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FINDINGS OF FACT AND REPORT 

 On January 1, 2002 and January 1, 2003, Sanmar, Inc. 

(hereinafter “Sanmar”) was the assessed owner of a parcel of 

real estate located at 40 Main Street in the City of North 

Adams.  The irregularly-shaped but mostly level parcel contains 

approximately 1.71 acres of land and is improved with a hotel.  

The site is bound on the east by the Hadley overpass of State 

Route 8, on the north by Main Street, and on the west by 

American Legion Drive.  There are four points of ingress and 

egress to the property along American Legion Drive.  Available 

utilities include public electric, telephone, and municipal 

sewer and water.  The building improvement is located on the 

northerly side of the parcel, and the black-top paved parking 

area is situated toward the southerly side.  The subject 

property is known as the Holiday Inn Berkshires.   

For fiscal year 2003, the Board of Assessors of North Adams 

(“assessors”) valued the property at $4,362,900 and assessed a 

tax on it, at the rate of $28.22 per thousand, in the amount of 

$123,121.04.  For fiscal year 2004, the assessors valued the 

property at $4,209,500 and assessed a tax on it, at a rate of 

$27.48 per thousand, in the amount of $115,677.06.  Previously, 

for fiscal year 2002, the assessors had valued the hotel at 

$2,660,700.     
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 On December 27, 2002, North Adam’s Collector of Taxes sent 

out the city’s fiscal-year-2003 actual real estate tax notices.  

In accordance with G.L. c. 59, § 57C, the appellant paid the tax 

without incurring interest.  On January 27, 2003, the appellant 

timely filed its application for abatement with the assessors.  

On February 19, 2003, the assessors denied the appellant’s 

application, and, on May 5, 2003, the appellant seasonably filed 

its petition appealing the assessors’ denial with the Appellate 

Tax Board (“Board”).  On the basis of these facts, the Board 

found that it had jurisdiction to hear and decide the fiscal-

year-2003 appeal.     

 On December 26, 2003, North Adam’s Collector of Taxes sent 

out the city’s fiscal-year-2004 actual real estate tax notices.  

In accordance with G.L. c. 59, § 57C, the appellant paid the tax 

without incurring interest.  On January 7, 2004, the appellant 

timely filed its application for abatement with the assessors.  

On February 19, 2004, the assessors denied the appellant’s 

application, and, on February 24, 2004, the appellant seasonably 

filed its petition appealing the assessors’ denial with the 

Board.  On the basis of these facts, the Board found that it had 

jurisdiction to hear and decide the fiscal-year-2004 appeal.     

 At the hearing of these appeals, the appellant primarily 

argued that the hotel was overvalued by the assessors because 

their valuation methodology attributed too low an expense 
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figure, particularly with respect to reserves and returns on 

personal property, to their estimation of the hotel’s finances.  

The appellant attempted to prove that the fair cash value of the 

property was less than the assessments for the fiscal years at 

issue through the testimony of the city’s chairman of the 

assessors, the testimony of the hotel’s general manager, and the 

testimony of and appraisal report prepared by the appellant’s 

real estate valuation expert.  The assessors presented their 

case-in-chief through the testimony of the city’s chairman of 

the assessors and his written presentation.  On the basis of 

this evidence, the Board found few factual discrepancies.  The 

parties differed primarily in how their valuation witnesses 

treated reserves and returns on personal property in their 

respective valuation methodologies.       

 The subject property is a full-service seven-story hotel 

that houses eighty-seven guest rooms; a restaurant, bar area and 

café; a kitchen; a flexible conference/banquet room; and twelve 

commercial tenants.  It is the only hotel in North Adams.  The 

building contains 73,982 square feet above grade and 21,437 

square feet below grade where two of the commercial tenants are 

located.  The average commercial office and guest room size is 

360 square feet.  The majority of the structure is a steel and 

concrete-block frame structure with a brick veneer.  There are 

one-story concrete-block additions to the main guest room 
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segment of the building.  The roof is primarily a torched-down, 

rubber membrane covering.  Most of the building has a full 

basement.   

 The basement houses a variety of uses including a health 

club for the hotel, which includes two exercise rooms, locker 

rooms, an in-ground and “kiddy” pool room, and sauna and steam 

rooms.  In addition, the hotel laundry room and staff lounge are 

located in the basement, as are several mechanical/utility 

rooms.  There are also several rest rooms and two tenant spaces, 

Sandy’s Sterling Shop and Berkshire Tae Kwon Do.  The interior 

finishes vary.  The floors are either vinyl tile or carpet or 

unfinished poured concrete; the walls are a mix of painted 

concrete block and sheetrock; and the ceilings are either 

dropped grid or textured paint on concrete.   

 The ground level contains several uses and establishments 

including Steeple’s Restaurant and Café; the hotel lobby; a 

conference room with a capacity of 120, which can be divided 

into two smaller rooms; several hotel offices; and a mix of 

commercial tenant spaces, including a vacant 7,260-square-foot 

space that, during the relevant time period, was fitted out for 

medical office use.  The vacant medical office space contains 

twelve examination rooms, one procedure room, two reception 

areas and several rest rooms.  With the exception of an 

approximately 1,600- square-foot file room, it is finished with 
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carpet or tile flooring, sheetrock walls, and dropped ceilings.  

