COCHISE COUNTY ASSESSOR

VALUATION

Cochise County Board of Equalization Hearing

PARCEL
107-51-262-D



County of Cochise

OFFICE OF THE COUNTY Philip S. Leiendecker
ASSESSOR Assessor
PO Drawer 168 Bisbee, AZ 85603 _ )
(520) 432-8650 FAX (520) 432-8698 Felix Dagnino
Chief Deputy Assessor

E-Mail: assessor(@co.cochise.az.us

DATE: 9-26-13
ASSESSOR RECOMMENDATION TO
BOE
Parcel #: 107-51-262-D Owner's Name: Oro Capital Group Inc.
Original 2014 FCV: $1,389,185 Original Class: 1.12
Year
LPV: $1,389,185
Amended 2014 FCV: $1,389,185 Amended Class: 1.12
Year
LPV: $1,389,185
Assessor's 2014 Recommended
Year Class: 1.12
Recommendation: FCV:; $1,389,185
LPV: $1,389,185

Basis:
Current full cash value is supported by the income approach to value. Also, subject property is valued

consistently with similarly situated parcels.

Based on income and equity analysis, no downward adjustments can be recommended at this point in

time.
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HOTELS, MOTELS AND RESORTS

NAME OF PROPERTY:
COUNTY _02 BOOK_107 MAP_51 PARCEL _262D  (JF THIS IS AN ECONOMIC UNIT, LIST THE LEAD PARCEL)

TOTALNO. OF ROOMS: 104  RESTAURANT:-YES [J NO /1 LOUNGE:YES[1 NO

MEETING ROOMS: YES[] NO K
AVERAGE DAILY RATE = $ 50 . ATTACH COPY OF CURRENT ROOM/RENT RATES IF AVAILABLE.

INCOME DATA SUMMARY: PROVIDE LATEST THREE YEAR HISTORY.

ANNUAL OCCUPANCY RATE FOR THE PAST THREE YEARS:
LAST YEAR: % SECOND YEAR: % THIRD YEAR: %

Two Three
Last Year Years Ago Years Ago
Year: _2012 Year: _2011 Year: _ 2010 _

POTENTIAL GROSS INCOME (100% OCCUPANCY) = § 1,898,000 $ 1,898,000 $ 1,898,000
VACANCY AND COLLECTION LOSS (ACTUAL) - 1,151,703 - 809,126 . 680,701
ADJUSTED GROSS INCOME = 746,297 1,088,874 1,217,299
FOOD AND BEVERAGE INCOME + + +

TELEPHONE INCOME + + +

OTHER INCOME (SERVICE, MISC., ETC.) + 483 + 701 + 5,927
EFFECTIVE GROSS INCOME = 746,780 1,089,575 1,223,226
TOTAL OF ALL EXPENSES 613,293 94§ 209 . 801,870

s (33 4&7 s 344,346 421,356

1l

NET OPERATING INCOME

NOTE: IF THE PROPERTY IS SUBJECT TO PTIMESHARE PLAN (IN WHOLE OR IN PART) REFER TO A.R.S. §§ 42-13451
THROUGH 42-13454. | ¢ . Tax < Sl,a137 <% 10677 (u2,279”

ADDITIONAL INFORMATION / REMARKS  /\/1 g. T. fr!) S7¥ 243, 299 378,9%%

o
L

L) >Se
34y 366 | :
135 42]
799,209- 3> 29, 026

NOTE: Any additional information or documents that support the filed income and expense data may be submitted with this form.
10f3
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INCOME APPROACH TO VALUE
DIRECT CAPITALIZATION

Parcel No.: 107-51-262-D Date: 9/26/2013

Potential Gross Income [

Vacancy & Collection Loss #DIV/O! -| I

Other Income #DIV/0! +| ]

Effective Gross Income | |

Total Expenses #DIV/O! -[ |
NET OPERATING INCOME: = | $299,736|
EFFECTIVE TAX RATE:

Taxes FCV ETR
| $26,594.16 | ; | $1,446,879 | = 1.84%|
CAPITALIZATION RATE:
Discount Rate ETR Cap Rate
| 8.00% | + | 1.84% | = | 9.84%|
VALUATION
NOI Cap Rate Full Cash Value

[ $299,736 | $ | 9.84% | = ] $3,046,706|
COMMENTS:

Averaged NOI for three years (2010, 2011, 2012) which was submitted by appellant.
Department of Revenue commercial market study cap rate for Motel properties on the high end was
implemented.

