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CLASSIC 
R£SIDINCI 

---BY---
~ .. Je 

www.hyattclassic.com 

Dear Friends, 

·~ 

Classic Residence by Hy:m 
620 Sand Hill Road 
Palo Aho, CA 94304 

Telephone (650> 836·0300 

Toll Free: 1-666-345-1234 

Facsimile (650) 836·0311 

October 9, 2008 

We are aJI aware of the uncertainty of our times. The vnluc of our homes is unpredictable, 

energy costs are rising and the price of gas seems to change by the hour. 

At Classic Residence by Hyatt in Palo Alto, our residents feel a sense of security 

knowing that they have made a good choice. They know their entrance fee refund will not 

fluctuale with changes in the market. Monthly fees cover mililies, weekly housekeeping, 

one meal a day, transportation and a wide array of cultural, academic and fitness 

programs. Our Continuum of Core feature also helps you beat future health care inflation. 

' 
Om· residents enjoy a vibrant and enriching lifestyle with the knowledge th"llhey have 

planned wisely to secure their future. 

Gall us today to mke another look at Cln~sic Residence by Hyatt to consider why "sooner 

rather than later" is u wise choice lor your future. We can be reached at 650-838-0300. 

Maryellen Connet· 
Sales Director 

;7/U.,IvJ· 
Mike Wilson 
Sales Associate 

• .. 
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Office of the Assessor 
Counl;y of Santa Clara 

County Government Center, East Wing 
70 West Hedding Street. 511a Floor 
saRJoSe;CA 951tO::.im · · · 
(408) 299-5500 www..scc-assessor..org 

I.awreDce E. Stone. Assessor 

April I, 2011 

Leland Stanfonl Jr. University Board 
c/o Palo Alto, Inc./Neal, Gerber & Eisenberg 

... Two North LasalleS~~ Suite 2200 ..... . 
Chicago, IL 60602 
At1n: Mr. David Martin 

SEND VIA CERTIFIED MAIL 

Re: Appeal #s: 07.2906,07.2907,07.2908,07.2909,07.1287 (Duplicate of07.2909) 
APNs: 142-02-020 & 021 

Dear Mr. Martin:: 

Pursuant to the requirements of California Revenue and Taxation Code Section 1609.4 of the 
California Revenue and Taxation Code, this correspondence is to serve as formal notification of the 
Assessor's intent to seek an increase in the total assessed value for the following designated appeals: 

APN Appeal Valuation RoD Totlll Current Total Proposed Proposed 
# Date Year RoD Reads Assessment Increase 

142-02-020 07.2906 11/3/2005 2005/2006 su 281,577,435 324,707,580 43,130,145 
142-02-021 07.2908 11/3/2005 200512006 su 37,704,143 45,792,420 8,088.277 
142-02-020 012901 1/1/2006 200612007 RR 285,114,920 325,876,500 40,761,580 
142-02-021 07.2909 1/1/2006 200612007 RR 38,031,956 46,116,576 8,084,620 
142-02-020 07.2907 1/112007 2007/2008 RR 290,817,218 332,394,029 41,576,811 
142-02-021 07.2909 1/1/2007 2007/2008 RR 38,792,595 47,038,907 8,246,312 

The information enclosed to support the increase in the total assessed value also serves to fulfill the 
requirements of the formal Exchange of Information under Revenue and Taxation Code Section 1606. 
It was mutually ·agreed by both parties on March 3, 2011 that the valuation issue pertaining to appeals 
08.3499 and 08.3500 for the January 1, 2008 lien date will not be discussed before the Board at the 
scheduled special hearing. Both parties have agreed that the values pertaining to appeals 08.3499 and 
08.3500 will follow the methodology(ies)/value(s) established by the Board for appeals 07.2906 
tbrough .LV7 .. !'U\J\t\ • .. ············ . . .. ... . u·I-:L7v:~········ . . 

it is our understanding that on March 7, 2008. Gary Smith of Classic Residence b~ Hyatt designated 
your law finn (specifically you and Mr. Thomas McNulty) as its tax agent for this matter. According 
to the Califoniia State Bar website, neither you nor Mr. McNulty is a member of the California Bar. 
Business and Professions Code Section 6125 states •"No person shall practice law in California unless 
the person is an active member of the State Bar." 

Assessor's omce Misskm: Prod~~ee au ammal assessment roD htcludlug aU assessable property lu accordance wltb legaiiiWldates iD a timely, accara~ It efDdeut lllllDDer; A provide c:urnut assessmeut-related lllformatiOD to the pubUc and gtnremmental agendes b:a a timely & aespousfte waj. 
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Leland Stanford Jr. University Board 
April 1, 2011 
Page2 

Courts often have pro hac vice rules that would allow out of state attorneys to appear on a temporary 
basis. However, the California Revenue and Taxation Code and Property Tax Rules do not have such 
pro hac vice ru.les.for assessment appeal hearings. Therefore, it is our expectation that Classic 
Residence by Hyatt will either retain a California attorney, or that you will not represent Classic 
Residence by Hyatt in a attorney-client capacity. 

If you have any questiOI1S, please contact the undersigned appraiser at (408) 299-5369. 

Sincerely, 

.-t ... JJu~ 
Trinh Luu-Nguyen 
Senior Auditor-Appraiser 

Enclosures (se~ Listing of Attachments) 

cc: Clerk of the Board (attachments included) 

Assessor's Office Mission: Produce aD annual assessment rolllnduding all assessable property in accordance with legal mandates in a li.mely, ac:curnte, & efficient mnruru; & provl!;!e current IISSeSSIDe~t-JTillted information to the pnblic nnd govenunentalnget~des in a timely 
& responsive Wily. 
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'A.·Kir<."'i··~i· 'l._iJ.t.ri.f\.r·Tri:?·1
. ~··;.... •. -~-.. ~-"':"' ... ---,l.~~-,1?'.. JJ.~·o:A:c-f1:·.r.c.;; 

. ""lYll~:.n:J:L:r~ iT~~~~-~~;p~-P.,\.1~~-j"·).:::t<~:~~· \.~·;·i,.(;_.~t··~·;u--r:o;;~.·i:-·j. . 

SUSANB: S'WA1N~-.teadDepucyCountyCounsel(S.it#rS718J} 
2 OFFICE OF THE COUNTYC.Otr'J:I~"SEL 

10 West.:Hed.dihg $treet; East WJng~ Nlntb:.F.ioor 
:; San )ose; Califoini~( 951 lU;..l7o?O-

Te!ephiJne: f408')';299~s90o 
4 Fa¢sii:nil€fj (408)292 ... 7240: 

5 Att'OJlle,yS·f:or:AssessmentAp~s. Bo~ 
B6~d1 . 

7 

10. 

Appli.Pant 
14: 

~ t 

No; 07;2906;..()7.?909 

FINDINGS ANn-CONCLUSIONS. 

l7 OORODU"CTION 

llt This matter came. oiJforheatlhg{)nApril l8-20, ibi- fbefure&sessment A,ppeals_Ifuard L 
19.' . . ·' ., . 

Trinh: Luu-Ngnyetl;;Sen~ot,Auflito~App:ta,i~er-o. an<l-Craig.C<X;p~r; Su~fng Apptaiser{boili. With 

20' the Real Property..:Oivisi9n) ap~ar~:for~: ASs¢s$9T< P~P~ ·qo-Qp.cy:ca~~el:R9b.e:it. ~~¥ 

21: :represented the .Ass.essorrsotfic:e,. GarySmhh~ChiefFillanci~J Qjliper.:fcw ViLjyijig{foriir~~ly 

22 Cli,i,s$ie R~idepc~:b:Y I:ffi!:tt)'; Jofiri Van Sante~ MAI, and Ndnnan Lezottec~ MAL, awe~ f9r th~ . . . . .. . ... - ... •·. . . . : : ···. 