The remainder of the commercial tenant space on the first floor 

has carpet or ceramic tile flooring, sheetrock walls, and 

dropped ceilings.  The lobby has a decorative ceramic tile 

floor, raised wood-panel and wallpapered walls, and a decorative 

ceiling.  The ground floor also contains an outdoor covered 

terrace area.   

 Seventeen second-floor guest rooms have been converted into 

lower-quality office space in average to below-average 

condition.  The remaining two rooms on the second floor are 

guest rooms.  Floors three through seven are essentially all 

guest rooms.  The hotel contains five handicap- accessible 

rooms, which include a wheelchair-accessible shower.  Other 

guest rooms contain decorative carpeted flooring, wallpapered 

walls, and textured, painted, or decorative-tile ceilings.  The 

typical room furnishings include either two queen-size or one 

king-size bed, two end tables, two lamps, two luggage racks, an 

armoire with color television, a chair with ottoman, and a desk 

with lamp and chair or table with two chairs.  Each room is also 

equipped with two mirrors, a wall painting, and a Carrier brand, 

through-the-wall HVAC unit.  The bathrooms contain, among other 

items, four-inch ceramic tile flooring and wallpapered walls, 

along with a cast iron tub with Formica tub surround and a cast 

iron sink with a Corian countertop.   
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 All hallways have decorative wall-to-wall carpeting, 

wallpapered walls with chair rail, and a sheetrock ceiling with 

recessed lighting plus emergency lighting.  The sprinkler system 

encompasses the guest rooms, hallways, and most other spaces.  

The hotel underwent a major update of furniture, fixtures, and 

equipment in 2001.   

 The first witness to testify for the appellant was the 

North Adam’s chairman of the assessors, Roger J. Fachini.  He 

described generally how the subject property had been assessed 

historically by the assessors and how, in his opinion, the 

commercial market in North Adams had remained relatively stable 

during the relevant time period.  He also acknowledged that the 

terrorist attack on September 11, 2001, which preceded by 

several months the first assessment date of January 1, 2002, had 

a negative economic impact on the lodging industry.  

Notwithstanding these economic factors, the assessors raised the 

hotel’s assessment by approximately sixty-four percent from 

fiscal-year-2002’s assessment date of January 1, 2001 to fiscal-

year 2003’s assessment date of January 1, 2002.  Mr. Fachini 

testified that the fiscal-year-2003 assessment was based on 

actual audited figures supplied and certified by the hotel’s 

accountant for calendar year 2000.   

 The second witness to testify for the appellant was the 

general manager of the hotel, Edward Bassi.  Mr. Bassi testified 
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that since June 1992, the hotel has been owned by a local 

couple, Sanford and Marcy Plume, as shareholders of Sanmar.  

Both he and the Plumes were satisfied with the assessments 

placed on the hotel for the years prior to the ones in issue.  

They could not justify, however, the approximately sixty-four 

percent increase in the assessment from fiscal year 2002 to 

fiscal year 2003, particularly in light of the September 11, 

2001 tragedy and its negative financial impact on the lodging 

industry.   

Mr. Bassi also testified that two sources of income in the 

2000 financial records of Sanmar that were provided to the 

city’s assessors for assessment purposes, namely the sale of 

bank stock and interest on certificates of deposit, were for 

non-hotel related investments.  These two income figures were 

$24,396 and $11,528, respectively.  In addition, he testified 

that the medical facility, which previously rented space at the 

hotel, paid between $14 and $15 per square foot.  Because he was 

unable to find a similar tenant, that space was ultimately 

subdivided, after the years at issue and after a significant 

period of vacancy, into smaller rental units for lower rents.  

Mr. Bassi further observed that commercial rents and occupancy 

at the hotel decreased from fiscal year 2002 to fiscal year 2003 

and thereafter. 
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The appellant’s final witness was its real estate valuation 

expert, Jeffrey E. Robinson.  Based on his significant 

experience and relevant licensures and certifications, the Board 

qualified Mr. Robinson, without objection from the assessors, as 

an expert in valuing the real estate associated with hotel 

enterprises.  In his testimony, Mr. Robinson initially critiqued 

generally the valuation approaches that the assessors had used 

previously to value the subject property for the fiscal years at 

issue.  He also opined that when relying on a subject’s 

financial statements for the underlying data supporting income 

methodologies, the figures ordinarily must be adjusted and 

stabilized to better reflect the market.  In addition, he 

cautioned that non-realty items must be removed from the income 

to be capitalized to ensure that only the real estate is being 

valued.  Mr. Robinson also described the appropriate criteria to 

consider when using an income multiplier to value a hotel 

property.
1
 

To value the hotel property, Mr. Robinson first performed a 

highest-and-best-use analysis.  He determined that the existing 

use constituted the property’s highest and best use because 

there were no alternative uses that could produce a higher 

value.  Mr. Robinson then considered all three of the 

                                                 
1
 This multiplier is basically a factor of sales price to income which, in the 

case of a hotel, is applied to the number of rooms to estimate a property’s 

value. 
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traditional approaches for valuing property.  While he did not 

use the cost approach to value the hotel property because of the 

subject’s age and the difficulty in estimating accrued 

depreciation, Mr. Robinson did perform both sales-comparison and 

income-capitalization methodologies to estimate the value of the 

subject property.   

