such as CPUD. Said
differently, an appraiser’s due diligence research in the “normal course of business”
may not necessarily encompass a separate H&BU analysis for each comparable sale.
The rigid perception that the subject and comparable sale must have the same H&BU is
not practical or reasonable. In general, the Tribunal does not accept the premise that

221 Tr. Vol 1, at 21.
222 Tr, Vol 2, at 50:23 through 51:2.
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sales only become comparable sales when they have the same exact H&BU as the
subject property.

Valuation

The three most common approaches to valuation are the capitalization of income
approach, the sales comparison, or market, approach, and the cost-less-depreciation
approach.??® “The market approach is the only valuation method that directly reflects
the balance of supply and demand for property in marketplace trading.”??* The Tribunal
is under a duty to apply its own expertise to the facts of the case to determine the
appropriate method of arriving at the TCV of the property, utilizing an approach that
provides the most accurate valuation under the circumstances.??®> Regardless of the
valuation approach employed, the final valuation determined must represent the usual
price for which the subject would sell.??6

Cost Approach

The cost approach “is particularly useful in valuing new or nearly new improvements
and properties that are not frequently exchanged in the market.”22? Further, it is more
useful when “a lack of market activity limits the usefulness of the sales comparison
approach” and it is “especially persuasive when land value is well supported and the
improvements are new or suffer only minor depreciation . . . .”22 As previously noted,
neither party developed nor relied on the cost approach to value. Therefore, there is no
basis for the Tribunal to have considered this approach to value the North.

Sales Comparison Approach

“The sales comparison approach is most useful when a number of similar properties
have recently been sold or are currently for sale in the subject property’s market.”229

When selecting comparable sales of investment properties, the relevant
market is often not geographically limited to the local retail trade area. Itis
the entire region or nation throughout which investors are likely to operate.
Similarly, operating expense ratios should be drawn from industry sources
that report norms for a range of properties, not just particularly successful
or unsuccessful projects.?3°

223 Meadowlanes, supra at 484-485; Pantlind Hotel Co v State Tax Comm, 3 Mich App 170, 176; 141
NW2d 699 (1966), aff'd 380 Mich 390 (1968).

224 Jones & Laughlin Steel Corp, supra at 353 (citing Antisdale v City of Galesburg, 420 Mich 265; 362
NW2d 632 (1984) at 276 n 1).

225 Antisdale, supra at 277.

226 See Meadowlanes at 485.

227 The Appraisal of Real Estate at 36.

228 The Appraisal of Real Estate at 530.

229 The Appraisal of Real Estate at 36.

230 Appraisal Institute, Shopping Center Appraisal and Analysis, Second Edition, at 179.
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As noted above, each party’s appraiser developed a sales comparison approach to

value. The appraisers used this approach as a check on reasonableness to their
income approach to value. The strengths and weaknesses from each appraiser’'s
comparative analysis are discussed below.

Petitioner's and Respondent’s appraiser’s sales summary and comparison adjustment
grids are a conventional comparison adjustment grid?3! for their respective comparative

analyses.?®? Petitioner's appraiser analyzed five sales for comparison to the North,

three transacted in the west Michigan retail shopping center market, one from southeast
Michigan, and one from the greater Chicago market. Table 2 below contains a
summary of identified comparable sales and their property characteristics used in

Petitioner’s sales approach valued as a single economic unit. Respondent’s sales

summary and characteristics reported in R-1 (parcels -008 and -009) and R-2 (parcel -

018) used to value the subject property as two separate economic units are listed in

Tables 3 and 4, respectively. Petitioner’s appraiser’'s Sales #1, #2, and #3 were also
selected by Respondent’s appraiser used in appraisal reports R-1 and R-2.233

Table #2, North parcels -008, -009, -018234

Description Subject Sale #1 Sale #2 Sale #3 Sale#4 Sale #5
3150-3410 | 12635 Felch | 4495-4597 3165 Alpine 1610-1780 281774
Address . 28802
Alpine Ave St Canal Ave Ave Orchard Gratiot
Sale Date 12/21/2021 02/22/2022 | 11/23/2021 08/02/2021 05/24/2021 | 04/08/2020
Sale Price | $23,250,000 | $21,000,000 | $21,100,000 | $17,690,000 | $7,025,000 | $9,500,000
fsta'e $/sq. $109.15 $126.43 | $100.96 $129.70 $58.02 $61.34
Ownership Fee Simple Leased Fee | Leased Fee Leased Fee Leased Leased
| Estate Fee Fee
Location Walker, Ml Holland, Ml Grar'lﬂdlvllle, Walker, Ml N AllIJ_roa, ROS&Y'HE’
Loc_atlon Average Similar Similar Similar Similar Similar
Rating
%ngA'Sq' .1 213,005 166,100 | 209,000 136,388 121,074 | 154,883
Year Built 1988/1989 1998 2001/2010 | 1965/2002/2006 2006 1963/2004
Condition Average Superior Superior Similar Superior Similar
Quality Class C, Similar Similar Similar Similar |  Similar
Average

231 |d. at 178, Shopping Center Appraisal, Sales Summary and Adjustment Grid of Neighborhood
Shopping Centers.
282 p-1 at 67, R-1 at 35, R-2 at 36.
233 p-1 comparable sale #1 is used in R-1 sale #3 and R-2 sale #4. P-1 sale #2 is same as R-1 sale #4
and R-2 sale #3. P-1 sale #3 is same as R-1 sale #5 and R-2 sale #4.
234 p-1 at 67.
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Description Subject Sale #1 Sale #2 Sale #3 Sale#4 Sale #5

Site Size 18.23 13.51 30.58 13.34 14.38 6.41

(Acres)

(Ss'(t]e f?l)ze 794,099 588,596 1,332,065 581,090 626,393 279,220

Land to

Building 3.73 3.54 6.37 4.26 5.17 1.80

Ratio

Occupancy | 89.98%/78.2% 100.0% 100.0% 100.0% 76.0% 58.0%

Table #3, North parcels -008, -009%3

Description Subject Sale #1 Sale #2 Sale #3 Sale #4 Sale #5

Address | 34003410 | 490128"St| 5201S | 12635 Felch ‘g‘aﬁzl“ igg 3165 Alpine
Alpine Ave SE Harvey St St SW Ave NW

Sale Date 12/21/2021 08/2021 12/2021 02/2022 11/2021 08/2021

Sale Price N/A $10,000,000 | $32,541,000 | $21,000,000 | $21,100,000 | $17,690,000

fsta'e $/s. N/A $134.68 $92.95 $125.25 $99.93 $129.63

/Oévs rtlztrghlp Fee Simple | Leased Fee | Leased Fee | Leased Fee | Leased Fee | Leased Fee

Terms Conventional N/A Conventional Other Conventional | Conventional

. Cascade Norton Holland Granadville,

Location Walker, Mi Twp, MI Shores, M Twp, M M Walker, Mi

Loc_atlon N/A Similar Inferior Similar Similar Similar

Rating

?('BdgASq' L] 94585 74,250 350,077 167,661 211,138 136,468

Year Built 1989 1995/1998 1995 1996/2021 2001/2010 1965/2002

Condition Average Average Average Average Average Average

Quality Average Average+ Average Average+ | Average, inf. Average+

Site Size 7.29 6.53 40.92 15.84 32.48 13.70

(Acres)

(Sslge f?l)ze 317,552 284,447 1,782,475 689,990 1,414,828 596,772

Land to

Building 3.35 3.83 5.09 4.11 6.70 4.37

Ratio?36

235 R-1 at 35.

236 | and to building ratio was not calculated by Respondent’s appraiser on improved sales data sheet,
land to building ratio calculated by Tribunal based land acres and building size as listed on the sales data
sheet. R-1 at 69-95.
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Description Subject Sale #1 Sale #2 Sale #3 Sale #4 Sale #5
Qua_1lltat|ve N/A Superior Inferior Superior Inferior Superior
Rating
Table #4, North’s parcel -018237
Description Subject Sale #1 Sale #2 Sale #3 Sale #4
. . 3845 4495-4597
Address 3370 Alpine 3165 Alpine Rivertown Canal Ave 12635 Felch
Ave Ave NW St
Pkwy SW
Sale Date 12/21/2021 08/2021 08/2022 11/2021 02/2022
Sale Price N/A $17,690,000 $9,000,000 | $21,100,000 | $21,000,000
fStaIe $/s9. N/A $129.63 $148.70 $100.96 $125.25
Ownership Fee Simple Leased Fee Leased Fee Leased Leased
| Estate
Terms Conventional | Conventional | Conventional | Conventional Other
. Grandville, Grandville, Holland
Location Walker, Mi Walker, Ml Ml M Twp, MI
Location N/A Similar Similar Similar Similar
Rating
?('BdgAsq' ft.] 120901 136,468 60,523 209,000 167,661
Year Built 1988 1965/2002/2006 2000 2001 1996/2001
Condition Average Average Average Average Average
Quality Average Average Average, inf. | Average, inf. | Average+
Site Size 10.94 13.70 4.72 32.48 15.84
(Acres)
(Sslge f?l)ze 476,546 596,772 205,603 1,414,828 689,990
Land to
Building 3.91 4.37 3.40 6.77 411
Ratio?*®
Qualitative . .
: N/A Equal Equal Inferior Inferior
Rating

Petitioner’s appraiser adjusted the comparable sales for differences in property rights
appraised, financing terms, condition of sale, expenditures after sale, and market

237 R-2 at 36.

238 | and to building ratio was not calculated by Respondent’s appraiser on improved sales data sheet,
land to building ratio calculated by Tribunal based land acres and building size as listed on the sales data
sheet. R-2 at 74-94.
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conditions. Other adjustments were made by Petitioner’s appraiser which included
location, building size, condition, quality of construction, land to building ratio, and other
factors. Starting with property rights, Mr. Tomlinson explained all sales were leased fee
transactions, and the SOW was value the fee simple estate. He further explained there
was not sufficient information available to perform an adjustment which is among the
reasons he assigned secondary weight to the sales comparison approach in the
reconciliation.??® Respondent’s appraiser determined all sales used in R-1 and R-2
were sold on a leased fee basis, so no adjustments were made.