MARKET:
COST:
INCOME:




2013 COMMERCIAL MARKET STUDY
ALL COUNTIES EXCEPT MARICOPA AND PIMA
JANUARY 1, 2009 - DECEMBER 31, 2011

MOTEL / HOTEL PROPERTIES
VALUATION SUMMARY SCHEDULE

VAL[:G-IF[')OS%VCO %ﬂ:g:)E L CASES | LOW |[MEDIAN| HIGH
CAPITALIZATION RATES 36 4.50% 6.25% 8.00%
POTENTIAL GROSS RENTAL INCOME 08 $14.855 | $21.665 | $25,915

(Per Room )
OTHER INCOME ( Per Room ) 43 $57 $181 $336
OTHER INCOME ( % PGRI) 45 0.17% 0.66% 1.25%
SALES PRICE (Per Room) 36 $23,656 | $29,749 | $40,942
SALES PRICE (Sq. Ft.) 36 $52.54 $71.72 $93.01
SUPPORTING DATA RANGES
OVERALL RANGE CASES LOW MEDIAN HIGH
SALES PRICE (Per Room) 36 $12,325 | $29,749 | $61,547
SALES PRICE (Sq. Ft.) 36 $34.64 $71.72 $144.15
POTENTIAL GROSS RENTAL INCOME 98 $6.519 $21.665 | $38,690
( Per Room )
OTHER INCOME ( Per Room ) 43 $13 $181 $834
OTHER INCOME ( % PGRI) 45 0.03% 0.66% 2.22%
IMPROVEMENT AGE 36 1900 1984 2008
NUMBER OF UNITS 36 7 47 163
LAND TO BUILDING RATIO 36 0.68 2.59 14.02
VACANCY & COLLECTION LOSS I?ANGE

OVERALL RANGE - 102 CASES LoOw MEAN | MEDIAN HIGH

VACANCY (% PGI) 10.00% 50.54% 50.08% | 81.00%
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ARIZONA DEPARTMENT OF REVENUE CHAPTER 1
Property Tax Division APPROACHES
TO VALUE

ASSESSMENT PROCEDURES MANUAL
PART 2 - APPRAISAL PROCEDURES Revised: July 1, 1999 Page: 2.1.18

they are derived, i.e., the PGIM should be applied to the subject's potential gross income and

the EGIM should be applied to the subject's effective gross income.

As stated earlier, the direct capitalization techniques are best suited to situations where there
is a concentration of homogeneous properties with an adequate number of sales. For those
properties that are less homogeneous and less in number, indirect capitalization is more

suited.

Direct Capitalization. The previous illustration demonstrates the income approach to value
in its simplest terms. What are investors paying for the right to receive a particular income
stream generated by an income producing property? Let us consider a community with a
number of apartment complexes. Assume that several of these complexes were sold in the
past year and their overall capitalization rates (the annual net operating incomes divided by
their sales prices) were clustered between 9.0% and 10.5%, and centered on 9.9% to
approximate the most probable sales price. It would be presumed that similar apartments

would sell with an overall capitalization rate of about 9.9%.

Direct capitalization using an overall capitalization rate requires estimation of the net operating
income (NOI) of the property. To calculate NOI, the appraiser should prepare a reconstructed
operating statement for a "typical" year in which all allowable operating expenses (both fixed

and variable) and reserves for replacement are subtracted from the property's effective gross

income.