26 base year·vai:ue-of the property as-of-the wmpietion of newconsh:uctfon ori Nov_einb.ef 3i .. 20-0~ 

47 (suPf'lemental rOll) and-P"roposition & va!uesJo:r th'e-.iieadaies .kmttarr.1". ~:a!ldJ~ J. 20Q1: 

28_ 1! 
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I 
2 THE:Sl)IlJEQT:J.>::RO.P.JtR.rt 

3 The subject property- is a· continuing care retiremenfwmmunity.(''CCRC?} fuatprovicles.a 

4- contimiupi •of senior- h:t1U&mg:lmdcare optiunsoonsistkgpf'm~dent i.ivfu~fass[ited -liVing, 

.s memo;ry ~.J~n4 sldll® J:\9t~ng:¢~~' I~i_S'orn~,;22.A4)-~ .. ~¢te~~te:~~bd-by•a-miX of single, 

6 famify,residenti~ .and qpmmel'Cialprop¢ftj,~$ S,U~fr~ $'ti.Jriforo,: S&oP.B~gg:G~nter~ S~c:i~M.e$Ca:L 

1· . t~ilt~.Cilld-_stanf'or&cr&v.ersi~ ... Awiiliant c¢~-Phlo, in~ .. i~-li.'vb,pily 9w~1ei;t ~libs4ij~ of\T!.J:;iYiflg, 
&.: th~ liripto:v.ements£GnSistafa':388 unl:4,four.:stor}" fudependentUVingJ&cilit}r:Q,f147.tt:H 

9' ~s~f} • o~¢r·~ ri!i4.¢igr~'!;ihc1 parkfug:g_~g~ :(>f·t7l,p74. s&'-oiiAPN 142 04 020'~;arub.1 and~2-:story 

~Q;: _health. ~11ter: 9f·&7.,93J. $:f witlf~ as$.is:te<l Iiyill:g ~t$;;24Di¢Q:l~ry ~·Wijts,·.and M sicitlecl 

n. n.'Ur$ing sui~s on APN 142:'04:021. Tot;;! :gr:o~Sc·builiillig;areais; 835,5{52 ~f. exc~dinK llie Parking 

-12. @tage.: 

. I:T Appl!c~te~ed~m ai75yeru: ground .leaSe witliShmfurdJjnfwrsi~Y,' for. the: siteoaAugJlSt -

14 ·1, 2000/~itfuan effectiVe: starling lease $.fu dfTtlly -•15, 2003 < The proj~t·:was eon:smktion campkte;; 

i~ ·on No.ve.m.ber: .3~ 2,()0$ <m9::@.hit:v~,~;i]jiqiq~¥ic~¥ ~,qf;D¢~~r;2QO{), Th:ei.D,~~~iit: 

l6 Iiwngiacillty and.-the.healtlr:ca:I:~ ~en:f;e.r~ar~;$e.l(~onff!in~4 q~1hf1ir:n.~sp,¢.~:f~(f,~.l~7 'J)l~pt.Op~' 

.17 is crirtentl)t operated as rut entry~ :too €CRG witii· monthiy:fee,s:s.uffi.cJ:~nt-to._cover property 
. .• ' . ~. . . . ' 

18' ritaillfena,Dce and.. healtl"i care ~rnces Qii a: iJreak4'!ven•basiS~ 

19; Mi;'y@ Siill'@. ~$tifYi,ilgf.o{thef\pplic@lt;t~stll,:ie4~tfi:re:hi~esnmd best·useofthe 

.20 pro:~rty was'ilie ex:iSting~~e~ (Seeo ;'\ppliG;a:p,Fs: ~} a,tpp; 46-_28~) :H~ fqrther~~tifi~d; ttiat4h~~feei 

22 

.2~: 

_24 

., . . .·t. .. .,,_·. ' 

iii.­

ISStiESiPRESENTED 

---- ;\_J;~~t-fu.~.:~~~y.¢itr ap~aLfdf.ii;~n-da~N"¢Y~m~ 3~~?,()fl5~f.i. .Propasitiori.Kawea!S 

2s torJ1en dates1:~uary 1. 2M6~Jan~-t,_~OQ7~ ~g iaiseqifi¢;ron~~i:k~witliin ·tti~CdD.text .. 
26 

27 11-'-----''-'--------'----' 

28 . J _The ~-has .adOpted the buiidiDgcareas frqm the SUJnmai!)t Appraisal Report by Wellspring PS;rtners {:App.~c;ant'.s 
fu¢ib.it3}as.~xwerer~~d'.m ilaye ~# obfu.iried frotir-~¢.ril#,:ttfi'i)mtlie·~na:fb~(Exhlbit-JA3,l:J;-

2 
FrNDINGSANDCONCf.USlONS 
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2: profit (EP) i:S arlribu1:abte;'2}WhetherEP i,s- supported by mark~tevid~ iffu.e sgb.je,:ct i,s nqt a 

3 special use-property;~ 3) Whether-there was any extraordinary obsolescence associated' w!th:the: 

4 sUhj~tprop¢rty;4) Wlief.beri_t'is li.PProPriateto-inelud~impu.ted:interest•orrtherefunde:d,portionof 

5 the:enttance- feescin the:incon~eapproae;h+c 

~ ~ 

.1 OPINIONSOFYALUK 
s: A.: Applkaat.;,s::Opuoons·:of valnefortbe: lien dates: in: queStion ate a:s.fbllow~ 

n 

November::3~- 2005 

January 1, 2006._ 

Januarv 1. 200.7-

$200'610 {)(}(}: 
··. •.;_,_, ., : ·:·.·' .. : 

.$200,6'10;00(1 

$?'08;soo~oou 

12. :S~· The Assessor~s· opihions- of value. for-the lieu; dates in qnesti£tn;areas•follows:; 

13. Ntrvem:ber3:. 2005 $370,500~000to.tal: 

T4· 

l5 

!6 

17 

18' 

f9' 

+!J, 

;H 

22 

2J 

24 

is' 

26 

27 

28 

Application: No. 072906; the A.S:seSSQi: propdsed an::Oincre~;from t.~e cuirent:ro.ri of~ 

$2$1 S77~435 to $:?44;70! ,5M (Assiste:d.Living).,_ 

Appl,icatiqn.No~ 01.2.90.8·. the;Ass!&5Qf'prQpose4'.an4lf~l? fi;orjtth~·c~~trolt.()f 

-$37;7M,J43 to, $45;792:,4'20~. -(_Heaiihcare Cent~} 

$37 E991·076 2 total~ ..... , . ·}';; .. ·. ,··. 

Appfifa,~Qn.N~ 07.2'J07;:,tlj.e: A~rpr<rpu~·;m· ~er¢~¢'fi;o!JJ$285;114;920 to: 

$32:$ ,876;5()0 (A:s$isted{ Livi,Dg). 