In his income-capitalization methodology, Mr. Robinson 

relied on three years of audited financial information regarding 

the subject property, which he compared to the market and 

stabilized.  He found that the subject property’s hotel room 

rents and occupancy rates for the fiscal years at issue were 

slightly below industry figures.  He accepted these figures as 

appropriate for inclusion in his methodology and attributed the 

hotel’s minor discrepancies with the industry figures to the 

subject’s comparatively rural location.   

Mr. Robinson also found that the first- and second-floor 

commercial rents compared favorably to the market while the 

actual vacancy rate for these spaces, which averaged 

approximately five percent, was ten percent lower than the 

fifteen percent that he found in the market.  Mr. Robinson 

tested the property’s net-operating-income ratios by comparing 

them to adjusted industry information.
2
  He determined that the 

                                                 
2
 Mr. Robinson modified the industry figures by deducting the food and 

beverage components, which were not included in the subject’s data because 

its restaurant was not operated by the hotel chain but was leased.  This 
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property’s ratio, which was lower than the market -- twenty-

seven percent compared to thirty-one percent -– was nonetheless 

reasonable considering the lower income and higher expenses 

associated with the increased number of commercial spaces 

present in the subject property as opposed to market properties.   

Mr. Robinson also examined the subject hotel’s fixed 

charges, including its management and franchise fees.  He 

determined that the fixed charges were comparable to the market, 

and he adopted them. He found that the management and franchise 

fees effectively accounted for the income attributable to the 

business component of the hotel enterprise.  An additional 

deduction to account for business-related income was not 

necessary.  Accordingly, he surmised that by subtracting the 

management and franchise fees, which, on a stabilized basis, 

totaled approximately ten percent of the hotel’s gross operating 

income, he effectively removed the business-related income, 

leaving only that income attributable to the personal property 

(“FF&E”), reserves, and real estate.  His total operating 

expenses, which were the reciprocal of the net-operating-income 

percentage, represented approximately seventy-three percent of 

the annual effective gross economic income.     

                                                                                                                                                             
modification enabled him to reliably compare industry data with the 

subject’s. 
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To remove the income attributable to the hotel’s FF&E, Mr. 

Robinson accounted for both a “return of” and “return on” the 

investment.  After researching and discovering that the hotel 

industry’s range for this reserve was three to eight percent, 

and after determining the life expectancy of hotel equipment and 

furnishings and what investors assign to this category, Mr. 

Robinson established a reserve account of 3.5 percent for this 

hotel’s replacement reserve for FF&E.   

For a return on the capital invested in the FF&E, 

Mr. Robinson first calculated the value of these items using 

primarily actual figures that he confirmed with industry 

sources.  He determined that a cost per room of approximately 

$11,000 for 87 rooms represented a total FF&E replacement cost 

of $957,000.  Based on a ten-year life with an average effective 

age of three years, which resulted in a depreciation factor of 

thirty percent, Mr. Robinson generated a stabilized contributory 

value of $670,000 for the FF&E.  Using a rate of return of 

11.5 percent, which he derived from his capitalization rate for 

the real estate plus a two-percent premium for typical chattel 

risk, Mr. Robinson calculated an annual rate of $77,100 for his 

return on FF&E.   

His final deduction before determining the net income 

attributable to the real estate was his reserve for replacement 

of building components, which wear out more quickly than the 
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building itself, such as HVAC and roofing.  To determine this 

amount, he researched and determined that the industry range was 

1.0 to 2.5 percent and also considered the actual expenditures 

at the subject hotel for the past ten years.  Relying on this 

data, he determined that a reserve of 1.5 percent was 

appropriate.   

Mr. Robinson extracted his capitalization rate for the 

fiscal years at issue from sales of comparable hotel properties, 

which he obtained from time-appropriate studies conducted and 

published by PriceWaterhouseCoopers, Hotel Brokers International 

and Korpacz.  He also relied on information gleaned from four of 

the five-comparable sale properties that he used in his sales-

comparison approach.  Using this data, he determined that, for 

the fiscal years at issue, an appropriate capitalization rate 

for the entire hotel operation was 11.5%.  He reduced that 

percentage by two percent to account for, among other things, 

the chattel risk to reach his recommended rate of 9.5% for the 

real estate associated with the hotel property.  He checked and 

verified his market derived capitalization rate with one derived 

from a mortgage-equity technique.  

A summary of Mr. Robinson’s income-capitalization 

methodology is contained in the following table. 

