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l. INTRODUCTION

1. This appeal stems from issues surrounding the 2017 assessment for industrial properties in
the City of Regina. Specifically, the City of Regina’s application of the site coverage adjustment to
income sales data (capitalization rate), the inclusion of market determining variables, surplus land,

excess land and the area required for the operation of the improvement.

2. The subject is a 5,100 square foot industrial property located at 2216 E Emmett Hall Road in
Regina. The site comprises 3,480 square feet main floor warehouse space, and 1,620 of upper floor
space. The subject is located in the Ross Industrial neighbourhood and is zoned as medium
industrial 1B as well as having a significant portion of the property fenced-off containing equipment
and dangerous material. The site has a lot size of 87,015 square feet with a building footprint of

3864 square feet resulting in a site coverage ratio of 4.44*

3. The method used in the valuation of the subject is the Income approach through the use of
the City of Regina Industrial Market Model.? The property assessment Income SPSS Detail Report
lists the number of units, vacancy, shortfall, space classification and the corresponding assessment

values.?
4, Altus intends to demonstrate that the assessor has erred in the following regard:

a. the application of a single property assessment capitalization rate is unwarranted

pursuant to legislation and case law,

b. the site coverage calculation omits relevant market variables, legal requirements,

surplus land utility and other attributing market factors,
1. LEGISLATIVE AND ASSESSMENT BACKGROUND

5. The relevant provisions of The Cities Act are as follows:

! Appendix A — pg.17 - Property Map & Pictures
2 Appendix B — pg.21 — Industrial Model
3 Appendix C — pg.41 — Subject Property SPSS Report



163 In this Part:
(f.1) "market valuation standard" means the standard achieved when the assessed
value of property:

M Is prepared using mass appraisal;

(i) is an estimate of the market value of the estate in fee simple in the

property;
(iii)  reflects typical market conditions for similar properties; and
(iv)  meets quality assurance standards established by order of the agency;
(emphasis added)

(f.2) "market value" means the amount that a property should be expected to
realize if the estate in fee simple in the property is sold in a competitive and open
market by a willing seller to a willing buyer, each acting prudently and
knowledgeably, and assuming that the amount is not affected by undue stimuli;

(f.3) "mass appraisal” means the process of preparing assessments for a group of
properties as of the base date using standard appraisal methods, employing common
data and allowing for statistical testing; (emphasis added)

(f.4) "non-regulated property assessment” means an assessment for property other
than a regulated property assessment;

165(1) An assessment shall be prepared for each property in the city using only mass
appraisal.

(2) All property is to be assessed as of the applicable base date.
(3) The dominant and controlling factor in the assessment of property is equity.

(3.1) Each assessment must reflect the facts, conditions and circumstances affecting
the property as at January 1 of each year as if those facts, conditions and
circumstances existed on the applicable base date.

(5) Equity in non-regulated property assessments is achieved by applying the
market valuation standard so that the assessments bear a fair and just
proportion to the market value of similar properties as of the applicable base
date.

203(1) Boards of Revision are not bound by the rules of evidence or any other law
applicable to court proceedings and have power to determine the
admissibility, relevance and weight of any evidence.

210(1) After hearing an appeal, the appeal board may:
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(@) confirm the decision if the board revision;

(b) modify the decision of the board of revision to ensure that:
i.  errors in and omissions from the assessment roll are corrected;
ii. an accurate, fair and equitable assessment for the property is

placed on the assessment roll.
I1l.  ASSESSMENT ROLL BACKGROUND

7. The capitalization rate (CAP) is a ratio developed by taking the Modeled Net Operating
Income and dividing it by the Adjusted Sale Price.

Capitalization Rate = MODELED INCOME
ADJUSTED SALE PRICE

8. The Model indicates the following stratification (pg.45) :

9. The sales stratification adjustment for site coverage applies a negative 0.060 per every
percent below the 30% industry standard imposed by the City of Regina to a minimum of 9%. In
effect, the model applies a maximum of 21% difference in site coverage before a lump sum value for
excess is derived. 21 x -0.060 = -1.26 added to the base CAP rate of 6.862% results in a CAP rate of

5.602%, when site coverage is the only factor.

10. The sales stratification adjustment for building size applies a positive 0.044 per 1,000 square
feet of building area starting at 10,000 square feet up to a threshold cut-off of 50,000 square feet. A
maximum capitalization rate adjustment for building size is +1.76 applied to the base constant

capitalization rate of 6.862 resulting in a combined maximum capitalization rate value of 8.622%.



11.  The rent model developed by the City applies a negative $2.53 per square foot adjustment for
single tenant properties greater than or equal to 65,000 square feet. There is a zone between 50,000
square feet and 65,000 square feet of building area where size is not accounted for by either the
rental analysis or sales analysis.

12.  The City of Regina relied on multiple regression analysis (MRA), which is a statistical tool
used to derive the value of criterion from several independent or predictor variables. It is the
simultaneous combination of multiple factors to assess how and to what extent they affect a certain
outcome. The statistic used to ascertain how well the model fits the data is the R-Squared value.
MRA does not use medians but rather averages in establishing the Beta Coefficients (Predictor
Variables) that are either included or excluded depending on the confidence of the model; which

relates to where the significant variables fall in relation to the indicated alpha statistic.”
IV. APPEAL TO THE BOARD OF REVISION

13.  Altus raises four grounds of appeal to the Board of Revision®:

A. The subject assessment appears to have been developed in error through a
misapplication of the capitalization rate adjustment for building size. Moreover,
the CAP rate size threshold established by the Assessor is maximized or capped
at 50,000 square feet appears notwithstanding 65,000 square feet appears to be
more appropriate.

B. The subject property is considered by the Assessor to be a non-regulated
property pursuant to subsection 163(f.4) of the Cities Act(the Act). As such, the
Appellant is alleging that the subject property has been over assessed as a result
of the subject’s base CAP rate being adjusted in error within the Assessor’s
assessed value calculation. Subsequently, site coverage has been calculated
while failing to account for areas and features that directly limit the availability

of extra or excess land.

4 Appendix D — pg.44— MRA Sources
> Appendix E — pg.55 — Altus’ Lead Notice of Appeal



C. Equity has not been achieved pursuant to subsection 165(5) of the Act. This
legislation speaks to the application of the market valuation standard which in
turn speaks to the use of Mass Appraisal. As such, the Appellant is alleging that
with the Assessor using site specific Cap Rate, he has moved away from the
concept of Mass Appraisal.

D. The Market Valuation Standard has not been achieved for the subject property.
The appellant is alleging here again that with the Assessor using site specific

Cap Rates, he has moved away from the concept of Mass Appraisal.
V. SITE COVERAGE MASS APPRAISAL

14.  This portion of Altus’s submission pertains to an issue of legality as to whether the City of
Regina’s new methodology of attempting to recognize extra or excess land on a site, by developing
a site specific Cap Rate, is conducted in accordance with the Legislation and Saskatchewan case

law.

15.  The City of Regina has employed a new methodology whereby a special site specific
coverage adjustment is being applied to the Assessor’s Modeled Base Cap Rate with the intention of

reflecting excess or extra land that is on a site.

16. In determining the percentage of site coverage, being a major factor within the site specific
coverage formula, the Assessor only considers the foot print of the buildings that are located on site.
Such areas of a site that are covered with canopy’s, fuel tanks(above or below ground), business

signage, garbage bins, etc. are not being considered within the site specific coverage formula.

17.  An example of this footprint issue is that the property that is found in Appendix X, is that
there is around 4,840 square feet of total canopy area and 5 underground tanks and one horizontal
tank. Al of which occupy land area but have not been considered in the site coverage calculation.
Yet, as seen on the SPSS Report, there is also a cost value for the canopies and tanks, which means
on one hand they are being recognized for valuation purposes but not recognized for the site

coverage calculation.



18.  Subsection 163 (f.1) of the Cities Act (the Act) states: market valuation standard means the

standard achieved when the assessed value of property is prepared using mass appraisal.

19.  Subsection 163 (f3) of the Act defines the term mass appraisal as: the process of preparing
assessments for a group of properties as of the base date using standard appraisal methods,

employing common data and allowing for statistical testing.

20.  Subsection 165 (1) of the Act states: An assessment shall be prepared for each property in

the city using only mass appraisal.

21. Subsection 210 (1.1) of the Act states: ....... a non-regulated property assessment shall not

be varied on an appeal using single property appraisal techniques.

22. In the Saskatchewan Court of Appeal case, Sasco Developments Ltd. vs. The City of Moose
Jaw, 2012 SKCA 24°, the Court on pg. 5, made it clear of its understanding of mass appraisal vs site
specific values when it stated on pg. 5, the techniques associated with mass appraisal are grounded
in data common to a group of properties, whereas the techniques associated with single property

appraisal are grounded in the main in data specific to a particular property.

23. The Court in the Sasco case basically ruled that the Board of Revision had originally erred
when it revised the property’s 2009 assessment by using the property’s own site specific

income/expense/occupancy data.
VI.  ARGUMENT

Site Coverage Issue

24.  When Altus first became aware of the site specific cap rate method at an informational
meeting with the Regina Assessors, we were told that this methodology was being used in other
jurisdictions in Canada. Notwithstanding Altus has been unable to establish who are these others
jurisdictions, in para. 54 of the Sasco case, the Court said “these provisions prohibiting variation

using single property appraisal techniques appear to be unique to Saskatchewan.”