Application:No>. ()1.290.9~. the'AsseSSOJJ p:ro~sed<m-inorease::from $38.031,956cto 

$46il i 6,:576 (Heaithcare Center} 

2 ~- testhncmy ii~,tM ~earing_by the Assessor' ~as !hili this, fi~ iri~h1~ed att a~t;iOOal ·p1;.77Q.U6$iii pers<mar 
property;,. wlrlch·is al:s£i tefieerett:on.Asi>eSsoi:' s- EXhibit A; the' AsSes·sor'.S pOstbearingbiief:Oriiit:ted ttiJs·amoUiit ;frmn, its 

rl:comtrienc!OO.Vail:i&• Thris;-'while:tlie'tl:Stimo.nyb)i Asse:isar•s: repres~Ms. Lw"Nguyea wasrthatthe:totitl 
fui:ireased yaluefor lien ti;it.e Jaiiuart l, 2006 ,¥as. $394,i'Z63, 141, the recCinlrileridedvaroe illtrn: Assessor's post~tiearing. 
brief'was.$371,?93.Q76 

FINDINGS·.AND.CONCLUSlONS 

Case5:14-cv-00750-HRL   Document1-14   Filed02/19/14   Page9 of 24



i-

z 
.... 
.)' 

4 

s: 

6. 
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g. 

9 

16. 

Il 

'12 

n 

14 

I 
$332;1'94;0zy(Assisred;Liviilg)~ 

ApplieationNo. 07:1909~.the:.Assessorproposed an intreaseffom $38092,59~.ta 

$47,03'8'.?07 (Healti:tcare Center), 

V·' . 
BURDEN·OJrf;ROOF 

.G~n~r~~,fu~ App1k@!lthflS tb:e, .. btlr@n qfWQQfJo~abEI$e~y~;~ PwJ?Qs.iti()~- ~.·apJi~for 
the subject property--type~ an4J:iie Assessor Js'prestnned~ to have prGp:erly perfunn.edJiiS:.o.r her:dttties 

~d~apmpercy'· asseS5WtW~iS ~&· H9wever, ~Asoossorsewedthe,:Appl!cam;:with.atimely 
10-<firy ~@i~~(t~'-P#.Ott6:1:he h,~g,· ~tlcfl\ev~:~mfT.#a_ti:t?n CQde·syction 1 &,)9.4; 

noiifyinwtb~Applicantof~incy~j..,ry.jbe·asse~d v?lue ofthe:~~bj~~property: ·~·the 

Assessot issuedthe:lO:daytaiseJetter~:the·Assesoodo5t'tbiS pre.SU1nptiGn and'has theAmrd.r;n 'Of 

proof Prop¢rtjtT~: R1;J.led lc.J;~ stibdivision(fJ. The Asse5sbr acknowl~es,tbathe carries the 

bni:dt:n o(PfO'Qf; (S.e~· "AS$essot's Hearing .Brief( at P-~' 6,) 

VI~ 

1s: ANALYSI$; 

16 Asaprelimiharymatter~ i(~$notedthafthe·Applii:.an~~staies.thai:Afhe.faets.·ot~.~are 

11 yii]ially :<I.gi¢d ot a,ecepte~ by; ffieparties/~'3; Further, .. tile Assessor Sta:tes·fu.hls brielthat:••noth.the: 
1s. . ~e~$Qrand~i#e Applic~t~g>Ji~tii 'ili~;fhe;mg}l¢sfbest>'u~:for ®:$ pt(}pertyi~ ~or.fl.6usih8/'~ 
~i9. ·A..~_ditiopat.ly~.hqth: paJ#:es. ~e. $7~'.PP,O;OOP ·a.s tliec''"1114e:.of f1J#:.J'!ifid'.~ti~~~:ift ~se ~~ . L~y~ . 
. 20 b<:Jth'partie~ ~that therew~e·~,qierif~$al~·corJ;t~b~es in Qrder ~ r.~Yo1t·tlif~:i:Q¢}lj,od of 

2 r va1uat1on: to: dciertnine::thevalu~ ofthe-pr-eperty,:thoughit was: used by hotti partiestas: an :attempt to 
·22 check their caiCu}atlon$ 'tU1der the;e{)st.andi:ncomea:pproach methods of valuation, (See e;~, 
23: Applicant'S; EXhibitC, at P.. 76~} 

........... _____ ...................... _ ........... -_ ........... _. ____ _ 

25. Applic~tis a suh:si4iary of:V:i Livin& wflli;liqwns,manag~. deyeloP§; and~et:§Juxucy: 
26. 

27 

28 
3 ApplJcaat'~s iriirial post-hearing brief; p.Z, submitted iri li'euof6nrl dosing~ent 
4 

· "Assessotrs Ffearlng ati~"' p2;.rine.7; subiiJitt,ed ·ur lieJJ· of q~ ~lo~ argum~ot; 

FlNDlNGSANDCONCLOSiONS. 
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2: property has. beeiideveloped, market:ed; and is operated. as an entrance. f~ type CCR€, fQrseniq~ 

3 %o are'62'yeiifs. o{ag~ or older; This type~offacitity~oftersa continuum of'care:ronsisting-~f 
4 iiid*hd~ liVing~ tl$Siste~.:livih~J~etnory 'tal;e>atid skilled nutsing:care; usuaily on the same 
S.. ~us~ To become a resident gf:tliis C;On:uilttnltyi mere is an lJ'P:'-fr'Ori;t ert~~Jee;;.a,s well 'as: a 
6. .rpontlil¥ ff:e._ If the ~unity ~n.e~;ates ~·srupl~ that ~n_e.fi;tS<th,C}·~Oil11IlJ1Pify raili~r '~.the. 
T ownet, and: the excess g<>es te either aresetve fund:·ot a.rebate.ro.the. residents.Nine±y-:percent"oftlw 
s, entrtmce-f~ is r$ndab!et<l' tlie re~t~or ~·$(3#: es;a~ toliow.k~.deat#~ vobmtacy wJ.t:h.dcaWal or 

·9· ~l transferro;tije heairl:.tcar.e f~ilift .Willi r,e$.p¢¢t_to ~:,gep~l}tt~on'·resid~~; J:>roVided. 
ro: ~ othen::ondhlons:~ m~t;,e.g .. suCli ~.th~p~ge.. oflO y~s.:Wm th~ 441~ ofde~ Th~ fee 
11 ultimatelybecomes•&(/(1/cirefundablefor.'SUbsequ.ent~enera:tionsofresklell:ts,•~conl:H:Ittes·to bt} 

I2' t~ce4:1'ote~g':tAA~rati9.J)s untiLt:lJe fee is ooitinger refuncililiiefu out:,yeru-s, 

n 11ie,eti~-~ grt.mts,.~!I re$itietJt!iJife-Care et).n~\ili.fu;a:rigpt<6fOcCU,:Pailcy for the 
14 remainder o.f'their lives an<i':~.rigbis.fo.r -futurtt heakli care n¢e.dS.. The-responsiliility pf ies~lling., 
15. rlie·unit falls· upon the:proviaer, The A~SQr c~erizedi this.P,gltio.o~c;;.upy·~. a Ufe•e.sta,+e 
16: furetest.urthe residence.· 

i7 rrt ad.~on to·tlje ~ifcria.en±ry fee;:iLfiionthly fee is char~~cf\vlikh varies. basedotrthe:siZe 
· t s . ()f~¢'~ 1JierriQri1hlY: feesa+e Uite.q.d~'.to'dovci:· facilicy·o~11gc<WLS oh,•a bteaK;ey~·· basis. 
19 The:monthl:y· f~ typWaliy ;eov.eis~a:.me;ll pi~. W.~y· bcni~d¢~.Rl~At9.~Vi'tieS:, ttanspl}~rr,. 
20 utilities;_ insut.ance,·maint~ce, t~;esta:te tpc~. bas~ g:r.o~ ~nt;, 1 car p~rk:iug·an~.opetrti;9rud '. . . 

