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Informational Report

Agenda Date: 2/5/2019

SUBJECT
Information Report on the Assessment Appeals Board’s Decision Regarding the 49ers Property Tax
Appeal

BACKGROUND AND DISCUSSION

Levi's Stadium was completed August 2014, at that time the County Assessor’s Office (County)
assessed Forty Niners SC Stadium Co, LLC (StadCo) with 100% of the value of the stadium based
on their possessory interest in the property.

Possessory Interest tax is defined...
as the use of real property owned by a government. These interests result from either an
actual possession of real property or the right to possess real property. They may also be
related to improvements that have been made to, or place on, land owned by a government
agency.

StadCo appealed the full assessment and subsequently refiled an appeal for each assessment year.

Attached are documents in our possession related to this matter that have been recently provided to
the City. The City has made records requests dating back to November/December 2018 and the
County has not produced requested documents.

The City Manager and the City Attorney will present an oral report on the current status of the
Decision with the information that is currently available. Attached to this report are the documents
that we have been able to obtain to date.

Reviewed: Angela Kraetsch, Finance Director
Approved: Deanna J. Santana, City Manager

ATTACHMENTS

1. Levi's Stadium Decision Letter, preliminary findings

2. County Assessor’s Office-complete meeting package from January 17, 2019
3. Public Records Request - Forty Niners SC Stadium Co LLC Appeal

4. Public Records Request - Forty Niners SC Stadium Co LLC Appeal Il

5. Letter to James Williams, County Counsel dated January 28, 2019

POST MEETING MATERIAL
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Attachment 1

County of Santa Clara

Office of the Clerk of the Board of Supervisors

County Government Center, East Wing

70 West Hedding Street

San Jose, California 95110-1770

(408) 299-5001 FAX 938-4525 TDD 993-8272
Web site: http/iwww.sccgov.org/portal/site/cob/

November 28, 2018

Coblentz Patch Duffy & Bass LLP
Attn: Jonathan R. Bass

One Montgomery Street, Suite 3000
San Francisco, California 94104-5500

Santa Clara County Office of the Assessor
Attn: John Recchio

County Government Center

70 West Hedding Street, 5 Floor East Wing
San Jose, California 95110-1770

RE:  Forty Niners SC Stadium Co LLC
Appeal Nos. 15.0278, 15.0279, 15.0280 and 15.0281

After a review of the testimony-and consideration of all exhibits, the Board directs the Assessor
to record the following values for StadCo's possessory interest, for the following dates.

_ August 2, 2014 January 1, 2015
Land o $35,580,251 $35,580,251
Improvements $444 950,479 $444 950,479

Applicant is directed to prepare proposed findings and to provide an electronic copy of the
proposed findings to the Assessor’s representative and to the Clerk of the Board within 45 days
of the date of this letter. The Clerk of the Roard will forward a copy of the proposed findings to
the AAB and its counsel.

Within 45 days after receiving the proposed findings prepared by Applicant, the Assessor’s
office shall submit its objections and/or response, if any, by providing an electronic copy of its
objections and/or response, if any, to the Applicant’s representative and to the Clerk of the
Board. The Clerk of the Board will forward a copy to the AAB and its counsel. The AAB will
then direct its counsel in preparing the final findings.

If Applicant desires to withdraw its request for findings, the AAB will grant that request. If the

Applicant desires to withdraw its request for findings, it shall promptly so notify the Clerk of the
Board and shall simultaneously provide a copy of that notice to the Assessor’s office. The Clerk
of the Board will forward a copy to the AAB and its counsel. If Applicant withdraws its request
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for findings, the Assessor’s Office shall promptly notify the Clerk of the Board and the Applicant
as to whether or not the Assessor’s Office is requesting Findings. In the event that the
Assessor’s Office requests findings, the time-period for Applicant to submit the proposed
findings will run from the date of the Assessor’s notification.

Valuation Approach

The Cost Approach is the preferred approach to value when neither reliable sales data nor
income data is available. The Cost Approach is particularly relevant for new construction, or
property that does not suffer from obsolescence or depreciation. With regard to a possessory
interest valuation, the cost approach is often used when improvements are constructed by the
POSSEssOor.

The subject is a Special Purpose Limited Market property. On the lien date the improvements
are new, unique, and constructed by the possessor. Accordingly the Cost Approach is the best
indication of value for the subject.

The Stadium Rent was to be set at an amount that, when combined with all other SCSA revenue
from the Stadium, would provide SCSA with sufficient revenue to pay its expenses and debt
service for the year in which the deficit was projected to be its greatest.

The respective parties attempted to bracket the subject's base rent within a wide range of other
Stadiums across the Country, applying a number of significant adjustments. This effort was
complicated by the financial structure and partnership arrangements in the construction and
operation of the respective stadiums; these arrangements are unique to each stadium and the
adjustments employed did not result in a convincing argument of market rent for the subject.
Because a reasonable estimate of market rent does not result from the respective analyses, no
empbhasis is placed on the Income Approach.

