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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or
other person has been authorized to give any iuformation or to make any representations with respect to the
2010 Bonds other than as contained in this Official Statement, and if given or made, such other information
or representation mnst not be relied upon as having been authorized.

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or
the solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which
the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful
to make such offer or solicitation.

Effective Date. This Official Statement speaks only as of its date, and the information and
expressions of opinion contained in this Official Statement are subject to change without notice. Neither the
delivery of this Official Statement nor any sale of the 2010 Bonds will, under any circumstances, create any
implication that there has been no change in the affairs of the Agency or any other parties described in this
Official Statement, or in the condition of the security for the 2010 Bonds since the date of this Official
Statement.

Use of this Official Statement. This Official Statement is submitted in connection with the sale of
the 2010 Bonds referred to in this Official Statement and may not be reproduced or used, in whole or in part,
for any other purpose. This Official Statement is not a contract with the purchasers of the 2010 Bonds.

Preparation of this Official Statement. The information contained in this Official Statement has
been obtained from sources that are believed to be reliable, bnt this information is not guaranteed as to
accuracy or completeness.

Involvement of Underwriters. The Underwriters have submitted the following statement for
inclusion in this Official Statement: The Underwriters have reviewed the information in this Official
Statement in accordance with, and as a part of, its responsibility to investors under the Federal Securities
Laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information.

Document References and Summaries. All references to and summaries of the Indenture or other
documents contained in this Official Statement are subject to the provisions of those documents and do not
purport to be complete statements of those documents.

Bonds are Exempt from Securities Laws Registration. The issuance and sale of the 201 0 Bonds
have not been registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of
1934, as amended, in reliance upon exemptions for the issuance and sale of municipal securities provided
under Section 3(a)(2) of the Securities Act of 1933 and Section 3(a)(12) of the Securities Exchange Act of
1934.

Estimates and Projections. Certain statements included or incorporated by reference in this
Official Statement constitute "forward-looking statements" within the meaning of the United States Private
Securities Litigation Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934,
as amended, and Section 27A of the United States Securities Act of 1933, as amended. Such statements are
generally identifiable by the terminology used snch as "plan," "expect," "estimate," "bndget" or other similar
words.



THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS,
lJNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM
Al'.'Y FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. THE AGENCY DOES NOT PLAN TO ISSUE ANY
UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR WHEN ITS
EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH
STATEMENTS ARE BASED OCCUR.
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OFl"ICIAL STATEMENT

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

•

Housing Set-Aside
Tax Allocation Bonds
Series 20IOA Taxable

INTRODUCTION

This Official Statement, including the cover page and the attached appendices, provides infonnation
regarding the issuance by the Redevelopment Agency of the City of San Diego (the "Agency") of the bonds
captioned above (the "2010 Bonds"). The 2010 Bonds will be sold by the Agency to the Public Facilities
Financing Authority of the City of San Diego (the "Authority") for concurrent resale to the Underwriters named
on the cover page of this Official Statement.

Authority for Issuance

The 2010 Bonds are being issued under the Community Redevelopment Law, constituting Part 1 of
Division 24 (commencing with Section 33000) of the Health and Safety Code of the State of California (the
"Redevelopment Law") and a resolution of the Agency adopted on ,2010.

The 2010 Bonds will be issued under a Trust Indenture, dated as of August I, 2010, (the "Indenture"),
by and between the Agency and U.S. Bank National Association (the "Trustee").

Purpose of Issuance

The proceeds of the 2010 Bonds will be used for the following purposes:

•

•

•

•

(i)

(ii)

(iii)

(Iv)

To provide for a reserve fund.

To pay the costs of issuing the 2010 Bonds.

To repay outstanding bank lines of credit from San Diego National Bank for low and moderate
income housing projects for the City Heights Redevelopment Project, Naval Training Center
Redevelopment Project, North Bay Redevelopment Project and North Park Redevelopment
Project.

To finance a portion of the costs of low and moderate income housing projects (the "Housing
Projects") within or of benefit to the following six redevelopment project areas (collectively, the
"Redevelopment Project Areas") of the Agency (see "FINANCING PLAN - The Housing
Projects" below):

City Heights Redevelopment Project (the "City Heights Redevelopment Project")

North Bay Redevelopment Project (the "North Bay Redevelopment Project")

N011h Park Redevelopment Project (the "North Park Redevelopment Project")

Crossroads Redevelopment Project (the "Crossroads Redevelopment Project")

* Preliminary, subject to change.
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(v) Naval Training Center Redevelopment Project (the "Naval Training Center Redevelopment
Project")

(vi) San Ysidro Redevelopment Project (the "San Ysidro Redevelopment Project", and together, the
"Redevelopment Project Areas")

Security for the 2010 Bonds

Security for the 2010 Bonds. The 2010 Bonds are limited obligations of the Agency secured by a
pledge of and first lien on "Tax Revenues." Tax Revenues is, in general, defined in the Indenture as the 20%
portion of tax increment revenues derived from the six Redevelopment Project Areas which, pursuant to the
Redevelopment Law, must be deposited in the Agency's Low and Moderate Income Housing Fund CHousing
Set-Aside").

Existing Senior Obligations. Tax Revenues does not include that portion of the Housing Set-Aside
from certain redevelopment projects used by the Agency to pay the following senior obligations of the Agency
relating to such redevelopment projects (the "Existing Senior Obligations"):

• City Heights Redevelopment Project has pledged moneys in the Agency's Low and Moderate
Income Housing Fund derived from the City Heights Redevelopment Project as security for its
obligation to pay debt service on the following bonds:

$4,955,000 initial aggregate principal amount City Heights Redevelopment Project, 2003 Housing
Set-Aside Tax Allocation Bonds Selies A (Taxable) and $865,000 initial aggregate principal
amount City Heights Redevelopment Project, 2003 Housing Set-Aside Tax Allocation Bonds,
Series B (Tax-Exempt) (together, the "City Heights 2003 Senior Bonds') and

• North Bay Redevelopment Project has pledged moneys in the Agency's Low and Moderate Income
Housing Fund derived from the North Bay Redevelopment Project as security for its obligation to
pay 25% of debt service on the following bonds:

$13,000,000 initial aggregate principal amonnt North Bay Redevelopment Project, Tax Allocation
Bonds, Series 2000 (the "North Bay 2000 Senior Bonds").

• North Park Redevelopment Project has pledged moneys in the Agency's Low and Moderate Income
Housing Fund derived from the North Park Redevelopment Project as security for its obligation to
pay approximately 24.0% of combined debt service on the following bonds:

(i) $7,000,000 initial aggregate principal amount North Park Redevelopment Project, Tax
Allocation Bonds, Series 2000 (the "NOlih Park 2000 Senior Bonds"); and

(ii) $7,145,000 initial aggregate principal amount North Park Redevelopment Project, 2003 Tax
Allocation Bonds Series A (Taxable) and $5,360,000 initial aggregate principal amount
North Park Redevelopment Project, 2003 Tax Allocation Bonds, Series B (Tax-Exempt)
(together, the "North Park 2003 Senior Bonds").

The North Park 2003 Senior Bonds were issued on a parity with the NOlih Park 2000 Senior
Bonds. The North Park 2000 Senior Bonds and the NOlih Park 2003 Senior Bonds are
referred to together as the "North Park Senior Bonds".

Future Senior Obligations and Future Parity Obligations. The Agency is permitted under the
Indentnre to incur additional obligations CParity Bonds," and together with the 20 10 Bonds, "Bonds") secured
by a pledge of Tax Revenues on a parity with the pledge of Tax Revenues to the 2010 Bonds. The Agency may
not issne additional bonds with a senior lien to the 2010 Bonds, except as described herein nnder "SECURITY
FOR THE 2010 BONDS -Additional Debt."
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Common Pledge. The City of San Diego (the "City") and the Agency have made findings that the
Housing Projects financed with proceeds of the 201 0 Bonds, although they may be located outside the
Redevelopment Project Areas, will benefit all six Redevelopment Project Areas; as a result, Tax Revenues
includes Housing Set-Aside generated in each Redevelopment Project Area without consideration of in which
Redevelopment Project Area the Housing Projects are actually built. All of the Tax Revenues received in any
fiscal year from each of the six Redevelopment Project Areas will be deposited in the Special Fund of the
Agency and used as set forth in the Indenture. See "SECURITY FOR THE 20 I0 BONDS - Special Fund;
Deposit of Tax Revenues" herein.

Tax AIlocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based upon an
allocation of taxes collected within a designated redevelopment project area. The redevelopment agency
establishes the taxable valuation of a redevelopment project area as last equalized before the adoption of the
redevelopment plan, or base roll (the "Base Year Valuation"). Subsequently, the taxing agencies receive the
taxes produced by the levy of the then-current tax rate upon the Base Year Valuation (except for any period
during which the taxable valuation drops below the Base Year Valuation).

Taxes collected upon any increase in taxable valuation over the Base Year Valuation are aIlocated to a
redevelopment agency and may be pledged by a redevelopment agency to the repayment of any indebtedness
incurred in financing or refinancing a redevelopment project. No less than 20% of taxes allocated to a
redevelopment agency (i.e., the Housing Set-Aside) must be set aside in a separate fund to develop and maintain
low- and moderate-income housing in the City. Redevelopment agencies themselves have no taxing power.

Tax Revenues which secure the 2010 Bonds consist solely of the Housing Set-Aside less that portion of
the Housing Set-Aside used by the Agency to pay the Existing Senior Obligations.

The City and the Agency

The City. The City of San Diego (the "City") is located in the County of San Diego (the "County"). The
City encompasses approximately 342 square miles in the westem portion of San Diego County. The City is the
county seat of the County. The January 2010 population of the City was estimated to be 1,376,173. The City
was first incorporated in 1850, and operates nnder and is govemed by the laws of the State of Califomia and its
own Charter as periodically amended since its adoption by the electorate in 1931. The City operates under a
Strong-Mayor form of govemment, approved by the voters on June 8, 2010. The Mayor is elected at large to
serve a four year term. Eight council members are eleeted by districts, for four-year staggered terms. The
Council is presided by the Council President, who is selected by a majority vote of the Council. Under the
Strong-Mayor form of govemment, the Mayor is the Chief Executive Officer of the City and has direct oversight
over all City functions and services except for the City Council, Personnel, City Clerk, Independent BUdget
Analyst (IDA), City Attomey, and City Auditor departments. Under this form of govemment, the City Council
is composed of eight members and is presided over by the Cowlcil President, who is selected by a maj01ity vote
of the City Council. The Mayor presides over City Council in closed session meetings of the Council. The
Council retains its legislative authority; however, all City Council resolutions and ordinances are subject to a
veto of the Mayor except for certain ordinances including emergency declarations and the City's annual Salary
and Appropriations Ordinances. The City Council may ovelTide a Mayoral veto with five votes. The City
Att011ley, who is elected for a four-year term, serves as the chief legal advisor of and attomey for the City and
all departments. Dnring the County's primary election held on June 3, 2008, voters approved Proposition B
which required City Council to place a measure on the June 2010 ballot to allow voters to decide whether the
Strong-Mayor f01m of government should become pelmanent effective January I, 2011. Additionally,
Proposition B provided for the public to decide whether the number of City Council districts should increase
from eight to nine, and therefore, a eOlTesponding increase of City Council votes required to ovelTide the
Mayor's veto from five to six. That measure, Proposition D, was approved by voters on June 8, 2010. For
certain infomJation with respect to the City, see APPENDIX B - "CERTAIN INFORMATION REGARDING
THE CITY OF SAN DIEGO AND THE SURROUNDING AREA"
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The Agency. The Redevelopment Agency of the City of San Diego was established by the City Council
in 1958. The City Council is the Board of Directors of the Agency. Project implementation and administration
for the Agency are provided by three separate and distinct organizations: Centre City Development Corporation,
Southeastern Economic Development Corporation and the Redevelopment Division of the City's City Planning
& Community Investment Department. The Redevelopment Division perfonns general administration for the
Redevelopment Agency, coordinates budget and reporting requirements, and maintains the Agency's meeting
docket and official records. The Division also administers eleven project areas which include Barrio Logan,
City Heights College Community, College Grove, Crossroads, Grantville, Linda Vista, Naval Training Center,
North Bay, North Park and San Ysidro.

The Authority. The Authority is a public agency duly organized and existing pursuant to a Second
Amended and Restated Joint Exercise of Powers Agreement, dated as of October 29, 2002 (the "Agreement").
between the City and the Agency. The Agreement was entered into pursuant to the provisions of Articles 1 and
2 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California. The members of the
governing Commission of the Authority consist of the City Treasurer, the Assistant Executive Director of the
Agency and three members of the public who are appointed by the Mayor and confirnled by the City Council
and the Agency. The Authority was created for the primary purpose of assisting in the financing of certain
public capital facilities improvements of the City and the Agency. No assets or property of the Authority secure
the payment of debt service on the Bonds.

Cautionary Statement Regarding Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute "forward
looking statements" Such statements are generally identifiable by the tenninoloh'Y used such as "plan,"
"expect." "estimate:' "budget," "projected" or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties and
other factors which may cause actual results, perfonnance or achievements described to be materially different
from any future results, perfonnance or achievements expressed or implied by such forward-looking statements.
Although such expectations reflected in such forward-looking statements are reasonable, there can be no
assurance that such expectations will prove to be COlTect in whole or in part. The Agency is not obligated to
issue any updates or revisions to the forward-looking statements if or when expectations, or events, conditions
or circumstances on which such statements are based do or do not occur.

Continuing Disclosnre

The Agency has agreed to provide, in accordance with Rule 15c2-12(b)(5), promulgated by the U.S.
Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended (the "Rule"),
notice of certain material events. These covenants have been made in order to assist the Underwliters in
complying with the Rule. Beginning in March 2004, the Agency failed to comply with various filing deadlines
for a number of undel1akings due to the unavailability of audited financial statements for the Agency. Each
required annual report and audited financial statement was subsequently filed. As of June 2010, the Agency was
Cl1lTent with its filings and is in compliance with its continuing disclosnre obligations. See "CONTINUING
DISCLOSURE" herein.

2006 SEC Order and Related Matters

SEC Order. On November 14, 2006, the City entered into a cease-and-desist order (the "Order") with
the Securities and Exchange Commission (the "Commission") relating to violations of the antifrand provisions
of the federal securities laws in connection with the offer and sale of municipal securities in calendar years 2002
and 2003, and other related public financial disclosures conceming its pension and retiree health care liabilities.
The Commission concluded that the "City, through its officials, acted with scienter," because "City officials
acted recklessly in failing to disclose material information regarding [pension and retiree health care] liabilities."
The Order imposed certain remedial sanctions, including the retention of an independent consultant to review
and assess the City's policies, procedures and intemal controls with respect to bond offerings, including
disclosures made in its financial statements. The Order settled all claims between the City and the Commission
with respect to the alleged violations of the federal securities laws in 2002 and 2003. On January 16, 2007, the
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City retained Stanley Keller of the law firm of Edwards Angell Palmer & Dodge, LLP to serve as independent
consultant (the "Independent Consultant"). The Independent Consultant was required to conduct annual reviews
of the City's policies, procedures and internal controls for a tInee year period, and provide copies of snch reports
to the Commission. The Independent Consultant's final report was presented to the City Council on March 8,
2010.

Audited Financial Reports. As a result of various investigations into the City regarding, principally, the
events that were the subject of the SEC Order, the completion and release of the City's and Agency's audited
financial statements were substantially delayed. The City issued its Comprehensive A!lJlual Financial Reports
(each a "CAFR") with unqualified opinions for Fiscal Years 2003 through 2008 during the period from June
2007 through March 2009. The City received an unqualified opinion from its outside auditor on December 21,
2009, with respect to the Fiscal Year 2009 CAFR, which was received and filed with the City Council on
February 1, 2010. The City aud the Agency are now current with respect to all financial reporting.

Definitions and Summaries

Definitions of certain terms used in this Official Statement are set fOlih in "APPENDIX D 
SUMMARY OF TRUST INDENTURE." This Official Statement contains brief dcscriptions of, among other
things, the 2010 Bonds, the Indenture, the Agency and the Redevelopment Project Areas. Such descriptions do
not purport to be compreheusive or definitive. All references in this Official Statement to documents are
qualified in their entirety by reference to those documents, and references to the 2010 Bonds are qualified in
their entirety by reference to the forms of Bond included in the Indenture. Copies of the Indenture and other
documents described in this Official Statement may be obtained from the Trustee.

Professionals Involved in the Financing.

David Taussig & Associates, Inc., Newport Beach, California, is acting as fiscal consultant to the
Agency and has prepared an analysis of taxable values and tax increment revenue with respect to the
Redevelopment Project Areas. See APPENDIX A - "FISCAL CONSULTANT REPORT"

Kitahata & Company, San Francisco, California, is serving as financial advisor to the Agency for its
2010 Bonds.

All proceedings in connection with the issuance of the 2010 Bonds are subject to the approval of Best
Best & Krieger, LLP, Riverside, California, as bond counsel. Best Best & Krieger LLP is also acting as
disclosure counsel to the Agency. Nossaman LLP, Irvine, California, is acting as underwriter's counsel to De
La Rosa & Co. and Piper Jaffray & Co. Certain matters will be passed upon for the Agency and the City by the
City Attorney. Payment of the fees and expenses of bond counsel, disclosure counsel, underwriter's counsel and
the underwriter is contingent upon issuance of the 2010 Bonds.

FINANCING PLAN

The Housing Projects

The Agency expects to use certain proceeds of the 2010 Bonds to repay lines of credit described below
and also to finance the following Housing Projects ofbenefit to the Redevelopment Project Areas:

City Heights

• Home in the Heights Program - Provides qualified homebuyers with a household income of
100% or less of the Area Median Income CAMI") a silent second mortgage loan of up to
$30,000 from the Redevelopment Agency, The tenTI of the loan is twenty years. Principal and
interest are forgivable over the 20-year period, provided the participant remains the owner of
and continuously lives in the home and does not refinance the first mortgage debt without
permission from the Redevelopment Agency. In addition, Home in the Heights provides for

5



education to fU'sHime homebuyer participants on the financial responsibilities and
considerations of homeownership.

• Housing Enhancement Loan Program - The Housing Enhancement Loan Program provides
forgivable loans ranging from $5,000 to $30,000 to qualified homeowners living in or near the
City Heights Project Area whose gross household income does not exceed 100% AMI. The
loans are forgivable over 10 years and accrue annual simple interest of fhree percent. Eligible
improvements include interior and exterior repairs to remove health and safety hazards, enhance
curb appeal, or provide energy reduced energy and/or landscape-related water consumption.

• Urban Village Office and Townhomes Project promissory note - In May 2000, the Agency
entered into a Disposition and Development Agreement CODA") in which the Agency pledged
funding assistance for 116 affordable housing units in the City Heights Urban Village Town
Homes and Office Project.

• Fairmount 26 - A proposed mixed use project composed of 26 affordable rental units, 1,295
square feet of classroom space, and 4,000 square feet of commercial/retail space. The rental
units will be restricted to households with low and velY low income.

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

Crossroads

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

Naval Training Center

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

North Bay

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

North Park

• Florida Street Apartments - An 83-unit affordable rental complex on Florida Street south of
University developed and managed by Community HousingWorks.

• Western Pacific developer loan repayment - In April 2004, the Agency entered into a DDA
with Westem Pacific Housing, Inc. for the development of a 224-unit mixed use project which
included an Agency subsidy for the inclusion of 45 for-sale affordable residential units.

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

San Ysidro

• Acquisition, rehabilitation, new construction, potential opportunity purchases.

The housing projects listed herein are not comprehensive, and such list may change at the discretion of
the Agency.

The Bank Lines of Credit

The Agency will also use a portion of the proceeds of the 2010 Bonds to repay bank lines of credit from
[U.S. Bank, as successor in interest to] San Diego National Bank (the "Bank") for low and moderate income
housing projects for the City Heights Redevelopment Project, Naval Training Center Redevelopment Project,
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North Bay Redevelopment Project, and North Park Redevelopment Project. Upon repayment, the lines of credit
will be terminated. The Bank lines of credit were obtained under credit agreements between the Agency and the
Bank entered into on July 26, 2007, as amended and extended in July, 2010, and are in the following
outstanding amounts:

Project Area
City Heights
North Bay
North Park
Naval Training Center

Estimated Sources aud Uses of Fuuds

Bank Line of Credit.
$11,000,000

8,600,000
7,300,000
7,100,000

Amount Drawu
$4,153,000

8,580,000
7,300,000
5,600,000

The following is a table of estimated sources and uses of funds with respect to the 20 I0 Bonds.

Sources:

Par Amount
Plus: Other Available Moneys
[Less: Original Issue Discount/Plus: Original Issue Premium]

Total Sources

Uses:

Costs ofIssuancelil

Deposit to Reserve Account
Pay to Bank to repay Lines of Credit
Deposit to Housing Projects Fund

Total Uses

III Includes Underwriter's discount, fees and expenses of bond counsel, disclosure counsel. financial advisor, fiscal
consultant, trustee and escrow agent fees and expenses, [insurance premium], costs of printing the preliminary and
final official statement and rating agency fees.

THE 2010 BONDS

Description

The 2010 Bonds will be issued in fully registered form without coupons in denominations of $5,000 or
any integral multiple of $5,000.

The 2010 Bonds will be issued only as one fully registered bond for each maturity, in the name of Cede
& Co., as nominee of The Depository Trust Company, New York, New York ("DTC"), as registered owner of
all of the 20]0 Bonds. See "APPENDIX G - BOOK-ENTRY ONLY SYSTEM." Ownership may be changed
only upon the registration books maintained by the Trustee as provided in the Indenture.

The 20] 0 Bonds will be dated their date of issuance and will mature on the dates and in the amounts,
and will bear interest (calculated on the basis of a 360 day year comprised of twelve 30-day months) at the rates,
set fOlth on the inside front cover ofthis Official Statement.

Interest on the 2010 Bonds will be payable on each March ] and September ], commencing March ],
201] (each, an "Interest Payment Date").
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Interest on the 20 I0 Bonds is payable on each Interest Payment Date until maturity or prior redemption,
as provided in the Indenture. Each 20 I0 Bond will bear interest from the Interest Payment Date next preceding
the date of authentication thereof unless it is authenticated after a Record Date and on or before the following
Interest Payment Date, in which event it shall bear interest from such Interest Payment Date, or unless it is
authenticated on or before February 15, 20 II in which event it shall bear interest from their date of issuance. If
at the time of authentication interest is in default, the 2010 Bond shall bear interest from the Interest Payment
Date to or for which interest has been paid.

Redemption

Optional Redemption. The 2010 Bonds maturing on or before September I, 2020, are not subject to
call and redemption prior to maturity. The 2010 Bonds maturing on or after September I, 2021 shall be subject
to call and redemption prior to maturity, at the option of the Agency, as a whole or in part, on any date, among
maturities as shall be determined by the Agency, and by lot within each maturity (each 2010 Bond being
deemed to be composed of $5,000 portions with each such portion being separately redeemable), from funds
derived by the Agency from any source, on or after September I, 2020 at a redemption price for each redeemed
Bond equal to the principal amount thereof, with accrued interest to the date of redemption, without premium.

Sinking Fund Redemption. The 2010 Bonds maturing on September 1, __ and September I,
-,-,-,-_ are subject to mandatory sinking fund redemption in part, by lot, on each September I, from mandatory
sinking fund payments set aside in the Principal Account, at a redemption price equal to the principal amount
thereof to be redeemed, together with accrued interest to the date fixed for redemption, without premium, in the
aggregate respective principal amounts and on the dates set forth below:

2010 Term Bond Due September I.

Payment Date
(September 1)

Payment Date
{September I)

2010 Tenn Bond Due September I.

Amount

Amount

If some but not all of the 2010 Bonds have been optionally redeemed, the total amount of all future
Sinking Account payments set forth above will be reduced by the combined principal amount of 20I0 Bonds
optionally redeemed, to bc allocated among the Sinking Account payments as are subsequently payable on a pro
rata basis in integral multiples of $5,000 as determined by the Trustee.

Open Market Purchase of 2010 Bonds

The Agency may at any time buy 2010 Bonds, of any series at public or plivate sale at a price which,
inclusive of brokerage fees, will not exceed the par amount of the 2010 Bonds so purchased, plus any applicable
premium and any 2010 Bonds so purchased shall be tendered to the Trustee for cancellation.
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Notice of Redemption

The Trustee, on behalf and at the expense of the Agency, will mail, not less than 30 nor more than 60
days prior to the redemption date by first class mail to each of the Owners designated for redemption at their
addresses appearing on the 2010 Bond registration books of the Trustee on the date such 2010 Bonds are
selected for redemption.

Each notice of redemption must (a) state the redemption date; (b) state the redemption price; (c) state
the place or places of redemption; (d) state the CUSIP numbers of the 2010 Bonds to be redeemed, the
individual number of each 2010 Bond to be redeemed or that all 20I0 Bonds between two stated numbers (both
inclusive) or that all of the 20I0 Bonds are to be redeemed and, in the case of 20 I0 Bonds to be redeemed in
part only, the respective portions of the principal amount thereof to be redeemed; (e) state that on the
redemption date there will become due and payable on each 20I0 Bond the redemption price thereof and that
from and after such redemption date interest thereon shall cease to accrue; and (1) require that such 20 I0 Bonds
be then surrendered, with a written instrument of transfer duly executed by the Owner thereof or by his attorney
duly authorized in writing if payment is to be made to a person other than the Owner.

Except in the case of optional redemption from the issuance of refunding obligations, the Trustee will
not mail a redemption notice prior to the receipt of funds required for the redemption. Any notice of optional
redemption from the issuance of proceeds of refunding bonds shall state that such redemption is subject to the
receipt of proceeds for such refunding obligations. Any optional redemption notice sent by the Trustee prior to
the receipt of proceeds of refunding obligations may be rescinded if such refunding obligations are not issued
and proceeds thereof are not received by the Trustee, upon the mailiug to the 201 0 Bond Owners by the Trustee
of a written notice of such rescission, in which event the 20 I0 Bonds will not be redeemed and interest will
continue to accrue thereon.

Other Redemption Provisions

Partial Redemption. If only a portion of any 2010 Bond is called for redemption, then upon surrender
of that 20 I0 Bond the Trustee will authenticate and deliver to the Owner thereof, at the expense of the Agency, a
new 2010 Bond or 2010 Bonds of authorized denomination, and of the same maturity and series and equal in
aggregate principal amount to the unredeemed portion of the Bond surrendered.

Effect of Redemption. When notice of redemption has been and when the amount necessary for the
redemption of the 2010 Bonds called for redemption has been set aside for that purpose, the 2010 Bonds
designated for redemption shall become due and payable on the redemption date thereof at the place specified in
the notice of redemption. Such 20 I0 Bonds shall be redeemed and paid at said redemption price, and no interest
will accrue on such 2010 Bonds called for redemption from and after the redemption date speei fied in such
notice.

All 20I0 Bonds so redeemed wiIl be canceled by the Trustee and will not be reissued. All unpaid
interest with respect to the 2010 Bonds payable at or prior to the redemption date wiIl continue to be payable to
the respective Owners thereof, or their order, but without interest thereon.
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Debt Service Schedule

The following table sets forth annual debt service on the 2010 Bonds. See "SECURITY FOR THE
2010 BONDS - Existing Senior Obligations" for a description of certain obligations of the Agency payable
from Housing Set-Aside on a basis senior to the 2010 Bonds.

Redevelopment Agency of
the City of San Diego

Housing Set-Aside-Tax Allocation Bonds
Debt Service Schedule

Year Ending
(September 1) Principal
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SECURITY FOR THE 2010 BONDS

Security for the 2010 Bonds

Subject only to the payment and reimbursement of the fees, charges and expenses of the Trustee, as
provided in the Indenture, the 2010 Bonds (and any Parity Bonds) are secured by:

•

•

•

a first lien and pledge of all of the Tax Revenues,

a pledge of all of the moneys in the Special Fund, the Bond Fund, the Interest Account, the
Principal Account, the Reserve Account and the Redemption Fund, and

all amounts derived from the investment of the moneys in these accounts.

Allocation of Taxes

As provided in the Redevelopment Plans, and in Article 6 of Chapter 6 of the Redevclopment Law and
Section 16 of Article XVI of the Constitntion of the State of California, taxes levied upon taxable property in a
Redevelopment Project Area each year by or for the benefit of the State of California, any city, connty, city and
county, district, or other public corporation for fiscal years beginning after the eflective date of the ordinance
approving a Redevelopment Plan shall be divided as follows:

1. That portion of the taxes which wonld be produced by the rate upon which the tax is
levied each year by or for each of said taxing agencies upon the total sum of the assessed value of the
taxable property in the Redevelopment Project Area as shown upon the assessment roll used in
connection with the taxation of such property by such taxing agency last equalized prior to the effective
date of the ordinance approving the Redevelopment Plan shall be allocated to, and when collected shall
be paid into the funds of the respective taxing agencies as taxes by or for said taxing agencies on all
other property are paid; and

2. Except for taxes which are attributable to a tax levy by a taxing agency for the purpose
of producing revenues to repay bonded indebtedness approved by the voters of the taxing agency on or
after January 1, 1989, which shall be allocated to and when collected shall be paid to the applicable
taxing agency, that pOltion of levied taxes each year in excess of such amount will be allocated to, and
when collected, will be paid to the Agency to pay the principal of and interest on loans to, money
advanced to, or indebtedness incurred by the Agency to tlnance redevelopment projects.

Pledge of Tax Revenues

The 2010 Bonds (and any Parity Bonds) are secnred by a tlrst pledge of and lien on "Tax Revenues",
which consists of that portion of taxes annually allocated to the Agency with respect to the Project Areas
following the Closing Date pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the
Redevelopment Law and Section 16 of Article XVI of the Constitution of the State and as provided in the
Redevelopment Plans, including all payments, subventions and reimbursements (if any) to the Agency
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations, that are
required to be deposited into the Housing Fund of the Agency in any Fiscal Year pursuant to Sections 33334.2
and 33334.3 of the Redevelopment Law, and subject to the following limitations with respect to the Senior
Bonds:

(i) with respect to the City Heights Redevelopment Project, there shall be excluded any
such taxes pledged to and used to pay debt service on the City Heights 2003 Senior Bonds pursuant to
the City Heights 2003 Senior Indenture;
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(ii) with respect to the North Bay Redevelopment Project, there shall be excluded any such
taxes pledged to and used to pay debt service on the North Bay 2000 Senior Bonds pursuant to the
NOlih Bay 2000 Senior Indenture; and

(iii) with respect to the North Park Redevelopment Project, there shall be excluded any such
taxes pledged to and used to pay (a) debt service on the NOlih Park 2000 Senior Bonds pursuant to the
2000 Senior Indenture and (b) debt service on the North Park 2003 Senior Bonds pursuant to the North
Park 2003 Senior Indenture.

Special Fund; Deposit of Tax Revenues

The Agency holds a special fund known as the "Housing Set-Aside Tax Allocation Bonds Special
Fund" (the "Special Fund"). The Agency is required to deposit all of the Tax Revenues received in any Bond
Year in the Special Fund; provided, that the Agency will not be obligated to deposit in the Special Fund in any
Bond Year an amount of Tax Revenues which, together with other available amounts in the Special Fund
exceeds the amounts required to be transferred to the Trustee for deposit in the Interest Account, Plincipal
Account and the Reserve Account in such Bond Year.

On or before the fifth day immediately preceding each Interest Payment Date, the Agency will transfer
from the Special Fund to the Bond Fund an amount equal to the principal and interest owing on the 201 0 Bonds
on such Interest Payment Date and an amount, if any, necessary to increase the amount in the Reserve Account
to the Reserve Requirement. Any Tax Revenues received by the Agency during any Bond Year in excess of the
amounts required to be transferred to the Trustee for deposit into the Interest Account, the Principal Account and
the Reserve Account in such Bond Year will be released from the pledge and lien of the Indenture and may be
used for any lawful pmposes of the Agency.

Existing Senior Obligations

As explained above under "INTRODUCTION - Security for the Bonds," "Tax Revenues" does not
include Housing Set-Aside used by the Agency to meet the following payment obligations:

• City Heights Redevelopment Project has pledged moneys in the Agency's Low and Moderate
Income Housing Fund derived from the City Heights Redevelopment Project as security for its
obligation to pay debt service on the $4,955,000 initial aggregate principal amount City Heights
Redevelopment Project, 2003 Housing Set-Aside Tax Allocation Bonds Series A (Taxable) and
$865,000 initial aggregate principal amount City Heights Redevelopment Project, 2003 Housing
Set-Aside Tax Allocation Bonds, Series B (Tax-Exempt) (together, the "City Heights 2003 Senior
Bonds"); and

• North Bay Redevelopment Project has pledged moneys in the Agency's Low and Moderate Income
Housing Fund derived from the North Bay Redevelopment Project as security for its obligation to
pay 25% of debt service on the $13,000,000 initial aggregate principal amount NOlih Bay
Redevelopment Project, Tax Allocation Bonds, Series 2000 (tbe "North Bay 2000 Senior Bonds").

• North Park Redevelopment Project has pledged moneys in the Agency's Low and Moderate Income
Housing Fund derived from the North Park Redevelopment Project as security for its obligation to
pay approximately 24.0% of debt service on the following bonds:

(i) $7,000,000 initial aggregate principal amount NOlih Park Redevelopment Project, Tax
Allocation Bonds, Series 2000 (the "NOlih Park 2000 Senior Bonds"); and

(ii) $7,145,000 initial aggregate principal amount North Park Redevelopment Project, 2003 Tax
Allocation Bonds Series A (Taxable) and $5,360,000 initial aggregate principal amount
North Park Redevelopment Project, 2003 Tax Allocation Bonds, Series B (Tax-Exempt)
(together, the "North Park 2003 Senior Bonds").
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The following table shows the payments from Housing Set-Aside required for payment of the required
percentage of maximum annual debt service on the Senior Bonds shown below:

TABLE 1
Existing Senior Obligations

City Heights Redevelopment Project,
North Bay Redevelopment Project and

North Park Redevelopment Project

Additional Debt

Bond Issue
City Heights 2003 Senior Bonds
North Bay 2000 Senior Bonds
NOlih Park 2000 Senior Bonds
North Park 2003 Senior Bonds

City Heights
100%

North Bay

25.0%

North Park

24.5%
41.1%

Issuance of Future Parity Bonds. The Agency has covenanted not to issue obligations with a lien on
Tax Revenues senior to the lien of the 2010 Bonds, except to refund the Senior Bonds, as described below.
However, in addition to the 2010 Bonds, the Indenture authorizes the Agency to incur additional obligations
payable fTOm Tax Revenues equally and ratably with the 20 I0 Bonds ("Parity Bonds"), subject to the conditions
set forth in the Indenture, including the following (see APPENDIX D - SUMMARY OF TRUST INDENTURE"
for a more complete summary of the conditions for issuance ofPmity Bonds):

(a) No Event of Default under the Indenture shall have occurred and be continuing;

(b) Thc Agency shall deliver a certificate to the Trustee stating that Tax Revenues (plus
amounts pledged to the City Heights 2003 Senior Bonds, the North Bay 2000 Senior Bonds, the North
Park 2000 Senior Bonds and the North Park 2003 Senior Bonds) to be allocated and paid to the Agency
in each Fiscal Year during the term of the Parity Bonds, plus at the option of the Agency the Additional
Allowance, as set forth in the certificate of the Agency taking into account all Redevelopment Plan
limitations, tax sharing agreements and othcr factors which would cause a reduction in Tax Revenues in
any future Fiscal Year, will be at least equal to 125% of the sum of (i) the Annual Debt Service coming
due and payable in the corresponding Fiscal Year on all Bonds (Excluding Escrow Bonds, defined
below) which will be Outstanding following the issuance of such Parity Bonds; and (ii) the following
percentage of the annual Senior Bonds Debt Service of the Senior Bonds that will be outstanding
following the issuance of snch Parity Bonds: 25';..'0 in the case of the North Bay Senior Bonds; 100% in
the case of the 2003 City Heights Senior Bonds; and 24% in the case of North Park Senior Bonds
(consisting of 24.5% in the case of the North Park 2000 Senior Bonds; and 41.1 % in the case of the
North Park 2003 Senior Bonds);

(c) The Agency shall certify to the Trustee that the issuance of such Parity Bonds shall not
cause the Agency to exceed any applicable limitations under the Redevelopment Plans. Without
limiting the generality of the foregoing, the Agency may not issue any PaJity Bonds in the event and to
the extent that either:

(i) the aggregate amount of debt service on all outstanding obligations of the
Agency, including such Parity Bonds, exceeds the aggregate amount of Tax Revenues which
are eligible under the Redevelopment Plans to be allocated and paid to the Agency during the
period while such outstanding obligations remain outstanding, or

(ii) the aggregate principal amount of all outstanding obligations of the Agency,
including such Parity Bonds, exceeds any applicable limit in the Redevelopment Plans on the
aggregate principal amount of indebtedness which the Agency is pemlitted to have outstanding
at anyone tin1e;
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(d) The Supplemental Indenture authorizing the issuance of Parity Bonds shall provide that
(i) interest on such Parity Bonds shall be calculated at a fixed interest rate if the Agency determines in
such Supplemental Indenture that it is to be paid on a current basis, shall be payable on March 1 and
September 1 in each year of the term of such Parity Bonds except the first twelve-month period during
which interest may be payable on any March I or September I, and (ii) the principal of such Parity
Bonds shall be payable on September 1 in any year, as determined by the Agency, in which principal is
payable;

(e) Money shall be deposited in the Reserve Account or in a subaccount therein (or a
Qualified Reserve Account Credit Instrument provided) in an amount sufficient to increase the amount
on deposit in the Reserve Account to an amount equal to the Reserve Requirement for all outstanding
Bonds, including such Parity Bonds; and

(1) The Agency shall deliver to the Trustee a certificate of the Agency certifying that the
conditions precedent to the issuance of such Parity Bonds set forth in the Indenture have been satisfied
and that the deposit into the Reserve Account as set forth above has been made.

For the purposes of the calculation of the coverage requirements with respect to the issuance of Parity
Bonds, Outstanding Bonds aud Pality Bonds shall not include a principal amount of such Parity Bonds,
detennined on such basis alllong maturities as the Ageucy may determine, equal to the proceeds of such Parity
Bonds to be deposited in an escrow fund established for such Parity Bonds (the "Escrowed Bonds"), provided
that the Supplemental Indenture authorizing the issuance of such Parity Bonds shall provide that:

(1 ) Such proceeds shall be invested in Permitted Investments, and an alllount equal to the
difference between the projected interest earnings on such proceeds and the interest due on the
Escrowed Bonds shall be deposited in the Interest Account so as to pay interest on the Escrowed Bonds
as it becomes due and payable;

(2) Moneys may be transferred from the escrow fund established for the Escrowed Bonds
only if a Tax Revenue Certificate establishes that the amount of Tax Rcvenues, after the proposed
transfer date of such Parity Bauds to be allocated and paid to the Agency in each Fiscal Year during the
term of the Parity Bonds as projected by a Redevelopment Consultant taking into account all
Redevelopment Plan limitations, tax sharing agreements and other factors which would cause a
reduction in Tax Revenues in any future Fiscal year, will be at least equal to 125% of the Annual Debt
Service coming due and payable in the corresponding Fiscal Year on all Bonds and Senior Bonds
calculated in the manner set forth in (b) above (excluding the remaining Escrowed Bonds) which will be
Outstanding following such transfer date;

(3) The Agency shall provide to the Trustee a certification with respect to the matters set
forth in subsections (b), (c) and (e) above, provided that such certification shall include the Escrowed
Bonds allocable to such moneys so transferred from such escrow fund; and

(4) Such Parity Bonds shall be redeemed from moneys remaining on deposit in the escrow
fund established for the Escrowed Bonds at the expiration of a specified escrow period in such manner
as may be determined by the Agency in the Supplemental Indenture;

Any computations establishing that debt service coverage is sufficient to support the issuance of Parity
Debt or that requisite debt service savings aloe available to suppOli the issuance of refunding bonds shall, in all
cases, be evidenced by a cCliificate of all Independent Certified Public Accmmtant or an Independent Financial
Consultant.

In addition, the Agency must provide an opinion of Bond Counsel that the execution of the
Supplemental Indenture has been duly authorized by the Agency in accordance with the Indenture; that the
Parity Bonds, when duly executed by the Agency and authenticated and delivered by the Trustee, will be legally
valid and binding limited obligations of the Agency; and that the issuance of the Parity Bonds will not in and of
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itself impair the exclusion for federal income tax purposes of interest on any tax-exempt Outstanding Parity
Bonds.

Issuance of Subordinate Debt. In addition, the Agency may issue or incur obligations payable from
Tax Revenues on a subordinate basis to the pledge of Tax Revenues to the repayment of the 2010 Bonds or
Parity Bonds so long as (i) following an Event of Default under the Indenture, no Subordinate Debt shall be paid
prior to the 2010 Bonds or any other Parity Bonds in any fiscal year of the Agency, and (ii) if the holder of any
Subordinate Debt is a commercial bank, savings bank, savings and loan association or other financial institution
which is authorized by law to accept and hold deposits of money or issue certificates of deposit, such holder
must agree to waive any common law or statutory right of setoff with respect to any deposits of the Agency
maintained with or held by such holder. See APPENDIX D - "SUMMARY OF TRUST INDENTURE".

"Annual Debt Service" means, for each Fiscal Year, the sum of (a) the interest payable on the
Outstanding Bonds in such Fiscal Year, assuming that the Outstanding Serial Bonds are retired as scheduled and
that the Outstanding Teml Bonds are redeemed from sinking fund payments as seheduled and (b) the principal
amount of the Outstanding Serial Bonds payable by their temlS in such Fiscal Year and the principal amount of
the Outstanding Teml Bonds scheduled to be paid or redeemed from (c) sinking fund payments in such Fiscal
Year, excluding the redemption premiums, if any, thereon.

Additional Refunding Bonds ofSenior Bonds and Limitation ofPledge, City Heights, North Bay or
North Park Senior Lien Housing Bonds. Additional bonds on a parity with the Senior Bonds may only be
issued under the Senior Bonds Indentures for the purpose of refunding, in whole or in part, the Senior Bonds, or
any refunding of all or any portion thereof, and only so long as such refunding results in debt service savings for
the refunded Senior Bonds in each fiscal year, and the maturity of the Refunding Bonds is not later than the
maturity of the Senior Bonds to be refunded, as evidenced by a Certificate ofthe Agency.

(i) The Agency represents in the Indenture that the pledge of housing set-aside tax increment under
the City Heights 2003 Senior Indenture is limited to 100% of maximum annual debt service on the City Heights
2003 Senior Bonds;

(ii) The Agency represents in the Indenture that the pledge of housing set-aside increment under the
North Bay 2000 Senior Indenture is limited to 25% of maximum annual debt service on the North Bay 2000
Senior Bonds; and

(iii) The Agency represents in the Indenture that the pledge of housing tax increment under the
North Park Senior Indenture is limited to 24% of the maximum almual debt service on the NOlih Park Senior
Bonds (consisting of 24.5% of maximum annual debt service on the North Park 2000 Senior Bonds and 41.1 %
of maximum annual debt service on the North Park 2003 Senior Bonds).

Reserve Account

The 2010 Bonds and any Parity Bonds are secured by a Reserve Account established pursuant to the
Indenture, and maintained in an a1110unt equal to the Reserve Requirement.

The "Reserve Requirement" is defined in the Indenture to be, with respect to the 2010 Bonds (and any
Parity Bonds), as of the date of calculation an amount equal to the lesser of (i) 10% of the initial outstanding
principal amount of the Bonds (less original issue discount in excess of two percent); (ii) Maximum Annual
Debt Service on the Bonds; or (iii) 125% of average Annual Debt Service on the Bonds; provided however, that
the Reserve Requirement shall be calculated without regard to Escrowed Bonds, as defined in the Indenture.

All money in the Reserve Account shall be used and withdrawn by the Trustee solely for the purpose of
replenishing the Interest Account and the Principal Account, in such order, in the event of any deficiency at any
time in any of such accounts, or for the purpose of paying the interest on or principal of or redemption
premiums, if any, on the applicable series of Bonds, in the event that no other money of the Agency is lawfully
available therefor, or for the retirement of the applicable series of Bonds, then Outstanding, except that so long
as the Agency is not in default under the Indenture, any amount in the Reserve Account in excess of the amount
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required by this paragraph to be on deposit therein except as herein otherwise provided, shall be, if directed by
the Agency, transferred to the Bond Fund.

The Reserve Requirement for the 201 0 Bonds may be satisfied in whole or in pali by crediting to the
Reserve Account moneys, a Qualified Reserve Account Credit Instrument.

A "Qualified Reserve Account Credit Instrument" meallS any irrevocable standby or direct-pay letter of
credit or surety bond issued by a commercial bank or insurancc company and deposited with the Trustee,
provided that all ofthe following requirements are met: (a) the long-term credit rating of such bank or insurance
company at the time of issuancc of such letter of credit or surety bond is in one of the two highest rating
categories by S&P and Moody's; (b) such letter of credit or surety bond has a term of at least twelve (12)
months; (c) such letter of credit or surety bond has a stated alllount at least equal to the portion of the Reserve
Requirement with respect to which funds are proposed to be released; (d) the Trustee is authorized pursuant to
the tenns of such letter of credit or surety bond to draw thereunder an amount equal to any deficiencies which
may exist from time to time in the Interest Account, or the Principal Account for the purpose of making required
payments; and (e) written notice of the posting of such Qualified Reserve Account Credit Instrument is given to
the Rating Agencies.

See APPENDIX D - "SUMMARY OF TRUST INDENTURE" for a summary of the provisions of the
Indenture relating to the Reserve Account.

Agency Deposit Fund.

The Indenture establishes a special fund to be known as the "Agency Deposit Fund" (the "Agency
Deposit Fund"), which shall be held by the Trustee. The Trustee shall receive and deposit to the Agency
Deposit Fund on the Closing Date the Agency Deposit. The "Agency Deposit" means the amount of
$ deposited by the Agency, from moneys on hand with the Agency, into the Agency Deposit Fund.
Amounts on deposit in the Agency Deposit Fund are pledged to repayment of the Bonds, subject to release as set
forth below, and the Bonds are secured by said pledge of and first lien on the Agency Deposit and all of the
moneys on deposit in the Agency Deposit Fund.

Moneys on deposit in the Agency Deposit shall be used by the Trustee for transfer to the Interest
Account and Principal Account, in said order of priority, if on any Interest Payment Date or Principal Payment
Date, the amounts on deposit in said accounts are not sufficieut to make a payment then due on the Bonds;
provided that the amounts to be withdrawn from the Agency Deposit Fund for said purpose in any Bond Year
shall not exceed on any such payment date in said Bond Year the amounts set forth in the following table (each
an "Agency Deposit Fund Withdrawal"):

Agency Deposit Fund
Withdrawal

[TO COME]

If, following the end of allY Bond Year, any portion of the Agency Deposit Fund Withdrawal for said
Bond Year remains on deposit in the Agency Deposit Fund, the Trustee shall transfer said amount to the Agency
for use by the Agency for any lawful purpose under the Law. Moneys in the Agency Deposit Fund shall be
invested in Permitted Investments as directed by the Agency. All income received by the Trustee from the
investment of moneys in the Agency Deposit Fund shall be transferred and deposited as received by the Trustee
into the Special Fund.

TAX ALLOCATION FlL"IANCING AND LIMITATIONS ON RECEIPT OF TAX INCREMENT

Introduction

The Redevelopment Law and the California Constitution provide a method for financing alld
refinancing redevelopment projects based upon an allocation of taxes collected within a project area. First, the
assessed valuation of the taxable property in a project area last equalized prior to adoption of the related
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redevelopment plan is established and becomes the base roll. Thereafter, except for any period during which the
assessed valuation drops below the base year level, the taxing agencies on behalf of which taxes arc levied on
property within the project area will receive the taxes produced by the levy of the then current tax rate upon the
base roll. Except as discussed in the following paragraph, taxes collected upon any increase in the assessed
valuation of the taxable property in a project area over the levy upon the base roll may be pledged by a
redevelopment agency to the repayment of any indebtedness incurred in financing the redevelopmcnt project.
Redevelopment agencies themselves have no authority to levy taxes on property and must look specifically to
the allocation of taxes produced as above indicated.

The California Legislature placed on the ballot for the November 1988, general election Proposition No.
87 (Assembly Constitutional Amendment No. 56) pertaining to allocation of tax increment revenues. This
measure, which was approved by the electorate, authorized the Legislature to cause tax increment revenues
attributable to certain increases in tax rates occurring after January 1, 1989 to be allocated to the entities on
whose behalf such increased tax rates are levied rather than to the applicable redevelopment agency, as would
have been the case under prior law. The measure applies to tax rates levied to pay principal of and interest on
general obligation bonds approved by the voters on or after January I, 1989. Assembly Bill 89 (Statutes of
1989, Chapter 250), which implements this Constitutional Amendment, became effective on January 1, 1990.
The projection of Tax Increment Revenues to be allocated to the Agency assumes a I% property tax rate as set
forth in "APPENDIX A - FISCAL CONSULTANT REPORT."

Property Tax Limitations - Proposition 13

General. On June 6, 1978, California voters approved Proposition 13, which added Article XIIlA to the
California Constitution ("Article XlJIA"). Article XIIlA limits the amount of any ad valorem tax on real
property to I% of the full cash value thereof, except that additional ad valorem taxes may be levied to pay debt
service on indebtedness approved by the voters prior to October 1, 1978 and (as a result of an amendment to
Article XllIA approved by California voters on June 3, 1986) on bonded indebtedness for the acquisition or
improvement of real property which has been approved on or after October 1, 1978 by the voters voting on such
indebtedness. Article XlllA defines full cash value to mean "the county assessor's valuation of real property as
shown on the 1975/76 tax bill under 'full cash value,' or thereafter, the appraised value of real propelty when
purchased, newly constrneted, or a change in ownership has occurred after the 1975 assessment.'· This full cash
value may be increased from year to year by the lesser of the inflationary rate and two percent.

Article XlIIA also permits the reduction of the "full cash value" base in the event of declining property
values caused by reduction in the consumer price index, damage, destruction or other factors, to provide that
there would be no increase in the "full cash value" base in the event of reconstruction of property damaged or
destroyed in a disaster and in various other minor or technical ways.

The Agency has no power to levy and collect taxes. Any further reduction in the tax rate or the
implementation of any constitutional or legislative property tax de-emphasis will reduce Tax Revenues, and,
accordingly, would have an adverse impact on the ability of the Agency to pay debt service on the 2010 Bonds.

Implementing Legislation. Legislation has been enacted and amended a number of times since 1978 to
implement Article XIIIA. Under current law, local agencies are no longer pennitted to levy directly any
property tax (except to pay voter-approved indebtedness). The 1% property tax is automatically levied by the
county and distributed according to a fonnula among taxing agencies. The formula apportions the tax roughly
in proportion to the relative shares of taxes levied prior to 1978.

Increases of assessed valuation resulting from reappraisals of property due to new construction, change
in ownership or from the 2% annual adjustment are allocated among the various jurisdictions in the "taxing
area" based upon their respective "situs." Any such allocation made to a local agency continues as part of its
allocation in future years.

Begilming in the 1981/82 fiscal year, assessors in California no longer record property values on tax
rolls at the assessed value of 25% of market value, which was expressed as $4.00 per $100 of assessed value.
All taxable property is now shown at full market value on the tax rolls. Consequently, the tax rate is expressed
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as $1.00 per $100 of taxable value. All taxable property value iucluded in this Official Statement is shown at
100% of market value (unless noted differently) and all tax rates reflect the $1 per $100 of taxable value.