~ . . ·. 

2 r costs nftlie:eom:rnuruty• If the resident requires assisted>Ii~ metllOlJ care· or sld.n:td nursing;M£.eo 
22 i!;I: the future-; the residentcffit m;ove to ·tha·comm.nnity!S.,on,.s!te~Clill'e center; There> fue:resident 
z3 (;Ontinues fo- p~y·the.samementh!y fee: cliaigedJt>l~Jnslbet ibA~ntliVfr:ig ®it. p1U$.add1~ 
.24 charges: f'or·aru.;illmy·itetn.s. sU9_h~~~nfd::meals., 

25 Fbr a mG-Ye ln_ date .during c;il~ndar year. :?ODS,._Applicane~ ~4'1 iDd;i¢es_ tlliit~entry fees 
26 rangedfroml.S$9A00f&.tan.8'26\SF; i be-dlbomunitto$~9S'f,OOQ f0r.a4j:f2:.SPj bedrootn~35 
27 "Pathunjt. Ifthe;tillftis oeeupieqbY: ac<;iupl~7there·iSintaddltiona.I Sec.Ondp:~tson.entcy'fee'Of 
2& ~S:,OO!X 1hemomhlY;feesraD:ge(i fi'ont$J;IOOfdr,the'l.:bedroom wntto$7,430 for:thela.tgest.J 

FINDINGS. AND CONCLUSIONS 
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2 Per the testimony ofVi CFO~ Mr~ GarySrnitbt,'the fust..;genetaiion~nyJees-were used-to;; 
3 l) :repay coBS{tuctionloans;·2} afterthecbnstrhctioii'loarts'wer.e fuilyrepai~.someproceedswere 
4 used to pay priv~¢o$;;3)moriey ~~:.depo~ into ~tveSJ an<!A).~ney was-dtstributel:ito the 
s; l?arent:company. Per the testimony of:Mr,. Van Santen. as ~f20Q7, tb~:.o®u~cy -of tbe:subi-¢4 
6 property was 97,1%,. Further, the Applicant had.collec;ted $347.J)()O,OOU inentranc~· f~ as ofthe.: 
1 first year. 

& PeFM!~,.S.firilli, llieentt'}lfe¢.s:womdn.Qtbe"s~iliZed''forlO.-l5y~ :He also testifieuthe: 
9 tumove,t: fat~ .iq. fudep,¢nd¢tltJiying,ilrP..ts.Wiis m,udi Iower:l:fiah, @.li(:;.~~ sll.IdY ··hl!.4.· mdic~ ~· 

1o: axesnlt,. entranc~fees for2l108'i?QIO w.ert<:orily $-2(f$QOO,OQ6 :rather'th<:m th~ $P9~Qm).~()QGJ<i~ 
11 Dndet·tlielease.;aftet30·y~ars; on1ySO%ofthe entrance:fees·'\vo.uld be-:refun.da.ble·PS·.·tonew 

'12 ft!Sidents~-aftci 4:5 yea;!S;. 0%· ofthl! fee-sn:vouid be' refundable-to new enttan£SI. and aftetn9 years~ fhe.. 

n CC:RC ~tq·coriY:el't.tqa; reJ:l.tal CGRG,;$otl:ratat theend,ofthe 75·y~ least; n:o refunds at'e 
14 anticipate& Applicant's,witness.Mr.John Van santeritestifled..iliis~wasa COI11plex busi.ness:mOdcl~ 

Cost:Approaek, 

16 Perth~ testimony ofMrt Gary Smith, proceeds from the sale" of:tbe;Slib.iect property•s.-lllitlhl, 
17 ~.ntrqiice{eeS;,.,re.re. ~d to P<lY off the·:eonstrtiction' loan.of$226;T68~879:{AJ!!Jllcani'sEXhl:J}It 1 0~; 
18 pag~S)".plus fuinsfer. a.Jgtal pf $J74;J,76;8:65lli~h'fu· tf~~AP.pli~t'sp~.feiitc6fupan)! (aJotalof 
.19: $400,3:4:S.,144).~Mr;,:SIDitht~ti:&oo:.trud·g~ShpaJmen~\Y~~-a4¢t-¢tli.¢;p;@i¢p()~yAw.:ra 

20' thtee~yearp~riod asfoUo:ws: $.91,3l6,224in 2005r$55,2l.sp49 in.:?00.6fAJ?PUCant'!S EXhibit 10; 
2r page 4-); <md:$27;64t694in:2{)0T(APi)licanfsEXhlbit2~ page-:5}: The-;Ap#eantreporterf·aduai 
2Z . c<)Ds;~tii)n rosts'of$:?~3;;Q38~977 (A;Ss~oor's EXhibit::C; pag~,z~6') ' and Applicant's witness} Mf,, 
2J John. Van Sante~ l'VW~ eifunated the mark~t larid valueJo be $c7S~os.u;~oo·.m his-'~P.pf.#S.lilf 

.............................. -.......... ., ____ , ........... _, ___ _ ----·------24 (AppUc;auti:s Exhibit 3, pag~4i)~ 

25. Mr~ Si:nlfh>tes.tifledthat the:-.pa}'lllents to the paren:(cOJ:npln,ly WeJ::el.lla;de b~1lSe't:h~t \yai 

26. 

27 
5 ASS'eSSDr'~ wit!Jess Ms:Trinh Lw~Nguy,ert ~~ 1M A,ssess9r ~·the Apj:)l~c:ant's·r~f19rte4.~$'of~t 2& construction irrde.velQping the: ~ssw.!$' cost approach va1uati9n.removilig personal.pi-opert:y.an,dpr¢~*eting~. oNmtii:lgc;,xpenses. 

6 FTh.TD INGS • .\Nt) CO:t-J,CLUSIONSi 

I 
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2 compaily. The parent company then: :use~rthose pr:oc~ fOr any g~rgfpurpp$etbe-pareJ1t:¢rnp~y "•A 
~ "• 0 ' : o' 0 

3 chooses to do: so. 

4, Ms,Luu.,.N~ testified,' for the Assessor iliatthe:-cAssessorl,lSedtne;APflicant~'s reported, 

s .co.sts:.ofactuai . .c:.onstm.ctioncin 4evelopingJhe .Ass_es~r7 S>COstapP;~~h:Yait~Ii;.J'e.ri'!Q$g;p~rmi 
6. .PJ:9I>Yriy aucl. pre-ma.rk:eiing Pfft"(}p~rajj)lg,expe~s. w,hi!e:<iddiJl& !i'25:% .a4difi.l)n .. for· Ert: U~ijlgJh~ . . •. . ·. 

7 · meth~~-~1~. Trlnh testi~~ the value. ~fthe.subj~t_.property ~ ~ffueN9~~3~'2QQ;i' lie¢~' . 

