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Petitioner Sleepy Hollow Country Club commenced this action bursuant to Article
7 of the Real Property Tax Law (RPTL), challenging the correctness of the assessments
established for the subject property by_ the Town of Mt. Pleasant for assessment years
2012 through 2016, and the Town of Ossining for assessment years 2012 - 2016.

The subject property occupies approximately 323 acres Iocated_on 10 tax lots
comprised of 6 tax lots in the Town of Ossining and 4 tax lots in the Town of Mt.

Pleasant. The specific Section-Block and Lot numbers are as follows:

Town of Ossining | Town of Mt. Pleasant
105.09-1-1 104.16-1-1
104.16-1-10 104.16-1-10
104.16-1-7 _ 104.16-1-17
104.12-1-1 104.16-1-9
104.11-1-41
104.08-1-51

STIPULATIONS

Prior to the commencement of.testimony, the parties, through their counsel, on
the record stipulated as follows:

a) That although they appraised six years in these proceedings, they agree that
they will try five years in one consolidated proceeding.

b) The taxpayer is an approved party and has standing to commence this

proceedings and there are no jurisdictional impediments to this Court hearing
these proceedings.
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¢) That each of the respective experts are deemed to be experts for purposes of
offering opinion testimony as to value of real property.

d) The reports prepared by the experts shall be conditionally entered in evidence
as trial evidence subject to counsel’s right to cross examination.

e) Two notices to admit, that have been served upon the Town of Ossining and
the Town of Mt. Pleasant will be marked into evidence as Court exhibit, with
respect to parcel numbers, respective jurisdictions, assessed values and
equalization rates. '

HE SUBJECT PROPERTY

The Sleepy Hollow Country Club is an upscale private country club with
extensive amenities. Its location is enhanced by “a great site of rolling topography that
overlooks the Hudson River that’s also very accessible by a lot of people.” The golf
course is a “highly-regarded and well-recognized golf course” that was designed by
prominent “golden age” golf' course architects C.B. MacDonald and Seth Raynor; noted
architect A.W. Tillinghast participated in some design at a later point, and then in 2006,
the club hired note& course designer Gil Hanse to renovate the course. The course is
recogniéed as one of the top-rated courses in New York State and the United States.

The primary improvement of the subject property is the three-story, 60,475
square foot Woodlea Clubhouse, which began development in 1892 as a Vanderbilt
Mansion owned by Colonel Elliot Fitch Shephard, the owner of the Mail and Express
newspaper and founder of the New York Bar Association. Its main Ievek includes dining

and function areas with a dining room capacity of 60 guests and banquet capacity of
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250 guests. The clubhouse’s pavilion can accommodate up to 500 guests with a tent for
summer functions.

The lower level houses a pro shop; a men’s locker room with 405 lockers; a
women's locker room with about 200 lockers; a grille room; mechanical rooms and a
kitchen. The upper level includes 18 -Iodging rooms that are rented to guests and 12
rooms that house employees. The clubhouse is in excellent condition according to the
appraisers. |

The mansion was purchased in 1910 by Frank Vanderbilt and William
Rockefeller and in 1911, Sleepy Hollow Country Club was founded by a board of
directors, which included john Jacob Astor IV, Cornelius Vanderbilt Ill, Edward Julius
Berwind, and otﬁers. Throughout the years Sleepy Hollow Country Club has gone
through a number of renovations and changes and remains one of the top-rated golf
courses and country clubs both in New York State and the United States.

The property also includes residences for general manager, the sqperintendent,
the golf pro and assistant pros.

In addition to Woodlea Clubhouse, the subject property’s facilitates include an
18-hole golf coursé; a nine-hole executive course; an indoor golf learning and practice
facility, putting and chipping greens; tennis/pool building; 10 Har-Tru Tennis Courts;
paddle tennis and squash courts; a swimming pool; a 20,000 square foot equestrian
facility that includes indoor and outdoor riding rinks and stables for 45 horses; ancillary
ample parking areas, residence, two maintenance buildings, storage for the carts, and

other structures, all in good condition.
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Sleepy Hollow presented an appraisal report generated by Jeffrey R. Dugas,
MAI, SGA. Mr. Dugas is a member of the Society of Golf Appraisers, an invitation-only
organization of appraisers specializing in golf course valuation; a member of the
Nationél Golf Course Owners Association; and a member of the National Golf
Foundation. Mr. Dugas has been in the business of appraising golf courses since 1991,
handling countless golf property assignments each year. He has been qualified as an
expert in the valuation of real property by the Courts of the étate of New York and has

testified in numerous trials involving golf course valuation as a qualified real estate

appraiser.