Appropriations Limitations - Gann Initiative

On November 6, 1979, California voters approved Proposition 4, the so-called Gann Initiative, whieh
added Article XIIIB to the California Constitution. The principal effect of Article XIIIB is to limit the annual
appropriations of the State and any city, county, school district, authority or other political subdivision of the
State to the level of appropriatious for the prior fiscal year, as adjusted for changes in the cost of living,
population and services rendered by the goverrunent entity.

Effective November 30, 1980, the California Legislature added Section 33678 to the Redevelopment
Law which provides that the alloeation of taxes to a redevelopment agency for the purpose of paying principal
of, or interest on, loans, advances, or indebtedness shall not be deemed the receipt by such agency of proceeds
of taxes levied by or on behalf of the agency within the meaning of Article XIIIB, nor shall such portion of taxes
be deemed receipt of taxes by, or an appropriation subject to the limitation of, any other public body within the
meaning or for the purpose of the Constitntion and laws of the State, including Section 33678 of the
Redevelopment Law.

Proposition 218

On November 5, 1996, California voters approved Proposition 218-Voter Approval for Local
Govemment Taxes-Limitation on Fees, Assessments, and Charges-Initiative Constitutional Amendment.
Proposition 218 added Articles XIIIC and XIIID to the Califomia Constitution, imposing certain vote
requirements and other limitations on the imposition of new or increased taxes, assessments and property-related
fees and charges. Tax Revenues securing the Series 2010 Bond." are derived from property taxes which are
outside the scope of taxes, assessments and property-related fees and charges which were limited by Proposition
218.

SB211

The Califomia Legislature enacted SB211, Chapter 741, Statutes 2001, effective January 1, 2002
("SB21 I"). S8211 provides, among other things, that at anytime after January I, 2002 the time limitation on
incuning indebtedness contained in a redevelopment plan adopted prior to January 1, 1994 may be deleted by
ordinance of the legislative body. However, such deletion will trigger statutory tax sharing with those taxing
entities that do not have tax sharing, or pass-through, agreements. Tax sharing will be calculated based on the
increase in assessed valuation after the year in which the limitation would otherwise have become effective.

SB211 also authorizes the amendment of a redevelopment plan adopted prior to January I, 1994, in
order to extend for not more than 10 years the effectiveness of the redevelopment plan and the time to receive
tax increment revenues and to pay indebtedness. Any such extension must meet celiain specified requirements,
including the requirement that the redevelopment agency establish the existence of both physical and economic
blight within a specified geographical area of the redevelopment project and that any additional tax increment
revenues received by the rcdevelopment agency because of the extension be used solely within the designated
blighted area. SB2l1 authorizes any affected taxing entity, the State Department of Finance, or the State
Depmiment of Housing and Community Development to request the Attomey General to pmiicipate in the
proceedings to effect such extensions. It also would authorize the Attomey General to bring a civil action to
challenge the validity of the proposed extensions.

SB211 also prescribes additional requirements that a redevelopment agency would have to meet upon
extending the time limit on the effectiveness of a redevelopment plan, including requiring an increased
percentage of new and substantially rehabilitated dwelling units to be available at affordable housing eost to
persons and families of low Or moderate income prior to the terruination of the effectiveness of the plan.

The City has not adopted any ordinanees pursuant to SB211 eliminating the time limit on incuning
indebtedness from the Redevelopment Plans.
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AB 1389 Payments

On September 24, 2008, the State enacted a budget for Fiscal Year 2008-09 that includes, among other
things, the provisions of a bill known as AB 1389. AB 1389 rcquires redevelopment agencies, under certain
circumstances, to submit reports to the office of the county auditor in the county in which they are located.
These reports are required to include calculations of the tax increment revenues that redevelopment agencies
have received and payments that redevelopment agencies have made pursuant to pass-through agreements with
taxing entities and statutory pass-through requirements. County auditors are required to review the reports and,
if they concur, issue a finding of concurrence. The State Controller is required to review such reports and
submit a report to the Legislative Analyst's office and the Department of Finance identifying redevelopment
agencies for which county auditors had not issued a finding of concurrence or are otherwise not in compliance
with provisions of AB 1389. AB 1389 includes penalties for any redevelopment agency listed on the most
recent State Controller's report, including a prohibition on issuing bonds or other obligations until the listed
agency is removed from the State Controller's report.

The Agency filed the required reports with the County Auditor-Controller, and the Agency received
notification trom the Auditor-Controller at the County to the effect that it concurs with the infOlmation
contained in the Agency's calculation. The 2008 Report of the State Controller concurred with the Agency's
report. As of May 2010, the State Controller's office has not issued the 2009 report.

Section 33607.5 Pass-Through Payments

Prior to the adoption of AB 1290, the Redevelopment Law authorized a redevelopment agency to enter
into "pass-through" or "tax-sharing" agreements with taxing entities affected by the adoption of a
redevelopment plan. AB 1290 repealed the provisions of the Redevelopment Law which authorized pass
through agreements, and replaced it with a system of statutOlily mandated pass-throughs (the "Section 33607.5
Payments").

California Health and Safety Code Section 33607.5 and Section 33607.7 were added to the
Redevelopment Law by AB 1290. Section 33607.7 has been further amended by SB 211, Chapter 741,
Statutes 2001 ("SB 211"). Together, they require that taxing entities receive an additional portion of tax
increment revenues otherwise payable to the redevelopment agency, if such taxing entities were affected by
(i) the adoption after January I, 1994, of a new redevelopment plan for a project area or an amendment to an
existing redevelopment plan that added territory to a project area or (ii) the adoption after January I, 1994 of an
amendment (to a redevelopment plan that was adopted before January I, 1994) whieh extends the time limit on
incurring debt with respect to the project area, extends the time limit for the duration and effectiveness of the
redevelopment plan, andior increases the dollar cap on the amount of tax increment revenues allocable to the
redevelopment agency for the project area (see "THE REDEVELOPMENT PROJECT AREAS 
Redevelopment Plan Limitations").

All such pass-tln'ough payments are subordinate to the pledge of Tax Revenucs to pay debt service on
the 2010 Bonds.

Unitary Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with the fiscal year 1988/89,
assessed value derived from State-assessed unitary property (consisting mostly of operational property owned
by utility companies and herein defined as "Unitary Property") is to be allocated county-wide as follows: (i)
each tax rate area will receive the same amount from each assessed utility received in the previous fiscal year
unless the applicable county-wide values are insufficient to do so, in which case values will be allocated to each
tax rate area on a pro-rata basis; and (ii) if values to be allocated are greater than in the previous fiscal year, each
tax rate area will receive a pro-rata share of the increase from each assessed utility according to a specified
fonnula. Additionally, the lien date on State-assessed property has becn changed to January 1. Railroad
propcliy will continue to be assessed and revenues allocated to all tax rate areas where the railroad propcliy is
sited.
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Special Subventions

Annual subventions from the State, commonly refelTed to as Special Subventions, have been a source of
revenues for redevelopment projects of many redevelopment agencies. However, to qualify for these Special
Subventions the project area must have been in existence prior to the 1980/81 fiscal year. The Project Areas
have all been formed after the 1980/81 fiscal year and have therefore never received Special Subventions from
the State.

Property Tax Collection Procedures

Classifications. In Califomia, property which is subject to ad valorem t,,"xes is classified as "secured" or
"unsecured." Secnred and unsecured property are entered on separate parts ofthe assessment roll maintained by
the county assessor. The secured classification includes property on which any property tax levied by the
County becomes a lien on that property sufficient, in the opinion of the connty assessor, to secure payment of
the taxes. Every tax which becomes a lien on secured property has priority over all other liens on the secured
property, regardless of the time of the creation of other liens. A tax levied on unsecured property does not
become a lien against the taxes on unsecured property, but may become a lien on certain other property owned
by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecured property taxes in the
absence of timely payment by the taxpayer: (l) a civil action against the taxpayer; (2) filing a certificate in the
office of the county clerk specifying celtain facts in order to obtain a jndgment lien on certain property of the
taxpayer; (3) filing a certificate of delinquency for record in the county recorder's office, in order to obtain a lien
on certain property of the taxpayer; and (4) seizure and sale of the personal property, improvements or
possessory interests belonging or assessed to the assessee. The exclusive means of enforcing the payment of
delinquent taxes with respect to property on the secured roll is the sale of property securing the taxes to the State
for the amount of taxes which are delinquent. A 10% penalty is added to delinquent taxes which have been
levied with respect to prope11y on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is declared in default on or about June 30 of the fiscal year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty of 1.5% per
month to the time of redemption and a $15 Redemption Fce. If taxes are unpaid for a period of five years or
more, the property is recorded in a "Power to Sell" status and is subject to sale by the county tax collector. A
10% penalty also applies to the delinquent taxes on property on the unsecured roll, and further, an additional
penalty of 1-112% per month accrues with respect to such taxes beginning the first day of the third month
following the delinquency date.

The valuation of property is detennined as of Jannary I each year and equal installments of taxes levied
upon secured property became delinquent on the following December 10 and April \0. Taxes on unsecured
property are due January 1. Unsecured taxes cnrolled by July 31, if unpaid, are delinquent August 31 at 5:00
p.m. and are subject to penalty; unsecured taxes added to roll after July 31, if unpaid, are delinquent on the last
day of the month succeeding the month of enrollment.

Supplcmcntal Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 498), provides
for the supplemental assessment and taxation of property as of the OCCUlTence of a change in ownership or
completion of new construction. Previously, statutes cnabled the assessment of such changes only as of the next
tax lien date following the change and thus delayed the realization of increased property taxes from the new
assessments for up to 14 months. As enacted, Chapter 498 provided increased revenue to redevelopment
agencies to the extent that supplemental assessments as a result of new construction or changes of ownership
occur within the boundaries of redevelopment projects subsequent to the tax lien date. To the extent such
supplemental assessments occur within the Project Area, Tax Revenues may increase.

Property Tax Administrative Costs. In 1990, the Legislature enacted SB 2557 (Chapter 466, Statutes of
1990) which allows counties to charge for the cost of assessing, collecting and allocating property tax revenues
to local govemment jurisdictions on a prorated basis. It has been the practice of most Califomia counties,
including San Diego County, to reduce an agency's tax increments or bill an agency for their pro rata share of
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property tax administration costs. The amount anticipated to be charged by the County from fiscal year 2009110
Tax Increment Revenues for the Project Areas for this purpose are approximately $451,100, which is allocated
among City Heights $127,302, Crossroads $38,357, Naval Training Center $53,849, North Bay $95,812, North
Park $78,147, and San Ysidro $57,633.

Certification of Agency Indebtedness

Section 33675 of the Redevelopment Law provides for the filing by redevelopment agencies not later
than the first day of October of each year with the county auditor of a statement of indebtedness certified by the
chief fiscal officer of the agency for each redevelopment project which receives tax increment. The statement of
indebtedness is required to contain the date on which any bonds were delivered, the principal amount, tenn,
purpose, interest rate and total interest payable on such bonds, the plincipal and interest due in the fiscal year on
such bonds and the outstanding balance and amount due on such bonds. Similar infOlmation must be given for
each loan, advance or indebtedness that the agency has incurred or entered into to be payable from tax
increment.

Section 33675 also provides that the county auditor is limited in payment of tax increment to the agency
to the amounts shown on the agency's statement of indebtcdness less the "available revenues" as of the end of
the previous fiscal year. The section fmther provides that the statement of indebtedness is prima facie evidence
of the indebtedness of the agency, but that the county auditor may dispute the amount of indebtedness shown on
the statement in certain cases. Provision is made for time limits under which the dispute can be made by the
county auditor as well as provisions for detelmination by the Superior Court in a declaratory relief action of the
proper disposition of the matter. The issue in any such action shall involve only the amount ofthe indebtedness
and not the validity of any contract or debt instrument, or any expenditures pursuant thereto. An exception is
made for payments to a public agency in COlllicction with payments by such public agency pursuant to a bond
issue which shall not be disputed in any action nnder the section. The 2010 Bonds should be entitled to the
protection of that portion of the statute so that they cannot be disputed by the county auditor.

Future Initiatives

Proposition 13, Proposition 4 (Gann Initiative) and cCltain other propositions affecting property tax
levies were each adopted as measures which qualified for the ballot pursuant to California's initiative process.
From time to time other initiative measures could be adopted, further affeeting Agency revenues or the
Agency's ability to expend revenues.

THE REDEVELOPMENT AGENCY Of' THE CITY OF SAN DIEGO

General

The Redevelopment Agency of the City of San Diego was created by the City Council in 1958 to
alleviate conditions of urban blight in designated areas of the City. The Agency's scope and authority stem from
the State of California's Health and Safety Code (Section 33000 et seq.), also known as the Califomia
Community Redevelopment Law. The law outlines procedures to detemline what development, reconstruction,
and rehabilitation are needed and desirable. It also defines the financial tools, legal authority, and citizen
participation necessary to successfully implement adopted redevelopment plans. The law is designed to promote
an improved and safer neighborhood environment and a restoration of community pride.

Redevelopment activities in the Redevelopment Agency's 17 Project Areas are carried out by the City's
Redevelopment Division and two non-profit public corporations: Centre City Development Corporation and
Southeastem Economic Development Corporation. These Project Areas, located in various parts of the City,
encompass more than 10,233 acres. Several major projects and programs in these areas are catalysts for further
development.

The Redevelopment Division of the City of San Diego's City Planning and Community Investment
Department administers an affordable honsing program and I I of the Redevelopment Agency's 17 Project
Areas, encompassing approximately 7,633 acres:
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• Barrio Logan
• City Heights

• College Community
• College Grove
• Crossroads
• Grantville
• Linda Vista

• Naval Training Center
• North Bay
• North Park
• San Ysidro

The Centre City Development Corporation (CCDC) was established in 1975 by the City Council to
carry out redevelopment activities in Downtown San Diego. CCDC has a seven-member board of directors and
a staff to implement programs in its Project Areas comprising approximately 1,450 acres. CCDC administers
two redevelopment Project Areas:

• Centre City (Core/Columbia, Cortez, East Village, Gaslamp Quarter, Little Italy, Marina)
• Horton Plaza

The Southeastern Economic Development Corporation (SEDC) was established by the City Council in
1981 to carry out redevelopment in southeastern San Diego. SEDC has a nine-member board of directors and a
staff to implement programs in its Project Areas that comprise approximately 1,150 acres. SEDC administers
four redevelopment Project Areas and one Study Area:

• Central Imperial
• Gateway Center West
• Mount Hope
• Southcrest
• Dells Imperial Study Area

Agency Administration

Thc Redevelopment Agency is a separate legal entity, with the City Council serving as its Board. The
City Council President chairs the Board, the Mayor is the Executive Director, and the City Attorney serves as
General Counse1. The Redevelopment Division of the City Planning & Community Investment Department
serves as staff to the Agency per an operating agreement by and between the City and Agency.

BOARD OF DIRECTORS

Member
Ben Hneso, District 8
Kevin Faulconer, District 2
Sherri Lightner, District 1
Todd Gloria, District 3
Tony Young, District 4
Carl DeMaio, District 5
DOlma Frye, District 6
Marti Emerald, District 7

Position
Chairperson

Chair Pro Tem
Board Member
Board Member
Board Member
Board Member
Board Member
Board Member
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December 2012
December 2012
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December 2010
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Jerry Sanders, Executive Director
Jan Goldsmith, Agency Counsel
William Anderson, Assistant Executive Director
Janice L. Weimick, Deputy Executive Director
Gail R. Granewich, Treasurer
Elizabeth Maland, Secretmy
Mary Lewis, ChiefFinancial Officer, City ofSan Diego

Redevelopment Division staff coordinates Agency-wide budget and reporting activities, prepares the
Redevelopment Agency Board Docket, maintains the Agency's official records, and administers eight Project
Area Committees that advise the Agency on the adoption and implementation of redevelopment plans,
programs, and projects.

Redevelopment Division staff also coordinates with CCDC and SEDC, conceming items of Agency
wide bearing or items requiring Agency Board action. However, day-to-day administration of these corporations
and their assigned Project Areas and associated projects and programs is handled by their respective corporate
staff, management team, and board per separate operating agreements by and between the Agency and the
corporations.

The Redevelopment Agency's 17 redevelopment Project Areas and one Study Area encompass more
than 10,233 acres.

Statement of Indebtedness

Under the Redevelopment Law, the Agency must file with the County Auditor a statemcnt of
indebtedness for each Project Area by October I of each year. As described below, the statement of
indebtedness eontrols the amount of tax increment revenue that will be paid to the Agency in each fiscal year.

Eaeh statement of indebtedness is filed on a form prescribed by the State Controller and specifies,
among other things: (i) the total amount of principal and interest payable on all loans, advances or indebtedness
(including the Bonds and other Agency debt the "Deb!"), both over the life of the Debt and for the current fiscal
year, and (ii) the amount of "available revenue" as of the end of the previous fiscal year.

"Available Revenue" is calculated by subtracting the total payments on Debt during the previous fiscal
year limn the total revenues (bolh tax increment revenues and other revenues) received during the previous
fiscal year, plus any carry-forward from the prior fiscal year. Available Revenue includes amounts held by the
Agency and irrevocably pledged to the payment of Debt other than amounts set aside for low- and moderate
income housing.

The County Auditor may only pay tax increment revenue to the Agency in any fiscal year to the extent
that the total remaiuing principal and interest on all Debt exceeds the amount of available revenues as shown on
the statement of indebtedness.

The statement of indebtedness constitutes prima facie evidence of the indebtedness of the Agency;
however, the County Anditor may dispute the statemenl of indebtedness in certain cases. Section 33675 of the
Redevelopment Law provides for certain time limits controlling any dispute of the state of indebtedness, and
allows for Superior Court detelmination of such dispute if it cannot be resolved by the Agency and the County.
Any such action may only challenge the amount of the Debt as shown on the statement, aud not the validity of
any debt or its related contract or expenditures. No challenge can be made to payments to a trustee in
c01111ection with a bond issue or payments to a public agency in c01111ection with payments by that public agency
with respect to a lease or bond issue.

The Agency's October 1,2009 Statement ofIndebtedness included outstanding obligations sufficient to
collect all of the tax increment currently generated in the Redevelopment Project Areas for fiscal year 2009-10.
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The Agency expects that its future Statements of Indebtedness will also include outstanding obligations
sufficient to collect all of the tax increment generated in the Redevelopment Project Areas during the applicable
fiscal year.

THE REDEVELOPMENT PROJECT AREAS

Redevelopment Projects

The 2010 Bonds are secured by housing tax-increment to be received from six distinct redevelopment
projects of the Agency. The redevelopment projects are:

• City Heights
• Crossroads
• Naval Training Center
• North Bay
• North Park
• San Ysidro

City Heights. City Heights Redevelopment Project was formed in May 1992 and consists of 1,984
acres. The assessed value in fiscal year 2009-2010 is $2,171,479,315, with an incremental value over base year
of $1,165,593,710. Total tax increment receipts in fiscal year 2008-2009 were $13,844,720.

Crossroads. Crossroads Redevelopment Project was formed in May 2003 and consists of 1,032 acres.
The assessed value in fiscal year 2009-2010 is $870,191,482, with an incremental value over base year of
$351,364,009. Total tax increment receipts in fiscal year 2008-2009 were $4,266,11 L

Naval Traillillg Cellter. Naval Training Center Redevelopment Project consists of 504 acres and was
formed in March 1997. The assessed value in fiscal year 2009-2010 is $493,387,145, which is also the
incremental value over base year. Total tax increment receipts for fiscal year 2008-2009 were $4,870,638.

North Bay. North Bay Redevelopment Project consists of 1,360 acres and was fonned in May 1998.
The assessed value in fiscal year 2009-20 lOis $] ,558,566,7] I, with an incremental value over base year of
$877,859,019. Total tax increment receipts for fiscal year 2008-2009 were $8,811,50 L

North Park. North Park Redevelopment Project consists of 555 acres and was formed in March 1997.
The assesscd value in fiscal year 2009-2010 is $1,139,484,797, with an assessed value over base year of
$715,933,767. Total tax increment rcceipts for fiscal year 2008-2009 were $7,671,766.

Sail Ysidro. San Ysidro Redevelopment Project consists of 766 acres and was formed in April 1996.
The assessed value in fiscal year 2009-2010 was $728,794,901, with an incremental assessed value over base
year 01'$528,157,942. Total tax increment receipts for fiscal years 2008-2009 were $6,780,684.

For specific information about each Redevelopment Project Area and its redevelopment plan, see Table
2 and the following sections that describe each Redevelopment Project Area.

Redevelopment Plan Limitations

Under the Redevelopment Law, a city or county that activates its redevelopment agency is required to
adopt, by ordinance, a redevelopment plan for each redevelopment project to be undertaken by the
redevelopment agency. A redevelopment agency may only undertake those activities within a redevelopment
project specifically authorized in the adopted redevelopment plan. A redevelopment plan is a legal document,
the content of which is largely prescribed in the Redevelopment Law, rather than a "plan" in the customary
seuse of the word.

AB 1290. In 1993, the California Legislature made significant changes in the Redevelopment Law by
the adoption of AB 1290, Chapter 942, statutes of 1993 ("AB 1290"). Among the changes to the
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Redevelopment Law accomplished by the enactment of AB 1290 was a provision which limits the period of
time for incurring and repaying loans, advanced and indebtedness which are payable from tax increment
revenues. AB 1290 further required that any redevelopment plan that either did not contain the appropliate
limitation or that contained limitations longer than permitted by AB 1290 must be amended by the applicable
legislative body.

SB 211. The California Legislature enacted SB 211, Chapter 741, Statutes 2001, effective January 1,
2002 ("SB 211 "). SB 211 provides, among other things, that the limitation on incurring indebtedness contained
in a redevelopment plan adopted prior to January 1, 1994, may be deleted by ordinance of the legislative body.
For a complete discussion of SB 211, see "TAX ALLOCATION FINANCING AND LIMITATIONS ON
RECEIPT OF TAX INCREMENT - SB 211."

SB 1045. The California Legislature enacted Senate Bill 1045, Chapter 260, Statutes 2003, effective
September 1, 2003 ("SB 1045"). SB 1045 provides, among other things, that the Redevelopment Plans for the
Redevelopment Project Areas may be amended to add one year to the effectiveness of the Redevelopment Plans
and one year to the period for collection of tax increment revenues and the repayment of debt.

Pursuant to the authorization contained in SB 1045, on July 18, 2006 the City Council adopted the
following ordinances with respect to each of their Redevelopment Project Areas, extending by one year the date
of effectiveness of the Redevelopment Plans and the time allowed to pay indebtedness or receive propel1y taxes.
Table 2 takes into account the effect of these ordinances.

SB 1096. The Legislature adopted Senate Bill 1096, Chapter 211, Statutes of 2004, ("SB 1096"),
authorizing extension of the effectiveness of redevelopment plans for an additional two years for those
redevelopment plans with 20 years or less remaining. None of the six Redevelopment Plans have 20 years or
less remaining.

Summary of Redevelopmeut Piau Limits. For specific information about each Redevelopment
Project Area and applicable redevelopment plan limitations, see Table 2 and the following sections that describe
each Redevelopment Project Area.

TABLE 2
REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

Summary of Redevelopmeut Pro.iect Areas

Last Date to Tax Bonded
Date of Last Date to Termination of Receive Increment Debt

Project Area Ord# Adoption Incur Debt Plan Activities Increment Limit Limit
City Heights 17768 511 t/l992 5/11/2012 5/11/2032 5/11/2042 $7[3 $160

1st Amendment 18t20 1\/28/1994
2nd Amendment 1829t 4/16/1996
3rd Amendment t8881 t t114/2000
4th Amendment 19510 7!t 8/2006 5/11/2033 5/11/2043

Crossroads 19174 5/6/2003 5/6/2023 5/6/2033 5/6/2048 $100
Naval Training Center 18405 5/1311997 5112/2024 5/\3/2034 5/\3/2049 $2t5 $ 56

Ist Amendment 19513 7!t8/2006 5/13/2035 5/\3/2050
North Bay 18516 5118/1998 5/18/2018 5119/2028 5118/2043 $ 93

1st Amendment 911/1998
2nd Amendment 19641 6/27/2007 5/19/2029 5/18/2044

North Park t8386 3/4/1997 3/4/20t 7 3/4/2027 3/4/2042 $ 53
1st Amendment t9515 7!t 8/2006 3/4/2028 3/4/2043

San Ysidro 18295 4/16/\996 4/16/2016 4/16/2026 4/16/2041 $75
1st Amendment t9516 7/\ 8/2006 4/\6/2027 4/\6/2042

Provisious Relating to Cumulative Tax Increment Limits. To address the potential risk to the
Agency's ability to pay debt service on the 2010 Bonds associated with the cumulative tax increment applicable
to some of the applicable Redevelopment Project Areas, the Agency has covenanted in the Indenture to annually
review the total amount of Tax Revenues remaining available to be received by the Agency under the
cumulative tax increment limit in those Redevelopment Project Areas with such a limit.

25



Bonded Debt Limit. The Agency has allocated the principal amount of the 2010 Bonds to the various
Redevelopment Projects for purposes of complying with the limitations on outstanding bonded indebtedness
contained in the Redevelopment Plans. The Agency's allocation does not limit the pledge or the availability of
Tax Revenues from one Redevelopment Project Area to pay debt service on the 2010 Bonds.

Redevelopment Project Area
City Heights
Crossroads
Naval Training Center
North Bay
North Park
San Ysidro

Principal Amount of 2010 Bonds

(nBG Related Agency Debt to the City. In 2008, the Office of Inspector General (OlG) of the U.S.
Department of ]-Iousing and Urban Development (HUD) audited the City's Community Development Block
Grant (CDBG) program aud issued an audit report to HUD which recommended that the City initiate repayment
plans for CDBG loans to the Agency. City and Agency staff worked with HUD representatives over the past
year to develop a plan to address the OIG's findings and have agreed upon a 10 year schedule of repayment to
the San Diego CDBG Program. A February 2010 report to the Redevelopment Agency Board and the City
Council recommended that staff be directed to prepare a CDBG Loan Repayment Agreement between the
Agency and the City for future Board and City Council consideration. It was also recommended that the terms
of the proposed Repayment Agreement include provisions, among others: 1) that all repayments made by the
Agency pursuant to the Repayment Agreement and all obligations and any indebtedness of the Agency to the
City created by the Repayment Agreement shall be subordinate to any pledge of tax increment to bond holders
of any tax allocation bonds which have been or may be issued by the Agency; and 2) that repayments by the
Agency may be made using tax increment funds, land proceeds, or other revenues of the Agency. On .rune 21,
2010 the Agency Board and City Couucil approved the CDBG Loan Repayment Agreement with the
recommended provisions.

The City Heights Redevelopment Project's share of CDBG related debt to the City as of June 30, 2009
is $4.57 million ($2.14 million principal and $2.43 million interest).

The Crossroads Redevelopment Project's share of CDBG related debt to the City as of June 30. 2009 is
$846,605 ($578,294 principal and $268,311 interest).

The Naval Training Center Redevelopment Project's share of CDBG related debt to the City as of June
30,2009 is $316,253 ($149,000 principal and $167,253 interest).

The N0l1h Bay Redevelopment Project's has no CDBG related debt to the City as of June 30, 2009.

The North Park Redevelopment Project's share of CDBG related debt to the City as of June 30, 2009 is
$2.83 million ($1.54 million principal and $1.29 million interest).

The San Ysidro Redevelopment Project's share of CDBG related debt to the City as of June 30, 2009 is
$1.70 million ($737,000 principal and $959,840 interest).

Non-CDBG Related Agency Debt to the City. The Agency also has $40 million in non-CDBG related
debt to the City equal to approximatcly $20 million of principal and $20 million acclUed interest as of .rune 30,
2009. This debt is subordinate to bonded debt of the Agency.

The City Heights Redevelopment Project's share ofnon-CDBG related debt is $6,916,535 ($6,424,040
principal and $4,924,915 interest).

The Crossroads Redevelopment Project's share of non-CDBG related debt is $340,248 ($215,000
principal and $125,248 interest).

26



The Naval Training Center Redevelopment Project's share ofnon-CDBG related debt is $2.15 million
($1,340,990 principal and $804,739 interest).

The North Bay Redevelopment Project's share ofnon-CDBG related debt is $2.41 million ($1,735,391
principal and $676,803 interest).

The North Park Redevelopment Project's share of non-CDBG related debt IS $162,353 ($148,607
principal and $13,746 interest).

The San Ysidro Redevelopment Project's share of non-CDBG related debt is $5,909 ($2,446 principal
and $3,463 interest).

Property Assessment Appeals in the Redevelopment Projeet Areas and Other Rednctions to Value

When an appeal is filed in San Diego County, the Connty has two years from the date of filing to rule on
appeal requests. If the County reduces the assessed value of any parcel, there can be no assurance that the
reduction will be by the amount estimated by the Fiscal Consultant.

Appeals have routinely been filed by a number of major taxpayers in the Redevelopment Project Areas
on a regular basis. Reductions of 20 to 35% of contested value have occurred from time to time, in part from
appeals and in part, at least with major industlial uses, from the removal and/or depreciation of fixtures,
equipment and personal property. More commonly, however, overall reductions reported by the County from
all appeals tiled in a given year have ranged from 5 to 20% of the total appeal value.

Valuation reductions resulting from the resolution of appeals are assumed by the Fiscal Consultant to
occur in fiscal year 2009-10 and thereafter. The exceptions to this assumption are cases where the 2007-08
value assigned by the Assessor is already lower than the value being appealed, or where appeals are outstanding
on the same property over a number of years: only one assessed value reduction can occur regardless of the
number of years being appealed. The resolution of the outstanding appeals is assumed to result in a reduction
equal to 20% of the total contested value in the City Heights Redevelopment Project, 20% of the total contested
value in the Crossroads Project, 8% for residential and 40% non-residential property of total contested value of
Naval Training Center Redevelopment Project, 10% of total contested value of North Bay Redevelopment
Project, 14% of total contested value of North Park Redevelopment Project, and 8% of total contested value of
San Ysidro Redevelopment Project. Refunds related to the resolution of these appeals have not been
incorporated into the Fiscal Consultant's revenue projects because the County's practice for the allocation of
those refunds holds redevelopment agencies harmless.

The State Board of Equalization has notified assessors that the Califomia Consumer Price Index to be
applied to the fiscal year 2010-1 I assessment roll is 0.99736, representing a decrease of 0.237%.

The chart below summarizes the overall reduction in assessed values and its impact on incremental
value.

2009-10 AY. Reduction
2009-10 Incremental Value Reduction

Est. 2010-11 AV. Reduction
Est. 2010-11 Incremental Value Reduction

Est. 2011-12 AV. Reduction
Est. 2011-12 Incremental Value Reduction

City Heights
-10%
-17%

-8%
~15%

-3%
-6%

Crossroads
-8%

-18%

-6%
-16%

-4%
-13%

Naval Training
Center

9%
9%

-2%
-2%

-1%
-1%

North Bav
2%
3%

-1%
-2%>

-1%
-2%

North Park
~3%

-4%

-2%
-4%

San Ysidro
-6%
-8%

-9%
-10%

-4%
-5%

-------- ~-c;-;c--
Source: Fiscal Consultant's Report, Appendix A

For a discussion of assessment appeals, see "BONDOWNER'S RISKS - Reduction to Assessed
Values". For specific information abont pending and settled appeals in the Redevelopment Project Areas, see
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the sections entitled "Assessment Appeals" in the six sections describing the Redevelopment Project Areas and
"APPENDIX A FISCAL CONSULTANT REPORT - Assessment Appeals".

Tax Rates

The fiscal year 2009-2010 tax rate within the Redevelopment Project Areas is 1.00930%, which is the
result of a 1% general tax levy and a 0.00430% Metropolitan Water District tax levy and a City of San Diego
Zoological Exhibit Levy of 1.0050%. The tax rate does not include taxes levied with respect to school districts
or other jurisdictions which received voter approval for general obligation debt after 1988.

For purposes of projecting Tax Revenues, the Fiscal Consultant assumed a tax rate of 1.00%.

CERTAIN AGGREGATE DATA RELATING
TO THE REDEVELOPMENT PROJECT AREAS

General

The City and the Agency have made findings that the Housing Projects financed with proceeds of the
2010 Bonds, although they may be located outside of the Redevelopment Project Areas, will benefit all six
Redevelopment Project Areas; as a result, Tax Revenues includes Housing Set-Aside generated in each
Redevelopment Project Area without consideration of in which Redevelopment Project Area the Housing
Projects are actually built. All of the Tax Revenues received in any fiscal year from each of the six
Redevelopment Project Areas will be deposited in the Special Fund of the Agency and used as set forth in the
Indenture.
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Land Use in the Redevelopment Project Areas

A summary of land use in the Redevelopment Project Areas on an aggregate basis is shown in the
following table:

TABLE 3
AGGREGATE REDEVELOPMENT PROJECT AREAS

Land Use by Assessed Value
Fiscal Year 2009-10

2009-10 Secured % of Total
Land Usc No of Parcels(1) Assessed Value(2) Assessed Value

Residential Property
Vacant Residential 367 $ 32,264,829 0.48%
Single-Family Residential 5,694 1.108,213,738 16.60%
Multi~Fami]y Residential 7,068 2,299,524,165 34.44%
Condominium 2.273 388,090,595 5.81%
Mobilehome 2 652,000 OJJ! %
Manufactured Home 1 180,929 0.00%
Miscellaneous ---11) 2,3 14,844 0.03°1()

Subtotal 15.425 $3,831,241,100 57.38~()

Commercial Property
Office Space 1502 $I ,1J81J, I68,683 16.18%
Retail 311 748,905,550 11.22%1
Vacant Land 236 62,01J9,234 0.93%
Other Uses -±l2 569.299,538 8.53%

Subtotal 2.468 $2,461J,383,01J5 36.85%

Industrial Property 384 325,11J2.491 4.87%
Farm/Rural Land 1 23,841J 0.00%
Institutional Property 118 33.397,565 0.50%1
Recreational Property 14 19,693,118 O.29~·~)

Miscellaneous Usc -----l2 7.453231J 0.1 J 1)/(1

Total J8.439 $6,677,294,349 IOO.OO%.l

12)

Source: Fiscal Consultant's Report, Appendix A,
(1) Includes parcels with a net assessed value equal to $0.

201J9-11J Assessor's RoiL
Based on final FY 2009-2010 Assessor's RolL

Excludes parcels owned by public agencies based on final FY
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Historic Taxable Values

The table below shows a six-year history in the Redevelopment Project Areas on an aggregate basis.

TABU: 4
AGGREGATE RlWEVELOPMENT PROJECT AREAS

Historic Taxable Values

2004 2005 2006 2007 2008 2009
2005 2006 2007 2008 2009 2010

City Heights
Incremental Value $687,477,067 $933,370,642 $1,166,783,752 $1,341,254,458 $1,409,800,831 $1,165,593,710
Percentage Change in Incremental Value 43.10°/11 35.77%\ 25.01% 14.95% 5.11 % -17.32%1

Crossroads
Incremental Value 99,806,660 210,077,019 314,265,496 392,743,522 427,310,853 351,364,009
Percentage Change in Incremental Value NA 110.48% 49.60% 24.97% 8.80% -17.77%

Naval Training Center
Incremental Value 196,893,179 338,060,935 388.276,829 385,194,706 452,973,530 493,387,145
Percentage Change in Incremental Value 95.24(;'0 71.7(Yi() 14.85% -0.79% 17.60% 8.92%

North Bay
Incremental Value 339,944,920 418,984,525 587.618,343 773,466,820 852,384,535 877,859,019
Percentage Change in Incremental Value 18.99% 23.2Yi() 40.25% 31.63%) 10.20% 2.99%,

North Park
Incremental Value 288,218,469 408,468.058 532,591,557 708,420,158 745,178,791 715,933,767
Percentage Change in Incremental Value 35.17%) 41.721}() 30.39% 33.01% 5.19% -3.92%

San Ysidro
Incremental Vatue 175,324,288 256,712,035 351,789,259 380,702,897 576,001,384 528,157,942
Percentage Change in Incremental Value 20.33%1 46.42% 37.04%, _____8.22%1 51.30% -8.31%

Grand Total
Incremental Value $1,787,664,583 $2.565,673,214 $3,341,325,236 $3,981,782,561 $4,463,649,924 $4,132,295,592
Percentage Change in Incremental Value 45.83% 43.52'}~, 30.23%, 19.17% 12.10% -7.42'"'10

-_..- ._----

Source: Fiscal Coosultant's Rep0l1, Appendix A.
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Largest Taxpayers

The following table summarizes the top ten taxpayers by assessed value based upon the fiscal year 2009-10
assessed value of the property owned in the aggregate of the redevelopment Project Areas.

TABLES
AGGREGATE REDEVELOPMENT PROJECT AREAS

Top Ten Taxpayers
Fiscal Year 2009-10

Chelsea San Diego Finance LLC(.'j(~)

Libelty Station HHG Hotel LP/City
of San Diego Redevelopment Agency{5}(6 i

Morena Vista LLC
Lakha Propeliies San Diego LLC
MB Hotel Ventures LLC
FS San Ysidro LLC(7)
HG Real Estate Partl1crs LP
Newport Taft InC/Mansour Brotl1L'rs Inc.
Metropolitan Life Insurance Co
P S Ivanhoe LLC
Grand Total

Percent of Percent of
No. of Secured Total Net Secured Total Increm('ntal

Project Area Land Use Parcels(l) Assessed Valuel!} Net Value Value(21

San Ysidro Retail 9 8288.868.848 4.33% 6,99%

Naval Training Center Hotel/Motel 2 68,725,793 1.03% 1.66%
North Bay Store Building I 59,469,794 O.89(~Q 1.44%
Crossroads Retail/Vacant Commercial II 43,496.529 0.65% 1.05%
North Bay Hotel/Motel/Restaurant 7 36.840,993 0.55% 0,89%
San Ysidro Retail 5 34,834,740 0.52% 0.84%
Crossroads Multi-Family Residential 2 29,710.595 0.44% 0.721l/0
NOith Bay Hotel/Motel I 23.691,467 0.35% 0.57%
North Bay Garage/Parking Lot/Used Car Lot 13 23.565.060 0.35% 057%
North Bav Store Builqj.!!£..-..,_. ~ 21.828.000 Q33% 0.53%

52 $631,031,819 9.45% 15.27%

(71

Source: Fiscal Consultant's Report, Appendix A,
(11 Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies basc'd on final FY 2009-J 0 Assessor's Roll.
(2) Based on final FY 2009-2010 Assessor's Roll.
(31 Includes parcels that are leased to other entities based on the FY 2009-2010 Assessor's RolL
(4) Chelsea San Diego Finance LLC contested the value of two parcels in FY 2008-2009 which resulted in a rL'duction in value of $12.205.000 after the FY 2009

20 I0 Assessor's Roll was finalized. In addition, Chelsea San Diego Finance LLC filed an additional appeal to further reduce the value of one of the two parcels
mentioned above. DTA has assumed the appeal is resolved in favor of the applicant with a reduction of $12,703,488, which L'quals 92% of the contested value.
Based on ownership infonnation in the FY 2009-20 I0 Assessor's Roll. parcels are leased from the City of San Diego Redevelopment Agency.
Libcny Station HHG Hmel LP contests that thc value of one of its two parcels should be reduced from the original value of $40,258,287 to 5; i8.00(LOOO. nle
appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolvL'd in fllvOl" of the applicant at a rate of92~~o of the contested value.
FS San Ysidro LLC contests that the value of its 5 parcels should be reduct"d by $4324,822. The appeal has nOl yet been resolved by the County. but DTA has
assumed the appeal is resolved in favor ofthe applicant at a rate of 92%) of the contested value.
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Historic Collections

The City and Agency do not participate in a Teeter program with the Connty of San Diego. Accordingly, tax
receipts may vary from fiscal year to fiscal year. The following table shows historic tax receipts to levy for each
Redevelopment Project and the aggregate of the Redevelopment Projects for the last six fiscal years. Tax receipts for
fiscal year 2009/2010 are not yet available.

TABLE 6
AGGREGATE REDEVELOPMENT PROJECT AREAS

Historic Receipts to Levy

2003 2004 2005 2006 2007 2008
2004 2005 2006 2007 2008 2009

City Heights
Total Computed Levy $ 4.955,322 $ 6,881 ,617 $ 9,348,291 $11,689,222 $13,470,397 $14,129,880
Total Receipts 5,999,105 8,876,669 11,256,888 12.671,073 14.228,186 13,844,720
Surplus (Shortf"ll) 1,043.783 1,995,052 1.908,598 981,851 757,789 (285,160)
% Difference of Computed Levy 121.06% 128.99% 120,42% 108.40~'() 105.63% 97.98%
Crossroads
Total Computed Levy NA 998,623 2.104,445 3,148,209 3.943,872 4.281,791
Total Receipts NA 1,207,959 2.828,739 3,769,976 4,255,951 4,266,111
Surplus (Sh01tfall) NA 209,335 724.294 621,766 312,079 (15,680)
% Difference of Computed Levy NA l20.96% 134.42% 119.75°;0 107.91%1 99.63%
Naval Training Center
Total Computed Levy 1.111,245 1,971,435 3,385,926 3,889,727 3,870,265 4,540,455
Total Receipts 1.465,190 2,698,119 3.886,310 4,100,768 3,983,863 4,870,638
Surplus (Shortfall) 353,945 726,684 500,384 211,041 113,598 330,183
% Difference of Computed Levy 131.85% 136.86% 114.78% 105.43~,'O 102.94% 107.27%
North Bay
Total Computed Levy 2,867213 3,411,072 4,199,097 5,938,287 7,768,280 8,542,400
Total Receipts 3,218,779 3,857,335 4,613,034 7.222.032 8,195,361 8,811,501
Surplus (Shortfall) 351,566 446,262 413,937 1.283,745 427,081 269,100
~';) Difference of Computed Levy ] 12.26~,;) 113.08% 109.86%1 121.62% 105.50% 103.151~,.;)

North Park
Total Computed Levy 2.144,341 3,196,538 4,510,370 5.336,773 7,113,932 7.467,705
Total Receipts 2,610,446 3,711,294 4,889,797 5,860,397 7,930,70 I 7,671,766
Surplus (Shorttidl) 466,106 514,756 379.427 523,624 816,769 204,1161
% Difference of Computed Levy 121.74% 116.10% 108.41% 109.81%1 J 11.48% 102.73%
San Ysidro
Total Computed Levy 1,549,870 1,756.234 2.572.005 3524.734 3,824.847 5.770,286
Total Receipts 1,747,607 2,032,658 3.256,436 3,823,632 3,920,010 6.780,684
Surplus (Shortfall) 197.737 276.423 684,431 298,898 95.162 UJi 0,398
0;0 Difference of Computed Levy 112.76% 115.741Vo ]26.61%, 108.48% i02.49~'o 117.51%
Grand Total
Total Computed Levy $12,627,990 $18,215.520 $26,120,134 $33,526,954 $39,991,593 $44,732,517
Total Receipts $15,041,127 $22,384,033 $30,731,205 $37.447,878 $42,514,071 $46,245,419
Surplus (Shortfall) $ 2,413,137 $ 4,168,513 $ 4,611,071 $ 3,920,925 $ 2,522,478 $ 1,512,903
~'o Difference of Computed Levy 119.11% 122.88% 117.65% 111.69% ]06.31% 103.38%

Source: Fiscal Consultant's Report, Appendix A.
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AGGREGAU; PROJECTED TAX IUWENUES AND ESTIMATED DEBT SERVICE COVERAGE

Projected Tax Revenues and Estimated Debt Service Coverage

The following table details projected debt service coverage on the 2010 Bonds using the projected Tax Revenues set forth in tbe Redevelopment
Project-specific sections of this Official Statement.

TABLE 7
REDEVELOPMENT PROJECT AREAS IN THE AGGREGATE

Projected Tax Reveuues and Estimated Debt Service Coverage

Housing Tax Increment Rcvenne(l~

Housing
Fiscal Housing Tax Increment
Year Tax Increment Senior Less Senior 2010

Ending City Heights Crossroads NTC North Bav North Park San Ysidro Grand Total Obligations Obligations Bonds Covcral!c
2009-10 $2,192,259 $627,882 $917,265 $1.690.778 S1365,238 5992,385 57,794,071
2010-11 1,871,621 525,786 891,287 1,646,635 1.285.642 883,124 7,112.038
2011-12 1,756,791 465,423 882,690 1,618,324 1,243.744 834,424 6,800.991
2012-13 1,755,JJ8 465,423 882,690 1.618,324 1,243.744 834,424 6.799319
2013-14 1,792,230 479,910 89l.201 l/i46.352 1.264.275 846,112 6.919,671
2014-15 1,829,713 494,542 899.797 1,674.660 1,285,010 857.917 7,(l4L226
2015-16 1,867,571 509,321 908,479 1.703,251 1.305.953 869.840 7,163.9Q7

2016-17 1,905,807 524,247 917,248 1,732,128 1,327,105 881.882 7,2S7,995
2017-18 1,944,425 539,322 926,104 1,761,294 1,348,468 894J)45 7,4 13,233
2018-19 1,983,430 554,549 935,049 1,790.751 1.370Jl46 906,329 7.539.724
2019-20 2,062,220 585,306 953,118 1,850,255 1.413.632 931,144 7.795,236
2020-21 2,142,585 616,678 971.548 1,910,949 1.458.089 956,455 8.055.S57
2021-22 2,224,558 648,677 990,347 1,972,857 1,503.436 982.272 8.321.691
2022-23 2,308,l7J 681.317 1,009.52 ! 2,(136,003 1,549,690 1.00R.605 R,592,842
2023-24 2,393,455 714.609 1.029.080 2.100.412 1,596,869 j .035,465 8.869.416
2024-25 2,480,445 748.567 1.049.029 2.166.110 1.644,992 1.062,862 9.151.521
2025-26 2,569,175 783,204 1,069,378 2,233,121 1,694,077 1.090.807 9,439,269
2026-27 2,659,680 818,534 1,090,133 2,301.472 1.744.143 j,119.311 9,732,771
2027-28 2,751,995 854,571 1,111,303 2,371.191 1.795,211 1.148,385 10,032,143
2028-29 2,846,156 891,329 J,132,897 2,442,304 1,847,301 1.178,041 J0.337.503
2029-30 2,942,200 928,821 1.154,923 2,514.S39 1.900,432 1,208,289 10.648.970
2030-31 3,040,165 967,063 1,177,389 2,588,824 1,954.626 1.239,143 10.966,666
2031-32 3,140,090 1,006,071 1,200.305 2.664.290 2,009,903 1.270,614 11,290,717
2032-33 3,242,012 1,045,858 1,223,679 2,741,265 2,066,287 1,302,714 11,621,248
2033-34 3.285.356 1,086,441 1,247,520 2,819.779 2.123,798 1,335,456 11,897.772
2034-35 3,390,184 1,127,836 1,271,838 2.899,864 2,182,459 1,368,853 12,240.445
2035-36 3,497,109 1,170,059 1,296,643 2.981550 2,242,293 1.402,911\ 12,589.971
2036-37 3,606,173 1,213,126 1,321,944 3,064,870 2,303,324 1.437.664 12,946,487
2037-38 3,717,417 1,257,054 1,347,750 3.149.856 2,365.576 1,473.105 13,310,134
2038-39 3,830,887 1,301,861 1,374.073 3,236,543 2,429,072 1,509,255 13,681,053
2039-40 3,946,625 1,347,565 1.400.923 3,324,962 2,493,839 1,546,128 14,059,391

Source: Fiscal Consultant's Report, Appendix A.
(1) Difference assumptions regarding annual changes to assessed value have been made based on project area specific factors. For additional detail regarding the tax increment

projections, please see Appendix A "Fiscal Consultant Report - Section IUL" hereto.
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THE CITY HEIGHTS REDEVELOPMENT PROJECT

General

The City Heights Redevelopment Project includes portions of the City Heights, Nonnal Heights,
Kensington, and Talmadge Planning Areas - encompassing a total of 1,984 acres. The City Heights
Redevelopment Project focuses on promoting new construction, revitalization, and upgrading of residential
commercial, office and public properties and facilities. The centerpiece of the City Heights Redevelopment
Project is the City Heights Urban Village, a public/private partnership effort that encompasses nine city blocks.
Other focus areas include the Interstate 15 Conidar and the University Avenue and E1 Cajon Boulevard
commercial conidors. The City Heights Redevelopment Project is bounded by Home and Euclid Avenues and
54th Street to the east, Meade and Monroe avenues to the north, Home Avenue to the south, and Interstate 805
to the west. Land uses in the City Heights Redevelopment Project include residential, commercial, industrial,
institutional facilities, open space/park, vacant and public right of way.

The Redevelopment Plan was adopted in 1992 and amended four times since its original adoption. The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendments to the
Redevelopment Plan.

TABLES
CITY HEIGHTS REDEVELOPMENT PLAN

REDEVELOPMENT PLAN HISTORY

Original Adoption

Amendment 1

Amendment 2

Amendment 3

Amendment 4

Ordinance No. Date Purpose

0-17768 May 11,1992 Establish City Heights Redevelopment Project
and adopt Plan

0-18120 November 28. 1994 Amended the time limits for effectiveness of the
Redevelopment and the last date on which to
receive tax increment

0-18291 April 16, 1996 Deleted tenitory hom the City Heights
Redevelopment Project, removed eminent
domain restrictions on specified properties,
changed the land use categories of certain
parcels and increased the limitation on bonded
indebtedness

0-18881 November 14, 2000 Redefined land uses within the City Heights
Redevelopment Project Area and removed
eminent domain restrictions on specified
properties

0-19510 July 18, 2006 Extended the effectiveness of the
Redevelopment Plan and the last date to receive
tax increment revenues by one year

At this time, the Agency does not have any amendments in process.

Provisions of the Redevelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incurred to finance redevelopment projects. These
time limits for the City Heights Redevelopment Project are set forth in the table below:
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CITY HEIGHTS REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limit on Receipt of Tax Increment
Limitation on Use of Eminent Domain

May 11, 2033
May II, 2012
May II, 2043
May 11,2043
$160,000,000
$713,000,000
November 27, 2012

The Agency currently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the City Heights Redevelopment Project indicated in the table above, except to repay debt to
be paid from the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and the Redevelopment Plan, or certain refunding
debt. Immediately following the issuance of the 2010 Bonds, the Agency will have of bonded
indebtedness outstanding for the City Hcights Redevelopment Project.

Senior Lien on Tax Revennes

The Agency currently has certain outstanding honds that have a lien on Tax Revenues senior to the lien
securing the Bonds, which are referenced in the definition of Tax Revenues above. Outstanding senior lien debt
includes the Agency's City Heights Redevelopment Project 2003 Housing Sct-Aside Tax Allocation Bonds,
Series 2003 A (Taxable), issued on December 17, 2003 in the initial principal amount of $4,955,000 of which
$4,955,000 remain outstanding and the Agency's City Heights Redevelopment Project 2003 Housing Set-Aside
Tax Allocation Bonds, Series 2003 B (Tax-Exempt), issued on December 17, 2003 in the initial principal
amount of $865.000. of which $335,000 are outstanding (together the "City Heights 2003 Senior Bonds")
Under the Indenture, the Agency has covenanted not to issue any additional senior lien debt with a pledge of
housing set-aside tax increment from the City Heights Redevelopment Project to the pledge of Tax Revenues
under the Indenture. The Agency used 100% of the proceeds of the City Heights Senior Bonds for housing
purposes.