 Fiscal Year 2003 

January 1, 2002 

Fiscal Year 2004 

January 1, 2003 

   

Effective Gross Economic Income $1,950,000 $1,950,000 
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Operating Expenses (73%) ($1,423,500) ($1,423,500) 

   

Net Operating Income $  526,500 $  526,500 

   

FF&E Reserves (3.5%) ($   68,300) ($   68,300) 

   

Return on FF&E ($   77,100) ($   77,100) 

   

Reserve for Building Replacements ($   29,000) ($   29,000) 

   

Net Income Attributable to Real 

Estate (before property taxes) 

 

$  352,100 

 

$  352,100 

   

Capitalization Rate 

 

9.5% + 2.82% = 

12.32% 

9.5% + 2.75% = 

12.25% 

   

Indicated Market Value $2,857,955 $2,874,286 

Rounded Value $2,850,000 $2,875,000 

 

 In addition to his income-capitalization analysis, 

Mr. Robinson conducted a sales-comparison approach by examining 

the sales of what he considered to be five potentially 

comparable properties.  These properties were, in the order that 

he numbered them in his report, as sale numbers one through 

five, the Quality Inn in West Springfield, the Park Inn 

(formerly Comfort Inn) in Chicopee, the Super 8 Motel in Lee, 

the Super 8 Motel in Greenfield, and the Four Points Sheraton in 

Leominster.  He researched these properties’ deeds and sale 

prices, discussed each of the sales with at least one of the 

principals involved, made what he considered to be appropriate 

adjustments to each property’s sale price after considering 

each’s characteristics when compared to the subject property’s, 

and focused on only that portion of each comparable property’s 
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sale price that was attributable to the real estate component of 

the hotel enterprise.   

The characteristics that he considered in his adjustments 

were conditions of sale, financing, market conditions, location, 

site size, amenities, and the condition of the building.  His 

primary unit of comparison was each property’s sale price per 

room, which, as he stated in his report, is regarded as the 

industry’s standard approach.  Mr. Robinson’s sales-comparison 

method produced an estimated value for the real estate 

attributable to subject hotel of $3,050,000 for both of the 

fiscal years at issue.  He stated that the market was 

essentially flat during the relevant time period.      

 A summary of his market-data comparison and analysis is 

contained is the following table. 

 Comparable 

Sale 1 

Comparable 

Sale 2 

Comparable 

Sale 3 

Comparable 

Sale 4 

Comparable 

Sale 5 

Date of Sale 12/00 02/00 04/00 12/99 12/00 

Sale Price ($) 3,615,000 5,000,000 1,876,500 1,910,000 9,450,000 

Bldg. Sq. Ft. 62,750 90.978 18,248 22,420 129,159 

No. of Rooms 114 100 49 60 187 

Sale Price/Room 31,711 50,000 38,296 31,833 50,535 

      

FINANCIAL ADJUSTMENTS 

Sale Conditions 

 

0 

 

0 

 

0 

 

0 

 

0 

Financing 0 0 0 0 0 

Market Conditions 0 0 0 0 0 

Net Adjustment 0 0 0 0 0 

      

PHYSICAL ADJUSTMENTS      

Location -10% -10% -10% -5% -15% 

Site Size 0 0 -10% 0 0 

Amenities 0 0 +5% +5% -5% 

Age/Condition/Quality +5% 0 +15% +15% -10% 

Net Adjustment -5% -10% 0 +15% -30% 

      

Indicated Unit Value 

of Subject Property 

 

$30,100 

 

$45,000 

 

$38,300 

 

$36,600 

 

$35,400 
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 Mr. Robinson then weighted each property’s adjusted unit 

value in relation to its degree of comparability to the subject, 

using a ranking system which placed the highest value on the 

property most comparable.  He gave little weight to comparable 

sale 2 because there was no data regarding the contributory 

value of non-realty items and the buyer reportedly had little 

hotel experience.  The following table summarizes his approach 

in this regard. 

Comparable Sale 

No. 

 

Rank 

Adjusted Unit 

Value 

 

Product 

1 5 $30,100 $150,500 

2 0 n/a 0 

3 4 $38,300 $153,200 

4 3 $36,600 $109,800 

5 2 $35,400 $ 70,800 

    

TOTAL 14  $484,300  

 

Mr. Robinson divided his total product figure by the total 

rank to reach his estimated unit value of $34,600, which he 

rounded to $35,000.  He then multiplied $35,000 by the subject 

property’s 87 hotel rooms and rounded that figure to estimate 

the value of the real estate associated with the subject hotel 

enterprise at $3,050,000 for both of the fiscal years at issue.  

Mr. Robinson testified that his approach also took into account 

the subject’s commercial rentals because some of the comparable-

sale properties also contained commercial rentals and he 

adjusted for them.     
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In reconciling the different values that his income-

capitalization and sales-comparison approaches produced, Mr. 

Robinson relied primarily on the values suggested by his income-

capitalization methodology.  He found that the various 

components comprising this approach were “well supported” by 

market evidence.  With respect to his sales-comparison 

technique, he conceded that he was not able to fully verify the 

data and was less confident in the values that it produced.  

Giving far greater weight to the estimate of value suggested by 

his income-capitalization approach than to the value produced by 

his sales-comparison approach, Mr. Robinson estimated the value 

of the real estate associated with the subject hotel at 

$2,900,000 for both of the fiscal years at issue.   

