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Utah Admin. Rule R861-1A-37, the Tax Commission may publish thisdecision, initsentirety, unlessthe
property taxpayer respondsin writing to the Commission, within 30 daysof thisnotice, specifying the
commer cial information that thetaxpayer wantsprotected. Thetaxpayer must mail theresponsetothe
addresslisted near the end of thisdecision.

Presiding:

Kerry R. Chapman, Administrative Law Judge
Appearances.

For Petitioner: PETITIONER REP. 1, Representative

PETITIONER REP. 2, Representative
For Respondent:  PETITIONER REP. 2, from Salt Lake@y Assessor’'s Office

STATEMENT OF THE CASE

This matter came before the Commission for andniiearing pursuant to the provisions of Utah
Code Ann. §59-1-502.5, on March 1, 2011.
At issue are the fair market values of 11 commeéreiail parcels that comprise the SHOPPING

CENTER, which is located at ADDRESS 1 (STREET) iTX 1, Utah. The Salt Lake County Board of
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Equalization (“County BOE") sustained the valuendtich each of the subject properties was originally

assessed for 2009, as shown on the following chart:

Parcel No. County BOE
Value
-1 ("Parcel #####-1") $$$$$
#HHHH#H-2 (“Parcel #####-2") $$$5$
#HHHH#H-3(“Parcel #####-3") $55$$
HiHHH-4 (“Parcel ####H#-4") $$53S
HHHH#-5(“Parcel #####-5") $3$5$
#HHHH#H-6("Parcel #####-6") $55$$
-7 (“Parcel #HHH#-T") $$$5$
#HHHH-8 (“Parcel ##H#H##-8") $$$5$
H##HE-9 (“Parcel #####-9") $$53S
H##H#-10 (“Parcel ##H#H#- $$55$
10")
H#HHE-11 (“Parcel ##H#HH#- $$55$
11")
Total $$$5$

The County asks the Commission to sustain the sastablished by the County BOE, which total $59$$
the 11 parcels. The taxpayer asks the Commissimedtice the total value of the 11 parcels to $&B&ibto
allocate the total value among the 11 parcels bas¢de square footage of the improvements on paicde!.

APPLICABLE LAW

Utah Code Ann. §59-2-103(1) provides that “[ajfigible taxable property shall be assessed and taxed
at a uniform and equal rate on the basis of itsrfarket value, as valued on January 1, unlesswise
provided by law.”

UCA 8§59-2-1006(1) provides that “[a]ny person dissied with the decision of the county board of
equalization concerning the assessment and edi@tizaf any property, or the determination of any

exemption in which the person has an interest, apggal that decision to the commission . . . ."

-2-
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For a party who is requesting a value that is dhffi€ from that determined by the County BOE to
prevail, that party must: 1) demonstrate that tdae established by the County BOE contains earat; 2)
provide the Commission with a sound evidentiarydfas reducing or increasing the valuation toah®unt
proposed by the partyNelson v. Bd. of Equalization of Salt Lake Coufity8 P.2d 1354 (Utah 1990tah
Power & Light Co. v. Utah State Tax CompB90 P.2d 332, (Utah 197®eaver County v. Utah State Tax
Comm’n 916 P.2d 344 (Utah 1996); abidah Railway Co. v. Utah State Tax CompBnP.3d 652 (Utah
2000).

DISCUSSION

The 11 subject properties comprise the SHOPPINSTER. The improvements on the parcels were
built between 1998 and 2000, with the exceptiothefimprovements on Parcel #####-10, which werk bui
between 2003 and 2005. The parties stipulateditbatnprovements on all 11 subject parcels tothie782
square feet. In 2008, the taxpayer indicates 1Ba&% of the shopping center was vacant, includireg
15,069 square-foot store on #####-5, which hadqauely housed a COMPANY 1 and which has been vacant
for nine years. The taxpayer also indicated tH@QMPANY 2 grocery store, which leased the 57,23 lasgu
foot store on Parcel #####-4, gave notice in 2@d@1(the lien date) that it was going to leaveshepping
center. COMPANY 2 vacated the store in 2010.

The parties disagree on whether the 11 parceidgbe considered an economic unit and valued with
a single income approach. The County contendsetiat parcel should be valued with a separate iacom
approach because each parcel has access to dreerotls on either side of the shopping centecande
separately owned. The taxpayer, however, argatshtd shopping center should be valued as an ggono
unit because it is operated as a unit by the manegecompany hired to manage the shopping center an
because they are owned by the same owner. Thayixalso believes that covenants exist that pilediue

owner selling an individual parcel.
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The taxpayer's income approach is based on tla &otual income, actual vacancy and actual
expenses for the 11 parcels. The taxpayer usadlaents and revenues (minus actual vacancy 6#4pto
arrive at total revenue of $3$$$. As a whole téx@ayer’s actual 2008 rental rates, as shownJamaary 1,
2009 rent roll, are “in-line” with market rents pased by the County in its individual income apphass for
the subject parcels. To the taxpayer’s total reeenf $$$$$, it deducted another 10% ($$$$3$) faketa
vacancy and $$$$$ for expenses to arrive at neabpg income (“NOI”) of $$$$$. The taxpayer capited
the NOI of $3$$$ at %%%%% to arrive at its proposaide of $$$$3.