Other Outstanding Obligations ofthe City Heights Redevelopment Project

The Agency has other bonds and obligations outstanding which are payable from tax increment not
related to housing. Such bonds include the Agency's City Heights Redevelopment Project Tax Allocation
Bonds, Series 1999A, dated April I, 1999 in the initial principal amount of $5,690,000, of which $4,915,000 are
outstanding (the "] 999 A Bonds"), and City Heights Redevelopment Project Tax Allocation Bonds, Series] 999
B, dated April I, 1999 in the initial plincipal amount of $10,141,000, of which $8,593,691 in initial value
remains outstanding (the"1999 B Bonds" and together with the 1999 A Bonds, the" 1999 Bonds"). The current
accreted value of the ]999 B Bonds is $16,988,336. The Agency expects to issue two series of parity bonds to
the 1999 Bonds on a taxable and tax-exempt basis uear the time of the issuance of the Bonds.

On July 26,2007, and as amended in July, 2010, the Agency entered into two Credit Agreements with
San Diego National Bank, which provided for: 1) a $20,000,000 line of credit to the Agency, with repayment
secured by a pledge by the Agency of non-housing tax increment revenues from the City Heights
Redevelopment Project; and 2) an $11,000,000 line of credit to the Agency, with repayment secured by a pledge
by the Agency of housing tax increment revenues from the City Heights Redevelopment Project. The lines of
credit each had a term of three-years, and required quarterly interest payments begimling October 5, 2007. The
Agency has drawn $2,011,123 from the non-housing line of credit, and has used the funds to pay for costs
related to the acquisition of a commercial building located at 4102-4122 University Avenue. The Agency has
drawn $4,153,000 from the housing line of credit aud has used the funds to assist with the costs of acquisition
and rehabilitation of the Village Green affordable apartment project in the Crossroads Redevelopment Project
and the Verbena affordable housing project in the San Ysidro Redevelopment Project. The Agency anticipates
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that the lines of credit will be paid in full with concurrent 201 0 Tax Allocation Bond issues, payable solely from
non-housing tax increment with respect to the $20,000,000 line of credit, and from housing tax increment with
respect to the $11,000,000 line of credit.

On May 16, 2000, the Agency entered into a Disposition and Development Agreement (the "DDA")
with San Diego Revitalization Corporation (the "Developer") for the development of approximately 3.24 acres
of land (the "Site") in the City Heights Redevelopment Project. Pursuant to the DDA, the Agency has a loan
obligation of $1 ,606,715 currently outstanding as evidenced by a Promissory Note dated April I, 2001, assigned
to the Agency pursual1t to an Assignment of PromissOly Note dated March 23, 2002, al1d amended pursuant to
an amendment of Promissory Note, dated July 10, 2003, for the City Heights Urban Village Town Homes and
Office Project. The outstanding principal, as of December 18, 2009, on this promissory note is $1,607,202. The
Agency will use a portion of the proceeds of the Housing Bonds to fully pay the Developer the Note when due
under the requirements of the DDA.

On May 3, 2005, the Agency entered into a Disposition and Development Agreement (the "DDA") with
City Heights Realty, LLC, as successor in interest to San Diego Revitalization Corporation (the "Developer")
for the development of approximately 1040 acres of land (the "Site") in the City Heights Redevelopment Project.
Pursuant to the DDA, the Agency has a loan obligation of $2,280,000 as evidenced by a Promissory Note dated
May 10, 2005.for the City Heights Square Project. The amount which remains outstanding is $1,694,411. The
Agency will use a pOliion of the proceeds of the 2010 Bonds to fully pay the Developer the Note when due
under the requirements of the DDA. See "FINANCING PLAN," herein.

The Agency also has loans and debt to the City which is related to both CDBG and non-CDBG money.
See "THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non
CDBG Related Agency Debt to tbe City," herein.
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Land Use in the City Heights Redevelopment Project

The largest use of land in the City Heights Redevelopment Project in tenns of assessed value is
residential. The table below shows the land use in the City Heights Redevelopment Project, based on fiscal year
2009-2010 assessed valuation.

TABLE 9
CITY HEIGHTS REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net % of Total
Land Use(l) No. of Parcels(l) Assessed Value(2) Net Assessed Value

Residential Property
Vacant Residential 176 $ 8.698.997 0.41%
Single-Family Residential 3,582 542.231,690 25.58%
Multi-Family Residential 4.669 1.206.234,366 56.92%
Miscellaneous __6 605.639 0.03%

Snbtotal 8,433 $1.757,770,692 82.94%

Commercial Property
Office Space 399 167.814,006 7.92%
Retail 90 111,171.252 5.25%
Vacant land 72 11.956,766 0.56%
Other Uses ....J.Q.Q 46.308.870 2.19%

Subtotal 661 $337.250.894 15.91%

Industrial Property 57 16.323,025 0.77%
Institutional Property 44 5.276.238 0.25 IYt)
Recreational Property 3 1.669.842 0.08%
Miscellaneous Use -....-1 1.054.089 0.05%
Total 9.200 $2,119,344,780 100.00%

_ .._~ ...-- -c----:-c:--
Source: Fiscal Consultant's Report. Appendix A.
(I) Includes parcels with a net assessed value equal to $0. Excludes parcels o"WIlcd by public agencies based on final FY

2009-10 Assessor's Roll.
12! Based on final FY 2009-2010 Assessor's Roll.
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Historic Assessed Valuation

The table below shows a six year history of assessed valuation in the City Heights Redevelopment
Project. The base year assessed valuation for the City Heights Redevelopment Project is $1,005,885,605.

TABLE 10
CITY HE1GHTS REDEVELOPMENT PROJECT

Historic Assessed Valuation

Secured Values(l)
Land
Improvement
Personal Property
Gross Value
Less Exemptions
Total Secured

Unsecured Values(21
Land
Improvement
Personal Property
Gross Value
u'Ss Exemptions
Total Unsccured

Total Secured and Unsecured
Percentage Change in Total Value

Incremental Value
Percentage Change in Incremental Value

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

S 808,186.825 S 954.331,852 51,098,624,619 $1,237.439,530 51,277,126,102 51.126,605.838
935.496,965 1,034,147,857 1,135,797,730 Ll 81,724,885 1,225,944,644 1,155,644'()29

967.51Q 898.966 779.70[ ___7!lL089 895436 244.746
51.744.651,360 $1,989,378,675 $2.235,202,050 $2.419,951,504 $2,503,966,182 $2,282,494,613

(72.662.7lil ...D8 152 984) (90345.158) .(j.G1.794,s,"Z§) (J 17 477 669) -i]3(471633)
$1,671,988.646 $1,911,225.691 $2,144,856.892 $2.318.1 56,928 $2.386,488,5 J3 $2,143,022,980

0 0 0 0 0 0
$ 8.203384 $ 12,627,198 S 13,159,493 S 11,458.780 $ 14.437,005 $ 13,917,524

_.J.B".1JEJJ.4 18957.365 19.416317 ---1LQ 17.336 20775942 20065.147
S 26,310.498 $ 31,584.563 $ 32575.810 $ 32.476,116 $ 35,212,947 $ 33,982,671

(J 0164591 --...llii.4"0..91J (4763345) 0.492.981 ) __----'-p.O 15Jll.fl ..Jj.5263l§.}
S 25.294,039 S 28.030.556 5 27,812,465 $ 28,983,135 $ 29,197,923 $ 28.456,335

$1,697,282.685 $1,939,256,247 $2.172.669,357 $2.347,140,063 $2,415,686,436 $2,17.1,479.315
14.26% 12.(J4% 8.03% 2.92% -10.11%

$ 687,477,067 $ 933.370,642 SU66,783,752 S1,341 ,254,458 $1.409,800.831 $1,165,593,710
43.10% 35.77% 25.01% 14.95% 5.11% -17.32%

Source: Fiscal Consultant's RepOlt, Appendix A.
0) Assessed values as of ]/1 of the initial year of each fiscal year (i.e. 1/1109 for FY 2009-2010).
m Based on infonnation provided by the County of San Diego Auditor/Controller.
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Largest Taxpayers in City Heights Redevelopment Project

The following table shows the ten largest taxpayers III the City Heights Redevelopment Project by assessed
valuation based on the 2009-20 I0 tax roll.

TABLE 11
CITY HEIGHTS REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Owner
BR Workforce LLC
Urban Village Residential LLC
American Stores Co LLC01

San Dieoo Ridge LLC(4)
City Fleights R~tajl Village())
Pearson Ford Propcrties(Cl

Prickett Family Trust 11-9-95
Blue Comer Capital LLC])
San Diego Revitalization Corp.
RTC-I LLC
Grand Total

Land Use
Office/Store Buildings/Garage/Lot

MuJti~FamilyResidential
Grocery/Drug Store - Large Chain

Multi-Family Residential
Community Shopping Center

Multi-Family Residential/Auto
Sales/Service Agency!Auto Garage

Multi-Family Residential
Multi-Family Residential

Office Buildings ~ Single-Family Residential
Auto Sales/Service AfLcncv

N/A

Percent of Percent of
No. of Secured Total Net Secured Total Incremental

Parcels(1) Assessed Value(2) Net Value Value(2)

2 $18,212,376 0.86% 1.56°;;1
1 18.067,269 0.85% 1.55%
1 15.352.846 0.72% 1.32%
1 12,886.354 0.6J% 1.11%
1 10,438,474 0.49~;0 0.90%

10 10,175,938 O.48~·O 0.87%

19 9,439,396 0.45% 0.81%
3 7,639.633 0.36%1 0.66%
1 7.626,845 0.36%1 0.65%

-l 7.353.000 0.35% 0.63%
40 $117,192,131 5.53% lO.051Yn

Iii

(4;

h)

Source: Fiscal Consultant's Report, Appendix A.
(1) Includes parcds with a net assessed value equal to $0. Excludes parcds owned by public agencies based on final FY 2009-10 Assessor's Roll.
(]I Based on final FY 2009-2010 Assessor's Roll.
('; As shown in the Appeals section, American Stores Co LLC contests that the value of its parcel should be reduced to $1 J,514,000. "{l1e appeal was filed under

the name Supervalu - Albertsons and has not yet been resolved by the County, but DTA has assumed tl1e appeal is resolved in favor of the applicant at a rate of
80% of the contested valLIe as dcsclibed in the Appeals section. 111e reducL--d value is not shown above. but has been reflected in the tax increment projections
1H.."fein.
As shmvn in the Appeals section. San Diego Ridge LLC contested that tlle valuc of its pared should be reduct--d to 58.376.130. 111e appeal was resolved with the
County reducing the value of the parcel to S9,500.000 after the FY 2009-10 Assessor's Roll was finalized on L'L'2009. The reducLxl value is not shown above,
but has been rel1ected in the tax increment
As shown in the Appeals section, City Heights Retail VilJage contests that the valuc of its parcel should be reduced to $7.830,000. 'n1e appeal was filed under
the name Supervalu - Albelisons and has not yet been resolved by the County. hut DTA has assumed tllC appeal is resolved in favor of the applicant at a rate of
80% of the contested value as desclibed in the Appeals section. The rt'duced value IS not shown above, but has been rdlected in the tax increment projections
herein.
As shown in the Appeals section. Pearson Ford Propenies contests that the value of one of its ten parcels should be reduced fh1l11 the original value of 5552,037
to $220.000. 111e appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate of 80% of the
contestt'd value as described in the Appeals section. 111e reduced value is not shown above, but has been reflected in the tax increment projections hercin.
As shown in the Appeals section. Blue Corner Capital LLC contested that the value of its three parcels should be reduced to S4.250,000. Thc appeal \vas
resolved with the County with no reduction in value.
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Recent Activity in the City Heights Redevelopment Project

Euclid Tower - The Euclid Tower is one of the most visible structures within the community of City
Heights. The ornamental Tower stands 80 feet tall and sits atop a two-story commercial structure that was
originally built in 1932 as a drive-in soda fountain. In 1999, the Tower section began leaning dangerously and
was taken down for safety reasons. Restoration of the Tower was of particular importance to the community,
which believed it would positively affect the neighborhood character. Community members recommended
restoring the Tower with the colorful public art fa,ade to represent the cultnrally rich and diverse community of
City Heights. Stanford Sign & Awning completed the Tower in 2009 based on the design by Richard Bundy of
ARCHITECTS Richard Bundy & David Thompson.

Talmadge Senior Village - Talmadge Senior Village, an attractive three-story mixed-use facility,
opened in October 2006. Located in the City Heights Redevelopment Project Area, the $18.6 million Talmadge
Senior Village project provides critically needed affordable housing opportunities to San Diego's senior citizens
as well as commercial and community recreation uses. Talmadge Senior Village replaces an older motel at 5252
El Cajon Boulevard and offers housing at rents affordable to very low income senior citizens. The development
is in close proximity to vital senior services, such as public transportation, grocery markets, park, medical
centers, and pharmacies.

Anburn Park Apartments - Auburn Park Family Apartments, a $20.4 million redevelopment project,
creates additional affordable housing for San Diegans and enhances the continued revitalization of City Heights.
Located on the southwest corner of University Avenue and 52nd Street, the 69-unit housing development is
designed for very low- and low-income families earning from 30 to 60 percent of the area median income. The
development offers 10 studios, 26 one-bedroom, 12 two-bedroom, and 21 three-bedroom units for individuals
and families that fall within the income guidelines. Two units serve as onsite management and maintenance staff
units. The project also provides a public park and enhanced open space area in the immediately adjacent Auburn
Creek. Construction was completed in December 2007.

City Heights Square Project - The City Heights Square master-planned redevelopment project is
comprised of four distinct but complementary components and is a result of a collaboration between the City of
San Diego, the Redevelopment Agency, private developers, and local non-profit corporations. The development
includes the City Heights Senior Housing Project (completed in August 2007), the La Maestra Community
Health Center (to be completed in July 2010), the City Heights Square Residential and Retail (under
construction to be completed in December 2011) and the City Pocket Park (design phase underway). Upon
completion, this master planned redevelopment project will provide a variety of community servicing amenities,
including commercial and retail space; affordable and market rate housing for seniors, individuals and families;
a medical clinic; and a 5,348-square-foot pocket park. Combined, the developments represent an investment of
more than $70 million in the City Heights community.

State Route 15 Improvements - Until 1998, State Route 15 tenninated in City Heights, routing heavy
traffic onto the local streets of the community. To address this issue, the State of California worked extensively
with the City of San Diego, local schools, Metropolitan Transit Service, and local community organizations to
design and install a depressed freeway through the Mid-City neighborhoods. This $150 million project included
the construction of a 2.2-mile freeway extension between Interstate 805 and Adams Avenue, tln'ee new public
parks, including the four-acre Teralta Park, which sits on a lid over the submerged freeway, as well as extensive
architectural enhancements and community amenities. Four enhanced bridge decks were completed. The new
enhancements included retail and restroom buildings, decorative bus shelters, trellises, landscaping, sound
attenuation walls, and public art.

Metro Center and Metro Villas - The City Heights Metro Center Project transformed a once blighted
property into a dynamic, mixed-use development that provides multiple benefits for the surrounding
neighborhood and the entire San Diego region. The $47 million project is located at the northwest corner of
University Avenue and State Route 15. The project includes both office and housing components, the Metro
Career Center and Metro Villas, respectively. The attractive four-story office building and 120 new affordable
family housing units feature ample structured parking and landscaped open space areas. The primary tenants in
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the office building are the San Diego Workforce Partnership, which provides comprehensive job training and
placement services for San Diego County and a charter school.

Regional Transportation Center - The Regional Transportation Center (RTC) is an innovative mixed
use project designed to introduce San Diego residents to the benefits of alternative fuel vehicles (AFVs). The
RTC signature architectural design transfonl1ed a fonnally blighted commercial corner of the City Heights
community into an impressive commercial and public service development. This $12.5 million facility was built
to include an education center, conventional and alternative fuel vehicle display, repair center, and fueling
station--eombining non-profit educational and for-profit eommercial components. The project houses several
other commercial and office uses in its upstairs leased space.

City Heights Urban Village - The eight-block City Heights Urban Village is an award-wimling master
plaillled redevelopment project in which multiple public and private uses coexist in a communal village setting.
Through the restoration of the City Heights commercial core and the establislilllent of this pedestrian-friendly
town square, the multi-phased Urban Village was completed in 2003 and is fundamentally changing the social
and physical environment of this diverse community. The individual components within the Urban Village
include: Mid-City Police Substation, Mid-City Community Gynmasium, Rosa Parks Elementary School,
Weingart City Heights Library, City Heights Recreation Center, Mid-City Continuing Education Center, City
Heights Retail Center, Village Townhomes and Office Center, Perfonl1ing Arts Center, Head Start Center, and a
community swimming pool. The development of the Urban Village represents a public and private investment
of over $137 million.

Appeals in the City Heights Redevelopment Project

Therc are currently 202 appeals for fiscal year 2009-2010 on record with the County for parcels in the
City Heights Redevelopment Project and 74 pending appeals for fiscal year 2008-2009, which, along with
resolved appeals not yet reflected in the assessment rolls, the fiscal consultant estimates could decrease the City
Heights Redevelopment Project value by approximately $69.6 million or 3.2% of project area assessed
valuation. Based on historic success rates, the Fiscal Consultant has estimated that the resolution of outstanding
appeals will result in 20% reduction of the eontested value on these parcels, on average, for the City Heights
Redevelopment Project.

For specific infonl1ation regarding pending and settled appeals in the City Heights Redevelopment
Project, see "APPENDiX A - Consolidated Fiscal Consultant Report - Section n.H."
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Historic Collections in Redevelopment Project

The following tahle shows historic tax receipts compared to the actual levy for the last six fiscal years:

Fiscal Year Ending:
L Reported Assessed Value

Total Project Value(1}
Less Base Value!2i

Incremental Value
Tax Rate

II. Gross Tax Increment
Unitary Revenue
County Administrative Expenses
Total Computed Levy

III. Total Receipts
Surplus (Shortfall)
'?'o Difference of Computed Levy

TABLE 12
CITY HEIGHTS REDEVELOPMENT PROJECT

Historic Receipts to Levy (1)

2003 2004 2005 2006 2007 2008
2004 2005 2006 2007 2008 2009

$1,503,857,495 $1,697,282,685 $1,939,256,247 $2,172,669,357 $2,347,140,063 $2,415,686,436
1,009,805,618 1.009,805,618 1,005,885,605 1,005,885,605 1,005,885,605 1,005,885,605

494,051.877 687,477,067 933,370,642 1,166,783,752 1,341,254.458 1,409,800,831
1.01177% 1.01080% J.01020% 1.00970% 1.00950% 1.00930~'·u

S 4,998,669 S 6,949,018 $ 9,428,910 $ 11,781.016 $ 13,539,964 S ]4,229,120
1,623 1,643 1.653 4,198 30,728 31.630

144,970) (69,044) 182.273) 195.992) _1100,295) ~ ..m()JU!)J
s 4,955,322 $ 6.881.617 $ 9,348,291 S 11,689.222 $ 13,470,397 S 14.129.880

$ 5,999,105 $ 8,876,669 S 11.256.888 $ 12,671,(l7J $ 14,228,186 $ 13.844.720
1,043,783 1.995.052 1.908,598 981.851 757,789 (285,160)
121.06% 128.99% 120.42% 108.40% 105.63% 97.98%

Source: Fiscal Consultant's Report. Appendix A.
(l) Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of 1/1 i of the

initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2(10).
(2) Base value was adjusted downward by $13.6 million in FY 2004-2005 and by $3.9 million in FY 2005-2006.

In addition to appeals to assessed value, taxpayer delinquencies can reduce tax receipts in each fiscal
year. As of May 10,2010,569 parcels (6.19% of the total parcels) in the City Heights Redevelopment Project
had a delinquency rate of 4.48% in the payment of secured fiscal year 2009-20 I0 property taxes to the County
Tax Collector. The fiscal consultant researched the zip code 92105, which fully encompasses the
Redevelopment Project, but included areas outside of the City Heights Redevelopment Project. As of May 10,
2010, 514 residential propelties had Notices of Default recorded with the County, 700 residential properties
were undergoing a trustee's sale, and 884 residential properties were hank owned. This zip code encompasses
over 22,000 residential units and the City Heights Redevelopment Project encompasses 19,585 residential units.

Projection of Tax Revenues

The followiug table details projected tax revenues in the City Heights Redevelopment Project. The
projections begin with the 2009-2010 fiscal year and contain the following assumptions:

1. For purposes of the projection, 2009-2010 is reduced to reflect actual and expected
successful appeals in the City Heights Redevelopment Project.

2. Fiscal years 2010-201 I through 2011-2012 assume decreases in value of 8% and 3%,
respectively, due to estimated Proposition 8 adjustments and estimated appeals. Fiscal year 2012-13
assumes a major tax payer "Fairmount 26" becomes tax-exempt as an affordable housing project.

3. There is no change in Assessed Value for fiscal year 2012-2013 and annual increase of
1% in each year thereafter through fiscal year 2018-2019, and an annual increase of 2% thereafter.

4. The actual tax rate of 1.00% is used for fiscal year 2009-2010 and a 1% tax rate is used
for each year thereafter.

5. The projections of Tax Revenues do not exclude debt service on the City Heights
Senior Bonds.
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TABLE 13
CITY HEIGHTS REDEVELOPMENT PROJECT

Projection of Tax Revennes

Fiscal Ycar Ending
2009-10
2010-11
2011-12
2011 H 13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019·20
2020-21
2021-22
2022~23

2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031-32
2032-33
2033-34
2034-35
2035-36
2036-37
2037-38
2038-39
2039-40
2040-41
2041-42
2042-43

Total Value
$2,099,719,471

1,925,861,900
1,868,529,550
1,867,684,925
1,886,213,938
1,904,928,242
1,923,829,689
1,942,920,150
1,962.201,516
1,981,675,696
2,021,013,539
2,061,138,138
2,102,065,230
2,143.810,864
2,J86391,410
2,229,823,567
2.274.124.367
2,319Jll,\83
2,365.401,736
2,412,414,099
2,460,366,710
2,509.278373
2,559,168.269
2,610,055,964
2,661,961.412
2,714,904369
2,768,907397
2,823,989,874
2,880.174,000
2.937 A8l ,809
2.995.935,774
3,055,558.819
3,116,374.324
3,178,406,139

Net Tax Increment
Revenue

510,630,093
9,082,112
8,525,160
8,517,051
8,96J,150
9,148,564
9,337,853
9529,034
9,722,127
9,917,151

10,31\JOO
10,712.927
11,122,792
11,540,853
11,967,276
12,402,227
12.845.877
13,298.400
13,759,974
14,230,779
14,711.000
15.200,825
15,700,448
16.2lOJl62
16.426,781
16,950,922
17,485546
18,030.863
18,587,086
19,154,433
19,733.127
20,323J95
20,925A69
21,539,584

Low/Moderate Income
Housing Set-Aside Revenue

S2,126,019
1,816,422
1,705,032
1,703,410
1,792,230
1,829,713
1,867,571
1,905,807
1,944.425
1.983,430
2,062,220
2,142,585
2,224,558
2,308.1 71
2.393.455
2.480,445
2569.175
2,659.680
2,751,995
2,846.156
2,942,200
3,040.165
3J40J190
3,242,012
3,285.356
3.390,184
3.497.109
3,606,173
3,717.417
3,830,887
3,946.625
4Jl64,679
4.185.094
4.307,917

Source: Fiscal Consultanfs Report, Appendix A.

CROSSROADS REDEVELOPMENT PROJECT

General

The Crossroads Redevelopment Project is approximately 1,032 acres in size situated in the southcastern
p011ion of the City and includes: I) the generally commercial areas along El Cajon Boulevard and University
Avenue from 54th Street on the west to the city limit with La Mesa on the east, 2) portions of the Fox Canyon
and Chollas Creek residential area south of University Avenue between Euclid Avenue and 54th Street; 3) the
residential area along Streanwiew Drive from 54th Street on the west and College Grove Dlive on the east; 4) a
four-acre area of neighborhood commercial and multi-family residential uses along the east side of 54th Street
and north of College Grove Drive; and 5) Chollas Community Park generally bounded by Redwood and Thom
Streets to the north, State Highway 94 to the east and south, and 54th Street to the west, The Crossroads
Redevelopment Project is within proximity of the Agency's City Heights, College Grove, and College Area
Redevelopment Projects, as well as the redevelopment projects of the cities of Lemon Grove and La Mesa,
Land uses in the Crossroads Redevelopment Project include residential, commercial, institutional, parks/open
space, and public right-of-way,

The focus of the Redevelopment Plan is twofold: to revitalize the properties along El Cajon Boulevard,
University Avenue, Streamview Drive, and College Avenue and the residential neighborhoods of Chollas Creek
and Fox Canyon; and to develop the resource-based parkland at Chollas Community Park, The goal of the
Redevelopment Plan is to address the physical conditions that exist along these corridors and to have a positive
impact on the adjoining single-family neighborhoods,
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The Redevelopment Plan was adopted in 2003 pursuant to Ordinance No. 19174. In 2011, the Agency
is proposing to amend the Redevelopment Plan to merge the Crossroads Redevelopment Project with the
adjacent College Grove Redevelopment Project. The College Grove Redevelopment Project encompasses
approximately 167 acres generally bounded by State Route 94 to the south, College Avenue to the east, and
College Grove Drive to the north. The College Grove Shopping Center covers approximately 56 acres and a
housing development of 45-unit market rate town home rental units occupies approximately two acres at the
northeast comer of College Grove Way and College Grove Drive. The balance of the College Grove
Redevelopment Project, approximately 109 acres, is owned by the City of San Diego and includes Chollas Park
(Lake), the closed Chollas Landfill.

TABLE 14
CROSSROADS REDEVELOPMENT PROJECT

REDEVELOPMENT PLAN LiMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limitation on Use of Eminent Domain

May 6,2033
May 6,2023
May 6, 2048
May 6, 2048
$100,000,000
May 6,2015

The Agency cUlTently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the Crossroads Redevelopment Project indicated in the table above, except to repay debt to
be paid li'om the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and the Redevelopment Plan, or certain refunding
debt. Immediately following the issuance of the 2010 Bonds, the Agency will have [$ 1of bonded
indebtedness outstanding for the Crossroads Redevelopment Project.

Prospective and Outstanding Obligations of the Crossroads Redevelopment Project

In late 2010, the Agency is planning to submit an applieation to the State of California
Infrastructure and Economic Development Bank for a loan of up to $2,000,000 (the "Loan") to be seeured
by the non-housing tax increment revenues from the Crossroads Redevelopment Project (i.e., the tax
increment revenues available after deducting the low/moderate income housing set- aside). Loan proceeds
will be used to fund a portion of construction costs for a multipurpose building in the North Chollas
Community Park located northeast of the Euclid Avenue/54th Street and State Route 94 intersection.

The Agency also has loans and debt to the City which is related to both CDBG and non-CDBG money.
See "THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non
CDBG Related Agency Debt to the City," herein.
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Land Use in the Crossroads Redevelopment Project

The following table shows the land use in the Crossroads Redevelopment Project, based on Fiscal Year
2009-2010 Assessed Valnation

TABLE IS
CROSSROADS REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net % of Total
Land Use No of Parcels(l} Assessed Value(2) Net Assessed Value

Residential Property
Vacant Residential 33 5 3.545,217 0.43%
Single-Family Residential 750 129,700,233 15.56%
Multi-Family Residential 369 254.684,978 30.56%
Mobilehome 2 652,000 (1.08%
Condominium 878 105,868,392 12.70%
Miscellaneous __4 9,955 _0.00%

Subtotal 2,036 5494,460,775 59.33%

Commercial Property
Office Space 205 123,774.525 14.85%
Retail 65 130.379.060 15.64%
Vacant Land 36 7,409,852 0.89%
Other Uses _ 67 62,805.220 7.54%

Subtotal 373 5324,368,657 38.92%

Industrial Property 12 4,245.301 0.5] (}'Q

Institutional Property 22 10.343.721 1.24%
Total 2.443 5833,418.454 100.00%

I~)

Source: Fiscal Consultanfs Report. Appendix A.
(I) Includes parcels \vith a secured net assessed value equal to $0.

final FY 2009-10 Assessor" s RoIL
Based on final FY 2009-2010 Assessor's Roll.
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Historic Assessed Valuation

The following table shows a six year history of assessed valuation for the Crossroads Redevelopment
Project.

Secured Values(l)
Land
Improvement
Personal Property
Gross Value
Less Exemptions
Total Secured

Unsecured ValuesOl

Land
Improvement
Personal Property
Gross Value
Less Exemptions
Total Uusecured

Total Secured and Unsecured
Percentage Change in Total Value

Base Year Value

Incremental Value
Percentage Change in Incremental
Value

TABLE 16
CROSSROADS REDEVELOPMENT PROJECT

Historic Assessed Valuation

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

$276,745,099 $331,073,699 $409504,645 5454.297.981 $470,539,142 $427,046,732
360,911,978 411,608,198 447,328.649 478,222,833 496,841,542 463,642,014

_.__2sL!1l.'! _.,.JJI79,640 882,079 1,536,202 1,380,381 _.--912,081
5638,609,891 5743,761,537 $857,715,373 $934,057,016 5968,761,065 $891,600,827
112,101,Q],1l 11bj28324) J49,389,149) (48.452.212) (50,932,'li>,0J .(52.274.373)
5596,446,858 5701,233,213 $808.326.224 $885,604,804 S917,828,299 5839,326,454

0 0 0 0 0 0
7,919,812 9,242,516 8,697,752 8,765,219 9,277,391 10,367.278

14,747,489 ,.l2,604,~()J .J],04L~'-2 _1I'--J!i7-077 ___~o, 1n,632 _ 2:f.lQJ ,530
$ 22,662,301 5 28,846,819 S 25,739,404 $ 27,132.296 $ 29,450,023 $ 32,468,808

0 (1, 175540) (972,659) (L166,105) (1,139,9961 ( \'603,780)
$ 22,662.301 5 27,671,279 $ 24,766,745 5 25,966,191 $ 28,310,027 $ 30,865,028

5619,109,159 $728,904,492 $833,092,969 $911,570,995 5946,138326 $870,191,482
NiA 17.73% 14.29% 9.42% 3.79% -8.03%

$519.302,499 5518.827,473(3) 5518,827,473 $518,827,473 5518,827,473 5518,827,473

5 99,806,660 5210,077,019 5314,265,496 $392,743,522 $427,310,853 5351,364,OIJ9

N/A 110.48% 49.60°/;, 24.97%, 8.80°/;> -17.77%

Source: Fiscal Consultant's Repolt. Appendix A.
(1) Assessed values as of 1/1 of the initial year of each fiscal year (i.e. Ji 1/09 for FY 2009-20 10).
m Based on information provided hy the County of San Diego Auditor/Controller.
(3) Base value was adjusted downward f()llowing an adjustment downward of$475,000 made by the County in FY 2005-06.
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Largest Taxpayers in the Crossroads Redevelopment Project

The following table shows the top ten taxpayers in the Crossroads Redevelopment Project based upon
2009-2010 assessed value.

TABLE 17
CROSSROADS REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

No. of
Land Usc Parcels(1)

Secured Total Net
Assessed Value(2)

Percent of
Secured Total

Net Value

Percent of
Incremental

Value(2) ~

Lakha Properties San Diego LLC
H0 Real Estate Partners LP
CcntrePoint LLCOl

!40 I Camino Investors LP,
9375 Associates LP

Sears Roebuck & Co.lLWF
San Diego LLC

Pacific Region Realty Corp.
OdOlll Family<4)
YFP Campus Pointe LLC
Prebys Conrad Trust ] 2~ J7-82
Russo Properties LTD
Grand Total

RetailiVacant Commercial 11 S 43,496,529 5.22% 12.38%
Multi-Family Residential 2 29,710,595 3.56% 8.46%

Multi-Family Residential/Retail/Vacant 13 16,182.345 1.94% 4.61%

OfticeiRetail 2 14,588,040 1.75% 4.15%

Community Shopping Center 2 14,294,046 1.72% 4.07%
Rest Home/Convalescent Home I 11,172,608 1.34% 3.18%
Multi-Family Residential/Office 5 10,624,060 1.271% 3.02%

Office/Retail 2 9,872,891 1.18% 2.81%
Multi-Family Residential 3 9,387,319 1.13% 2.67%

Vacant Commercial/Office/Retail 11 9.284.736 1.11%) 2.64%
N/A 52 $168,613,169 20.23% 47.99%

Source: Fiscal Consultant's Report Appendix A.
(1) Includes parcels with a secured net assl.'Sst~d value equal to SO. Excludes parcels owned by public agencil"S based on final FY 2009-10 Assessor's

Roll.
Based on final FY 2009-2010 Assessor's Roll.
As shown in the Appeals st'Ction. CentrePoint LLC contests that the value of its 13 parcels should be reduced to S8.180.000. 111e appeal has not
yet been resolved by the County. but DTA has assumed the appeal is resolved in favor of the applicant at a rate of 80% of the contested value as
described in the Appeals section. The reduced value is not shown above, but has been reflected in the tax increment projections herein.
111ree parcels owned by Odom Family LP with a net assessed value of $8,984,179 were sold to Wakeland Village Green after the FY 2009-10
Assessor's Roll was finalized on 1..'1/2009. 111e parcels will be used for affordable housing and became tax-exempt. TIle tax·exempt status for the
three parcels is not shown above, but has been rel1ected in the tax increment projl.'Ctions herein.

Recent Activity

El Cajon Boulevard Medians - Agency funding of $2, 340,000 was provided to reconstruct raised
medians and install decorative stamped concrete, irrigation and landscaping as well as two community area
signs within the medians along EI Cajon Boulevard from 54th Street to 73rd Street. The project was completed
in June 2008.

University Avenue Streetlights - Agency funding of $500,000 was provided for the installation of
streetlights along University Avenue from 54th Street to 69th Street. The project was completed in Apri12010

El Cajon Boulevard Streetlights - The Agency provided funding and coordinated with City of San
Diego, Engineering Department on the design and installation of additional street lights along El Cajon
Boulevard, College Avenue and Streamview Drive in order to meet City lightiug requirements.

Housing Enhancement Loan Program - The Crossroads Housing Enhancement Loan Program
(HELP) was established in October 2005 to assist 10w- to moderate-income owner-occupants with interior and
exterior home improvements.

Village Green Apartments - The Agency entered into an Owner Participation Agreement (OPA) with
Village Green Apartments LLC (i.e., Wakeland Housing) to provide $5.8 million for the acquisition and
rehabilitation of a 94-unit apartment complex for households at or below 60% of the AMI. The project is
scheduled for completion in Augnst 2010.
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Storefront Improvement Program - Agency staff and the Project Area Committee (PAC) worked
with the City of San Diego, Economic Development Division and College Area BID to establish an Agency
Storefront Improvement Program for the Crossroads Redevelopment Project on March 2010. The Agency
provided $250,000 in initial funds for the prof,'Tam.

Appeals in the Crossroads Redevelopment Project

There are currently 76 appeal requests on record with the County for fiscal year 2009-2010 in the
Crossroads Redevelopment Project and 119 pending appeal requests for fiscal year 2008-2009, which, along
with resolved appeals not yet reflected on the assessment 1'011, the Fiscal Consultant estimates could decrease the
Crossroads Redevelopment Project Value by approximately $42.5 million or 5% of the Crossroads
Redevelopment Project assessed valuation. Based on historic success rates, the Fiscal Consultant has assumed
that the resolution of the outstanding appeals will result in a 20% reduction of the total contested value on these
parcels, on average, for the Crossroads Redevelopment Project.

For specific infoffilation regarding pending and settled appeals in the Crossroads Redevelopment
Project, see "APPENDIX A - Fiscal Consultant's Report - Section ILG."

Historic Collections in the Redevelopment Project

The following table provides historic tax receipts compared to the actual levy for the last five fiscal
years.

TABLE 18
CROSSROADS REDEVELOPMENT PROJECT

Historic Receipts to Levy (1)

Fiscal Year Ending:
I. Reported Assessed Value

Total Project Value(2)
Less Base Value

incremental Value
Tax Rate

II. Gross Tax Increment
Unitary Revenue
County Administrative Expenses
Total Computed Levy

lIl. Total Receipts
Surplus (Shortfall)
% Difference of Computed Lev/')

2004
2005

5619,109.!59
519.302,499

99.806.660
1.01080%

$ 1.008.846
o

_.~-ll,Q"m.l

s 998.623

$ ] ,207,959
$ 209,335

120.96%

2005
2006

$728,904,492
518.827,473

210.077.019
1.01020%

S 2,122,198
o

_ (17.753)
S 2.104.445

$ 2.828,739
$ 724,294

134.42%

2006 2007 2008
2007 2008 2009

$833.092.969 $911.570.995 $946.138.326
518.827A73 518,827.473 5]8.827.473

314265.496 392.743.522 427.310.853
1.00970% 1.OO950%l 1J)0930~··o

$ 3.1 73.139 S 3.964.746 $ 4.3 12.848
565 7.699 7,941

~--.ill.4 95.2 _ (28.5m _,.~Jl!t229.2

s 3.148.209 S 3.943.872 $4,281,791

$ 3,769,976 S 4,255,95] S 4,266.111
S 62],766 S 312.079 S (15.680)

119.75% 107.91% 99.63%

(3)

Source: Fiscal Consultant's Report, Appendix A.
m Fiscal Ycar 2004~2005 reflects the first year tax increment monies were collected.
(2) Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of l/l of the

initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2(10).
Actual receipts collected often exceed the amount levied due to penalties and interest collected by the Agency. The shortfall in
Fiscal Year 2008-2009 can be attributed to delinquencies and lower revenues received by the Agency from the supplemental roll
than in prior years.

As of May 10, 2010,148 parcels (6.07% of the total parcels) in the Crossroads Redevelopment Project
had a delinquency rate of 4.75% in the payment of secured fiscal year 2009-2010 property taxes to the County
Tax Collector. The fiscal consultant reviewed zip codes 92105 and 92115 which fully encompass the
Crossroads Redevelopment Project, but include areas outside of the Crossroads Redevelopment Project. As of
May 10, 2010, 1,065 residential properties had Notices of Default recorded with the County, 1,425 residential
properties were undergoing a trustee's sale, and 1,675 residential propel1ies were bank owned. Zip codes 92105
and 92115 encompass over 40,000 residential units and there are 5,589 residential units within the Crossroads
Redevelopment Project.
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Projection of Tax Revenues and Estimated Coverage

The following table details projected Tax Revenues in the Crossroads Redevelopment Project. The
projections start with fiscal year 2009-2010 and then utilize the following assumptions:

1. For purposes of the projection, fiscal year 2009-2010 is reduced to reflect actual and
expected successful appeals in the Crossroads Redevelopment Project.

2.
respectively.

Fiscal Years 2010-2011 and 2011-2012 have an assumed reduction of 6% and 4%

3. There is assumed no change to value in Fiscal Year 2012-2013, an annual increase of
I% each year thereafter through 2018-2019, and an annual increase of 2% each year thereafter.

4. A 1.00% tax rate is used for each fiscal year after 2009-2010.

TABLE 19
CROSSROADS REDEVELOPMENT PROJECT

Projection of Tax Revenues

Fiscal Year Ending
2009-10
lOID-II
2011-12
2012-I3
2013-14
2014-l5
2015-16
2016~17

2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
1029-30
2030-31
2031-32
2032~33

2033-34
2034-35
2035-36
2036-37
2037-38
2038-39
2039-40
2040-41
2041-42
2042-43
2043-44
2044-45
2045-46
2046-47
2047-48

Total Value
$832,222,837

783.574.057
753,087,488
753,087,488
760,404,264
767,794,209
775,258,052
782,796,535
790AIO,402
798,100,407
813,634,219
829.478,707
845,640,084
862,124,689
878.938.986
896,089.569
913.583.164
931,426,631
949.626,967
968.191.309
987,126,939

1.006,441,2S1
1,026,141,910
1,046,236,552
1,066,733,086
1,087,639,551
1,108,964,146
1,130,715,232
1,152,90 I ,340
1,175,531,170
1,198,613,597
1,222,157,672
1,246,172,629
1,270,667,885
1,295,653,046
1,321,137,911
1,347,132,472
1,373,646,925
1,400,691,667

Incremental Value Over
Base of $518,827.473

$313,395,364
264,746,584
234.260.0l5
234.260,015
241,576,791
248,966,736
256.430.579
263,969,062
271,582,929
279,2 72,934
294,806,746
310,651.234
326.812,611
343,297.216
360.1 11.513
377.262-<)96
394.755,691
412,599.158
430,799.494
449.363,836
468,299.466
487.613,808
507,314.437
527,409,079
547,905,613
568,812,078
590,136,673
611,887,759
634,073,867
656,703,697
679,786,124
703,330,199
727,345,156
751,840,412
776,825,573
802,310,438
828,304,999
854,819,452
881,864,194

Net Tax Increment
Revenue
$3.107,778

2,602.457
2.303.689
2.303.689
2.399.551
2.472,711
2,546.603
2,62 J.234
2.696,612
2,772,743
2,926.528
3,083,388
3.243,386
3.406,583
3,573.045
3,742,836
3,916,022
4.092,672
4.272,856
4.456,643
4,644,105
4,835,317
5.030,354
5,229,291
5.432,206
5,639,180
5,850,294
6,065,630
6,285,272
6,509,307
6,737,823
6,970,910
7,208,658
7,451,161
7,698,514
7,950,814
8,208,160
8,470,653
8,738,396

Low/Moderate Income
Housing Set-Aside Revenue

$621,556
520,491
460.738
460.738
479,910
494,542
509,321
524,247
539,322
554,549
585,306
616,678
648,677
681,317
714,609
748,567
783.204
818.534
854,571
891.329
928.821
967.063

1,006,071
1,045.858
1,086.441
1,127,836
1,170,059
1,213'\26
1.257.054
1,301.861
1,347,565
1.394,182
1,441,732
1,490,232
1,539,703
1,590,163
1,641,632
1,694,131
1.747,679

Source: Fiscal Consultant's Report, Appendix A.
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NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

General

The Naval Training Center ("NTC") Redevelopment Project covers approximately 504 acres within the
Peninsula Community Planning Area 2.5 miles northwest of downtown San Diego. The NTC Redevelopment
Project is generally bordered by Rosecrans Street, Lytton Avenue, Nimitz Boulevard, and San Diego
International AirpOl1 ("SDlA"). It is adjacent and in close proximity to the Marine Corps Training Depot and
the Fleet Anti-submarine Warfare Training Center, respectively.

The NTC Redevelopment Project was adopted pursuant to legislation (AB 2736) enacted to address the
unique issues associated with redeveloping former military installations. The Redevelopment Plan provides for
the elimination of blight through upgrading of infrastructure; new residential, office and institutional
construction; rehabilitation of historic buildings and renovation of educational buildings.

In 2000, the Redevelopment Agency entered into a Disposition and Development Agreement ("DDA")
with McMillin-NTC, LLC ("McMillin"), whereby McMillin, as master developer, is responsible for the
redevelopment of 361 acres of the Redevelopment Project, now known as "Liber1y Station;' including the
residential, educational, office, retail, hotel, and park and open space uses. Under the terms of the DDA,
McMillin also assumed responsibility for the management and maintenance of the propel1y until the
redevelopment is completed.

The mc Redevelopment Project has been developed into a pedestrian-oriented, mixed-use community
with acreage devoted to residential, educational, and recreational uses including a 9-hole golf course, office and
commercial/retail space, hotels, and a Civic, Arts and Culture Center situated within 26 buildings in the Historic
Core. The NTC Redevelopment Project is bifurcated by a boat chromel connecting to San Diego Bay. On the
east side of the boat channel uses include the Metropolitan Wastewater Depar1ment's ocean monitoring
laboratory; a Regional Public Safety Training Institute, operated hy a joint powers authority of the City of San
Diego, County of San Diego, and San Diego Community College District; the expansion of SDlA; and an area
designated for the development of one or more hotels with up to 650 rooms. The NTC Redevelopment Project
also includes 500 units of new military family housing located adjacent to the Liberty Station residential
community.

The Historic Core at N·rc is comprised of 56 buildings that are listed on the National Register of
Historic Places. The majority of the buildings have heen adaptively reused to include office space, retail space,
and the golf course. The buildings in the Civic, Arts and Cultural Center ("CACC") are to be rehabilitated and
managed by the NTC Foundation, a non-profit organization established for the purpose of rehabilitating and
operating the CACC at NTC. To date the NTC Foundation has completed the rehabilitation of seven buildings
in the CACC.

The areas of the NTC Redevelopment Project remaining to be redeveloped are the east side hotel
property which is being used as a park and fly lot on an interim basis, and 19 buildings in the Civic Arts and
Cultural Center.

The boat channel is the only remaining parcel to be conveyed from the Navy to the City. The Navy and
the Regional Water Quality Control Board are in discussions regarding the remediation of contamination in the
channel.

The Redevelopment Plan was adopted in 1997 and amended once since its Oliginal adoption. The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendtnents to the
Redevelopment Plan.
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NAVAL TRAINING CENTER REDEVELOPMENT PLAN
REDEVELOPMENT PLAN HISTORY

Original Adoption

Amendment 1

Ordinance No. Date

18405.N.S. May 13,1997

19513.N.S. July 18, 2006

Pnrpose

Establish Redevelopment Project and adopt Plan

Extend the effectiveness of the Redevelopment
Plan and the last date to receive tax increment
revenues by one year

There are no additional amendments plarmed for the NTC Redevelopment Project at this time.

Provisions of the Redevelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incurred to finance redevelopment projects. These
time limits for the NTC Redevelopment Project are set forth in the table below.

NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limit on Receipt of Tax Increment
Limitation on Use of Eminent Domain

May 13, 2035
May 13, 2024
May 13, 2050
May 13, 2050

$56,000,000
$215,000,000
May 13,2016

The Agency currently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the NTC Redevelopment Project indicated in the table above, except to repay debt to be paid
from the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and thc Redevelopment Plan, or certain refunding
debt. Immediately following thc issuance of the 201 0 Bonds, the Agency will have of bonded
indebtedness outstanding for the NTC Redevelopment Project.

Other Outstanding Obligations of the Naval Training Center Redevelopment Project

On July 26, 2007, and as amended in July, 2010, the Agency entered into two Credit Agreements with
San Diego National Bank, which provided for: 1) a $16,000,000 line of credit to the Agency, with repayment
secured by a pledge by the Agency of non-housing tax increment revenues from the NTC Redevelopment
Project; and 2) a $7,100,000 line of credit, with repayment secured by a pledge of housing tax increment
revenues from the NTC Redevelopment Project. The lines of credit each had a term of three-years and required
quarterly interest payments beginning October 5,2007. The Agency has drawn $12,211,076 from the non
housing line of credit and has used the funds to reimburse McMillin for certain public infrastructure
improvements and to provide a rehabilitation grant to the NTC Foundation for costs associated with the
rehabilitation of buildings in the CACC. The Agency has drawn $5,600,000 from the housing line of credit and
has used the funds to assist the Verbena and the El Pedregal affordable housing projects in the San Ysidro
Redevelopment Project. The Agency anticipates that the two lines of credit will be paid in full with concurrent
2010 Tax Allocation Bond issues, payable solely from non-housing and housing tax increment, respectively.

The Agency also has loans and debt to the City which is related to both CDBG and non-CDBG money.
See "THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non
CDBG Related Agency Debt to the City," herein.
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US. Department of Housing and Urban Development Loan. In 2003, the Agency entered into a
Rehabilitation Grant Agreement with the NTC Foundation to contribute $5.85 million for the rehabilitation of
six historic buildings in the NTC Civic, Arts and Cnltural Center. Funds for the Rehabilitation Grant Agreement
were provided by a $5.91 million Section 108 loan the City received from the U.S. Department of Housing and
Urban Development ("HUD") in 2004. Interest-only payments on the loan are due each February I; principal
and interest payments are due each August I. Total annual payments of principal and interest of approximately
$506,000 are paid by the Agency from Project Area tax increment revenues. The total amount of outstanding
loans as of June 30, 2009 is approximately $7.18 million, of which approximately $5.07 million is principal.
The Agency's obligation to repay the loan is subordinate to the Agency's repayment obligation with respect to
any bonds, notes, or other indebtedness issued by the Agency.

Cooperation Agreement. Pursuant to a Cooperation Agreement between the City and the Agency dated
June 26, 2000, approximately 429 acres was sold by the City to the Agency for $8.3 million for the Agency to
implement the NTC Reuse Plan and NTC Redevelopment Plan. Current interest that has accrued on the loan is
$7,267,557 as of June 30, 2010. The Agency is to pay the City on demand from available tax increment revenue
or other sources not otherwise needed to carry out the Redevelopment Plan. The Agency's obligation is
subordinate to any pledge of tax increment made in connection with any bonds or other obligations issued by the
Agency to finance the redevelopment of the Project Area. However, repayment is to be made no later than the
Project Area's time limit for the repayment of indebtedness, 2050.

Land Use in the Naval Training Center Redevelopment Project

The following table shows the land use in the NTC Redevelopment Project, based on fiscal year 2009
20 I0 assessed valuation.

TABLE 20
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net Percent of Net
Land USC(l) No. of Parcels(l) Assessed Value(2) Assessed Value

Residential Property
Single-Family Residential 349 $218,148,793 46.05%
Miscellaneous __t 0 O.O()l~O

Subtotal 350 $2 t 8.248,793 46.05~'o

Commercial Property
Office Space 22 $124.687,960 26.31%
Retail 6 27,258,719 5.75%
Hotel 2 68,725,793 14.50%
Vacant Land 23 13,666,068 2.88%
Other Uses __1 0 0.00%

Subtotal 54 $234,338,540 49.45%

Industrial Property
Factory/Manufacturing __4 $ 4.639,853 0.98%

Subtotal 4 $ 4,639,853 0.98%

Institutional Property 11 5,471,700 1.15%
Recreational Property 3 11,214,486 2.37%
Miscellaneous Use __9 1 0.00%
Total 431 $473,913,373 100.00%

Source: Fiscal Consultant's Report, Appendix A.
(I) Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY

2009-10 Assessor's Roll.
(2) Based on final FY 2009-2010 Assessor's Roll.
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Historic Assessed Valuation

The following table shows a six year history of assessed valuation in the NTC Redevelopment Project
which has a base year valuation of $0.0.

TABLE 21
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Historic Tax Increment Values

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values(l) (2)

Land $103.538.887 $181.535,185 $226,118,963 $220.996,992 $223,602,190 $215,734.612
Improvement 106,197,843 172.114.802 165.164.734 208,962.172 278,728,341 325.824.790
Personal Property ..__....__0 404.315 408.225 463.836 486.680 _-.l,~"98.348

Gross Value $209,736,730 8354,054,302 $391,691,922 $430,423,000 $502,817,211 8544,857,750
Less Exemptions iLUS4.S40J ..O..6.504,flll (7,051,1 07) 151.190.293\ (65.319.574) (69.351.17.1)
Total Secured 8196,352,190 $337,550,075 $384,640,815 $379,232,707 8437,497,687 $475,506.573

Unsecured Values(!)

Land 0 0 0 0 0 0
Improvement 0 12.832 293,173 1,598,922 7.911.209 6,225,385
Personal Property 540,989 ~-,I1.121~ ......!2.50 1.10" 43.098.283 24.148.630 24.365.536
Gross Value $ 540,989 $ 2.226.050 $ 6,794,279 $ 44.697.205 $ 32,059.839 $ 30.590.921
Less Exemptions 0 (1.715.190\ -l.U2S.ill.l ill.73.5"2061 ill.583..2.2.0 .J.U.l 10.349)
Total Unsecured $ 540,989 $ 510.860 $ 3.636,014 $ 5,961,999 $ 15,475.843 $ 17,880,572

Total Secured and Unsecured $196.893.179 $338,060,935 S388276.829 $385.194.706 $452,973,530 $493,387,145
Percentage Change in Total Value 95.24% 71.70% 14.85% ~O.79°/6 17,60%1 8.92%

Base Year Value-(3) 0 () ° 0 0 0

Incremental Value $196.893.179 8338,060,935 $388,276.829 8385.194.706 8452,973,530 $493,387,145
Percentage Change in Incremental
Value 95.24% 71.70l\u 14.85%) -0.79'),;) 17.60% 8.92%

Source: Fiscal Consultant's Report Appendix A.
(I) Assessed values as of 1/] of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).
m Based on infom1ation provided by the County of San Diego Auditor/Controller.
OJ Base value is $0.
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Largest Taxpayers in the Naval Training Center Redevelopment Project

The following table shows the largest taxpayers in the NTC Redevelopment Project based on 2009-20 I0 assessed value.