8-: w~ $373',7QO,fl09 ($ciL4sseSs.nr/s Exhibit C, pp.2,.6~), ·. AsseSSGr:'·s. witness~ .&fr,_,Crnig;Coo~ 

g. tesfifioo:f{)rthe..A.$s¢'s?9rJbat EP, r~;the y~~- for ~He develoP.ef's tiskj:'Wlfat:~somoone:wotildexpectlo 
ro. ,r~ceive ~-~profu,fur ili_e.ris~ Ms,_.Luu~Nguy~:testifie(J: t.lla.t~'GC~.C 1~ nota$i:J.lie nse 9fa 
11 ~seniorhousin~property~ 

12 The~essor !Usopeifeiriieda-cestapproachf-or.the N-t~vember 3~ 200~ Ile.tniate usmg~ 
13: _lv~~f;an,d SV.tift(M&;~J:gtij,q¢imef) ~ ii' cheekag~st'the :As~essar;s actuaLcostofconstruction, 

14: ·appr-oac~(S~:Assessor~sJ3khihit G, p.p;?"- lOJ The' Asses~r:used: ilieM"&S "Llix.Ur'y'.Hi:~RJ'se., 
15. Apartment/ Class:B GQ9<4 :iq;\1~: theinqepen4ePt living f~cj.]it)t~4 th~ ~;HO.mt;S\ fgr lliitEf<fedy~" 
16 . for, the .. &ealthc~ centerj Class. A Good -Ms~ tuu;Wgy.yen.te;$ti,ficit~.t11~'9ifferetic~jii;.c§st 
li &~n tll¢s¢:tWO' cJ.a$s~ficatio!lS added::a.pptoximately 30.% to :value whenusingfh¢ LU4;ury lligh-' 

1 it Rise ApaPJn.entdassifi¢qtians~ UWitin~this·m~t:htxi ofva{uatio~- the-Assessorcoilcluded an 

19' mdica,te.d. val~ of$3 9o;20Q,OQQ! .If, simlJar~ M~S ¢1:!~ <i!?PW?;cl.iV~l~6!1 \\i;i$.1itif1'e~M'for-I.ien. 
20: date Jaollitr;i: 1,.2006, in which theAssessor:wnclt14ecfthe i,n_di~~~aitl~ pf:the s.ri:!)j¢ct.W:0p¢rtr• 
21. was•$401~6oO!OO{t (Bee Asses5or's Exhibit:C~pp-.9; fiJ LastlY.t theiAssessorarnve~i:atan.asse,~ed 
22 Ya\ue-of$42t);:3®;000~ forllendateja.nuaryi,;2oo.1usm~the:M&sappr~c;h..(See Ass~r's; 
2.3. EXhibit. E,p~ .3). ApPlyiilg the:factoted~a5eyearvafua; ~e ~ AS$e$$0ffireco~nas to 

24 assess~_.yal-ue-, ~~ loy,;eJ; ~ i:Qdi,cate4 abciy~. 

25. A..<\B CbalrSt:anTish. questi'one4 Applicanf s 'Vitne.§S;MJ.- Qary ~lliifh,re~~j:he 90% 
26 refundable• fee Witifresp~ to.EP, notfug. thatafter the construction•loan ~paid offiwQ:'the·costs of 
'21- 4~lopmei1t, thete ~- stirne ptofit: :S~~ifically., Mr. Smith 'was asW.at whatrate of.:reti.nn a .CCRC 
2& PI'oJro.t was unclertakeh.; t9 w.fiicbhe ~I'Qnd¢9. thai a 20% ra~ o'ttef:irm Would be'expected. before( 

7 
FINDINGS-AN[) CONCLUSIONS, 
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2 parentcbmpany; was not that pro-fit? 

3 Mf. Smith test:ified that under this l:rusmess moddr they' pay doWJithe const.ruction debt; pay 
4 fur pr()j¢t;. costs~. and: cover :Start UP.op¢rating:co~(e.g".!Jlatketing); unril.they:are ~t the.bteak--evett 
5 point. of.8,0%,;.th,en, they t;Dy~-any tequi,fe<J. e~st:S-arid; return. t:Q'e,~st. to th¢ ~en(-!;Qmpru:iy:for 
·6. gen~ral expert4i_fiu:e; PWJ?Q~~ 

. ... . . 
.7 Mr~- Van~Santen performed a 9os!. approach valuatio~ cno_osing i<> -use repiacem~qt~~newc 
&. CR~rtafuet tJ:ian ~rigthe:~:costsf andbtiiizlng diffetebtM&S:t-Ostt:lasSificat:ibns. from-the: 

9 As.se~&ot;,.e;g~ he; did: il9.t~!ieve ''L~~- I'fjgiJ..:,Rise Ap~ent"\vas ~ apprpPiili:¢ ~~fficati0r1 tQ' 

tp: use; giv~nJhe num~otl$ «orpmon.;u-~_i:qa t:.GRC. f!e ~hos~to iu;e th~:RGN ?PPKO~~ be¢<Ul:se.h,e 
11- felt :that there; were "'extraordinary~' ceosts-•asspcia1ed With: tbe- d:evdppme:pf .ofth~.CCRCtlu.tt d!d:11ot 

12' contriblrte m value. Usiiigthis apptoac~ he arrived at a value-of•$208,500,-000 for-theJanuacy; i, 
13 2007 H¢:date;.;(See A-pp!-icanfs E:$-bit &~ atp., ~J;)·- :Hed.ixi not indud.eilie-fust7.generruion'entranre· 
i4: ·fees·inhis·ana!y~is; .. ftu'ther~he~eduete:d.$8,3,9.90;977 fffiin_the-value,oftheproPJ!itY:; attril:mti.Bg':1J:;to 

IS ecooom.lclfunctionat nbsol~sc<mce-. {~ AppliGlilltis•EXl'Al>ib$. ~ p~ 47). He tes@:¥. th~fuiictibrial 
16: obsolescence;\V:as a.ttfluutable tO:Jhe {nsuffident: C<tsh flow: eorniJJg in from. an mvestq.(s st:andppi,ht,. 
n Boani.meiribe~-<mesti<?:ne4 whether inatwas -riot created by distributing$! i4,ooq';OO.O to· the parent 

l& comP.ariy; 

i? c. -fucomeApp:r.o~ch: 

20 1. 'tbeAssessor 

21 W1tln:espect:to-theNovembet:3~26:05:andlanilaiJ.l'l<2000',Hen·date~the;Assessor-employed: 
22 the mrome apprpach,· using''}.1etliod: F'~a.nd-''Method II~;; _(See-Assessor; s,EXhib1t-.E.~ Mefuod 4, 
23. w.hich;did .riot. include the-estirinite¢arn;o:uilt of inctime.to the~ b~ill¢.$.s;~rerpii.S¢\ -~nciuiJed. with--a 

...... ········ ......... -........... . ·······~·------------··-········· ·-····-·····--···· 45 $370,700,000 res~ti vely~ CS.ee As~soi-' S: ExhlbitE, ~ p; 1'6.) M~od II dlffei:edJt9ll1.1ifethod I 
26 hi that it captured tlie~entire tefim.diiliie portimrofilie ililtihl: entrance fee;: ~fethQdTo_niy captured 
27 i.gtei:est o~ the Appllca#t,.. s use or the refuhda:ble· entrance· fee-~ Methoo- II mdieated a Substantially 

28 highyr vaiuethan Meili~I/i:.e. $5Q5;7.0010QO:arid $599;100~()00 fQrlien datesJ~-ovember-3j2005c 

FINDiNGS AND CONCLUSIONS No. 07:29()6,.J}72909. 
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2. ;ofihe:subj_~t:pr~rty\yas>$f't1;$®~00Qforth~}~-1.,.?0071ie.Q.da~. (S~.,Ass~r!s~1Ji) 
3 ~ a:c p- 22.) 