The taxpayer's income approach needs to be revi¥be taxpayer's revenue already reflects the
actual vacancy of 12.5% that existed in 2008. falkpayer’'s deduction of another 10% ($$$$$) forketar
vacancy is unsupported and appears to be an dfrtbe taxpayer’s income approach is adjusteénaave the
additional 10% of market vacancy, the taxpayengsetl NOI would be $$$$$.

Remaining at issue is whether it would be more@mate to capitalize the revised NOI at %%%%%,
as the taxpayer proposes, or at %%%%%, as the Cprogoses. Capitalizing the $$$$$ at %6%%%% would
result in a total value for the 11 parcels of $&38tiich is lower than their current total valueS#$$3$.
Capitalizing the $$$$$ at %%%%% would result intaltvalue for the 11 parcels of $$$$$, which ghieir
than their current total value of $$$$$. Capitalizthe $$$$$ at %6%%%% would result in a total eahat
approximates the current total value of $$$$$.

The taxpayer stated that it reviewed two repdréd showed that capitalization rates for shopping
centers in the Salt Lake market had increasedd 2®a range between %%%%% and %%%%%. For this
reason, the taxpayer believes that its proposeithtiaption rate of %%%%% is reasonable. Howetres,
taxpayer did not provide the reports so that ild¢dne determined it these rates were more apptedoathe
beginning, the middle, or the end of 2009. In &ddj the County submitted information from Comneerc

CRG indicating that the average capitalization fateetail properties in the Salt Lake market $2%%%%

-4-
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for year-end 2008. Furthermore, the County suleehiix capitalization rate comparables of shoppamgers

that sold along the Wasatch front in 2008 and 2008e rates appear to show two separate groups of
capitalization rates, one group of rates rangirigzeen %%%%% and %%%%% for newer shopping centers
(i.e., built in 1989 or newer) and another groupadés ranging between %%%%% and %%%%% for older
shopping centers (built between 1965 and 1970).

The improvements on the 11 subject parcels welttlmtiveen 1998 and 2005. As a result, it appears
that a capitalization rate at %%%%% or below cdddsupported. The taxpayer indicates that theestibj
property has experienced some difficulty sinceSHOPPING CENTER 2 shopping center opened. The
%%%%% rate proposed by the County is higher thamdtes at which shopping centers of similar atgk so
and would appear to account for these difficultidene of the comparables support the taxpayeogqeed
%%%%% rate. As mentioned earlier, applying an %%8%€apitalization rate to the taxpayer's revised NOI
of $$$$$ results in a total value of $$$$$ for tHeparcels, approximately 500,000 higher than tiogéd
current assessment of $$$$$. The County, howdwges hot ask the Commission to increase the vafiles
subject properties. The County asks the Commigsisnstain the current values. On this basis;tinent
values of the 11 subject parcels, which total $$$8Huld be sustained.

It is noted that the County’s individual incomeagach for each parcel uses market rents derimed, i
many instances, from properties in other shoppergears. There is a concern as to whether the @sunt
rental comparables are located in shopping cemteese the stores, like the subject propertiessegesgated
into individual parcels. If not, the County’s appch may be questionable. However, this concerd net be
addressed in this decision because the taxpaygpi®ach, once revised, supports the total valubeofl 1
parcels and because the County does not ask theniSsion to adjust the value of any one subjectgbafeor

these reasons, the current assessed value ofdgebktgparcel should be sustained.



Appeal No. 10-2103

Kerry R. Chapman, Administrative Law Judge

DECISION AND ORDER

Based upon the foregoing, the Tax Commission fihdsthe current County BOE value for each of

the 11 subject properties should be sustainech®009 tax year. It is so ordered.

This decision does not limit a party's right taosrfral Hearing. However, this Decision and Orddir wi

become the Final Decision and Order of the Comuisghless any party to this case files a writteuest

within thirty (30) days of the date of this decisito proceed to a Formal Hearing. Such a requnesi Ise

mailed to the address listed below and must incthddaxpayer’'s name, address, and appeal number:

Utah State Tax Commission

Appeals Division
210 North 1950 West

Salt Lake City, Utah 84134

Failure to request a Formal Hearing will precludg further appeal rights in this matter.

DATED this

R. Bruce Johnson
Commission Chair

D’Arcy Dixon Pignanelli
Commissioner

KRC/10-2103.int

day of

, 2011.

Marc B. Johnson
Commissioner

Michael J. Cragun
Commissioner
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ATTACHMENT A
11 Subject Parcels Under Appeal

Parcel No.

HH#HHE-1
B2
HHAHHE-3
HHA#HH-4
HHAHHE-S
HH#HHE-6
BT
HH#HHE-8
HHAHE-O
#H###-10
HHAA#-11