In support of the assessments in the amount of $4,362,900 

and $4,209,500 for fiscal years 2003 and 2004, respectively, the 

assessors called Mr. Fachini, the chairman of the assessors, to 

testify.  Mr. Fachini, who had already testified in the 

appellant’s case-in-chief, described how he arrived at the 

assessments for the fiscal years at issue using a standard mass-

appraisal computer model often employed by assessors.  In 

essence, he plugged-in the information contained in the audited 

financial statements, provided by the appellant’s accountant, 

for his income and expense figures, adjusted for replacement 

reserves (at approximately two percent of effective gross 
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income), and then applied several what he termed “standard 

capitalization rate formulation[s]” for commercial property, 

which he acknowledged were probably not as reliable as rates 

developed by an appraiser focusing on a specific hotel property.   

Mr. Fachini based his selection of capitalization rates on 

discussions with several commercial lenders and mortgage brokers 

as well as real estate investors in the area.  His calculations 

consisted of the sum of the rate at which an investor could 

reasonably expect to borrow (prime (4.75%) plus one or two 

points), plus a return on investment (2.50%), plus the tax rate 

of approximately 2.800%.   

Mr. Fachini conceded that he did not consider for inclusion 

in his methodology a return on FF&E or an adjustment to the 

income figures for investment income unrelated to the real 

estate.  He also testified that his single reserve figure 

included consideration for both short-lived building components 

and FF&E.  In this way, Mr. Fachini testified that he estimated 

the value of the real estate associated with the hotel 

enterprise at approximately $4.2 million for both of the fiscal 

years at issue.        

A summary of Mr. Fachini’s income-capitalization approach, 

without correction, is contained in the following table.
3
     

                                                 
3
 The Board notes that there are several errors in Mr. Fachini’s calculations 

that compromise his suggested values.  These errors may be due to his 



 ATB 2005-99 

                                                                                                                                                             
inputting an excessive number of overrides to the original data into his 

canned income-capitalization program. 
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 Fiscal Year  

2003 

Fiscal Year  

2004 

   

Gross Income $1,907,700 $2,099,600 

   

Expenses (74%) ($1,404,700) ($1,478,300) 

   

Reserves (2%) ($   40,200) ($   40,200) 

   

Net Income $  491,100 $  491,100 

   

Overall Capitalization Rate 11.05% 11.05% 

Indicated Value $4,188,200 $4,444,300 

   

Overall Capitalization Rate 12.05% 12.05% 

Indicated Value $3,840,700 $4,075,500 

                                

 On the basis of all of the evidence, the Board found that 

the appellant’s real estate valuation expert and the chief 

assessor agreed on most of the underlying figures and 

assumptions for valuing the real estate associated with the 

subject hotel using an income-capitalization approach.  Their 

primary disagreements centered on their differing treatment of 

reserve categories and a return on personal property.  Their 

income figures were similar despite Mr. Fachini’s failure to 

reduce the income for investment income not related to the real 

estate.   

Like Mr. Robinson and Mr. Fachini, the Board also found 

that an income-capitalization approach was the most appropriate 

way to value this income-producing property.  The Board found 

that the cost approach was not appropriate here because of the 

property’s use and age.  In addition, the Board noted that 

neither Mr. Robinson nor Mr. Fachini relied on that method and 
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there was no evidence to support it.  The Board further found 

that the sales-comparison approach was not appropriate as a 

primary valuation tool in these appeals because the comparable-

sale properties in evidence were only marginally comparable to 

the subject property and necessitated large subjective 

adjustments, which tended to compromise their reliability and 

usefulness.  The appellant’s real estate valuation expert only 

relied on this methodology to a limited extent because the data 

was not verified fully.  Mr. Fachini did not rely on it at all.  

The Board agreed with Mr. Robinson’s approach and only used the 

value derived from Mr. Robinson’s sales-comparison approach in a 

subsidiary way.  Under the circumstances, and consistent with 

its approach in similar appeals,
4
 the Board found that an income-

capitalization technique was the favored method to use to value 

the subject property.   

The Board accepted Mr. Robinson and Mr. Fachini’s 

determinations that the highest and best use of the subject 

property was its continued use as a hotel with commercial space.  

The Board found that this use was both appropriate and prudent 

under the circumstances because it not only appeared to meet the 

                                                 
4
 See the Opinion section for real estate valuation cases and appeals related 

to hotel properties that use an income-capitalization methodology.   
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tests associated with highest and best use determinations,
5
 but 

it also protected the hotel’s investors to some extent from 

downturns associated with the hotel and travel industry.   