PETITIONERS’ APPROACH

Petitioners’ expert, Dugas approached the éssignment by first examining the
subject property. Based upon his experience and knowledge in the field of valuation of
- real property for fax certiorari proceedings, he concluded that the Income Capitalization
Method was the appropriate method to value the subject property. Recognizing the
subject operates as a private not-for-profit country club, with several types of
memberships, he opined, it should be valued és a for-p-rofit, publicly accessible daily fee
golf club because valuations of real estate should reflect a for-profit entity. He reasons
that a non-profit, by nature of its objectives, would not indicate én operation based on
market based numbers.
in furtherance, he outlined the following steps he took:
1. An analysis of the competitive market

2. Estimation of potential gross revenue from operations
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3. Analysis of rent comparable
4. Selection of an appropriate capitalization rate

5. Capitalize the projected net rental value

He opined that golf course properties are purchased primarily for investment
purposes. Thus, the investor is primarily interested, in the analysis, with the anticipated
net income relative to the purchase price.

In a supportive capacity, Dugas also develqped a Sales Comparison Approach.
He concedes that the usefulness of a sales comparison work-up depends upon the
quality of the data yoﬁ‘are able to gather. He further explains that it is critical that the
non-realty be seE)arated out and not be considered when valuing real estate for tax

certiorari purposes.

RESPONDENTS’ APPROACH

Respondents proffered testimony and evidence through their expert, Laurence A
Hirsh, CRE, MAI, SGA. Mr. Hirsh is the President of Golf Property Analysis; he has had
extensive experience including having completed over 3,000 golf property assignments.

Mr. Hirsh also ap}oroaéhed the valuation assignment by considering the three
approaches, income, sales comparison and cost. He opined that the Income Approach
was appropriate for property such as the subject. In cdnsidering the Income Approach,
he developed the value based on the traditional direct capitalization of _the Income

Approach as well as the market percentage of Rent A'pproach.
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Mr. Hirsh opined that the first step is to eétimate the effective gross income
generated from the operating revenues of the club. Next step is to estimate the net
operating income by subtracting stabilized operating income from the effective gross
income but before deducting finance charges such as debt service. Thereafter, he
developed a capitalization rate. Using the developed capitalization rate, he performed
the mathematical .steps to derive an estimation of value.

With respect to the !néome Approach, he performed three techniques of
valuations. They are traditional method valuations of the subject as a private not-for-
profit entity, two market rent approaches both as a private not-for-profit and market rent
as a'daily-fee facility. With regard to each of the market rent approach, He analyzed
each as using a percentage of gross revenue and percentage of revenues of the -
various departments or breakdown method. |

In total, Respondents’ appraiser developed six (6) approaches to value,
reconci[ed them and determined an estimate of value while putting the strongest

reliance on the Income Approach with less weight on the Sales Comparison Method.

INITIAL BURDEN

Assessments of real property, by the taxing authorities are deemed

presumptively valid. Roth v. City of Syracuse, 21 NY 3d 411 (2013). Those seeking to
challenge can rebut that presurhptioﬁ by bringing forth substantial evidence that the
property was overvalued. The substantial eviden;:e standard has been determined to
mean that the taxpayer “demonstrated the existence of a valid and credible disputé

regarding valuation.” EMC Corp. V Unmack, 92 NY 2d 179 (1998).
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The obligation is most often achieved by offering a “detailed competent appraisal
based on standard accepted appraisal techniques and prepared by a comp-etent

appraiser.” Niagara Mohawk Power Corp. v. Assessor Town of Geddes, 92 NY 2d 192

(1998).
The Uniform Rules of the Trial Courts speaks to appraisal reports at 22NYCRR

