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:

Calgary Assessment Review Board
DECISION WITH REASONS

In the matter of the complaint against the property assessment as provided by the Municipal
Government Act, Chapter M-26, Section 460, Revised Statutes of Alberta 2000 (the Act).

between:

CALGARY CATHOLIC IMMIGRATION SOCIETY

Complainant
and
THE CITY OF CALGARY
Respondent
before:

T. Shandro, PRESIDING OFFICER
J. Kerrison, BOARD MEMBER
D. Morice, BOARD MEMBER

This is a complaint to the Calgary Assessment Review Board in respect of a property
assessment prepared by the Assessor of The City of Calgary and entered in the 2013
Assessment Roll as follows:

ROLL NUMBER: 201711850
LOCATION ADDRESS: 1111 - 11 Avenue SW, Calgary, Alberta
FILE NUMBER: 70567

ASSESSMENT: $5,940,000
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This complaint was heard on September 5, 2013, at the office of the Assessment Review Board
located at Floor Number 3, 1212 — 31 Avenue NE, Calgary, Alberta, Boardroom 8.

Appeared on behalf of the Complainant:

. W. Van Bruggen, Agent, MNP LLP
. G. Worsley, Agent, MNP LLP

Appeared on behalf of the Respondent:

. R. Urban, Assessor, The City of Calgary

Procedural or Jurisdictional Matters
[1] There were no procedural or jurisdictional matters arising.

Property Description

[2] The subject property is a highrise office building, located in the Beltline Community,
constructed in 1979 and is assessed to be "B” quality. It is located in the submarket area of the
Beltline determined by the respondent to be “BL.4". The assessed area of the building is 17,381
square feet (“SF”). There are several subcomponents in the subject property including:

1) Office retail;
2) Office space;
3) Surface parking; and
4) Underground parking.
[3] The office space is assessed as 16,357 SF with a rental rate of $15.00/SF.

Issues

[4]  The Complainant identified the issues as follows:

1. Was the correct rental rate of $15.00/SF used?
2. Was the correct vacancy rate used?
3. Was the correct capitalization rate used?

Complainant’s Requested Value

[5] In the Complaint Form, the Complainant requested a reduced assessment of
$3,100,000. At the hearing the Complainant amended the requested value to $4,540,000.
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Board’s Decision
[6] The Board confirms the assessment of the subject property.

Issue 1: Rental rate for Office Space

The Complainant’s Position

[7] The Complainant submitted that the Respondent incorrectly calculated the rental rate for
office space to be $15.00/SF. The Complainant submitted that the Respondent considered only
the last three months of the valuation period to derive the office leasing activity for the entire
year. The Complainant broke the valuation period into various time periods, such as the most
recent two-month period, the most recent four-month period, the most recent five-month period,
etc. According to the Complainant, only the two-month, four-month and five-month periods
result in a median rental rate of $15.00/SF or greater. Other time periods distinguished by the
Complainant result in median rates of $14.00 to $14.50/SF.

[8] The Complainant further submitted that the Respondent’s calculation was incorrect
because submarket areas of the Beltline were not distinguished. The Complainant provided a
rental analysis which it said distinguished submarket areas. The Complainant claimed this
analysis in which the submarket of BL4 was distinguished supported a rental rate of $14.00/SF.

The Respondent’s Position

[9] The Respondent referred to the subject property’s rental rates for office space, which the
Respondent claimed supported the assessed rate of $15.00/SF.

-[10]  The Respondent submitted that its method of determining median rental rates was not
incorrect. '

Reasons for Board'’s Decision

[11]  After considering the rental analyses of the two parties and the rental information for the
subject property, the Board determined that the assessed rental rate of $15.00/SF was neither
unfair nor inequitable.

Issue 2: Vacancy rate

The Complainant’s Position

[12]  The Complainant submitted that the Respondent incorrectly calculated the vacancy rate
for the subject property because it considered the vacancy rates of buildings with varying
quality, including “AA”, “A”, and “C”. Using these properties, the Respondent had calculated the
vacancy rate to be 8.00%, while the Complainant argued if only “B” office space was
considered, the vacancy rate should be 11.00%.
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The Respondent’s Position

[13] The Respondent argued that this method of lumping all quality classes in the Beltline
was consistent with what other organizations within the industry do. The Respondent submitted
that its method for determining vacancy within the Beltline was correct.

Reasons for Board’s Decision

[14] The Board found the evidence of the Complainant to be insufficient to amend the
vacancy rate used in assessing the subject property. Considering the market evidence in the
Beltline and the vacancy rate of the subject property, the Board determined that it was not
incorrect to consider the vacancy rates of other quality classes of buildings.