Petitioner’s appraiser made no adjustments to the sales for financing terms because he
felt the terms for all sales were market-oriented not requiring adjustment for premiums
or discounts to cash or cash-equivalency. Accordingly, no adjustment was made.
Respondent’s appraiser determined financing terms for all sales in R-1 and R-2 were
similar, so no adjustments were made.

Condition of sale refers to whether the sale was sold as an arm's length transaction, if
not, an adjustment must be made. Petitioner’s appraiser was of the opinion that all
sales were transacted at arm's length, so no adjustments were necessary.
Respondent’s appraiser also concluded that that the sales in R-1 and R-2 were at arm’s
length, so no adjustments were required.

On occasion, the buyer may find it necessary to make expenditures immediately after
closing the transaction and takes these expenditures into consideration when
negotiating the purchase of the property. For example, the expenditures might be for
reasons such as safety, abnormal wear and tear, or code violations. The Petitioner’s
appraiser made no adjustments for expenditures because none of the sales required
expenditures immediately after closing the sale. Respondent’s appraiser did not
address in his report whether any of his sales in R-1 and R-2 required expenditures
immediately after closing, so consequently no adjustments were contemplated.

Market conditions adjustments are necessary to reflect the changes in market
conditions after closing the comparable sale transaction. In appreciating market
conditions, a positive adjustment is made reflecting improving market conditions. In
softening or downward market conditions, a negative adjustment is applied. It was Mr.
Tomlinson’s’ opinion that since COVID-19, beginning in early 2020, there has been a
general fluctuation in the market. 24° To reflect that change from the third quarter of
2021 through tax day 2023, it is the Petitioner’s appraiser’s opinion a 2.0% adjustment
per year from date of sale to the valuation date. The basis of the market condition
adjustment was a combination of pre- and post-COVID-19 change in unemployment
rate, capitalization rate for power centers, and observation of the marketplace based on
his experience in retail and other properties.?** Sales #1 and #2 were adjusted 2% for
their respective closing dates nine months and 13 months preceding December 31,
2021, equating to 0.22%/month for Sale #1 and 0.15%/month for Sale #2. Sales #3 and

239 p-1 at 65.
240 Tr, Vol 1, 53:2 through 60-22 and 123:22 through 124:7. See also P-11 and P-12.
241 Tr. Vol 1, 55:3-7.
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#4 were adjusted 3.0% or 0.19%/month for 16 months preceding tax day 2023 and
0.16%/month for 19 months, respectively. Sale #5 was adjusted 5.0% or 0.16%/month
for this sale closing 32 months prior to tax day.?4?

Respondent’s appraiser approached market conditions adjustments slightly different.
He relied on variability of change in Walker home sales reflecting about 9.5% year-over-
year increase between 2019 and 2023, benchmarked against general commercial
property sales increases of about 8% year-over-year between 2019 and 2022.243 Mr.
Van Stensel reconciled the market conditions adjustment of 6.0%/year noting no
negative adjustment for the small downturn in 2022 due to variability in the data. He
further determined there was no data available supporting an overall decrease in the
overall market value. To that end, the lower adjustment at 6.0% was utilized in R-1 and
R-2 as the North had stabilized rents over the past few years with continued year-over-
year increases due to indexed contract rent rate increases.?** R-1 Sales #1 and #5
were adjusted 8% for their respective closing dates 16 months preceding December 31,
2021, equating to 0.50%/month. Sales #2 and #4 were adjusted 6% for their respective
closing dates 12 months and 13 months preceding December 31, 2021, equating to
0.50%/month and 0.46%/month, respectively. Sale #3 was adjusted 5.0% or
0.50%/month for this sale closing 10 months prior to tax day.?*®* R-2 Sale #2 was
adjusted 2.0% or 0.40%/month for this sale closing five months prior to tax day. R-2
Sales #1, #3 and #4 were also used in R-1's sales adjustment grid and received the
same market conditions adjustments in both.?46

Mr. Tomlinson expressed that he felt all improved sales had a similar location, so no
adjustments were made. Similarly, Mr. Van Stensel considered all R-1 sales had similar
location characteristics except Sale #2, which was given a 20% adjustment.?4’
Respondent’s appraiser determined all R-2 comparable sales possessed a similar
location, so no adjustments were made.

The North’s average traffic count and median household income were 38,045 vehicles
and $63,878, respectively.?*® R-1 Sale #2’s average daily traffic count was 13,933
vehicles; however, Norton Shores median income was slightly higher at $65,727 leading
the appraiser to make a +20% adjustment.?*® Respondent’s appraiser testified that the
reason for the +20% adjustment in R-1 was because Sale #2 had an inferior location
due to there being “much less traffic. . . . it's less interesting to the buyer than the one
that had higher traffic counts.”?®° He further explained to Petitioner’s representative that
traffic count is one factor, and the other is household income. Income may not just be in
the Norton Shores community, but the adjustment also includes people travelling from

242 p.1 at 66-67.

243 R-1 at 38 and R-2 at 37.

244 R-1 at 32-34 and R-2 at 33-35.
245 R-1 at 35.

246 R-2 at 36.

247 R-1 at 35.

248 R-1 at 38 and R-2 at 39.

249 R-1 at 38.

250 Tr, Vol 2, at 127:2-14.
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neighboring communities. Petitioner’s representative asked Mr. Van Stensel how he
made his location adjustment and if traffic was just one factor. He further explained that
this information is not contained in his report and went on to say the household incomes
between Norton Shores and Walker were similar, but Norton Shores connects to
Muskegon and that there is a lot of poor neighborhoods coming off US-31, and it takes
into consideration the incomes of people in the community. He also clarified that Norton
Shores is one of the best parts of Muskegon and that Muskegon County is pretty poor
compared to Kent County. Mr. Van Stensel also testified there is a Target located on
the north end of the shopping center, a Menards at the south end, and a Meijer store
across the street and that it is a good retail exit off from US-31, and Sale #2 has US-31
visibility frontage.?>* The Tribunal is not persuaded based on the evidence and
testimony that Sale #2's location based on traffic count and household income is inferior
to the subject property and the other comparable sales supporting a +20% adjustment.

Petitioner’s appraiser states properties that have a smaller building size generally sell
for less than larger properties. As a single economic unit, North’s two retail building size
have a GBA of 213,005 sq. ft. Sale #1 is 166,100 sq. ft. being 46,905 sq. ft. or 22%
smaller. Sale #2 is 209,000 sq. ft. being 4,005 sq. ft. or about 2% smaller. Sale #3 is
136,388 sq. ft. being 76,617 sq. ft. or 36% smaller. Sale #4 is 121,074 sq. ft. being
91,931 sq. ft. or 43% smaller, and Sale #5 is 154,883 sq. ft. being 58,122 sq. ft. or 27%
smaller than the North. In his report, he states that Sale #4 is smaller than the North so
he applied a -5% adjustment. He also remarked that the remaining improved sales are
similar in size, so no adjustments were necessary.?%2

Respondent’s appraiser appraised parcels -008, -009, and -018 as two separate
economic units. The building size of R-1 (parcel -008) contains 94,555 sq. ft., and five
sales were identified ranging in size from 74,250 sq. ft. to 350,077 sq. ft. For R-2
(parcel -018), which is 120,991 sq. ft., Mr. Van Stensel identified four comparable sales.
R-1 Sale #1 is 74,250 sq. ft. being 20,305 sq. ft. or 21% smaller than the subject
property. Sale #2 is 350,077 sq. ft. being 255,522 sq. ft. or 270% larger. Sale #3 is
167,661 sq. ft. being 73,106 sq. ft. or 77% larger. Sale #4 is 211,138 sq. ft. being
116,583 sq. ft. or 123% larger, and Sale #5 is 136,468 sq. ft. being 41,913 sq. ft. or 44%
larger than North. Mr. Van Stensel states that the sales have similar suite sizes and
that “all sales are similar in size with no adjustment required.”>>3

The building size of R-2 (parcel -018) is 120,991 sq. ft., and the appraiser identified four
sales ranging from 60,523 to 209,000 sq. ft. Sale #1 is 136,468 sq. ft. being 15,477 sq.
ft. or 13% larger than the subject property. Sale #2 is 60,523 sq. ft. being 60,468 sq. ft.
or 50% smaller. Sale #3 is 209,000 sq. ft. being 88,009 sq. ft. or 72% larger, and Sale
#4 is 167,661 sq. ft. being 46,670 sq. ft. or 39% larger than the North. Respondent’s
appraiser concluded that Sales #1 and #2 building sizes bracket the size of the subject,
so they do not require a size adjustment because they “have a similar mix of large and
small suites.” Sales #3 and #4, however, “are similar in size but require a positive

251 Tr. Vol 3, at 62:13 through 67:25.
22 p-1 at 67.
253 R-2 at 36.
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adjustment due to their mix of large tenant suites. . . . larger suites lease for less than
smaller suites under 10,000 sq. ft.”?%* Sales #3 and #4 were adjusted upward +25%
which equates to $26.75 and $32.88/sq. ft., respectively.?®®

Mr. Van Stensel provided testimony in support of bracketing a mix of large and small
suite sizes with traditional building size adjustment in a multi-tenant retail development:

So when you're typically looking at a property, a lot of times when
something's bigger, it sells for less per square foot, but when you're
dealing with multitenant retail and you've got a lot of suite sizes that are a
similar mix, you wind up having no adjustment for size because they're
buying income stream and they're paying as much for the income stream
for the 350,000 square foot building as they are for the 74,000 square foot
building, so a buyer is just looking at the income stream per square foot.
It's not changing because the suites are smaller and similar and size so
you don't make an adjustment because the value is not changing because
something's bigger.