6 Appendix F — pg.61 — Sasco Developments Ltd. COA Decision
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25. In para. 12, under the heading of The New Assessment Scheme, the Court spoke in detail of
the process surrounding Mass Appraisal. It emphasized such terms as “a group of properties”; a
group of “similar” properties; and, “the term “common data” may be taken to mean pieces of
information in the form of facts and statistics pertaining to market value and common to a group of

similar properties.”

26.  Altus certainly understands how the Assessor derived the City’s base Cap Rate for the
Industrial Model though the use of Multi- Regression. From our perspective, this was being
consistent with the Mass Appraisal process.

217. It’s when the City then went further by adjusting the base Cap Rate, that had been derived

from a grouping of similar properties, to setting a site specific Cap Rate that concerns Altus.

28. Put another way, this act of deriving a site specific cap rate, for whatever reason, the
Assessor has moved away from the grouping concept that is fundamental to the Mass Appraisal

according to the Court of Appeal in Sasco.

29. From Altus’s perspective, the Assessor seems to be moving to using single property
appraisal techniques which the Court in Sasco observed that the prohibition to use same appears to

be unique to Saskatchewan.

30.  Should the Board of Revision not agree with Altus on this matter by concluding the
Assessors site specific Cap Rates does fall within the frame work of Mass Appraisal, Altus then has

concerns with the methodology itself. Altus will address these concerns as follows.
Extra Land & Bylaw Requirements

31.  The local market demonstrates that industrial land leased for storage rents at significantly
lower levels than what the City of Regina’s Industrial model applies. This is illustrated through

industrial land leases’ and indicated through assessment and real estate authorities.®

7 Appendix G— pg.94 — Site Coverage Example
8 Appendix H — pg.100 - Sauder School of Business — Chapter 10 “Land and Site Analysis”
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32.  Authorities have demonstrated that Surplus Land typically may reflect lower value than
excess land® in addition to the restrictions and limited availability due to market influencers'® such

as:
e Site dimensions
e Site location
e Geotechnical issues
e Topography proximity to sensitive uses
e Access
e Zoning
e Development applications
e Required Exterior Storage for Industrial Properties

33.  The adjustments derived by the City of Regina in its Industrial model appear to have omitted
zoning restrictions, required exterior storage areas and other market predictors in determining the

site coverage.

34.  The subject is zoned IB Medium Industrial.™* This is found on Henderson Drive in Ross
Industrial, north of Ring Road and just south of McDonald Street. The Industrial Zoning Bylaw
Chapter 5 describes the classification, permitted and discretionary uses as well as limitations for

Industrial properties.*?

’ Appendix | — pg.130- Municipal Property Assessment Corporation (MPAC) — “Valuing Land in Transition in Ontario”
10 Appendix J — pg.156— Zoning Map - Bylaw 9250 Chapter 5 Use & Development Regulations

u Appendix B — pg.38— City of Regina Industrial Model — Model Zoning descriptions

2 Appendix K — pg.193- Bylaw 9250 - Parking and Loading Regulations — Chapter 14
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35. Parking and Loading Regulations™ from Bylaw 9250 Chapter 14 explicitly points to the
minimum dimension requirements for industrial properties. Specifically, Table 14.7 discusses off-
street parking requirements. Section 14C describes Loading Regulations For All Land Uses and in
Table 14.8 provides the specific dimensions required for Industrial docking locations. This
necessary land use in support of the existing improvement is legally binding pursuant to legislation
passed by local council. This area is not accounted for in the determination of the site coverage
calculation. Further, these industrial locations in many instances require outdoor area for storing
supplies. As directed by industry authorities, surplus land is different from excess land. As a result,

much of the area found in the sites in question, ie: the sales, do not in fact have extra land.

36. Land attributed to the zoning regulations and parking requirements are functionally required
for the operation of the property and therefore should be accounted in the site coverage calculation

as neither surplus nor excess land.
37.  Sources from the Sauder School Business Land analysis state™*:

“Surplus land is not currently needed to support the existing improvement and cannot be
separated from the property and sold off. Surplus land does not have an independent highest

and best use and may or may not contribute value to the improved parcel.”
38.  Sources from MPAC state’®:
“Surplus land is not currently needed to support the existing improvement, but it cannot be

severed or separated from the property and sold off. Surplus land does not have an

independent market value and may or may not contribute value to the improved parcel.”
VIlI. CONCLUSION

39.  The Assessor’s transition away from Mass Appraisal is apparent through the use of site
specific variables and contradicts what the Court has found in the Sasco case. If the Board of

Revision finds that the Assessor did not err in its methodology of applying curves then the Appellant

B Appendix L — pg.229—- SAMA Warehouse Model
1 Appendix | — pg.100 - Sauder School of Business — Chapter 10 “Land and Site Analysis”
B Appendix J — pg.130— Municipal Property Assessment Corporation (MPAC) — “Valuing Land in Transition in Ontario”
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asserts that error has been demonstrated by way of exclusion of market factors that limit or reduce
the value surplus land, omitting differences in the value achievable for secured storage area as well

as the exclusion of bylaw and zoning requirements.

40.  The industry has recognized the difference between industrial and surplus land. Various
authorities support the consideration and inclusion of site influencing factors including zoning bylaw
requirements as well as the recognition that surplus land may or may not add value to the parcel the

same way purely vacant land would in the marketplace due to its limited utility.

L 18(1)(b)

VIll. SUMMARY

e Assessment Authorities emphasize the difference between surplus and excess land and
suggest that the value may or may not be the same between the different types.

e Land leases show that land is being rented for significantly less than what one would achieve

if the industrial parcel was completely bare or considered excess land.

e Zoning restrictions and limitations must be considered in the determination of surplus and

excess land and in the determination of the site coverage calculation.
IX. REMEDY

42. That the Board of Revision find the Assessor has erred in the valuation of the subject

property and that Altus has met its onus in demonstrating an error with the model.

43.  The Appellant respectfully requests the Board of Revision find that the Assessment is found
in excess and that variables limiting site coverage and influencing market value be accounted for in

the various capitalization rate calculations.

16 Appendix M — pg. 273 — Confidential - Land Leases
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ALL OF WHICH IS RESPECTFULLY SUBMITTED this 25th day of April, 2017.
ALTUS GROUP LIMITED

Per:

Agent for the Appellant
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Industrial

IDENTIFICATION of MODEL AREA

The Industrial model is an income model that values the majority of properties that are zoned for industrial uses (1A,
1A1, 1B, IP, IT, RR and WH). Properties with these zoning designations that are considered special purpose in nature
or for which there is little or no available market data (rents or sales) are valued outside of this madel using the Cost
Approach to Value.

The Industrial model is applied to those properties which are primarily located within the City of Regina‘s (the City’s)
Industrial study areas (5201, 5203, 5204, 5205, 5206, 5207 and 5208). As a result of the market analysls for the 2017
revaluation it was determined that there were five distinct industrial study neighbourhoods located within the City's
municipal boundaries, each with varying types and ages of commerctal buildings, land sizes and locational
characteristics. These neighbourhoods are defined on the enclosed map and individually described below.

Zoning Descriptions

Properties valued by the Industrial model refiect numerous zoning classifications. The following are cursory,
generalized descriptions only and are not meant to reflect complete details concerning the predominant zonings found
within the City’s industrial study area:

» IA, IA1 - Light Industrial: accommodates the manufacturing of finished products or parts predominantly from
previously prepared materials. The IA1 zone is confined to existing industrial properties that are located on the
fringes of the Inner City

= IB, IB1 - Medium Industrial: allows for manufacturing, processing, assembly, distribution, service and repair
activities that require outdoor use and sterage. This zoning is restricted to locations on the interior of industrial
neighbourhoods along collector roadways

= IC, IC1 - Heavy Industrial: industrial uses which, due to appearance, noise, odour, risk of emission of toxic
waste, risk of fire or explosion hazards, etc. are incompatible with commercial, residential and other land uses.
Accordingly, new office, business and retail uses within this zone are limited. Development with direct access to
local and collector residential streets is not allowed in this zone

- IP - Prestige Industrial Service: accommodates industrial and refated business service uses that incorporate
high standards of design, landscaping and open space. The IP zone is found in locations that are visible, have
adequate facilities and services and will provide a buffer for adjacent residential and commercial uses

¢ IT = Industrial Tuxedo Park: provides for light to medium industrial uses, including commercial and service, on
those properties located in Tuxedo park

» LP — Logistics Park: specialized industrial park that supports transportation and logistics related development
and complementary industrial and commercial uses.

» WH - Dewdney Avenue Warehouse: intent is the preservation of the warehouse character through retention
and reuse of existing warehouses. Accommodates a wide range of administrative, service, retall, wholesale and
light manufacturing uses

22
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= RR - Railway Zone: regulate land uses that are directly associated with transportation by railroad, switching
and terminal operations

Neighbourhood 5201

Nelghbourhood 5201 is comprised of three small pockets encompassing all industrial zoned parcels located within the
boundaries of North Central Regina. The west most pocket is located on the south side of the CN tracks, west of
Albert Street and North of 15t Avenue. The central pocket is situated on the north side of the CN tracks between the
laneway east of Albert Street and the laneway immediately west of Scarth Street with 1%t Avenue North providing its
northern boundary. The east pocket is likewise located north of the CN tracks with Winnipeg Street as its easten
boundary and 5% Avenue North as its northern most boundary.