TABLE 22
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Owner(1)

Liberty Station HHG Hotel LP/City of San Diego Redevelopment Agcne/1H11

McMillin-NTC L'1nding LLC/City of San Diego Redevelopment Agl'tlCyIJIL<ijl,j
111e Vons Companies Inc/City of San Diego Redevelopment Agency(11\7i
McMillin-NTC LLC/City of San Diego Redevelopment Agencl'1151
McMillin NTC 902 LLC(S)
McMillin NTC 903/904 LLC(~}

CDC Small Business Finance Corp
McMillin NTC 193 LLC/City of San Diego Redevelopment Agcnc/1)[~1

Building 907 LLC
McMillin NTC 90 I LLC(5)
Grand Total

Land Use No. or Parcels(l)

Hotel/Motel 2
Store Building 7
Store Building I

Vacant Commercial/Store I ()
Office Building I
Office Building t
Gtliee Building 1

Store Building I
Office Building 1
omce Building ~

N/A 26

Secured Total Net
Assessed Value{2)

$68,725,793
20.159,140
11(666,000
18,246,719
16,109.800
13,573,196
IOA28,980
HU30.257
9,975,124
9 R29.l89

$196,044,298

Percent of Secured
Total Net Value

14.50%
4.25%
3.94°;0
3.85%
3.40%
2.86%
2.20'%
2.18~'o

2.10%
2.07%

41.37%

Percent of
Incremental Value(!)

13.93%
4.09%
3.7R%
3.70%
3.27%
2.75%
2.11%
2.09%
2.02%

_.l.29%
39.73%.

(5)

(6)

m

Source: Fiscal Consultant's Report, Appendix A.
(1) Includes parcels with a net assessed value equal to SO. Excludes parcels owned by public agencies based un final FY 2009-20 I0 Assessor's Roll.
(2) Based on final FY 2009-2010 Assessor's Roll.
(3j Based on ownership infonnatioll provided by the County of San Diego as of 1/1/09, parcels arc leased from the City of San Diego Redevelopment Agency
(4) As shown in the Appeals section, Lihcl1y Station HHG Hotel LP contests that the value of one of its two parcels should be reduced li'om the original valuc of 540,258,287 to 518,000,000. The appeal has

not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a ratc of 6()~'(, of thc contested value as described in the Appeals section. The reduced value is
not shown above, but has been reflected in the tax increment projections hL'rein.
The propeliies owned and/or leasc{! by the various "McMillin" entities (including entities not shown above) accollnt for a total net assessed value of $107 ,R48,399 which is equal to 22.76% of the total net
assessed value and 21.86% of the total tax increment value.
As shown in the Appeals section, MeMj1Jin~NTC L·mding LLC contests that the value of one of its seven parcels should be reduced from the original value of $11 ,795,000 (0 $5,750,000. The appeal has
not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate of 60% of the ('ontested value as described in the Appeals section. The reducL'X1 value is
not shown above, but has been reflected in the tax increment projections hL'rein.
As shown in the Appeals section, The Vons Companies Inc. contests that the value of its parcel should be reduced to $9,300,000. The appeal has not yet been resolved by the County, but DTA has
assumed the appeal is resolved in favor of the applicant at a rate of 60'};' of the contested value as described in the Appeals section. The reduced value is not shown above. but has been reOL'CtLxl in the tax
increment projections herein.
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Recent Activity

Shoreline Plaza ~ Completion of the rehabilitation of five buildings at the north end of the boat channel
for light industrial uses.

The Landing ~ Completion of the rehabilitation of nine buildings in the north end of the NTC
Redevelopment Project for commercial uses.

NTC Park~ The 46-acre community park adjacent to the boat was opened in December 2009.

Civic Arts & Culture Center ~ Seven historic buildings in the Civic Arts & Culture Center have been
rehabilitated and leased primarily to non-profit arts and community serving groups. The Agency has provided
$11.85 million to the NTC Foundation for the rehabilitation of historic buildings. The Agency is in discussions
with the NTC Foundation to provide an additional $4 million for historic rehahilitation.

Shoreline Improvements ~ In anticipation of the conveyance of the boat channel from the Navy to the
City, the Agency has hired a consultant to provide cost estimates of shoreline improvements which will be part
of an amendment to the NTC Park General Development Plan.

Liberty Station Marketplace - Liberty Station Marketplace is approximately 170,000 square feet of
retail, grocery, restaurant and office space located in NTC's historic district. Major tenants include Vons,
Trader Joe's, Starbucks, Panera Bread, Sammy's Woodfired Pizza as well as smaller retail, restaurant and office
tenants. The Agency has entered into long-tenn ground leases for the buildings in the historic core as well as
new buildings constructed on property within the Tidelands Trust. The ground leases contain provisions
regarding Pennitted Leasehold Mortgages which require that all Permitted Leasehold Mortgages have a loan to
value ("LTV") ratio not to exceed 80% at inception or modification. All modifications to Pennitted Leasehold
Mortgages require Agency approva1. McMillin is in the process of modifying its loans for the Liberty Station
Marketplace buildings which will result in a loan to value ratio in excess of 80%. McMillin has requested the
Agency's approval of the proposed modification and an amendment to the ground leases to permit an LTV ratio
in excess of 80% on tenns consistent with the modification. Without the Agency's approval of the proposed
modification and amendment to the LTV ternlS of the ground leases, there is the chance that McMillin will be in
defanlt on the Marketplace loans unless McMillin and its lenders make alternative arrangements. There is not
currently an event of defanlt under the loans. If a delimit were to occur, the Agency has the right to cure the
default. Should the Agency be unable to cure the default, then there is a risk that upon foreclosure the Pernlitted
1.easehold Mortgagee would convey the Lease for an amonnt that results in a reduction of the current assessed
value and/or the new Lessee fails to attract tenants to fill existing vacant space or retain existing tenants. See
"BONDOWNERS' RISKS ~ Development and Economic Risks," herein.

Appeals in the Naval Training Center Redevelopment Projeet

As of March 8, 2010, there were 9 unresolved requests on record with the County for the NTC
Redevelopment Project, which along with resolved appeals not yet reflected on the assessment roll, the Fiscal
Consultant estimates could decrease the NTC Redevelopment Project assessed value by $33.8 million, or 7% of
the Project Area assessed valnation. Based on historical success rates the Fiscal Consultant has assumed that the
resolution of the outstanding appeals will result in a 8% rednction of total contested residential value and 40% of
total contested non-residential value on these parcels, on average, in the NTC Redevelopment Project.

For specific infonnation about pending and settled appeals in the NTC Redevelopment Project see,
"APPENDIX A ~ FISCAL CONSULTANT'S REPORT ~ Section ILG."

Historic Collections in Redevelopment Project

The following table shows actual receipts to the levy in the NTC Rcdevelopment Project for the last six
fiscal years.
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TABLE 23
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Historic Receipts to Levy

2003 2004 200S 2006 2007 2008
Fiscal Year Ending: 2004 200S 2006 2007 2008 2009
I. Reported Assessed Value

Total Project Value(l) 5100,846,542 $196,893,179 5338,060,935 5388,276,829 5385,194,706 5452,973,530
Less Base Value 0 0 0 0 0 0

Incremental Value 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530
Tax Rate 1.11000% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II. Gross Tax Increment 1,119,397 1,990,196 3,415,092 3,920,431 3,888,541 4,571,862
Unitary Revenue 1 1 1 911 9,730 10,005
County Administrative Expenses _~fi,Ull (18,762) (29,1671 (31.615) (28,005) (41.412)
Total Computed Levy 5 LJ 11.245 5 1.97l,435 5 3,385,926 5 3,889,727 5 3,870,265 5 4,540,455

IJL Total Receipts 5 1,465,190 5 2,698,119 5 3,886,310 5 4,100,768 5 3,983,863 5 4,870,638
Surplus (Shortfall) 5 353.945 $ 726,684 $ 500,384 5 211,041 5 113,598 5 330,183
% Difference of Computed Levy 131.85% 136.86% 114.78% 105.43% 102.94% 107.27%

Source: Fiscal Consultant's Report Appendix A
(I) Based on total secured and unsecured value for the Projcct provided by the San Diego County Auditor/Controller.

The fiscal consultant sampled parcels with zip code 92106 which encompasses the Redevelopment
Project, as well as properties outside of the NTC Redevelopment Project. As of May 10, 2010, 19 parcels
(4.74% of the total parcels) in the NTC Redevelopment Project had a delinquency rate of 1.22% in the payment
of secured iiscal year 2009-2010 property taxes to the County Tax Collector. Additionally, 306 residential
properties had Notices of Default recorded with the County, 416 residential propcrties were undergoing a
trustee's sale and 396 residential properties were bank owned, The zip code encompasses more than 7,000
residential units and there are 349 residential units in the NTC Redevelopment Project.

Projection of Tax Revennes and Estimated Coverage

The following table details projected Tax Revenues in the NTC Redevelopment Project. The
projections start with fiscal year 2009-2010 and then utilize the following assumptions:

1, For purposes of the projection, iiscal year 2009-2010 is reduced to reflect actual and
expected successful appeals in the Naval Training Center Redevelopment Project.

2, Fiscal years 2010-2011 and 2011-2012 have an assumed reduction of 2% and 1%,
respectively,

3, There is assumed no change to value in Fiscal Year 2012-2013, an annual increase of
1% each year thereafter through 2018-2019, and an a1111ual increase of 2% each year thereafter.

4, A 1,00% tax ratc is used for each fiscal year after 2009-2010,
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TABLE 24
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Projection of Tax Revenues

Fiscal Year Ending
2009-10
2010-11
2011-12
2012-13
2013-14
2014~15

2015-16
2016~17

2017-\8
2018-19
20]9-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031·32
2032-33
2033-34
2034-35
2035-36
2036-37
2037-38
2038~39

2039-40
2040-4 J

2041-42
2042-43
2043-44
2044-45
2045-46
2046-47
2047-48

Total Value
$457,995,244

449,134,410
444,792,601
444,792,601
449,090,992
453,432,366
457,817,155
462,245,791
466.718.714
471,236,365
480.362.022
489.670.192
499,164,525
508,848,745
518.726.649
528,802, III
539,1179,083
549,561,594
560.253,755
57l,l59,759
582.283,884
593,630,491
605.204,030
617,009,040
629.050,150
641,332.082
653,859,653
666,637,775
679,671.460
692.965,819
706,526.064
720,357,515
734.465.594
748,855,836
763,533,882
778,505,489
793,776,528
809.352,988
825,240,977

Incremental Value Over
Base of$O

$457,995,244
449,134,410
444,792,601
444,792,601
449,090,992
453,432,366
457,817,155
462,245,791
466,718,714
471,236,365
480,362,022
489,670,192
499,164,525
508,848,745
518,726,649
528,802,111
539,079,083
549,561,594
560,253,755
571,159,759
582,283.884
593,630,491
605.204,030
617,009,040
629,050,150
641,332,082
653.859,653
666,637,775
679,671,460
692,965,819
706.526,064
720,357,515
734.465,594
748,855,836
763,533.882
778,505,489
793,776.528
809,352,988
825,240,977

Net Tax Increment
Revenue
$4,586.325

4,456,435
4,413,451
4,413,451
4,456,006
4,498,985
4,542,395
4,586,238
4,630,520
4.675,245
4,765,589
4,857,740
4.951,734
5,047,607
5,145,399
5245,146
5,346,888
5,450,665
5,556,517
5.664.486
5,774,615
5,886,947
6,001,525
6,118,394
6.237,601
6,359,192
6,483,215
6,609,719
6,738,752
6.870,366
7,004,613
7,14[,544
7281.214
7,423,678
7,568,990
7,717,209
7,868,392
8Jl22,599
8,1 79,890

Available Housing
Tax Increment Revenue

5917.265
891,287
882,690
882,690
891,201
899,797
908,479
917,248
926,104
935,049
953,118
971.548
990.347

l,Cl09,521
1,029.080
1,049,029
1,069,378
L090,133
L111.303
1,132.897
1.l54,923
1,1 77,389
1,200,305
1,223,679
1.247,520
1,271.838
1,296,643
[,321.944
1.347,750
l.374,073
1.400.923
1.428,309
1,456,243
1,484,736
ljl3,798
1,543.442
l,573,678
1,604,520
1,635.978

Source: Fiscal Consultant's Report, Appendix A

NORTH BAY REDEVELOPMENT PROJECT

General

The 1,360-acre North Bay Redevelopment Project is composed of a variety of land uses that are
designated for residential, mixed-use, high technology officelflex/R&D, light industrial, and retail development
oppOliunities along Interstate 5, Pacific Highway, Morena Boulevard, India Street, portions of Rosecrans,
Voltaire Street, and in the City's Midway/SpOlis Arena District. The North Bay Redevelopment Project is
centrally located two miles from Downtown, is adjacent to the San Diego Intemational Airport, is accessihle by
two major freeways, and has both light-rail and heavy-rail transportation for employees and freight. The NOlih
Bay Redevelopment Project is home to major high-tech employers including the Space and Naval Warfare
Systems Command (SPAWAR) and Science Applications Intemational Corporation (SAIC) and provides access
to San Diego Bay and Mission Bay,

The Redevelopment Plan was adopted in 1998 and amended once since its original adoption, The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendments to the
Redevelopment Plan,
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NORTH BAY REDEVELOPMENT PLAN
REDEVELOPMENT PLAN HISTORY

Action

Original Adoption

Amendment 3

Ordinance No. Date

185l6-N.S. May 18, 1998

19514-N.S. July I, 2006

Purpose

Establish North Bay Redevelopment Project
and adopt Plan

Extended the effective date of the plan and the
time to receive tax increment to repay
indebtedness

The Agency is starting work on the necessary studies to determine if an extension of the time limitation
of the use of eminent domain within the North Bay Redevelopment Project is warranted.

Provisions of the Redevelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incurred to finance redevelopment projects. These
time limits for the North Bay Redevelopment Project are set forth in the table below.

NORTH BAY REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limitation on Use of Eminent Domain

May 18,2029
May 18,2018
May 18, 2044
May 18,2044
$93,000,000
May 18, 2010

The Agency currently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the North Bay Redevelopment Project indicated in the table above, except to repay debt to
be paid from the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and the Redevelopment Plan, or certain refunding
debt. Immediately following the issuance of the 20 I 0 Bonds, the Agency will have $ of bonded
indebtedness outstanding for the North Bay Redevelopment Project.

Senior Lien on Tax Revenues

The Agency currently has certain outstanding bonds that have a lien on Tax Revenues to the lien
securing the Bonds, which are referenced in the definition of Tax Revenues above. Outstanding senior lien debt
includes the Agency's North Bay Redevelopment Project Tax Allocation Bonds, Series 2000, in the initial
principal amount of $13,000,000, of which $10,935,000 are outstanding the "North Bay 2000 Senior Bonds").
Under the Indenture, the Agency has covenanted not to issue any additional senior lien debt with a pledge of
housing set-aside tax increment from the North Bay Redevelopment Project prior to the pledge of Tax Revenues
under the Indenture. The Agency used approximately 25% of the proceeds of the 2000 Bonds for housing
purposes, Under the Redevelopment Law, the Agency may pay that portion of the scheduled debt service on the
2000 Bonds attributable to the proceeds of sueh bonds used for housing purposes (or a total of 25% of the debt
service on the North Bay 2000 Senior Bonds) from funds required to be deposited to the Agency's Low And
Moderate Income Housing Fund.

Other Obligations of the North Bay Redevelopment Project

On July 26, 2007, as amended in July, 2010, the Agency entered into a Credit Agreement with San
Diego National Bank, which provided for an $8,600,000 line of credit to the Agency, with repayment secured by
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a pledge by the Agency of housing tax increment revenues from the North Bay Redevelopment Project. The
line of credit had a tenn of three-years, and required quarterly interest payments beginning October 5, 2007.
The Agency has drawn $8,580,000 from the line of credit and has allocated the funds to the Los Vientos
affordable housing project in the Barrio Logan Project Area, the Village Green affordable apartment project in
the Crossroads Project Area, the Verbena affordable housing project in the San Ysidro Project Area, and the
affordable housing component of the Mercado Mixed Use project in the Barrio Logan Project Area. The
Agency anticipates that this line of credit will be paid in full with the 20 I0 Bonds.

CalHFA Loan - In 2006, the Agency entered into a $1.25 million loan agreement with the California
Housing Finance Authority. The loan accrues annual simple interest of 3% with a lump sum repayment due in
October 2016. The loan agreement is a general obligation of the Agency and the source of funds for repayment
is not limited to any particular assets of the Agency. Payment will be made from the North Bay low and
moderate income housing fund subordinate to the 2010 Bonds.

The Agency also has loans and debt to the City which is related to both CDBG and non-CDBG money.
See "THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non
CDBG Related Agency Debt to the City," herein.

Land Use in the North Bay Redevelopment Project

The following table shows the land use in the North Bay Redevelopment Project, based on fiscal year
2009-2010 assessed valuation.
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TABLE 25
NORTH BAY REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net Percent of Total
Land Use No of Parcels(l) Assessed Valuc(2) Net Assessed Value

Residential Property
Vacant Residential 22 $ 1,902,909 0.13%
SinglcMFamily Residential 161 43,546,491 3.00%
Multi-Family Residential 863 305,722,571 21.09%
Miscellaneous __3 1,304.634 0.09%

Subtotal 1.049 $ 352,476,605 24.32%,

Commercial Property
Office Space 423 $ 397,568,802 27.43%
Retail 71 94,257,563 6.50%
Vacant Land 44 12,571.159 0.87%
Other Uses ~ 294.131.926 20.29%)

Subtotal 692 $ 798,529,450 55.09%

Industrial Property
Vacant Land 44 $ 9,446.685 0.65%
Factory/Manufacturing 58 60,583,429 4.18%
WarchouseiProcessing/Storage 138 193,561,413 13.35%
Automotive Garages 33 21,689,487 1.50%
Miscellaneous __5 5.784.237 0.40%

Subtotal 278 $ 291,065,251 20.08%

Fann!Rural Land 0 $0 o.om/o
Institutional Property 8 559J)92 0.04%
Recreational Property 5 6271.109 0.43%,
Miscellaneous Use __5 673.164 O.()5(~·O

Total 2,037 $1,449,574,671 100.00%

Source: Fiscal Consultant"s Report, Appendix A.
(1) Includes parcels with a net assessed value equal to $0. Excludes parcels ov.med by public agencies and other non

taxable parcels based on final FY 2009-10 Assessor's Roll.
Based on final FY 2009-20 J0 Assessor's RolL
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Historic Assessed Valuation in the North Bay Redevelopment Project

The following table shows a six year history of assessed valuation in the North Bay Redevelopment
Project, which has a base year assessed valuation of $680,707,692.

TABLE 26
NORTH BAY REDEVELOPMENT PROJECT

Historic Assessed Valuation

Secured Values(l){2)

Land
improvement
Personal Property
Gross Value
Less Exemptions
Total Secured

Unsecured Values(2)
Land
Improvement
Personal Property
Gross Value
Less Exemptions
Total Unsecured

Total Secured and Unsecured
Percentage Change in Total Value

Base Year Value

Incremental Value
Percentage Change in Incremental Value

FV 2004-2005
Taxable Value

$ 492,695,596
475,547,876

7.704.716
$975,948.188
143.514.(58)

$ 932,434,130

o
22.705.695
79,720.1 Jl

5 102,425,806
~8]~1)

5 96,601,019

51,029,035,149
5.57%

$ 689,090,229

$ 339.944.920
18.99(\10

FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

$ 549,403,033 5 617,974,754 $ 702.101.263 $ 751,213,849 $ 780,113,852
499,381,696 591,629,188 692,373,819 720,142,632 736,200, I80

7.570.499 7.024.412 ~J714.'!.~ _._......L.6J2,343 ___.2IfO,624
51.056,355.228 SI,216,628,354 SI,402,189,514 S I,478,968,824 S I,524,034,656

(45.075.349) (49,703.804) (53.369.305) ..J!?6.856.63.91 (71.508.7~5J

sun 1.279.879 SI,167,424,550 S I,348.820.209 SI,412,112,194 SI ,452,525,87 I

0 0 0 0 0
24.565.265 32,435.833 34,432.326 42,566,948 33.082,381
80.232.756 84.987.364 78,101.791 87,019.774 87,956.'"197

S 104.798,02 I S 1I 7.423,197 S 112.534.117 S 129,586,722 S 121.038,678
._..l8.9Q,1J 461 ,.il.l.&.S.7"1Q3] ---lLlZ2,li,l'!.l ,.....lli&Q2.(89) ....ll4.997.8381
S 96,794,875 $ 105,765.494 S 105,354,303 S 120,980,033 5 106.040.840

S I. 108,074,754 S i,273. I90,044 S1,454,174.5 I2 S 1.533.092.227 S 1,558.566,71 I
7.68~,o 14.90% 14.22% 5.43% 1.66%

S 689,090,229 $685,571,70 I(3) S680,707,69i31
S 680,707,692 S 680,707,692

S 418.984.525 $ 587.618.343 S 773.466.820 S 852,384.535 $ 877.859,019
23.25'% 40.25'% 31.63% 10.20% 2.99%

Source: Fiscal Consultant's Repol1. Appendix A,
I II Assessed values as of J /1 of the initial year of each fiscal year (i.e. Ii 1/09 for FY 2009~20 10).
(~j Based on infonnation provided by the County of San Diego Auditor/Controller as indicated in "Report Val File-04 PSVVP70((;::".
OJ The base value was adjusted in FY 2002-OJ, F'{ 2006-2007. and FY 2007-2008.

61



Largest Taxpayers in the North Bay Redevelopment Project

The following table shows the ten largest taxpayers in the North Bay Redevelopment Project based on
2009-20 I0 assessed value.

TABLE 27
NORTH BAY REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Land Use
No. of

Parcels(l)
Total Secured Net
Assessed Value(2)

Percent of
Secured Total

Net Value

Percent of
Incremental

Value

Morena Vista LLC(.11
MB Hotel Ventures LLC(4)
Newport Taft Inc/Mansour

Brothers Inc (5)

Metropolitan Life Insurance Co
P S Ivanhoe LLC
Sports Arena Village LTD
Ess Prisa LLC(6j
Aladdin Parking LP
Terminal Freight Handling Co(7)
Lockheed Martin Corporation
Crand Total

Store Building 1 $59,469,794 4.JO% 6.77%
HotelfMotellRestaurant 8 42,863.347 2.96% 4.88%

HotellMotel 1 23.691.467 1.63% 2.70%
Garage/Parking Lot/Used Car Lot 13 23.565.060 1.63% 2.68%

Store Building 1 21.828.000 1.51% 2.49%
Community Shopping Center 1 20,328,361 1.40% 2.32%

Industrial Storage - Bulk 1 19.768.322 1.36% 2.25%
Garage/Parking LotfUsed Car Lot 1 17.599,691 1.21% 2.00%

IndustriallWarehouse 1 16.236,482 1.12% 1.85%
Factory/Heavy M?-.illlfacturingLQ?-I.?~!.E-ll.xt.ingLQ! _3 ~J_~ ...J91.86Q _J...05~:Q 1.74%

N/A 31 $260.643.384 17.98% 29.69%

16)

1-";

14\

Source: Fiscal Consultant's Report, Appendix A.
(l) Includes parcels with a net assessed value equal to SO. Excludes parcels owned by public agencies based on final FY 2009-10

Assessor's Roll.
Based on final FY 2009-2010 Assessor's Roll.
As shown in the Appeals section, Morena Vista LLC contested that the value of its parcel should be reduced to $35,000,000. The
appeal \\ias resolved with the County reducing the value of the parcel to $52,500,000 after the FY 2009-10 Assessor's Roll was
finalized. The reduced value is not shown above, but has been reflected in the tax increment projections herein.
As ShOV"'11 in the Appeals section, MB Hotel Ventures LLC contested the value of one parcel in FY 2007-2008 \vhich resulted in a
reduction in value of 559.000 after the FY 2009-20JO Assessor's Roll was finalized. In addition, MB Hotel Ventures LLC filed
additional appeals contesting the values of the remaining 7 parcels should be reduced from $3 U 65.121 to 521.120,730. DTA has
assumed the pending appeals are resoh'ed in favor of the applicant at a rate of90% of the contested value as described in the Appeals
section. The reduced value is not shown above. but has been reflected in the tax increment projections herein.
As shown in the Appeals section. Newport Taft Inc.lMansour Brothers Inc. contested that the value of its parcel should be reduced
from $23,691.467 to 514.2 I4.879. The appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolved
in favor of the applicant at a rate of 90%. of the contested value as described in the Appeals section. The reduced value is not shown
above, but has been reflected in the tax increment projections herein.
As shown in the Appeals section, ESS Prisa LLC contested that the value of its parcel should be reduced from 519,768,322 to
515,631,549. The appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the
applicant at a rate of 90% of the contested value as desclibed in the Appeals section. The reduced value is not shown above, but has
been reflected in the tax increment projections herein.
As shown in the Appeals section, Temlinal Freight Handling Co filed an appeal under the name Sears Holdings Corporation
contesting the value of its parcel should be reduced from S16,236,482 to $10,000,000. The appeal has not yet been resolved by the
County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate of 90% of the contested value as described in
the Appeals section. The reduced value is not shown above, but has been reflected in the tax increment projections herein.

Recent Activity

Veterans Village of San Diego - Located along the Pacific Highway Conidor, the Veterans Village of
San Diego is a $26 million rehabilitation center that will provide a place for homeless veterans to live and seek
treatment, support, employment training, and counseling. Once completed, Veterans Village will completely
replace the original 87-bed facility with a 320-bed facility and will provide state-of-the-art living and support
facilities for veterans. The projeet is being developed in three phases. Phase I and Phase II have been completed
with Phase III eurrently in construction. Phase III is scheduled to be completed in August 2010.

Mission Hills Gateway Project Washington Street Improvements - The intersection of Washington
and India Streets has strategic importance for the North Bay Redevelopment Area. The area has a prominent
location that links four neighborhoods: Mission Hills, Old Town, Little Italy and Midway/Pacific Highway.
With trolley access and a collection of popular restaurants, this area is becoming an active pedestrian
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neighborhood. Yet currently, much of the streetscape is blighted and inadequate to support pedestrian activity.
The Agency, in partnership with the City's Capital Improvement Program, will install median improvements on
Washington Street between San Diego Avenue and India Street. The new median will include: trees, shrubs,
irrigation, decorative pavers and other improvements. Completion is anticipated in summer 2010.

Morena Boulevard 'Fa~ade Improvement Project - In partnership with the City of San Diego's
Storefront Improvement Program (SIP), property and business owners along Morena Boulevard are able to
improve the facades of their properties with additional assistance from the Redevelopment Agency.

SIP provides a rebate to business or property owners as an incentive to improve storefronts consistent
with design standards for the commercial area. Property and business owners located along the Morena
Boulevard Corridor can receive additional grant funds for improving their storefronts from the Redevelopment
Agency. The Agency has recently received approval to expand the program to the entire Project Area.

LEED Recycling and Educational Center - This project will expand the Urban Corps of San Diego
County's existing facility. The LEEO Certified Recycling Education Center with a roof garden will house
education and training programs directed at conserving and protecting the environment. The facility will be open
to the community and offer classes that will teach business owners and others on how to implement a recycling
and conservation program in the workplace.

Five Points Traffic Calming Project - This project will address infrastructure needs within the Five
Points neighborhood by creating a safer environment. The improvements include pop-outs, ADA-compliant
ramps, and traffic calming studies.

Clairemont Drive Median Project - This median project will promote traffic calming and streetscape
beautification at the intersection of Clairemont Drive and Morena Boulevard.

YMCA - The Redevelopment Agency is contributing $575,000 to assist the Point Lorna YMCA in a $6
million project to expand and improve their current facility.

Appeals in the North Bay Redevelopment Project

As of March 8, 2010, there were currently 74 appeal requests on record for fiscal year 2009-201 0 with
the County for the North Bay Redevelopment Project and 11 pending appeals for fiscal year 2008-2009, which
aloug with resolved appeals not yet reflected on the assessment roll, the Fiscal Consultant estimates could
decrease the Nort.h Bay Redevelopment Project assessed value by $34.8 million, or 2.3% of Project Area
assessed valuation. Based on historical success rates the Fiscal Consultaut has assumed that the resolution of the
outstanding appeals will result in a 10% reduction of the total contested value on these parcels, on average, in
the North Bay Redevelopment Project.

For specific information about pending and settled appeals in the North Bay Redevelopment Project see,
"APPENDIX A - FISCAL CONSULTANT'S REPORT - Section II.G."

Historic Collections in the North Bay Redevelopment Project

The following tables shows actual tax receipts to the levy in the North Bay Redevelopment Project for
the last six fiscal years.
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TABLE 28
NORTH BAY REDEVELOPMENT PROJECT

Historic Receipts to Levy

2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2004 2005 2006 2007 2008 2009
I. Reported Assessed Value

Total Project Value(l) '974,771,983 ,1,029,035,149 51,\08,074,754 51,273,190,044 51,454,\74,512 51,533,092,227
Less Base Value 689,090,229 689,090,229 689,090,229 680,707,692 680,707,692 680,707,692

Incremental Value 285,681,754 339,944,920 418,984,525 592,482,352 773,466,820 852,384,535
Tax Rate(2) l.Oll77fJ/o 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II, Gross Tax Increment , 2,890,442 , 3,436,163 , 4,232,582 , 5,982,294 , 7,808,148 5 8,603,117
Unitary Revenue 2.872 2,908 2,925 4,111 17,512 18,029
County Administrative Expenses 126,101\ (27,998) (36,410) (48,1 19) (573801 (78,7451
Total Computed Levy S 2,867,213 S 3All,On , 4,199,097 S 5,938,287 , 7,768,280 , 8,542,400

IlL Total Receipts , 3,218,779 , 3,857,335 S 4,613,034 S 7,222.032 S 8,195361 $ 8,811,501
Surplus (Shortfall) 351,566 446.262 413,937 l,283,745 427,081 269,100
% Difference of Computed Levy 112.26% IlJ.08 109.86% 121.62% 105.50% 103.15%

---_._._----_.__.
Source: Fiscal Consultant's Report Appendix A.
(li Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller.
(2i Based on rates for TRA 008-256.

The fiscal consultant sampled parcels within zip code 92110, which partially encompasses Ihe North
Bay Redevelopment Project, but includes areas outside of the project area. As of May 10, 2010, 404 properties
had Notices of Default recorded with the County of San Diego, 551 residential propeliies were undergoing a
Trustee's sale, and 519 residential properties were bank owned. Zip code 92] 10 encompasses 11,000 residential
units, and there are 2,505 residential units in the North Bay Redevelopment Project.

Projection of Tax Revenues and Estimated Coverage

The following table details projected Tax Revenues in the North Bay Redevelopmenl Project. The
projections start with fiscal year 2009-2010 and then ulilize the following assumptions:

I. For purposes of the projection, fiscal year 2009-20 lOis reduced to reflect aclual and
expected successful appeals in the North Bay Redevelopment Project.

2. Fiscal Years 2010-2011 and 2011-2012 have an assumed reduction of 1%.

3. There is assumed no change to value in Fiscal Year 2012-2013, and annual increase of
I% each year from 2013-2014 through 2018-2019, and an annual increase of2% each year thereafter.

4. A 1.00% tax rate is used for each fiscal year after 2009-201 O.
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TABLE 29
NORTH BAY REDEVELOPMENT PROJECT

Projection of Tax Revenues

Fiscal Year Ending
2009~10

2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017·18
2018-19
2019~20

2020-21
2021-22
2022-23
2023-24
2024·25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031-32
2032-33
1033-34
2034·35
1035-36
2036·37
2037-]8
1038-39
2039-40
2040-41
2041-42
2042-43
2043-44

Total Value
$1,524,963,147

1,510520,306
1,496,221,894
1,496,221,894
1.510.377.322
1,524,674,305
1,539,114,257
1553,698,609
1.568,428,804
1,583.306,301
1,613,358,845
1.644,012,441
1,675.279,108
1,707,171,108
1,739,700,949
1,772,881,386
1.806.725,432
1,841246,359
l,876,457,705
1,912,373,277
1.949,007,161
1,986.373,723
2.024,487.615
2,063,363,786
2.1 03.017 ,480
2,143.464,248
2.184.719,951
2,226,800.769
2,269,723,202
2.313.504,085
2.358,160.585
2.403,710.215
2,450.170.837
2,497.560.673
2.545,898,304

Incremental Value Over
Base of $680,707,692(5)

$844,255,455
829,812.614
815,514,202
815,514,202
829,669,630
843,996,613
858,406,565
872,990,917
887,72U J2
902,598.609
932,651,153
963,304,749
994,571,416

1,026,463,416
1.058,993,257
1,092.173,694
1,126,017,740
1,160,538,667
1,195,750,013
1.231.665.585
1.268299,469
1.305.666.031
1.343.779,923
1.382,656.094
1.422.309,788
1.462,756.556
1,504,012,259
1,546,(19],077
1,589,015,510
1,632.796.393
1.677,452.893
1.723,002.523
1.769,463,145
],816,852.981
1.885.190,612

Net Tax Increment
Revenue
$8,453,888

8,233,]7]
8,091,619
8,091,619
8,231,758
8,373,298
8.516,254
8,660,639
8,806,468
8.953,755
9,251,275
9,554,746
9,864.286

10,180,016
10.502.062
10,830,548
1L165.604
1L507361
11.855.954
12.211,518
12,574.193
12.944.122
!3,321,450
13,706.324
14.098,895
14,499,318
14.907,750
15.324,350
15.749,282
16.182.713
16.624,812
17,075.754
17.535.714
18,004.873
18,483.416

Housing Tax
Increment Revenue

$1,690,778
1,646,635
1,618,324
1,618,324
1,646,352
1,674,660
1,703,251
1,732,128
1,76L294
1,790,751
1,850,255
1,910,949
1,972.857
2jJ36.003
2,100,411
2,166,110
2,233.121
2,301.472
2,371.191
2,442.304
2,514.839
2.588.824
2,664,290
1,741,265
2.819.779
2,899.864
2.981.550
3,064,870
3,149.856
3,236.543
3,324.962
3,415.151
3,507,143
3,600,975
3.696.683

Source: Fiscal Consultant's Report Appendix A.

NORTH PARK REDEVELOPMENT PROJECT

General

The North Park Redevelopment Project, encompasses 555 acres of land, and is located five miles from
downtown San Diego and adjacent to the City's Balboa Park, The North Park Redevelopment Project is
bounded by Interstate 805 to the east and Park Boulevard to the west, and stretches as far north as Adams
Avenue and as far south as Thom Street, A hub of activity, the area in which the North Park Redevelopment
Project is located is host to the City's second busiest transit interchange and is within miles of 11 other central
San Diego communities, Land uses in the North Park Redevelopment Project include commercial, residential,
retail, light manufacturing, and public right-of-way,

The objectives of the Redevelopment Plan include enhancement of the positive characteristics of the
neighborhoods and promotion of new projects within the North Park Redevelopment Project Agency activities
in the NOlih Park Redevelopment Project focus on expanding housing and employment oppOliunities, transit
and infrastructure improvements, as well as neighborhood revitalization and beantification, Current
development objectives include the revitalization of deteriorated commerciai corridors, the provision of quality
market-rate and affordable housing opportunities, and the preservation of the historic character of commercial
and residential districts,

The Redevelopment Plan was adopted in 1997 pursuant to Ordinance No, 0-18386 and has been
amended once, The following table shows the adoption and amendment history of the Redevelopment Plan,
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NORTH PARK REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN HISTORY

Action Ordinance No. Date

Original Adoption 18386-N.S. March 4,1997

Amendment I 19515-N.S. July 18, 2006

Purpose

Redevelopment Plan adoption

Extended the effectiveness of the
Redevelopment Plan and the last date to
receive tax increment revenues by one year

The Agency cunently is processing an additional amendment to the Redevelopment Plan to extend the
time limitation on its ability to exercise the power of eminent domain within the North Park Redevelopment
Project from March 2009 to March 2021, and to increase the amount of bonded indebtedness that may be
outstanding for the North Park Redevelopment Project. No assurance can be given that the processing of any
such amendment will be completed, or that the Agency will not process other amendments to the
Redevelopment Plan as may be pennitted under the Redevelopment Law.

Provisions of the Redcvelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incuned to finance redevelopment projects. These
time limits for the North Park Redevelopment Project are set forth in the table below.

NORTH PARK REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limitation on Use of Eminent Domain

March 4, 2028
March 4, 2017
March 4, 2043
March 4, 2043
$53,000,000
March 4, 2009

The Agency cunently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the North Park Redevelopment Project indicated in the table above, except to repay debt to
be paid from the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and the Redevclopment Plan, or certain refunding
debt. Immediately following the issuance of the 2010 Bonds, the Agency will have [$43,670,000] of bonded
indebtedness outstanding for the North Park Redevelopment Project. As stated above, the Agency is in the
process of amending the Redevelopment Plan to extend the time limit for the Agency to acquire property
through eminent domain to March 2021, and to increase the limit on outstanding bonded indebteduess.

Senior Lien on Tax Revenues

The Agency cunently has certain outstanding bonds that have a lien on Tax Revenues senior to the lien
securing the Bonds, which are referenced in the definition of Tax Revenues above. Outstanding senior lien debt
includes the Agency's North Park Redevelopment Project Tax Allocation Bonds, Series 2000, issued on October
25,2000 in the initial principal amonnt of $7,000,000, of which $5,890,000 is ontstanding, the Agency's North
Park Redevelopment Projcct 2003 Tax Allocation Bonds, Series A (Taxable), issued on Decemberl7, 2003 in
the initial principal amonnt of $7,145,000, of which $5,845,000 is olltstanding, the Agency's North Park
Redevelopnient Project 2003 Tax Allocation Bonds, Series B (Tax-Exempt), issued on December 17, 2003 in
the initial principal amount of $5,360,000, of which $5,360,000 is outstanding (collectively, the "Outstanding
Senior Bonds"). Under the Indenture, the Agency has covenanted not to issne any additional senior lien debt
with a pledge of housing set-aside tax increment from the North Park Redevelopment Project prior to the pledge
of Tax Revenues under the Indenture. A portion of the debt service on the Outstanding Senior Bonds is payable
from tax increment revenues fi-om the North Park Redevelopment Project to be deposited to the Low and
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Moderate Income Housing Fund of the Agency (the "Low and Moderate Income Housing Funds"), which Low
and Moderate Income Housing Funds are pledged to the payment of the Bonds, See "SECURITY FOR THE
BONDS~Senior Lien on Tax Revenues."

The Agency used approximately twenty-four and one-half percent (24.5%) of the proceeds of the 2000
Bonds for housing purposes, and the Agency used approximately forty one and one-tenth percent (4 I. I%) of the
proceeds of the 2003A Bonds for housing purposes. No proceeds of the 2003B Bonds were used for housing
purposes. Under the Redevelopment Law, the Agency may pay that portion of the scheduled debt service on the
2000 Bonds and the 2003A Bonds attributable to the proceeds of such bonds used for housing purposes (or a
total of twenty-four percent (24.0%) of the combined debt service on the Outstanding Senior Bonds) from funds
required to be deposited to the Agency's Low and Moderate Income Housing Fund. The maximum annual debt
service on the Outstanding Senior Bonds payable in the current or any future Bond Year, after deducting the
pOliion of the debt service on the Outstanding Senior Bonds that the Agency intends to pay from Low and
Moderate Income Housing Funds is $1,295,206.

Other Ohligations of the North Park Redevelopment Project

On April 13, 2004, the Agency entered into a Disposition and Development Agreement (the "DDA")
with Western Pacific Housing, Inc. (the "Developer") for the development of approximately 2.06 acres of land
(the "Site") in the Redevelopment Project. Pursuant to the DDA, the Agency is required to repay the Developer
$900,000 for costs incurred by the Developer for the constructiou and installation of certain public
improvements (the "Public Improvement Component") and $2,100,000 for costs incurred by the Developer to
provide affordable housing on the Site (the "Affordability Component"). The Developer has annulled the
$900,000 Agency obligation for the Public Improvement Component as it did not pay prevailing wage for the
improvements. Under the DDA, a calculation was required to determine if the Agency obligation for the
Affordability Component should be reduced due to profits from the sale of market rate condominiums exceeding
a set threshold. As a result of the required calculation, thc Affordability Component has been reduced to
$1,128,121, plus accrued interest from March 9,2010. The Agency made an initial payment of $113,341 in
April 2010. The Agency will use a portion of the proceeds of the Bonds to pay to the Developer the $1,030,905
balance of the Affordability Component. The Agcncy's payment obligations under the DDA are subordinate to
its obligations to rcpay the Outstanding Senior Bonds and the Bonds.

In 2009, the Agency issued its $13,930,000 Tax Allocation Bonds (the "2009 Bonds") which are
outstanding as of June 30, 2010, have an outstanding balance of $13,930,000. The 2009 Bonds are payable
from non-housing tax increment.

On July 26,2007, as amended July, 2010, thc Agency entered into a Credit Agreement with San Diego
National Bank, which provided for a $7,300,000 line of credit to the Agency, with repayment secured by a
pledge by the Agency of housing tax increment revenues from the North Park Redevelopment Project. The line
of credit had a tenn of three-years, and required quarterly interest payments beginning October 5, 2007. The
Agency has drawn the full $7,300,000 from the line of credit and has used the funds for the North Park Housing
Enhancement Loan Program; and to pay for costs related to the Los Vientos affordable housing project in the
Barrio Logan Project Area, the Boulevard Apartments affordable housing project in the North Park
Redevelopment Project, and the Verbena affordable housing project in the San Ysidro Project Area. The
Agency anticipates that this line of credit will be paid in full with the proceeds of the 2010 Bonds.

The Agency also has loans and debt to the City which is related to both CDBG and non-CDBG money,
See "THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non
CDBG Related Agency Debt to the City," herein,

Land Use in the North Park Redevelopment Project

The following table shows the land use in the North Park Redevelopment Project, based on fiscal year
2009-2010 assessed valuation.
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TABLE 30
NORTH PARK REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Land Use(1)
Residential Property

Vacant Residential
Single-Family Residential
Multi-Family Residential
Condominium
Miscellaneous

Subtotal

Commercial Property
Office Space
Retail
Vacant Land
Other Uses

Subtotal

Industrial Property
Institutional Property
Recreational Property
Miscellaneous Use
Total

No.ofParcels(l}

15
556
818

1,395
__I
2,785

378
51
32
54

515

23
21
3

-ll
3.359

Secured Total Net
Assessed Valuc(2)

$ 1,014,295
124,873,665
412,313,086
282222,203

126
$ 820,423,375

$ 172,425,234
55.411,221

7,145,531
37248.727

$ 272,230,713

6,740,320
9,636,076

537.681
1.909,471

$1,111.477,636

% of Total
Net Assessed Value

0.09%
11.23%
37.10%
25.39%
0.00%

73.81 %

15.51%
4.99%
0.64%
3.35%

24.49%

0.61%\
0.87%
0.05%
0.17%

100.00%

Source: Fiscal Consultant's Report, Appendix A.
(I) Includes parcels with a nct assessed value equal to $0. Excludes parcels o"med by public agencies based on final FY 2009-10

Assessor's Roll.
Assessed values provided by the County Assessor as of 1/ J109.
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Historic Assessed Valuation

The following table shows a six year history of assessed valuation in the North Park Redevelopment
Project which has a base year valuation of$423,55l,030.

TABLE 31
NORTH PARK REDEVELOPMENT PROJECT

Historic Assessed Valuation

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values(l) (2)

Land $328.786,859 $416.522.646 S488,002,024 S 583,794.621 S 627.803.657 $ 605.817.982
Improvement 377,598,097 411,121,443 464.133.877 543,836,646 549.805.774 543,408,736
Personal Property 1,034,585 1.345.318 1.263.087 2.284.650 ~ ..__V.i4.494 ."~",__2.083"j,11
Gross Value 5707.419.541 828.989.407 953.398.983 1,129,915,917 1,179,743,925 1,151,310,265
Less Exemptions .11],535.963) m.282.156) (14.545.386) (15.104.908) (28,172.822) __liQ,?.201r,;c9J
Total Secured $694,883,578 $815,707,251 $938,853.597 $1,114.811.009 51,151,571,066 5 I ,120.416.636

Unsecured Values(!)
Land 0 0 0 0 0 0
hnprovement 5.973,344 5.822.960 5,848.373 5,798,817 6.114.373 7.865.765
Personal Property _.JlJ)"U,,-698 ~1U.44.Q2';: 12.097.153 12.972.c1l7 12.338.763 1J J94.9()?
Gross Value $ 17,587,042 $ 16.967,625 $ 17,945,526 $ 18.770.834 5 18.453,136 $20.260,667
Less Exemptions (701,121) (655.788) ~iJ0 .._lUUO,6i5j __l1.:('I,p81 ) (1,192.506)

Total Unsecured $ 16.885.921 $ 16.311,837 $ 17.288,990 5 17.160.179 5 17,158,755 5 19.068,161

Total Secured and Unsecured 5711,769,499 $832,019.088 $956.142.587 $1.131.971.188 $1,168,729,821 $1.139,484.797
Percentage Change in Total Value ! 1.78% 16.89~'~ 14.92<}'o 18J9~/o 3.2)1% -2.50%

Base Yc,ar Value S423.551,030 $423.551.030 $423,551,030 5 423.551.030 $ 423.551.030 $ 423.551.030

Incremental Value $288,218.469 5408,468.058 $532.591.557 5 708.420.158 $ 745.178.791 $ 715.933,767
Percentage Change in Incremental Value 35.17 41.72°'0 30.39<\-0 33,01% 5.19% -3.92%

Source: Fiscal Consultant's ReporL Appendix A.
(11 Based on infommtion provided by the County of San Diego Auditor/Controller.
1)1 Base values as of 1/1 of the initial year of each fiscal year (i.e. 1/1/08 for F'r' 2008-2009).
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Largest Taxpayers in the North Park Redevelopment ProJect

The following table shows the largest taxpayers in the North Park Redevelopment Project based on
2009-2010 assessed value.

TABLE 32
NORTH PARK REDEVELOPMENT PROJECT AREAS

Top Ten Taxpayers
Fiscal Year 2009-10

Hampstead Lafayette Hotel LLC
ArboT Terrace
Rancho-Sunrise Hotel Corporation

Aml"':fican Stores Company LLC
Garfield Beach CVS LLC &

9141 San Diego CA~CM LP
Vans Companies Inc
McEwen Otay LLC &

Wiesner Carol B Trust 02-21-95
NPW 2930 LLC
Ventas Realty LP
Hamlin Family Trust 04- i 9-00
Grand Total

No.of
Land Use Parcels(l)

Hotel/Motel 1
Multi-Family Residl'Iltial 8

Store Building, Garage/Parking 5
Lot/Used Car Lot, Vacant Commercial

Grocery/Drug Store

Grocery/Drug Store
Grocery/Dtug Store

Store Building
Store Building. Vacant Commt'rcial 2

Hospital
__~.. Multj-Fal11i[YJ~.~~identi.ill ~

N/A 24

Total Secured Percent of Percent of
Net Assessed Secured Total Incremental

ValueOl Net Value Value(!)

$12,638,046 1.14% 1.77%
$10.838.240 0.98% 1.51%
$10,632,884 0.96% 1.49%

58,383.543 0.75% 1.17%

58.219,160 0.74% U5%
56.778.108 0.61% 0.95%

S6,614.700 0.60% 0.92%
56.431.100 0.58% 0.90%
$5.873.539 0.53% 0,82%
55,804,940 .0.52% ..Jl.&L%

582,214,260 7.40% 11.48%

12)

Source: Fiscal Consultant's Report Appendix A.
(Il Includes parcels \vith a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's

RoiL
Assessed values provided by the County Assessor as of 1/1/09

Recent Activity

Boulevard Apartments - The Boulevard Apartments are located at 3133-3137 EI Cajon Boulevard, on
the south side of El Cajon Boulevard between Iowa Street and llIinois Street, two blocks west of the Interstate
805 freeway. The project was completed in 2009 and provides a total of 24 affordable housing units,
approximately 2,000-square-feet of commercial space, and a 17-space parking garage on a 0.24-acre site.

The Renaissance at North Park - The Renaissance at North Park is a $32 million mixed-use
development project that provides 108 units of affordable housing, with additional eomponents consisting of
commercial space. parking, community facilities, and 24 market-rate town homes. The first phase of the project
was completed in September 2006. The final phase, 24 town homes on Kansas Street, was completed in January
2007.

La Boheme - Western Pacific Housing, a D.R. Horton Company, developed a $62 million, 224-unit
residential condominium project located south of Lincoln Avenue between 30th Street and Ohio Street. This
project includes 15,600 square feet of ground-level commercial space. Additionally, 45 of the residential units
were purchased by moderate-income households. The project was completed in October 2006.

North Park Theatre - The North Park Theatre, a cornerstone of the community since 1928, was
rehabilitated and is once again a live perfonnance venue, which reopened in October 2005. The renovation
included interior and exterior restoration, installation of state-of-the-art production facilities and a new theatre
entrance and marquee. The total cost for the theatre project was approximately $12 million.

North Park Public Parldng Garage - The $14 million North Park Public Parking Garage is a mixed
use facility providing 388 parking spaces in five levels. The stmcturc, eonveniently located in the heart of North
Park, also features nearly 15,000 square feet of retail space and supports the suecess of the North Park Theatre
Redevelopment Project. The facility was completed in Febmary 2006.
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Housing Enhancement Loan Program - The North Park Redevelopment Housing Enhancement Loan
Program (HELP) provides forgivable loans to help low- and moderate-income owner-occupants within the
North Park community repair and improve their homes.

North Park Mini-park and Streetscape Improvements - Funding in the amount of $125,000 from
the Project Area has been allocated for the design of a mini-park on Agency owned property behind the North
Park Theatre.

North Park Public Parking Garage Public Art Project The Agency formed a committee to solicit
artist submissions for artwork that will be replicated as sixteen large scale banners and installed on the parking
garage. The balmers will be installed in the fall of 20 IO.

Pathfinders of San Diego - The Agency provided $2.0 million pursuant to an Owner Participation
Agreement with Pathfinders of San Diego for the rehabilitation of a former blighted motel property for an 18
unit permanent suppOliive housing rental project on University Avenue between Villa Street and Pershing
Street. Construction is anticipated to be finished by August 2010.

Florida Street Apartments - The Agency is providing a $3.8 million residual receipts loan pursuant to
an Owner Participation Agreement with Community Housing Works for the development of an 83-unit
affordable rental project on Florida Street just south of University Avenue. Demolition of the site was finished
in May 2010. Development of the project is pending an award of9% low-income housing tax credits.

Lafayette IIotel- The Agency is providing a $2.45 million forgivable loan to the owners of the historic
Lafayette Hotel on EI Cajon Boulevard for a $4.1 million rehabilitation of the 131 room hotel. The
rehabilitation is anticipated to be complete by June 2011. The work will be done in phases, allowing the hotel to
remain open in the interim.