For its income-capitalization methodology, the Board 

adopted Mr. Robinson’s approach.  The Board found that his 

effective gross economic income and operating expenses closely 

paralleled Mr. Fachini’s.  The Board found that Mr. Robinson’s 

figures, like Mr. Fachini’s, were derived from the properties’ 

actual experience and accurately portrayed market figures for 

this somewhat unique property for the area.  The Board further 

found that, for purposes of these appeals, Mr. Robinson’s 

technique for eliminating the value of the business component of 

the hotel enterprise through the deduction of management and 

franchise fees from the hotel’s income was appropriate under the 

circumstances because the appellant actually paid franchise fees 

and the actual management fees reflected the higher cost 

associated with the management of both the hotel and the 

commercial rentals.  While Mr. Fachini did not specifically 

highlight deductions for management and franchise fees in his 

testimony or documentary submissions, his overall expense 

figures indicate that he apparently agreed with Mr. Robinson 

                                                 
5
 According to APPRAISAL INSTITUTE, THE APPRAISAL OF REAL ESTATE at 306 (12

th
 ed., 

2001), the highest and best use is the “reasonably probable and legal use of 

vacant land or an improved property that is physically possible, 

appropriately supported, and financially feasible and that results in the 

highest value.”   
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that they should at least be deducted from the hotel 

enterprise’s income.       

The Board also found that Mr. Robinson’s capitalization 

rates of 12.32% and 12.25% for fiscal years 2003 and 2004, 

respectively, were well-supported by underlying data, 

assumptions, and methodology, and used the actual, not a 

rounded, tax rate.  The Board noted that Mr. Fachini’s rate of 

12.05% nearly approximated Mr. Robinson’s.   

The major differences between Mr. Fachini and 

Mr. Robinson’s income-capitalization methodologies were how they 

treated reserves and the return on FF&E.  Mr. Fachini only 

deducted two percent from gross income to account for all of his 

reserves, including, apparently, reserves for building 

components, which he did not single out, and he did not include 

any deduction for a return on FF&E.  On the other hand, the 

appellant’s valuation expert, Mr. Robinson, deducted 3.5% for 

his FF&E reserve and also deducted a relatively small amount 

($29,000) for a reserve related to the replacement of certain 

building components.  In addition to these two reserve 

deductions, Mr. Robinson included a deduction in the amount of 

$77,100 for a return on FF&E.  For the reasons set forth below, 

the Board found that Mr. Robinson’s approach and estimates for 

these categories were appropriate and reasonable.   
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The Board found that Mr. Robinson’s reserve for FF&E was on 

the lower end of the hotel industry’s range for this reserve.  

It was also supported by his own determinations regarding the 

cost of the actual property, its life expectancy, and the return 

investors ordinarily assign to this category.  The Board found 

that Mr. Robinson’s selection of 3.5% of effective gross 

economic income for this reserve was appropriate.  The Board 

also found that Mr. Robinson’s inclusion of a reserve for 

replacement of building components was justified because certain 

building components wear out more quickly than the building 

itself.  His percentage rate of 1.5% again fell on the lower end 

of the industry range.  Finally, and in keeping with its 

findings and rulings in other hotel-related real estate 

valuation appeals discussed in the Opinion below,
6
 the Board 

found that a return on FF&E should be included in a proper 

income-capitalization methodology for valuing the real estate 

associated with a hotel property.  The Board further found that 

Mr. Robinson’s method of calculating a return on FF&E, which 

resulted in a deduction of $77,100, was well-reasoned and well-

supported.     

On the basis of these subsidiary findings, the Board 

adopted Mr. Robinson’s income-capitalization methodology in its 

                                                 
6
 See the Opinion section for real estate valuation cases and appeals related 

to hotel properties that use an income-capitalization methodology.   
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entirety and, like Mr. Robinson, gave it primary consideration 

and weight in determining the fair cash value of the real estate 

associated with the hotel.  The Board, again like Mr. Robinson, 

gave his estimate of value from his sales-comparison approach 

considerably less weight.  On this basis, the Board found, like 

Mr. Robinson, and after reconciling the two approaches, that the 

value of the real estate associated with the hotel was 

$2,900,000 for both of the fiscal years at issue.  The Board 

therefore decided these appeals for the appellant and granted 

abatements in the amount of $41,283.04 for fiscal year 2003 and 

$35,985.06 for fiscal year 2004.   

 

Opinion 

The assessors are required to assess real estate at its 

fair cash value.  G.L. c. 59, § 38.  Fair cash value is defined 

as the price on which a willing seller and a willing buyer will 

agree if both of them are fully informed and under no 

compulsion.  Boston Gas Co. v. Assessors of Boston, 334 Mass. 

549, 566 (1956).  Generally, real estate valuation experts and 

the Massachusetts courts rely upon three approaches to determine 

fair cash value of property:  income-capitalization, sales 

comparison, and cost reproduction.  Correia v. New Bedford 

Redevelopment, 375 Mass. 360, 362 (1978). 
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“The board is not required to adopt any particular method 

of valuation,” Pepsi-Cola Bottling Co. v. Assessors of Boston, 

397 Mass. 447, 449 (1986), but the income- capitalization method 

“is frequently applied with respect to income-producing 

property.”  Taunton Redev. Assocs. v. Assessors of Taunton, 393 

Mass. 293, 295 (1984).  Moreover, use of the income-

capitalization method is appropriate when reliable market-sales 

data are not available.  Assessors of Weymouth v. Tammy Brook 

Co., 368 Mass. 810, 811 (1975); Assessors of Lynnfield v. New 

England Oyster House, 362 Mass. 696, 701-702 (1972); Assessors 

of Quincy v. Boston Consolidated Gas Co., 309 Mass. 60, 67 

(1942).  The income-capitalization method is also appropriate 

for valuing real estate improved with a hotel.  See Three 

Corners Realty Trust v. Assessors of Salem, 27 Mass. App. Tax 

Bd. Rep. 185, 196 (2002); Cambridge Hyatt Joint Venture v. 