The properties situated in this neighbourhood are zoned 1A, 1A1 (light industrial) and IB (medium industrial) and
feature, for the most part, small light industrial properties.

64% of the industrial buildings found in this neighbourhood were constructed in the 1960s and 1970s reflecting an
average year built of 1976. Buildings range in size from approximately 600 square feet to 45,500 square feet with an
average size of approximately 7,500 square feet.

Improved lot sizes range from approximately 2,000 square feet to 4.40 acres with an average lot size of 21,500
square feet.

Neighbourhood 5203

Neighbourhood 5203 is known as the Ross Industrial Park and is the largest industrial area in the city. This area
encompasses the City’s northeast corner and is roughly bordered by Winnipeg Street to the west, the CN tracks to the
southwest, CP tracks to the southeast, the eastern municipal boundary of the city to the east and the northern
municipal boundary of the city to the north.

The northern one-third of this neighbourhood is almost entirely occupied by the Consumers’ Co-operative Refineries
(CCRL). Imperial Qil, Enbridge Pipelines and several other large oil tank farms are located along the west boundary of
this neighbourhood and abut the southem boundary of the CCRL property. The Ross Industrial Park features a broad
mixture of zones with the majority of properties (85%) zaned IA (light industrial) or IB (medium industrial). There are
36 IC (heavy industrial), 15 IP (prestige industrial) and 22 properties zoned RR (railway). This neighbourhood
comprises a broad range of property sizes, types and uses from light to heavy and prestige industrial. Property uses
include small workshops to large manufacturing operations, chemical processing, mega warehousing (>200,000
square foot buildings), industrial, office, retail and restaurant uses necessary to service the area.

The majority of the buildings situated in this neighbourhood {52%) were constructed in the 1970s and 1980s with a
further 29% being constructed since 2000. The average year built for buildings in this neighbourhood is 1982.
Buildings range in size from approximately 110 square feet to 395,000 square feet with an average size of 25,500
square feet.

23
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Improved lot sizes range from approximately 6,000 square feet to 337 acres with an average lot size of eight acres.

Neighbourhood 5204

Neighbourhood 5204 is located immediately adjacent to the southwest corner of the Ross Industrial Park and
encompasses all industrial zoned properties that are located along its west, south and eastern borders. Specifically
along the east side of Winnipeg Street (west border), between the CP tracks and 7th Avenue (south border), and along
the west side of McDonald Street (east border). These properties are primarily zoned IA and IA1 (light industrial).
Three of the 127 properties in this neighbourhood are zoned IB (medium industrial).

71% of the buildings in this neighbourhood are small industrial buildings which were constructed in the 1950s through
1980s reflecting an average year built of 1969. Buildings in this neighbourhood range In size from approximately 222
square feet to 28,000 square feet with an average size of 4,750 square feet.

Improved lot sizes range from approximately 3,100 square feet to 1.83 acres. The average lot size in this
neighbourhood is 12,500 square feet.

The analysis completed for the 2017 revaluation resulted in a decision to combine the 31 available rents for
neighbourhood 5204 with the 201 rents from neighbourhood 5205.

Neighbourhood 5205

Neighbourhood 5205 is located in central Regina just north of the downtown core. This area Is referred to as the Old
Warehouse District and is bordered on its south side by the CP tracks abutting the north side of Saskatchewan Drive,
4t Avenue to the north, Albert Street to the west and Winnipeg Street to the east. This area is somewhat transitional
in nature with many properties being used for a mix of general commercial uses including retail, office, nightclubs and
residential condominiums,

The majority of the properties on this neighbourhood (85%) are zoned IA, 1A1 (light industrial) and 18 (medium
industrial) and feature, for the most part, small light industrial properties with bulldings constructed from the 1910s to
2015 with the majority (64%) being built in the 19505 through the 1980s, reflecting an overall average year built of
1960. The area along Dewdney Avenue abutting the CP rail yards (between Albert and Broad Streets) features larger
mill style warehouses constructed in the early 1900s. This section is zoned WH which as noted earlier, is a zoning
designation that is intended to preserve the character of these buildings, many of which are now used for restaurant,
nightclub, office and residential uses. Five of the properties in this neighbourhood are zoned RR.

Buildings range in size from approximately 150 square feet to 333,000 square feet with an average size of 18,500
square feet. Improved lot sizes range from approximately 2,200 square feet to 22.50 acres with an average lot size of
45,950 square feet.

24
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Buildings range in size from approximately 150 square feet to 170,000 square feet with an average size of 16,100
square feet,

Improved lot sizes range from approximately 1,900 square feet to 12.30 acres. The average lot size in this
nelghbourhood is 1.47 acres.

Neighbourhood 5208

Neighbourhood 5208 is the City’s newest industrial area and is located on land annexed to the City extending west of
the city along the CP tracks. This area, now referred to as the Global Transportation Hub or GTH, is bordered by West
Boundary Road to the west, the Sakimay Reserve to the east, Dewdney Avenue to the north and the CP tracks to the
south.

The majority of this neighbourhood is zoned LP (logistics park) and is intended to accommodate Inter-modal shipping,
trucking and mega-style warehousing on large sites, Loblaws has developed and is operating a one-million+ square
foot inter-modat shipping centre in this neighbourhood. Smaller distribution facilities have been developed over the
past six years. The southern portion of this neighbourhood Is zoned RR (railroad) and houses Canadian Pacific
Railway's inter-modal facility.

Buildings range in size from approximately 100 square feet to 1,054,000 square feet with an average size of 252,000
square feet.

Improved lot sizes range from approximately 1,100 square feet to 298.81 acres. The average lot size in this
neighbourhood is 58.8 acres.

MAP

26
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Each year, the City Assessor requests copies of rent rolls for all non-residential properties in the City of Regina. The
data for the development of the mass appraisal net rent model came from the data provided in these returned rent

rolis.

A total of 882 net and effective net rents were analyzed using multiple regression analysis. The rent model is an
additive model that predicts rents based on the lease area size, building and space classification, location and effective
age of building. The following table provides a breakdown of these rents along with general statistical measurements.

Industrial Rent Statistics

Strata

Overall

Office Lease Space In a Loft Bullding

Restaurant or Retail Lease Space in a Loft
Building

Warehouse Lease Space in a Loft Building
Single Tenant Retail Lease Space

Single Tenant Office Lease Space
Freestanding Fast Food Restaurant
Single Tenant Warehouse Lease Space
Single Tenant Industrial Flex Lease Space
Single Tenant Service Repair Lease Space

Single Tenant Unheated Warehouse Lease
Space

Vacancy and Shortfall

Count Mean
882 $9.79
19 $10.83
24 $9.09
3 $2.33
73 $10.57
71 $12.82
3 $29.36
365 $9.25
313 $9.51
6 $9.38
5 $5.68

Median Minimum Maximum
$9.52 $1.09 $36.17
$12.50 $3.24 $18.00

$8.14 $4.60 $16.00

$1.39  $1.09 $4.50

$10.68  $4.13 $15.00
$11.44  $2.35 $36.17
$20.00 $26.00  $33.00
$9.19  $2.08 $22.75
$9.50  $3.20 $21.94
$8.75  $4.07 $17.55

$5.75 $5.00 $6.36

Typical 2015 base date vacancy and shortfall adjustments were estimated from the returned rent rolls from property
owners, The overall industrial vacancy rate were estimated as follows:

Rent Type N Sum (sqft)
OWNER 170 1,055,810
TENANT 1,109 7,025,273
VACANT 93 403,808

29
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Economic Capitalization Rates were estimated by dividing the predicted base date net operating income (generated
from the net rent model) by the adjusted sale prices for all qualified industrial sales. Sales used in this analysis
occurred between January 1, 2011 and December 31, 2014. These sales have been confirmed as appropriate for
sales analysis purposes through a sales verification process which included the mailing of questionnaires to all vendors
and purchasers with further follow-up and field inspection of the sold properties, as required.

Sales have been adjusted for non-realty items and other significant factors, when warranted. Sales were also
adjusted to the base date of January 1, 2015, The indicated time adjustment was approximately 1.3% per month for
the first 28 months (January 2011 to April 2013) and no further adjustment for sales occurring after April 2013,

The economic capitalization rate analysis involved 136 sales, detailed in the following table.