Commercial Property Acquisition - The Agency is in discussions with owners of a 15,000 square foot
building at 3067 University Avenue for the Agency to purchase the building and issue a request for proposals
for the redevelopment of the site. No specific timeline for this project has been established.

A market study was initiated to evaluate potential redevelopment/rehabilitation opportunities for
property on the south side of University Avenue between Grim Avenue and 31st Street.

Appeals in the North Park Redevelopment Project

As of March 8, 2010, there were cUlTently 98 appeal requests on record with the County for fiscal year
2009-2010 for the North Park Redevelopment Project and 64 pending appeals for fiscal year 2008-2009, which
along with resolved appeals not yet reflected on the assessment roll, the Fiscal Consultant estimates could
decrease the North Park Redevelopment Project assessed value by $26.5 million or 2.3% of Project Area
assessed valuation. Based on historical success rates the Fiscal Consultant has assumed that the resolution of the
outstanding appeals will result in a 14% reduction of the total contested value on these parcels, on average, in
the North Park Redevelopment Project.

For specific infonnation about pending and settled appeals in the North Park Redevelopment Project
see, "APPENDIX A - FISCAL CONSULTANT'S REPORT - Section ILG."
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Historic Collections in the Redevelopment Project

The following table shows actual receipts to the levy in the North Park Redevelopment Project for the
last six fiscal years.

TABLE 33
NORTH PARK REDEVELOPMENT PROJECT

Historic Receipts to Levy

2003 2004 2005 2006 2007 2008
Fiscal Ycal' Ending: 2004 2005 2006 2007 2008 2009
l. Reported Assessed Value

Total Project Valuel1j $636,771,272 $71 I.769,499 5832,019,088 5956.142,587 51,131,971.188 $1,168,729.821
Less Base Value 423,551,oJ0 423.551.030 423,551,030 423.551.030 423,551,030 423,551.030

Incremental Value }13.220,242 288.218,469 408,468.058 532,591,557 708,420,158 745,178,791
Tax Rate 1.01177% 1.11827% 1.11250% 1,00970% 1.00950% 1.00930%

H. Grass Tax Increment S 2.157.298 $ 3.223.061 S 4,544,207 S 5,377,577 S 7,151,501 S 7,521,090
UnitaT)! Revenue 1.594 1.614 1.623 2,755 14.881 15,334
County Administrative Expenses 114.5511 (28.136) (35.460) (43.559) i52.451) ~8.7l'il

Total Computed Levy S 2.144,341 S 3,196,538 S 4,510,370 $ 5,336,773 $ 7.113,932 $ 7.467,705

111. Total Receipts $ 2,610,446 $ 3,711,294 S 4,889,797 $ 5.860,397 S 7.930.701 S 7,671.766
Surplus (Shortfall) S 466,106 S 514.756 S 379.427 S 523,624 S 816.769 $ 204.061
% Difference of Computed Levyl2l 121.74% 116.10% 108.41% 109.81% 111.48% 102.73%,

Source: Fiscal ConsuJtanfs Repol1.
(1) Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of 1/1/ of the

initial year of each fiscal year (i.e.I/J/09 for FY 2009-2(10).
Actual receipts collected often exceed the amount levied due to penalties and interest collected by the Agency.

The fiscal consultant sampled parcels within zip code 92104, which encompasses the majority of the
North Park Redevelopment Project, but includes other areas. As of May 13, 2010, 455 residential properties had
Notices of Dcfanlt recorded with the County of San Diego, 638 residential properties were undergoing a
trustee's sale. and 833 residential properties were bank owned. There are over 22,000 residential units in zip
code 92104, and there are approximately 6,903 residential units in the North Park Redevelopment Project.

Projection of Tax Revenues and Estimated Coverage

The following table details projected Tax Revenues in the North Park Redevelopment Project. The
projections start with fiscal year 2009-2010 and then utilize the following assnmptions:

1. For purposes of the projection, fiscal year 2009-2010 is reduced to reflect actual and
expected successful appeals in the North Park Redevelopment Project.

2.
respectively.

Fiscal Years 2010-2011 and 2011-2012 have an assumed reduction of 3% and 2%

3. There is assumed no change to value in Fiscal Year 2012-2013, an annual increase of
1% each year 2013-2014 through 2018-2019, and an annual increase of2% each year thereafter.

4. A 1.00% tax rate is used for each fiscal year after 2009-2010.
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TABLE 34
NORTH PARK REDEVELOPMENT PROJECT

Projection of Tax Revennes

Fiscal Year Ending
2009-10
2010-]]
2011-12
2012-13
2013-14
2014-15
2015~16

2016-17
2017-18
2018-19
2019-20
2020·21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031-32
2032-33
2033-34
2034-35
2035-36
2036-37
2037~38

2038-39
2039-40
2040-41
204142
2042-43

Total Value
$1,109,312,600

1,075,327,724
1,049,951,604
1,049,951,604
1,060,318,260
1,070,788,583
1,081.363,610
1,092,044,387
1,l02,831.97[
1.113,727,431
lJ35.736.261
1,158,185,267
1,1 8 1,083,254
1,204,439,200
1,228,262,265
1.252.561.792
1,277,347.309
1,302.628,536
1328,415388
U54,717,977
1,381,546,617
1,408,911,831
1,436,824349
1,465.295,1 J 7
1,494,335.300
1.523,956,287
1,554,169.694
1.584,987,369
1.616,421,398
1,648,484,107
1.681,188JJ70
1,714,546,113
1.748,571.316
1,783.277,024

Incremental Value Over
Base 0[$423,551,030

5685,761,570
651,776,694
626,400,574
626,400,574
636,767,230
647,237,553
657,812,580
668,493,357
679,280,941
690,176.401
712.185.231
734,634,237
757,532.224
780,888,170
804.711,235
829,010,762
853.796,279
879.077.506
904,864,358
931,166.947
957.995.587
985,360,801

1.013.273.319
1,041,744,087
1,070,784,270
1.100,405,257
1,130,618,664
1.161.436.339
1,192.870,368
1.224,933,077
1,257,637JJ40
L290,995.083
1,325,020,286
L359,725.994

Net Tax Increment
Revenue
$6,867,512

6,467,924
6,216,700
6,216,700
6,319,330
6.422,986
6.527,679
6.633.419
6.740,216
6,848,081
7.065,968
7,288,213
7,514.903
7,746,127
7,981.976
8,222.541
8.467.918
8,718,202
8,973,492
9,233,887
9.499,491
9,770A06

10,046,740
10,328,601
10,616,099
10,909,346
11,208,459
11,513,554
11,824,751
12.142.172
12.465,941
12,796.186
13.133.035
13,476,622

Low/Moderate Income
Housing Set~Aside Revenue

51,373,502
1,293,585
1,243,340
1,243,340
1,263,866
1,284,597
1,305,536
1.326,684
1,348,043
1.369.616
1,413,194
1,457,643
1,502,981
1,549,225
1,596.395
1,644,508
1.693.584
1,743,640
1,794,698
1,846,777
1,899,898
1,954,081
2.009.348
2,065,720
2.l23,220
2,181,869
2,241.692
2,302,711
2.364,950
2.428,434
2,493.188
2,559,237
2.626.607
2.695.324

Source: Fiscal Consultant's Report, \ppendix A.

SAN YSIDRO REDEVELOPMENT PROJECT

General

The 766-acre San Ysidro Redevelopment Project was established to create a world-class gateway
between the cities of San Diego and Tijuana, The San Ysidro Redevelopment Project is within the community of
San Ysidro, which is connected to the rest of the City of San Diego by a strip of land under the San Diego Bay
and two freeways, Interstates 5 and 805, The San Ysidro Redevelopment Project is located on the United States
Mexico border where Interstates 5 and 805 merge, and it includes the area generally bounded by Del Sur
Boulevard and Caitlmess Drive to the north, East Beyer Boulevard to the east, the Tijuana River levee to the
west, and Mexico to the south, The San Ysidro Redevelopment Project consists of plimarily residential and
commercial land uses with some light industrial warehouse uses, The focus of San Ysidro Redevelopment
Project activity is the redevelopment of a vital business district, attracting new businesses to the area, and
promoting tourism.
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The Redevelopment Plan was adopted in 1996 and amended once since its original adoption. The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendments to the
Redevelopment Plan.

SAN YSIDRO REDEVELOPMENT PLAN
REDEVELOPMENT PLAN HISTORY

Action

Original Adoption

Amendment 1

Ordinance No. Date

18295-N.S. April 6, 1996

19576-N.S. July 18, 2006

Purpose

Establish San Ysidro Redevelopment Project
and adopt Plan

Extended the effectiveness of the
Redevelopment Plan and the last date to
receive tax increment revenues by one year

The Agency is preparing an additional amendment to the Redevelopment Plan to extend the time
limitation on its ability to exercise the power of eminent domain within the San Ysidro Redevelopment Project
for an additional twelve years. The proposed amendment will be presented to the City Council for adoption in
late 2010.

Provisions of the Redevelopment Law and the redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incurred to finance redevelopment projects. These
time limits for the San Ysidro Redevelopment Project arte set forth in the table below

SAN YSIDRO REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limitation on Use of Eminent Domain

April 16, 2027
April 16,2016
April 16, 2042
April 16, 2042
$75,000,000
April 16, 2008

The Agency cUlTently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the San Ysidro Redevelopment Project indicated in the table above, except to repay debt to
be paid from the Low and Moderate Income Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Agency's
obligations under Section 33413 of the Redevelopment Law and the Redevelopment Plan, or certain refunding
debt. Immediately following the issuance of the 2010 Bonds, the Agency will have of bonded
indebtedness outstanding for the San Ysidro Redevelopment Project.

Other Ohligations of the San Ysidro Redevelopment Project

The Agency has loans and debt to the City which is related to both CDBG and non-CDBG money. See
'THE REDEVELOPMENT PROJECT AREAS - CDBG Related Agency Debt to the City," and "- Non-CDBG
Related Agency Debt to the City," herein.
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Land Use in the San Ysidro Redevelopment Project

The following tables show the land use in the San Ysidro Redevelopment Project, based on fiscal year
2009-2010 assessed valuation.

TABLE 35
SAN YSIDRO REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net
Laud Use(l) No. of Parcels(1) Assessed Value("

Residential Property
Vacant Residential 121 $ 17,103,411
Single"Family Residential 296 49,612,866
Manufactured Home I 180.929
Multi-Family Residential 349 120,569,164
Miscellaneous _5 394.490

Subtotal 772 $187,860,860

Commercial Property
Office Space 75 $ 93,898,156
Retail 28 330,427,735
Vacant Land 29 9.259.858
Other Uses 31 60,079.002

Subtotal 173 $493,664,751

Industrial Property 10 2.088.741
Fann/Rural Land I 23.840
Institutional Property 12 2.110.738
Miscellaneous Use 3.816.505
Total 969 $689.565.435

Percent of
Net Assessed

Value

2.48%
7.19%
0.03%

17.48%
0.06%

27.24%

13.62%
47.92%

1.34%
8.71%

71.59%

0.30%)
0.00%
0.31%
0.55%

100.00%

(21

Source: Fiscal Consultant's Report, Appendix A.
(I) Includes parcels with a net assessed value equal to $0.

on final FY 2009-10 Assessor's Roll.
Based on final FY 2009-2010 Assessor's Roll.
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Historic Assessed Valuation

The following table shows a six year history of assessed valuation in the San Ysidro Redevelopment
Project which has a base year valuation of $200,636,959.

TABLE 36
SAN YSIDRO REDEVELOPMENT PROJECT

Historic Assessed Valuation

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008
Taxable Value Taxable Value Taxable Value Taxable Value

Secured ValuesO) (1)

Land $157,533,422 $204.199.595 5253.020268 5267,629,952
Improvement 249,709,274 286,116,018 326.702A60 339,712,959
Persona! Property 345.439 599.434 550.990 613.815
Gross Value $407.588,])5 $490,915,047 $580,273,718 5607,956,726
Less Exemptions (56,516,593) (58.098.604) (59.2]).664) (60.703.9151
Total Secured $351,071 ,542 $432.816.443 $521.060,(154 $547,252,811

Dose_cured Valm:os(2)
Land $ 0 $ 0 $ 0 $ 0
Improvement 11,367,720 11,])2.887 14.517,651 16,537.607
Personal Property ....J1,2.60.922 14.085.654 18.474.788 19,102.677
Gross Value $ 26.328.719 $ 25,218,541 $ 32.992.439 $ 35,640,284
less Exemptions (1.439.014) _ili!5.99.m (1,626,'75) ..i.L553.2.l21
Total Unsecured $ 24.889,705 $ 24.532.551 $ 31.366.164 $ 34.087.045

Total Secured and Uusc-cured 5375,961,247 $457.348.994 $552.426.218 $581,339.856
Percentage Change in Total Value 8.55% 21,65% 20.79 1% 5.23%

Base Year Value $200.636,959 $200.636,959 $200.636.959 $200.636.959

Incremental Value 5175,324.288 $256,712,035 $351,789,259 5380,702,897
Percentage Change in Incremental Value 20.3YYo 46.42% 37.04% 8.22%

------_..,,_..~,~,,~-,,--,~,-,,-'''''''''''-'''~
Source: Fiscal Consultant's Report Appendix A.
(i) Assessed values as of I iJ of the initial year of each fiscal year (i.e. 1/]/09 for FY 2009-2010).
12, Based on information provided by the County of San Diego Auditor/Controller.
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FY 2008-2009
Taxable Value

$327,176,042
475,127217

405.069
$802.708,328
(61.189.583\

$741,518,745

$ 0
16.130.120
20.231.09:?

$ 36,361,213
(\ .241.615)

$ 35.I 19.598

5776,638,343
33.59%

S200,636,959

$576,00 l,384
51.30%

FY 2009-2010
Taxable Value

5321,720,277
483,313,046

382.096
S805,415,419
(\ 13.868.9841
$691,546,435

5 0
17.377.593

__21.490",2,,8J1
5 38,868,379

(1.619.9131
$ 37.248.466

$728.794.901
-6.16%1

5200.636.959

$528.157.942
-8.31%\



Largest Taxpayers in the San Ysidro Redevelopment Project

The following table shows the largest taxpayers in the San Ysidro Redevelopment Project based on
2009-2010 assessed value.

TABLE 37
SAN YSIDRO REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Secured Total Percent of Percent of
No. of Net Assessed Secured Total Incremental

Owncr(l) Land Usc ParcelsO) Va)ue(2j Net Value Value(21

Chelsea San Diego Finance LLC(3)(4) Retail 9 S288.868,848 41.89% 54.69%
FS San Ysidro(5) Retail 5 S34.834)40 5.05<}"o 6.60%)
Border Station Partners LP Garage/Parking Lot/Used Car Lot 1 S12,750,000 1.85% 2.41%
SYG Vcnture(6) Garage/Parking Lot/Used Car Lot 3 SI2,293,383 1.78% 2.33%
Project Bay Exchange

LLC/FS San Ysidro LLC Store Building I S11,040,806 1.60% 2.09%)
Barratt American Inc. OJ Vacant Residential I SIO,083,512 1.46%. 1.91%
Border Properties LTD Retail 4 $7,706,566 1.12% 1.46%
Soral Ocotillo Inc. Hotel/Motel 2 $7,344,000 1.07% 1.39%
Prebys Conrad Trust 12-17-1982 Multi-Family Residential 2 $6,418.403 0.93% 1.22%
Ueta ofCalifornia/SYG Vcnture{6) Store Building ..l 5.490.251 0.80%• 1.04%
Grand Total NiA 29 $396,830,509 0.80% 75.13%

(4)

(2)

(5)

(6)

(3;

Source: Fiscal Consultant's Report,
(1) Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010

Assessor's Roll.
Based on final FY 2009-2010 Assessor's RoIL
Includes parcels that are leased \'0 other entities based on the FY 2009-2010 Assessor's Roll. Based on delinquency data provided
by the County, all of the FY 2009~2010 property taxes for parcels owned by Chelsea San Diego Finance LLC have been paid in
full.
As shown in the Appeals section, Chelsea San Diego Finance LLC contested the value of two parcels in FY 2008~2009 which
resulted in a reduction in value of 512,205,000 after the FY 2009-2010 Assessor's Roll was finalized. !n addition, Chelsea San
Diego Finance LLC filed an additional appeal to further reduce the value of one of the two parcels mentioned above. DTA has
assumed the appeal is resolved in favor of the applicant with a reduction of $12.703,488, \vhich equals 92~'o of the contested value
as described in the Appeals section. The reduced value is not shown above, but has been retlected in the tax increment projections
herein.
As shown in the Appeals section, FS San Ysidro LLC contests that the value of3 of its 5 parcels should he reduced by $4.324,822.
For purposes of this analysis, DTA has assumed the appeal is resolved in favor of the applicant ""'ith a reduction of $1.585,986,
which equals 92% of the contested value as described in the Appeals section. The reduced value is not shown above, but has been
reflected in the tax increment projections herein.
The parcels owned by SYG Venture and Ueta ofCalifornia/SYG Venture are within the GSA Border Reconfiguration Project and
will be removed from the project area starting in FY 2010-2011 as shown in the tax increment projections herein.
The parcel owned by Barratt American Inc. wil1 he used for affordable housing and became tax-exempt during FY 2009-2010. The
tax-exempt status for the parcel has been reflected in the tax increment projections herein.

Las Americas - The Shops at Las Americas is a premium outlet mall located just west of Interstate 5,
adjacent to the United StateslMexico border. Las Americas' owners, Chelsea San Diego Finance LLC, is the
largest taxpayer in the San Ysidro Redevelopment Project, having almost 42% of the total value. The Shops at
Las Americas consists of a 67-acre mixed use project which has the support of the city, state, and federal
govenunents in both the United States and Mexico, The Las Americas project has used innovative
public/private partnerships of international sil,'niticance. To date, over 559,000 square feet of retail space has
been developed and has an assessed value of just under $300 million. There are over 120 retail lessees in Las
Americas with triple-net leases, The Redevelopment Agency is currently working on new project proposals to
develop the remaining east and west parcels, The cast parcel is proposed to include the development of
approximately 135,000 square feet of retail space, including associated parking, The west parcel expansion is
proposed to include approximately 100,000 square of retail, including associated parking.
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Recent Activity

Proposed Second Amendment to the San Ysidro Redevelopment Plan - The Agency has
completed the necessary blight stndy, environmental secondary study, and draft Report to City Council for
the proposed San Ysidro Plan Amendment to extend the limitation on the Agency's eminent domain authority for
another 12 years.

San Ysidro Community Plan Update - The Agency approved funding for the San Ysidro Community
Plan Update to ensure consistency with the community's land use policies, infi'astructure strategy, and
redevelopment goals and objectives.

Street Light Improvement Project - The Agency completed the installation of 20 new decorative lights,
and 21 new cobra and pole attachments in the San Ysidro Redevelopment Project. An additional 16 cobra lights
and 7 pole attachment are anticipated to be installed by FY201O.

Camino de la Plaza Improvement Project -The Agency completed constmction of new sidewalks,
curbs, landscaping, fencing, and street furniture along ti,e north and south side of Camino de la Plaza betwecn
Camiones Way and San Ysidro Boulevard. The Agency entered into an agreement with the San Ysidro
Business Association ("SYBA") for SYBA to coordinate the production and installation of 109 street bauners,
facilitate the implementation of a utility art program, and create and install a cast iron grate and
commemorative bench to celebrate the completion of the Camino de la Plaza Improvement Project.

San Ysidro Health Center Rehabilitation Loan Agreement - The Agency provided a $245,000
forgivable loan to the San Ysidro Health Center to assist in constrncting off-site improvements for the Center's
expansion project.

West Camino de la Plaza Improvement Project - This improvement project will provide health and
safety related improvements, including the installation of new sidewalks, curbs, and i,'Utters between the 1-5 off
ramp and Virginia Avenue. The improvement project will also make way for an additional westbound lane to
facilitate traffic circulation.

£1 Pedregal Project - The Agency provided S3.6 million in funding assistance for the development
of a 45 unit affordable housing project on approximately 2.2-acres located at the northeast comer of West San
Ysidro Boulevard and Averil Street. The residential rental units shall be made available for households earning
hetween 30% to 60% of the area median income ("AMI"). The construction is anticipated to be completed by the
end of summer 2010.

Verbena Project - The Agency provided $6.8 million in funding assistance for the development of 80
affordable rental units on approximately 6.8-acres located at 3774 Beyer Boulevard. The residential rentalllllits
shall be made available for households eaming 30% to 60% of AMI. Constrnction is underway and slated for
completion by Sl11llmer 2011.

Las Americas Shopping Center - The Agency approved the 6th Implementation Agreement with
Intemational Gateway West for an 1OO,OOO-sf retail expansion of the existing Las Americas Shopping Center on
an approximately eight- acre site, located at the southwest comer of Camino de la Plaza and Sipes Lane.

Storefront Improvement Program - In partnership with the City's Storefront Improvement Program,
the Program will provide eligible applicants funding for facade and sign renovations.

Casa Familiar Affordable Infill Project - The Agency entered into an agreement Witil Casa Fanliliar
("Casa") for Casa to develop designs, plans, and construction documents for six model home plans for an affordable
infill project in San Ysidro, facilitate the expansion of infill affordable housing strategies and implementation of the
Affordable Housing Overlay Zone.
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Urban Corp Neighborhood Revitalization - The Agency entered into an agreement with Urban Corps
to implement various ueighborhood revitalization, housing rehabilitation, and community clean up events
throughout the year.

Appeals in the San Ysidro Redevelopment Project

As of March 8, 2010, there were currently 31 appeal requests on record with the County for fiscal year
2009-10 for the San Ysidro Redevelopment Project and 23 pending appeals for fiscal year 2008-2009, which
along with resolved appeals not yet reflected on the assessment roll, the Fiscal Consultant estimates could
decrease the San Ysidro Redevelopment Project assessed value by $28 million, or 4% of San Ysidro
Redevelopment Project assessed valuation. Based on historical success rates the Fiscal Consultant has assumed
that the resolution of the outstanding appeals will result in a 8% reduction of the total contested value on these
parcels, on average, in the San Ysidro Redevelopment Project.

For specific inforruation about pending and settled appeals in the San Ysidro Redevelopment Project
see, "APPENDIX A - FISCAL CONSULTANT'S REPORT - Section IJ.G."

Historic Collections in the Redevelopment Project

The following table shows actual receipts to the levy in the San Ysidro Redevelopment Project for the
last six fiscal years.

TABLE 38
SAN YSIDRO REDEVELOPMENT PROJECT

Historic Receipts to Levy (1)

2003 2004 2005 2006 2007
Fiscal Year Ending: 2004 2005 2006 2007 2008
I. Reported Assessed Value

Total Project Valuelll S346.340.830 5375,961,247 $457.348.994 5552.426.218 $581.339.856
Less Base Value 200,636.959 200.636,959 200,636,959 200,636,959 200.636,959

Incremental Value 145.703,871 175,324288 256,712,035 351.789.259 380.702.897
Tax Rate 1.07188% 1.01080°;0 1.0 I020°/0 1.00970% 1.OO950%l

[I. Gross Tax Increment $ 1.561.771 S 1.772.178 $ 2.593.305 $ 3.552.016 $ 3.843.196
Unitary Revenue 607 615 619 1.322 9.322
County Administrative Expenses __ (12,50ii) ~ill2,iru (21.919-1 128.6(4) (27,670)
Total Computed Levy $ 1.549.870 $ 1.756.234 $ 2.572.005 $ 3,524,734 $ 3,824,847

Ill. Total Receipts $ 1.747,607 $ 2,032,658 $ 3.256.436 $ 3,823,632 $ 3,920,010
Surplus (Shortfall) 197.737 276,423 684.43 I 298.898 95,162
% Difference of Computed Levy 112.76% 115.74 126.61% 108.48% t02.49%

2008
2009

$776.638,343
200,636,959

576.001.384
1.00930%

$ 5.813,582
9.589

~!2,.885)

$ 5.770.286

5 6.780,684
1.010,398
117.51 1\'0

Source: Fiscal Consultant's Report, Appendix A.
(I) Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller.

As of March 3, 2010, 76 parcels (8,38% of the total parcels) in the San Ysidro Redevelopment Project
had a delinquency rate of 2.98% in the payment of fiscal year 2009-2010 property taxes to the County Tax
Collector. The fiscal consultant used information from zip code 92173 which fully encompasses the San Ysidro
Redevelopment Project, but includes areas outside of the San Ysidro Redevelopment Project. Notices of
Default were recorded with the County for 463 residential properties, 720 residential properties were undergoing
a trustee's sale, and 546 residential properties were bank owned, There are over 7,500 residential units in zip
code 92173, and there are 2,900 residential units in the San Ysidro Redevelopment Project.

Projection of Tax Revenues and Estimated Coverage

The following table details projected Tax Revenues in the San Ysidro Redevelopment Project. The
projections stmi with fiscal year 2009-2010 and then utilize the following assumptions:
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1. For pUl])OSeS of the projection, fiscal year 2009-201 0 is reduced to reflect actual and
expected successful appeals in the Redevelopment Project.

2.
respectively.

Fiscal Years 2010-2011 and 2011-2012 have an assumed reduction of 6% and 4%

3. There is assumed no change to value in Fiscal Year 2012-2013, an annual increase of
I % each year through 2018-2019, and an annual increase of2% each year thereafter.

4. A 1.00% tax rate is used for each fiscal year after 2009-2010.

TABLE 39
SAN YSIDRO REDEVELOPMENT PROJECT

Projection of Tax Revenues

Fiscal Year Ending
2009~ I 0
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030~31

2031-32
2032-33
2033-34
2034-35
2035-36
2036-37
2037-38
2038-39
2039-40
2040-41
2041-42

Total Value
$696263,603

635,160,426
610,564.128
610.564.128
616,467,239
622,429,382
628.451.146
634,533, J 28
640.675,929
646,880, J 59
659,412,703
672.195.898
685,134,756
698.534.392
712,lO(l.(J20
725.936.961
740,050,641
754,446,595
769.130,467
784.108,017
799.385,1 18
814,967,761
830.862.057
847,074.239
863,610,664
880.477.818
897,682,315
915.230,902
933,130,460
951.388.010
970.010.711
989,005,866

1,008,380.924

Incremental Value Over
Base of $200,636,959

$495,626,644
445,053,838
420,457,540
420,457,540
426,360,65l
432,322,794
438,344,558
444,426,540
450,569,341
456,773,571
469.306.115
482JJ89.310
495,128,168
508A27.804
521.993.432
535.830,373
549,944,053
564,340,007
579.023,879
594,001.429
609.278,530
624,861,173
640,755.469
656,967,651
673,504,076
690.371.230
707,575,727
725.124,314
743.(J23.872
761.281,422
779,904,123
798,899,278
818,274,336

Net Tax Increment
Revenue
54,961,925
4,415,612
4,172.118
4,172.1 18
4,230,559
4,289,584
4,349.200
4,409.412
4,470.225
4.531.647
4,655,719
4,782,273
4,911.358
5.043,024
5.177,324
5,314.309
5,454Jl35
5.596.555
5,741,925
5.890.203
6.(141,446
6.195,714
6.353.068
6,513.569
6.677,279
6,844,264
7,014.588
7,188J20
7,365,525
7,546,275
7,730,640
7,918,692
8,110,505

Low/Moderate Income
I-lousing Set~Aside Revenue

$992.385
883.124
834,424
834.424
846.112
857,917
869.840
881.882
894.045
906.329
93l.!44
956,455
982,272

1,008,605
1,035,465
J ,062.862
1,090,807
l.!19.311
I,] 48,385
l,l78,041
1,208,289
1.239,143
1.270,614
1,302,714
lJ35,456
1.368.853
1,402,918
1.437.664
1,473,105
1,509,255
1,546,128
! ,583,738
1,622.101

Source: Fiscal Consultant's Report, Appendix A.
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BONDOWNERS' RISKS

The following section describes certain specific risk factors affecting the payment and security of the
2010 Bonds. The following discussion of risks is not meant to be an exhaustive list of the risks associated with
the purchase of the 2010 Bonds and does not necessarily reflect the relative importance of the various risks.
Potential investors are advised to consider the following factors along with all other information in this Official
Statement in evaluating the 2010 Bonds. There can be no assurance that other risk factors will not become
material in the future.

General

Tax Increment Revenues allocated to the Agency by the County are determined in part by the amount
by which the assessed valuation of property in the Project Area exceeds the base year assessed valuation for
such propeliy, as well as by the current rate at which property in the Project Area is taxed. The Agency itself
has no taxing power with respect to property, nor does it have the authority to affect the rate at which property is
taxed. Assessed valuation of taxable propeliy within the Project Area may be reduced by economic factors
beyond the control of the Agency (see "Reduction to Assessed Value" below) or by substantial damage,
destruction or condemnation of such property. Further, assessed valuation can be reduced as a result of actions
of the California Legislature or electorate. Such a rcduction of assessed valuations or tax rates could result in a
reduction of the Tax Revenues that secure the 2010 Bonds, which in turn could impair the ability of the Agency
to make payments ofprincipal and/or interest on the 2010 Bonds when due.

In such event, substantial delinquencies in the payment of property taxes to the County or assessment
appeals of such property taxes by the owners of taxable property within the Project Area could have an adverse
effect on the ability of the Agency to make payments of principal and/or interest on the Series 2010 Bonds when
due. See "THE REDEVELOPMENT PROJECT AREAS - Property Assessment Appeals in the Redevelopment
Projects and Other Reductions to Value" and "BONDOWNERS' RISKS - Reduction to Assessed Values"
below.

Both Article XIIIA and Article XIlIB of the California Constitution, which significantly affected the
ratc of propeliy taxation and the expenditure of tax proceeds, were adopted pursuant to California's
constitutional initiative process. From time to time, other initiative measures could be adopted by California
voters. Thc adoption of any such initiative might place limitations on the ability of public entities to increase
revenues or to increase appropriations. For a further description of Article XIIIA and Article XIIIB of the
California Constitution, see "TAX ALLOCATION FINANCING AND LIMITATIONS ON RECEIPT OF TAX
INCREMENT-Property Tax Limitations - Proposition 13" and "-Appropriation Limitations - Gann
Initiative"

To estimate the total revenues available to pay debt service on the 2010 Bonds, the Agency has made
certain assumptions with regard to the availability of Tax Revenues. The Agency believes these assumptions to
be reasonable, but to the extent Tax Revenues are less than anticipated, the total revenues available to pay dcbt
servicc on the 2010 Bonds may be less than those projected herein. See "AGGREGATE PROJECTED TAX
REVENUES AND ESTIMATED DEBT SERVICE COVERAGE" and "APPENDIX A - FISCAL
CONSULTANT REPORT."

Reduction to Assessed Values

Appeals. There are two basic types of property tax assessment appeals provided for under California
law. The first type of appeal, commonly referred to as a base year assessment appeal, involves a dispute on the
valuation assigned by the assessor immediately subsequent to an instance of a change in ownership or
completion of new construction. If a property owner believes that the valuation deternlined by the County
Assessor is in error, an appeal may be filed with the County Assessment Appeals Board during a period between
July and November of each fiscal year. If the base year value assigned by the assessor is reduced, the valuation
of the property cmIDot increase in subsequent years more than two percent mIDually unless and until another
change in ownership and/or additional new construction activity occurs.
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Proposition 8 Adjustments. The second type of appeal, commonly referred to as a Proposition 8 appeal,
can result if factors occur causing a decline in the market value of the property to a level below the property's
then current taxable value (escalated base year value). Proposition 8 allows property owners to apply for a
temporary reduction in assessed value to match the current market value. As market values increase, the
assessed property values will also increase up to the original assess value (plus the annual CPI increase, not to
exceed 2%, as required by Proposition 13). In addition, the County Assessor's office allows property owners to
file a Proposition 8 reduction request to their area appraiser between January and May of each fiscal year in
order to reduce the assessed value of their property without having to file an assessment appeal with the County
Assessment Appeals Board, otherwise known as an informal review. The County Assessor's office provides
this option to property owners in order to limit the number of assessment appeals requiring hearing dates with
the County Assessment Appeals Board. Following a review of the application by the County Assessor's Office
(the "Assessor"), the Assessor may offer to the property owner the opportunity to stipulate to a reduced
assessment, or may confirm the assessment. If no stipulation is agreed to, and the applicant elects to pursue the
appeal, the matter is brought before the Appeals Board (or, in some cases, a hearing examiner) for a hearing and
decision. The Appeals Board generally is required to determine the outcome of appeals within two years of
eaeh appeal's filing date. Any reduction in the assessment ultimately granted applies only to the year for which
application is made and during which the written application is filed. The assessed value increases to its pre
reduction level (escalated to the inflation rate of no more than two percent) following the year for which the
reduction application is filed. However, the Assessor has the power to grant a reduction not only for the year for
which application was originally made, but also for the then current year and any intervening years as well. In
practice, such a reduced assessment may and often does remain in effect beyond the year in which it is granted.

It is the current practice of the County to distribute Tax Increment Revenues to the Agency as received
based upon real property taxes levied on the annual tax roll during the then current fiscal year. The County does
not reduce the Agency's receipts of such Tax Increment Revenues on account of amounts refunded to a taxpayer
as the result of a successful appeal. Instead, the County applies any tax refunds paid to property owners in the
Project Area against the Agency's allocation of supplemental assessment revenue. While it is the County's
current practice not to apply refunds in excess of the supplemental revenue, there can be no assurance that such
practice will not be discontinued by the County in the future.

Further significant appeals to assessed values in the Project Area may be filed from time to time in the
future. The Agency cannot predict the extent of these appeals or their likelihood of success.

For more information concerning appeals to assessed values in the Project Area, see "APPENDIX A
FISCAL CONSULTANT REPORT" attached hereto.

The Fiscal Consultant reports that, in prepming the fiscal year 2009-10 assessment roll and pursuant to
Proposition 8, the County Assessor reduced the taxable value of 104,000 properties (primarily residential
properties) in the County. The total decrease in assessed valuation in the County due to Proposition 8 reductions
was $8.77 billion, or approximately 2.1 % of the 2008-09 County assessed valuation. For the fiscal year 2010
20 I 1 roll, the County Assessor estimated a county-wide reduction in net assessed value of 1% from the fiscal
year 2009-2010 roll. The County Assessor has estimated a similar connty-wide reduction in assessed value for
fiscal year 2011-12, based on historical trends.

The Proposition 8 reductions are reviewed ammally and may, as market conditions improve, restore
assessed values to their factored base year value. It is not known whether the County Assessor will continue to
grant Proposition 8 reductions to properties in the Project Area.

Reduction in Inflationary Rate. As described in greater detail herein, Article XIIIA of the California
Constitution provides that the full cash value basis of real property used in determining taxahle value may be
adjusted from year to year to reflect the inflationary rate, not to exceed a 2% increase for any given year, or may
be reduced to reflect a reduction in the consumer price index or comparable local data. This measure is
computed on a calendar year basis. The State Board of Equalization has notified assessors that the California
Consumer Price hldex to be applied to the fiscal yem· 2010-11 assessment roll is 0.99736, representing a
decrease of 0.237%. Properties whose 2010-11 assessed valuation is determined by a Proposition 8 assessment
adjustment would not he subject to the Proposition 13 annual adjustment until the County Assessor restored
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their valuation to the factored base year valuation, which would thcn reflect all annual inflation adjustments
from the time the property was originally sold or constructed. The Fiscal Consultant has projected Tax
Revenues to be received by the Agency based, among other things, upon 0.237% decrease. Should the assessed
valuation of taxable property in the Project Area decrease at the projected annual rate in excess of 0.237%, the
Agency's receipt of future Tax Revenues may be adversely affected.

The approximate Countywide change in Assessed Value for fiscal year 2009-2010 was -3%, and the
County estimates that in fiscal year 2010-2011 and 2011-2012 the change in assessed value Countywide will be
-1 % respectively.

Levy and Collection

The Agency does not have any independent power to levy and collect property taxes. Any reduction in
the tax rate or the implementation of any constitutional or legislative property tax decrease could reduce the Tax
Revenues, and accordingly, could have an adverse impact on the ability of the Agency to repay the 2010 Bonds.
Likewise, delinquencies in the payment of property taxes could have an adverse effect on the Agency's ability to
make timely debt service payments.

Parity Debt

As described in "SECURITY FOR THE 2010 BONDS - Additional Deht," the Agency may issue or
incur obligations payable from Tax Revenues on a parity with its pledge of Tax Revenues to payment of debt
service on the 2010 Bonds. The existence of and the potential for such obligations increases the risks associated
with the Agency's payment of debt service on the 2010 Bonds in the event of a decrease in the Agency's
collection of Tax Revenues.

The California State Budget and the Educational Revenne Augmentation Fund

Since Fiscal Year 1992/93, the State Legislature has authorized the reallocation of property tax revenues
from redevelopment agencies multiple times in an effort to assist the State in balancing its Gcneral Fund budget.
Each time the State reallocates property tax revenues from redcvelopment agencies, it reduces the amount of
revenues that the Agency can use in the payment of debt service on the Series 2010 Bonds. Further, Proposition
IA, which was approved by the California electorate in November 2004 and which placed restrictions in the
State Constitution on the ability of the State Legislature to reallocate property tax revenues from local agencies,
does not restrict or prevent the State Legislature from reallocating property tax revenues from redevelopment
agencies, induding the Agency. As such, no assurances can be made that the State will not make further
reallocations in property tax revenues that would reduce the amount of propeliy tax revenues to which the
Agency is entitled. The following is a list of recent actions taken by the State Legislature which reallocated
property tax revenues from redevelopment agencies:

In connection with its approval of the budget for the State for the 1992-93, 1993-94, 1994-95, 2002-03,
2003-04, and 2004-05 Fiscal Years, the State Legislature enacted legislation which, among other things,
reallocated funds from redevelopment agencies to school districts by shifting a pOliion of each agency's tax
increment, net of amounts due to other taxing agencies, to school districts for such fiscal years for deposit in the
Education Revenue Augmentation Fund ("ERAF"). The amount required to be paid by a redevelopment agency
under such legislation was apPOliioned among all of its redevelopment project areas on a collective basis, and
was not allocated separately to individual project areas. The Agency has made all previous ERAF payments as
required by applicable law.

The State budgets for 2005-06, 2006-07 and 2007-08 had no new ERAF payment requirements.
However, in connection with the State budget for Fiscal Year 2008-09, on September 30, 2008, the California
Legislature enacted AB 1389. AB 1389 required a one-time shift of $350 million from redevelopment agencies
to their respective ERAF of which the Agency would be responsible for approximately $11,500,000.

The validity of AB 1389 was challenged in litigation in the Superior Court for Sacramento County,
California Redevelopment Association et al. v. Genest et al., Case No. 34-2008-00028334-CUWM-GDS ("CRA
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v. Genest "). This case alleged, among other things, that the duties of county auditors to deposit funds received
trom redevelopment agencies in County ERAFs are inconsistent with various state and federal constitutional
provisions and are therefore unlawful and unenforceable. The lawsuit argued that the State raids of
redevelopment funds to balance the State budget are unconstitutional, violating Article XVI, Section 16 of the
California Constitution, which states that redevclopment funds can only be used to finance redevelopment
projects. The lawsuit contended that taking redevelopment funds to balance the State's budget does not qualify
as a constitutionally pennitted use of tax increment. On April 30, 2009, the Sacramento Superior Court ruled in
favor of the petitioners, holding that petitioners are entitled to declaratory and injunctive relief invalidating and
enjoining Health and Safety Code Section 33685 as provided for in AB 1389. The court stated that the
"distribution of contributions by RDAs to their county ERAFs ... can be expected to regularly result in the use
of RDA's tax increment revenues by schools and education programs unrelated to the RDA's redevelopment
projects." A judgment was signed by the Sacramento Superior Court on May 7, 2009, forbidding any of the
defendants trom taking any actions to carry out or enforce any of the payment requirements in AB 1389. The
State appealed the decision; however, on September 23, 2009, the State filed a notice of abandonment of its
appeal with the Court, so that the Superior Court judgment became final and no longer subject to appeal on that
date.

In connection with lcgislation related to the budget for the State tor Fiscal Year 2009-10, on July 24,
2009 the State Legislature adopted AB 26, which was signed by the Governor and became law on Jnly 28,2009.
AB 26 requires a S1.7 billion one-year transfer, in the aggregate, from redevelopment agencies to their
respective County Supplemental Educational Revenue Augmentation Fund CSERAF") in 2009-10, plus another
S350 million aggregate transfer in 2010-1 l. A SERAF is similar to an ERAF, except that there is an additional
requirement for the SERAF (in response, in part, to the CRA v. Genest litigation) that moneys in the SERAFs
must be used by school districts and county offices of education to serve pupils living in redevelopment areas or
in housing suppOlied by redevclopment agency funds. In October 2009, the California Redevelopment
Association (the "CRA") filed a lawsuit in the Superior Court for Sacramento County, California
Redevelopment Association et al. v. Genest et aI., Case No. 34-2009-8000359 challenging the validity of AB 26.
On May 4, 2010, a ruling was delivered denying relief to the petitioners and denying a stay on the transfer of
funds from Redevelopment Agencies to the Counties. On May 5, 2010, the CRA determined that it would
appeal the ruling. The Agency cannot detennine whether the appeal will be successful. The method for
calculating each redevelopment agency's payment and respective share of the 2009-10 and 2010-11 transfers is
similar to that in prior ERAF legislation, except that instead of using the prior year's tax increment figures for
the basis of calculation, AB 26 requires the calculation to use the tax increment figures from fiscal year 2006-07
with respect to the SERAF payment required for both 2009-10 and 20 I0-11. The Agency's 2009-10 SERAF
payment of $55,649,000 was paid on May 10, 2010 from non-housing funds on hand with the Agency. The
Agency's 2010-11 SERAF payment is estimated by the CRA to be approximately Sll,500,000, and is due by
May 10,2011.

AB 26 provides that the Agency may suspend Housing Set-Aside contributions to its Low and Moderate
Income Housing Fund tor 2009-10 or borrow Housing Set-Aside funds in the Agency's Low and Moderate
Income Housing Fund, in order to make the SERAF payments - provided the funds are repaid by June 30 of the
Fiscal Year occuning 5 years after the Fiscal Year ofthe commencement of suspension or borrowing. Agencies
that do not repay their Low and Moderate Income Housing Funds within such timeframe are required to increase
their contlibution to such Funds by an additional five percent (5%) for each unmet repayment date. If an
Agency failed to repay both SERAF amounts borrowed from the Low and Moderate Income Housing Fund by
the specified dates, the Agency's contribution to its Low and Moderate Income Housing Fund would increase to
30% of gross tax increment from the current 20%. The Agency funded the entire amount of its 2009-10 SERAF
payment from non-housing funds on May 10, 2010 and expects to fully fund the entire amount of its 2010-11
SERAF payment by the May lO, 2011 deadline.

AB 26 expressly provides that the obligation of any redevelopment agency to make the SERAF
payments for fiscal years 2009-10 and 2010-11 shall be subordinate to the lien of any pledge of collateral
securing, directly or indirectly, the payment of the principal or interest on any bonds of fhe agency including,
without limitation, bonds secured by a pledge of taxes allocated to the agency pursuant to Section 33670 of the
California Health and Safety Code. Pursuant to AB 26, under a number of circumstances (e.g., failure to pay, or
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have paid on its behalf, any SERAF payment; failure to repay when due housing set-aside amounts borrowed or
suspended, etc.), a sanction will be imposed on a redevelopment agency which would require the agency's
annual housing set-aside amount to be increased from 20% of its gross tax increment to 25% of its gross tax
increment, for the balance of the time the sanctioned redevelopment agency receives tax increment.

There can be no assurance that the State Legislature will not require similar or other diversion of tax
increment funds in future years to deal with its budget deficits, nor can there be any assurance that any
obligation to make any future payments from tax increment funds will be made subordinate to a pledge of taxes
to pay 2010 Bond debt service.

The potential impact of future legislation could be material to the Agency and its ability to repay
existing and future obligations and conduct its redevelopment activities. The Agency cannot predict whether the
State Legislature will enact additional legislation which shifts tax increment revenues away from redevelopment
agencies to the State or to schools (whether through an arrangement similar to ERAF, SERAF or by any other
arrangement), whether any future shifts in tax increment revenue would be limited or affected (such as by an
offset of amounts required to be shi fted) by pre-existing agreements between redevelopment agencies and
school districts, community college districts and county snperintendents of schools, or what impact such
legislation may have on the Tax Revenues pledged to pay debt service on the 2010 Bonds. Accordingly, the
Agency is not able to predict the effect, if any; such a shift, if enacted, would have on future Tax Revenues.

Information about the State budget and State spending is available at various State-maintained websites.
None of such websites are in any way incorporated into this Official Statement, and the Agency makes no
representation whatsoever as to the accuracy or completeness of any of the infOlmation on such websites.

Investment Risk

All funds held under the Indenture are required to be invested in Investment Securities as provided
under the Indenture. See Appendix D attached hereto for a summary of the definition of Investment Securities.
The Special Fund, into which all Tax Revenues are initially deposited, may be invested by the Agency in
Investment Securities. All investments, including the Investment Securities and those authorized by law from
time to time for investments by municipalities, contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of return than expected and loss or delayed receipt of principal. The OCCUlTence of these
events with respect to amounts held under the Indenture or the Special Fund could have a material adverse affect
on the security for the 2010 Bonds.

FUlther, the Agency cannot predict the effects on the receipt of Tax Increment Revenue if the County or
the City were to suffer significant losses in their portfolio of investments or if the County or the City were to
become insolvent or declare bankrnptcy.

Development and Economic Risks

Project development within the Project Area may be subject to unexpected delays, disrnptions and
changes. Real estate development operations may be adversely affected by changes in general economic
conditions, fluctuations in the real estate market and interest rates, unexpected increases in development costs
and by other similar factors. Further, real estate development operations within the Project Areas could be
adversely affected by futme governmental policies, including policies that restrict or control development. If
projected development in the Project Arcas is delayed or halted, the economy of the Project Areas could be
affected, potentially causing a reduction of the Tax Revenues available to repay the Series 2010 Bonds. In
addition, if there is a general decline in the economy of the Project Areas, the owners of property in the Project
Areas may be less able or willing to make timely payments of property taxes, causing a delay or stoppage of Tax
Revenues received by the Agency.

Bankrnptcy

The bankmptcy of a major assessee in any of the Project Areas could delay and/or impair the collection
of property taxes by the County with respect to properties in the bankruptcy estate. Although the Agency is not
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aware of any major property owners in the Project Areas that are in hankruptcy or threatening to declare
hankruptcy, the Agency carmot predict the effects on the collections of Tax Increment Revennes if such an event
were to occur.

Earthquake

The State, including the City, is suhject to periodic earihquake activity. There are several faults in and
near the San Diego area that pose earthquake hazards to the Project Areas. The Rose Canyon fault zone extends
from La Jolla to San Diego Bay and is considered capable of producing a large, damaging earthquake. Several
active strands of the Rose Canyon fault have been discovered in downtown San Diego. An "active" fault is a
fault that has moved within the past 10,000 years or so, and is considered capable of renewed movement. The
City requires geologic studies to investigate possihlc faulting prior to issuance of Building Permits. More
distant potential sources of damaging earthquakes are located ahout 10 miles offshore (Coronado Bank fault)
and about 25 miles northeast of the City (Elsinore Fault). Historically, coastal San Diego has experienced some
earthquake danlage as a result of distant earthquakes. The City is assigned to Seismic Zone 4, which is the same
seismic zone assigned to Los Angeles and Sarl Francisco. Also, the City is located in an area that can be subject
to tsunamis, other natural or man-made disasters or "acts of God" that could cause significant damage to taxable
property in the Project Areas. Earthquake faults and other natural conditions may change over time, potentially
increasing the risk of disasters.

If an earthquake were to substantially damage or destroy taxable propcrty within the Project Areas, the
assessed valuation of such propeliy would be reduced. Such a reduction of assessed valuations could result in a
reduction of the Tax Revenues that secure the 2010 Bonds, which in tum could impair the ability of the Agency
to make payments of principal of and/or interest on the 2010 Bonds when due.

Hazardous Substances

An additional enviromnental condition that may result in the reduction in the assessed value of property
would he the discovery of a hazardous substance that would limit the beneficial use of taxable property within
the Project Areas. In gcneral, the owners and operators of a property may be required by law to remedy
conditions of the propcrty relating to releases or threatened releases of hazardous substances. The owner or
operator may be required to remedy a bazardous suhstance condition of property whether or not the owner or
operator has anything to do with creating or handling the hazardous substance. The effect, therefore, should any
of the property within the Project Areas be affected by a hazardous substance, could be to reduce the
marketability and valuc of the property by the costs ofremedying the condition and/or other amounts.

Secondary Market

There can be no guarantee that there will be a secondary market for the 2010 Bonds, or, if a secondary
market exists, that such 2010 Bonds can be sold for any particular price. Occasionally, because of general
market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in c01ll1ection with a particular issue are suspended or terminated. Additionally,
prices of issues for which a market is being made will depend upon the then prevailing circumstances. Such
prices could be substantially different from the original purchase price.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Certificate of the Agency (the "Disclosure Certificate"), the
Agency has agreed to provide, or cause to be provided, annually certain information and notice of certain Listed
Events (as described in the Continuing Disclosure Certificate) to the Municipal Securities Rulemaking Board in
the manner prescribed by the Securities Exchange Commission (the "SEC"). The fonn of the Disclosure
Certificate is attached hereto as APPENDIX F. The Agency's covenants in the Continuing Disclosure
Certificate have heen made in order to assist the Underwriters in complying with the Rule. A failure by the
Agency to comply with any of the covenants therein is not an event of default under the Indenture.
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Beginning in March 2004, the Agency failed to comply with continning disclosure undertakings related
to 20 bond issues for each of fiscal years 2003 through 2007 due to the unavailability of the Agency's audited
financial statements. The circumstances regarding the unavailability of the Agency's audited financial
statements are described under the caption entitled "INTRODUCTION - 2006 SEC Order and Related
Actions." Each required annual report and audited financial statement was subsequently filed. Prior to March
2004, the Agency had never failed to comply with its undertakings under the Rule.

The Agency has timely filed the annual repmis and financial statements for Fiscal Year 2009 and
corresponding continuing disclosure filings were prepared and filed in a timely manner.

CERTAIN INFORMATION CONCERNING THE CITY

Ccrtain general infmmation concerning the City is included herein as Appendix B hereto. Such
information is provided for informational purposes only. Neither the General Fund nor any other fund of the
City is liable for the payment of the 201 0 Bonds or the interest thereon, nor is the taxing power of the City
pledged for the payment of the 2010 Bonds or the interest thereon.

APPROVAL OF LEGAL PROCEEDINGS

Certain legal matters are subject to the approving opinion of Best Best & Krieger LLP, Bond Counsel to
the Agency. A complete copy of the proposed fornl of Bond Counsel opinion is contained in Appendix E.
Bond Counsel, as such, undertakes no responsibility for the accuracy, completeness or faimess of this Official
Statement. Celiain legal matters will be passed upon for the Agency by Best Best & Krieger LLP, Riverside,
California, as general counsel and as disclosure counsel to the Agency.

TAX MATTERS

This advice was written to support the promotion or marketing of the 2010 Bonds. This advice is
not intended or written to be used, and may not be used, by any person or entity for the purpose of
avoiding any penalties that may be imposed on any person or entity under the U.S. Internal Revenue
Code of 1986, as amended (the "Code"). Prospective purchasers of the 2010 Bonds should seek advice
based on their particular circumstances from an independent tax advisor.