4 2~ · 'fb·e AppJjcant 

s Mt$Qlir!t~~J~@.~:lli§::~M~~,1<1~~~~,m~,@.·§in.;tpl~Y~iJ~qf~ ?t1bJ¢Ct'ibaseit .. 

6· __ ~n}:l_le,_-~ili,~y~t1~:B.ftl}~~~~~<#_P~p~'-.Mr"·S~ithtestfflp<It£i~1Win'V~wolfl<trmt 
7 ~~i~imputediooome.Pn the:td.imdahtefee$~.s~~~by~~~-$~~r n.q~EP~ ~~-~--- ····· ........... -···· 
K P$teiitia.!;ciev~:.:W.ottl~ro(>km the:anticlpared.casb:fiDw;.m.valuin~.the property: A;ppficanttS' . 
!i "«1fu~.f-tc>!m.u~~-~~r)vt~~tW~-t~t-~~~vefiifi:P1tfeif'income·-~)ri¥CCR6'appt~,--

Hi N1;r •• v~-S~·~rfqnneqa:zi·i~Jrit::i$94:-a.f:!Pfq@JJ.t().\ialfi?tioii f{)fl~ da;te:Jail~~¥ 

It Z007. fu•unde~this approa¢h:~ h.~·.i;lid: ~Of: inclwi~-the m~m~ fron;t tile' firSt~ge:iJ:eta,tioll;·,eDfi'~ce 
IZ; fees.- With respect tcr: the ~pittilization .rttt¢j ire ibo&dat:tl-rree som:ces::ofthe:;ra~ 1} l:IladCetsal<es~· 
n.- (~1::5'!/b-Y; 2);Ui~ f93~X ~({;aj: band_::of<mvestment(9;6%J,.. Fbi: 1hls entrance·;fee ccR.n~·-beJei~-a 
t4 I{}fA{:ap:i~.i~itm: rate.Waiappf0'¢:iflle;a~g:~ the>e~tive•~ratt; he us~J t_.t%.(d~AJtld% 
£5;: +·l ~ %R.t:R)·as:the -C&t?~~l:iz,a,#"Qmn1~'' (~AJ:?Pl~t~s,Ei}lib;f.O, Eit pp, 47,.7Q~) -ff~,f~'ftha~a~. 
16: ... J:iigher'-Capitaiitalibn:~rare'was--1l1Jpr<?:pnate:becauseJl1,~~fughe?Jih~·:fQ~~{lf~>~tAe9:p~f:ia!.Qi,{ff · · 
17: a. CCRC talc~- on·~· hlgb¢r•:risit ite also• found tliecsuhiect.property had a netoperating:im:;_orne of' ·, . . . . . ·. . . ·. : . ' ·~ . .. . . •. . . . ; .... 

t&, $2~n45.;?69~. Ap~ly;inig:·!fi$S¢ f~ti)~tlje ¢i:>~~Illii:e:d a··v~ue:or~s.soo~poo as-;of'Janum·tl~ 2007.c.. 
1:9,: :(See.:A:pp.li~sErlll.Pit$, iit:l);]Q:) .As ~fli~-~:J)li'fu?tY'1.:~90'9.:J:1ie ~t;~i¥v~~*was 
21l. $ZOO~Iii (M100:. (Se~fApplk~t's Exhibit·4; ~ p1 3) •. AI?Iiliean('a:ttribYfud_. ~~·~am.* 'V¢.tt¢, ttl{ tJJ:edi¢n 
21 dateofNovember,jt2605" 

n Wi1:k'respect t9::tl1e·capi±afitation :rate} cliaic T"!Sii:~uestioned' ihe: hi~h·taie~no~·that~b-~ 
21 5ubJe,c~·~-was-o~iPriine.iear;~$ate·.in'the,Bi!Y.'~ii~6i,t~r.d-ianii;;:nearthihi~d ·-------- ---------:---
.7!4 ~~oni.Sho~X:'e~t~r. s~~N-R-@an~lf~~R.(~~e#;fR~-!~ll¢ation.op th¢·]?'~t:l). ......................................... ____________ ................ ______________________________ _ 
.~$ ancf'Si:anf'ord Hospi}al;~. 

21 MS:, Luii-Nguyen testified tfia:t:the:;slilijectjlt0perty1s not a spedal ~;IJ.ro'p~rryrraiherr wbile:-
2& tfi.¢ opptaQ;Qri iS. wnqq;e~ tfie· proP¢t!Yjs Q-ot.inany wa,Y,; spe:ciai:;: rioting. similarseniot llvingproperti~' 
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2. testifiedthataCCRC.ili·adistinctyroperty,":type:from-oth¢rf6n:nsofsenior;J1vingfacilitie~;suchas: ·' . . . . . 
.. .· 

3 an assistafli"Vi.tt~:.:facilitY,;_ oi':a nursing home: Slie·furt:her·restilled"that she:Md:prei.ioUSiy:appra1sed 
4.· \Vebs,ter- H9use a5a:CCR(,i!,ine~g:unptrtiitgin~me~ a,s:~ofthein0o~7~P.p!Qaphto'val'ue~ 
5. Mr~ Smith t¢stifia!.thattbe,desigitnfthe su.bie¢f property -aoes net Xencl:i~elf'to·-$Pme· ather: 

ti_· use, cpm~ it:to·-amArizon~pl:opert:y-owned &y Vi. Vi'hrut~eiidey~epment9ta t::X::Re in. 
7 Arizona in2008'; and-when the. teal estate;maiketdroi)peri~louM.itself With significant canee:iiati.ens, 
& Hirysit:leri.cy~aet$ ·vieiplpr¢do1fieruses f~~heptppf#.tY;.b1Tt¢Gne~ectthat-th§:te:.:~J,lO 
9 9th#*rnate~~gfWI1an14e~on.~ in:a...GGR'G;. 

I:q Mr" Van S:antente~ned th~~a,re ?PWQ~¢ly; LSQO:CCR.C."$ in:tb,e c~nmtr;y; ofl:lles..~ 
ll: appto:ximatel¥. 80%·arenon7:profits:_otren·nm by·reli~ous'groUfiS.:suchas Jewish and Catholic 
12 gr94p5.. He:testifie.4.th¢ subject property wa5-'a-liirrit~· mlirkerpto-perty~no~:that1here are net that 
n Il1any QCRQ $des~ 

t.f ~ Van.S.an,t~rtdjQ. pot'.im;:lude EB as it is usually seen witk ~u}i3,tiyedevdoprp.~ts •. Such 
:is _as {)UJ~e.buildln~,and 1he deyelo~r i$- Weill~ tht:'risk tba,t they y,illl not~ .. ab1e,to lease it .out: 
i 6: · Wb.en,you.have;a buii4,to~suit, ot,a ~pecicl pll'rp<}se.:&uilding like: the;subjec4: he~testifi~d i{·does not. 

:·n ~<iliei.ncltiSron,ofE~ fucoritrast,.:l\.fr;-Letotte.resttiied::tbatne:had:c~Jnsidci:edsY/o'f,.i5%:F:P 
I8 wh®:domg va1W't?<JnS:bf CCRC 's, 
rs: YIK 

21: Said applieati:Ons havm~ been. heard,; evidence both oral~ amf·ducumentary·lnning_;been 
22 • mtrodiroed:and eonsidere<!; tile· Assessment-1\ppeals-Bvard;. havirigreiiderenta ·filial d¢tennination~ ... ,. . . . ' · ... · .··. ·.•·. ·.· .· ... ; ·.·· •, •.. . ·. . .... ·-·. ... . . . . . . . . . . .. .. . . 

ts 
26' 

27 

28' 

............ ·--·--------------------------

r. 