ACCOUNT ADDRESS SALE SALE  ADJUSTED SALE  PREDICTED ECONOMIC
YEAR MONTH PRICE INCOME CAP

10013922 290 HODSMAN 2012 8

ROAD 1,180,931 57,876 4.90
10013945 315 HODSMAN 2013 2

ROAD 1,026,167 64,200 6.26
10013946 325 HODSMAN 2014 5

ROAD 999,998 62,000 6.20
10013951 100 N MCDONALD 2012 12

STREET 14,005,179 432,300 3.09
10013957 125 HENDERSON ~ 2011 3

DRIVE 1,201,585 60,700 5.05
10013976 370 N LONGMAN 2014 5

CRESCENT 574,999 29,500 5.13
10013978 350 N LONGMAN ~ 2011 1

CRESCENT 992,093 61,300 6.18
10013978 350 N LONGMAN 2012 8

CRESCENT 1,194,481 61,300 5.13
10013990 235 N MCDONALD 2014 2

STREET 1,649,997 113,600 6.88
10014003 1110 E PETTIGREW 2012 11

AVENUE 13,013,865 868,100 6.67
10018417 502 QUEBEC 2011 4

STREET 381,754 14,300 3.75
10018420 464 QUEBEC 2013 6

STREET 711,999 31,400 4.41
10018435 353 QUEBEC 2014 3

STREET 150,000 17,900 11.93
10018441 370 QUEBEC 2014 8

STREET 275,000 13,800 5.02
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10018633 420 HOFFER DRIVE 2012

10018657 515 MCDONALD 2011
STREET

10018662 435 MCDONALD 2011
STREET

10018674 580 PARK STREET 2013

10018682 264 E 1ST AVENUE 2012

10018688 909 E PETTIGREW 2012

AVENUE

10018689 1105 E PETTIGREW 2011
AVENUE

10018690 1117 E PETTIGREW 2011
AVENUE

10018693 1405 E PETTIGREW 2011
AVENUE

10018705 380 HENDERSON 2013
DRIVE

10018717 445 MAXWELL 2011
CRESCENT

10018718 435 MAXWELL 2011
CRESCENT

10018733 205 N LEONARD 2013
STREET

10018736 705 HENDERSON 2012
DRIVE

10018744 380 MAXWELL 2011
CRESCENT

10018745 1150 E WEAVER 2011
STREET

10018747 1130 E WEAVER 2011
STREET

10018752 470 MAXWELL 2013
CRESCENT

10021967 645 ANGUS STREET2013

10021970 620 ANGUS STREET 2012

http://www.regina.ca/residents/assessment/market-models/industrial

11

10

10

12

11

11

5,212,196

708,258

1,382,556

8,949,984

1,685,532

2,323,242

1,821,351

4,384,509

2,728,104

1,579,997

2,042,667

3,067,669

2,794,995

7,469,747

1,606,696

1,246,187

983,649

1,149,998

945,998

777,632

458,700

41,500

60,300

502,500

99,700

123,100

115,200

355,200

153,800

69,700

88,900

174,500

154,300

374,000

66,300

62,700

41,500

68,300

50,300

43,100

8.80

5.86

4.36

5.61

5.92

5.30

6.32

8.10

5.64

4.41

4,35

5.69

5.52

5.01

4.13

5.03

4,22

5.94

5.32

5.54
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10022100 2350 2ND AVENUE 2013

10022138 805 TORONTO 2011
STREET

10022390 805 WINNIPEG 2012
STREET

10022453 310 E 4TH AVENUE 2012

10022463 942 PARK STREET 2012

10022516 1750 E MACRAE 2014
DRIVE

10022528 1507 E ROSS 2012
AVENUE

10026892 1835 5TH AVENUE 2013

10026894 1140 ROSE STREET 2013

10026927 1430 MCINTYRE 2012

STREET

10026930 1374 MCINTYRE 2012
STREET

10026936 1324 MCINTYRE 2011
STREET

10026940 1333 MCINTYRE 2012
STREET

10026960 1428 LORNE 2012
STREET

10026998 1366 CORNWALL 2013
STREET

10027014 1355 CORNWALL 2012
STREET

10027017 2139 8TH AVENUE 2013

10027056 1431 SCARTH 2013

STREET

10027119 1255 CORNWALL 2012
STREET

10027154 1401 ST JOHN 2013
STREET

http://www.regina.ca/residents/assessment/market-models/industrial

5

10

11

12

10

10

11

2

2,599,995

1,110,330

1,251,660

2,483,941

2,186,726

849,998

2,353,830

1,249,998

364,999

1,579,531

333,861

349,772

226,921

302,562

384,999

789,366

453,745

385,999

539,193

1,049,998

220,285

78,700

65,100

209,800

139,500

35,200

165,500

111,300

16,800

73,100

11,600

26,816

20,800

15,500

15,800

34,000

16,000

15,700

31,000

77,500

8.47

7.09

5.20

8.45

6.38

4.14

7.03

8.90

4.60

4.63

3.47

7.67

9.17

5.12

4.10

431

3.53

4.03

5.75

7.38
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10027197 1361 HALIFAX
STREET

10027200 1625 8TH AVENUE

10027246 1516 6TH AVENUE

10027247 1136 ST JOHN
STREET
10027266 1162 OSLER
STREET
10027267 1148 OSLER
STREET
10027272 215 7TH AVENUE

10027290 555 7TH AVENUE

10027298 1335 BRODER
STREET
10027321 1326 ATKINSON
STREET
10027327 1349 WALLACE
STREET
10027343 1337 WINNIPEG
STREET
10027348 980 DEWDNEY
AVENUE
10027354 728 DEWDNEY
AVENUE
10027919 1025 WINNIPEG
STREET
10027920 1037 WINNIPEG
STREET
10027925 135 6TH AVENUE

10027980 1420 FLLEURY
STREET

10027982 1410 FLEURY
STREET

10027987 580 E DEWDNEY
AVENUE

http://www.regina.ca/residents/assessment/market-models/industrial

2012

2013

2011

2011

2013

2012

2013

2013

2013

2014

2012

2013

2013

2014

2012

2011

2013

2013

2014

2013

11

11

11

11

11

461,066

1,507,286

327,218

871,882

2,869,572

1,219,741

741,999

159,499

374,999

250,000

219,006

229,612

1,899,997

416,999

357,988

483,115

1,628,247

2,669,995

1,999,996

1,465,997

50,200

76,000

29,300

34,200

192,700

79,100

42,800

7,400

23,900

25,100

11,400

12,700

79,700

16,800

10,500

29,700

103,600

183,400

80,100

77,500

10.89

5.04

8.95

3.92

6.72

6.48

5.77

4.64

6.37

10.04

5.21

5.53

4.19

4.03

2.93

6.15

6.36

6.87

4.01

5.29
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1842 MACKAY
STREET
10033920 1740 FRANCIS
STREET
10033928 535 E 12TH
AVENUE
10059440 127 HODSMAN
ROAD
10059441 129 HODSMAN
ROAD
10059451 332 HODSMAN
ROAD
10059725 1135 E WEAVER
STREET
10065679 1347 WINNIPEG
STREET
10070876 1168 WINNIPEG
STREET
10070876 1168 WINNIPEG
STREET
10070877 1170 WINNIPEG
STREET
10070879 1180 WINNIPEG
STREET
10086976 1301 OSLER
STREET
10091137 1330 OSLER
STREET
10091223 1201 LORNE
STREET
10093003 390 N LONGMAN
CRESCENT

2012

2012

2013

2013

2014

2011

2013

2012

2012

2013

2014

2013

2013

2013

2012

10093276 310 E 6TH AVENUE 2012

10093276 310 E 6TH AVENUE 2014

10113530 505 PARK STREET 2013

10113531 535 PARK STREET 2014
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10

12

10

11

10

10

5

824,999

650,556

994,130

215,000

180,000

266,865

555,762

280,000

270,144

373,349

528,999

459,999

1,549,997

1,149,998

1,399,998

1,718,725

1,757,814

2,099,996

2,589,995

3,699,993

47,200

44,200

62,300

9,100

8,900

11,600

33,000

13,826

19,000

19,000

33,900

25,500

95,100

63,800

105,000

91,200

132,900

132,900

166,900

320,200

572

6.79

6.27

4.23

4.94

4.35

5.94

4.94

7.03

5.09

6.41

5.10

6.14

5.55

7.50

5.31

7.56

6.33

6.44

8.65
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10271847 404 DEWDNEY 2013 12

AVENUE 321,599 16,500 5.13
10271848 402 DEWDNEY 2013 10

AVENUE 324,999 16,500 5.08
10271849 414 DEWDNEY 2014 10

AVENUE 689,999 32,300 4.68
10271850 400 DEWDNEY 2014 9

AVENUE 409,999 18,400 4.49

The reconciliation process for determining the industrial economic capitalization rates applied to each property
involved the use of Multiple Regression Analysis. The variables that were determined to affect the economic
capitalization rate were the Industrial Light Manufacturing building type, effective age, site coverage ratio and total
building area <> 10,000 square feet, which was supported by a consultation process with individuals active in the
Regina real estate market. Industry recognized published capitalization rate data were also reviewed. The economic
capitalization rates are as follows:

Overall Capitalization Rates

Description Rate
Base Cap Rate 6.862
Condo -1.101
Site Coverage Adjustment, Less than 30%, to minimum 9% -.060
Area Adjustment, from 10,000, per 1000sqft, to 50,000 044
Industrial Light Manufacturing Type Adjustment -.940

Adjustments Outside the Model
Extra Land

Extra Land is the difference between a property’s actual parcel size, and the maximum parcel size that would be
required to accommodate the existing Improvement.

Site coverage in the Industrial model ranges from 6% to 88%. The median site coverage Is 30%. When site
coverage is less than the median value, the Capitalization Rate for the building is adjusted according to the results of
the regressed Capitalization Rate model, to a minimum of 9% site coverage.

When the site coverage ratio is less than 9%, then:

38
http://www.regina.ca/residents/assessment/market-models/industrial 4/24/2017



Industrial - City of Regina Page 18 of 18

Extra Land Value = (Lot Size-(building foot print / .09))/Lot Size*Land Assessment

MODEL TESTING

In mass appraisal, the most effective means of evaluating the accuracy of assessed values is a ratio study. A ratio
study compares the assessed values produced by the valuation models to arm'’s length sale transactions in the
marketplace.