Assessors of Cambridge, 12 Mass. App. Tax Bd. Rep. 153, 172 

(1990).  Under the income-capitalization approach, valuation is 

determined by dividing net-operating income by a capitalization 

rate.  See Assessors of Brookline v. Buehler, 396 Mass. 520, 

522-23 (1986).  Net-operating income is obtained by subtracting 

expenses from gross income.  Id. at 523.  In the case of a 

hotel, income attributable to the personal property and business 

component of the hotel is also deducted.  See Cambridge Hyatt 

Joint Venture, 12 Mass. App. Tax Bd. Rep. at 168-69; HOTELS AND 



 ATB 2005-107 

MOTELS: A GUIDE TO MARKET ANALYSIS, INVESTMENT ANALYSIS AND VALUATIONS (The 

Appraisal Institute 1997) at 240-41 (HOTELS AND MOTELS).      

In these appeals, the Board found and ruled that the 

capitalization of the net income of the hotel, an approach 

relied on by both Mr. Robinson for the appellant and Mr. Fachini 

for the assessors, was the best method for determining the fair 

cash value of the subject property.  The Board also found and 

ruled that, in these appeals, the sales-comparison approach was 

worthy of some weight. Accordingly, like Mr. Robinson, the Board 

accorded primary weight to the value derived from his income-

capitalization approach and significantly less weight to the 

value derived from his sales-comparison technique.   

The income stream used in the income-capitalization  method 

must reflect the property’s earning capacity or market rental 

value.  Pepsi-Cola Bottling, 397 Mass. at 451.  In the instant 

appeals, both Mr. Robinson and Mr. Fachini relied upon the 

property’s actual income as depicted in the appellant’s audited 

financial statements.  Mr. Robinson, however, removed investment 

income from his figures; Mr. Fachini did not.  Based primarily 

on the hotel’s remote location from its potential competitors, 

the Board found and ruled that the property’s actual income, 

stabilized and with the investment income removed because it was 

not income earned by the property per se, best reflected the 

hotel’s earning capacity while approximating the market.  See, 
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e.g., Three Corners Realty Trust, 27 Mass. App. Tax Bd. Rep. at 

196-97; Cambridge Hyatt Joint Venture, 12 Mass. App. Tax Bd. 

Rep. at 173.  Accordingly, the Board adopted Mr. Robinson’s 

stabilized income figures.      

With respect to the expenses, the Board found and ruled 

that Mr. Robinson’s were reasonable to use for the fiscal years 

at issue in these appeals.  Mr. Robinson and Mr. Fachini again 

based their figures on the appellant’s audited financial 

statements.  On the basis of the evidence presented, the Board 

found that the stabilized expense figures used by Mr. Robinson 

were the best indicators of market expenses for this property.  

Accordingly, the Board adopted Mr. Robinson’s stabilized expense 

figures.   

To account for the income attributable to the business 

component of the hotel, Mr. Robinson deducted for both 

management and franchise fees.  While Mr. Fachini did not 

similarly account for business income, he did deduct management 

and franchise fees from the hotel’s income within his general 

rubric of expenses.  Mr. Robinson did not otherwise deduct for 

management and franchise fees.  On this basis, the Board found 

and ruled that Mr. Robinson appropriately accounted for the 

business income associated with the hotel by stabilizing and 
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then deducting the actual management and franchise fees.
7
  The 

Board further found that because this hotel actually paid 

franchise fees, unlike the hotel in Cambridge Hyatt Joint 

Venture, 12 Mass. App. Tax Bd. Rep. at 168, it was proper to 

consider franchise fees as part of the income attributable to 

the hotel’s business.  The Board noted that even if franchise 

fees were not considered part of the business income, they would 

still be deducted here because they were reasonable expenses.  

See G.F. Springfield Management, Inc. v. Assessors of West 

Springfield, 25 Mass. App. Tax Bd. Rep. 768, 776-77 (2000).       

For reserves, the Board found and ruled that Mr. Robinson’s 

were the appropriate ones to use for the fiscal years at issue 

in these appeals.  Mr. Robinson established reserves for both 

FF&E and relatively short-lived building components.  Mr. 

Fachini’s methodology included only one reserve, which he 

claimed was all-inclusive.  The Board found that Mr. Robinson’s 

approach comported with the Board’s favored methodology in this 

regard.  See Assessors of Brookline v. Buehler, 396 Mass. at 531 

(upholding the Board’s recognition that the replacement of 

                                                 
7
 The Board accepted another method for valuing the real estate associated 

with a hotel enterprise in Analogic Corporation v. Assessors of Peabody, 25 

Mass. App. Tax Bd. Rep. 473, 479 and 485-86 (1999) (Analogic II). Analogic II 

is a revised findings of fact and report, promulgated in response to the 

Appeals Court partial reversal and remand of Analogic Corporation v. 