If this were a scenario like an industrial building where | had a 74,000
square foot single tenant user versus a 350, there would be a size
adjustment there because you're going to pay less per square foot. That's
a little different. So in this case, because the suite sizes are similar, you
don't make an adjustment.?56

Upon extensive review of each comparable sale’s property data sheet contained in R-1
and R-2 including Respondent’s appraiser’s testimony, there is no record of what
constitutes a large and small suite.?®” The number of large and small suites in each
comparable and the size of suites in each comparable, in which the appraiser relies
upon supporting, no adjustment was required. Specific to R-1, the appraiser concludes
no building size adjustment is required because the comparables have a similar mix of
large and small suites without any comparison or supporting documentation.?>8
Furthermore, and specific to R-2, there is no record of supporting documentation and
explanation of why no adjustment should be made to Sales #1 and #2 other than these
comparables bracket the North’s building size despite being 13% larger and 50%
smaller and they have similar (unknown) size suites. Respondent’s appraiser states
Sales #3 and #4 are similar in size to the North even though Sale # 3 is 72% larger and
Sale #4 is 39% larger than the subject property but require a +25% adjustment due to
their mix of unknown large and small tenant suites.?>® Based on the foregoing, the
Tribunal finds Respondent’s size adjustments to be unsupported and unpersuasive.

254 R-2 at 40-41.

255 Sale #3 adjusted sales price is $107.01/sq. ft. x 25% = $26.75/sq. ft. Sale #4 adjusted sales price is
$131.52 x 25% = $32.88/sq. ft.

256 Tr. Vol 2, at 130:4 through 131:3. See also Tr. Vol 2 at 211:7 through 212:18.

257 The Tribunal takes note that the last sentence in the Size section found in R-2 at pg. 41 states, “These
larger suites lease for less than smaller suites under 10,000 sq. ft.”

258 R-1 at 39.

259 R-2 at 40-41.
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Age/Condition of the comparable sales building improvements relative to the subject
property adjusts the sales age/condition to the subject property. North was built
between 1988 and 1989, and the appraisers generally do not dispute it is in average
condition. Petitioner’'s appraiser determined Sales #1, #2, and #4 to be in good
condition so -5% adjustment was applied. Sale #3 was considered to be in fair
condition so a +5% adjustment was made. Sale #5 was estimated to be in average
condition similar to the subject, so no adjustment was necessary.?5°

Respondent’s R-1 appraisal notes Sales #2, #3, and #5 were built between 1965
through 2002 and all are in average condition, so no adjustment was required. Mr. Van
Stensel estimated Sale #1 built between 1995 and 1998 to be in average+ condition, so
a downward -10% adjustment was applied. Sale #4 is newer and was built in 2001 and
2010, is in average condition, so it was given a downward -10% adjustment.?%? R-2
Sales #1 and #4 have a similar age and average condition, so no adjustment was
required. Sales #2 and #3 are newer but have a similar average condition, so a
downward -10% was made.??

According to Marshall Valuation Service cost manual, Petitioner’s appraiser considered
the North’s quality of construction to be average Class C. Petitioner’s appraiser also
considered the comparable sales improvement to be the same, so no adjustments were
made.?53

Respondent’s appraiser also considered quality of construction to be average. R-1
Sales #2 was considered to be average, so no adjustment was required. Sales #1, #3,
and #5 were considered to be slightly superior deserving an average+, so a -10%
adjustment was applied. Sale #4 was considered to be slightly inferior, deserving an
average- and was given a +15% adjustment.?®* R-2 Sale #1 was considered similar
with average quality of construction, so no adjustment was necessary. Sales #2 and
#3's quality was considered inferior due to larger suites and interior finishes deserving a
+10% and +25% adjustment, respectively. Sale #4 was considered slightly superior
due to better interior and exterior finishes deserving an average+ and a -10%
adjustment.?%>

As a single economic unit, the North’s land size 18.23 acres with a land to building ratio
of 3.73:1. Petitioner’s appraiser opined that 3.73:1 is adequate for zoning setback,
sufficient parking, and for vehicles to maneuver. Sales #2 and #4 have a larger land to
building ratio being about 71% and 42%, respectively, greater than the subject adjusted
by a downward -5%. Sales #1 and #3 have a similar ratio, about 4% and 14% greater,
S0 no adjustment was made. Sale #5 has a much lower land to building ratio at -52%,
so a +5% adjustment was applied.?%6

260 p-1 at 68.
261 R-1 at 35.
262 R-2 at 36.
263 p-1 at 68.
264 R-1 at 35.
265 R-2 at 36.
266 p-1 at 67-68.
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Respondent’s appraiser appraised the subject property as two separate economic units,
so the results were different. R-1 (parcel -008 and -009) building size was 94,555 sq. ft.
and total land area of parcels -008 and -009 was 7.29 acres with a land to building ratio
of 3.35:1. R-2 (parcel -018) building size 120,991 sq. ft. and total land area for parcel -
018 is 10.94 acres with a land to building ratio of 3.91:1. The appraiser opined that for
the comparable sales identified in both R-1 and R-2 the land sizes varied and that no
adjustments were necessary as the land to building ratio were similar with similar use
and utility.?8’

Petitioner’s appraiser identified examples of obsolescence contributing to vacancy at
the North?®® to make an adjustment for other factors.?®® Mr. Tomlinson selected Sales
#4 and #5 because they were examples of forms of functional and economic
obsolescence contributing to high vacancy at these properties. Sale #4 is a shopping
center located in North Auroa, IL, a western suburb of Chicago, suffering from high
vacancy attributable to slow “rooftop” growth westward from city. Sale #5 was chosen
as an example of functional obsolescence due to the shopping center being built with a
65,000 sq. ft. second floor or mezzanine that is unleasable. Mr. Tomlinson felt these
two comparable sales possess forms of both external and functional obsolescence to a
degree present in the subject property. The appraiser’s calculated adjustment was a -
50%, however, he reduced the adjustment downward to a -25% because he felt 50%
was a bit excessive. The appraiser paired high vacancy Sales #4 and #5 to Sales #1,
#2, and #3 with no vacancy to derive an adjustment for obsolescence and applied the -
25% adjustment to Sales #1, #2, and #3.2’° Based on insufficient documentary
evidence and unsupported testimony of Petitioner’s appraiser, the Tribunal is not
persuaded the -25% adjustment of Sales #1, #2, and #3 for “other factors” for
dissimilarities with the North has been satisfactorily substantiated.

Petitioner's comparable sales unadjusted sales price/sq. ft. ranged from $58.02 to
$129.70/sq. ft. GBA. After adjusting for market conditioners, the adjusted sales
price/sq. ft. ranged from $59.76 to $133.59/sq. ft. GBA. After adjusting the comparable
sales for dissimilarities, including other factors, to the North, Petitioner’s appraiser’s
adjusted sales price/sq. ft. ranged from $50.80 to $106.88/sq. ft. GBA. Mr. Tomlinson
gave equivalent weight to each comparable sale. He concluded that the value for North
via the sales comparison approach was $75.00/sq. ft. GBA or $16,000,000.271

As previously noted, the Tribunal is not persuaded by Petitioner’'s appraiser’s -25%
other factors adjustment is sufficiently supported so after excluding the appraiser’s -25%
other factors adjustment, the Tribunal has determined the revised final adjusted
price/sq. ft. range to be $50.80 to $140.27/sq. ft. GBA with an average price of
$94.77/sq. ft. and median of $92.68/sq. ft. GBA. The estimated value is $95.00/sg. ft. or
$20,200,000.