The legisiated statistical requirement affecting the assessment of commercial properties in Saskatchewan is for the
median ratio of & city-wide assessment-to-sales study to be within the range of 0.95 to 1.05.

The median assessment-to-sales ratio and Coefficient of Dispersion for this Industrial valuation model is provided
below:

Assessment to Sales Summary Results

Number of Sales 136
Median Assessment to Sale Price Ratio (ASR) 0.976
Coefficient of Dispersion (COD) 23.20%
Other Adjustments

Extra Land

Extra Land is the difference between a property’s actual parcel size, and the maximum parcel size that would be
required to accommodate the existing improvement.

Site coverage in the Industrial model ranges from 6% to 88%. The median site coverage is 30%. When site
coverage Is less than the median value, the Capitalization Rate for the building is adjusted according to the results of
the regressed Capitalization Rate model, to a minimum of 9%.

When the site coverage ratio is less than 9%, then:

Extra Land Value = {(9 - site coverage ratio) / 9) x Land Value

© 2017 City of Regina
Privacy Policy | Terms of Use
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Bylaw 9250 acknowledges the purpose and requirements for 1B zoned properties.

Industrial zone land leases demonstrate significantly lower rates than vacant land.

B. Issue of Site Coverage

The City of Regina has employed a new methodology whereby a special site
specific coverage adjustment is being applied to the Assessor’s Modeled Base
Cap Rate with the intention of reflecting extra and excess land that is on a site.

In determining the percentage of site coverage, being a major factor within the
site specific coverage formula, the Assessor only considers the foot print of the
buildings that are located on site. Such areas of a site that are covered with
canopy’s, fuel tanks(above or below ground), business signage, garbage bins,
docking zones, storage, etc. are not being considered within the site specific
coverage formula.

Nor, what has not been considered within the site specific coverage formuia is the
fact that there are City Bylaws that require a property owner to provide a certain
level of parking areas for both tenants and customers. This also means that a
certain area of the land would also be required for the movement of automobiles.

C. Equity

Subsection165 (5) of the Act states that: equity in non-regulated property
assessments is achieved by applying the market valuation standard so that the
assessments bear a fair and just proportion to the market value of similar
properties as of the applicable base date.

D. Market Value Standard

Subsection 163 (f.1) of the Act states: market valuation standard means the
standard achieved when the assessed value of property is prepared using mass
appraisal.

Subsection 163 (3) defines the term mass appraisal as: the process of preparing
assessments for a group of properties as of the base date using standard
appraisal methods, employing common data and allowing for statistical testing.

In the Saskatchewan Court of Appeal case, Sasco Developments Ltd. vs. The City
of Moose Jaw, 2012 SKCA 24, the Court on pg. 5, made it clear of its
understanding of mass appraisal vs site specific values when it stated on pg. 5, the
techniques associated with mass appraisal are grounded in data common to a
group of properties, whereas the techniques associated with single property
appraisal are grounded in the main in data specific to a particular property.
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Results of Pre-filing Discussion with the Assessor’s Office @ City Hall - 9: 30
AM March 3rd, 2017.

Assessor’s Present: Gerry Krismer & Aaron Homes - Binns.
Altus Agent’s Present: Archie Fieldgate and Ryan Simpson.
Issue: Site Coverage/ Moving Cap Rate

Discussion: Altus is questioning the validity of the moving Cap Rate that is
triggered by a site coverage formula.

The City holds the position that what they are doing is correct and claims to have
plenty of data to support the Methodology.

Result of Discussion: This issue would need to proceed through the Appeal
process.

Altus: Archie Fieldgate
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CAMERON J.A.

[1] Thisis an appeal from a decision of the Assessment Appeals Committee
of the Saskatchewan Municipal Board regarding the 2009 assessed value for
municipal tax purposes of the Heritage Inn, a hotel located in the City of
Moose Jaw and owned by Sasco Developments Ltd.

[2] The value of the land and building associated with the operation of the
hotel was assessed by the Saskatchewan Assessment Management Agency.
This agency, known as SAMA, serves by local appointment as the assessor for
a number of cities, including the City of Moose Jaw. As such, SAMA assessed
the value of the property at $8,777,300. Sasco Developments then appealed to
the City’s Board of Revision on the ground the valuation was excessive. The
Board agreed and reduced it to $5,257,704. With that, the City and SAMA
appealed to the Assessment Appeals Committee, The Committee decided the
Board of Revision had erred and therefore set aside its decision and restored

the original assessment.

[3} Sasco Developments then brought the appeal now before the Court. It
did so with leave granted pursuant to section 33.1 of The Municipal Board Act,
S.8. 1988-89, c. M -23.2, which provides for appeal, with leave, on questions
of law or jurisdiction. In general the appeal was taken on the grounds the
Committee erred in law, by misinterpreting or misapplying the relevant
assessment provisions of The Cities Act, S.S. 2002, ¢. C-11.1, and failed to
exercise its jurisdiction properly by failing to fully address the case before it.
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k. The Cities Act

[4] The relevant assessment provisions of the Act are those that call for
non-regulated property assessment (which involves estimating the market
value of property using standard appraisal methods), as distinct from
regulated property assessment (which involves determining the fair value of
property using the formulas, rules, and principles found in the Saskatchewan
Assessment Manual). The relevant provisions call upon assessors to estimate
the market value of property as of a given date by means of mass appraisal and
in keeping with a defined market value standard. Unlike single property
appraisal, which entails the valuation of a particular property, mass appraisal
entails the systematic appraisal of a group of properties based in significant

part on market value data commeon to the group.

[5] It is these provisions that underlie the questions of law to which the
appeal gave rise. They are found in sections 163 and 165 of Part X of the Act.

163 In this Part;

(£1) “market value standard” means the standard achisved when the assessed
value of property:

(i) is prepared using mass appraisal;

(ii) is an estimate of the market valve of the estate in fee simple in the

property;

(iii) reflects typical market conditions for similar properties; and

(iv) meets quality assurance standards established by order of the agency,
(£2) “market value” means the amount that a property should be expected to
realize if the estate in fee simple in the property is sold in a competitive and open

market by a willing seller to a willing buyer, each acting prudently and
knowledgeably, and assuming that the amount is not affected by undue stimuli.
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-3.

(£.3) “mass appraisal” means the process of preparing assessments for & group of
properties as of the base date using standard appraisal methods, employing
common data and allowing for statistical testing.

165(1) An assessment shall be prepared for each property in the city using only
mass appraisal,

(2) All property is to be assessed as of the applicable base date.
(3) The dominant and controlling factor in the assessment of property is equity

(5) Equity in non-regulated property assessments is achieved by applying the
market valuation standard so that the assessments bear a fair and just proportion to
the market value of similar properties as of the applicable base date.

[6] The definitions appearing in paragraphs (f.1) to (£.3) of section 163,
together with the provisions appearing in subsections 165(1) and (5), were
enacted in 2006 (S.S. 2006, c. 4, ss.13 and 15). They served to introduce the
ideas, new to Saskatchewan, of assessing the market value of property using
standard appraisal methods. As such, they introduced something of a new

scheme of assessment.
IL. The New Assessment Scheme

[7]1 While the scheme was introduced in 2006, it did not take effect until the
beginning of 2009, when all properties in the province fell to be revaluated.
The scheme contemplates estimating the market value of “the estate in fee
simple” in property, a term that is taken in the work-a-day world of
assessment to mean the land and building, or the real estate. More particularly,
the scheme contemplates estimating market value using standard appraisal

methods.
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[81 There are three such methods. They are the income method, the cost
method, and the comparable sales method. Of the three, the income method is
preferred in relation to the assessment of hotel property. This is so because
hotels are revenue-producing properties that are typically built or bought
based upon their income-producing or investment potential. Hence this
method contemplates determining the annual net operating income that a hotel
property can be expected to generate in the market place, and then dividing
that amount by an appropriate capitalization rate, or a rate, used to convert

future income to present value, reflective of anticipated return on investment.

91 Suppose, for example, that a hotel property may be expected to generate
annual net operating income of $600,000 and a capitalization rate of 10%,
or .10, is used for this conversion. Dividing the one by the other yields the
figure of $6,000,000. Assuming that each of the annual net operating income
and the capitalization rate has been determined appropriately, the market
value of the property may be taken to be $6,000,000 on the premise this is the
amount a prudent and knowledgeable buyer dealing at arm’s length could be
expected to pay for the property if seeking a return on investment of 10%.

[10] The example begs the question of how a municipal assessor, called upon
to estimate the market vatue of a hotel property using the income method of
appraisal, is to determine both annual net operating income and an appropriate
capitalization rate. Let us address this subject having regard for the process
of mass appraisal and its implications in this regard.

[11] To begin with, the income method draws upon the same basic principles
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in relation to both mass appraisal and single property appraisal. However, the
appraisal techniques vary appreciably from the one to the other. Among other
things, the techniques associated with mass appraisal are grounded in data
common to a group of properties, whereas the techniques associated with
single property appraisal are grounded in the main in data specific to a
particular property. This is of considerable significance for two reasons. First,
because the “market valuation standard” defined in section 163 must be met,
and can only be met if the assessed value of a property is “prepared using mass
appraisal.” Second, because subsection 165(1) explicitly states that an
assessment shall be prepared for each property “using only mass appraisal.”