2 

3; 

All obj~ti01J,s·were:Qvelnlied, :withdl:awn,,pJd!le qp~on was; restated.­
The Assessor. liadJlte b\itden'ofproof [bean li'en ctates:;atJssue~: ··· · 
Unde;t tti~Rev~uearid·TfiXation CcH;ie ~,~ssor.iS.te¢.Jired to ~'-r~property' 
8,ccill;ding ~- tfie fu:P ~val¢. of.th,¢. ree Sitilpl~' ~n¢tes_t 

I • 
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L 

2" 

3, 

4 

5 

6,·. 

1 

8 

I 9: 

i& 

ll 

l2 

n 

'i4' 

IS 

16. 

17 

18' 

t~ 

20 

21 

22. 

23 
.. ·-····· 

i4 

.25 

26 

27 

18 

I 
and are phySically capable ofope~independently~ Ho:weyvr; the,h~<;lth. center is,. •• .f . ,-.. • 

•• 

required W' prth-ide.setvices to, residentS ofthe-,htdepenrlentli vin~~ units as req~red.. 
Therefote~,the facilities are C()tnpJ~1Ilentarrand·com.pr:ise- a-singie·eeononric unJJ,and 
single ~aisal unituridet the cl.fr.J::entw;e, 

~. By vi~ ofilie.r;esi4enq Cpp~ts;q.n,d; paymertt (}fth~ Uritial-~nt;ry; (e~~; ~d :jAQll.frllY 
Serv:icefees; resldents-haM~ c-ertalnnghts, of oecupancy, poss~s1on,.and use... ' 

6. Th~feoonotniacpotentiaiofthe:fee·simple:interest!.nthe:prope~'consists.ofthei.nitl.a:t 
~nt:cy.Jees and:)l!e capit@zed'Vil.lue (jf~·~up$equeP:'{ eiitryf'e#s at Witioyet 

7, The Applicant, thfot,tgl:J. Mr- J:ohfl:Y~ S~~ :MA.I sub#!itt¢'a cow~t, d~led; 
and thorough summaryapptaisal ofthe·propert.r·as ofJ~ I, 200Tand.two 
S1,lppiemental reports asofNovember 3} 2005 andJanuaryl,2DiY6, W.-Vm Santen 
P!!IPOttSt(f ~e·:~$g:the fqil ~h vatile oftfie f:e_e.·¢mple {nterest. .:tfowever• by nof.. 
including-~ init:ial ~try fees -i.n tfie app~sal h~ is·excifudingthe grel¢r· portion of the; 
;;~s1de$.:I b~dle.;oi)ights.frQrn th? valuafjqn ~ is';the.~;:efore,.~p~~~jrigsO.~. . 

. 

les&'than the. fee Simpleinte~st; 

8. The.suhj_ectpropert.y. is not:a.;speciaLuse.property. hutisallmited market:~roperty:,. 
9~ AS. ·alitnitedmarket properm the~i~ is !ii;iir1s¢ll¢j~ qu~tit;itY, al),dqU$ty ofm~ketdalli' 

to estimat~ fu}l ta,sh.v~~ l;iy sales,co~irri.S9Ii. "'',,,kr§f<}:re, iP-~' B.Q:ar.d h~ reli~~I! 
the cost anti incom~ capit.lliz:atihn:aP,P.IP(!:ches. as ht,l;w:hotilth.~.Appl,ic_aqf~d ili~ 
Assessor; whlch are·appropriate;a.nd; rdkblemei.fuodo'l~es for:ihe.-va1Uatitm;of this;· 
property· type. 

10. As. theprOperl:yis. no(.3;.speelal lise propeey~ · iti~· aPP.I:l)pnatetp· ~ci'Ud.¢·!1 de:veleper's iot .......... ·----·----.--.. ··-···----· ------
entrepreneurial pt.Qfit (BP) 1P: JJ;i~-apRij.cati<'!n of th~ ¢9:st · appi:P~ll; EP :ts. teP~~I¥e~ by 
the $114;176;863 trar®errd(i:o.thep;;re.ni GOmpany fQr,its~~trict¢~e, 

fL The Board:t'indS 'that there is no :credibte evidenre.·:of'f\u1ctional tJr extema! 
ob~lescence •a:S of any of the vallit dates hi q!ie8tirin. F ot the ianuaey 1 ~2001lien date 
the Board. estiniates the-full. cish vruue of the f~ ~i11lfi1e· Merest by-ili¢ eost a.pproadi;: 

FINDINGS· A:Nb:CONCLUSIONS: 
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1 
j 

1 2. 

l 
l ~ 

~ 
~ 

4 ~ 
I 
'l 5 

i 6. 

I 
~ 

7 

g 

I 
9 I 

I 1{)_ 

I H 

12 

l l3 

14 

15 

16 

l7 

}8_ 

'1~ 

4Q 

2I 

'22 

2~ 
········-····· 

2:4 

-~ 

26 

27 

28' 

l 
Landvalue(fe~·simple) 

b~veloptnent costslloaQ; payoff 
De:velopefspt{lfit[dis.t;dl>#tion _to ~t 

Indicated-value by cost approqch: 

$78,00.0;000 

226000000 ·-'· .. '·. 

I 74~000,000 

$ 4 78~000;000: 
1?'. Irt..·tb~ ~«:.capi~~~tiO:!l-8pf1rpachotOcl' til~)~~ 1:,. 2007 u-en <i.<¥~JP:e, eoar!_relies 
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31, woo~ initial, entryJ~s-9f$4-J3~536,S:~9 frpm A:Sses5ortsExhibitC~ w- :u-t,-4; 
deyelopll1ent co$_1siJqa.;t p~yQ:ff of'$22o,168~&19 from ~pp!jp:ult(A_ppJ~~~~pit 
10:. p5J~:a!ld~net·operatingmcome·pf$ij,l45;36.9ftomAppHcarit~s·Eihibii:j~._I?.71J .. _l\S 
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13:.: The results·ofthe cost and ihcmnecapitalizarioo ~oaches··-exhibita variation:. off .G%. 
2- Tnecost approath .confurrrs: the reSldts of.iOcome:capitalitatin~ .Tha. B6&rl concludes 

' 3 that the· full cash-value Of the fee simple interesrm the subject real property a5 of 
4 January 1? 2001 i!~·$4SO':millib.n. 