267 R-1 at 39 and R-2 at 41.

268 Tr, Vol 1, at 180:4 through 196:6.

269 Tr. Vol. 1, at 120:2-18. Also see Tr. Vol 2, at 42:18 through 46:21.
2710 p-1 at 67-68.

21l |d. at 67.
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Respondent’s R-1 comparable sales unadjusted sales price/sq. ft. ranged from $92.95
to $134.68/sq. ft. GBA. After adjusting for market conditions, the adjusted sales
price/sq. ft. ranged from $98.53 to $145.45/sq. ft. GBA. After adjusting the comparable
sales for dissimilarities to North’s parcels -008 and -009, Respondent’s appraiser’s
adjusted sales price/sq. ft. ranged from $111.23 to $126.00/sq. ft. GBA with an average
of $118.04/sq. ft. Mr. Van Stensel concluded that the value for parcels -008 and -009
via the sales comparison approach was $118.00/sq. ft. GBA or $11,160,000.272

Respondent’s R-2 comparable sales unadjusted sales price/sq. ft. ranged from $100.96
to $148.70/sq. ft. GBA. After adjusting for market conditions, the adjusted sales
price/sq. ft. ranged from $107.01 to $151.68/sq. ft. GBA. After adjusting the comparable
sales for dissimilarities, excluding building size, to North’s parcel -018, Respondent’s
appraiser’s adjusted sales price/sq. ft. ranged from $140.00 to $151.68/sq. ft. GBA with
an average of $148.18/sq. ft. Mr. Van Stensel concluded that the value for parcel -018
via the sales comparison approach was $148.00/sg. ft. GBA or $17,900,000.2"3

The Tribunal further notes, the Tribunal was not persuaded that Respondent’s
appraiser’s -25% building size adjustment of R-2 Sales #3 and #4 was sufficiently
supported, so after excluding the appraiser’'s +25% building size adjustment, the
Tribunal has determined the revised final adjusted price/sq. ft. range to be $118.36 to
$151.68/sq. ft. GBA with an average price of $132.61 and median of $130.19/sq. ft.
GBA. The estimated value is $130.00/sq. ft. or $15,700,000.

The sales comparison, cost, and income approaches are linked by the principle of
substitution 274 In this context, Petitioner's appraiser researched and analyzed the sales
of large shopping centers while Respondent’s appraiser researched and analyzed sales
as if the North was two separate neighborhood strip centers. Petitioner’s appraisal
report differs from Respondent’s appraiser’s reports such that Petitioner’s appraiser
valued North as a single economic unit as opposed to Respondent valuing the property
as two separate economic units partly due to the appraisal assignment SOW.
Consequently, Respondent’s appraiser prepared two separate appraisal reports one
valuing a 94,555 sq. ft. building and the second with a 120,991 sq. ft. building as
opposed to a single economic unit with 213,005 sq. ft. building possibly contributing to
not accounting for economies of scale.?’> The permissibility of such an analysis is
noteworthy even though the economics of a single or two economic units should have
resulted in lower difference in the resulting sales comparison valuation. Nonetheless,
Petitioner's comparable sale write-ups and sales comparison adjustment grid carry
greater weight than Respondent’s comparative analysis. Respondent’s sales
comparison approach is not more persuasive than Petitioner’s sales analysis.

272 R-1 at 35 and 40.

213 R-2 at 36 and 41.

274 The Appraisal of Real Estate at 25.

275 “Economies of Scale” means a “[rleduction in cost of production per unit due to a large number of
items produced.” The Dictionary of Real Estate Appraisal at 60.
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Overall, after the Tribunal’s revisions, Petitioner’s five sales were adjusted downward to
the North. Respondent’s appraiser failed to satisfactorily support his determination of
multiple economic units as well as bracketing of building size, number of large and small
suites supporting any sales adjusting upward to the subject. As reasoned and
reconciled, Petitioner’s Sales #1, #2, and #3 sold in 2021 and 2022 and are located in
west Michigan. After the Tribunal’s revisions, Sale #1 had a net adjustment of -5%,
Sale #2 was -10%, and Sale #3 was adjusted upward +5% and are considered the most
similar to North in building size. Again, after Tribunal’s revisions of Sales #1, #2 and #3,
the adjusted price/sq. ft. of these sales ranges between $92.94 and $140.27/sq. ft. with
an average of $118.57/sq. ft. Given the similar locations and similar west Michigan
economic attributes of each comparable sale, the indication of market value rests at the
midrange of the adjusted range of Petitioner’s sales. Therefore, the Tribunal’s
independent determination of TCV from Petitioner's West Michigan adjusted sales is
$116.00/SF GBA or $24,700,000 rounded.?7®

Income Approach

“In the income capitalization approach, the present value of the anticipated future
benefits of property ownership is measured. . . . In direct capitalization, the relationship
between one year’s income and value is reflected in either a capitalization rate or an
income multiplier.”277

Green Ridge Square is an income producing commercial retail property. In other words,
the property is not owner-occupied but consists of 20 tenant-occupied leased spaces.
As examined above, each party developed an income approach to value. North had
existing tenant leases on December 21, 2021, when Petitioner acquired the property
and remained in place as of tax day 2023 with some vacancies. Existing shopping
centers located in west Michigan, specifically Kent and Ottawa counties were
researched, reviewed, and analyzed. As articulated below, the Tribunal considered
each income element to arrive at an independent determination of market value from
the income approach to value.

Rental Rate Analysis

To begin, each party’s appraiser’s respective rental rate analyses were reasonably
researched and presented. Each appraiser reviewed rental data in a comparative
analysis adjustment grid. Both appraisers reviewed the North’s rent roll as of December
31, 2022, and opined current contract rents were reflective of current market rents.
Common to each party’s rent analysis were comparable rentals located within west
Michigan’s Kent and neighboring Ottawa counties.

Petitioner’s appraiser reasonably separated and pooled the market rental data analysis
for typical size smaller inline units and larger size anchor units (Best Buy, BB&B,

276 213,005 sq. ft. x $116.00/sq. ft. = $24,708,580, rounded $24,700,000
277 The Appraisal of Real Estate at 36.
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Burlington, Michaels). Respondent’s appraiser performed both currency and analysis of
existing contract rent as well as performed an analysis based on large and small market
rents reported in R-1 and R-2. Similar to both appraiser’s sales comparative analysis,
the appraiser’'s comparable rental adjustments grids were reasoned and easily
understood.

With regards to Petitioner’s appraiser’'s pooling, he grouped his rental comparables into
three pools based on rental suite area: Pool 1: from 30,000 sq. ft. and above; Pool 2:
between 10,000 sq. ft. and 29,999 sq. ft.; and Pool 3: below 9,999 sq. ft. Petitioner’s
appraiser identified four rental comparables in Pool 1, four in Pool 2, and three in Pool
3. Pool 1 ranged in size from 30,713 to 43,000 sq. ft. Pool 2 ranged 12,820 to 22,950
sg. ft., and Pool 3 ranged from 1,028 to 5,550 sq. ft.?’® Respondent’s appraiser
selected separate rental comparables for parcel -008 and parcel -018. Parcel -008 had
five comparables ranging in size from 8,456 to 40,000 sq. ft.?’° For Parcel -018,
Respondent’s appraiser identified six rental comps ranging in size from 1,707 to 40,000
sq. ft.280  Each appraiser analyzed all comparable rentals for typical small size units
and larger size units to derive base rental rates. As shown later in Tables 5 and 6, after
adjustments, each appraiser’'s adjusted price/sq. ft. was not far apart.

Description of Adjustments.

Lease terms found in Petitioner's North are NNN and most common in the subject’s
shopping center market. All of Petitioner's rental comparables have NNN leases, so no
adjustments are necessary. Similarly, Respondent’s lease rental rates are NNN, so no
adjustments were made.

Condition of Lease is the analysis of whether the lease terms are at arm’s-length.
Adjustments are made if the lease terms are above or below market. Petitioner’s
appraiser indicated Pool 1 Rentals #2, #3, and #4, Pool 2 Rentals #1, #2, and #3 and all
Pool 3 lease terms are at arm’s-length, so no adjustments are necessary. Pool 1 Rental
#1 and Pool 2 Rental #2 are listings for-lease, so an adjustment of -15% adjusting the
list price to an estimated transaction price was applied to both.?81 Respondent’s
appraiser made no adjustments for condition of lease.

Market condition adjustment is adjusting the rental rate for time from date of transaction
to tax day 2023. Both appraisers made a market condition adjustments of 2%/year.282
Based on the evidence and testimony of appraiser, 2%/year is reasonable.

Location of the North as determined by Petitioner’'s appraiser is average. Petitioner’'s
Pool 1 Rentals #1, #3, and #4 are located on 28th Street in Grand Rapids, Cascade
Township, and Kentwood, respectively, the appraiser felt 28th Street was a superior
location than Alpine Avenue, so they were adjusted downward -10%. Pool 1 Rental
#2's location was consider similar to the North, so no adjustment for location was

278 p-1 at 86, 95, and 101.
279 R-1 at 101-114.

280 R-2 at 105-120.

281 p-1 at 86-101.

282 |d. at 132 and R-1 at 45.
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necessary. Pool 2 Rentals #2, #3, and #4, also located on 28th Street and Beltline
Avenue, respectively, have a superior location, so they were adjusted downward -10%.
Rental #1 is located on Wilson Avenue with a similar location, so no adjustment was
made. Pool 3 Rentals #1 and #2 are located on 28th Street with a superior location, so
a downward -10% adjustment was required. Rental #3, also located on Alpine Avenue,
possesses a similar location, so no adjustment was necessary.?®3 As listed in
Respondent’s R-1, all rental comparables were noted as having a similar location to the
subject, so no adjustments were made.?®* R-2 listed Rental #1 on 28th Street SE in
Cascade Township as inferior to the subject due to lower traffic counts, so an upward
+20% adjustment was made. Rentals #2 through #6 were considered the same as the
subject location, so no adjustments were made.?®> The appraisers did not materially
dispute the adjustments of the comparables for the more desirable, commercially
developed 28th Street rental market supported by the demographics shown in the
comparable data sheets and surveys such as CoStar, as referenced by the appraisers.

Tenant size adjusts the comparable rental rate for size of the rental comparable to the
subject property. Generally speaking, smaller rental units in a multi-tenant shopping
center will rent at a higher-lease rate than larger rental units, all other factors being
equal. Both Petitioner’s appraiser and Respondent’s appraiser do not dispute that all
rental properties are similar, so no adjustment for tenant size was necessary as they
bracket the grouped pool suite sized in the North.