[12] Mass appraisal is defined in section 163 to mean the process of
preparing assessments for a group of properties using standard appraisal
methods, employing common data and allowing for statistical testing. Read in
context, the term “a group of properties” may be taken on application to mean
a group of “similar” properties. And the term “common data” may be taken to
mean pieces of information in the form of facts and statistics pertaining to

market value and common to a group of similar properties.

[13] Hence, mass appraisal of hotel properties, using the income method
adapted to this end, entails gathering such pieces of information for the
threefold purpose of (i) classifying and grouping hotel properties by similarity,
a process known as stratification; (ii) establishing the common data base
requisite to the determination of the annual net operating income that a hotel
property in a group of similar properties can typically be expected to generate

in the market place; and (iii) selecting an appropriate capitalization rate.
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(i) stratification

{171 The information pertaining to such things as hotel location, physical
characteristics, amenities, occupancy rates, and so on enabled SAMA to
compile the common data needed to classify and group hotel properties by
similarity. Based thereon SAMA classified a number of hotel properties as
“Primary Accommodations.” Some of these, otherwise similar in many
respects, offered a limited range of services whereas others offered a full
range of services and amenities, meaning they not only had rooms for rent on
a daily basis but also had dining rooms and lounges and bars, meeting rooms,
and so on. Those that offered services such as these were further classified as
“Full Service Hotels”, and SAMA placed them into one of two groups,
depending in significant part on variations in location and occupancy rates.
The two groups were identified as “Major Urban With Rest./Bar” and “Minor
Urban With Rest./Bar.”

[18] With that, we may turn to the second purpose for which SAMA gathered
the information, namely to establish the data base for determining annual net

operating income when assessing the value of such hotel properties.

(i1) annual net operating income

[19] The information pertaining to the likes of the number and kinds of
rooms available, room charges, occupancy rates, and revenue and
expenditures attributable to room rentals, enabled SAMA to compile common

data related to room rental income and, on analysis, to put the data to use.
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Having regard for such common data as room types, median posted room rates,
median occupancy rates, and median ratios of income to expense associated
with room rentals, the agency was able to generate sets of statistical data,
largely in the form of tables reflecting these median indicators of potential net
income generation. The tables were established for later use across the board
in determining the net operating income that hotel properties in the group
identified as “Major Urban With Rest/Bar”, for example, could typically be
expected to realize from room rental, having regard, of course, for the type
and number of hotel rooms specific to each of the hotels within the group.

[20] Similarly, the information regarding such matters as the revenues and
expenditures attributable to the operation of hotel dining rooms, lounges,
beverage rooms, meeting rooms, and so on, coupled with their seating
capacity, enabled SAMA to generate sets of statistical data, again largely in
the form of tables reflecting the likes of median ratios of income to cxpense
attributable to each of such operations. As before, the tables were established
for later use across the group in determining the net operating income that a
hotel in this group could typically be expected to realize from such operations

on a per seat basis,

[21] To be sure, this is the briefest account of the process under
consideration, and is meant only to illustrate in the most general way how
SAMA went about the business of compiling and using common data to lay
the foundations for later use in determining the annual net operating income,
and ultimately estimating the market value, of each of the hotel properties
within the group identified as “Major Urban With Rest./Bar.”
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[22] The remaining purpose for which SAMA collected the information was
to select a capitalization rate for valuing hotel properties in this group.

(iil) capitalization rate

[23] To speak of a capitalization rate is to speak about a critical component
in converting future income into present value. There are two methods of
doing this. One is called the direct capitalization method, the other the
discounted cash flow method. The first is more efficient and is therefore
generally regarded as the most suitable for use in mass appraisal. Hence,
SAMA used the first.

[24] According to standard appraisal practice, an appropriate capitalization
rate, using the direct capitalization method, may be determined by means of
analyzing the arm’s length sale and purchase of similar hotel properties. If a
hotel property had been purchased for $6,000,000, let us say, and had been
generating annual net operating income of $600,000, the capitalization rate
would equal 10% ($600,000 + $6,000.000 = .10 = 10%). If an analysis of the
sale and purchase of a significant number of similar hotel properties yielded
substantially the same result, the appropriate capitalization would be 10%
when estimating the market value of a like hotel using the income method of

appraisal.
[25] To further illustrate how this business works, suppose the analysis of the

arm’s length sale and purchase of similar hotel properties had yielded a
capitalization rate of 12%, rather than 10%. Applying a rate of 12% to a hotel
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property expected to generate $600,000 in annual net operating income would
serve to drive down the market value of the property from $6,000,000 to
§$5,000,000 (3600,000 + 35,000,000 =.12 =12%). The idea, of course, is that
a buyer looking to purchase this property and realize a return on investment
of 12%, rather than 10%, would not be willing to pay $6,000,000 but only
$5,000,000, or $1,000,000 less.

[26] Mindful of all of this, SAMA collected information regarding the sale
and purchase of a number of hotel propetties, including a significant number
that it regarded as similar. Its analysis of the common data derived from these
sales and purchases led it to conclude that a capitalization rate of 10% was
appropriate when estimating the market value of hotel properties within the
group identified as “Major Urban With Rest./Bar.”

[27] Once again, this is but a brief account of this process and is meant only
to illustrate in a general way how SAMA went about determining an

appropriate capitalization rate.

[28] To digress momentarily we might say, having regard for the whole of
the foregoing, that there is much more to the whole than this—more in the way
of technical content and precision, and principle and fact—but this will do for
the purpose of addressing the case before us. Indeed, at this early stage of
working with the new assessment scheme it is unwise to go farther afield than
necessary. Much in the way of contending with the provisions of the new
scheme lies ahead of us, meaning all of us having a hand in working with it.

That said, we may turn to the original assessment and how it was made.
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IV. The Original Assessment

[29] The Heritage Inn was built in 1979 on 233,040 square feet of land. It has
104 guest rooms of one kind or another on two storeys. In addition to offering
rooms for rent on a daily basis, it also offers food and beverage services. It has
a dining room, lounge, and beverage room. It also has a conference room, and
so on. The dining room seats 140 persons, the lounge 40, the beverage room

202, and the conference room 750.

[30] SAMA first classified the Heritage Inn as “Primary Accommodation”
and then further classified it as a “Full Service Hotel.” At that, it placed this
hotel property in the group of hotel properties identified as “Major Urban
With Rest./Bar.” Then, using the income method adapted to mass appraisal,
the agency estimated the market value of the property, as of the base date of
June 30, 2006, to be $8,777,300. This became the taxable assessment on the
combined authority of sections 166 and 167 of The Cities Act and sections 12
and 13 of The Cities Act Regulations, R.R.S., c. C-11.1, Reg 1.

[31] The assessed value of $8,777,300 reflects potential annual net operating
income of $877,730 and a capitalization rate of 10%. SAMA arrived at this
amount of income on application of the tables it had earlier established for use
in estimating the market value of hotel properties within the group identified
as “Major Urban With Rest./Bar”. The application of the tables entailed
applying their various median values to the number and type of hotel rooms
held by the Heritage Inn, together with the seating capacity of each of its

dining room, lounge, beverage room, convention room, and so on.
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that the appeal was taken on the ground “the assessment valuation is in excess
and should be lowered to reflect market value.” This was said to be so in light
of the fact that in the years 2004 to 2006 the Heritage Inn had not actually
generated annual net operating income of $877,730. According to the
information the hotel had earlier furnished SAMA, when the agency was
collecting information of this kind from various hotels, the hotel’s occupancy
rate was significantly lower than the median occupancy rate used by SAMA
in its calculations; and the hotel's expenses were said to be significantly

higher.

[37] Thus the company submitted that SAMA should have estimated the
market value of the property based on its actual financial performance,
pointing out that this is what the agency had done when assessing the value
of a nearby property, namely Temple Gardens Mineral Spa. The company also
submitted that the capitalization rate of 10% used by SAMA was
inappropriate, suggesting the agency should have determined the
capitalization rate by means of the discounted cash flow method instead of the
direct capitalization method. In any event it said a capitalization rate in the
range of 11% to 12% should have been used, as was the case in other

assessment jurisdictions such as Regina and Saskatoon.

[38] Inresponse, SAMA contended that it was precluded from estimating the
market value of the Heritage Inn property based om its actual financial
performance. To do so would contravene the requirements of the assessment
scheme and its call for mass appraisal. As for the Temple Gardens Mineral Spa,
SAMA pointed out that this was a unique property—there was not another of
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its kind in the province—so the agency was left to estimate its market value
on a stand-alone basis, having regard for its actual financial performance.
Moreover there was nothing wrong, the agency said, with its use of a

capitalization rate of 10%.

[39] The Board of Revision decided that SAMA had erred, not in relation to
the capitalization rate but otherwise. Before rendering its decision, however,
it asked the agency to perform some fresh calculations based upon the
Heritage Inn’s “own income and expenses”. Then, having received the
agency’s calculations, the Board rendered its decision:

The Board concluded that the assessor erred in using median occupancy rates from

reported primary accommodations in Moose Jaw, Yorkton, and the R.M. of Prince

Albert # 461. Because of the low occupancy for the subject property it warrants a

scparate assessment as is the case for the Temple Gardens Mineral Spa in order to
achieve equity.

Thsough an undertaking, the Board asked the assessor to calculate a new assessed
value lo the subject property based on its own income and expenses as reported in
the 2004, 2005, and 2006 “Hotel/Motel Information Request Form"”, using median
values and a Capitalization rate of 10%.

It is the decision of the Board that the appeal be upheld and the total assessed value
shall be §5,257,704.