The following discussion generally describes certain aspects of the principal U.S. federal tax treatment
of U.S. persons that are beneficial owners ("Owners") of bonds who have purchased the 2010 Bonds on the
initial offering of the 2010 Bonds as capital assets within the meaning of Section 1221 of the Code. For
purposes of this discussion, a "U.S. person" means an individual who, for U.S. federal income tax purposes, is
(i) a citizen or resident of the United States, (ii) a corporation, partnership or other entity created or organized in
or under the laws of the United States or any political subdivision thereof, (iii) an estate, the income of which is
subject to U.S. federal income taxation regardless of its source of income, or (iv) a trust, if either: (A) a United
States court is able to exercise primary supervision over the administration of the trust, and one or more United
States persons have the authority to control all substantial decisions of the tmst or (B) a trust has a valid election
in effect to be treated as a United States person under the applicable treasury regulations.

This summary is based on the Code, published revenue rulings, administrative and judicial decisions,
and existing and proposed Trcasury regulations (all as of the date hercof and all of which are subject to change,
possibly with retroactive effect). This summary does not discuss all of the tax consequences that may be
relevant to an Owner in light of its particular circumstances, such as an Owner who may purchase the 201 0
Bonds in the secondary market, or to Owners subject to special mles, such as certain financial institutions,
insurance companies, tax-exempt organizations, non-U.S. persons, taxpayers who may be subject to the
altel11ative minimum tax or personal holding company provisions of the Code, or dealers in securities.
Accordingly, hefore deciding whether to purchase any 2010 Bonds, prospective purchasers should consult
their owu tax advisors regardiug the United States federal iucome tax cousequeuces, as well as tax
consequeuces uuder the laws of the auy state, local or foreign taxing jurisdictiou or uuder auy applicable
tax treaty, ofpurchasiug, holding, owing and disposing of the 2010 Bonds.
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Interest on the 2010 Bonds is not excludable from the gross income of the Owners under Section 103 of
the Code.

Payments ofInterest. Interest paid with respect to the 2010 Bonds will generally be taxable to Owners
as ordinary interest income at the time it accrues or is received, in accordance with the Owner's method of
accounting for U.S. federal income tax purposes. Owners who are cash-method taxpayers will be required to
include interest in income upon receipt of such interest payment; Owners who are accrual-method taxpayers will
be required to include interest as it accrues, without regard to when interest payments are actually received.

Disposition or Retirement of2010 Bonds. Upon the sale, exchange or other disposition of a 2010 Bond,
or upon the retirement of a 2010 Bond (including by redemption), an Owner will recognize capital gain or loss
equal to the difference, if any, between the amount realized upon the disposition or retirement (excluding any
amounts attributable to accrued but unpaid interest, which will be taxable as such) and the Owner's adjusted tax
basis in a 201 0 Bond. Any such gain or loss will be United States source gain or loss for foreign tax credit
purposes.

Defeasance o{the 2010 Bonds. Ifthe Agency defeases any 2010 Bonds, such bonds may be deemed to
be retired and "reissued" for federal income tax purposes as a result of the defeasance. In such event, the Owner
of a 2010 Bond would recognize a gain or loss on the 2010 Bond at the time of dcfeasance.

Backup Withholding. An Owner of a 201 0 Bond may, under cel1ain circumstances, be snbject to
"backup withholding" (currently the rate of this withholding tax is 28%, but may change in the future) with
respect to interest or original issue discount on the 2010 Bonds. This withholding generally applies if the Owner
of a 2010 Bond (i) fails to furnish the Trustee or other payor with its taxpayer identification number; (ii)
furnishes the Trustee or other payor an incorrect taxpayer identification number; (iii) fails to report properly
interest, dividends or other "reportable payments" as defined in the Code; or (iv) under certain circumstances,
fails to provide the Trustee or other payor with a certified statement, signed under penalty of peljury, that the
taxpayer identification number provided is its correct number and that the Owner is not subject to backup
withholding. Any amount withheld may be creditable against the Owner's U.S. federal income tax liability and
be refundable to the extent it exceeds the Owner's U.S. federal income tax liability. The amount of "reportable
payments" for each calendar year and the amount of tax withhcld, if any, with respect to payments on the 20 I0
Bonds will be rep011ed to the Owners and to the Intemal Revenue Service.

Reporting oj'Interesl Payments. Subject to certain exceptions, interest payments made to beneficiary
owners with respect to the 2010 Bonds will be reported to the IRS. Such information will be filed each year
with the IRS on Form 1099, which will reflect the name, address and Taxpayer Identification Number of the
beneficial owner. A copy of Form 1099 is reqnired to be sent to each beneficial owner of a 2010 Bond.

STATE TAX LAW STATUS

In the further opinion of Bond Counsel, interest paid with respect to the 2010 Bonds is exempt from
present Califomia personal income taxes.
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LITIGATION

At the time of delivery of and payment for the 2010 Bonds, the Agency will certify that, except as
disclosed herein, there is no action, suit, proceeding, inquiry or investigation, at law or in equity, before or by
any court, regulatory agency, public board or body, pendiug or to the knowledge of the Agency threatened (i) in
any way questioning the corporate existence of the Agency or the titles of the officers of the Agency to their
respective offices; (ii) affecting, contesting or seeking to prohibit, restrain or enjoin the issuance or delivery of
any of the 2010 Bonds, or the payment or collection of any amounts pledged or to be pledged to pay the
principal of and interest on the 2010 Bonds, or in any way contesting or affecting the validity of the purchase,
the Continuing Disclosure Cettificate, the 2010 Bonds and the Indenture (collectively, the "Agency
Documents"), the power of the Agency to execute and deliver the Agency Documents or this Official Statement
or the consummation of the transactions contemplated thereby, or contesting the exclusion of the interest on the
2010 Bonds from taxation or contesting the powers of the Agency and its authority to plcdge the Tax Revenues
to the payment of the principal of and the interest on the 2010 Bonds; (iii) which may result in any material
adverse change relating to the Agency; or (iv) contesting the completeness or accuracy of this Official Statement
or any supplement or amendment hereto or asserting that this Official Statement contained any untrue statement
of a material fact or omitted to state any material fact required to be stated therein or necessary to make the
statements herein, in the light of the circumstances under which they were made, not misleading, and there is no
basis for any action, suit, proceeding, inquiry or investigation of the nature described in clauses (i) through (iv)
of this sentence.

FINANCIAL STATEMENTS FOR FISCAL YEAR 2009

Included herein in APPENDIX C is the Agency's Annual Financial RepOlt for the fiscal year ended
June 30, 2009, which includes the Agency's audited basic financial statements as of and for the year ended June
30,2009. The Agency's basic financial statements as of June 30, 2009 and for the year then ended, included in
APPENDIX C, have been audited by Macias Gini & O'Connell LLP as stated in its report appearing in
APPENDIX C,

Macias Gini & O'Connell LLP as the independent auditors did not review this Official Statement. The
Agency did not request the consent of the independent auditors to append the Agency's financial statements to
this Official Statement. Accordingly, the independent auditors did not perform any procedures relating to any of
the information in this Official Statement.

RATINGS

Standard & Poor's Ratings Services, a division of The McGraw Hill Companies, Inc. ("S&P") and
Moody's Investor Services ("Moodys") have assigned their municipal bond ratings of "_" and "_,"
respectively to the 2010 Bonds. Such ratings renect only the views of the rating agencies and an explanation of
the significance of such rating and any rating of the Agency's outstanding obligations may be obtained from
Standard & Poor's Ratings Group, 55 Water Street, New York, New York 10041-0003 and Moody's Investor
Services, 7 World Trade Center at 250 Greenwich Street, New York, New York 10007.

There is no assurance that such rating will continue for any given period or that they will not be revised
downward or withdrawn entirely by S&P and Moodys, if in their judgment, circumstances so warrant. The
Agency and the Fiscal Agent undertake no responsibility either to notify the owners of the 2010 Bonds of any
revision or withdrawal of the rating or to oppose any such revision or withdrawal. Any such downward revision
or withdrawal of such ratings may have an adverse effect on the market price oftlle 20 I0 Bonds.

UNDERWRITING

The 2010 Bonds are being purchased by _.. _ (the "Underwriter") pursuant to a bond
purchase agreement. The Underwriters have entered into an agreement with the Authority and the Agency
whereby the Authority has agreed to purchase from the Agency and concurrently resell to the Underwriters the
2010 Bonds at a purchase price of $ , subject to celtain terms and conditions to be fulfilled by
the Agency and the City. The Underwriters have certified to the Agency that the 201 0 Bonds were re-offered to
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the general public at the prices or yields set forth on the inside front cover page of this Official Statement.
Based on such certification, the Underwriting compensation will be The offering prices
may be changed from time to time by the Underwriter.

Piper Jaffray & Co., ("Piper") has entered into an agreement (the "Distribution Agreement") with
Advisors Asset Management, Inc. ("AAM") for the distribution of certain municipal securities offerings
allocated to Piper at the original offering prices. Under the Distribution Agreement, if applicable to the Bonds,
Piper will share with AAM a portion of the fee or commission, exclusive of management fees, paid to Piper.

MISCELLANEOUS

All of the preceding summaries of the 2010 Bonds, the Indenture, other applicable legislation,
agreements and other documents are made subject to the provisions of the 20 10 Bonds and such documents,
respectively, and do not purport to be complete statements of any or all of such provisions. Reference is hereby
made to such documents on file with the Agency for further infon11ation in connection therewith.

Any statements made in this Official Statement involving matters of opinion or of estimates, whether or
not expressly stated, are set forth as such and not as representations of fact, and no representation is made that
any of the estimates will be realized.

The execution and delivery of this Official Statement by the Executive Director of the Agency has been
duly authorized by the Agency.

REDEVELOPMENT AGENCY OF THE CITY OF SAN
DIEGO

Jerry Sanders, Executive Director
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I. INTRODUCTION

The Redevelopment Agency of the City of San Diego (the "Agency") anticipates issuing a pooled
series of tax allocation bonds in the summer of2010 secured by housing tax increment revenues
from the City Heights, Crossroads, Naval Training Center, North Bay, North Park, and San Ysidro
project areas (the "Project Areas").

David Taussig & Associates, Inc. ("DTA") has prepared individual Fiscal Consultant Reports (the
"Report(s)") for the Project Areas in order to project the tax increment revenues generated by the
increase in assessed value ofreal and personal property within the Project Areas. For purposes of the
pooled housing bond issue, certain information included in the individual Reports has been
aggregated and included in this Consolidated Fiscal Consultant RepOli (the "Consolidated Report").

Section II of this Consolidated Report includes aggregate tables which swnmarize certain data
included in the project-specific Reports.

A. COMPREHENSIvE AFFORDABLE HOUSING STRATEGY COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing OppOliunity
Program in order to provide greater flexibility in financing affordable housing projects
throughout the City of San Diego. In July 2007, the Agency approved four separate non
revolving housing lines of credit with San Diego National Bank in an aggregate amount of
$34 million secured by the housing set-aside funds from four project areas: City Heights
($11 million); Naval Training Center ($7.1 million); North Bay ($8.6 million); and North
Park ($7.3 million). Ofthe $34 million, $29 million was allocated to the Affordable Housing
Opportunity Program, including North Bay's $8.6 million. To date, the Affordable Housing
Opportunity Program has provided approximately $26 million for affordable housing
projects in the North Park, San Ysidro, Barrio Logan, Crossroads, and City Heights project
areas.

Housing proceeds from the Series 2010 Bonds not needed for housing programs or developer
repayments in the Project Area will be available for projects in other project areas through
the Comprehensive Affordable Housing Collaborative Program.

B. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing a pooled taxable series oftax allocation bonds in the summer
of 20 I0 secured by housing tax increment revenues from all six Project Areas.

The proceeds ofthe pooled housing bonds are expeeted to be used for repaying bank lines of
credit and to finance a portion of the costs for low and moderate income affordable housing
projects within or of benefit to the Proj ect Areas.

Fiscal Consultant Report
City ofSan Diego Redevelopment Agency
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C. CURRENT USES OF HOUSING TAX INCREMENT REVENUES

The following items represent current uses ofannual net housing tax increment revenues that
will be senior to or on parity with the proposed Series 20 I0 Bonds.

1. EXISTING CITY HEIGHTS TAX ALLOCATION BONDS

In December 2003, tbe Agency issued Housing Set-Aside Tax Allocation
Bond Series A (Taxable) and Series B (Tax-Exempt) for the City Heights
Redevelopment Project Area in tbe amounts of $4,955,000 and $865,000,
respectively. The Series 2003 Bonds are to be repaid solely from housing
set-aside funds.

Housing set-aside funds for the City Heights Redevelopment Project Area
will be used to pay the existing Series 2003 tax allocation bonds prior to the
payment of debt service on the proposed Series 2010 Bonds.

2. EXISTING NORTH BAY TAX ALLOCATION BONDS

In 2000, the Agency issued tax allocation bonds for the North Bay
Redevelopment Project Area in the amount of $13,000,000. The current
amount outstanding for the Series 2000 bonds is $I0,935,000. The Agency
used approximately 25% of tbe proceeds of the Series 2000 bonds for
housing purposes. Under redevelopment law, the Agency may pay that
portion ofthe scheduled debt service on the Series 2000 bonds attributable to
the proceeds of such bonds used for housing purposes with housing set-aside
funds. The Agency currently pays approximately 25% of the debt service on
tbe outstanding bonds with housing set-aside frmds. The remaining 75% of
tbe debt service on the outstanding bonds is paid with non-housing revenues.

Housing set-aside funds for the North Bay Redevelopment Project Area will
be used to pay the housing portion oftbe existing Series 2000 tax allocation
bonds prior to the payment of debt service on the proposed Series 20 I0
Bonds.

3. EXISTING NORTH PARK TAX ALLOCATION BONDS

In 2000 and 2003, the Agency issued tax allocation bonds for the North Park
Redevelopment Project Area in the amounts of$7,000,000 and $12,505,000,
respectively. The current amount outstanding for the Series 2000 bonds is
$5,890,000. The Series 2003 bonds were further bifurcated into Series 2003A
(taxable) and Series 2003B (tax-exempt) bonds. The current amount
outstanding for the Series 2003A and 2003B bonds is $5,845,000 and
$5,360,000, respectively. The Agency used approximately 25% of the
proceeds of the Series 2000 bonds for housing purposes, and the Agency
used approximately 41 % of the proceeds of the Series 2003A bonds for
housing purposes. None ofthe proceeds ofthe Series 2003B bonds were used
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for housing purposes. Under redevelopment law, the Agency may pay that
portion of the scheduled debt service oil the Series 2000 bonds and Series
2003A bonds attributable to the proceeds of such bonds used for housing
purposes (or a total of24% of the combined debt service on the outstanding
bonds) with housing set-aside funds. The Agency currently pays
approximately 20% of the combined debt service on the outstanding bonds
with housing set-aside funds.

Housing set-aside funds for the North Park Redevelopment Project Area will
be used to pay the housing portion ofthe existing Series 2000 and 2003 tax
allocation bonds (up to approximately 24% of the combined debt service on
such bonds) prior to the payment ofdebt service on the proposed Series 20 I0
Bonds.
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II. AGGREGATE INFORMATION

The infonnation provided below is based on the aggregate data from each of the project-specific
Reports included herein. Please refer to each Report included herein for the project-specific data.

A. PROJECT AREAS BACKGROUND

The current limits for the Redevelopment Plan for each Project Area is shown below:

Tax
Amount of

Tax Maximum
Project Ordinance Increment

Tax
Increment Amount of

Maximum Time
Incrcment Allowed to Incur

Area Adopted [I] Collection
Collccted to

Collection Bonded
Bonded Indcbtedness

Limit
Date 121 Limit Indebtedness

City
May 11, 1992 51 Years [3] $75,400,035 $713,000,000 $160 Million

20 Years from Adoption
Heights of Plan

Crossroads May 6, 2003 45 Years [4] $16,328,736 NA $100 Million
20 Years from Adoption

i of Plan

Naval i
20 Years from County

Training May 13,1997 46 Years [5] $21,494,864 NA $56 Million
Center

Auditor Certification [6]

North Bay May 18,1998 46 Years [5] $43,189,617 NA
,

$93 Million
20 Years from Adoption

of Plan

North Park
March 4,

46 Years [5] $37,608,847 NA $53 Million
20 Years from Adoption

1997 of Plan

San Ysidro
April16,

46 Years [5] $25,172,845 NA $75 Million
20 Years from Adoption

1996 of Plan

[lJ All Project Areas except City Height.s are post AB 1290 redevelopment Project Areas.
[2] Total receipts as shown in Table 10 of respective Individual Fiscal Consultant Report (Table 9 for San Ysidro Project Area).
[3] The time limit for the repayment of indebtedness is also 51 years.
[4] The time limit for the repayment of indebtedness is also 45 years.
[5] The time limit for the repayment of indebtedness is also 46 years.
[6] Time limits commence from the date the County Auditor certifies the final day of the first fiscal year in which $100,000 in tax increment. is paid t.o t.he
Agency fi·om the Project Arca. (Sec. 33492.13(a)(2)).

B. HISTORIC TAXABLE VALUES

DTA researched historic secured and unsecured taxable values within each project area.
These values, which are based on infonnation provided by the County ofSan Diego Auditor
Controller, are shown in Table 1 below.

Fiscal Consultant Report
City ofSan Diego Redevelopment Agency

Page 4
July 9, 2010



TABLE 1
HISTORICAL TAX INCREMENT VALUES

1996 1999 "00 2001 2002 2003 2.04 2005 2006 2007 2008 2009
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010-- ------

;City Heights
ilfncremenlal Value NA 7,981,781 70,136,261 176,609,210 319,513,537 480,428,620 687,477,067 933,370,642 1,166,783.752 1,341,254,458 1,409,800,831 1,165,593,710

re"""'ge e'"0ge io "",emeo.' V"o' NA NA 778,70% 151,81% 80.92% 50,36% 43.10% 35,77% 25,01% 14.95% 5,11% -17.32%

Crossroads
i Incremental Value NA NA NA NA NA NA 99,806.660 210,077,019 314,255,496 392,743,522 427,310,853 351,364,009
Percentage Change in Incremental Value NA NA NA NA NA NA NA 110.48% 49.60% 24.97% 8,80% -17,77%

Naval Training Center
incremental Value NA NA NA NA 11,098,158 100,846.542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145

rercentage Change in Incremental Value NA NA NA NA NA 808,68% 95,24% 71.70% 14.85% -0.79% 17.60% 8.92%

North Bay
incremental Value NA 98,322,552 127,874,887 170,000,639 214,497,781 285,681.754 339,944,920 418,984.525 587,618,343 773,486.820 852,384,535 877,859,019
Percentage Change in Incremental Value NA NA 30.06% 32.94% 26.17% 33.19% 18,99% 23.25% 40.25% 31,63% 10.20% 2.99%

North Park
Incremental Value NA 37,230.642 68,871,778 109,835,528 152.590,151 213,220,242 288,218,469 408,468.058 532,591,557 708,420.158 745,178,791 715,933,76'1

Ilpercentage Change in Incremental Value NA NA 84.99% 59.48% 38.93% 39.73% 35,17% 41.72% 30.39% 33.01% 5.19% -3.92%

San Ysidro
Incremental Value 3,031,915 10,959,454 26,246,604 95,497,959 121,361,241 145.703,871 175,324,288 256,712,035 351,789,259 380.702,897 576,001,3M 528,157.942
Percentage Change in Incremental Value NA 261.47% 139.49% 263.85% 27.08% 20.06% 20.33% 46.42% 37.04% 8.22% 51.30% -8.31%

Grand Total
Incremental Value 3,031.915 154,494,429 293,129,530 551,943,336 819,060,868 1,225,681,029 1,787,664,583 2.565,673,214 3,341,325236 3,981,782,561 4,463,649,924 4,132,295.592
Percentage Change in Incremer~al Valu<J NA 4995.61% 89.73% 88.29% 48.40% 49.67% 45.83% 43.52% 30.23% 19.17% 12.10% -7.42%
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C. FISCAL YEAR 2009-2010 SECURED ASSESSED VALUE, TAX INCREMENT VALUE, &
HOUSING REVENUE

Table 2 below summarizes the total Fiscal Year 2009-2010 secured assessed value, tax
inerement value, and housing revenue for eaeh Project Area.

TABLE 2
FY 2009-2010 SECURED ASSESSED VALUE, TAX INCREMENT VALUE, & HOUSING REVENUE

!
FY09·10 FY 09·10 FY09·10

Secured Assessed Percent of Tax Increment Percent of 20% Housing Percent of
Project Area Value [1] Total Value Total Revenue Total

City Heights $2,119,344,780 31.74%l $1,165,593,710 28,21% $2,192,259 28,16%
Crossroads $833,418,454 12.48'% $351,364,009 8.50% $627,882 8.06%,
Naval Training Center $473,913,373 7.10% $493,387,145 11.94% $917,265 11.78%
North Bay $1,449,574,671 21.71% $877,859,019 21.24% $1,690,778 21.72%
North Park $1,111,477,636 16.65% $715,933,767 17.33% $1,365,238 17.53%
San Ysidro $689,565,435 10,33% $528,157,942 12,78% $992,385 12.75%

Grand Total $6,677,294,349 100.00% $4,132,295,592 100.00% $7,785,807 100.00%

[1J Based on final FY 2009-2010 County Assessor's Roll.

D. VALUES BY LAND USE TYPE

Each project area includes a combination ofland uses based on an analysis ofthe Fiscal Year
2009-2010 Assessor's roll. The breakdown by land use type for all six Project Areas is
shown in Table 3.
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TABLE 3
FY 2009·2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1] No. of Parcels I1] Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Vacant Residential 367 0 $32,264,829 0.48%

Single-Family Residential 5,694 5,724 $1,108,213,738 16.60% I
Multi-Family Residential 7,068 29,810 $2,299,524,165 34.44%

Condominium 2,273 2,273 $388,090,595 5,81%

Mobilehome 2 2 $652,000 0.01%

Manufactured Home 1 1 $180,929 0.00%

Miscellaneous 20 21 $2,314,844 0.03%

Subtotal 15,425 37,831 $3,831,241,100 57.38%

Commercial Properly (land use codes 20 through 39)

Office Space 1,502 NA $1,080,168,683 16.18%

Retail 311 NA $748,905,550 11.22%

Vacant land 236 NA $62,009,234 0.93%

Other Uses 419 NA $569,299,538 8.53%

Subtotal 2,468 NA $2,460,383,005 36.85%

industrial Property (land use codes 40 through 49) 384 NA $325,102,491 4.87%

Farm f Rural Land (land use codes 50 through 65) 1 NA $23,840 0.00%

Institutional Property (land use codes 70 through 79) 118 NA $33,397,565 0.50%

Recreational Property (land use codes 80 through 84) 14 NA $19,693,118 0.29%

Miscellaneous Use (land use codes 88 through 89 and 00) 29 NA $7,453,230 0.11%

Total 18,439 37,831 $6,677,294,349 100,00%

i[1] Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on fmal FY 2009-10 Assesssor's Roil.

[2J Based on flflal FY 2009-2010 Assessor's Roll. Land use codes provided by the County Assessor.

E. TEN MAJOR ASSESSEES

Table 4 presents the consolidated top ten assessees for all six Project Areas based on the
Fiscal Year 2009-2010 equalized roll. The table shows the assessee name/owner, Project
Area, the land use, and number of Assessor's Parcels under their ownership, the total net
assessed valuation under their ownership, the percentage of the total assessed value for all
six Project Areas represented by that owner's propeliy, and the percentage of the total
incremental value for all six Project Areas represented by the applicable owner's property.
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TABLE 4

FY 2009·2010 TOP TEN ASSESSEES

Secured Total Net Percent of Secured Percent of
Owner Project Area Land Usa No. of Parcels [1) Assessed Value [2] Total Net Value Incremental Value [2]

Chelsea San Diego Finance LLC 13, 4] San Ysidro Retail 9 $288,868,848 4.33% 6.99%
Liberty Station HHG Hotel LPfCily of San Diego Redevelopment Agency [5, 6J Naval Training Center Holel/Mole! 2 $68.725,793 1.03% 1.66%
Morena Vista lLC North Bay Store Building 1 $59,469,794 0.89% 1.44%
lakha Properties San Diego LLC Crossroads RelailNacanl Commercia! 11 $43,496,529 0.65% 1.05%
MB Hotel Ventures LLC North Bay Hotel/Molel/Restaurant 7 $36,840,993 0.55% 0.89%
FS San Ysidro LLC [7] San Ysidro Retail 5 $34,834,740 0.52% 0.84%
HG Real Estate Partners LP Crossroads Multi-Family Residential 2 $29,710,595 0,44% 0,72%
Newport Taft Inc/Mansour Brothers Inc North Bay Hotel/Motel 1 $23,691,467 0,35% 0.57%
Metropolitan Ufe Insurance Co North Bay Garage/Parking lot/Used Car Lot 13 $23,565,060 0,35% 0.57%
P S Ivanhoe LLC North Bay Store Building 1 $21,828,000 0,33% 0.53%

Grand Total NA 52 $631,031,819 9.45% 15.27%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS: $497,401,957
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS: $631,031,819
SECURED TOTAL NET ASSESSED VALUE $6,677,294,349
TOTAL TAX INCREMENT VALUE: $4,132,295,592

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE; 7.45%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE: 12.04%

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE: 9.45%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE: 15.27%

[1J Includes parcels with a net assessed value equal to $0, Excludes parcels owned by public agencies based on final FY 2009-10 Assesssor's Roll.
[2J Based on final FY 2009-2010 Assessor's Roll.
[3] Includes parcels thal are leased to other en@esbased on the FY 200",,20tO Assessor's Roll,
[4] Chelsea San Diego Finance LLC conlested the value of two parcels in FY 2008·2009 which resulled in a reduction in value of $12,205,000 afler the FY 2009-2010 Assessor's Roll was finalized. In addllkm, Chelsea San Diego Finance llC flied an additional appeal to

luther reduce the value 01 one 01 the two parcels mentioned above, DTA has assumed the appeal is resolved in favor 01 the applicant wllh a reduction of $12,703,488, which equals 92% of the contested value.

[5] Based on ownership informalion in the FY 2009-2010 Assessor's Roll, parcels are leased from the City of San Diego Redevelopment Agency.
[6J Liberty station HHG HolellP coniests that the value of one 01 its two parcels should be reduced from the originat value of 540,258,287 to $18,000,000. The appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolved in lavor 01 the

applicant at a rate 0160% 01 the contested value.
[7J FS San Ysidro LLC contests that the value of 3 of its 5 parcels sh(>utd be reduced by $4,324,822. The appeal has not yet been resolved by the County. but DTA has assumed the appeal is resolved in favor of the applicant at a rate (>f 92% of the contested value.
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F. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership of property or new
construction. They are based on the difference between the prior year value and the new
value and can represent either a positive or negative impact to the total value. They are
allocated to the Agency throughout the year and included in the ten apportionments made
each year to the Agency by the Auditor Controller. The history of supplemental tax receipts
for each Project Area is shown in Table 5.

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to later
assessment appeals result in refunds for the taxes paid based on the ol~ginal value. The
historical anl0unts of these adjustments are also shown in Table 5.

TABLE 5
ALLOCATION ADJUSTMENTS [1]

City Heights Crossroads Naval Training Center North Bay North Park San Ysidro
Total Total Total Total Total Grand Total

Year Adjustments Adjustments Total Adjustments Adjustments Adjustments Adjustments Adjustments

1998-1999 NA NA NA NA NA ($2,889.29) ($2,889.29)

1999-2000 $144,816.50 NA ($2.10) $51,517.55 $41,273.49 $40,752.90 $278,358,34

2000-2001 $429,177.76 NA $20.61 $261,897.22 $164,443.34 $319,520,94 $1,175,059.87

2001-2002 $677,328.51 NA $0,00 $305,181.65 $310,853.86 $196,165.67 $1,489,529,69

2002-2003 $1,172,718.85 NA $370,701,87 $56,919.45 $407,784.12 $219,016.48 $2,227,140.57

2003-2004 $1,248,250.60 NA $460,901.32 $364,054.77 $485,299,71 $214,740.25 $2,773.246.65

2004-2005 $2,108,155,59 $224.329.72 $751,706.27 $498,950.90 $863,785.94 $293,547.35 $4,740,475.77

2005-2006 $2,092,879,80 $759,397.48 $557,829.46 $488,553.61 $868,654.30 $728,792.49 $5,496,106.94

2006-2007 $1,297,024.31 $698.375.01 $310,254.44 $1,476,053.67 $656,772.77 $385,283.33 $4,823,763.53

2007-2008 $1,260,936.99 $452,191.61 $253,078.57 $698.853.21 $1.066,592,16 $232,266.97 $3,963,919.51

2008-2009 $237,229.06 $136,519.78 $488,818.66 $569,339.86 $468,269.05 $1,209,620.44 $3.109.796.85

{1] B<lsed on infonnation in the Agency Trust Fund Summel)', prepared by the County of San Diego Aud~or"Controiler. Includes adjustments fo, the s<'lJplemental roll, roll co"'~tions. refunds, and
deli"'1uencieslpenatties

G. HISTORICAL RECEIPTS TO LEVY

The historical percentage oftax receipts to the actual amount of taxes levied for each project
area is shown in Table 6. Please note that the total tax receipts collected often exceed the
amount levied due to collection of penalties and interest.
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TABLE 6
HISTORIC RECEIPTS TO LEVY ANALYSIS

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
.Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

City Heights
Total Computed Levy 84,226 774.121 1,946,736 3,512,452 4,955,322 6,881,617 9,348,291 11,689,222 13,470,397 14,129,880
Total Receipts 282,794 1,172,441 2,598,834 4,469,326 5,999,105 8,876,669 11,256,888 12,671,073 14,228,186 13,844,720
Surplus/(Shortfall) 198,568 398,320 652,098 956,874 1,043,783 1,995.052 1,908,598 981,851 757,789 (285,160)
% Difference of Computed Levy 335,76% 151.45% 133.50% 127.24% 121,06% 128.99% 120.42% 108.40% 105.63% 97,98%

Crossroads
Total Computed Levy NA NA NA NA NA 998,623 2.104,445 3,148,209 3,943,872 4,281.791
Total Receipts NA NA NA NA NA 1,207,959 2,828,739 3,769,976 4,255,951 4,266.111
Surplus/(Shortfali) NA NA NA NA NA 209,335 724,294 621,766 312,079 (15,680)
% Difference oi Computed Levy NA NA NA NA NA 120.96% 134.42% 119.75% 107.91% 99.63%

Naval Training Center
Totai Computed Levy NA NA NA 110.002 1.111,245 1,971,435 3,385.926 3,889,727 3,870,265 4,540,455
Total Receipts NA NA NA 489,977 1,465,190 2,698,119 3,886,310 4,100,768 3,983.863 4,870.636
Surplus/{Shortfal:) NA NA NA 379,975 353,945 726,684 500,384 211,041 113.598 330,183
% Difference of Computed Levy NA NA NA 445.43% 131.85% 136.86% 114.78% 105.43% 102.94% 107,27%

North Bay
Total Computed Levy 1.081,822 1,414.862 1,874,927 2,358,867 2,867,213 3,411,072 4,199,097 5,938,287 7,768,280 8,542,400
Totai Receipts 933.195 1,656,437 2,135,793 2,546.150 3.218,779 3,857,335 4,613,034 7.222,032 8,195,361 8,811,501
Surplus/(Shortfali} (148,627) 241.575 260.866 187.283 351.566 446,262 413,937 1.283,745 427,081 269,100
% Difference of Computed Levy 86.26% 117.07% 113.91% 107,94% 112,26% ',13.08% 109.86% 121.62% 105.50% 103.15%

North Park
Total Computed Levy 408,998 759,656 1,212,510 1,542,431 2,144,341 3,196,538 4,510,370 5,336.773 7,113,932 7,467,705
Total Receipts 445,221 912,887 1,498,177 2,078,180 2,610,448 3,711,294 4,889,797 5,880,397 7,930,701 7,671.766
Surplus/(Shortfell) 36.223 153,211 285,667 535,750 466,106 514,756 379,427 523,624 816,769 204.G61
% Difference of Computed Levy 108.86% 120,17% 123.56% 134.73% 121.74% 116.10% 108.41% 109_81% 111.48% 102.73%

Sen Ysidro
Total Computed Levy 113,476 276,309 1,019.681 1,287,258 1,549,870 L756.234 2.572,005 3.524.734 3,824,847 5,770,286
Total Receipts 150,714 592,067 1,370.428 1,498,609 1,747,607 2.032.658 3.256,436 3.823.632 3,920,010 6,780,684
Surplus/(Shortfall) 37,238 315,758 350,747 211,351 197,737 276,423 684,431 298,898 95.162 1,010.398
% Difference of Computed Levy 132,82% 214,28% 134.40% 118.42% 112,76% 115.74% 126.61% 108.48% 102.49% 117.51%

Grand Total
Total Computed Levy 1,688,523 3,224,947 6.053.854 8.811.010 12,627.990 18,215,520 28,120,134 33,526,954 39,991,593 44,732,517
Total Receipts 1.811,924 4,333.812 7,603,232 11.082,243 15,041,127 22,384,033 30,731,205 37,447,878 42,514,071 46,245,419
Surplusl{Shortfa!I} 123,401 1.108,865 1.549,377 2.271.233 2,413,137 4,168,513 4,611.071 3,920,925 2,522,478 1,512,903
% Difference of Comouted Lew 107.31% 134.38% 125.59% 125.78% 119.11% 122,88% 117,65% 111.69% 106.31% 103.38%

H. ASSESSMENT ApPEALS

As discussed in more detail in each of the six Reports, DTA researched the pending and
recently resolved assessment appeals to detennine how tax refunds as a result of appeals
might reduce the tax increment received by the Agency from the Project Areas.

During Fiscal Year 2006-2007, a total of 31 appeals with an assessed value of $26,143,667
were filed for properties within the six Project Areas as shown in Table 7. Eight appeals
were resolved with no change in value. The remaining 23 appeals with a total Fiscal Year
2006-2007 assessed value of $22,796,199 were resolved with a total reduction in value of
$7,499,299 for Fiscal Year 2006-2007, a 32.90% decline.

Land Use/Applicant Name

Pending Appeals
Resoived Appeals Prior to Final FY 2009-201 0 Assessor Roil
Resolved Appeals Alter Final FY200s-2010 Assessor Roil
Total FY2006-2007 Pending and Resolved Appeals

TABLE 7
FY 2006·2007 ASSESSMENT APPEALS

Number of

Pending Percentage
Number Appeals Applicants Resolved I Change of

Number of of Prop 8 Included in Assessed Opinion of Pending JmpacWalue Assessed
Appeals Appeals Analysis Value Value Value Change Value

0 0 0 $0 $0 $0 $0 0,00%
30 13 NA $24,693,667 $14.174,596 $17,344,368 -$7,349,299 -29.76%

1 1 NA $1,450,000 $1,150,000 $1,300,000 -$150,000 -10.34%
31 14 NA $26,143,667 $15,324,596 $18,644,368 -$7,499,299 -28.68%

During Fiscal Year 2007-2008, a total of 169 appeals were filed for properties within the
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Project Areas as shown in Table 8. Twenty-seven appeals were resolved with no change in
value. The remaining 140 appeals with a total Fiscal Year 2007-2008 assessed value of
$147,518,698 were resolved with a total reduction in value of$23,935,278 for Fiscal Year
2007-2008, a 16.23% decline.

For the remaining two pending appeals (both parcels in City Heights) for Fiscal Year 2007
2008 with a combined total Fiscal Year 2007-2008 assessed value of $738,276, DTA has
estimated a total reduction of$147,655 which represents 20.00% of the contested value.

Land Use/Applicant Name

Pending Appeals
Resolved Appeals Prior to Final FY 2009-201 0 Assessor Roll
Resolved Appeals After Final FY 2009-201 0 Assessor Roll
Total FY 2007-2008 Pending and Resolved Appeals

TABLE 8
FY 2007·2008 ASSESSMENT APPEALS

Number of
Pending Percentage

Number Appeals Applicants Resolved I Change of
Number of of Prop 8 Included in Assessed Opinion of Pending ImpactlValue Assessed

Appeals Appeals Analysis Value Value Value Change Value

2 0 2 $738,276 $295,815 $590,621 -$147,655 -20,00%
151 134 NA $98,167,882 $69,213,967 $82,211,305 -$15,956,577 -16.25%

16 14 NA $59,355.435 $39,414,428 $51,376,734 -$7,978,701 -13.44%
169 148 NA $158,261,593 $108,924,210 $134,178,660 -$24,082,933 -15.22%

During Fiscal Year 2008-2009, a total of961 appeals were filed for the properties within the
Project Areas as shown in Table 9. Forty-nine appeals were resolved with no change in value
for Fiscal Year 2008-2009. In addition, 621 appeals with a total Fiscal Year 2008-2009
assessed value of$615,359,579 were resolved with a total reduction in value of$81,136,938
for Fiscal Year 2008-2009, a 13.19% decline.

For the remaining 291 pending appeals (parcels are located within all of the Project Areas
except for the Naval Training Center Project Area) for Fiscal Year 2008-2009 with a
combined total Fiscal Year 2008-2009 assessed value of$166, 191 ,212, DTA has estimated a
total reduction of$21,147,730 which represents 12.72% of the contested value.

TABLE 9
FY2008-2009 ASSESSMENT APPEALS

Land Use/Applicant Name

Pendin9 Appeals
Resolved Appeals Prior to Final FY 2009·201 0 Assessor Roll
ResoWed Appeals After Final FY20Q9-2010 Assessor Roil
Totai FY2008·2009 Pending and Resolved Appeals

Number of
Pending Percentage

Number Appeals Applicants Resolved I Change of
Number of of Prop 8 Included in Opinion of Pending ImpacWalue Assessed

Appeals Appeals Analysis Assessed Value Value Value Change Value

291 272 271 $166,191,212 $109,904,502 $145,043,481 -$21,147,731 -12.72%
507 506 NA $198,326,015 $138;271,208 $158,854,048 -$39,471.967 -19,90%
163 155 NA $433,125,357 $338,721,341 $391,460,386 --$41,664,971 -9.62%
961 933 NA $797,642,584 $586,897,051 $695,357,915 -$102,284,669 -12,82%

During Fiscal Year 2009-20 I0, a total of 511 appeals were filed for properties within the
Project Areas as shown in Table 10. Three appeals were resolved with no change in value
for Fiscal Year 2009-2010. In addition, 27 appeals with a total Fiscal Year 2009-201 0
assessed value of$128,559,759 were resolved with a total reduction in value of$41,635,030
for Fiscal Year 2009-20 I0, a 32.39% decline.

For the remaining 481 pending appeals (parcels are located within all six Project Areas) for
Fiscal Year 2009-2010 with a combined total Fiscal Year 2009-2010 assessed value of
$762,652,359, DTA has estimated a total reductionof$86,169,718 which represents 11.30%
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of the contested value.

Land Use/Applicant Name

Pending Appeals
Resolved Appeals Priona Final FY2009·2010 Assessor Roll
Resolved Appeals After Final FY2009-2010 Assessor Roll
Total FY2009-2Q1Q Pending and Resolved Appeals

TABLE 10
FY 2009~2010ASSESSMENT APPEALS

Number of
Pending Percentage

Number Appeals Applicants Resolved I Change of
Number of of Prop 8 Included in Assessed Opinion of Pending ImpactIValue Assessed

Appeals Appeals Analysis Value Value Value Change Value

490 463 415 $862,068,322 $508-608,445 $742,099,903 -$119,968,419 ·13.92%
0 0 NA $0 $0 $0 $0 0.00%

21 21 NA $36J83,429 $23,619,920 $28.947,100 -$7,836,329 -21,30%
511 484 NA $898,851,751 $532,228,365 $77',,047,003 -$127,804,748 -14.22%

In summary, our appeals analysis shows that there has becn a greater number ofappeals filed
by property owners over the last two years than in previous years. In addition, over the last
year, there were more non-residential appeals being filed than in previous years. This
increase in appeals filed with the County can be dircctly attributed to the downturn in the
real estate market over the last two years. Fmthermore, the County Assessor has proactively
decreased values in certain areas and expects that the number of appeals filed should start
declining going forward.

I. AGGREGATE HOUSING TAX INCREMENT PROJECTIONS

Exhibit A projects the aggregate housing tax increment to be generated by the six Project
Areas through Fiscal Year 2047-2048.

DTA has estimated the future tax increment based on each Project Area's assessed valuation
for Fiscal Year 2009-2010, utilizing the assumptions as stated in the six Reports regarding
current adjustments to the increment.

For purposes of this analysis, we are using the Fiscal Year 2009-2010 County Assessor's
secured assessed value, which is lower than the Auditor's secured value, to calculate the
projected annual tax increment. As discussed in Section 11.0 above, we have included a
reduction in value for pending assessment appeals and assessment appeals which were
resolved after the Fiscal Year 2009-20 I0 Assessor's Roll was finalized.

As discussed in each of the six Reports, the projections are based on different estimatcd
reductions in value for Fiscal Years 2010-2011 and 2011-2012 for each Project Area. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase of 1%
each year thereafter through Fiscal Year 2018-2019, and an annual increase of2% each year
thereafter. Other than the I% and 2% annual increases as described above, we are not
showing the increase in values back to base values for any value reductions. Actual
reductions or increases in assessed value will vary.

The real property value described above is added to the value of personal property, which
includes secured and unsecured personal property within each Project Area less unsecured
exemptions for Fiscal Year 2009-20 IO. The value ofpersonal propeliy is assumed to remain
constant throughout the subsequent years.
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Lastly, the incremental value is the difference between the total value and the base year
value, and the tax rate used in the calculation ofgross revenue for Fiscal Year 2009-20 lOis
the actual tax rate. This is assumed to decrease in subsequent years. Unitary revenue and
administrative charges result in adjustments to the net tax increment, for which the
assumptions were discussed previously.

J. LIMITATIONS

This Consolidated Report contains a projection oftax increment revenues to be received by
the Agency. The report is based on estimates, assumptions and other infonnation provided
by the City, Agency, and developed from DTA's research and telephone discussions with
County staff, as well as our understanding of County tax procedures. The sources of
information and basis of the estimates are stated in each individual report. While we believe
that the sources of infonnation are reliable, DTA does not express an opinion or any other
form of assurance on the accuracy of such infolTIlation. In addition, since the analyses
contained herein are based on legislation and County procedures, which are inherently
subject to uncertainty and variation depending on evolving events and policy changes, DTA
cannot represent that the results presented herein will be achieved. Some assumptions
inevitably will not materialize and unanticipated events and circumstances may occur;
therefore, the actual results achieved will vary from the projections.

J:\CLlENTS\SanDiego\Redevelopment\Aggregate (6 areas)\2009-1 O\FCR_Aggregate_02.doc

Fiscal Consultant Report
City ofSan Diego Redevelopment Agency

Page 13
July 9, 2010



D~vid Taussig & A$$<loiate<, inc

CITY HEIGHTS, CROSSROADS, NAVAL
TRAINING CENTER, NORTH BAY, NORTH
PARK, SAN YSIDRO
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Housing Tax Increment Revenue [1]
City Heights
Crossroads
Naval Training Center
North Bay
North Park
San Ysidro

Grand Total

[1J Different assumptions regarding annual changes to
assessed value have been made based on project
area specific factors. For additionai detail regarding
the tax increment projections. please see Exhibit A of
the stand-alone Fiscal Consultant Reports

DRAFT

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

--"-------- ------- ------ --- ----- ----- ----- --------- ------ ---- ----

2,126,019 1,816,422 1,705,032 1,703,410 1,792,230 1,829,713 1,867,571 1,905,807 1,944,425 1,983,430 2,062,220 2,142,585 2,224,558 2,308,171
621,556 520,491 460,738 460,738 479,910 494,542 509,321 524,247 539,322 554.549 585,306 616,678 648,677 681,317
917,265 891,287 882,690 882,690 891,201 899,797 908,479 917,248 926,104 935,049 953,118 971,548 990,347 1,009,521

1,690,778 1,646,635 1,618,324 1,618,324 1,646,352 1,674,660 1,703,251 1,732,128 1,761,294 1,790,751 1,850.255 1,910,949 1,972,857 2,036,003
1,373,502 1,293,585 1,243,340 1.243,340 1,263,866 1,284,597 1,305,536 1,326,684 1,348,043 1,369,616 1,413.194 1,457,643 1,502,981 1,549,225

992,385 883,124 834,424 834,424 846,112 857,917 869,840 881,882 894,045 906,329 931,144 956,455 982,272 1,008,605--------- ---- --------- ------- ------ ----------- ------- ---------- ------ --------- ---------
7,721,504 7,051,545 6,744,548 6,742,926 6,919,671 7,041,226 7,163,997 7,287,995 7,413,233 7,539,724 7,795,236 8,055,857 8,321,691 8,592,842



David Taussig & "..social.", Ino

CITY HEIGHTS, CROSSROADS, NAVAL
TRAINING CENTER, NORTH BAY, NORTH
PARK, SAN YSIDRO
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Housing Tax Increment Revenue 11]
City Heights
Crossroads
Naval Training Center
North Bay
North Park
San Ysidro

Grand Total

I1J Oifferent assumplions regarding annual changes to
assessed value have been mad" based 011 project
area sp"cif!c tactors. For additional delail regardil1g
lhe lax il1cremel11 projections, please See Exhibit A of
the s!al1d-alol1e Fiscal Consultanl Reports.

DRAFT

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037----------- ----_... _______• __________________________________________ w_______._. ___________

2,393,455 2,480,445 2,569,175 2,659,680 2,751,995 2,846,156 2,942,200 3,040,165 3,140,090 3,242,012 3,285,356 3,390.184 3,497,109 3,606,173
714,609 748,567 783,204 818,534 854,571 891,329 928,821 967,063 1,006,071 1,045,858 1,086,441 1,127,836 1,170,059 1,213,126

1,029,080 1,049,029 1,069,378 1,090,133 1,111,303 1,132,897 1,154,923 1,177,389 1,200,305 1,223,679 1,247,520 1,271.838 1,296,643 1,321,944
2,100,412 2,166,110 2,233,121 2,301,472 2,371,191 2,442,304 2,514.839 2,588,824 2,664,290 2,741,265 2,819,779 2,899,864 2,981,550 3,064.870
1,596,395 1,644,508 1,693,584 1,743,640 1,794,698 1,846,777 1,899,898 1,954,081 2,009,348 2,065,720 2,123,220 2,181,869 2,241,692 2,302.711
1,035,465 1,062,862 1,090,807 1,119,311 1,148,385 1,178,041 1,208,289 1,239,143 1,270,614 1,302,714 1,335,456 1,368,853 1,402,918 1,437,664
---- ~".._-- ---- --------- ------- ------ --- ------------- ------ --------- ~------ ---------- ----
8,869,416 9,151,521 9,439,269 9,732,771 10.032,143 10.337,503 10,648,970 10,966,666 11,290,717 11,621,248 11,897,772 12,240,445 12,589,971 12,946,487



David Taussig & Associ-ot<•. Inc

CITY HEIGHTS, CROSSROADS, NAVAL
TRAINING CENTER, NORTH BAY, NORTH
PARK, SAN YSIDRO
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047
Fiscal Year Ending: 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048
-------------- --------- ------- ----- ----- ------ ---------- ------ -------- ------- ----------

Housing Tax Increment Revenue [1J
City Heights 3,717,417 3,830,887 3,946,625 4.064.679 4,185,094 4,307,917 0 0 0 0 0
Crossroads 1,257.054 1,301,861 1,347,565 1.394,182 1,441,732 1,490,232 1,539,703 1,590,163 1,641,632 1,694,131 1,747.679
Naval Training Center 1,347,750 1,374,073 1,400,923 1.428,309 1.456,243 1,484,736 1,513,798 1,543,442 1,573,678 1,604,520 1,635,978
North Bay 3,149,856 3,236,543 3,324,962 3,415,151 3,507,143 3.600,975 3,696,683 0 0 0 0
North Park 2,364,950 2,428,434 2,493,188 2,559,237 2,626,607 2,695,324 0 0 0 0 0
San Ysidro 1,473,105 1,509,255 1,546,128 1,583,738 1,622,101 0 0 0 0 0 0------------------------- -------- ---------- .._---- ------ ---- ----- ----.._--

Grand Total 13,310,134 13,681,053 14,059,391 14,445,296 14,838,919 13,579,183 6,750,184 3,133,605 3,215,311 3,298,651 3,383,657

[1] Different assumptions regarding annual changes to
assessed value have been made based ot"! project
area specific factors. For additioflal detail regardiflg
the tax increment projections. please see Exhibit A of
the stand-alone Fiscal Consultant Reporls

DRAFT
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I. INTRODUCTION

The Redevelopment Agency ofthe City ofSan Diego (the "Agency") anticipates issuing three series
of Tax Allocation Bonds in the summer of 2010 to be secured by tax increment revenues from the
City Heights Redevelopment Project Area (the "Project Area") as explained in Section I.C below.
David Taussig & Associates, Inc. ("DTA") has preparcd this Fiscal Consultant Report (the
"Report") to project tax increment revenues generated by the increase in assessed value ofreal and
personal property within the Project Area. In addition, the Report describes the methodology and
assumptions utilized in these projections, evaluating the historic and current taxable values, the
proj ected values ofnew construction, the effects ofpending assessment appeals, and the property tax
collection and allocation procedures of the County of San Diego (the "County").

A. CITY HEIGHTS PRO.IECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Proj ect Area was
adopted by the City Council of the City of San Diego on May II, 1992 (accomplished by
Ordinance No. 0-17768) and subsequently amended on April 16, 1996 (the "First
Amendment"). The main purpose of establishing the Plan was to eliminate conditions of
blight in the Project Area. In accordance with this purpose, the objectives of the Plan
included the enhancement of positive characteristics of the neighborhoods in the Project
Area and promotion of new projects within the Project Area.

The Plan will remain in effect until fOliy (40) years from the date of adoption. Pursuant to
subdivision (a) of Section 33333.6 of the Health and Safety Code, the time limit on the
establishment of loans, advances, and bonded indebtedness to be funded through tax
increment revenues is twenty (20) years from the adoption of the Plan. Also, total
outstanding bonded indebtedness of the Project Area to be repaid by the allocation of taxes
to the Agency is not to exceed $160 million at any point in time. In accordance with
subdivisions (a) and (b) ofSection 33333.6 of the Health and Safety Code, the time limit for
the receipt of tax increment revenues is fifty (50) years. Please note that the Agency and the
City of San Diego adopted Ordinance 0-19510 in July 2006 extending (i) the plan
effectiveness deadline to 2033, (ii) repayment of indebtedness deadline to 2043, and (iii) tax
increment receipt deadline by an additional year.

The Redevelopment Plan of the Project was adopted on May 11, 1992, and subsequently
amended on April 16, 1996, to remove territory and decrease the dollar amounts ofboth the
bonded indebtedness limit and the tax increment limit. The current limits are shown below:
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Tax Amount of Tax Tax Maximum Maximum Time
Ordinance Increment Increment Increment Amount of Allowed to Incur
Adopted Collection Collected to Collection Bonded Bonded

Limit Date Limit Indebtedness Indebtedness

May 11, 1992
51 Years [2] $75,400,035 [3] $713,000,000 $160 Million 20 Years from

[1 ] Adoption of Plan

[1] The Project Area is a pre-AB 1290 redevelopment project area.
[2] The time limit for the repayment of indebtedness is also 51 years.
[3] Total receipts for Fiscal Year 2004-2005 through 2008-2009 as shown in Table 10.

The Project Area is administered by the City Redevelopment Division of the City Planning
and Community Investment Department. The Project Area encompasses approximately
2,000 acres ofland, located 5 miles from San Diego's central business district and 6 miles
from the airpOli and port. Land uses in the Project Area include residential, commercial, and
a small portion of public and/or other uses. The Project Area is bounded by Meade and
Monroe Avenues on the north, Euclid Avenue and 54th Street on the east, Home Avenue on
the south and Interstate 805 on the west.