Issue 3: Capitalization rate

The Complainant’s Position

[15] The Complainant submitted that the Respondent incorrectly calculated the capitalization
rate for the subject property because (a) the Respondent incorrectly considered invalid sales in
its capitalization rate study; (b) the Respondent incorrectly ignored two buildings in its
capitalization rate study; and (c¢) the Respondent’s methodology in determining the income
parameters of the capitalization rate study were incorrect and inconsistent.

[16] Regarding buildings in the capitalization rate study, the parties agreed on three:
Dominion Place (906 — 12 Avenue SW), Connaught Centre (1207 — 11 Avenue SW) and Alberta
Place (1520 — 4 Street SW). The median capitalization rate of 6.04%.

(171  The Complainant disagreed with the inclusion in the study of Cooper Blok (809 — 10
Avenue SW), and the Keg Building (605 — 11 Avenue SW), because the Cooper Blok building
was allegedly a part of a portfolio sale, and the Keg sale was not exposed to the market.

(18] The Complainant further sought to have two buildings, the Duff Building (525 — 11
Avenue SW) and the Grondon Building (1451 — 14 Street SW) included as evidence.

[19] Regarding the methodology, the Complainant submitted that the Respondent uses, for
the parameters within which it considers data for the capitalization rate study, dates which are
incorrect and which are inconsistent with the dates within which the Respondent may determine
other amounts, such as rental rates. The Complainant argued that the parameters used by the
Respondent were July 1, 2010, to July 1, 2011, to calculate the capitalization rate for sales
which occurred between July 1, 2011, to December 31, 2011. The Complainant submitted that
the correct parameters should instead be July 1, 2011, to July 1, 2012, to calculate the
capitalization rate for sales which occurred from July 1, 2011, to July 1, 2012.

[20]  Using:
1) the parameters suggested by the Complainant;
2) the rental rate of $14.00/SF for buildings in BL4;
3) the rental rate of $15.00/SF for buildings in BL3;
4) avacancy rate of 11% for “B” quality buildings in the Beltline; and
5) Dominion Place, Connaught Centre, Alberta Place, the Duff building and the
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Grondon building,
the capitalization rate should instead be 6.25%.

The Respondent’s Position

(211  The Respondent argued that Cooper Blok was not a portfolio sale and the Keg building
may not have been listed before it was sold, but that it was a bona fide arm’s length sale and
therefore representative of market value.

[22]  The Respondent further argued that the Duff Building was not bought for income but for
flipping instead. To use it in the study would skew the results.

[23]  The Respondent was not clear why the Grondon Building was not used, but it appeared
from the information before the Board that the Grondon Building is located on the west side of
14 Street SW, which would place it outside the Beltline.

[24] Regarding the methodology, the Respondent submitted that it has used the same
parameters for years, and in that regard its method was consistent. The Respondent further
submitted that sales which occurred July to December 2011 have more in common with the
rents derived from July 2010 to July 2011 than they do the rents derived from July 2011 to July
2012.

Reasons for Board’s Decision

[25] The Complainant’s calculation for the capitalization rate was predicated on a significant
number of assumptions, such as vacancy rate and the rental rates for various submarket areas
of the Beltline. The Board determined there was insufficient evidence to agree with all of the
assumptions of the Complainant.

[26] Because the Board could not agree with all of these assumptions, the Board could give
no deference to the calculation provided by the Complainant. The Board therefore concluded
there was insufficient evidence to conclude the Respondent’s calculation of the capitalization
rate was either unfair or inequitable.

Conclusion ) ,
[27]  For these reasons, the Board confirms the assessment value as $5,940,000.

DATED AT THE CITY OF CALGARY THIS & /_DAY OF /QM%M 2013.

/\Q/\
—

T. Shandro
Presiding Officer
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APPENDIX “A”

DOCUMENTS PRESENTED AT THE HEARING
AND CONSIDERED BY THE BOARD:
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ITEM

a Complainant Disclosure, Part 1 (pp. 1 to 99)
b Complainant Disclosure, Part 2 (pp. 1 to 400)
c Cormplainant Disclosure, Part 3 (pp. 401 to 600)
d Complainant Disclosure, Part 4 (pp. 601 to 794)
Respondent Disclosure
Complainant Rebuttal
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An appeal may be made to the Court of Queen’s Bench on a question of law or jurisdiction with
respect to a decision of an assessment review board.

Any of the following may appeal the decision of an assessment review board:

(a) the complainént;

(b) an assessed person, other than the complainant, who is affected by the decision;

(c) the municipality, if the decision being appealed relates to property that is within
the boundaries of that municipality;

(d) the assessor for a municipality referred to in clause (c).

An application for leave to appeal must be filed with the Court of Queen’s Bench within 30 days
after the persons notified of the hearing receive the decision, and notice of the application for
leave to appeal must be given to

(a) the assessment review board, and
(b) any other persons as the judge directs.

For Administrative Purposes Only

Property Type Property Sub-Type | Issue Sub-Issue

Office Lowrise Income Rental, vacancy and cap