The purpose of using a "typical" year's income stream is to determine a NOI that reflects the
normal expenses over the entire remaining economic life of the improvement. Therefore, a
portion of all expenses, including the replacement cost of short-lived items, must be allocated
to the NOI in the year of the appraisal. By subtracting reserves fot replacement from the
effective gross income, the appraiser has recognized that replacements will eventually be
necessary and their costs will affect the NOI of the property.




ARIZONA DEPARTMENT OF REVENUE CHAPTER 1
Property Tax Division APPROACHES
TO VALUE

ASSESSMENT PROCEDURES MANUAL
PART 2 - APPRAISAL PROCEDURES Revised: July 1, 1999 Page: 2.1.24

TABLE 1: ALLOWED AND DISALLOWED EXPENSES
Typical Allowed Expenses
FIXED EXPENSES
Property Insurance
License Fees
Permit Fees
VARIABLE EXPENSES
Utilities
Management Fees
Payroll And Payroll Taxes
Security
Landscaping
Supplies
Fees For Service
Maintenance And Repair
Janitorial Services
RESERVES FOR REPLACEMENT
Cost of Replacing Short Lived ltems
Disallowed Expenses
Property Tax (effective tax rate added to capitalization rate)
Income Tax
Mortgage Debt Service
Economic And Tax Depreciation
Capital Improvements
Special Corporations Costs
Owners Personal Expenses
- Franchise Fees

When an investor considers the potential purchase of an income producing property, it
requires considerable information on the quantity, quality, durabilit; and the shape
(distribution) of that income over time. The quantity of the income is, as discussed earlier, the
amount the property is capable of earning minus those costs required to maintain that income.




PROPERTY VALUE ANALYSIS

107-51-262-D

PARCEL NUMBER

ORO CAPITAL GROUP

OWNER'S NAME

1631 S.HWY 92
SITUS ADDRESS
USE CODE: 0520 | ASSESSMENTRATIO:  19% |
VALUES LAND IMP'S/BLDG'S TOTAL LPV
FEEMEESRRAS s $230,774 $1,158,411 $1,389,185 $1,389,185
CURRENTREAR 2D14 $230,774 $1,158,411 $1,389,185 $1,389,185
OWNER'S ESTIMATE $790,640 $790,640
SHSECSRISEECRIEN $230,774 $1,158,411 $1,389,185 $1,389,185
s $230,774 $1,158,411 $1,389,185 $1,389,185
COMPARABLE DATA

SUBJECT COMP 1 COMP 2 COMP 3 COMP 4
PROPERTY USE

MOTEL MOTEL MOTEL MOTEL MOTEL
PARCEL #

107-51-262-D 106-75-007 106-73-013-B 106-67-007 106-67-009
Full Cash Value
$1,389,185 $1,461,770 $600,000 $1,949,032 $479,546
# of Units
103 103 40 68 27

Value Per Unit

$13,487 $14,191 $15,000 $28,675 $17,760
Const. Year

1973 1977 1956 1957 1965
Sierra Extended
Name Quality Inn Motel 6 Bella Vista Stay Western Motel
CONCLUSION

Per Arizona Revised Statute 42-16055.B and 42-16107.B, subject property is valued consistently with

similarly situated parcels with similar construction year.

Based on equity analysis, no downward adjustment is warranted at this point in time.

Forms/Property Value Analysis2

12-11-00
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42-16055. Ruling on petition

A. In all cases the assessor shall consider the petition and shall rule on each petition
filed under this article by August 15 of each year.

B. In considering a ﬁetltlon iled under this article the assessor shall consider the
valuation fixed by the assessor on other similar property that is similarly situated.
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42-16107. Evidence; basis for decision

f]\. The decision shall be based on evidence presented by parties attending the
earing.

B. The county board shall consider the valuation or legal classification fixed by the

assessor on similar property that is similarly situated.

C. The evidence permitted in an appeal relating to a petition based on the income

approach to value is limited to the income and expense data filed with the petition,

the testimony of the petitioner and any witnesses presented on the petitioner's

behalf, and evidence presented by the assessor and the department.
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