Direct Costs

Select offsets are applied against the total project costs outlined in the KPMG Cost Segregation
Study. While the parties employed slightly different versions of this study, the cost offsets
outlined below reference the 14 page study dated May 2016 and illustrated in Applicant's
Exhibits 8 & 72. While the parties largely agreed to the costs that should be excluded, the
differences are determined as outlined in the following table. For example, the original cost
offset for offsites of $13,362,533 (Applicant’s Exhibit 27) is reduced by $1,665,009 for nine
items within the KPMG study that are considered to be part of the stadium construction.
Accordingly, the offset for offsites totals $11,697,524.
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Cost Escalator

Testimony taken from Mr. MacNeil stated that projects such as the subject would incorporate
built-in cost escalators to account for increases in cost over the development period.
Accordingly, a cost escalator from the beginning of the development period would overstate the
cost for the subject. Applicant's Exhibit 71 demonstrates a rather consistent outlay of expense
over the construction period, indicating a mid-point cost escalator would be appropriate to adjust
all of the construction costs to the lien date. The best evidence of a cost escalator would be
2.3%, reported by Marshall & Swift Valuation Service, for the final 50% of the construction
period (Applicant's Exhibit 67 page 41).

Depreciation

Mr. MacNeil testified with regard to areas where he believes costs savings could have been
realized with no loss in functional utility. Mr. MacNeil cited 11 areas where he argued that cost
savings could have been realized (Exhibit 60 Tab 4 page 1). The Board was not persuaded by
Mr. MacNeil’s line of reasoning.

e Under cross examination Mr. MacNeil testified that each of these improvements evolved
over a number of years from weekly design meetings with approximately 30 people
comprising architects, salespeople and stadium operations people (Transcript - Page 2249
Line 20). Conversely, Mr. MacNeil's opinion that select improvements could have been
eliminated, downsized or completed with lower quality finishes is based on his personal
observation rather than on any study (Transcript - Page 2264 Line 19). The more
compelling observation is that the “committee of 30 believed that the design was
optimized.

o Mr. MacNeil confirmed previous testimony that the availability of favorable financing
determined the timing of the stadium development and that the parties had full
knowledge that the costs would increase as a result of this decision study (Transcript -
Page 2264 Line 19).

¢ Costs for both the artwork and interior buildout of StadCo's exclusive use areas are
included on the unsecured roll and are not part of this appeal.

e There is no evidence to suggest the SCSA would have been in favor of a lower quality
stadium with smaller seats and dead space within the building envelop.

e EBven if Mr. McNeil's testimony was taken at face value, none of the information would
have been available to owner or occupant on the lien date.

Accordingly, as of the lien date, the subject improvements do not suffer from any physical,
functional or economic obsolescence.

Term of Possession

Having considered all the evidence and taking all factors into consideration, coincident with the
ground lease, a possessory term of 40 years is reflected for the subject.
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Land Value

The highest and best use of the land, as if vacant, must be a legally permissible use (one of the
four components of the highest and best use). Accordingly, the use must be consistent with the
General Plan for the site. The subject carries a Regional Commercial General Plan Designation
with a maximum FAR of 0.60 to 1.

The considerably talented expert witnesses for both the Applicant and Assessor put forth land
sale comparables in a variety of formats over the course of the hearing that resulted in quite
disparate unit value conclusions. The respective sale comparables, adjustments and overall
analysis suffered on cross examination. Consequently, the adjusted land sale prices submitted by
the parties for the subject were not considered to be the best evidence of market value for the
subject site.

The Assessor’s expert valued the land under the assumption that a prospective buyer would
compensate the seller for a land use that would require a General Plan amendment which would
afford a significantly higher density than what is legally permissible. The Board respectfully
disagrees with this assumption. Notwithstanding the risks involved and the logistical constraints
of such a development on the subject site, if the comparables were adjusted to reflect the
necessary additional expense to provide onsite parking for such an intense development, the
resulting adjusted unit value would not support the maximally productive use of the land if
vacant.

The applicant presented three comparables reflecting a “sports or recreational use” (Applicant’s
Exhibit 47 page 106) and continued to defend the analysis despite introducing other comparables
at the end of the hearing. The concluded unit value ($28 per square foot of land area for the fee
and $15.09 per square foot of land area for the contribution to the possessory interest) does not
support the maximally productive use of the land if vacant.

The ground lessor and ground lessee retained an outside consultant to determine fair market rent
for the subject land. This outside consulting firm reviewed 50 sales transactions, eventually
focusing on 7 land sales that best represented their opinion of value for the subject. The
comparable on which the neutral party placed the greatest emphasis carried an FAR that was just
under the maximum FAR afforded by the General Plan for the subject. The ground lessor and
ground lessee adopted the consultant’s recommendation which became the basis for the ground
lease revenue and concomitant discount rates.