202.59 (g) (2):

(2) The appraisal reports shall contain a statement

of the method of appraisal relied on and the conclusions

as to value reached by the expert, together with the facts,
figures and calculations by which the conclusions were
reached. If sales, leases or other transactions involving
comparable properties are to be relied on, they shall be

set forth with sufficient particularity as to permit the
transaction to be readily identified, and the report shall
contain a clear and concise statement of every fact that a
party will seek to prove in relation to those comparable
properties. The appraisal reports also may contain photographs
of the property under review and of any comparable property
that specifically is relied upon by the appraiser, unless the
Court otherwise directs.

This Court finds that the Petitioner herein has met its initial burden by filing a
detailed appraisal based upon accepted appraisal techniques prepared by a competent
appraisér. The Court will now look to and weigh the entire record to determine if the

Petitioner has met its ultimate burden through the standard of the preponderance of the

evidence.

METHODOLGY
Based upon the rulings in several prior proceedings seeking to value golf

courses, for tax certiorari purposes, the parities have taken somewhat different positions
9
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relative to the appropriate method of valuation to be employed. They both acknowledge
that the Income Approach is the most appropriate method to value the subject. They
both acknowledge that the Income Approach seeks to measure the present worth of
future benefits from inqome producing properties. Moreover, they both néte that golf
properties are bought primarily as investments.

The consenéus of the approach separated the two experts, re[afive to
methodology on two central points. Petitioner maintainé the position that based upon
various court decisions in New York, that when you seek to value a private not for profit
golf propérty like the subject property for tax certiorari purposes, you treat the property
as a hypothetical for profit, publicly accessible entity.

Respondents maintain that such an approach with an entity such as the subject
would -run afoul of the statutory mandate / directive in New York relative to real estate
valuations in tax ce&iorari proceeding. Respondents refer to Real Property Tax Law.
(RPTL) section 302, which directs that property be assessed for tax purposes according
to its condition and ownership as of the Taxable Status Date. Respondents argue that
the subject property’s condition and ownership as of the taxable status dates under
review, was that of a high end, private not-for-profit country club and therefore should
not be valued as a for-profit daily fee, public accessible entity. .

The Court has not found, nor has any party pointed to a prohibition or mandaie in
the law that dictates that golf courses be valued, for tax certiorari proceedings, as daily
fee for-profit, public accessible entities. Indeed the goa] in valuation ﬁroceedings for tax

certiorari proceedings is to estimate market value. The process can include any fair and

10
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¢

non-discriminatory method that will achieve that result. See, Allied Corp v. Town of

Camilus, 80 NY2d 351 (1992).
The ultimate purpose of valuation in.a tax certiorari proceeding is to arrive at a
fair and realistic value of the property involved so that all property owners contribute

equitably to the public fisc. Great Atlantic & Pacific Tea Co. v. Kiernan, 42 NY 2d 236

(1997); Commerce Holdings Corp. v. Board of Accessors, 88 NY 2d at 729 (1992).

It is this Court’s opinion that both parties herein have approached this valuation
in a manner, in their respective opinions, to achieve a fair and realistic value. Therefore,
the Court determines that the methods employed by both experts are acceptable under
the facts and circumstances of this case. The Court must now determine on this record,

which of the estimates is most accurate.

PROPERTY SUBJECT TO TAXATION

Pursuant to New York Real Property Tax Law, the real property is subject to
taxation. (See New York Real Property Tax Law Seétion 300). Further, said real
property ‘s status for taxation purposes must be determined according to its condition
and ownership on the first day of March every year. Further, the value_of said real
property shall be determined pursuant to an applicable valuation date. (See New York
Real Property Tax Law Section 302 (1).

Petitioners’ expert describes the subject as a public daily fee golf course with
amen-ities.’ Respondents’ expert describes the subject as a high end private club,
“trophy property.” Both contend that they valued the property according to its condition,

use and ownership as of the relevant taxable status dates under review. Both experts
11
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valued the subject using a hypothetical for-profit public, daily fee technique which
resulted in similar value conclusions.