Age/condition adjusts the rate primarily based on the observed general condition and
age of the rent comparable compared to the subject property. Petitioner’s appraiser
estimated the condition of North to be average for a 33-year old building constructed in
1988-1989. Pool 1 Rentals #2 and #3 are newer and considered to be in superior
condition receiving a downward -10% adjustment. Rental #4 was considered to be in
similar condition, so no adjustment was taken. Rental #1 was considered to be inferior
condition receiving an upward +10% adjustment. Pool 2 Rentals #1, #2, and #4 were all
considered superior, newer conditions, so they were given a downward -10%
adjustment. Whereas Rental #3 was considered similar condition, so no adjustment
was taken. Pool 3 Rental #1 was older than the subject and condition was considered
inferior, so it was adjusted upward +10%. Rentals #2 and #3 were both considered
superior but slightly newer, so they were adjusted-5% and -10%, respectively.?®
Respondent’s parcel -008 observed condition was average. R-1 Rentals #1, #2, and #4
were considered similar, so no adjustments were required. Rentals #3 and #5 were
newer and in superior condition and required downward -5% adjustments.?®’ R-2
Rentals #1, #2, and #4 are newer and considered to be in superior condition, so a
downward -5% adjustment was made. Rentals #3, #5, and #6 were considered to be
similar in age and condition, so there was no required adjustment.?88

283 p-1 at 86-101.
284 R-1 at 44.

285 R-2 at.

286 p-1 at 86-101.
287 R-1 at 44.

288 R-2 at 45.
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Quiality of construction for the North was estimated to be Class C, average. Quality of
construction for Petitioner’'s Pools 1, 2, and 3 were all considered to be similar to the
North,, so no adjustments were necessary.?®® Respondent’s appraiser considered
guality of construction for parcel -008 and all R-1 rentals to be average, so no
adjustments were necessary.?® R-2 Rentals #1, #2, #4, #5, and #6 are similar, so no
adjustments were necessary. Rental #3’s quality was considered superior, so a
downward -10% adjustment was necessary.?%!

As noted above, both appraisers reviewed the current contract rental rates and have
compared them to the current market rents. The appraisers have concluded that even
though many of the existing lease agreements are several years old and some have
been extended more than once, they have kept pace with current market rates possibly
through annual contract indexing. Regardless, the appraisers felt the current contract
rent is reflective of current market rent.

While Petitioner’'s appraiser may be comfortable with contract rent, he did take the next
step developing a market rent analysis and comparative rental comparison grid. Mr.
Tomlinson grouped his rental rate analysis by large rental unit and smaller rental unit
sizes. Table 5 summarizes three grouped pool sizes along with Petitioner’s adjusted
rental rate/sq. ft.

Petitioner’s appraiser estimates market rental rate for Pool 1 rental units ranges from
$10.10 to $11.90/sq. ft. NNN. The average adjusted rental rate is $10.76/sq. ft. NNN
and median is $10.26/sq. ft. NNN. Mr. Tomlinson estimates the 30,000 sq. ft. and
above rental is $10.50/sq. ft. NNN.2%2

Market rental rate for Pool 2 rental units ranges from $9.27 to $11.70/sq. ft. NNN. The
average adjusted rental rate is $10.45/sq. ft. NNN and median is $9.32/sq. ft. NNN. Mr.
Tomlinson estimates the between 10,000 sqg. ft. and 29,999 sq. ft. rental is $11.00
NNN.293

Market rental rate for Pool 3 rental units ranges from $12.14 to $20.35/sq. ft. NNN. The
average adjusted rental rate is $15.88/sq. ft. NNN and median is $15.15/sq. ft. NNN.
Mr. Tomlinson estimates the below 9,000 sq. ft. rental is $16.00/sq. ft. NNN.?°* The
Tribunal finds Petitioner’s rental rate analysis creditable and persuasive.

289 p-1 at 86-101.
20 R-1 at 44.

291 R-2 at 45.

292 p-]1 at 86.

293 ]d. at 95.

2% ]d. at 101.
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Table 5: Petitioner's Adjusted Rental Rate Summary?®®

30,000 sq. ft. & Below 29,999 to
above 10,000 sq. ft. Below 9,999 sq. ft.
Adjusted Adjusted Adjusted
sq. ft Rent/ sq. ft Rent/ sq. ft Rent/
sq. ft sq. ft sq. ft
Compf“ab'e 43,000 | $11.90 | 19,262 | $11.70 | 3,216 | $20.35
Compz"’"ab'e 35,164 | $10.10 | 18,945 | $11.44 | 5500 | $12.14
Compsrab'e 34250 | $1042 | 12820 | $ 927 | 1,028 | $15.15
Compfrab'e 30,713 | $10.63 | 22950 | $ 937 | NA N/A

Maximum 43,000 $11.90 22,950 $11.70 5,500 $ 20.35
Minimum 30,713 $ 10.10 12,820 $ 9.27 1,028 $12.14

Mean 35,782 $10.76 18,494 | $10.45 3,248 $15.88

Median 34,707 $10.53 19,104 | $1041 3,216 $ 15.15
Adjusted

Rental Rate $ 10.50 $11.00 $ 16.00

Based on Respondent’s appraiser’s review and analysis of current contract rent
reflecting current market rent, Mr. Van Stensel adopted and incorporated contract rent
blended with current market rent to be used to estimate PGI of vacant units as of tax
day 2023. From all accounts of both appraiser’s treatment of the quality of contract and
market rental data, the Tribunal finds Mr. Van Stensel’s treatment of the rent analysis
creditable.

Based on Respondent’s rent analysis, the final adjusted rent/sq. ft. for rental unit GSII-1
is $11.50/sqg. ft. NNN, GSII-2 is $12.00/sq. ft. NNN, vacant GSII-3 is $8.01/sqg/ft., and
vacant units GSI-5 and GSI-14 is $19.00/sq. ft.2%6

Table 6: Respondent’s Adjusted Rental Rate Summary?®’

Parcel -008 Parcel -018
Adjusted : Adjusted
sq. ft Rent / sq. sq. ft Adjusted sq.ft | Rent/
Rent/ sq. ft
ft ' sq. ft
Compfrab'e 25,939 $10.66 | 20,373 $21.72

295 |d. at 86, 95, and 101.
2% R-1 at 43. Also see R-2 at 47.
297 R-1 at 44 and R-2 at 45.
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Parcel -008 Parcel -018
Adjusted : Adjusted
sq. ft Rent/ sq. sq. ft Adjusted sq.ft | Rent/
Rent / sq. ft
ft sq. ft
Compzarab'e 22,050 $11.00 | 12,124 $18.41
Compg‘rab'e 15,811 $11.97 7.800 $16.52
Compfrab'e 25,993 $15.08 1,707 $21.79
Compg‘rab'e 8 456 $11.29 | 25939 $ 10.66
Compg"ab'e N/A N/A 22.050 $11.00
Maximum 25,093 $15.08 | 25,939 $21.79
Minimum 8.456 $10.66 1,707 $10.66
Mean 19,650 $12.00 | 14,999 $ 16.68
Median 22.050 $11.29 16,249 $17.47
Adjusted Above 30,000 29,999 to 10,000 Below 9,999
Rental Rate
GSII-1 44,854 $11.50
GSII-2 34,820 $12.00
GSII-3 11,759 $ 8.01
GSI5 4,400 | $19.00
GSI-14 4,400 | $19.00

In summary, the parties have utilized common comparable rental properties located in
Kent and Ottawa counties. Petitioner's market rent analysis was more persuasive than
Respondent’s analysis of current contract rent supplemented by current rental
comparables. Therefore, the Tribunal finds Petitioner’s indication of market rents for the
subject is the most reliable and credible valuation evidence for the income analysis.

Potential Gross Income

Based on the foregoing rent analysis, the subject’s PGl is calculated by applying the
market supported base rental rate to the subject's NRA of 205,129 sq. ft. Petitioner’s
PGl is $2,514,592.2%¢ The Tribunal's independent determination of PGl is $2,514,592
for the North.

2% p-1 at 102.
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Table 7: Potential Gross Income?9°

Description sq. ft. Rate/sq. ft. Income
Units >30,000 sq. ft. 79,674 $10.50 $836,577
Units >10,000 & <29,999 sq. ft. 65,853 $11.00 $724,383
Units <9,999 sq. ft. 59,602 $16.00 $953,632
Total PGI 205,129 $12.26 $2,514,592

Vacancy and Credit Loss

The next element in the income analysis is developing a vacancy and credit loss rate
sufficient to achieve a stabilized frictional rate3®. Petitioner estimates the vacancy and
credit loss at 17.0%°3°! and Respondent’s rate is 6.0%.302

Because the North’'s NRA is a mixture of 29.06% smaller inline stores typically found in
strip centers and 70.94% larger big box spaces found in power centers, Petitioner
developed a vacancy rate for North by blending the published vacancy survey rate for
strip center units of 5.5% adopted for South with larger power center space of 22.8% as
reported by CoStar for strip and power centers located in the Grand Rapids MSA and
more specifically Comstock/Alpine Avenue submarket. The result was an overall rate of
17.76%, which he determined 16.0% to be more appropriate. The Tribunal notes that
while Mr. Tomlinson concluded 5.5% was more appropriate for a strip center vacancy
rate, he reported South’s vacancy was projected to be 7.0% for tax year 2022.3%% Credit
loss is another element of the overall vacancy and credit loss, Petitioner’s appraiser
estimated the 1% credit loss was appropriate for North increasing the overall vacancy
and credit loss to 17.0%.