Both the applicant and assessor had ample opportunity to present just one witness or affidavit
explaining why the ground rent, identified as market rent in the contract, was believed to be
something other than market rent agreed to by the sophisticated principals that were party to the
transaction, yet failed to do so. The resulting cash flow includes the fixed ground rent stipulated
in the ground lease, the additional performance based rent and the Santa Clara Youth Program
Fee. Contrary to testimony, Section 8.2 of the ground lease clearly delineates the Santa Clara
Youth Program Fee as “Additional Rent” paid by the lessee to the City.
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Base Rent Performance Rent Youth Program Fee
Year1 180,000 1,666,667 156,667
Year 2 215,000 2,557,500 235,000
Year 3 250,000 2,608,625 235,000
Year 4 285,000 2,657,416 235,000
Year 5 320,000 2,709,914 235,000
Year 6 355,000 2,784,161 235,000
Year 7 390,000 2,820,203 235,000
Year 8 425,000 2,878,083 235,000
Year 9 460,000 2,937,848 235,000
Year 10 495,000 2,999,544 235,000
Year 11 1,000,000 2,828,220 235,000
Year 12 1,000,000 2,911,428 235,000
Year 13 1,000,000 2,998,711 235,000
Year 14 1,000,000 3,084,129 235,000
Year 15 1,000,000 3,173,732 235,000
Year 16 1,100,000 3,215,575 235,000
Year 17 1,100,000 3,309,715 235,000
Year 18 1,100,000 3,406,207 235,000
Year 19 1,100,000 3,505,113 235,000
Year 20 1,100,000 3,606,490 235,000
Year 21 1,200,000 3,660,403 235,000
Year 22 1,200,000 3,766,913 235,000
Year 23 1,200,000 3,876,086 235,000
Year 24 1,200,000 3,987,988 235,000
Year 25 1,200,000 4,102,687 235,000
Year 26 1,300,000 4,170,255 235,000
Year 27 1,300,000 4,290,761 235,000
Year 28 1,300,000 4,414,280 235,000
Year 29 1,300,000 4,540,887 235,000
Year 30 1,300,000 4,670,659 235,000
Year 31 1,400,000 4,753,676 235,000
Year 32 1,400,000 4,890,018 235,000
Year 33 1,400,000 5,029,768 235,000
Year 34 1,400,000 5,173,012 235,000
Year 35 1,400,000 5,319,838 235,000
Year 36 1,500,000 5,420,333 235,000
Year 37 1,500,000 5,574,592 235,000
Year 38 1,500,000 5,732,707 235,000
Year 39 1,500,000 5,894,774 235,000
Year 40 1,500,000 6,060,894 ~ 235,000
Discount Rate _ 6% , 10% 6%
Component Value $11,347,395 $28,854,502 $3,461,980
Overall Land Value $43,663,877
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The sandwich lease eliminates potential error due to adjustments to the comparables presented
and rebutted by the respective expert witnesses, for size, location, lot configuration, development
rights, off sites and parking rights.

Because the ground lease accurately reflects the value of the possessory interest, there is no need
to estimate a reversion.

Taking all factors into consideration, the present value of the income realized by the ground lease
is the best evidence in the record for the land value component of the possessory interest.

Market Conditions Adjustment

Because the agreement was ratified two years prior to the lien date, a market conditions
adjustment is warranted. The subsequent amendments to the ground lease are entirely unrelated
to the original agreement between the parties with regard to the figures in the preceding table.
Based on testimony on the appropriate adjustment for time (Applicant’s Exhibit 47 Page 104) a
20% upward adjustment is appropriate to account for changes in market conditions over time.

Additional Cosz‘& for a Developable Site

Select costs that were excluded from the direct cost estimate are added to the resulting land value
in order to reflect the total cost of a developable site. Contrary to statements made in the
Assessor’s closing brief and reply brief, the two appurtenant easements in favor of the subject
were ratified on January 1, 2012; the memorandum from Keyser Marston Associates Inc. to the
Santa Clara City Council was dated February 24™2012. The easements and analysis not only
predate the ground lease, but are fully incorporated into both the contract and the aforementioned
rent analysis; accordingly, the easements are not included as additional costs.

Overall Land Value | 43,663,877
Market Conditions Adjustment {20%) $8,732,775

Election / Pre-zoning Costs $7,589,257
Offsites $11,697,524
EIR , §725,826

Legal Fees $6,340,499
Total Additional Costs $18,763,849

indicated Land Value $71,160,502
Indicated Land Value psf Land . _ $72.92
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Allocation

In order to determine the proper allocation for StadCo’s value of the right to possession, the
Board considered both the rights afforded each party in the Stadium lease and the relative right to
utilize the subject improvements.

Property Tax Rule 21(e)(2)(B) states:

If a possessor's property use is limited to specified time periods
(e.g., certain hours of the day or certain days of the week) or is
shared with other possessors, the value determined by the cost
approach shall be reasonably allocated to each possessor in a
manner that reflects each possessor's proportionate value of
the right to possession.