5 14. Theecononlic potential o:fthe fee- Simpieo:interest m the· subject property. .is the same:~n 
.... o:. · ·_· ___ the~of~UQ!t~on·:(NO:vemkr3:,2005}:andth~d:~i;~1i~ 

7 date as oil the uen:dateJanuary:: 1~"2007-: Accordingly* the. Bear-d coneiudes tbatthe full 
g: cash :value ~or the fee' simple· interest,i:n_ the sul>ject .!(IDI?¢.rfy~.as: o:fthe teferenceCf dateS is: 
9 $48-Q miilioo'aS c:>feach date. 
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13 · Nov~beJ_-3~2005~ Januaq-1-..2006, and],~m~· 1. 2007, The Ass¢sg<)r-is•fi:lrti1er· 
t4 direct to enrcllthe filctt:lred• base.·year·vcilue of the lancHor each· lien :date at issue; in thi~r 
15 b,eanng,. $~~being; N;oy~er3; 2<!05,)anua.r:y i~ 29Qt}apaJ:anuacy l •. .7oo7. 
r6 16: A~ th~Bqard.n:l~upq;t~ cap~talizati~?Jld.nota;~o~ Q<lSI:lfJQ,wapaly~is irl · 
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that the fuifcash value· or the fee: simple interest in the:su~e.ct real property as of­
January 1~ 2001 is $480 millio!h 
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August 31, 2012 

Dear Residents of Vi at Palo Alto 

Randal !. Richardson 
Prest dent 

71 South Wacker Dnve. Ste 900 
Chicago, IL 60606 

p 312 803 8458 
F 312.873.4311 

rricha rdson,ii'vtltvtng .corn 

As you may know, after a hearing before the Santa Clara County Assessment Appeals Board (AAB), the AAB determined the assessed value of the Community to be $480 million as of November 2005, January 2006 and January 2007 As we communicated to you by Memorandum dated May 7, 2012, we believe that the AAB made numerous mistakes in reaching that decision and we are pursuing all available legal remedies to challenge the assessment. Residents have raised concerns about the impact that the assessment will have on the resident monthly fees. Our Management Company and the Provider have studied this issue in depth and have determined that the Provider will relieve the Community of most of the burden of the impact of the AAB's decision during the course of our legal challenge to the base year valuation. 

What this means is that the Community will only be charged for real estate taxes based on the level of assessment of the Community that was in place prior to our appeal (approximately $319 million), as increased each year by the Office of the Assessor by no more than 2% (collectively, the Current Base Year Assessment), until the finalization of our appeal of the base year valuation. All back taxes through June 30, 2012 (approximately $12 million), including the $1.4 million that we previously stated would be converted to a shortfall loan after payment, will be borne by the Provider, with no impact on future monthly fees. Further, the Provider will incur all of the real estate tax expense after June 30, 2012 in excess of the Current Base Year Assessment, based on the decision of the AAB, until our legal challenge is completed, the excess of which we estimate could be approximately $1 9 million per year By taking this approach, it will not be necessary to reduce the Capital Item Replacement Reserve (CIRR) funding level from 5% to 4% on January 1, 2013, as we had planned. As previously discussed, we will suspend the crediting to residents of any excess amounts in the Cumulative Operating Surplus, as provided for in the COS policy, until the appeal of the base year assessment is completed. In this letter we would also like to address a few of the issues that have been communicated to us regarding the AAB decision. 

We have been informed that some residents contend that we should never have appealed the assessment, that we hired substandard counsel and that the tax increase is somehow beyond the scope of what is covered by the plain language of the Residency Agreements. We strongly disagree with each and all of those assertions. First, the decision to appeal the tax assessment was a sound and reasonable business decision. Our management company has extensive experience in this area and has had great success in the past at other communities which produced meaningful benefits to our residents We have no doubt that if we had failed to challenge the assessment we would have been criticized for that 

Wnte your next chapter at Vtltving.com 
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decision Second, our counsel is highly experienced, competent and well regarded in this area We have 
no reason to believe that their being from Chicago rather than California contributed in any way to the 
actions of the AAB. In fact, residents who attended the hearing were unanimously complimentary of 
their performance Lastly, the plain language of the Residency Agreements provides that real estate 
taxes are part of the operating cost of the Community. How that valuation is reached, or what the AAB 
chooses to base it on is irrelevant. 

We further understand that the use of the term "Entrepreneurial Profit" in the AAB decision has caused 
some consternation among some of the residents. As we and our attorneys have explained to the 
RAC/RFC, the AAB misused the concept of Entrepreneurial Profit in order to reach a grossly inflated 
property value In fact, we believe that it should not have been applied at all to this type of property 
and the AAB's application of it here violates California law As we have previously explained to the 
RAC/RFC, there are three methods to value real property (cost approach, income approach, and 
comparable sales approach) Entrepreneurial profit is only relevant to the cost method. The basic 
concept is that a "cost approach" valuation of a new project cannot be limited to only an accumulation 
of the costs to build the project. A cost approach valuation must also consider the appropriate 
compensation to the developer for his expertise and risk incurred in developing the project. However, 
for a cost valuation of real estate, the entrepreneurial profit should be limited to just the developer's 
profit on the real estate It should be documented with market evidence on transactions limited to real 
estate, and is best evidenced by the profit percentage (on direct and indirect costs) that a real estate 
developer earns when he sells a newly completed project Entrepreneurial profit should not include 
profits and returns from the sale of an ongoing business that includes real estate 

A good example of a transaction that would measure entrepreneurial profit would be a developer, 
buying a plot of land, building out a commercial office building, and selling the finished office building to 
a real estate investor The developer's entrepreneurial profit would be the profit percentage earned on 
his total cost of the project. Conversely, entrepreneurial profit would not be documented by a 
restaurant operator building a new facility on a plot of land, operating the new restaurant to build up a 
clientele, and then selling the restaurant business along with the real property That transaction would 
be the sale of an ongoing business, and it would be difficult to separate the entrepreneurial profit 
attributable to the real estate, and the profit that was attributable to the sale of an ongoing business. 

In this case any potential increase to assessable value under the cost rnethod would be limited to 
entrepreneurial profit that documents increased value in the structural improvements in the real 
property Entrepreneurial profit increases to assessed value, should not include ongoing business value 
of CC-Palo Alto operating a continuing care retirement community ("CCRC") Using CC-Palo Alto's 
entrance fees as a measure of entrepreneurial profit is flawed in that a resident entrance fee transaction 
is not a purchase of a fee interest in real estate It clearly includes certain realty rights (i.e., the 
resident's lifetime occupancy right for a unit in the real estate) however the entrance fee also includes 
the purchase of more privileges and benefits beyond just an occupancy right. Using the gross entrance 
fee as a measure of realty value fails to reflect CC-Palo Alto's obligations to deliver various services and 
amenities, including certain long term health care services to each resident throughout his or her life 
time and most importantly, CC-Palo Alto's obligation to refund a significant portion of the entrance fee 
when the resident departs the project and his or her unit is sold In fact, the obligation to refund a 
significant port1on of entrance fee is for accounting, income tax, and regulatory purposes treated as a 
loan from the resident. Calling it "entrepreneurial profit" defies common sense and strains credibility 
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A more proper market documentation of entrepreneurial profit attributable to the realty would be 
transactions in which a real estate developer, building a new CCRC facility, sold the facility immediately 
after completion, prior to any entrance fee transactions, to an operator like CC-Palo Alto 
Unfortunately, there are virtually no such transactions in the market-place as CCRC facilities are typically 
built by owner-operators who retain and operate the facility Without these standard market measures 
of entrepreneurial profit, the Assessor and the Board reverted to usmg entrance fees as a proxy for the 
market value of the realty Assessable entrepreneurial profit, if any, should be limited to the 
compensation for developer expertise and risks associated with building the structural improvements, 
and not include any entrepreneurial profit associated with the operating business or the underlying 
land 

We will continue to challenge the AAB's improper valuation through all legal rneans available to us. 
While we are hopeful that our legal challenge will generate a successful result, there can be no 
assurances. Please be advised that the Provider's decision to bear the costs of real estate taxes 
attributable to the AAB's assessment in excess of the Current Base Year Assessment during the appeal 
period is not intended to waive, and the Provider reserves, its rights under the terms of the Residency 
Agreements after the appeal period ends. Further, if the appeal is successful, the Provider will be 
entitled to refunds until it receives a return of the payments it has made in respect of the taxes. 

Sincerely, 

Randy Richardson 
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