Mr. Tomlinson provided testimony that the actual vacancy of North on tax day 2023 was
10.02%.304

Respondent’s appraiser testified he applied the 6.0% vacancy and credit loss rate for
both parcels -008 and -018. In determining vacancy rate, the appraiser examined the
actual vacancy history looking back a couple of years. His review of “historical
information” showed the actual vacancy was less than 10% during the period. When
estimating the 6.0% vacancy rate, Mr. Van Stensel also considered Petitioner’s opinion
that the North more appropriately should be classified as a power center, and we should
be looking at the CoStar reported power center upper rate of 22.8%. Respondent’s
appraiser testified the property looked and felt like a power center, but it did not meet
his definition of power center because North was less than 250,000 sqg. ft. and was
made up of multiple parcels. He further testified the CoStar report only classified Green

29 |d. at 103.

300 “Frictional Vacancy” is the “amount of vacant space needed in a market for its orderly operation.
Frictional vacancy allows for move-ins and move-outs.” The Dictionary of Real Estate Appraisal at 79.
301 p-1 at 103. Petitioner’s vacancy rate = 16%, credit loss = 1%; total vacancy and credit loss = 17%.
302 R-2 at 48.

303 p-] at 35, 37.

304 Tr. Vol 1, at 126:17 through 129:22.



MTT Docket No. 23-000614
Page 73 of 83

Orchard Shopping Center, located in the Comstock/Orchard submarket, as a power
center, so only Green Orchard Shopping Center was included in the CoStar vacancy
survey as a power centers. He further felt that since the CoStar Comstock/Alpine
Avenue submarket survey was made up of only one power center property, one
property did not make a market so there was insufficient power center data to rely upon.
Relying on the CoStar survey for the Comstock/Alpine Avenue submarket strip center
data showing a vacancy rate of 5.5%,3% he concluded that the rate was less than 10%
and “I just said we're going with 6 but makes sense for this building and this site...”30®

Based on the evidence and testimony presented by the parties, the Tribunal is not
persuaded the appropriate vacancy and credit loss rate for a power center is either
6.0% or 22.8% but may more appropriately fall within the range of 6.0% and 17.0%.

Mr. Van Stensel testified that his review of the property’s historical records indicated the
vacancy rate was less than 10.0% indicating the rate is somewhere in the single digit
range. Based on the documentary evidence and testimony provided, the actual
vacancy rate for North on tax day 2023 was 10.02%, and the Tribunal calculates the
actual vacancy rate for both North and South was 10.94%. The record also reflects
within two months after tax day 2023 the vacancy rate for North increased to 27%.
Regardless of the CoStar commercial publication’s inclusion or exclusion of Green
Ridge Square as a power center in its survey, based on the Appraisal Institute’s
definition and this Tribunal’s finding to the contrary, the North’s actual 27% vacancy rate
within two months of the publication day relative to the Green Orchard Shopping
Center’s published vacancy rate of 22.8% both collaborate the fact that the
Comstock/Alpine Avenue submarket rental of large space faces lease-up headwinds as
of December 31, 2022, going into the 2023 tax year. Having said that, the Tribunal
finds that the actual vacancy rate as of December 31, 2022, in the amount of 10.02% is
the most convincing evidence presented. Therefore, in its independent determination of
vacancy and credit loss, the Tribunal finds the most appropriate rate for North to be
10.0%.

Reimbursable Operating Expenses

Petitioner’s existing lease agreements are mostly NNN, so there are CAM and other
operating expenses paid directly by Petitioner passed back to its tenants and treated as
reimbursable other income. Petitioner’s appraiser’s income approach adds
reimbursable income in the amount of $1,103,594 attributable to CAM and other
operating expenses.®%’ The appraiser subtracts reimbursable expense income as an
operating expense effectively offsetting the reimbursable income. Respondent’s
appraiser, on the other hand, treated the lease as NNN lease, so he did not add
reimbursable income in his income approach and did not subtract these CAM and other
operating expenses. The Tribunal finds it unnecessary to add reimbursable expense
income and subtract the equivalent in its independent finding of value.

305 R-5 at 18-19.
306 Tr, Vol 2, at 156:9-24.
307 p-1 at 103.



MTT Docket No. 23-000614
Page 74 of 83

Other Income

Other income is revenue attributable to non-rent income generated on the property to
be factored into the property’s value. In this case Petitioner rents space on the West
parcel parking lot for storage purposes. Other non-rent revenue sources include signs
and recycle bins for donations. The Tribunal notes that the revenue generated from
storage rental located on the West parcel may be attributable to the value of West, but
the West appeal was resolved by the parties. The Tribunal assumes the parties did not
include the storage revenue in the settled value of West and will include in the North
income approach value calculations. According to Petitioner’s appraisal report, non-rent
revenue is approximately $35,000/year and was obtained from historical statements.30®
Respondent’s income approach does not factor in other income as it is believed to be
de minimis.

Effective Gross Income

Following vacancy and credit loss is calculating the EGI. The EGI was determined by
taking the PGI of $2,514,592, deducting the vacancy and credit loss of 10.0% or
$251,459, and adding the other income of $35,000. The resulting EGI is $2,298,133 or
$11.20/sq. ft.

Operating Expenses

Operating expenses3?° typically include reimbursable and non-reimbursable expenses
of the subject property being appraised. Since the Tribunal has decided to disregard
reimbursable expenses, that analysis will be waived. This leaves non-reimbursable
expenses. The appraisers do not dispute non-reimbursable expenses including
management fees3'? and reserves for replacement.3!1

While researching market-based management fees, Petitioner’s appraiser had
discussions with management companies as to a basis for estimating market
management fees typically paid. It is the appraiser’s understanding property owners
typically pay between 2.0% and 4.0% of EGI. In his analysis, Mr. Tomlinson expects
the management fee to be 3.0% of the EGI or $68,944.312 As noted above, Mr. Van
Stensel testified he relied on Petitioner’'s income and expense statement to estimate a
management fee of 6.8% of EGI as supported from documentation provided by the

308 Id.

309 Operating Expenses” are “[t]he periodic expenditures necessary to maintain the real estate and
continue production of the effective gross income, assuming prudent and competent management.” The
Dictionary of Real Estate Appraisal at 135.

310 “Management Fee” is “[the amount charged by a management firm to manage property for an owner.
In income and expense analysis, a management fee is typically treated as a variable operating expense,
usually expressed as a percentage of effective gross income.” The Dictionary of Real Estate Appraisal at
114.

311 “Replacement Allowance” is “[a]n allowance that provides for the periodic replacement of building
components that wear out more rapidly than the building itself and must be replaced during the building’s
economic life; sometimes referred to as reserves or reserves for replacement.” The Dictionary of Real
Estate Appraisal at 183.

312 p-1 at 108.
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building owner.3'®* The management fee deducted in R-1 income approach statement is
$65,697, and R-2 is $104,739, for a sum of $170,436 equaling 6.8% of EGI.314
Reconciling Respondent’s 6.8% of EGI back to Site Centers Corp. income statement
reported in R-1 at 48 and R-2 at 49, Petitioner’s listed residual management fee is
$177,866 which when divided by the estimated 6.8% of EGI, the product equals the
income statement report gross base rent of $2,615,676. After thorough review of the
documents and testimony provided, the Tribunal is unclear of the origin of the 6.8% of
EGI management fee. Based on the above analysis, the Tribunal finds Petitioner’'s
testimony creditable and persuasive.

Petitioner’s appraiser relied on RealtyRates.com’s third quarter 2022 surveyed reserve
requirement for support of reserve requirements for the retail industry.
RealtyRates.com reports reserve account ranges from $0.38 to $1.15/sq. ft. with a
typical reserve of $0.76/sq. ft. Mr. Tomlinson estimated a reserve of $0.75/sq. ft. GBA,
or $153,847.31> Respondent’s appraiser estimates a reserve for replacement to be
$0.76/sq. ft. based on the average reserve obtained from the fourth quarter
RealtyRates.com survey.3'® The Tribunal finds that there is no dispute of the typical or
average reserve rate of $0.76/sg. ft. NRA and makes an independent determination of
$0.75/sq. ft. NRA.

Therefore, consideration and weight is given to the parties’ respective indications of
operating expenses, which bracket the Tribunal’s independent determination for this
element at $235,880 NNN or $1.15/sq. ft. NRA.37

Net Operating Income

Net operating income3!8 is the calculation by subtracting operating expenses from EGI.
As previously and independently determined, the operating expenses of $235,880 are
deducted from the EGI of $2,298,133. The resulting NOI is $2,062,253.

Direct Capitalization

As the appraisers in this case testified, direct capitalization or calculated by a
capitalization rate analysis parallels the level of risk associated with the subject

property.

Petitioner’s capitalization analysis included 1) market derived rates abstracted from
market sales 2) investor survey supporting market rates by RERC, and 3) mortgage and

313 R-1 at 48.

3141d. at 52 and R-2 at 53.

315 p-1 at 109.