Shared or limited rights of possession reduce the value of a possessory interest -
Vanguard Car Rental USA, Inc. v. City. of San Mateo (2010) 181 Cal.App.4th 1316.

For purposes of subdivision, concurrent use of real property demonstrating a primary or
prevailing right also includes alternating uses of the same real property by more than one party,
such as the case when certain premises are used by a professional basketball team on certain days
of each week while a professional hockey team uses the same premises on certain other days
(Assessor’s Handbook 510 Page 9).

The lease between the SCSA and StadCo basically divides the number of days during which
each party has a right to possession of the property during the course of a year equally (50% to
StadCo and 50% to the SCSA); however, determining the value of StadCo’s possessory interest,
expressed as a percentage of the value established by the Cost Approach, is not as simple as
merely counting the days that StadCo has a right to use the property.

The Assessor assigns all, or substantially all, the value of possession of the property to StadCo,
and argues that the SCSA interest has only a de minimus value. The Assessor argues by analogy
that the Stadium property is like a ski resort where the right of possession during the ski season
has a value vastly greater than possession during summer non-skiing months. Thus, the Assessor
argues, an allocation based only on each party’s total time of possession fails to reflect the
relative value of days during the football season (StadCo days - as opposed to the days in the off
season retained by SCSA).

This analogy has a certain appeal. The property is, after all, a football stadium. But the evidence
tells a different story. First, the SCSA has the right to use the stadium for events large and small,
aright it has vigorously exercised. Second, the SCSA and its constituent members (especially
the City of Santa Clara) have reasonably expected an increase in value of its other properties due
to proximity to the stadium. Third, the level of effort expended by the SCSA and its constituent
members to build the stadium in Santa Clara and firmly negotiate the SCSA uses is ample
evidence that they believed the presence of the stadium for all its intended uses would have a
significant value to their community beyond any direct financial return.
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Thus, we conclude that the Assessor’s 100% allocation to StadCo is incorrect. We also conclude
that there is insufficient evidence in the record to allocate value by analyzing the relative
profitability of the respective uses by StadCo and the SCSA. The Assessor presented a good
deal of evidence that the 49er ran a profitable enterprise using the stadium for football purposes,
something the Assessor says the SCSA failed to do using the property for its purposes. But, we
conclude that this evidence (much of which has been controverted by StadCo) is fatally flawed.

StadCo revenues are clearly and substantially informed by the StadCo/49er’s “enterprise” value;
a value driven by StadCo/49ers business operations rather than the real estate. We note that
although parsing the enterprise value from income driven solely by the real estate is theoretically
possible, no such evidence has been offered.

Conversely, StadCo has attempted to parse the stadium core and shell between its exclusive use
and common areas, meticulously summed up the days of actual use by each party, summarized
major stadium wide uses by both parties, adopted a factor weighing the numerous partial uses by
SCSA, and based on this accounting, concluded that that StadCo should be allocated 100% of
their exclusive use areas and only 40% of the value of the total possessory interest shared by
StadCo and SCSA.

This approach has a certain appeal. It has an appearance of precision, and it looks not to the
contractual days of right to possession, but to the history of the days of actual possession; an
apparently more empirical inquiry. But, essentially StadCo is arguing that we should allocate
value to StadCo based on frequency of use. We conclude that frequency of use alone is an
inadequate measure of relative value. Although we have rejected the Assessor’s 100% allocation
of value to StadCo, we have not forgotten that this is, after all, a football stadium and absent the
football stadium the shell and core areas occupied for StadCo’s exclusive use have no
contributory value; the allocation must be attributed to the aggregate improvements. Common
sense dictates that StadCo’s use of this football stadium does not have a lesser value than
SCSA’s non-football uses. We find that the record does not contain evidence adequate to
support StadCo’s allocation of value based essentially on historical data regarding days of use.
The facility was available for use 50% of the time by Stadco and 50% of the time by SCSA; their
respective actual use is a measure of their business acumen and relates to enterprise value, not
real property value.

The Stadium Lease incorporates the following rights and attributes:

e The Lease Year is divided into 2 seasons. Tenant season (StadCo) is 6 months, and SCSA
season is 6 months (Lease, Sections 1.2.1 and 1.2.2)

¢ StadCo has primary scheduling rights for usage during Tenant season, and SCSA has

primary scheduling rights for usage during SCSA season. (Lease, Section 4.9: Event
Scheduling Procedures)
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Parties jointly license Concession Rights. Concession revenue js 8tadCo revenue during
NFL Events; Concession revenue is SCSA revenue during non-NFT. events. (Lease,
Section 7.3: Concessions)

StadCo receives Suite License Revenues; SCSA receives SBL Revenues. (Lease,
Sections 13.2 and 12.4, respectively)

StadCo receives advertising rights; SCSA receives naming rights, (Lease, Section 15:
Stadium Signage, Advertising and Sponsorships)

Each party is responsible for managing and operating parking for its own events. (Lease,
Section 7.4: Stadium Parking)

¢ Stadjum expenses arc shared. (Lease, Section 8.3.1)

We are persuaded that the lease belween 1adCo and the SCSA was nothing if not an arm’s
length transaction concluded after lengthy negotiations with both parties highly motivated and
well represented. We note that in the end each party had the right to possess the property for an

equal

number of days. We find, based on our reading of the lease as a whole, and in light of the

apparently balanced bundle of rights reserved to each party, that the fully realized intent of the
parties {o the lease was to obtain rights o [ a balanced and equal value for each party in the shared
spaces in the property, Thus, we find that 81adCo’s possessory interest s equal to 50% of the
value concluded by the Cost Approach.