Assessors of Peabody, 19 Mass. App. Tax Bd. Rep. 59 (1996) (Analogic I), in 

Analogic Corporation v. Assessors of Peabody, 45 Mass. App. Ct. 605, 616 

(1998).  In Analogic II, the Board valued the real estate associated with the 

Marriott Hotel by first valuing the total assets of the business and then 

deducting the value attributable to the non-assessable intangible assets and 

the assessable personal property.  Analogic II at 477.      
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building components such as worn out roofing, heating equipment, 

and electrical fixtures are expenses appropriate for a reserve); 

Three Corners Realty Trust, 27 Mass. App. Tax Bd. Rep. at 195 

(allowing a reserve for short-lived real estate as depicted in 

its table summarizing its income-capitalization methodology).  

The Board further found that Mr. Robinson’s figures were well-

supported.  Accordingly, the Board adopted his technique of 

using two reserves, one for FF&E and one for relatively short-

lived building components.  The Board also adopted Mr. 

Robinson’s methodology for calculating the reserves because it 

was based on generally accepted valuation principles.  See HOTELS 

AND MOTELS at 240 (“a reserve for replacement allowance can be 

estimated . . . as a percentage of the gross revenue.”).   

“The return on the FF&E reflects the owner’s cost of 

capital and is used with the current market value of the FF&E in 

place.”  HOTELS AND MOTELS at 240.  The Board found and ruled that 

Mr. Robinson properly included and calculated a return on FF&E 

in his methodology.  See Red Lion Realty Trust v. Assessors of 

Lenox, 24 Mass. App. Tax Bd. Rep. 115, 118 and 121 (1998); 

Cambridge Hyatt Joint Venture, 12 Mass. App. Tax Bd. Rep. at 

168.  Mr. Fachini did not include such a return in his analysis.  

The Board adopted Mr. Robinson’s return figures because it found 

that the underlying data was reasonable and his methodology was 

appropriate.  Mr. Robinson relied on an estimate of the current 
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value of the FF&E, and he used a capitalization rate that 

reflected “the cost of the capital commonly used to purchase 

personal property.”  Three Corners Realty Trust, 27 Mass. App. 

Tax Bd. Rep. at 194 (quoting from HOTELS AND MOTELS at 245).    

Finally, in determining what capitalization rate to use in 

its income-capitalization approach, the Board found and ruled 

that Mr. Robinson’s capitalization rates of 12.32% and 12.25% 

for fiscal years 2003 and 2004, respectively, were well-

supported by underlying data, assumptions, and methodology, and 

used the actual, not a rounded, tax rate.  The Board noted that 

Mr. Fachini’s rate of 12.05% approximated Mr. Robinson’s.  

Accordingly, the Board adopted Mr. Robinson’s suggested 

capitalization rates for the fiscal years at issue.   

In reaching its opinion of fair cash value in these 

appeals, the Board was not required to believe the testimony of 

any particular witness or to adopt any particular method of 

valuation that an expert witness suggested.  Rather, the Board 

could accept those portions of the evidence that the Board 

determined had more convincing weight.  Foxboro Associates v. 

Assessors of Foxborough, 385 Mass. 679, 683 (1982); New Boston 

Garden Corp. v. Assessors of Boston, 383 Mass. 456, 473 (1981); 

New England Oyster House, Inc., 362 Mass. at 701-702.  In 

evaluating the evidence before it, the Board selected among the 

various elements of value and formed its own independent 
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judgment of fair cash value, which comported with Mr. 

Robinson’s.  General Electric v. Assessors of Lynn, 393 Mass. 

591, 605 (1984); North American Philips Lighting Corp. v. 

Assessors of Lynn, 392 Mass. 296, 300 (1984). 

The Board need not specify the exact manner in which it 

arrived at its valuation.  Jordan Marsh v. Assessors of Malden, 

359 Mass. 106, 110 (1971).  The fair cash value of property 

cannot be proven with “mathematical certainty and must 

ultimately rest in the realm of opinion, estimate and judgment.”  

Boston Consolidated Gas Co., 309 Mass. at 72.  “The credibility 

of witnesses, the weight of evidence, and inferences to be drawn 

from the evidence are matters for the board.”  Cummington School 

of the Arts, Inc. v. Assessors of Cummington, 373 Mass. 597, 605 

(1977). 

The burden of proof is upon the appellant to make out its 

right as a matter of law to an abatement of the tax.  Schlaiker 

v. Assessors of Great Barrington, 356 Mass. 243, 245 (1974).  In 

the present appeals, the Board ruled that the appellant met its 

burden of proving that the subject property was overvalued in 

both of the fiscal years at issue.  The Board found that the 

value of the real estate associated with the hotel for fiscal 

years 2003 and 2004 was $2,900,000.   
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Accordingly, the Board decided these appeals for the 

appellant and granted abatements in the amounts of $41,283.04 

and $35,985.06, for fiscal years 2003 and 2004, respectively.   
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