Both experts also used this abproach with departmen;tal rental percentages of the
various revenue components of the subject.

With respect to the daily few income approach, Mr. Dugas relied primarily on the
daily fee overall approach and developed the departmental rental approach as a check
on his overall daily fee income approach. Mr. Hirsh considered the daily fee income
ovérall rental percentage as two (2) of the five (5) income approaches to reach value of

the subject.

DAILY FEE

Both experts as indicated, developed hypothetical for profit daily fee technique.
They both agreed that in tax certiorari the goal in valuation is to estimate the value of
real estate only. In furtherance of that goal, the experts both undertook a process of
projecting gross revenue from golf by researched pricing used in ten (10) upscale
courses found in New York, New Jersey, and Connecticut. Petitioner’s expert included
an adjustment grid he utilized in estimating greens fees for the subject property.

Respondents’ expert followed basically the same process and as indicated
concluded somewhat similar values. Even so, Respondents’ expert maintain that he did
not give weight to the concluded values resulting from his daily fee, public course

analysis, for his conclusion of value.

12
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PETITIONERS’ ANALYSIS OF SUBJECT'S CLUB

Respondent maintains that the daily fee technique approach is flawed, in at least
one respect in that the subject is an upscale, private not-for-profit country club. Further,
because it is operated as such on the various dates under review, it should not be
valued as a for-profit, public daily fee entity. Based upon this Court’s review of the
testimony and evidence adduced at trial and any submissions, the Court determines
that Petitioners’ expert approach is fair and reasonable. Of palrticular import is
Respondents’ argument that Petitioners’ attribution of revenue from the historic |
clubhouse located on the subject property is seriously flawed. Petitioner,
notwithstanding a concession that he misidentified the size of the clubhouse maintains
that same does not create a significant flaw in his analysis. He explains that the value
contribution of the clubhouse is not analyzed by the square footage as a metric. He
explains that while it helps to have a large clubhouse, for his evaluation purposes, he
analyses revenues generated from the clubhouse, various revenue sources i.e. food
and beverage, merchandise sales. The Court finds that Petitioners’ expert misidentified

of the size of the subject’s historic clubhouse was adequately addressed by the expert.

RESPONDENTS’ OTHER METHODOGIES

Respondents’ expert as indicated above, developed a total of 6 methodologies.
Five of those methods fall under what he labels as income approaches and one sales
comparison.

in the traditional approach, he explains that through market analysis, net income

is estimated and then capitalized to get a value estimate.
13
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The market rent method of income capitalization attempts to estimate the
economic rent for the real estate that the subject occupies. The rental estimate is based
on the subject’s ability to generate revenue and comparable leases.

Responden'ts’ valuations of the subject included:

a) Private club using private club leases.

b) As a hypothetical condition as a public daily fee course.

c) A traditional income capitalization valuation as a going concern, where he

allocated out the non-realty components to derive a market value for the real

property.

Private Club Valuation

Mr. Hirsh valued the subject property as a private club and reviewed the actual -
income and expenses of the subject property. The valuation emphasized that Sleepy
Hollow Country Club is not a public daily fee course.

RPTL 302 (1) governs property valuation and requires that status of the property
be determined “according to its condition and ownership as of the first day of March and
the valuation thereof determined as of the applicable valuation date.” NY Real Prop. Tax
Law 302 (McKinney). Property must be assessed “without regard tb future potentialities
or possibilities and may not be assessed on the basis of some use contemplated in the

" future.” Addis Co. v. Srogi, 79 AD 2d 856, 857 (4" Dep't 1980).

Uniform Trial Court Rule 202.59 states in part as follows:

“The appraisal reports shall contain a statement
of the method of appraisal relied on and the conclusions

as to value reached by the expert, together with the facts, -
14

14 of 18



[FTLED._WESTCHESTER COUNTY CLERK 1272372020 02:45 PN ~!NDEX N0 65431/2013

NYSCEF DOC. NO. 18 RECEI VED NYSCEF: 12/23/2020

figures and calculations by which the conclusions were
reached. If sales, leases or other transactions involving
comparable properties are to be relied on, they shall be
set forth with sufficient particularity as to permit the
transaction to be readily identified, and the report shall
contain a clear and concise statement of every fact that a
party will seek to prove in relation to those comparable
properties ...” 22. NYCRR 202.59 (g) (2).