Sincerely,
-2
e N N O
Richard Labagh A

Assessment Appeals Board 1

Cc:

Charmaine G. Yu, Coblentz Pateh Duffy & Bass LLP

Scan P. J. Coyle, Coblentz Patch Duffy & Bass LLP

Robert A. Nakamae, Deputy County Counsel for The Assessor

Mark F. Bernal, Deputy County Counsel for the Assessor

Marcy Berkman, Deputy County Counsel for the Assessment Appeals Board
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Office of the Assessor Attachment 2

County of Santa Clara

County Government Center, East Wing
70 West Hedding Street, 5t Floor

San Jose, CA 95110-1771

(408) 299-5500 wWww SCLas8esS0L.018
Ass5ess0r@asr.sCCgov.0rg

Lawrence E. Stone, Assessor

January 17, 2019
Sent via email
RE: Assessment Appeals Decision, 49ers/Levi’s Stadium

You are invited to a meeting on Wednesday, January 23, 2019 at 2:00 p.m. at the Santa Clara
County Government Center at 70 W. Hedding Street, San Jose, CA 95110, Room 157, located
adjacent to Board of Supervisors’ Chambers. The meeting concerns the Assessment Appeals
Board (AAB) November 28 ruling concerning the assessment of Levi’s Stadium.

While the findings of fact, which is the basis for the AAB decision, have not been finalized, the
ordered reductions in assessed value and the associated property tax refunds may be charged to
agencies in June 2019.

Due to the magnitude of the charges to the taxing entities, estimated at 50%, we are convening the
meeting to bring together professional staff from the Finance Agency (Controller/Tax Collector),
.Assessor’s Office, and County Counsel. At the meeting, we will answer questions regarding the
AAB’s preliminary determination, the estimated financial implications of this decision, the
methodology for planned refund allocations, and potential options moving forward. I will also
provide information describing the Assessor’s past approach to AAB decisions.

You are welcome to bring professionals from your staff, legal counsel, or financial advisors to the
meeting. The information provided will be as of January 23, and we will keep you apprised of
any significant, substantive changes thereafter. Upon request, I will be happy to meet with your
elected board.

For your information, we are advising members of the media and other stakeholders on January
23. I want to assure you that we vigorously defended the enrolled assessed value and strongly
disagree with the AAB decision.

Please RSVP to Lori Cichon at Jori.cichon(@asr.scegov,org, or 408-299-5567, at your earliest
convenience if you plan on attending the meeting.

Assessor

LES:Icc

Assessor's Office Mission: To produce an annual assessment roll including all assessable property in accordance with legal mandates in a timely, accurate,
and efficient manner; and to provide current assessment-related information to the public and governmental agencies in a timely and responsive way,



Office of the Assessor

County of Santa Clara

County Government Center, East Wing
70 West Hedding Street, 5t Floor

San Jose, CA 95110-1771

(408) 299-5500 www.scc-assessor.org

Lawrence E. Stone, Assessor

MEMORANDUM

TO: Honorable Board of Supervisors

CC: Steve Mitra, Assistant County Counsel
Alan Minato, Director of Finance

FROM: Lawrence E. Stone, Asses

DATE: Januvary 17,2019

RE: Informational Meetings with Taxing Entities

Representatives of the Assessor’s Office, Finance Agency, and County Counsel intend to meet with
officials of taxing entities affected by the Assessment Appeals Board (AAB) November 28, 2018
decision on the Forty Niners SC Stadium appeals on Wednesday, January 23, 2019.

The unfavorable decision rendered by the AAB will result in significant refunds to the applicant and
will be charged to the taxing entities. The most severely impacted will be the County of Santa Clara,
Santa Clara Unified School District, West Valley Community College, and the Education Revenue
Augmentation Fund.

Prior to meeting with the taxing entities on January 23, the Assessor’s Office, Finance Agency and
County Counsel will provide to the Board of Supervisors an off-agenda Memorandum with all the
information to be provided to the taxing entities no later than Tuesday, January 22, 2019,

If you or your chief deputies have questions or would like a briefing, please contact David Ginsborg at
extension 5572.