316 R-1 at 48 and R-2 at 49.

317 Operating expenses calculation ($2,298,133 x 3.0%) + (222,583 GBA x $0.75) = $68,943 + $166,937
= $235,880, or $1.15/sq. ft. NRA

318 “Net Operating Income” (NOI or 10). “The actual or anticipated net income that remains after all
operating expenses are deducted from effective gross income but before mortgage debt service and book
depreciation are deducted. Note: This definition mirrors the convention used in corporate finance and
business valuation for EBITDA (earnings before interest, taxes, depreciation, and amortization).” The
Dictionary of Real Estate Appraisal at 131.
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equity methodology (“band of investment” aka “BOI”). Petitioner’s appraiser concluded
that his final capitalization rate was 9.50% and loaded capitalization rate of 9.87%.3%°

Respondent’s capitalization analysis included 1) BOI method, 2) market capitalization
rates extracted from market sales, and 3) market survey rates by RealtyRates.com.
Respondent’s appraiser’s indication of an overall capitalization rate is 7.5%.320

To begin, Petitioner’'s appraiser began by analyzing market rate sales of shopping
centers located from west Michigan through south central Michigan to southeastern
Michigan. There were a total of seven sales, four transacting in 2022 and three closing
in 2019. The seven sales ranged in size from 125,760 to 296,000 sq. ft. with an
average of 162,541 sq. ft. The capitalization rates ranged from 8.22% to 16.61% with
an average rate of 10.19%. Eliminating the 16.61% outlier and 10.33% Roseville Towe
Center because it was considered as having unstable vacancy, the adjusted average
cap rate is 8.87%.%2! Examining the market capitalization rates grouped by year of
transaction, the more recent sales in 2022 had cap rates ranging from 8.22% to 9.00%
with an average of 8.68%. The 2019 sales cap rates ranged from 9.67% to 16.91% with
an average of 12.21%. Eliminating the 16.61% outlier and Roseville sale because it
was reported to have an unstable frictional vacancy, the 2019 adjusted cap rate is
9.67%.322

Respondent’s appraiser provided 13 strip center and multi-tenant centers ranging from
6.75% to 11.20% with an average of 8.32%.323

Petitioner’s provided documentary evidence and Petitioner’s appraiser’s testimony that
he analyzed investment grade property criteria published by RERC to assist in
estimating a capitalization rate for the North. He localized the survey area to the
Midwest and narrowed it to 2" Tier market properties. Mr. Tomlinson defined
investment grade properties as incoming producing with a location in a strong market,
attractive physical attributes, strong credit tenants, and values greater than
$10,000,000. He further explained a Tier-1 property is new shopping center
development property, Tier-2 is a former Tier-1 property that is aging, still in good
condition, and average location.®?* The appraiser opined that the subject Green Ridge
Square physical and valuation characteristics align with RERC’ s definition of a Tier-2
shopping center, along with its size and value as demonstrated by the 2021 transaction
price of $23,250,000, the subject qualifies as an investment-grade property. Turning to
the RERC survey data provided in P-13 at 4, a retail power center during the fourth
guarter 2022 shows the average going-in capitalization rate ranging from 8.40% to
11.00% with an average of 9.40%. Similarly, RERC reports the neighborhood retalil
shopping center’s going-in rate ranging from 7.0% to 12.0% with an average of 8.9%.
Petitioner’s appraiser pointed out that the difference in average rates for a power center
and neighborhood center was separated by 0.50%. Respondent’s appraiser

819 p-1 at 110-113.

320 R-1 at 49-50 and R-2 at 50-51.
321 Tr. Vol 1 at 161:8-12.

822 p-1 at 110.

323 R-1 at 51 and R-2 at 52.

324 Tr. Vol 1, at 57:18 through 60:14.



MTT Docket No. 23-000614
Page 77 of 83

alternatively analyzed market cap rate survey data published by RealtyRates.com for
the fourth quarter 2022, Retail-All Types. The RealtyRates.com data indicated the
capitalization rate falls within the range of 5.41% to 14.67% with an average of
9.42%.3%5

An appraiser’s BOI method begins with establishing the prevailing equity or loan to
value ratio. In this case, the appraisers agree 30% loan or 70% loan to value ratio is
fairly common from lending institutions so for purposes of their analysis they both used
a 30/70 equity to loan ratio. Petitioner’s appraiser assumed a 5.66% mortgage interest
rate amortized over 28 years, loan constant of 0.0712, RealtyRates.com equity dividend
yield ranging from 7.76% to 16.18%.326 Slightly different, Respondent assumed a 5.0%
interest rate for a 25-year period, 0.07015 loan constant, and 8.5% equity dividend
rate.3?’ Petitioner's developed BOI capitalization rate ranges from 7.29% to 9.84% with
an average of 8.56%. Falling in between Petitioner’s BOI, Respondent’s BOI was
7.50%.

Table 7: Parties Capitalization Rate Summary

Description Minimum Maximum Average
Petitioner’'s Market Sales Rate 8.22% 16.61% 10.19%
Respondent’s Market Sales Rate 6.75% 11.20% 8.32%
Petitioner’'s Survey Rate 8.40% 11.00% 9.40%
Respondent’s Survey Rate 5.41% 14.67% 9.42%
Petitioner’s BOI Rate 7.29% 9.84% 8.56%
Respondent’s BOI Rate 7.50% 7.50% 7.50%
Average Rate 7.26% 11.80% 8.90%

As noted above, Petitioner’s appraiser gave greater weight to the RERC survey for
power centers estimating a final capitalization rate to be 9.50%.3?®¢ Respondent’s
appraiser gave greater weight to the BOI method concluded a final capitalization rate of
7.50%.3° The Tribunal notes the average capitalization rate between the parties is
8.50%.

The Tribunal notes that both appraisers provided equally creditable and persuasive
testimony and evidence supporting their respective analyses and conclusions in the
development of their respective direct capitalization rate. The Tribunal notes that in this
case it finds neither capitalization rate is more superior over the other. Therefore,
consideration and weight is equally given to the parties’ respective indications of direct
capitalization rate which bracket the Tribunal’'s independent determination for this
element, the Tribunal finds the appropriate overall capitalization rate to be 8.90%.

325 R-1 at 50 and R-2 at 51.
326 p-1 at 111.

327 R-1 at 50 and R-2 at 51.
328 p-1 at 106 and

329 R-1 at 51 and R-2 at 52.



MTT Docket No. 23-000614
Page 78 of 83

Modified Overall Tax Capitalization Rate

Petitioner provided documentary evidence and testimony that the overall capitalization
rate should be adjusted to account for property tax expenses that are not reimbursed
due to the actual higher than market vacancy rate. As discussed above, the existing
lease agreements are NNN permitting Petitioner to seek reimbursement from tenants
their proportionate share of property tax expenses. As Petitioner’s appraiser explained,
if reimbursable expense income such as property taxes is neither added to income or
equally offset as an operating expense, any property tax expense incurred by Petitioner
attributable to higher than market vacancy rate would in fact be an incurred expense not
deducted from the property’s operating expense possibly understating the property's
NOI.330 Petitioner's appraiser demonstrated that the proper way to handle the
unreimbursed property tax is to add an apportioned amount of the effective property tax
rate based on stabilized vacancy rate. Petitioner provided evidence that the total 2022
millage rate for all tax levying jurisdictions including city, county, and school district is
45.76370 plus the 1% administrative fee equals a total millage rate equivalent of
46.22134 mills. After converting mills to a rate of mills/1000, Petitioner estimates the
rate to be .02311.33! In order to allocate the millage rate by the Tribunal's corrected
vacancy rate of 10%, the allocated reimbursable property tax ETR is .00023. Adding
the allocated property tax rate to the overall capitalization rate of 8.90%, the modified
overall tax capitalization rate equals 8.92%. The Tribunal finds Petitioner’'s argument
creditable and persuasive, supported by documentary evidence. Therefore,
consideration and weight given to Petitioner’s revised rate calculation and the Tribunal’s
independent determination for this element, the Tribunal finds the appropriate modified
overall tax capitalization rate to be 8.92%.

Estimated TCV “As Stabilized”

Based on the operating expenses of $235,880 deducted from the EGI of $2,298,133
resulting in a NOI is $2,062,253, and modified overall tax capitalization rate to be
8.92%, the Tribunal’s independent determination of TCV “as stabilized” via the income
approach to value is $23,119,428, rounded $23,100,000 or $112.60/sq. ft. RNA.

Lease-Up Expenses

Petitioner’s appraiser provided testimony that the property’s TCV “as stabilized”
accounts for loss in EGI up to market vacancy and credit loss allowance but does not
account for future unrealized expenses attributable to anticipated expenses to be
incurred such as opportunity rent loss from vacant rentable space, unrecovered
expenses from vacant NNN lease spaces, previous amortized tenant improvements
cost of vacated spaces, and future leasing commissions of vacated spaces. Petitioner’s
appraiser testified the proper treatment of such future lease-up expenses is quantify
these identifiable expenses over the number of estimated months to fill the vacant

330 p-1 at 113 and revised 113.
381 p-1 at 113.
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space assuming the vacant spaces will be properly exposed and marketed in the open
marketplace.33?

Petitioner's appraiser prepared a lease-up analysis3® indicating the total NRA is
205,129 sq. ft. of which 161,509 sq. ft. is occupied. Petitioner’'s appraiser estimates
84% occupancy or 172,308 sq. ft. must be achieved in order to attain stabilized
occupancy. He further estimates it will take approximately eight quarters or 24 months
to lease the 10,799 sq. ft. with an estimated total lease-up cost of $480,000.
Petitioner’s appraiser also explained that estimated TCV “as stabilized” should be
reduced by the estimated lease-up cost to get a true estimated value “as is” via the
income approach to value.