For his private club valuation, Mr. Hirsh took the income from membership dues,
which he developed by considering both the actual historical revenues and revenue
from the market. He also included guest fees and revenue from pro shop sales, food
and beverage sales, and tennis, swimming and equestrian fees, as well as room
cottage rental. The annual revenues for Sleepy Hollow Country Club using the private
club analysis ranged from $13 million to $15 million. Applying the appropriate
capitalization rate for each of the years, Mr. Hirsh’s conclusion of the value of Sleepy
Hollow as a private club ranged from $14.2 million to $20.2 million.

The record herein supports the Court’s conclusion that both parties have
proceeded contrary to the court rule and each has prejudiced the other in that regard.

" The record supports the Petitioners’ claim that Mr. Hirsh, in selecting his
comparable sales to establish value of the subject, selected properties, some of which
raised question about their use and condition on the valuation dates being in accord
with the statutory mandate of RPTL 302.

Further, in Mr. Hirsh's sales comparison approach, the record supports the
conclusion that many of fhe proffered comparables had issues that questioned their
viability of relevant comparables. Issues were raised as to the development or use

15
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potential of the comparable as well as the admitted, in some instances the omission of
the relevant facts, figures and calculations.

Additionally, Mr. Hirsh, in developing his daily fee approach also admitted that
through his selection of lease comparables, he chose leases that did not reflect the golf
market for the years under review. His chosen leases were all pre- September 2008
recession and none were reflective of any of the years under review.

Questions were raised concerning his value conclusions developed by the use of
the going concern income approach. Particularly, the record supports a finding that
Respondent (mistakenly or otherwise) included an initiation fee in his value
computation. He admits that revenue from initiation fees are not attributable to value of
the real property.

Mr. Hirsh, in generating his overall rental percentage valued and relied on 23
rental comparables. One third of them had no information about the name of the club
and only indicated a state where property was located, gross revenue, and rent as a
percentage of gross revenue. The majority of the remaining two-thirds were pre-fiscal
crisis. |

This Court finds that there is no mandate to value golf courses or country clubs
using any particular techniques, thus the various techniques used by these litigants are
generally applicable. Based upon this record, the Court determines that the
preponderance of the evidence weighs in favor of the Petitioner.

The hypothetical daily fee public technique has been previously used in the state
of New York and both parties developed that method with similar indications of value in

the case at bar.
16

16 of 18



[FTCED._WVESTCHESTER COUNTY CLERK 1272372020 02:45 PN ~ !NDEX NO 65431/2013

NYSCEF DOC. NO. 18 RECEI VED NYSCEF: 12/23/2020

The additional approaches developed by the Respondents’ expert contain errors
and omissions in addition to the non-compliance of Court Rules when taken collectively
serve to undermine the validity and relevancy of the conclusions as to the value
reached.

Based upon the preponderance of the evidence, the Court hereby finds in favor

the Petitioner and sustains the petitions in each of the years under review.

Conclusion
The Court adopts the appraisal conclusion of the Petitioner and establishes value

estimate for the indicated assessment years as follows:

Assessment Year | Appraised Value
2012 $11,800,000.
2013 $11,600,000.
2014 $11,800,000.
2015 $11,900,000.
2016 - $12,000,000.

it is hereby ORDERED, that the Petitions, with costs pursuant to RPTL 722 (1)

are sustained, and the appropriate rolls are to be corrected accordingly; and it is hereby
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ORDERED, that the Petitions for assessment years 2012 through 2016 are
sustained to the extent of adopting the conclusions and estimates contained in

Petitioner's appraisal; and it is hereby

ORDERED, that upon the correction of the assessment rolls any overpayment of

taxes shall be refunded with interest.
Order shall be settled on notice on or before January 15, 2021.

The foregoing constitutes the Decision and Order of this Court.

Dated: December 23, 2020
White Plains, New York

(e E St

HON. BRUCE E. TOLBERT
Justice of Supreme Court

18

18 of 18