(40] With that, the City and SAMA appealed to the Assessment Appeals
Committee. So, too, did Sasco Developments,

VL. The Appeals to the Assessment Appeals Committee

[41] The appeals were taken pursuant to section 216 of The Cities Act, which

allows for appeal “respecting a decision of a board of revision.” The function
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of the Committee on such appeals is not to rehear the case, in the sense of
deciding anew whether the assessor erred, but to review the decision of the
Board of Revision for error as alleged in the notice of appeal: Regina (City)
v. Laing Property Corp. (cited earlier). If error be found, which is to say
material error which so affects the decision of the Board that its decision
cannot stand, the Committee is empowered by section 226 of the Act to modify
the decision of the Board by adjusting the assessment either up or down. But,
according to subsection 226(3), the Committee is not permitted to vary a
non-regulated property assessment “using single property appraisal
techniques.” Nor, according to subsection 226(3.1), is it permitted to do so “if

equity has been achieved with similar properties.”

[42] The City and SAMA appealed on the grounds, among others, that the
Board of Revision erred in law (i) in failing to ensure that the assessed value
of the Heritage Inn property met the market value standard prescribed by
section 163 of the Acr and (ii) by so varying the assessment as to create
inequity contrary to subsection 165(5). In consequence, they asked for relief
in the form of an order setting aside the decision of the Board and restoring the

original assessment.

[43] Sasco Developments appealed on the substantive ground that, despite
the significant reduction made by the Board of Revision, the assessed value
of the property nevertheless remained excessive, given the hotel’s actual
financial performance. Hence, the company asked for relief in the nature of
an order further reducing the assessed value to bring it into line with the
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company’s analysis of the value of the hotel property based on its own income

and expenses.

[44] The Committee first addressed the appeal by the City and SAMA. It
allowed their appeal on the primary ground the Board of Revision had erred
in law in ordering the agency to revise the assessed value of the property based
on the hotel’s “own income and expenses.” In so holding, the Committee said
that, while property owners might reasonably expect the assessed value of
their properties to reflect significant variations from the group norm, “to use
individual values offends the market value standard as the required statistical

testing is no longer possible.”

[45] In this same vein the Committee suggested, speaking hypothetically,
that by one means or another it might be possible within the context of a mass
appraisal model to accommodate individual variations of some kind. But this
was a matter beyond the scope of the appeal, it said, meaning consideration
of the matter would have to await an appeal focused specifically on alleged
deficiencies in the evaluation model employed by SAMA.

[46] From there the Committee went on to fault the decision of the Board of
Revision for holding that SAMA should have assessed the value of the
Heritage Inn property on the same basis the agency had assessed the value of
Temple Gardens Mineral Spa. In doing so, the Committee observed that the
assessment of the Temple Gardens property was not before it, making it
difficult to know just how that assessment had been prepared. Assuming,
however, that the agency had prepared it on the basis in general of Temple
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Gardens’ “own income and expenses”, the Committee suggested the assessed
value would not satisfy the market value standard. That said, the Committee
held that the Board of Revision had erred in this regard:

[15) The Board emred when it ordered a revision to the subject assessment based

on its own income and expenses to achieve equity with the Temple Gardens

Mineral Spa.
[47]) The Committee then turned to the appeal of Sasco Developments and
dismissed it for the following reasons:

(16] The owner’s appeal is intended to modify the value stemming from the

[Board's] decision, so in the normal course it must be dismissed s it is not possible
to improve upon an action that should not have been taken in the first place.

[48] In the end, having in the meantime discussed in general some of the
challenges and potential pitfalls in working with the new assessment scheme,
the Committee said this:

{34] In conclusion, for SAMA’s appeal, the Commiitee decides that the Board

erred in its decision to revalue the subject property based on its own income and

expenses. SAMA's appeal is sustained. As the owner’s appeal is to revise the value

stemming from the Board’s incorrect decision, there is no avenue to do so,
therefore, the appeal is dismissed.

[35] Given the information in the record, the Committee finds that the value
must revert to the original roll value.

VII. The Appeal to the Court

[49] As remarked upon at the outset, Sasco Developments appealed on the
grounds in general that the Assessment Appeals Committee erred in law, by

misinterpreting or misapplying the relevant assessment provisions of The

78



-18-
Cities Act, and failed to exercise its jurisdiction properly by failing to fully

address the case before it.

[50] Let us begin with the alleged errors of law. They were raised in the form
of questions framed by counsel for the appellant. There are two such questions,
Each has to do with whether the Committee misconstrued or misapplied the
provisions of sections 163 and 165 of the Act.

The First Question

Did the Committee err in law by interpreting the requirements of the
“market valuation standard” and “mass appraisal” under The Cities Act
to preclude determination of a non-regulated property assessment by
taking into consideration some or all of the property’s own
characteristics?

[51] This question, viewed in the context of the decision of the Assessment
Appeal Committee, reduces to whether the Committee erred in law in holding
that the Board of Revision had erred in ordering SAMA to revise the assessed
value of the Heritage Inn based on “its own income and expenses.” This was
the primary ground upon which the Committee allowed the appeal from the
Board and restored the original assessment. Hence, the question that arises

out of the decision of the Committee is whether it erred in law in so holding.

[52] We are of the opinion it did not do so. SAMA was required by law to
prepare the assessment “using mass appraisal” in the words of the market
value standard defined in section 163 of the 4ct. And, in keeping with the
market value standard, the assessed value had to reflect “typical market
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conditions for similar properties.” Not only that, SAMA was required to “use
only mass appraisal”, in the words of subsection 165(1), which entails
preparing assessments “for a group of properties...employing common data
and allowing for statistical testing.” Hence, it was not open to the agency to
estimate the market value of the Heritage Inn property based in general on “its
own income and expenses.” This would amount, in effect, to single property

appraisal, using single property appraisal techniques.

[53) Nor was it open to the Board of Revision to direct that SAMA do so.
Boards of Revision are expressly prohibited, when it comes to non-regulated
property assessment, from varying an assessment using single property
appraisal techniques. Subsection 210(1.1) of The Cities Act states that,
notwithstanding the power in a board of revision to change an assessment by
increasing or decreasing it, “a non-regulated property assessment shall not be
varied on appeal using single property appraisal techniques.” The same

stricture applies, as we have seen, to the Assessment Appeals Committee,

[54]1 These provisions prohibiting variation using single property appraisal
techniques appear to be unique to Saskatchewan. At least they do not appear
in the legislation underpinning the decisions from other jurisdictions to which
we were referred in argument. Counsel for Sasco Developments referred us to
a number of such decisions, suggesting, among other things, that appellate
bodies in other jurisdictions are able, using single property assessment
techniques, to vary mass appraisal assessments. Whatever the case elsewhere,
based on legislation elsewhere, this is not permitted in Saskatchewan by
reason of subsections 210(1.1) and 226(3) of the A4et.
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[55] The cases to which we were referred in this and related respects are
distinguishable on this basis, or on the basis of other aspects of the legislation
underlying them, including such cases as Assessor Area #09 (Vancouver) v.
Bramalea Limited, 1995 Canlii (BCSC); 697604 Alberta Ltd v. Calgary (City),
2005 ABQB 512; Chateau Lake Louise Corp. v. Improvement District No. 9,
2004 ABQB 579, 366 A.R. 318; Edcyn Inc. v. Nova Scotia, 2000 NSUARB
35; Mountain View (County) v. Alberta (Municipal Government Board), 2000
ABQB 594, [2001] 2 W.W.R. 398; and Nova Scotia (Director of Assessment
v. van Driel, 2010 NSCA 87, 296 N.S.R. (2d) 244.

[56] Decisions from other jurisdictions can be helpful to a better
understanding of things, but assessment schemes vary from province to
province in one respect or another, making it imperative to pay close attention
to the legislation underlying these decisions so as not to import ideas that are

incompatible with the assessment scheme in place in this province.

[57] Let us be clear as about all of this. We are of the opinion it is not open
to assessors in this province, employing the income method of appraisal
adapted to mass appraisal, to use singe property appraisal techniques that are
incompatible with mass appraisal techniques. In effect, then, it is not open to
assessors, employing this method to estimate the market value of a hotel
property, to do so on the basis in general of that hotel's “own income and
expense.” Nor is it open to a board of revision to vary an assessment using
such techniques. Hence, we are of the opinion the Assessment Appeals
Committee did not err in law in holding that the Board of Revision had erred
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in ordering SAMA to revise the assessed value of the Heritage 1nn based on

“its own income and expenses.”

[58] This is not to be taken as having any bearing upon what the Committee
had to say, speaking hypothetically, about the possibility by one means or
another of accommodating some individual variations from the group norm in
the context of a mass appraisal model. As the Committee suggested, this is a
complex and multi-faceted subject, the consideration of which it left for a case
specifically focused on the evaluation model used by SAMA, or some aspect

of the model.

[59] That brings us to the second question of law.

The Second Question

Did the Committee err in finding that the order of the Board to reduce
the assessment of the subject property by basing its assessment on its
own income and expenses did not meet the market value standard under
The Cities Aect, notwithstanding SAMA's own conclusion that the
assessment of another Primary Accommodation Property hotel on the
same basis met the market value standard,

[60] This question, unlike the first, has it genesis in the secondary rather than
the primary ground upon which the Assessment Appeals Committee allowed
the appeal from the Board of Revision. The secondary ground lay in the Board
having ordered a reduction in the assessed value of the Heritage Inn property
based on the hotel’s own income and expenses so as “to achieve equity with
the Temple Gardens Mineral Spa.” Given our response to the first question,
concerning the primary ground upon which the Committee allowed the appeal,
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the need to address the second is doubtful. So we shall keep our remarks to a

minimum.