B. COMPREHENSIVE AFFORDABLE HOUSING COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing Opportunity
Program to provide greater flexibility in financing affordable housing projects throughout the
City of San Diego. In July 2007, the Agency approved four separate non-revolving housing
lines ofcredit with San Diego National Bank in an aggregate amount of$34 million secured
by the housing set-aside funds from four project areas: City Heights ($11 million); Naval
Training Center ($7.1 million); North Bay ($8.6 million); and North Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing Opportunity Program,
including City Heights' $11 million. The Affordable Housing Opportunity Program has
provided approximately $26 million for affordable housing projects in the North Park, San
Ysidro, Barrio Logan, Crossroads, and City Heights project areas.

Housing proceeds from the Series 20 I0 Bonds not needed for housing programs or developer
repayments in the Project Area will be available for projects in other project areas through
the Comprehensive Affordable Housing Collaborative Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing three series of tax allocation bonds in the summer of201O:
one stand-alone taxable series secured by non-housing tax increment revenues, one stand
alone tax-exempt series secured by non-housing tax increment revenues, and one pooled
taxable series secured by housing tax increment revenues fi'om the Project Area and the
Crossroads, Naval Training Center, NOlih Bay, North Park, and San Ysidro project areas.

The taxable proceeds of the stand-alone bonds supported by non-housing tax increment are
expected to be used for repayment of developer loans, private improvements, acquisition,
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rehabilitation, fayade enhancement, new construction or opportunity purchases in the Project
Area. The tax-exempt proceeds of the stand-alone bonds will be used for public
improvements. The proceeds of the pooled housing bonds are expected to be used for
repaying bank lines of credit and to finance a portion of the costs for low and moderate
income affordable housing projects within or of benefit to the project areas listed above.

D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent current uses of annual net tax increment revenues after
payments are made to tax-sharing agencies.

1. EXISTING CITY HEIGHTS TAX ALLOCATION BONDS

In 1999, the Agency issued Series 1999A Tax Allocation Bonds and Series 1999B
Tax Allocation Capital Appreciation Bonds for the City Heights Redevelopment
Project Area in the amount of$5,690,000 and $10,140,523, respectively. The Series
1999 Bonds are to be repaid solely from non-housing tax increment revenues.

In December 2003, the Agency issued Housing Set-Aside Tax Allocation Bond
Selies A (Taxable) and Series B (Tax-Exempt) for the City Heights Redevelopment
Project Area in the amounts of $4,955,000 and $865,000, respectively. The Series
2003 Bonds are to be repaid solely from housing set-aside funds.

Housing set-aside funds for the Project Area will be used to pay the existing Series
2003 tax allocation bonds prior to the payment ofdebt service on the proposed Series
2010 Bonds. Non-housing funds for the Project Area will be used to pay the existing
Series 1999 tax allocation bonds on paIity with the payment of debt service on the
proposed Series 2010 Bonds.

2. AGENCY DEBT TO THE CITY

a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

In 2008, the Office of Inspector General ("OIG") of the HUD audited the
City's Community Development Block Grant ("CDBG") program and issued
a report to HUD which recommended, aIuong others, that the City initiate
repayment plans for CDBG loans to the Agency. City and Agency staff
worked with HUD representatives over the past year to develop a plan to
address the OIG's report aIld have agreed upon a 10 year schedule of
repayment to the San Diego CDBG Program. A February 2010 report to the
Agency Board and the City Council recon1111ended that staff be directed to
prepare a CDBG Loan Repayment Agreement between the Agency and the
City for future Board and City Council approval. It was also reconnuended
that the terms of the proposed Repayment Agreement include the following
provisions, aIuong others: I) that all repayments made by the Agency
pursuant to the Repayment Agreement and all obligations and any
indebtedness of the Agency to the City created by the Repayment Agreement
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shall be subordinate to any pledge of tax increment to bond holders of any
tax allocation bonds which have been or may be issued by the Agency; and
2) that repayments by the Agency may be made using tax increment funds,
land proceeds, or other revenues of the Agency.

The total amount of outstanding CDBG loans for the Project Area as ofJune
30, 2009 is approximately $4.57 million, of which approximately $2.14
million is principal. Loans from the City were provided in the years
preceding and immediately following the adoption ofthe Project Area, to pay
the costs associated with adoption and administration of the Project Area
until a sufficient stream of tax increment revenue was generated.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital outlay,
TransNet (transportation), and general funds and U.S. Department of
Housing and Urban Development 108 loans. The City participated in
redevelopment activities in the Project Area and North Bay project area by
contributing City parcels ofland and/or right-of-way (capital outlay). The
estimated value of the land is carried as an interest-bearing loan from the
City to the Agency. In addition, the City invested TransNet funds for
transportation improvements such as street improvements and medians in the
Project Area. The City's funding of these project areas was recorded as
interest bearing loans to the Agency.

The Project Area has approximately $11.3 million in outstanding non-CDBG
related debt to the City as of June 30, 2009, of which approximately $6.4
million is principal. Loans from the City were provided in the years
preceding and immediately following tlle adoption of the Project Area, to pay
the costs associated with adoption and administration of the Project Area
until a sufficient stream of tax increment revenue was generated.

3. SECOND IMPLEMENTATION AGREEMENT (IN-LIEU PAYMENT)

The Agency and Urban Village Commercial LLC, now owned by San Diego
Revitalization Corporation ("SDRC"), have entered into an agreement that requires
SDRC, the owner ofParcel I (assessor parcel 471-552-34), to pay to the Agency an
annual In-Lieu Payment if such property becomes exempt from real property
taxation. The In-Lieu Payment shall equal the tax amount of the I% property taxes
that would have been payable by such property if it were not exempt from the tax.

The total maximum amount of the In-Lieu Payment for any fiscal year shall not
exceed $200,000 begiffi1ing in Fiscal Year 2003-2004, which will increase on July I,
2004 and each July I thereafter by 2% of the maximum amount for the previous
fiseal year.

Aeeording to the agreement, the In-Lieu Payment revenue will be included when
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calculating the Low and Moderate Income Housing Set Aside, but will not be subject
to the tax-sharing agreements mentioned in Section III below. For Exhibit A, we
have assumed that the parcel becomes exempt in Fiscal Year 2010-2011. Pursuant to
the Second Implementation Agreement, we have projected the In-Lieu Payments
through Fiscal Year 2032-2033 at which point the agreement terminates.
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II. PROJECT TAXABLE VALUES

The County of San Diego Assessor (the "Assessor") detelmines the assessed valuations of real and
personal property in the Project Area. The secured roll is the County Assessor's roll, which contains
real property for which ad valorem taxes are secured by a lien on the property, and the unsecured roll
contains business personal property, for which ad valorem taxes are not secured by a lien. The
County assigns values to each Assessor's Parcel, which is listed in tum by an Assessor's Parcel
Number ("APN"). The County Assessor releases the equalized County Assessor's roll on or prior to
the first ofJuly of each Fiscal Year. At this time, the Auditor Controller eompiles the tax roll based
on this information. The Auditor Controller assigns each APN to a Tax Rate Area ("TRA"), which is
a geographic area containing Assessor's Parcels with the same tax rates. The Projeet Area includes
one TRA: 08-241. The Auditor Controller is responsible for combining the assessed values provided
by the Assessor for all APNs within the Project Area and releasing a report each July showing the
seeured and unsecured values for the current and base year as well as the incremental value for the
entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies in the
total net assessed values provided by eaeh agency due to procedural differences and timing of
obtaining the data. Please note that Table 1 is based on values provided by the County Auditor.
Since the County Assessor's secured values are lower than the Auditor's values, we have
conservatively used the lower secured values in Tables 2, 3, 11, and 12 and the tax increment
projections in Tables 13 and Exhibit A. The secured assessed values shown in Tables 13 and Exhibit
A are based on the County Assessor assessed values and the unsecured assessed values shown in
these tables are based on the County Auditor values. Please note that the Fiscal Year 2009-2010
assessed values shown herein are dated as of January I, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic secured and unsecured taxable values in the Project Area for Fiscal
Years 1999-2000 through 2006-2007. These values, which are based on information
provided by the County of San Diego Auditor/Controller are shown in Table 1. As listed in
the table, the Fiscal Year 1999-2000 base year value for the Project Area is approximately $1
billion following adjustments downward of $13.6 million and $3.'9 million made by the
County in Fiscal Year 2004-2005 and Fiscal Year 2005-2006, respectively. The total secured
and unsecured value for the Project Area has risen from nearly $1.03 billion for Fiscal Year
1999-2000 to over $2.17 billion for Fiscal Year 2009-2010, an increase of approximately
111%.

As shown in Table I below, assessed values for property located within the Project Area
experienced double-digit percentage increases from Fiscal Year 2000-200 I through Fiscal
Year 2007-2008. Much of this annual increase can be attributed to value changes due to
changes in ownership and new development which resulted in the construction of
approximately 509 new residential units since Fiscal Year 2004-2005.

In Fiscal Year 2009-201 0, property located within the Project Area experienced a decline in
value ofapproximately 17% from Fiscal Year 2008-2009. Most ofthe reduction in value was
due to assessment appeals and Proposition 8 reductions made by the County Assessor. Please
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see Section lLD.2 below for more infon11ation regarding the decline in value for Fiscal Year
2009-2010.
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TABLE 1
HISTORICAL TAX INCREMENT VALUES [1]

FY 1999-2000 FY 2000·2001 FY 2001·2002 FY 2002·2003 FY 2003·2004 FY 2004-2005 FY 2005·2006 FY 2006·2007 FY 2007·2008 FY 2008·2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values [2J

Land $513.731,399 $544,150,5n $597,676,005 $651,186,363 $718,066,722 $808,186,825 $954,331,852 $1,098,624,619 $1,237,439,530 $1,277,126,102 $1,126,605,838
[mprovement 530,228,421 5'72,461.560 628,517,349 719,451,309 816,902,776 935,496.965 1,034,147,857 1.135,797, "130 1,181,724,885 1,225,944,644 1,155,644,029
Personal Property 1,725,572 1,744,6'70 1,169,528 746,160 1,349,268 967.570 898,966 779,701 787,089 895,436 244,746

Gross Value 1.045,685,392 1,118,356,807 1,227,362,882 1,371,383,832 1,536,318,766 1,744,651,360 1,989,378,675 2,235.202,050 2,419,951,504 2,503,966,182 2,282,494,613
Less Exemptions (31,489,443) (43.086,650) (44,494,292) (49,927,599) (59,296,890) (72.662,714) (78,152,984) (90,345,158) (101,"194.576) (117,477,669) (139,471,633)

Total Secured 1,014,195,949 1,075,270,157 1,182,868,590 1,321,456,233 1,477,021,876 1,671,988,646 1,911,225,691 2,144,856,892 2,318,156,928 2,386,488,513 2,143,022,980

Unsecured Values [2]

Land 0 0 0 0 0 0 0 0 0 0 0
Improvement 6,029.314 6,475,812 4,775,076 6,504,116 7,857,612 8.203,384 12,627,198 13,159,493 11.458,780 14,437,005 13,917,524
Personal Property 11,729,284 12,393,628 13,303,038 15,104,288 19,779,229 18,107,114 18,957,365 19.416,317 21,017,336 20,775,942 20,065,147

Gross Value 17,758,598 18,869,440 18,078,114 21,608,404 27,636,841 26,310,498 31,584,563 32,575,810 32,476,116 35,212,947 33,982,671
Less Exemptions (543.891 ) (5'14,461) (908,619) (122,225) (801,222) (1,016.459) (3,554,00"1) (4,763,345) (3,492,981 ) (6,015,024) (5,526,336)

Total Unsecured 17,214,707 18,294,979 17,169,495 21,486,179 26,835,619 25,294,039 28,030,556 27,812,465 28,983,135 29,197,923 28,456,335

Total Secured and Unsecured 1,031,410,656 1,093,565,136 1,200,038,085 1,342,942,412 1,503,857,495 1,697,282,685 1,939,256,247 2,172,669,357 2,347,140,063 2,415,686,436 2,171,479,315

Percentage Change in Total Value NA 6.03% 9.74% 11.91% 11.98% 12.86% 14.26% 12.04% 8.03% 2.92% ·10.11%

Base Year Value 1,023,428,875 1,023,428,875 1,023,428,875 1,023,428,875 1,023,428,875 1,009,805,618 [3] 1,005,885,605 [4-] 1,005,885,605 1,005,885,605 1,005,885,605 1,005,885,605

Incremental Value 7,981,781 70,136,261 176,609,210 319,513,537 480,428,620 687,477,067 933,370,642 1,166,783,752 1,341,254,458 1,409,800,831 1,165,593,710

Percentage Change in Incfemental Value NA 778.70% 151.81% 80.92% 50.36% 43.10% [5] 35.77% [5] 25.01% 14.95% 5.11% [61 -17.32% [6]

[1] Assessed ~al"es as or 1/1 of the inllial year of each rlScal year (I.e. 111/09 lor FY 2009-2010).

[2] Based on illlormalion provKled by lhe Counly 01 San Diego Auditor/Controller as indkaled in report "Val F~e·04 PSWP70@".

[3) Base value was adjusted downward by $13.6 mHllon in FY 2004-2005 dtle to property acqu;s~ions by the San Diego Unified School Oistrict for new school sUes.

[4] Base vallie was adjllsted downward by $3.," million In FY 2005·2008 due fo property acquisitions by the San Diego UnWed Schooi Disllict fOI new school siles.

[5) Percenlage change in annual inclOmental value would be impacted by changes in the base year value

[6) AdditiDnal information regarding lIw slower rate of increase or decrease in the owraU jotal value can be found in Table 8. Much of1l'e redllction in vallie in Fiscal Year 2009·2010 was dlle 10 assessment appoals and Proposition 8 reductions.

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3, 11, and 12 are based on values provided by the County Assessor. Based on discussions with the County
Auditor/Controller and County Assessor, discrepancies in the total net assessed values are due to procedural differences and timing in obtaining exemption data.
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B. VALVES BY LAND USE TYPE

The Project Area includes a combination ofland uses based on an analysis ofthe Fiscal Year
2009-2010 Assessor's roll. This allocation indicates that 82.94% of the Project Area
valuation is attributable to residential (including 56.92% ofmultifamily residential land use
and 25.58% of single family residential land use), 15.91 % of the value is attributable to
commercial property (of which 5.25% is retail and 7.92% is office space), 0.77% is
attributable to industrial property, 0.25% is attributable to institutional property, 0.08% is
attributable to recreational property, and 0.05% is attributable to miscellaneous uses. The
breakdown by land use type is shown in Table 2.

TABLE 2
FY 2009·2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1J No. of Parcels [1J Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Vacant Residential 176 0 S8.698.997 0.41%

Single-Family Residential 3,582 3.606 $542,231,690 25.58"/0

Multi-Family Residential 4,669 15,971 $1,206,234,366 56.92%

Miscellaneous 6 8 S605.639 0.03%

Subtotal 8,433 19,585 $1,757,770,692 82.94%

Commercial Property (land use codes 20 through 39)

Office Space 399 NA $167,814,006 7.92%

Retail 90 NA $111,171,252 5.25%

Vacant Land 72 NA $11,956,766 0.56%

Other Uses 100 NA S46.308.870 2.19%

Subtotal 661 NA $337,250,894 15.91%

Industrial Property (land use codes 40 through 49) 57 NA $16,323,025 0.77%

Institutional Property (land use codes 70 through 79) 44 NA $5,276,238 0.25%

Recreational Property (land use codes 80 through 84) 3 NA S1.669.842 0.08%

Miscellaneous Use (land use codes 88 through 89 and 00) 2 NA S1,054.089 0.05%

Total 9,200 19,585 $2,119,344,780 100.00%

[1J includes parcels with a net assessed value equalio $0. Excludes parcels owned by public agencies based on final FY 2009-1 0 Assesssor's Roll

[2] Based on final FY 2009·2010 Assessor's RoiL land use codes provided by ihe County Assessor.

C. TEN MA.JOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-2010 equalized roll. The
table shows the assessee name/owner, the land use of Assessor's Parcels under their
ownership, the number of Assessor's Parcels under their ownership, the total net assessed
valuation under their ownership, the percentage of the total Project Area assessed value
represented by that owner's property, and the percentage of the total Project Area
incremental value represented by the applicable owner's property.

As of May 10, 2010, all top ten assessees are current in the payment oftheirpropeliy taxes.
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Five of the top ten assessees have filed assessment appeals for their property. Two of the
appeals have been resolved with a total reduction in value of $3,386,354. The remaining
three appeals have not yet been resolved by the County, but DTA has assumed the appeal is
resolved in favor of the applicant at a rate of 80% of the contested value as described in
Section lLD below. The reduced value is reflected in Table 13 and Exhibit A.
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TABLE 3
FY 2009-201 0 TOP TEN ASSESSEES

Owner

BR Workforce LLC
Urban Vinage Residential LLC
American Stores Co LLC [3]
San Diego Ridge LLC [4]
City Heights Retail Village [5]
Pearson Ford Properties [6]

Prickett Family Trust 11-9-95
Blue Corner Capital LLC [7J
San Diego Revitalization Corp.
RTC-1 LLC

Grand Total

Land Use

Office/Store Buildings/GaragelLot
Muttj~FamilyResidential

Grocery/Drug Store - Large Chain
Multi-Family Residential

Community Shopping Center
Multi-Family ResidentjaVAuto Sales/Service

Agency/Auto Garage
Multi-Family Residential
Multi-Family Residential

Office Buildings - Single-Family Residential
Auto Sales/Service Agency

NA

No. of Parcels [1]

2
1
1
1
1

10

19
3
1
1

40

Secured Total Net
Assessed Value [2]

$18,212,376
$18,067,269
$15,352,846
$12,886,354
$10,438,474
$10,175,938

$9,439,396
$7,639,633
$7,626,845
$7,353,000

$117,192,131

Percent of Secured
Total Net Value

0.86%
0.85%
0,12%
0.61%
0.49%
0.48%

0.45%
0.36%
0.36%
0.35%

5.53%

Percent of
Incremental Value [2]

1.56%
1.55%
1.32%
1.11%
0.90%
0.87%

0.81%
0.66%
0.65%
0.63%

10.05%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
SECURED TOTAL NET ASSESSED VALUE
TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

$74,957,319
$117,192,131

$2,119,344,780
$1,165,593,710

3.54%
6.43%

5.53%
10.05%

{il Includes parcels with a nel assessed value equarla $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assesssor's Roll.

{2] Based on final FY 2009·2010 Assessor's Roll.

[3J As shown in the Appeals section, American Stores Co LLC contests thallhe value of its parcel should be reduced to $11,514,000. The appeal was lired under the name Supervalu - Albertsons and has nol yet been resolwd by the County,
but DTA has assumed the appeal is resoJwd in fa\.Qf of the applicant at a rate of 80% of the contested value as described in the Appeals section. The reduced value is not shown above, but has been reflected in the lax increment projections
herein.

[4] As shown in the Appeals section, San Diego Ridge LLC contested that the value of its parcel should be reduced to $8,376, 130. The appeal was resol\,\;!d with the County reducing the '«ltue of the parcel to $9,500,000 aller the FY 2009-10
Assessor's Roll was finallzed on 1/112009. The reduced value is not shown abaIR, but has been retlected in the tax increment projections herein.

[5] As shown in the Appeals section, City Heights Retail Vi!1ageconlests that the '«llue of its parcel should be reduced to $7,830,000. The appeat was filed under the name Supervalu - Atbertsons and has not yet been resolwd by the County,
but DTA has assumed the appeal is resolwd in fawr of the applicant at a rate of 80% of the contested '«llue as described in the Appeals section. The reduced '«llue is not shown abow, but has been reflected in the tax increment projections
herein.

[6] As shown in the Appeals section, Pearson Ford Properties contests that the value of one of its ten parcels should be reduced from the original '«llue of $552,037 to $220,OOO.Hle appeal has not yet been resol~d by the County, but DTA has
assumed the appeal is resol-.ed in falrUr of the applicant at a rate of 80% of the contested value as described in the Appeals section. The reduced value is not shown abo~, but has been reflected in the tax increment projections herein.

[7J As shown in the Appeals section, Blue Comer Capital LLC contested that the value of its three parcels should be reduced to $4,250,000. The appeal was resoll,€d with the County with no reduction in value.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

Ifa property owner believes that the assessed value ofhislher property is inaccurate,
an appeal may be filed with the County Assessment Appeals Board during the period
between July and November of each fiscal year. A resolved appeal may produce a
reduction in the original contested value and a refund to the property owner for
overpaid property taxes. Ifthe appeal is withdrawn, there is no change in the original
value.

During a real estate market downturn, the market value of property may fall below
the assessed value. Under State law, Proposition 8 allows property owners to apply
for a temporary reduction in assessed value to match the current market value. As
market values increase, the assessed property values will also increase up to the
original assessed value (plus the annual California Consumer Price Index ("CPI")
increase, not to exceed 2%, as stipulated by Proposition 13).

In addition, the County Assessor's office allows property owners to file a Proposition
8 reduction request to their area appraiser between January and May of each fiscal
year in order to reduce the assessed value oftheir property without having to file an
assessment appeal with the County Assessment Appeals Board, otherwise known as
an infonnal review. The County Assessor's office provides this option to property
owners in order to limit the number ofassessment appeals requiring hearings before
the County Assessment Appeals Board. In order to calculate the reduced assessed
value, the area appraiser will use several variables, including the date of
construction, land use type, and recent comparable sales from the surrounding area.

A property owner may file multiple appeals for one parcel (for the same or different
fiscal year), resulting in a parcel having several appeals being reviewed by the
County Assessment Appeals Board at any time. Based on discussions with the
County Assessment Appeals Board, in cases where multiple appeals have been filed
on one parcel, typically one appeal will be resolved and subsequent appeals will not
result in further reductions of value. Therefore, for purposes of this analysis, DTA
has assumed only one appeal resulted in a reduction in value, and subsequent
pending appeals will result in no change in value.

As of March 8, 2010, there were 278 unresolved appeals for 267 parcels within the
Project Area. Tables 4 through 7 show recent historical assessment appeals in the
Project Area, providing the following information: fiscal year in which appeal was
received, land use, owner/applicant name, number of parcels being appealed by
owner/applicant, whether or not appeal is for Proposition 8, number of pending
appeals included in our analysis (when multiple appeals have been filed on one
parcel), the status of the appeal, the contested assessed value, the applicant's opinion
of value, the proposed changed value for pending appeals or board approved value
for resolved appeals, and the impact of the changed values.
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2. ApPEALS INFORMAnON PROVIDED BY THE COUNTY

The County Assessor has provided the following infonnation for inclusion in this
Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of assessed
values of real property during their "infonnal" review process (1/1/2009 
5/30/2009) for such fiscal year. In addition to the 32,000 infonnal
applications, the County Assessor's office was proactive and, on its own,
reduced the assessed values for approximately 72,000 properties County
wide. Less than 3,500 of the 104,000 total reductions were for nOn
residential properties. When the County Assessor's office receives a large
nunlber of requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to review the
entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447 "fomlal"
assessment appeal applications were received for Fiscal Year 2009-20 I0
during the County's fonnal review period (7/2/2009 - 11/30/2009) for such
fiscal year. Because these appeals are going through the County's formal
process, any reductions to value will take longer to appear on the tax roll than
reductions made through the County's infonnal appeal process described
above.

For the Fiscal Year 2010-2011 roll, the County Assessor estimated a County
wide reduction in net assessed value of approximately 1.0% from the Fiscal
Year 2009-20 I0 roll. This reduction is based on economic factors such as
lower sales prices, reduced levels of new construction, Fiscal Year 2009
2010 appeals/reductions, as well as the 0.237% decline in the CPI which will
be applied to all property subject to Proposition 13 (rather than the typical
2% annual increase). For Fiscal Year 2011-2012, the County Assessor
estimates a County-wide reduction similar to Fiscal Year 2010-2011, based
on historical trends.

In order to estimate the magnitude of the Fiscal Year 2010-2011 change in
value for the Project Area, DTA compared the Project Area reduction in
value from Fiscal Year 2008-2009 to Fiscal Year 2009-201 0 to the County
wide reduction in value for the same period. Based on discussions with the
Agency, the Project Area is anticipated to experience declines that are
significantly larger than the County-wide average due to project specific
factors. Therefore, we have assumed a reduction in value of 8% and 3% for
Fiscal Years 2010-2011 and 2011-2012, respectively. The chart below
sunnnarizes the reduction in assessed values and its impact on incremental
value.
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Actual 2009-20 I0
Estimated 2010-2011
Estimated 2011-2012

-1%
-1%

-10%
-8%
-3%

-17%
-15%
-6%

[1] Based on information provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

DTA researched the pending and recently resolved assessment appeals to detennine
how tax refunds as a result of appeals might reduce the tax increment received by the
Agency from the Project Area.

For purposes ofthis analysis, DTA has excluded any appeals that were withdrawn by
the applicant. In addition, DTA has assumed that pending appeals resulted in a
reduced value equal to the greater of the applicant's opinion of value or 80% of the
contested value. The estimated reduction for pending appeals is based on an analysis
of resolved assessment appeal data for property in the Project Area, other project
specific factors, and estimated County-wide value reductions going forward as
explained in Section ILD.2 above.

4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, a total of 14 appeals were filed in the Project Area as
shown in Table 4. Eight appeals were resolved with no change in value for Fiscal
Year 2006-2007. Six appeals with a total Fiscal Year 2006-2007 assessed value of
$1,807,000 were resolved with a reduction in value of $332,000 for Fiscal Year
2006-2007.
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TABLE 4
FY 2006-2007 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of PropS Included in Opinion of Resolved I ImpacWalue Change of

Land UselApplicant Name Appeals Appeals Analysis Assessed Value Value Pending Value Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential
INDIVIDUAL HOMEOWNERS 13 7 0 $3,704,468 $1,759,311 $3,522,468 ($182,000\ -4.91%
Subtotal- Residential 13 7 NA $3,704,468 $1,759,311 $3,522,468 ($182,000) -4.91%

Non-Residential 0 0 $0 $0 $0 $0 0.00%
IMAJINE lLC DBA MCDONALD'S 1 1 0 $1,450,000 $1,150,000 $1,300,000 ($150,000\ -10.34%
Subtotal- Non-Residential 1 1 NA $1,450,000 $1,150,000 $1,300,000 ($150,000) -10.34%

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 13 7 NA $3,704,468 $1,759,311 $3,522,468 ($182,000) -4.91%
Resolved Appeals After Final FY 2009·2010 Assessor Roll 1 1 NA $1,450,000 $1,150,000 $1,300,000 ($150,000) -10.34%
Total FY2006·2007 Pending and Resolved Appeals 14 8 NA $5,154,468 $2,909,311 $4,822,468 ($332,000) -6.44%
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5. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of63 appeals wcrc filed in the Project Area as shown in Table 5. Elevcn appeals wcre resolved
with no change in value for Fiscal Year 2007-2008. Fifty appeals with a total Fiscal Year 2007-2008 assessed value of$22,608,757
were resolved with a total reduction in value of$3,836,757 for Fiscal Year 2007-2008.

For the remaining two pending appeals for Fiscal Year 2007-2008 with a combined total Fiscal Year 2007-2008 assessed value of
$738,276, DTA has estimated a total reduction of$147,655 which represents 20.00% ofthc contested value as described in Section
II.D.3 above.

TABLE 5
FY 2007-2008 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analvsis Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
INDIVIDUAL HOMEOWNERS 2 0 2 $738,276 $295,815 $590,621 1$147,6551 -20.00%
Subtotal- Residential 2 0 2 $738,276 $295,815 $590,621 ($147,655) -20.00%

Resolved Appeals
Residential
ALLEMOC PROPERTIES LLC 1 1 0 $1,045,500 $950,000 $825,000 ($220.500) -21.09%
MANUCHEHR KAMAUTAH KAJA DEVELOPMENT lLC 1 1 0 $946,764 $780,000 $780,000 ($166,"164) -17.61%
INDIVIDUAL HOMEOWNERS 57 53 0 $23,758,852 $18,840,588 $20,341,175 ($3,417,677) -14,38%
Sublotal- Residential 59 55 NA $25,751,116 $20,570,588 $21,946,175 ($3,804,941) -14.78%

Non-Residential 0 0 $0 $0 $0 $0 0.00%
IMPSON 1 1 0 $905,148 $800,000 $905,148 $0 0.00%
QUae TRAN 1 1 0 $561,816 $540,000 $530,000 ($31.816) -5.66%
Sublotal- Non-Residential 2 2 NA $1,466,964 $1,340,000 $1,435,148 ($31,816) -2.17%

Pending Appeals 2 0 2 $738,276 $295,815 $590,621 ($147,655) -20.00%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 57 53 NA $24,764,513 $19,855,588 $21,226,323 ($3,538,190) -14.29%
Resolved Appeals After Final FY 2009-2010 Assessor Roll 4 4 NA $2,453,567 $2,055,000 $2,155,000 ($298,567) -12.17%
Total FY 2007·2008 Pending and Resolved Appeals 63 57 NA $27,956,356 $22,206,403 $23,971,944 ($3,984,412) -14.25%

[11 For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted In a reduction equal to the lesser of the applicant's opinion of value or a rate of80% of the contested value. Actual resolved appeals In the project area
since FY 2006-2007 resulted in an average reduction of22%.

Fiscal Consultant Report
City Heights Redevelopment Project Area

Page ./6
July 9, 20./0



6. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of 410 appeals were filed in the Project Area
as shown in Table 6. Thirty-three appeals were resolved with no change in value for
Fiscal Year 2008-2009. In addition, 303 appeals with a total Fiscal Year 2008-2009
assessed value of $137,354,490 were resolved with a total reduction in value of
$34,957,238 for Fiscal Year 2008-2009.

For the remaining 74 pending appeals for Fiscal Year 2008-2009 with a combined
total Fiscal Year 2008-2009 assessed value of $40,860,369, DTA has estimated a
total reduction of $6,941,879 which represents 16.99% of the contested value as
described in Section II.D.3 above.
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TABLE 6
FY 2008·2009 ASSESSMENT APPEALS

Numberof
Pending

Numberof Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved / ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
AMPHAVANNASOUK SOUK 2003 1 1 1 $346,376 $256,667 $277,101 ($69,275) -20.00%
BGPC LAS PALMAS LLC 1 1 1 $4,219,740 $2,000,000 $3,375,792 ($843,948) -20.00%
OlON DEVELOPMENT INC 1 1 1 $272,728 $120,920 $218,182 ($54,546) -20.00%
HOLLYWOOD PARK APTS, LP 1 1 1 $2,451,708 $1,838,750 $1,961,366 ($490,342) -20.00%
PERIG PROPERTIES, LLC 2 2 2 $1,731,890 $1,012,274 $1,385,512 ($346,378) ·20.00%
TANYA LOU CONSTELLATION INVESTMENT GROUP LLC 1 1 1 $59,603 $40,000 $47,682 ($11,921) -20,00%
INDIVIDUAL HOMEOWNERS i1, 21 59 52 54 $22,959,751 $15,545,252 $19,563,811 1$3395,940) ·14.79%
Sublotal- Residential 66 59 61 $32,041,796 $20,813,863 $26,829,447 ($5,212,349) -16.27%

Non-Residential
AMERICAN DRUG STORES INC. 4 4 4 $4,410,552 $3,100,000 $3,528,442 ($882,110) ·20.00%
HOME/FAIRMOUNT REAL ESTATE HOLDINGS 1 1 1 $1,920,466 $1,500,000 $1,536,373 ($384,093) -20.00%
JOANNA NAWROSKI-WOZNIAK [1J 1 1 1 $832,269 $700,000 $700,000 ($132,269) -15.89%
KARICHAU 1 1 1 $483.786 $100,000 $387,029 {$96,757) -20.00%
MAUCH SHAHNAZ 1 0 1 $1,171,500 $595,000 $937,200 ($234.300) -20.00%
Subtotal- Non-Residential 8 7 8 $8,818,573 $5,995,000 $7,089,043 {$1,729,530) ~19.61%

Resolved Appeals
Residential
411343RDSTLLC 1 1 0 $939,168 $600,000 $600,000 ($339,168) ~36.11%

CHAPPELL CREEK HOLDINGS LLC 1 1 0 $583,293 $325,000 $385,000 ($198,293) -34.00%
EAGLE 100, LLC 2 2 0 $1,683,178 $1,440,000 $1,440,000 ($243,178) ~14.45%

FOLEY PROPERTY ASSETS LLC 3 3 0 $4,146,400 $2,795,000 $3,530,000 ($616,400) ~14.87%

GOSPORTLLC 1 1 0 $1,413,720 $1,100,000 $1,100,000 ($313,720) -22.19%
ISLAMIC FOUNDATION OF SAN DIEGO 1 0 0 $645,500 $420,000 $420,000 ($225,500) ~34.93%

TANYA LOU CONSTELLATION INVESTMENT GROUP LLC 3 3 0 $151,818 $120,000 $151,818 $0 0.00%
TB WRAPS INC 1 0 0 $965,000 $930,000 $930,000 {$35,000) ~3.63%

T HUY INVESTMENT LLC 1 1 0 $905,760 $655,500 $655,500 ($250,260) -27.63%
TOMA INVESTMENTS, INC 1 1 0 $818,316 $485,000 $485,000 ($333,316) -40.73%
INDIVIDUAL HOMEOWNERS 316 315 0 $132,357,332 $91,646,596 $100,610,013 ($31.747.319\ -23.99%
Subtotal- Residen\\al 331 328 NA $144,609,485 $100,517,096 $110,307,331 {$34,302,154) ~23.72%

Non-Residential
FRANCISCO & MARIA LOPEZ 2 2 0 $428,726 $287,245 $300,000 {$128,726) -30.03%
LABONTE GHISLAIN 1 1 0 $408,564 $225,000 $288,000 ($120,564) ~29.51%

LEONPHAM 1 1 0 $1,353,038 $850,000 $1,190,000 ($163,038) -12.05%
REFUGIO IBARRA 1 1 0 $405,756 $300,000 $163,000 i$242,756l ~59.83'10

Sublotal- Non-Residential 5 5 NA $2,596,084 $1,662,245 $1,941,000 {$655,O84) ~25.23%

Pending Appeals 74 66 69 $40,860,369 $26,808,863 $33,918,490 ($6,941,879) ~16.99%

Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 241 241 NA $81,465,279 $56,115,513 $62,833,216 ($18,632,063) -22.87%
'Resolved Appeals After Final FY 2009-2010 Assessor Roll 95 92 NA $65,740,290 $46,063,828 $49,415,115 ($16,325,175) ~24.83%

Total FY 2008-2009 Pending and Resolved Appeals 410 399 NA $188,065,938 $128,988,204 $146,166,821 ($41,899.117) -22.28%

[1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal 10 the lesser of the applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in the project area since FY
2006-2007 resulted in an average reduction of 22%.
r21 A parcel mav have multi Ie appeals filed bv a propertv owner. For pumoses of this analYsis we have assumed onlY one apoeal resulted in a reduction in value and subseouent lJendino alJlJeals will result in no channe in value.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of 213 appeals were filed in the Project Area
as shown in Table 7. Three appeals were resolved with no change in value for Fiscal
Year 2009-2010. Eight appeals with a total Fiscal Year 2009-2010 assessed value of
$10,896,385 were resolved with a total reduction in value of$4,991,018 for Fiscal
Year 2009-20 IO.

For the remaining 202 pending appeals tlu·ough Fiscal Year 2009-2010 with a
combined total Fiscal Year 2009-2010 assessed value of$141,040,301, DTA has
estimated a total reduction of $19,423,797 which represents 13.77% ofthe contested
value as described in Section Il.D.3 above.
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TABLE 7
FY 2009·2010 ASSESSMENT APPEALS

Number of
Pending

Numberof Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
44TH & EL CAJON LLC CIO CVS REALTY CO 2 2 2 $889,153 $400,000 $711,322 ($177,831) -20.00%
BECAUSE OF GRACE LLC 1 1 1 $82,000 $68,000 $68,000 ($14,000) -17.07%
BGPC LAS PALMAS LLC [2] 1 1 0 $4,337,410 $3,190,000 $4,337,410 $0 0.00%
CHAPPELL CREEK HOLDINGS LLC [2] 1 1 0 $594,958 $289,967 $594,958 $0 0.00%
DOUBLE RP INVESTMENTS LLC, BLUE CORNER [2] 3 0 0 $7,639,633 $6,349,999 $7,639,633 $0 0.00%
FOLEY PROPERTY ASSETS LLC [2J 2 2 1 $2,963,128 $1,185,000 $2,541,128 ($422,000) -14.24%
HOMEQUITY FUNDING CORPORATlON 2 2 2 $273,153 $90,000 $218,522 ($54,631) -20.00%
JAMR PROPERTIES LLC 2 2 2 $1,203,443 $749,998 $962,754 ($240,689) ~20.00%

JIJ ENTS LLC 1 1 1 $668,560 $434,500 $534,848 ($133,712) -20.00%
LAKESHORE CALIFORNIA 40, LP 1 1 1 $639,394 $447,579 $511,515 ($127,879) ~20.00%

PATONYLLC 2 0 2 $242,000 $140,000 $193,600 ($48,400) ~20.00%

PEARSON FORD PROPERTIES, LLC 1 1 1 $552,037 $220,000 $441,630 ($110A07) ~20.00%

PERIG PROPERTIES [2J 2 2 0 $1,731,890 $945,868 $1,731,890 $0 0.00%
SAN DIEGO FAMILY HOUSING LLC 1 1 1 $3,567,747 $2,500,000 $2,854,198 ($713,549) -20.00%
TOMA INVESTMENT, INC. [2] 1 1 0 $834,681 $405,000 $834,681 $0 0.00%
WELLS FARGO BANK NA 1 1 1 $486,010 $100,000 $388,808 ($97,202) -20.00%
INDIVIDUAL HOMEOWNERS [1,21 157 153 138 $68000,546 $45,512,339 $58,595,699 ($9A04,847) -13.83%
Subtotal - Residential 181 172 153 $94,705,743 $63,028,250 $83,160,597 ($11,545,146) -12.19%

Non-Residential
3877 42ND STREET LLC 1 1 1 $764,694 $540,000 $611,755 ($152,939) -20.00%
44th & EL CAJON LLC [2] 2 2 0 $3,899,305 $3,100,000 $3,899,305 $0 0.00%
7-ELEVEN#13659 BOONE-YOUN FAMILY TRUST 1 1 1 $535,802 $400,000 $428,642 ($107,160) ~20.00%

BANKIMSHAH 1 1 1 $614,314 $430,020 $491,451 ($122,863) -20.00%
CAJON EL 2 2 2 $1,664,638 $1,000,000 $1,331,710 ($332,928) -20.00%
DONALD WEISS 1 1 1 $589,923 $515,000 $515,000 ($74,923) ~12.70%

DRAKE FAMILY 1987 TRUST 1 1 1 $709,552 $398,624 $567,642 ($141,910) -20.00%
FINEST C rTY OIL CORP 1 0 1 $1,350,000 $163,816 $1,080,000 ($270,000) -20.00%
KACHI FAMILYTRUST 2 2 2 $681,929 $269,000 $545,543 ($136,386) -20.00%
NORMAN T1MINER! [1J 1 1 1 $4,281,876 $3,677,504 $3,677,504 ($604,372) -14.11%
PETROS HANAEE 1 1 1 $580,853 $400,000 $464,682 ($116,171) ~20.00%

SHAH FAMILY TRUST 1 0 1 $520,200 $364,140 $416,160 ($104,040) -20.00%
SUPERVALU-ALBERTSONS [3] 2 0 2 $25,791,320 $19,344,000 $20,633,056 ($5,158,264) -20.00%
THAI INC [1] 2 2 2 $1,394,136 $1,219,000 $1,219,000 ($175,136) -12.56%
WELLS FARGO BANK [1J 1 1 1 $2,459,196 $2,177,000 $2,177,000 ($282,196) -11.48%
WILLIAM TO 1 1 1 $496,820 $260,000 $397456 ($99,364\ -20.00%
Subtotal- Non-Residential 21 17 19 $46,334,558 $34,258,104 $38,455,907 ($7,878,651) -17.00%
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TABLE 7 CONTINUED
FY 2009~2010ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Resolved Appeals
Residential
BLUE CORNER CAPITAL LLC 3 3 0 $7,639,633 $4,250,000 $7,639,633 $0 0.00%
SAN DIEGO RIDGE, LLC 1 1 0 $12,886,354 $8,376,130 $9,500,000 ($3,386,354) -26.28%
DELBIANCO 1 1 0 $489,600 $400,000 $400,000 ($89,600) -18.30%
INDIVIDUAL HOMEOWNERS 9 9 0 $5,160,064 $3,531,240 $3,645,000 ($1,515,064) -29.36%
Subtotal - Residential 11 11 NA $18,536,018 $12,307,370 $13,545,000 ($4,991,018) -26.93%

Pending Appeals 202 189 172 $141,040,301 $97,286,354 $121,616,504 ($19,423,797) -13.77%
Resolved Appeals Priorto Final FY 2009~2010Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Resolved Appeals After Final FY 2009-2010 Assessor Roll 11 11 NA $18,536,018 $12,307,370 $13,545,000 ($4,991,018) -26.93%

Total FY 2009~2010Pending and Resolved Appeals 213 200 NA $159,576,319 $109,593,724 $135,161,504 ($24,414,815) -15.30%

Grand Total - Pending Appeals $145,637,870 $99,179,645 $119,124,539 ($26,513,331) -18.20%
Grand Total - Resolved Appeals Priorto Final FY 2009-2010 Assessor Roll $105,486,244 $74,976,542 $83,907,632 ($21,578,612) -20.46%
Grand Total- Resolved Appeals After Final FY 2009-2010 Assessor Roll $87,573,428 $61,231,198 $66,005,115 ($21,568,313) -24.63%
GRAND TOTAl- Pendinq and Resolved Appeals $338,697,542 $235,387,385 $269,037,286 ($69 660,256) -20.57%

[1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in the
project area since FY 2006-2007 resulted in an average reduction of 22%,
[2] A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed on/yone appeal resulted in a reduction in value and subsequent pending appeals will result in no change in value.
[3J Based on final FY 2009-2010 assessor roll, parcels are owned by American Stores Co LLC and City Heights Retail Vmage LLC, but appeals were filed under the name Supervalu -Albertsons. Both owners are considered Top Ten
Assessees and shown in Table 3.

Fiscal Consultant Report
City Heights Redevelopment Project Area

Page 21
July 9, 2010



8. Top TAXPAYER ApPEALS

As indicated in Table 3, American Stores Co LLC, San Diego Ridge LLC, City
Heights Retail Village, Pearson Ford Properties, and Blue Corner Capital LLC have
appealed the assessed value for one or more Assessor's Parcels that they currently
own.

American Stores Co LLC and City Heights Retail Village filed assessment appeals
under the name Supervalu - Albertsons contesting that the Fiscal Year 2009-2010
assessed value of their parcels should be reduced to $19,344,000 from $25,791,320.
These appeals have not yet been resolved by the County, but DTA has assumed the
appeal is resolved in favor ofthe applicant at a rate of 80% of the contested value as
deseribed in Section ILD.3 above.

In addition, Pearson Ford Properties filed an assessment appeal for one of its ten
pareels, contesting that the Fiscal Year 2009-2010 assessed value of its parcel should
be reduced to $220,000 from $552,037. These appeals have not yet been resolved by
the County, but DTA has assumed the appeal is resolved in favor ofthe applicant at a
rate of 80% of the contested value as described in Seetion ILD.3 above.

San Diego Ridge LLC filed an assessment appeal contesting that the Fiscal Year
2009-2010 assessed value of its parcel should be reduced to $8,376,130 from
$12,886,354; and Blue Corner Capital LLC filed an assessment appeal for all three of
its pareels, eontesting that the Fiscal Year 2009-2010 assessed value of its parcels
should be reduced to $4,250,000 from $7,639,633. These appeals were resolved with
the County reducing the total value to $9,500,000 after the Fiscal Year 2009-2010
Assessor's Roll was finalized. The reduced value is refleeted in Table 13 and Exhibit
A.

E. PROJECTIONS OF TOTAL ASSESSED VALUES

Due to the fact that the eurrent real estate market downturn may last for several years, we
have estimated an annual reduction of assessed values through Fiscal Year 2011-2012. As
diseussed in Seetion ILD.2 above, we have assumed a reduction in value of 8% and 3% for
Fiseal Years 2010-2011 and 2011-2012, respectively. We have then assumed no change in
value for Fiscal Year 2012-2013, an annual increase of 1% each year thereafter through
Fiscal Year 20 18-2019, and an armual increase of2% each year thereafter. However, we are
not showing the increase in values back to base values for any value reductions other than
the 1% and 2% annual increases as described above. It is important to note that the actual
reduction to tax increment for future years may be higher or lower for a number of different
reasons, including filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate determined by
the County Assessor to the annual incremental assessed value of the Project Area. The
general ad valorem tax rate is $1 per $100 of assessed value. In addition to this rate, an
override rate reflects the debt service for various agencies which have issued bonds in the
Project Area. Pursuant to Section 33670 (e) of the Health and Safety Code, approved on
November 8, 1988, tax increment revenues cannot be calculated using property taxes
generated from voter-approved bonded indebtedness on or following January 1, 1989. Table
8 shows the Fiscal Year 2009-2010 rates in the Project Area, separating the override amounts
attributed to bonded indebtedness by participating agencies which excludes those that started
levying a charge after January 1, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value. DTA
assumes a secured tax rate of $1.00 per $100 after Fiscal Year 2009-2010 as the override
rates usually decline over time as values increase and bonded indebtedness is paid off.

TABLE 8
SUMMARY OF PARTICIPATING AND NON·PARTICIPATING AGENCIES

Participating Agencies [1]

City of San Diego Zoological Exhibit
San Diego Unified Lease/Purchase
Metropolitan Water District
County Water Authority

Subtotal

Non-Participating Agencies [2]

San Diego City Public Safety
San Diego Unified Bond Series 1999A
San Diego Unified Bond Series 2000B
San Diego Unified Bond Series 2001 C
San Diego Unified Bond Series 20020
San Diego Unified Bond Series 2003E
San Diego Unified Bond Series 1995F
San Diego Unified Bond Series 1998G
San Diego Unified Bond 2006 Series F-1
San Diego Unified Bond 2006 Series G-1
San Diego Community College Bond Series 2003A
San Diego Community College Bond Series 2003B
San Diego Community College Bond Prop N Series 2006A
San Diego Community College Bond Prop S Series 2009C

Grand Total

FY 2008·2009 Rates for
TRA 008·241 [3J

1.00000%
0.00500%
0.00000%
0.00430%
0.00000%

1.00930%

0.00108%
0.00788%
0.00639%
0.00734%
0.00965%
0.01411%
0.00324%
0.00440%
0.00458%
0.00425%
0.00068%
0.00840%
0.00304%
0.00000%

1.08434%

FY 2009-2010 Rates for
TRA 008·241 (3J

1.00000%
0.00500%
0.00000%
0.00430%
0.00000%

1.00930%

0.00113%
0.00S68%
0.00717%
0.00824%
0.01074%
0.01514%
0.00351%
0.00496%
0.00464%
0.00362%
0.00213%
0.00917% ,
0.00845% !

0.00507%

1.10195%

[1J Agencies that began levying an annual charge before January 1, 1989.

[2) Agencies that have been levying an annual charge after January 1, 1989.

[3] Tax rates based on information provided by the San Diego County Auditor/Controller.
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership of property or new
construction, They are based on the difference between the prior year value and the new
value and can represent either a positive or negative impact to the Project Area value, They
are allocated to the Agency throughout the year and included in the ten apportionments made
each year to the Agency by the Auditor Controller. The history of supplemental tax receipts
in the Project Area is shown in Table 9, To be conservative, future supplemental assessments
are not projected,

TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Refundsl Delinquencies/P Total
Year Roll Corrections Adjustments enalties Adjustments

1999-2000 [2J $157,437.66 ($1,049.26) ($11,571,90) $0.00 $144,816.50

2000-2001 $457,497.96 ($2,480.27) ($29,845.49) $4,005.56 $429,177.76

2001-2002 $716,256.48 ($7,655.52) ($47,202.76) $15,930,31 $677,328.51

2002-2003 $1,225,870.56 ($11,138.80) ($76,834.92) $38,822,01 $1,172,718.85

2003-2004 $1,306,426.84 ($10,703.81 ) ($108,026.22) $60,553.79 $1,248,250,60

2004-2005 $2,204,179.07 ($14,182.59) ($153,101.64) $71,260.75 $2,108,155.59

2005-2006 $2,163,982.71 ($440.76) ($190,476.26) $119,813.91 $2,092,879.60

2006-2007 $1,263,756.02 ($447.84) ($147,957.39) $181,673,52 $1,297,024.31

2007-2008 $1,067,119.91 $2,071.13 ($122,010.74) $313,756,69 $1,260,936.99 I
2008-2009 ($93,964.72) ($27,278.44) ($168,420.70) $526,892,92 $237,229.06

[1] Based on information in the Agency Trust Fund Summary, prepared by the County of San Diego Auditor~Controller,

[2] Fiscal Year 1999-2000 reflects the first year lax increment monies were collected.

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to later
assessment appeals result in refunds for the taxes paid based on the original value, The
historical amounts of these adjustments are also shown in Table 9.

The historical percentage of tax receipts to the actual amount of taxes levied is shown in
Table 10, Please note that the total tax receipts collected often exceed the amount levied due
to collection of penalties and interest. The shortfall in Fiscal Year 2008-2009 can be
attributed to delinquencies and lower revenues received by the Agency from the
supplemental roll than in prior years,
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TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1J

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

I. Reported Assessed Value
Total Project Value [2J $1,031,410,656 $1,093,565,136 $1,200,038,085 $1,342,942,412 $1,503,857,495 $1,697,282,685 $1,939,256,247 $2,172,669,357 $2,347,140,063 $2,415,686,436
Less Base Value [3J 1,023,428,875 1,023,428,875 1.023,428,875 1,023,428,875 1,009,805,618 1,009,805,618 1,005,885,605 1,005,885.605 1,005,885,605 1,005,885,605

Incremental Value 7.981.781 70,136,261 176,609,210 319,513,537 494,051,877 687,477,067 933,370,642 1,166,783,752 1,341,254,458 1,409,800,831
Tax Rate 1.11065% 1.11046% 1.10928% 1.10820% 1.01177% 1.01080% 1.01020% 1.00970% 1,00950% 1.00930%

II. Gross Tax Increment 88,650 778,835 1,959,091 3,540,849 4,998,669 6,949,018 9,428,910 11,781,016 13,539,964 14,229,120
Unitary Revenue 0 0 1,159 1,103 1,623 1,643 1,653 4,198 30,728 31,630
County Administrative Expenses (4,424) (4,714) (13,513) (29,500) (44,970) (69,044) (82,273) (95,992) (100,295) (130,870)

Total Computed Levy 84,226 774,121 1,946.736 3,512,452 4,955,322 6,881,617 9,348,291 11,689,222 13,470,397 14,129.880

Ill. Total Receipts [4] 282,794 1,172,441 2,598,834 4,469,326 5,999,105 8,876,669 11,256,888 12,671,073 14,228,186 13,844,720
Surplus/(Shortfall) 198,568 398,320 652,098 956,874 1.043,783 1,995,052 1,908,598 981,851 757,789 (285,160)
% Difference ofCompLrted Levy [4) 335.76% 151,45% 133.50% 127.24% 121.06% 128.99% 120,42% 108,40% 105.63% 97.98%

[lJ Fiscal Year 1999-2000 reflects the first year tax increment monies were collected

(2J Based on lotal secured and unsecured lelue for the Project prolAded by the San Diego County Auditor/Controller as of 1/1 of Ihe initial year of each ~scal year (i.e. 1/1109 for Fiscal Year 2009-2010)
(3) Base \.!llue was adjusted downward by $13.6 million in FY 2004-2005 and by $3.9 million in FY 2005-2006.