LES:Icc

Assessor's Office Mission: To produce an annual assessment roll including all assessable property in accordance with legal mandates in a timely, accurate, and
efficient manner; and provide current assessment-related information to the public and governmental agencies in a timely and responsive way,



Office of the Assessor

County of Santa Clara

County Government Center, East Wing
70 West Hedding Street, 5% Floor

San Jose, CA 95110-1771

(408) 299-5500 www .scc-assessor.org

Lawrence E. Stone, Assessor

MEMORANDUM

TO: Honorable Board of Supervisors
Dr. Jeffrey Smith, County Executive

CC: Steve Mitra, Assistant County Counsel
Alan Minato, Director, Finance Agency

FROM: Lawrence E. Stone, Assessor
DATE: January 22, 2019
RE: Informational Meetings with Taxing Entities

Following up to my Memorandum dated January 17, 2019, I write to provide you with the
agenda and supporting materials that I and representatives of the Finance Agency will present at
meetings with taxing entities affected by the AAB decision on the Forty Niners SC Stadium
appeal.

Narratives provided as attachments to this Memorandum will only be provided verbally. The
only hard copy portion of the presentation will be the fiscal impact analysis prepared by the
Finance Agency.

This is the primary reason why appraisal experience and professional credentials are so
important for Assessment Appeal Board appointments. There is no place for appointing Board
members with “minimum qualifications”.

If you or your chief deputies have questions or would like a briefing, please contact David
Ginsborg at extension 5572,

4 Attachments:

1. Meeting Agenda

2. Assessor Explanation

3. Finance Agency Explanation
4, Fiscal Impact Estimate

LES:Icc

Assessor's Office Mission: To produce an annual assessment roll including all assessable property in accordance with legal mandates in a timely, accurate, and
efficient manner; and provide current assessment-related information to the public and governmental agencies in a timely and responsive way.



Levi's Stadium Assessment Informational Meeting

AGENDA

Wednesday, January 23, 2019
9:00 — 10:00am

1. Introduction: Greg Monteverde, Assistant Assessor

2. Assessment Appeal Discussion: Larry Stone, Assessor

3. Refund and Charges to Taxing Entities: Veronica Niebla, Controller's
Office

4. Q&A



Comments to Public Entities Re: Levi Stadium Appeal Decision
Lawrence Stone, Assessor
January 23, 2019

Unfortunately, 1 have some very disappointing news. The Assessment Appeal Board’s
(AAB) recent decision essentially cuts the property tax obligation in half for the Forty
Niners SC Stadium Company “Stadco”.

We expect this decision will cause $30.8 million in refunds this year, and a $6 million
reduction in taxes collected every year thereafter.

The AAB decision was shocking and unexpected.

The result will likely have significant financial consequences, especially for Santa Clara
Unified, which will be shouldering the largest burden of just over a $13 million reduction
initially.

The Santa Clara County will take a $5.3 million hit.

I am not used to delivering this type of news. This is the first such meeting I have ever had to
call, in 24 years.

Our 3 assessment appeals boards do not always agree with our assessments, but most of
the time when they disagree, we are close. '

During the past 24 years as your Assessor, over 90% of the contested assessed value or value at
risk has been sustained by our AAB’s. Last year it was 97%. '

So, a 50% reduction for a single appeal is highly out of the ordinary. In my opinion, the AAB
reached the wrong conclusion.

We vigorously defended our assessment of Stadco.
This was without doubt one of the most complicated assessments ever performed by my
office. The actual cost, a measure of value of the Stadium, was largely not disputed by the

parties.

In dispute was the scope and magnitude of the private benefit in this public property
enjoyed by Stadco, and, therefore, the amount and responsibility for the property taxes.

Had the Stadium been held privately, there would be no dispute over allocation. But because
the possession rights are shared in a complicated set of multiple agreements involving public
and private entities, the law requires the Assessor to treat this assessment as a possessory
interest (PI).

A PIis when a private, for-profit entity uses public exempt property. For example, Peet’s

Statement to Tax Entities, January 23,.2019



Coffee has a facility in the San Jose Convention Center. Peet’s has a small possessory interest
in the Convention Center, and must pay the equivalent property tax for the use.

That’s so Peet’s doesn’t have a competitive advantage and a financial benefit over the
Starbuck’s across the street, who pays their prorata share of property tax in their lease with a
private owner. Fair is fair.

The assessment appeals board agreed with Stadco that they are effectively not getting any
benefit from the property outside of the football season.

I believe that is incorrect, and an oversimplification at the heart of a flawed conclusion.

Fundamentally, this dispute is about the value of the private benefit that Stadco (49ers) enjoys in

the property.

The problem of determining Stadco’s interest is that it is defined by dozens of interlocking,
intricate agreements totaling thousands of pages, and structured, I believe, to achieve this very
outcome.

The County Counsel assigned two attorneys, and I had a team of people working on this appeal,
including our Chief Appraiser.

The agreements are so complicated that we retained a forensic accountant, as well
as a MAI appraiser with expertise in valuing stadiums and ballparks.

In total, there were 21 hearings, by far our longest appeal ever. Most assessment appeals take
no more than a half or a full day.