[61] In essence the question concerns the application by the Committee of
subsection 165(5) of the Act, which reads thus:

(5) Equity in non-regulated property assessments is achieved by applying the
market valuation standard so that the assessments bear a fair and Jjust proportion to
the market value of similar properties as of the applicable base date.

As a matter of law, this is what the Committee had in mind in faulting the

decision of the Board in the respect under consideration.

[62] As a matter of fact, according to the record before the Committee,
Temple Gardens Mineral Spa, unlike the Heritage Inn, is a unique property.
Assessing the value of unique properties by means of mass appraisal presents
its own set of difficulties, as it has done on occasion both here and in Alberta.
(See, for example, Estevan Coal Corp. v. Estevan (Rural Municipality No. 5)
and Chateau Lake Louise Corp. v. Improvement District No. 9 (both cited
above)). Faced with such difficulties in relation to the 2009 assessment of
Temple Gardens Mineral Spa, SAMA ended up assessing the value on a
stand-alone basis, based on the income and expenses specific to the property.

[63] This left the Committee with serious reservations about the validity of
the assessment of Temple Gardens Mineral Spa. It acknowledged that this
assessment was not before it, making it difficult to know just how the
assessment had been prepared. But, if SAMA had prepared the assessment

based in general upon Temple Gardens’ “own income and expenses”, as
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appeared to be the case, the Committee ventured the view the assessment

could not satisfy the market value standard. In other words it thought this

assessment had in all probability been prepared in error.

[64] SAMA took heed, it seems, for it acknowledged that it should have
taken a different approach to the 2009 assessment of Temple Gardens Mineral
Spa, and that it has since done so. Such are the challenges of working with a
new assessment scheme, especially when it comes to the assessment of unique

properties.

[65] In the light of all of this we are not satisfied the Committee erred in law
in faulting the Board for having ordered a reduction in the assessment of the
Heritage Inn property based on the hotel’s own income and expenses so as “to
achieve equity with the Temple Gardens Mineral Spa.” In other words we are
not satisfied, in the circumstances of the case, that the Committee erred in law
by misapplying subsection 165(5) of the 4Act. Equity cannot be achieved by
discarding the requisites of mass appraisal, or through compound error of this
kind.

[66] This serves to complete our consideration of the issues of law and to
bring to the fore the issue of jurisdiction. This issue, too, was raised by way
of a question framed by counsel for the appellant.

The Third Question

Did the Committee err in law or jurisdiction by ordering that the subject
property revert to its original assessed value without addressing or
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[69] This statement, read in the context of the Committee’s reasons as a
whole, coupled with the record of the proceedings before the Board, is
tantamount to the Committee having held that in the circumstances there was

no tenable basis for doing otherwise than restoring the original assessment.

[70] There is yet another procedural twist to all of this. On the appeal to the
Court, the appellant sought no other relief than an order quashing the decision
of the Committee and restoring that of the Board. However, restoring the
decision of the Board is out of the question, given the errors of law the Board
made in reducing the assessment. So the best we could do, assuming the
Committee somehow erred in the respect under consideration, would be to
remit the case to the Committee for reconsideration. But, since we were not
asked to do so, we would have to do this on our own motion.

[71]1 Leaving that aside, at least for the time being, the only conceivable basis
upon which we might remit the case to the Committee for reconsideration is
this. Contrary to the Committee’s view of it, the record demonstrates that the
Board found as a fact that the Heritage Inn property was not similar to the
hotel properties in the group identified as “Major Urban With Rest./Bar”,
similar, that is, in the sense contemplated by the assessment scheme. This
would be tantamount to the Board having found that SAMA, in the exercise
of its judgment and the measure of discretion it enjoys in relation to the
process of stratification, had erred in placing the Heritage Inn property in this
group because the hotel’s occupancy rate was significantly lower than the

median occupancy rate derived from data common to the group.
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[72] Whatever else may be said of the matter, this much is clear. The Board
did not expressly make such a finding of fact. This leaves the matter to
implication, beginning with such implication as the Board’s identification of
the error made by SAMA might suggest. The Board said this of the error:
The Board concluded that the assessor erred in using the median occupancy rales
from reported comparable primary accommodations in Moose Jaw, Yorkton, and
the R.M. of Princc Albert # 461. Because of the low occupancy for the subject

property it warrants a separate assessment as is the case for the Temple Gardens
Mineral Spa in order to achieve equity.

This is all the Board had to say of the error it ascribed to SAMA.

[73] This might suggest that the Board found as a Jact that, contrary to
SAMA'’s assessment of the matter, the Heritage Inn property was not similar
to the other hotel properties in the group identified as “Major Urban With
Rest./Bar” because of its lower occupancy rate. It might also suggest that all
the Board did was conclude that, because the actual occupancy rate was in fact
lower than the median occupancy rate used by SAMA, the Heritage Inn
property warranted assessment separate from the group, as in the case of the
Temple Gardens Mineral Spa, in order to achieve equity. On the face of it, the
latter is stronger than the former, but there is an element of ambiguity here.

[74] The ambiguity falls to be resolved having regard for the whole of the
record of the proceedings before the Board. On the whole, it is difficult to
suppose the Board found as a fact that, contrary to SAMAs assessment of the
matter, the Heritage Inn was not similar to the other hotel properties in the
group. Indeed, to suppose it did so is to suppose quite a lot.
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reported occupancy rate of the Heritage Inn in the years 2004 to 2006 was
significantly lower, at 44.87%, than the median occupancy of 59.51% used by
SAMA in its assessment and calculations; and (ii) that SAMA had assessed
the value of the Temple Gardens Mineral Spa, a unique property, on a
stand-alone basis, having regard in general for the income and expenses
specific to Temple Gardens. This is the sum total of the facts found or acted
upon by the Board.

(78] Now, the magnitude of the variation between the actual and the median
occupancy rates is suggestive of possible error on the part of SAMA in
relation to either stratification or the statistical basis for determining net
annual operating income that hotel properties in the group could be expected
to generate, or both. This raises the possibility of error but does not in itself
demonstrate ervor. Rather it invites inquiry, for it is in the very nature of a
median occupancy rate that some hotels within a group of similar hotels will
have higher occupancy rates, whereas others in the group will have lower

occupancy rates.

[79) The difference might lie in differing levels of management, for instance,
making it possible that a lower occupancy rate associated with a particular
hotel is attributable to a standard of management below the industry or group
norm. This would be so, for example, if furniture, furnishings, and the like
were allowed to deteriorate beyond the industry norm. Or the difference might
be attributable to an atypical level of competition by reason of an atypical
specific location. Aside from such issue of fact, issues of appraisal principle

and practice arise, such as how much deviation from the norm is tolerable,
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whether some level of deviation can and should be accommodated and, if so,
how this might be done consistent with sound mass appraisal technique. Could
this be done by means, for example, of using a range of median occupancy

rates rather than a fixed median occupancy rate? And so it goes.

[80) The point is this. While a variation of the magnitude present here may
suggest error, it does not in itself demonstrate error by the assessor. Instead,
it invites inquiry into the underlying issues of fact and appraisal principle and
practice. And what invites inquiry, in the event of dispute, invites decision.
But nowhere in the record may the Board of Revision be seen to have decided

such issues or to have made findings of this sort.

[81] Turning from the detail of all of this to the import of it, we are not
satisfied that the Board found as a fact that, contrary to SAMA’s assessment
of the matter, the Heritage Inn was not similar to the hotels in the group
identified as “Major Urban With Rest./Bar”, similar in the sense contemplated
by the assessment scheme. The effect of the Board’s decision might be seen
as having removed the Heritage Inn property from this group, though even that
is debatable. But the effect is not the product of a finding of fact by the Board
that the Heritage Inn was not similar to the other hotels in the group. Rather,
the effect is the product of error of law by the Board in thinking that it could
order the value of the Heritage Inn property to be assessed on the basis in
general of the hotel’s “own income and expense” and in thinking that this was
called for “so as to achieve equity with the Temple Gardens Mineral Spa.”
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[82] Hence, we are not satisfied the Committee failed to properly exercise its
remedial jurisdiction or power as suggested by the third question.

[83] On the whole, then, and for these reasons, we have decided to dismiss
the appeal. This is not to say the 2009 assessment of the Heritage Inn property
was without flaw of some kind. Indeed, counsel for the appellant informed us
that SAMA substantially reduced the 2010 assessment. But that is immaterial
to the case at hand, given the structure of the case throughout, The point is that
on this appeal we can find no tenable basis for interfering with the decision
of the Assessment Appeals Committee on the ground it erred in law, or failed
to properly exercise its jurisdiction, as suggested by the three questions. There
will be judgment accordingly. However, there will be no order for costs, given
the newness of the assessment scheme and the difficulty everyone, including

SAMA, has experienced in adjusting to and working with it.

Dated this 6™ day of March 2012.

ZCameron J.A.”

Cameron J.A

I concur:

“Jackson J.A.”
Jackson J.A

“Hﬁlﬁﬂ!lil e ”
Herauf J. A.
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