Other than providing testimony on how to quantify and deduct for lease-up costs, Mr.
Tomlinson did not provide any documentation citing proper authority and accepted
appraisal theory treatment of lease-up costs. To that end, Mr. Davis testified on day-
one of the trial that seller and Petitioner had negotiated the purchase of the subject
property and before the closing on December 21, 2021, BB&B’s decision to surrender
its space had no effect on the decision to close on or the terms of the deal.

Looking for guidance on the subject of proper appraisal treatment of lease-up cost, the
Tribunal references the Appraisal Institute’s Shopping Center Appraisal and Analysis
within the context of a development project analysis:

The staging of cash flows in a DCF analysis might proceed as it does for
a proposed development project, with different discount rates chosen to
reflect varying levels of risk in different phases of the project. Discount
rates would be supported by survey and interview data from experienced
developers and managers in the local submarket. This research process
may indicate that prospective cash inflow shortfalls during a lease-up
phase should be discounted at a rate lower than the rate for stabilized
operations in order to produce a higher adjustment. In some markets,
developers report they give [n]o consideration at all to prospective cash
flows that they will generate in the future with their development
program, meaning that they will price an opportunity based only on the
cash flows in place. [Emphasis added]®**

Based on the foregoing, the Tribunal finds that Petitioner has not provided sufficient
credible and persuasive testimony and documentation supporting an adjustment for
future lease-up costs.

332 p-1 at 45. Petitioner’s appraiser estimates exposure and marketing times to be 12-18 months.
333 p-1 at revised 114.
334 Shopping Center Appraisal and Analysis at 244.
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Reconciliation of Value

The income analysis considered the North’s contract rent and market rent in the
context of west Michigan data. Likewise, even though the Tribunal determined the
North to be a retail power center with anchor tenants, the parties’ respective sales
comparison analyses considered the sales of retail strip centers in west Michigan,
southeast Michigan, and suburbs of Chicago. There is some testimonial evidence on
the record of external or functional obsolescence attributable to a portion of the tenant
rental units facing south, away from Alpine Avenue, impacting the subject’s TCV, but
the record lacked creditable and persuasive evidence supporting such claims. Again,
the parties’ rental and sales data proved the existence of commercial retail power
centers and strip centers in the subject market area and other communities of Kent
county. The Tribunal's independent determination of TCV from the parties’ income
data and analysis is $23,100,000. The Tribunal also considered the parties’ respective
sales comparative analysis. As previously stated, Petitioner’'s sales comparison
approach, as revised in part by the Tribunal, was considered creditable and
persuasive and given greater weight. Respondent’s comparable sales, analysis, and
adjustments provided the Tribunal with guidance but were less persuasive. The
Tribunal’s independent determination of market value from Petitioner’s sales data and
analysis, as revised by the Tribunal, is $24,700,000. Based on the overall data and
the attributes of the subject and subject market area, the Tribunal's independent
determination of market value for the subject property is $23,100,000 as of December
31, 2022, for the 2023 tax year.

Allocation of TCV and TV to the Assessment Parcels

Table 8 reflects the percentage allocation value based on the 2023 values as
confirmed by the City of Walker BOR. Based on the BOR final values, the Tribunal will
proportionally allocate its independent finding of TCV and TV based on the parcel
percentage of total value in Table 8 below. The TV to TCV ratio is 45.17%33°

Table 8
Parcel % of Parcel % of
Parcel Number TCV Total TCV TV Total TV
41-13-01-151-008 $8,698,000 37.26% $3,948,525 37.45%
41-13-01-151-009 $1,236,400 5.30% $560,910 5.32%
41-13-01-151-018 $13,408,000 57.44% $6,033,615 57.23%
Total $23,342,400 100.00% | $10,543,050 100.00%

335$10,543,050 / $23,342,400 = 45.17%.
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Based on the 2023 BOR parcel percentages and the TCV in the amount of
$23,100,000, the TCV is apportioned as follows in Table 9. Based on the original TV
to TCV ratio of 45.17%, the revised 2023 TVs are as follows.336

Table 9
Parcel % of Parcel % of
Parcel Number TCV Total TCV TV Total TV
41-13-01-151-008 $8,607,060 37.26% $3,907,634 37.45%
41-13-01-151-009 $1,224,300 5.30% $555,103 5.32%
41-13-01-151-018 $13,268,640 57.44% $5,971,533 57.23%
Total $23,100,000 100.00% | $10,434,270 100.00%

The Tribunal finds, based upon the Findings of Fact and the Conclusions of Law set
forth herein, that for the 2023 tax year the subject property’s TCV, SEV, and TV for the
tax year at issue are as stated in the Introduction section above.

JUDGMENT

IT IS ORDERED that the property’s SEV and TV for the tax year at issue are
MODIFIED as set forth in the Introduction section of this Final Opinion and Judgment.

IT IS FURTHER ORDERED that the officer charged with maintaining the assessment
rolls for the tax years at issue shall correct or cause the assessment rolls to be
corrected to reflect the property’s true cash and taxable values as finally shown in this
Final Opinion and Judgment within 20 days of the entry of the Final Opinion and
Judgment, subject to the processes of equalization. See MCL 205.755. To the extent
that the final level of assessment for a given year has not yet been determined and
published, the assessment rolls shall be corrected once the final level is published or
becomes known.

IT IS FURTHER ORDERED that the officer charged with collecting or refunding the
affected taxes shall collect taxes and any applicable interest or issue a refund within 28
days of entry of this Final Opinion and Judgment. If a refund is warranted, it shall
include a proportionate share of any property tax administration fees paid and penalty
and interest paid on delinquent taxes. The refund shall also separately indicate the
amount of the taxes, fees, penalties, and interest being refunded. A sum determined by
the Tribunal to have been unlawfully paid shall bear interest from the date of payment to
the date of judgment, and the judgment shall bear interest to the date of its payment. A
sum determined by the Tribunal to have been underpaid shall not bear interest for any
time period prior to 28 days after the issuance of this Final Opinion and Judgment.
Pursuant to MCL 205.737, interest shall accrue (i) after December 31, 2013, through
June 30, 2016, at the rate of 4.25%, (ii) after June 30, 2016, through December 31,
2016, at the rate of 4.40%, (iii) after December 31, 2016, through June 30, 2017, at the
rate of 4.50%, (iv) after June 30, 2017, through December 31, 2017, at the rate of

336 $23,100,000 x .4517 = $10,434,270.
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4.70%, (v) after December 31, 2017, through June 30, 2018, at the rate of 5.15%, (Vi)
after June 30, 2018, through December 31, 2018, at the rate of 5.41%, (vii) after
December 31, 2018, through June 30, 2019, at the rate of 5.9%, (viii) after June 30,
2019, through December 31, 2019, at the rate of 6.39%, (ix) after December 31, 2019,
through June 30, 2020, at the rate of 6.40%, (x) after June 30 2020, through December
31, 2020, at the rate of 5.63%, (xi) after December 31, 2020, through June 30, 2022, at
the rate of 4.25%, (xii) after June 30, 2022, through December 31, 2022, at the rate of
4.27%, (xiii) after December 31, 2022, through June 30, 2023, at the rate of 5.65%, (Xiv)
after June 30, 2023, through December 31, 2023, at the rate of 8.25%, (xv) after
December 31, 2023, through June 30, 2024, at the rate of 9.30%, (xvi) after June 30,
2024, through December 31, 2024, at the rate of 9.50%, (xvii) after December 31, 2024,
through June 30, 2025, at the rate of 9.47%, and (xviii) after June 30, 2025, through
December 31, 2025, at the rate of 8.66%.

This Final Opinion and Judgment resolves all pending claims in this matter and closes
this case.

APPEAL RIGHTS

If you disagree with the final decision in this case, you may file a motion for
reconsideration with the Tribunal or a claim of appeal with the Michigan Court of
Appeals.

A motion for reconsideration must be filed with the Tribunal with the required filing fee
within 21 days from the date of entry of the final decision. Because the final decision
closes the case, the motion cannot be filed through the Tribunal’'s web-based e-filing
system; it must be filed by mail or personal service. The fee for the filing of such
motions is $50.00 in the Entire Tribunal and $25.00 in the Small Claims Division, unless
the Small Claims decision relates to the valuation of property and the property had a
principal residence exemption of at least 50% at the time the petition was filed or the
decision relates to the grant or denial of a poverty or disabled veterans exemption and,
if so, there is no filing fee. You are required to serve a copy of the motion on the
opposing party by mail or personal service or by email if the opposing party agrees to
electronic service, and proof demonstrating that service must be submitted with the
motion. Responses to motions for reconsideration are prohibited and there are no oral
arguments unless otherwise ordered by the Tribunal.

Alternatively, you may file a claim of appeal with the Michigan Court of Appeals. If the
claim is filed within 21 days of the entry of the final decision, it is an “appeal of right.” If
the claim is filed more than 21 days after the entry of the final decision, it is an “appeal
by leave.” A copy of the claim of appeal must be filed with the Tribunal to certify the
record on appeal. There is no certification fee.

By

Entered: July 15, 2025
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PROOF OF SERVICE

| certify that a copy of the foregoing was sent on the entry date indicated above to the
parties or their attorneys or authorized representatives, if any, utilizing either the mailing
or email addresses on file, as provided by those parties, attorneys, or authorized
representatives.

By: Tribunal Clerk