The County has only received a basic summary of the decision. We have not received the
final “Findings of Fact,” which will detail the basis for their decision.

Nevertheless, their decision requires us to proceed with issuing refunds, almost immediately.

I now want to turn this over to the Controller who will go over how the refunds will be
processed and the timeline.

Statement to Tax Entities, January 23, 2019



Comments to Taxing Entities Re: Levi Stadium Appeal Decision
Finance Agency

January 23, 2019

Preliminary Fiscal Impact Estimate of the 49ers/Levi Stadium Assessment Appeal Board
Decision — January 23, 2019

The impact of the Assessment Appeal Board's(AAB) decision to reduce the assessed value for the
49ers/Levi Stadium will be completed through the roll correction process. The assessed value roll
corrections include a reduction to the 1% maximum levy (secured and supplemental) and the
voter approved bond and debt levies.

The 1% maximum levy (secured and supplemental) will be charged to City of Santa Clara
Successor Agency’s Redevelopment Property Tax Trust Fund (RPTTF) because Levi Stadium is
in a former redevelopment agency (RDA) project area. Due to the magnitude of the roll correction
and the concentration to one RDA tax rate area, this appeal roll corrections will be charged to the
City of Santa Clara Successor Agency RPTTF directly in current year, rather than allocating to all
non-RDA countywide jurisdiction in current year and re-allocating to the corresponding RDA in
next year through prior year RDA roll corrections.

This AAB decision roll correction will reduce the amount of tax increment allocated (secured and
supplemental 1%) to the agency’s RPTTF, by approximately $30.8M. This amount will reduce the
pass-through and residual distributed to the affected taxing entities. The impact to each affected
taxing entity for the June 1, 2019 RPTTF distribution is provided in the attached schedule.

Roll corrections for bond and debt levies are applied to the respective levying entity as an
adjustment to the current year property tax distribution. The impact to each levying taxing entity
for fiscal year 2018-2019 is provided in the attached schedule. The reductions for voter approved
bond levies will reduce fund balances and could potentially require a rate increase for next year
to recover the reductions. However, this should not impact current year debt service payments.
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Attachment 3

From: RecordsUnit

To: Brian Dovle; Deanna Santana; Cris Evans

Cc: AssessmentAppeals; RecordsUnit; Sumcad, Beverly

Subject: RE: Pulbic Records Request - Forty Niners SC Stadium Co LLC Appeal
Date: Friday, February 1, 2019 8:09:24 AM

Attachments: image001.png

Hello Brian,

Thank you for your email. The Assesment Appeals office with the Clerk of the Boards office
has received your request and will begin our search. We will be in touch with our findings
or if we have any further questions.

Kindest regards,
Julia

Julia Jones | Office of the Clerk of the Board of Supervisors

70 W. Hedding St., East Wing, 10t Floor, San Jose, CA 95110
Ph: (408) 299-5001, Direct: (408) 299-5077

From: AssessmentAppeals <AssessmentAppeals@cob.sccgov.org>
Sent: Wednesday, January 30, 2019 4:19 PM

To: Sumcad, Beverly <Beverly.Sumcad@cob.sccgov.org>; Benavidez, Kristen

<Kristen.Benavidez@cob.sccgov.org>
Subject: FW: Pulbic Records Request - Forty Niners SC Stadium Co LLC Appeal

From: Brian Doyle <BDovle@SantaClaraCA.gov>

Sent: Wednesday, January 30, 2019 4:03 PM

To: AssessmentAppeals <AssessmentAppeals@cob.sccgov.org>

Cc: Deanna Santana <DSantana@SantaClaraCA.gov>; Cris Evans <CEvans@santaclaraca.gov>
Subject: Pulbic Records Request - Forty Niners SC Stadium Co LLC Appeal

| am writing to request all records filed with the Clerk since November 1, 2018 in the
appeal of Forty Niners SC Stadium Co LLC, Appeal Nos. 15.0278, 15.0279, 15.0280
and 15.0281, including but not limited to any proposed or draft findings, requests for
findings, withdrawals of requests for findings and decisions or rulings of the Board.
Please also include any communications to and from the Assessment Appeals Board
and any of the parties to the appeal and/or the attorneys for the parties.

Thank you,

Brian Doyle | City Attorney

City Attorney’s Office

1500 Warburton Avenue | Santa Clara, CA 95050
D: 408.615.2234 | F: 408.249.7846



Attachment 4

From: Deanna Santana
To: Angela Kraetsch; Brian Doyle; Walter Rossmann
Subject: RE: Meeting on City of Santa Clara"s income and expenses on Levi"s Stadium
Date: Friday, February 1, 2019 10:37:07 AM
Attachments: image001.png
image002.png
image003.png
image004.png
image005.png

Thank youl

From: Angela Kraetsch

Sent: Friday, February 1, 2019 10:36 AM
To: Deanna Santana; Brian Doyle; Walter Rossmann

Subject: FW: Meeting on City of Santa Clara's income and expenses on Levi's Stadium

Hi all,

The County Assessor’s office provided me with the appeal numbers and the contact information
yesterday. | made the formal request to the County for the documents. Below is the County’s
response.

Thanks,
Angie

From: Sumcad, Beverly [mailto:Beverly.Sumcad@cob.sccgov.org]

Sent: Friday, February 1, 2019 7:41 AM

To: Angela Kraetsch

Subject: RE: Meeting on City of Santa Clara's income and expenses on Levi's Stadium

Hi Angela,

We will prepare the documents and email them to you when they’re ready. The ETA for now
is approximately two weeks. Thanks.

A

Beverly Sumcad

Assessment Appeals Manager

Office of the Clerk of the Board of Supervisors
10th Flr., East Wing, County Government Center
70 W. Hedding St., San Jose, CA 95110-1770
(408)299-5085 fax (408)298-8460
WWW.sccgov.org/assessmentappeals

From: Angela Kraetsch <AKraetsch@SantaClaraCA.gov> -



Sent: Thursday, January 31, 2019 4:36 PM
To: Sumcad, Beverly <Beverly.Sumcad@cob.sccgov.org>
Subject: FW: Meeting on City of Santa Clara's income and expenses on Levi's Stadium

Hello Beverly,

| was provided with your contact information by the County Assessor’s Office. | am making a public
records request for all of the documents related to the following appeal numbers:

15.0278,

15.0279,

15.0280 and

15.0281

| understand that this is large amount of data so please let me know if there is a cost associated with
this request. If possible, | would prefer to receive soft copies of these documents.

Feel free to contact me if you have any questions or need any clarifications.

Thanks,
Angela

Angela Kraetsch | Director of Finance

1500 Warburton Avenue | Santa Clara, CA 95050
D: 408.615.2342 | www santaclaraca.gov| B3 &

o Cityof
' Santa Clara

The information contained in this email may be privileged, confidential and exempt from disclosure under applicable law. The information
is intended only for the use of the individual or entity to which it is addressed. If you are not the intended recipient or the employee or
agent responsible to deliver it to the intended recipient, you are hereby notified that any use, dissemination, distribution or copying of this
communication is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the
sender immediately by reply email and delete this message from your computer. Thank you



Attachment 5

'E @ f City Attorney's Office

Sama Clara

The Center of What's Possible

January 28, 2019

Sent via Email and U.S. Mail
James. Williams@cco.sccgov.org

James R. Williams, County Counsel

Office of the County Counsel

County of Santa Clara, County Government Center
' 70 West Hedding Street, East Wing, 9" Floor

San Jose, CA 95110

Re: Assessor’s Appeals Board Decision: Forty Niners SC Stadium LLC
Appeal Nos. 15.0278, 15.0279, 15.0280 and 15.0281

Dear Mr. Williams:

As you are aware, last Wednesday's briefings held by the County Assessor
regarding the above-referenced Assessor's Appeals Board Decision took many
Santa Clara County public agencies by surprise. The City of Santa Clara was
particularly concerned about the lack of information it had received both about
the basis for the Appeals Board ruling as well as the procedures for review.

| appreciated the opportunity to speak briefly with Assistant County Counsel Mitra
at the close of the briefing, but many of the City of Santa Clara’s questions
remain unanswered. In an attempt to learn more, | called and left a voicemail with
Mr. Mitra on Friday morning and have heard nothing back. | was hoping that with
your assistance we could find the answers to the following questions:

What is the process for review of the Appeals Board’s decision?

Is the decision final? If not, when will it become final?

What is the applicable time period for seeking review?

Who has standing to bring an action for judicial review?

Does the County of Santa Clara intend to seek judicial review of the
decision?

SEE N

I 'am not sure if you are aware of the fact that the City of Santa Clara never
received the Appeals Board decision of November 28, 2018, until Friday
afternoon when | received a copy from a reporter for the San Jose Mercury
News. It seemed a bit odd for the County to provide copies of the decision to the
media before it informed the agencies that are significantly affected by that
decision.

1500 Warburton Avenue » Santa Clara, CA 95050  Phone: (408) 615-2230 » Fax: (408) 249-7846 » www.santaclaraca.gov



January 28, 2019
Letter to James Williams, County Counsel
Re: Assessor's Appeals Board Decision: Forty Niners SC Stadium LLC

Given the important fiscal consequences of the Appeals Board ruling, | am
requesting that you provide me with answers to our questions as soon as
possible. We are concerned that any delay in understanding the review process
may prejudice the rights of the City of Santa Clara and of its taxpayers.

Please feel free to contact me directly about our request. Thank you.

Sincerely,

daris

BRIAN DOYLE
City Attorney

cc:  Mayor and Council
City Manager Deanna J. Santana
County of Santa Clara Board of Supervisors
County of Santa Clara Assessor

I:\CAO\Stadium Assessment\Ltr to James Williams 01-28-19.docx