(4J Actual receipts collected often exceed the amount lelAed due to penalties and interest collected by the Agency. The shortfall in Fiscal Year 2008-2009 can be attributed to delinquencies and lower rewnues receiwd by the Agency from the supplemental roll than in prior years
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C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable value of real and personal
property of utilities, and since Fiscal Year 1988-1989, the values have been assessed as a
Countywide uuit. There are several qualifications to the unitary revenue disbursement: a
taxing agency is entitled to receive the same amount ofrevenue as the previous year as well
as an increase of up to 2%, unless unitary revenues decrease below a level adequate to
provide each taxing agency with the same share as the prior year. In this case, the unitary
revenues will be reduced pro rata to all agencies. The other component ofunitary allocation
is significant when the assessed valuation of unitary taxes increases by more than 2% in one
year, in which case revenues are allocated according to the percentage that each taxing
agency in the County receives for secured taxable values. As of Fiscal Year 1988-1989,
when the allocation procedures changed, it was determined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due to the
abovementioned procedure, no unitary revenues were received in years prior to the creation
of the Project Area in 1992.

Unitary revenue for the Project Area received as ofJune 30, 2009 was $31,630. The Project
Area received a proportion of the increased amount as it was entitled to receive a share ofthe
revenues. Assuming that the unitary revenues will stay at a constant level in future years,
DTA is conservatively estimating that the Project Area will continue to receive the same
amouut.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to determine property tax administrative charges
to local agencies in the proportion that is attributable to their property tax administrative
costs to the County. The average administrative cost is 0.82% ofgross incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show the administrative charge as a deduction
to the gross revenue in the Project Area.

E. SECTION 33676 RESOLUTIONS

Pursuant to Section 33676 of the Health and Safety Code, the City of San Diego, the
Southern California Metropolitan Water District (the "MWD") and the San Diego County
Water Authority (the "CWA") have elected to be allocated that portion of the tax increment
revenues generated by the Project Area that are attributable to increases in their overridc tax
rates, and/or increases in the assessed value of taxable property in the Project Area (limited
to a maximum annual inflationary growth of2% allowcd by Article XIIIA of the California
Constitution). However, since the City has suspended its receipt ofpayments due pursuant to
Section 33676 for the term of the bonds (for purposes ofthis analysis, we have assumed that
the term includes the Series 1999A, Series 1999B, 2003A, and 2003B bonds, as well as the
proposed Series 2010 Bonds and any future bonds), the only reductions in available tax
revenue will be the payments due to MWD and CWA.
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The effect of the election by taxing entities to receive revenues generated by increases in the
ovenide tax rate does not affect DTA's tax increment projections because (as discussed in
Section IILA above) only overrides in existence prior to January 1, 1989 are included. The
effect ofthe allocation of taxes to the taxing entities can result in a reduction in the amount
ofrevenue allocated to the Project Area. Allocations resulting from the inflationary increase
in value are computed by San Diego County by compounding the base year value of a
redevelopment project by 2% per year and allocating to the electing taxing entity its share of
base levy (1 %) taxes generated by the difference between the compounded and actual base
year value. The City receives 21% ofthe base levy and MWD receives 0.0043% ofthe base
levy. Please note that the CWA did not receive a share of the 1% property taxes during
Fiscal Year 2009-2010, and therefore will not receive any tax increment revenues.

As the City has suspended its receipt ofpayments due pursuant to Section 33676 for the term
ofthe bonds (for purposes ofthis analysis, we have assumed that the teml includes the Series
1999A, Series 1999B, 2003A, and2003B bonds, as well as the proposed Series 2010 Bonds
and any future bonds), the only reductions in available tax revenue will be the payments due
to MWD.

It is our understanding that the other taxing entities (the San Diego Unified School Distlict,
the San Diego Conununity College District, and the San Diego County Office ofEducation)
have rescinded resolutions pursuant to Section 33676, as these resolutions have been
superseded by the tax-sharing agreements discussed in Section F below.

F. TAX SHARING AGREEMENTS

The Agency has entered into agreements to share tax increment revenues with the following
taxing entities: the County of San Diego, the San Diego Community College Distlict, the
San Diego Unified School District, and the San Diego County Office of Education. The
agreements for each of the foregoing taxing entities are similarly structured. Pursuant to the
agreements, the Agency agrees to pay to each taxing entity, beginning in Fiscal Year 1993
1994 (the first year of tax increment eligibility) and continuing until the Agency's right to
receive revenues as set forth in the agreements. Such fixed percentages are as follows:
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County of San Diego
1993-1994 to 2001-2002
2002-2003 to 2011-2012
2012-2013 to 2031-2032

San Diego Community College Distriet
1993-1994 to 2006-2007
2007-2008 to 2011-2012
2012-2013 to 2016-2017
2017-2018 and thereafter

San Diego Unified School Distriet
1993-1994 to 2001-2002
2002-2003 to 2016-2017
2017-2018 to 2031-2032

San Diego Office of Education
1993-1994 and thereafter

10.47%
13.09%
15.70%

6.46%
5.00%
2.50%
1.00%

Between 4.98% and 5.01 %
15.00%

Between 15.65% and 16.72%

0.65%

In addition, the agreement with the County ofSan Diego (the "County Agreement") provides
for additional payments should annual tax inerement revenues exeeed speeified amounts set
fOl1h in the agreement. Such additional payments would equal 20.94% of the excess tax
increment revenues. As indicated in Exhibit A, tax increment never exceeds the projected
amounts shown in the County Agreement and therefore, our projection does not include any
additional payments of 20.94% of the exeess increment. The County Agreement also
includes provisions that the County receive any revenues resulting from an increase in the
base (1 %) tax rate, which the County alone is specially granted authorization to levy by the
State Legislature or voters of the County.

All of the above agreements are subordinate to any new debt service. The agreements also
provide that the Agency, in good faith, attempt to structure the new debt such that sufficient
tax increment revenues remain available to pay the Agency's obligations under these
agreements.

An amendment to the agreement provides that the tax increment revenue used to compute
payments due the County shall exclude any revenues attributable to the City's rescission or
suspension ofpayments due pursuant to the City's Section 33676 Resolution (discussed in
Section lILE above). As a result ofthis anlendment, the Agency is able to pledge and expend
revenues otherwise due as payments pursuant to the agreement on debt service on the Series
1999A, 1999B, 2003A, and 2003B bonds, as well as the proposed Series 2010 Bonds and on
any future bonds. Any such expenditure of the revenues otherwise due as payments shall not
constitute a debt of the Agency to be repaid from future tax increment ofthe Project Area.
Similar changes in the computation ofpayments due under the remaining agreements have
been acknowledged, in writing, by the remaining entities with which the Agency has
agreements. Payments shown as due to the taxing entities in Exhibit A are computed
excluding revenues generated by the suspension of the City's Section 33676 Resolution.
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G. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Connnunity Redevelopment Law (Health and Safety Code, Section
33000 et seq.), the Agency is required to sct aside 20% of all tax increment revenues into a
low and moderate income housing fund. For the purposes ofthis analysis, DTA assumes that
the Agency will continue to set aside 20% of the tax increment in order to improve, add to,
or maintain the City of San Diego's supply oflow and moderate income housing in future
years. Exhibit A, which projects future tax increment revenues for the Project Area, indicates
the amount set aside for low and moderate income housing each year as a separate line item.
The housing revenues are pledged to pay debt service on the proposed pooled housing bonds
described in Section 1.C.

H. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency information for the Project Area was researched with the County on May 10,
2010. As of this date, 569 parcels (6.19% of the total parcels) in the Project Area had a
delinquency rate of4.48% in the payment of secured Fiscal Year 2009-20 I0 property taxes
to the County Tax Collector.

InfOlTIlation regarding foreclosure proceedings for residential parcels within zip code 92105,
which fully encompass the Project Area, but also include areas outside the Project Area, was
researched through RealtyTrac on May 10, 2010. As of this date, 514 residential properties
had Notices of Default recorded with the County of San Diego, 700 residential properties
were undergoing a trustee's sale, and 884 residential properties were bank-owned. Please
note that zip code 92105 encompasses over 22,000 residential units while the Project Area
encompasses 19,585 rcsidential units. Therefore, the actual number ofresidential properties
within the Project Area which are affected by foreclosure proceedings will be less than stated
above.

I. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In connection with its approval of the budget for Fiscal Years 1992-1993 through 1994
1995, the State Legislature enacted legislation which reallocated funds from redevelopment
agencies to school districts by shifting a portion of each agency's tax increment, net of
amounts due to other taxing agencies, to school districts for such liscal years for deposit to
ERAF. For Fiscal Year 2008-2009, the State Legislature adopted AB 1389 which required
redcvelopment agencies to pay into ERAF an aggregate amount of$350 million. Of the $350
million, the Agency's share was approximately $11.5 million and the Project Area's share
was $284,000. However, a suit filed in superior court in Sacranlento by the California
Redevelopment Association, along with two local redevelopment agencies and John Shirey,
the Executive Director of the California Redevelopment Association, rendcred portions of
AB 1389 invalid, including the requirement for the Agency to make the Fiscal Year 2008
2009 ERAF payment. The State filed a notice of intent to appeal the ruling of the superior
court, but the appeal was subsequently dropped by the State.

In July 2009, the State Legislature adopted AB 26 which required redevelopment agencies to
pay into their respective County Supplemental Educational Revenue Augmentation Fund
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("SERAF") an aggregate amount of $1.7 billion in Fiscal Year 2009-2010, of which
approximately $56 million was the Agency's share, and an additional $350 million in Fiscal
Year 2010-2011, of which approximately $1l.5 million is the Agency's share. In October
2009, the California Redevelopment Association filcd a lawsuit challenging the validity of
AB 26. On May 4, 2010, the court issued a ruling dcnying the pctition of the California
Redevelopment Association and dcnying a stay oftransfcr of funds from the redevelopment
agencies to the counties. On May 5, 2010, the CRA and other agencies decided to appeal the
ruling. The Agency cannot detel1l1ine whether the appeal will be successful.

On May 10,2010, the Agency made the payment cqual to approximately $56 million for the
Fiscal Year 2009-2010 SERAF paymcnt allocated to thc Agency. Of this amount,
approximately $3,940,000 was allocatcd to the Project Arca. The payment was made with
prior-year Project Arca non-housing tax increment revenues on hand. The Agency expects
that it will be required to make a Fiscal Ycar 2010-2011 SERAF payment of approximately
$11.5 million on May 10,2011. Ofthis amount, approximately $810,000 will be allocated to
the Project Area. This paymcnt will also be paid from prior-year Project Area non-housing
tax increment revenues on hand. It is unknown whether there will be additional future ERAF
or SERAF payments.
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[v. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED VALVES

Tables 11 and 12 present an analysis of the greatest changes in assessed value between
Fiscal Years 2008-2009 and 2009-2010. As shown in Tables 11 and 12, the total assessed
value for 2,118 residential parcels was reduced by $297,189,434 (percentagc change from
Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is -41.88%) by the County Assessor for
Fiscal Year 2009-2010 as a result ofProposition 8 reductions, other assessment appeals, and
changes in ownership. Ofthe remaining residential parcels in the Project Area, 3,602 parcels
increased in value by the 2% inflation factor for Fiscal Year 2009-2010 and 2,500 parcels
were increascd in value by greater amounts. The remaining 202 residential parcels either
increased by less than the 2% inflation factor or remained w1changed from Fiscal Year 2008
2009. In total, residential parcels in the Project Area decreased in value for Fiscal Year
2009-20 I0 by $245,501,3 10, or decreased by 12.27% from the residential property values
for Fiscal year 2008-2009. The Project Area decreased in total value by $242,821,646
(10.28%) for Fiscal Year 2009-2010.

More specifically, there were two property owners in the Project Area whose total value
increased by $5,937,454 for Fiscal Year 2009-2010 due to a change in ownership and new
construction. There were also three property owners in the Proj ect Area whose total value
decreased by $16,973,848 for Fiscal Year 2009-2010 due to an increase in the exempt value
assigned by the County.
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TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE

Reason for FY 2008R2009 Secured FY 2009-2010 Secured
Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Top Ten Parcels that fncreased in Value
Dawson Avenue Senior Apartments LP Ownership Change 1 $0 $4,000,000 $4,000,000 0.00%
4391 Courtyard LLC New Construction 1 2,392,920 4,330,374 1,937,454 80.97%
Tran Hoa Giae & Nguyen Le Huang Ownership Change 2 937,241 2,455,985 1,518,744 162.04%
Finest City 011 Corp Ownership Change 1 163,816 1,370,000 1,206,184 736.30%
Ganas Properties LLC Ownership Change 2 134,310 867,000 732,690 545.52%
Anderson Lawrence J Uvint Trust 03-14-91 Ownership Change 1 420,859 1,122,000 701,141 166.60%
City Hei9hts Realty LLC Ownership Change 6 5,277,982 5,950,369 672,387 12.74%
Almansour Mumtaz Ownership Change 1 0 612,000 612,000 0.00%
Huynh Paul Dong & Hong Bieh Ownership Change 2 816,713 1,428,000 611,287 74.85%
.Qh~_~_f2_9XidChinh, Ch_~p.R<;l_Q_.Irien Ownership Change 1 1fj4,Q§2 :@!j,275 591,1~§ 304.60%

Subtotal 18 10,337,930 22,921,003 12,583,073 121.72%

Top Ten Parcels that Decreased in Value
City Heights Square LP Increase in Exemption [2] 1 6,337,840 0 (6,337,840) -100.00%
BR Workforce LLC Increase in Exemption [3] 1 15,088,929 9,552,921 (5,536,008) -36.69%
Hamilton San Diego Apartments LP Increase in Exemption [2] 1 5,100,000 0 (5,100,000) -100.00%
RTC-1 LLC Increase in Exemption [3] 1 8,900,000 7,353,000 (1,547,000) -17.38%
Federal National Mortgage Assn Ownership Change 10 2,731,937 1,258,499 (1,473,438) -53.93%
Aurora Loan Services LLC Ownership Change 6 2,608,275 1,196,250 (1,412,025) -54.14%
Federal Home Loan Mortgage Corp Ownership Change 8 2,556,782 1,330,500 (1,226,282) -47.96%
lndymac Bank Ownership Change 5 1,668,756 782,500 (886,256) -53.11°j"
LB One LLC Ownership Change 5 1,274,603 481,000 (793,603) -62.26%
4157 Menlo Ave LLC Proposition 8 Reduction Z 1,072,428 360,000 (712,428) =.26.43%

Subtotal 45 47,339,550 22,314,670 (25,024,880) -52.86%

All Other Parcels NA 9,137 2,304,488,946 2,074,109,107 (230,379,839) -10.00%

Total 9,200 2,362,166,426 2,119,344,780 (242,821,646) -10.28%.

[11 Assessed V<3!ues provided by the County Assessor as of 1/1 of the initial year of each fiscal year (Le. 1/1/09 for FY 2009-2010).
[21 Based on discussions with the County Assessor, increase in exemptions was due 10 an increase in affordable housing units.

[31 Based on discussions with the County Assessor, increase in exemptions was due 10 an increase in square footage used for educational purposes.
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TABLE 12
LARGEST CHANGES IN SECURED ASSESSED VALUE

FY 2008-2009 Secured FY 2009-2010 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Residential
Increase in Value (Greater Than 2%) 2,500 366,474,187 399,912,309 $33,438,122 9.12%
Increase in Value (Equal to 2%) 3,602 906,212,864 924,333,817 $18,120,953 2.00%
Increase in Value (Less Than 2%) 115 11,835,078 11,964,127 129,049 1.09%
No change in Value [2J 87 7,393,338 7,393,338 0 • 0.00%
Decrease in Value from Automatic Prop 8 Reductions [3] 1,069 337,455,861 207,309,906 -130,145,955 -38.57%
Decrease in Value from Increase in Exemption [4] 7 11,901,145 100,091 -11,801,054 -99.16%
Decreas~J_T}Value (Ownership_Changed) [5] 1,042 3612,313,129 205,070,704 -155,242,425 -43.09%

Subtotal 8,422 $2,001,585,602 $1,756,084,292 (245,501,310) -12.27%

Non-Residential
Increase in Value (Greater Than 2%) 49 31,172,885 42,878,601 11,705,716 37.55%
Increase in Value (Equal to 2%) 629 278,843,860 284,420,198 5,576,338 2.00%
Increase in Value (Less Than 2%) 16 7,997,157 8,043,266 46,109 0.58%
No change in Value [21 36 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [3] 14 7,518,041 4,700,036 -2,818,005 -37.48%
Decrease in Value from Increase in Exemption [4] 6 25,191,117 17,273,635 -7,917,482 -31.43%

-----.9_~g~§se in Value (Ownership Changed) [51 16 7,194,501 4,047,191 -3,147,310 -43.75%
Subtotal 766 357,917,561 361,362,927 3,445,366 0.96%

New Residential Parcels [6] 11 NA 1,686,400 1,686,400 NA
New Non-Residential Parcels [6] 1 NA 211,161 211,161 NA
Superceded Parcels [7J 13 2,663,263 NA -2,663,263 NA

Total 9,200 $2,362,166,426 $2,119,344,780 (242,821,646) -10.28%

[1] Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2] A total of 25 residential parcels and 23 non-residential parcels had a Net Assessed Value of$O. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
[3] Based on discussions with the County appraiser, the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

[4] Values were reduced folloWing successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

[5] Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County revised the assessed value of the parcels to reflect the market value.

[6] New parcels for FY 2009-2010 as a result of parcel changes from the prior year.

[7] FY 2008-2009 assessor parcels that did not ha\o€ matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summarizes new development that may increase assessed values within the
Project Area in the future. For purposes of this analysis, however, we have conservatively
assumed that there will not be any increase in assessed values for future years as a result of
such new development within the Project Area.

. City Heights Square Residential &
Retail

The City Heights Square Residential & Retail Project is a five
story building with 92 residential units (14 affordable units),

21,006 square feet of retail space and two levels of subterranean
parking. The Project is one component of the master planned

City Heights Square redevelopment project. The total cost of the'
improvements is $40 million. Projected completion date: October

2011.

The table below summarizes a new project which will result in a reduction ofassessed value
due to propeliy being classified by the County as non-taxable and removed from the tax roll.
It is expected that the project will be owned and operated by a tax exempt non-profit entity.
For purposes ofthis analysis, we have assumed a reduction offuture assessed value equal to
the Fiscal Year 2009-2010 taxable value of such propeIiy.

Fairmount 26

The Fairmount 26 Project is proposed to be developed on a 0.71
acre site located at 3332-3406 Fairmount Avenue. The Project
will be mixed-use with 26 affordable apartments, 1,295 square
feet of classroom space, 4, I00 square feet of commercial/retail

space, and 61 parking spaces. The property is expected to be
removed from the tax rolls. Projected completion date: June

2012 Value removed from 2012-2013 roll: $844,625.

C. TAX INCREMENT PROJECTIONS

Table 13 summarizes the Fiscal Year 2009-201 0 assessed values and details how the net tax
increment is calculated. Exhibit A projects the tax increment to be generated by the Project
Area through Fiscal Year 2042-2043, which represents 5I years after the adoption of the
Plan. DTA has estimated the future tax increment based on the Project Area assessed
valuation for Fiscal Year 2009-2010, utilizing the assumptions stated herein regarding
cun'ent adjustments to the increment.

For purposes of this analysis, we are using the Fiscal Year 2009-2010 County Assessor's
secured assessed value, which is lower than the Auditor's secured value, to calculate the
projected annual tax increment. As discussed in Section lJ.D above, Fiscal Year 2009-20 I0
includes a reduction in value for pending assessment appeals and assessment appeals which
were resolved after the Fiscal Year 2009-20 I0 Assessor's Roll was finalized. As discussed
in Section IV.B above, the tax increment projection includes a reduction in value for Fiscal
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Year 2012-2013 due to property being classified by the County as non-taxahle and removed
from the tax roll.

As discussed in Section 11.0.2 above, the projections are based on a reduction in value of8%
and 3% for Fiscal Years 2010-2011 and 2011-2012, rcspcctively. We have then assumed no
change in value for Fiscal Year 2012-2013 other than the removal ofvalue for the Fainnont
26 project as explained in the table above, an annual increase of 1% each year thereafter
through Fiscal Year 2018-2019, and an annual increase of 2% each year thereafter. Other
than the 1% and 2% annual increases as described above, we are not showing the increase in
values back to base values for any value reductions. Actual reductions or increases in
assessed value will vary.

The real property value described above is added to the value of personal property, which
includes secured and unsecured personal property within the Project Area less unsecured
exemptions for Fiscal Year 2009-201O. The value ofpersonal property is assumed to remain
constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base year
value, and the tax rate used in the calculation ofgross revenue for Fiscal Year 2009-201 0 is
the actual tax rate. This is assumed to decrease in subsequent years. Unitary revenue and
administrative charges result in adjustments to the net tax increment, for which the
assumptions were discussed previously. The set aside for low and moderate income housing
is shown as a separate line item. As stated earlier, payments made to taxing entities pursuant
to tax sharing agreements are subordinate to debt service on the Series 1999A, Series 1999B,
Series 2003A, and Series 2003B bonds, as well as the proposed Series 20 I0 Bonds and on
any future bonds. Additionally, the tax-sharing payments shown are computed excluding
revenues accming to the Agency from the rescission of the City's Section 33676 Resolution.
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TABLE 13
FY 2009-2010 TAX INCREMENT REVENUE ESTIMATE

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secured

Unsecured Values [2]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Unsecured

Total Secured and Unsecured

FY 2009-2010
Taxable Value

$1,126,605,838
1,155,644,029

244,746

2,282,494,613
(163,149,833)

2,119,344,780

o
13,917,524
20,065,147

33,982,671
(5,526,336)

28,456,335

2,147,801,115

Base
Taxable Value

$490,269,612
515,268,139

4,342,701

1,009,880,452
(24,921,121)

984,959,331

o
20,926,274

o
20,926,274

o
20,926,274

1,005,885,605

Incremental
Taxable Value

$636,336,226
640,375,890

(4,097,955)

1,272,614,161
(138,228,712)

1,134,385,449

o
(7,008,750)
20,065,147

13,056,397
(5,526,336)

7,530,061

1,141,915,510

Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [10]

Available NonMHousing Tax Increment Revenue
Available Housing Tax Increment Revenue

Estimated Valuation Adjustments
Assessment Appeal Valuation Reductions:

Adjusted Incremental Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5]
Supplemental Roll [6]
Second Implementation Agreement In~Lieu Payment [7]
Adjustments to Gross Estimated Revenue

Administrative Expenses [8]
Estimated Levy Shortfall [9]

Section 33676 Resolutions
Metropolitan Water District (MWD)
County Water Authority (CWA)

Net Tax Increment Revenue

LowfModerate Income Housing SetMAslde Revenue

Total TaxMSharing Amounts by Agency
County of San Diego
San Diego Community College District
San Diego Unified School District
San Diego County Office of Education

1.00930% [4]

3.00%

0.00430%
0.00000%

13.09%
5.00%

15.00%
0.65%

($48,081,644) [3J

$1,093,833,886

$11,040,065
$31,630

$0
$0

($110,401 )
($331,202)

($18,104)
$0

$10,611,989

($2,126,019)

($1,286,373)
($491,357)

($1,474,071 )
($63,876)

$0

$5,170,292
$2,126,019

[1] Assessed values provided by the County Assessor as of 1/1/09.

[2J Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSVVP70@"asof1/1f09.

[3J Based on pending appeals for FY 2008-2009 and 2009-2010, and appeals which were resolved after the assessor roll was finalized for FY
2009-2010. Actual reduction based on appeals will vary.

[4] The actual tax rate of 1.00930% is used for FY 2009-2010. A 1.00% tax rate is used from FY 2010-2011 to the end of the projection as
shown in Table 10.

[S] Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller.

[6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[?] For purposes of this analysis, we have assumed that APN 471-552-34 becomes exempt In FY 2010-2011 and that the Redevelopment
Agency collects the InMlieu Payment beginning in FY 201 0-2011.

[8] Estimated at 1.00% of the gross revenue for the Project Area.

{9] Estimated levy shortfall. Based on Table 10 (Historic Receipts to levy), actual shortfall for FY 2008M2009 was less than 3% based on the
trust fund summary.

[10] The Agency was required to make an SERAF payment of approximately $3,940,000 for the Project Area on May 10, 2010. The Agency
made the payment with prior-year Project Area tax increment revenues on hand. D
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LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the Agency.
The report is based on estimates, assumptions and other infonnation provided by the City
and developed from DTA's research and telephone discussions with County staff, as well as
our understanding of County tax procedures. The sources of information and basis of the
estimates are stated herein. While we believe that the sources of infonnation are reliable,
DTA does not express an opinion or any other fonn of assurance on the accuracy of such
information. In addition, since the analyses contained herein are based on legislation and
County procedures, which are inherently subject to uncertainty and variation depending on
evolving events and poliey changes, DTA cannot represent that the results presented herein
will be achieved. Some assumptions inevitably will not materialize and unantieipated events
and cireumstances may oceur; therefore, the actual results aehieved will vary from the
projections.

J:\CLlENTS\SanDiego\Redevelopment\City I-Ieights\FCRs\2009-1 O\PCR_CH_07.doc
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Do~;" "",", , ."";"". ~~ DRAFT

CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTlON

Agency Share 01 Tax lnc,gmentless Section 33676 R"solutions

Non--Housing & Housing Ta~ Increment Revellue

Fiscal Year Ending:

~~other ~:'.E.~~y_'4~1__
Total Value

2009 2010 2011 21112 2013 21114 2015 2016 2017 2018 2019
21110 2011 21/12 21113 2014 2015 2016 2017 21/18 2(119 2020----- ---- --- --- ---- --- --- --- ------ --- ---

$2.133,017,558 $2,077,259,069 $1,911.078,343 $1,853,745.993 $1.852,901,368 $1,871,430,381 $1,890,144,685 $1,909,046,132 $1,928,136,593 $1,947,417,959 $1 ,96G,892, 139
0 0 0 0 18,529,014 18,714,304 18,901,447 19,090,4Gl 19,281,356 19,474,180 39,337,843

(48,08_1:~~ (166,180,725) (~I:332,350) (844,625) 0 0 0 0 0 0 0

2,084,935,914 1,911,078,143 1,853,745,993 1,852,901,368 1.871,430,381 1,890,144,685 1,909,046,132 1.928,136,593 1,947,417,959 1.966,892.139 2,006,229,982

14,783,557 14,7~.~,557 14>783,557 !-~,783,557 14,783,':;';;':" 14,7&3,557 ~.!83,557 14,783,557 14,783.557 2.4 ,783,557 14,783,557

2,099,719,471 1,925,861,900 1,868,529,550 1,867,664,925 1,686,213,938 1,904,928,242 1,923,829,689 1,!i42,920,15l1 1,962,201,516 1,981,675,698 2,021,013.539

1,093,833,866 919.976,:1.95 862,643,945 861,799,320 880,328,333 899,042,637 917,944,084 937,034,545 956.315.911 975,790,091 1,015,127.934

11,040,065 9,199.763 8,626,439 8,617,993 8,803,283 8,990,426 9,179,441 9,370,345 9,563,159 9,757.901 10,151,279
31,630 31,630 31,630 31.630 31.630 31,630 31.630 31.630 31,630 31,630 31,630

0 218,709 212,147 212,147 214,269 216,412 218,576 2:1.0,762 222,969 225,199 229,703

0 0 0 0 0 0 0 0 0 0 0
(110,401) (91,998) (86,2M) (86,180) (88,033) (8S,904) (91,794) (93,703) (95,632) (97,579) (101,513)
(331,202) (275,993) (258,793) (258,5::~ 0 0 0 0 0 0 0

10,630,093 9,082,112 8,525,180 8,517,051 8,981,150 9,148,564 9,337,853 9,529,034 9,722,127 9,917,151 10,311,11111

1,405,985,442 1,434,105,151 1,462,78/,254 1,492,042,999 1,521.883,859 1,552,321,535 1,583,36'1,967 1,615.035,326 1,647,336,033 1,680,282,754 1,713,888,409
421,026,111 449,145,820 477,827,923 507,083,668 536,924,528 567,362,205 598,408,636 630,075,995 662,376,702 695.323,423 728,929,078

(18.104) (19,313) (20,547) (21,805) (23,088) (24,397) (25,732) (27,093) (28,482) (29,BS9) (31,344)
0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0

10.611,989 9.062,798 8,504,613 8,495247 8,938,062 9,124,168 9,312,121 9,501,941 9,693,645 9,887,252 10,279,756
----.~- --- ---~ --- -........_-~

~--- --- ~--- --- ---- ---
111,611,989 9,062,198 8,504,613 8,495,247 8,938,1l62 9,124,168 9,312,121 S,5111,941 9,693,645 9,887,252 10,27S,758

(2,126.019) (1,816,422) (1,7115,032) P.703,410) (1,792,230) (1,829,713) (1,861,571) (1,905,807) (1,944,425) (1_983,430) (2,062,220)

(1,286,373) (l,044,996) (964,336) (1,145,709) (1,205,579) (1,224,953) (1244,420) (1,263,980) (1,283,832) (1.303,373) (1,354,085)
(491,357) (399,1S8) (368,348) (182,438) (191,971) (195,055) (198,156) (201 ,271) {81,760} (83,Ol7) (86,247)

(1,474,0/1) (1,197,474) (1,105,M5) (1,094,626) (1,151,827) (1,170,337) (1,188,936) {1,207,624} (1,367.027) (1,378,089) (1,422,220)
(63,87~ _~.:..,891) ~..a~l _f~7,434) (49,912) (50,715) ~ ~~~~ (53,144) (53,961) (56,061)

(3,315,678) (2,693,518) (2,485,816) (2,470,207) (2,599,289) {2,641 ,(60) (2,683,033) (2,72S,205) (2,785,562) (2,818,441) (2,918,613)

0

5,170,292 4,552,1158 4,313,986 4,321,6311 4,548,543 4,853,395 4,781,518 4,870,929 4,963,657 5,085,381 5,298,923
2,128,019 1,816,422 1,705,032 1,703,410 1,792,23ll 1,829,713 1,867,571 1,9ll5,8ll7 1,944,425 1,983,43ll 2,062,220

0.00430%
0.00000%
0.00000%

S984,959,331

Section 33676 Resolulions
Metropolilan Water Dislri~t (MWD)
County Water Authority (CWA)
City of SBn Diego [1 OJ

2% or CPI Annual Growth on Tolal Socured Value
Incrementa! Secured Vaille Over Base of:

LowlMo<:lNate Income Housing Set,Aside Revenue

Total Tax-Shafing Amounts by Agency [11]
County of San Diego
San Diego Communily College Dlstrtct
San Diego Unified School DistrIct
San Diego County Office o~Educa\ion

Total Ta~-Shaling

Payments to Supplemental Educational Revenue Augmenlation FUM (SERAF) )12J

Available NOll--HousiflQ Tax Incremellt Revenlle
Available HOllsing Taxlncr"m"nl R"vellu"

Incremental Value Ovef Base of- $1,005,885,605

Gross Revenue [5)
Unitary Revenue [6)
Second Implementation Agfe~m~nlln-LiellPayment [7J $23,772,689

Adjllslments 10 Gross Revenue
Supplemental Roll
Property Tax Administ,ative Fee (8)
Esti,,",l~d Levy Shortfall [9] 3.00%

Net Taxillcremellt Revellue

Real Property@2,O% [1)
Estimated Real Property Value Increase )2]
Assumed AppealsiPlop_8 RedllC.lionlProperty T'ansfer ImpadINegaliv6 Prop 13 [3]

Total Real Property

I'! 1,",I"d~. '",""d .nd un,ocl.od lond and imp'ovement v,h,e i~ \h~ P,ol.ct I... ,~cmed e,emption.
'0' FY 2ooo·20tO. S.OLMOdvoILJ. P'Midfto oy tho COLJ"ty A.....o' .. of 111109. iJn,oc,,,,," v.l"o
plOv'""d by 'h. C~"nt~ of ·S,~ Diego "',,"~o<lC'"'t<oio, Roport 'V.I r;~ PSWP70@"e,of111{()<J
FY 2010-2011 ..dlKlMvalue 'or So<ond j",pl.m.nt"'io~Ag,ae"'~"IIr.-li." P'Y""nl

12l A"uma, no oho<>9" ;~""h", (a< Fi=>IYoar 2012·2013,.n ~"nu.i inc'.... of '% ft.oh ,ear
th.,,~aftft' II~b"gh Fi<coIY• ., 20ta.:i'019. ond.~ .,,"'"11 ,"",.... of2% ead' y~., 'h.'.~ft.,.

I'll FY 2009·20tO,.6ueho"b•••6 onp.<><IinQ app""fs fo' FY 2Q08.200Qand 2000·2010.•"d .pp~.I.

wMch wafe ..oo""d afi., 'h. as,",,", 'oli w.. f"'.'''~rl (~, FY 2OlJ9.2(!1O. B.oed on rlioeus.io~.

with 'h. c,,""'~. i' io ."im.ted thof tM totol fe.1 p<op.rty vok,. C<>unty-wid. will bo caouee6 by 1% 10'
FY 2010-201t .nd FY 2011·2012 0<. '.'u~ of P,oposihon3, Pmp"'"'"m t3, .~pe.Is,.>I<I P<0P."Y
tmn.fo". Actu.lled"d"'n fmm P'O~osi';o~ S, ap"".I" .~<I p,op."Y t,.mM,s will va,y, We h.ve
o>sum"" 0 r~<I(J.c1ion in v""e 018%.nd 3% fM FY 20tO-t t .nd 20tl·12, ,.sp.div~ly. fY 2012.
2013 .Ioe i'lCl"des ~ '~d",,'ion (0' "Fai""oul't 2l> "'hkh is .'pedocl '0 b.,amo a 'a,.~""mpt

offorrl.blo ho"';ng p,ol.ot dU'ing FY 2012.2013.
141 Inolml~••ow",d and \<o..,ou,o<l p."bn.1 p,opo~yv,",,, ih 'h£ P,oject 1<.. un",,"u,.d .,.mp'''''''

fo, FY 2009·2010. S~,u,edval,,,, oa,oa Mdhe f;~ol FY 2009·2010A3••••'" Rol, U",""",eaval"e
pco';Qod by the Coun<:y "I s.~ Di.so AlKl,oflCont,oUeL W. have a",'m.,J t~i. v.lt", I~ 'emain
coo,tant 10' e.ch subsequen' y.er

[5l Th. od".1 'ox,.le 011.00930% i' usod fo' FY 2l109·W10. A HXl'h'a,,~te i. "..,d I,~", FY ,Oll\
2011 to tho ~nd otthe p<o[.ctiQn

i~J B...<I on ••tim.l.d a'"""~II,,r FY :I{}(l8..2009 p,ovidod by tho Counly of So~ [>;ogo
AC>rl"b,ICont,o~,,'

!7J fOf pumo'" of thi. an.ly,;•. v," hovo ","""'od 'hat APi'! 4"11.552_3' become' .""'pl ;n fy Wt (l.

2011 .n<l 'h.t 'he R~o.volopmont Ag.""VOoJ1.ct. th~ Ir.-U." P>ymont ".ginni~S in FY 2010-2011.

[8j ",<tim.'orl.t 1,00 per<enlbfgms. ,.vonuo fo' 'he Pfbiact A,••

191 Esthn.t~,J le"l' """,U.ij, [l.<;ed on Table 10 (Hi,",,;c R.o.;,"' tb L~"Y). aotu.1 "hortfall f01 FY 2000
2009 w•• Ie'$ lhan 3% ba••d on 'h. ,,,,,t 1;",<1 ,umm.""

!1Ul Tno City ha' ''''I'<'''"~o its ,.co'pl ~l payme"',clu. ,""",,,,nl to it. Socli"n 3:t676 R.,biul;on '0' Ih.
'.~n of tho Bends

1111 IItI t....h.'lhg a",,,,,nt. are suoord'".'~ to .ny e'i.ti"tl 0' fuMe hooos

1'2) The Ago~cy \Va, fo""'r.d to make an S~RAF p.y",~nt Qlopp,o,im.t.ly $3.-~n,OOO fo, the "tojoco
N •• "" May \0, ?O1O. Tho Ag"ncYffi.d~ ih. p.ym.nl with p,ior_ye.. P,oj.ct Area to, i""'.m.n'
'ev.m",. o~ he,,"
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CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Agency Share 01 I ax InCremenI kess ;';eCnOll :;:;010 KeSOIUI!OnS

Adjusiments to Gross Revenue
S"pplemental Roll
Proporty Tax Adminislrative F"e [8]
Estitnilled Levy Sh.ortfall 19] 3.00%

Keal property@2.0% [1J
Estimated Rea! Property Val'I" Increase [21
Assumed AppealslProp 8 RnductioniProperty Transfer ImpadIN.)gaUve Prop 13 PI

Tolal Real Property

2020 2021 2022 2023 2024 2025 2026 2027 2(}211 2029 2030
21121 2022 2023 2024 2(}25 21126 2027 21128 2029 2030 2031-- --- -~~-- --- --- ---~~ ---- --- ---- ---- ---

$2,006,229,982 $2,046,354,581 52,087,281,673 $2,129,027,307 $2,171,607,853 $2,215,040.010 $2,259,340.810 $2,304,527,626 $2,350.618,179 $2,397,630,542 $2,445,583.153
40,124,600 40,927,092 41.745,633 42,580,546 43,432,157 44,300,800 45,186,816 46,090,553 47,012,364 47,952,611 48,911.663

0 0 0 0 0 0 0 0 0 0 0

2,046,354,581 2,087281,673 2,129.027,307 2,171,607,853 2,215,040,010 2,259,340,810 2,304,52.7,626 2,350,618,179 2,397,630,542 2,445,583,153 2,494,494,816

14,783,557 14,783,55~ 14,783,557 14:183,557 14,783,557 14,783,557 14,7i'!3,557 ~~3,557 14,783,557 14,783,557 14,783,557

2,061,136,136 2,102,065,230 2,143,81D,864 2,186,391,410 2,229,823,567 2,274,124,367 2,319,311,183 2,365,401,736 2,412,414,\199 2,4&0,366,71\1 2,509,278,373

1,055,252,533 1,096,179,625 1,137.925,259 1,180,505,805 1,22.3,937,962 1,268,238,762 1,313,425,578 1,359,516,131 1,406,528,494 1,454,481,105 1,503,392,768

10,552,525 10,961,796 11.379,253 11,805,058 12,239,380 12,682,388 13,134,256 13,595,161 14,065,285 14,544,811 15,033.928
31,630 31.630 31,630 31,630 31,63Q 31,630 31,630 31,63Q 31,630 31,630 31,630

234,297 238,983 243,762 248,638 253,610 258,683 263,856 269,133 274,516 280,n06 285,607

0 0 0 0 , 0 0 0 0 0 0
(105,525) (109,618) (113,793) (118,051) (122,394) (126,824) (131,343) (135,952) (140,653) (145,448) (150,339)

0 0 0 0 0 0 0 0 0 0 0

10,712,927 11,122,792 11,546,853 11,967,276 12,462,227 12,845,877 13,298,460 13,759,974 14,230,779 14,711,600 15,200,825

1,748,166,1n 1,783,129,500 1,818,792.090 1,855,167,932 1.892,271,291 1,930,116,717 1,968,719,051 2,008,093,432 2,048,255,301 2.089,22.0,407 2,131.004,815
763,206,846 798,170,169 833,832,759 870,208,601 907,311,000 945,157,386 983,759,720 1,023,134,101 1,063,295,970 1,104,261,076 1,146.045,484

(32,818) (34,321) (35,855) (37,419) (39,014) {40,M2} (42,302) (43,995) (45,722) (47,483) (49,280)
0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0

10,680,110 11,088,470 11,504,998 11,929,857 12.363212 12,805,235 13,256,098 13,715,979 14,185,057 14,663,517 15,151,545

---- ---- ---~ -~-- ----," --- ~---- --- --- --- ---
10,686,110 11,088,470 11,564,998 11,929,857 12,363,212 12,865,235 13,256,098 13,715,979 14,185,057 14,663,517 15,151,545

(2,142,585) (2,224,558) (2,308,171) (2,393,455) (2,480,445) (2,569,175) (2,659,680) (2.751,995) (2,846,156) (2,942,200) (3,040,165)

(1,405,810) (1,458,570) (1,512,385) (1,567,276) (1,623,265) (1,680,374) (1,n8,625) (1,798,042) (1,858,646) (2,212,921) (2,290,144)
(89,542) (92,903) (96,330) (99,827) (103,393) (107,030) (110,740) (114,525) (118.385) (140,950) (145,869)

(1,467,594) (1,513,382) (1,560,550) (1,609.203) (1,659,453) (1,710,343) (1,762,988) (1,816,3M) (1,870,485) (2,219,968) (2290,144)
(58,202) _ (60,387) (62,615) {64,88~~ (67,205) __~~~:576} ~~~:l (74,441) ~,950~ __.J91 ,618) 2 4 ,815)

(3,021,148) (3,125,241) (3,2.31,880) (3,341,193) (3,453,316) (3,567,317) (3,684,336) (3,803,313) (3,924,466) (4,665,457) (4,820,971)

0

5,516,376 5,738,671 5,964,948 6,195,268 6,429,451 6,668,743 6,912,683 7,166,611 7,414,435 7,055,86fJ 7,290,469
2,141,585 2,224,558 2,3fJ8,171 2,393,455 2,486,445 2,569,175 2,559,5811 2,751,995 2,845,156 2,942,2110 3,646,165

0.00430%
0.00000%
0.00000%

5984,959,331

Net Tax Increment Revenue

2% or CPl Annual Growth on Total SecI"ed Vallie
Incremental Secured Value Over 8ase of:

Section 33676 Resolutions
MelropoUla" Water Di~t<id (MWD)
County Water AlIth~rity (CWA)
City of San Djeg~ 110l.__

Tolal Other Property 14L _

Total Value

Incremental Value OIN Sase 01: $1,005,885.605

Gross Reven"" [5J
Unital)' Reven"e [6J
Second implementation Agreement In-Liou Paymeni [7) $23,772,689

N"n.«"using & Housing Tax Incn'm~ntRevenue

LowiModerate Income Housing Set_A-'\ide Revenue

Tolal Ta~-Sharin9 Amounts by Agehcy [11]
County 01 San Diego
San Diego Community Colleg~ Dfst,ict
San Diego Unified School District
San Diego County Office of Education

Total Ta~--Sharing

Payments to Supplemental Educational Revenue Augm"nlauon Fund (SFRAF) [12]

Available NOll'«ous;ng Tax Increment Revenue
Available Housing Ta~ Increment Revenue

[1] jncj,,<I<>" ""cu,,,d",,, lIn'e<ureo land and ;mpmvem~m ""I". inlhe P10jO'" Ie....",,,.d ."mphon,
for FY 2009·;1010. S.CUliNJ VOll", provitled bylhe Coumy A.....o' .. ~r1!11G9. UM.cur.d ""Ill.
provide" "y Ih. CQU,"Y of 8." Di.~o AUd"o"Conllc~rRoport "Val File·04 P$\Nf'70@"aso;111109
FY 2010_2011 ."",,d•• v".,. fQr ""'-""nd rmp",monl.lioft As"ementl...UeH roym.,"

i~1 A$~",,~' no ch.n9" in"",.'. for "i,c.IY.ar 201,.2013, a" om",.1 'oem."" or 1% .a<hyoar
thereafter IhroU\lh "",,"I Ye.' 21)li)__2G19, .nd .n ."""01 i~"M"" 01 2% ea<h y••' th.",a~.,

13! fY 200\l·201G 'edoclion baood on pon<l'"g oopeal. fo' FY 'OO8-=.<>t! :;>OO&-2Q'O, a"" a~re.l.

w!>;cnw",e '0,01,.<1 .f..cth. a"ps.o, loll '""'s finalized fo' FY 200&-'01D. S...d O~ di",u",0n,
with tho Coun[y, it", "'1;m",.<1 [hat 'hel~tal r.ol p,~p"'y v.lu. Couoly·wido \,;~ b. 'ed"",,<1 by 1% b'
fY 2G1Q.2011 and FY 2Gl1·2012 a,. '.su~ of P'Of'"il;oo 8, P,op""lion 13, awe"',.<>t! pmp.,ly
Iran.f.rs, AcI~.1 r~d""lionf'om P'Of'o'ilion 8.•ppe.I" a"o ~r"p.'ly I,a""f.,. lHill·J.ry. We have
assumed a 'eduction in v.lu. "f 8% .~d 3% fOf FY 2010.11 ono 2011-12, respectivoly. FY W12_
2013 also indll<lb< a 'eouctk", for "Fairm"',"' 26" whi<~ i< .~ctbd to beeao'e • l.v.<,,~mp'

.([ocd,b", Mo,i,,!! projecl oUIing FY 2D12.21)13
I~] Includes .e,ured 3,ld un••<""o P."o",,1 plOpO"y v.I". in Ihe 1',*,.1 I... u"sew'.o ox.mplk""

10' FY 200&-2D1G, Secu,"d voluo b..eo Off lha fi"al FY 2009-20lOAs"",,""r Ro~. u"..,,,red ",I""
rm"i""o by Ihe CQuoly 0' S." Di.yo Auo~",fCon\,oie" We bave ..."m.d 'hi< ",1>,.. to lomai~

<o"slanl for eao~ ""bs.~u."t y••'.

IS] Tho .du"jl" ra'. ~i 1.009~0% i' u""o for FY 2009.201G. A 1.00% I•• ,.1. i< """0 f,Q", FY ,01(1.
2011 IQ 'be .,," Qllb<> pfoi.dlon

16] Ba..d Oh ."li",atoo .mO'''~ 10f FY 2008.2009 p'ovXl.o by lhe County or Son Di'90
A,,""mICnn'ro!fo,-

[7] F~r purposes of Ih;••""Iysis, W. ~<Wo "Su'"~~ tho! APN 471·%'·~4 becQmos exempt i" FY <01(1.
2011 and tnal the Reoevelopmonl Agoncy <ol1ecls Ih. hLie"P.ym.nl b.9iMi~g in fY 2010·21)11

18] E.lim.lad.' 1,00 p.«.nt of 9'0" r.V"nu. for the P'oiocl Ar••
Ig] Esl'malod lovy .",,"I.i, S..ao on hbl. 10 (Hi<lo'i" Receipl' 10 LWII. aclu.l_rtr.llfo' fY 200<>

2009 w.,I.s, In.,, 3% "a.ed on 111. 1"1$\ h,<! ,u",m.ry
110! The Ci(yh.s susp.n<leo iI. ",coipl of poyn,.n" duo P'"S"ont 'oi" Sodion3367£ Resol~1",,, for 1.-..

term 0'1". B~nds

l1 \j ~n 1"""'l3ri"g a",ounl. a.. ""bo'din>.t. IQ any e';,llng ~r (,,\ur. bono,

!11] The Ag",'"yWM ,equi,.o 10 ",ok. on SERAF pay",.nl o( apPfQ><ima'ely ng.o,ooo brlh" P,oi.cI
A..a on Ma11D. 2010. Tf>e Ay.""y ",od. Ih. pay",.nt wilh prim.yo., Proiect Area Ia,i",,'e"'enl
...v."u.. 0" ~.M
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CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

Total Value

Agency Share ,,(Tax Increment Less Section 33876 ResoMions

fiscal Y"ar Ending:

Total Othef Property [4)

2031 2032- 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
2032- 2033 2034 2035 2036 2037 2038 2039 2040 20.1-1 2042 2043---- --- --- ----- --- --- ---- --- --- --- ---

$2,494,494,818 $2,544,384,712 $2,595,272,407 $2.647,177,855 $2,700,121,412 $2,754,123,840 $2,809,206,317 $2,865,390,443 $2,922,698,252 $2,981,152,217 $3,040.775,282 $3,101,590,787
4g,889,395 50,887,894 $1,905,448 52,943,557 54,002,428 55,082,477 $5,184,128 57,307,809 58,453,985 59,623,044 60,815,505 82,031,815

0 0 0 , , , , , 0 , , ,
2,544.384,712 2,595,272,407 2,647,177,855 2.700,121,412 2.754,123,840 2,809.208,317 2.865,390.443 2,922,698,252 2,981,152,217 3,040,775,262 3,101,59(),767 3,181,822,582

14,783.557 14.7'>3,557 14,783,557 14,783.557 14,783.557 14,783,557 14,783,557 14,783,557 14,783,557 14,783.557 14,783,557 14,783.557

2,559,168,269 2,610,055,964 2,661,961,412 2,714,9114.969 2,768,9117,397 2,623,969,674 2,660,174,000 2,!I37,4111,809 2,!I95,935,774 3,055,556,619 3,116,374,324 3,1711,4116,139

1,553.282,684 1,804,170,359 1,656,075.807 1,709,019,364 1,763,021,792 1,818,104,289 1,874,288,395 1.931,596,204 1,9>10,050,189 2,049,673,21d 2.110,488,719 2,172,520,534

15,532,827 18,041,704 16,560,758 17,090,194 17,630.116 18,181,043 18,742.864 19,315,982 19.900,502 20,4%,"132 21,104,887 21,725,205
31,630 31.830 31,830 31,830 31,630 31,630 31,830 31,830 31,630 31.630 31,830 31,830

291,319 297,145 0 , , 0 , , , , , ,
, , , , 0 , , , , , , ,

(155,328) (180,417) (185,808) (170,902) (176,302) (181,810) (187,429) (193,180) (199,005) (204.967) (211,049) (217,252), , , , , , 0 , , , , 0

15,700,448 16,210,062 16,426,781 16,950,922 17,4115,546 18,030,863 18,587,086 19,154,433 19,733,127 20,323,395 211,925,469 21,539,584

2,173.624,911 2,217,097.409 2,281,439,356 2,306,888,145 2,352,801,508 2,399,857,538 2,447.854,688 2,498,811,782 2,546,748,018 2,597,682,978 2,849,636,638 2,702.829,371
1,188,885,580 1,232,138,078 1,278,480,027 1,321,708,814 1,367,842,177 1,414,898,207 1,482.895.357 1,511,852,451 1,561,788,687 1,812.723,647 1,864,677,307 1,717,670.040

(51,113) (52,982) (64,889) (58,833) (58,817) (80,641) (82.905) (85,010) (87,157) (89,347) (71,581) (73,860)
0 , , , , , , , , 0 , ,
0 , 0 , 0 , , , , , , ,

15.849,335 16,157,080 16,371,892 16,894.08(1 17,426,729 17,970,()22 18.524,181 19.089,423 19,685.970 20.254,048 20,853,888 21,485,724

----- --- --- .~-~ --~
._-~ --- -_._-- ~~- --- ----

15,649,335 16,157,oao 16,371,892 16,894,089 17,426,729 17,9711,022 18,524,181 19,1169,423 19,6&5,970 20,254,048 20.653,888 21,465,724

(3,140,090) (3242,012) (3,285,358) (3,390.184) (3,497.109) (3,608,173) (3,717,417) (3,830.887) (3,948,825) (4,064,(79) (4,185,094) (4,307,917)

(2.368,322) , , , , , , , , 0 , 0
(150,849) (155,944) (165,608) (170,902) (178,302) (181,810) (187,429) (193,180) (199,005) (204,967) (211,049) (217,252)

(2,380,779) , , , , , 0 , 0 , , ,
(98,052) (101,36-:2 (107,645) (111,088) ~_(~~,598) ~~~~?D (121,829) _~~25,554) ~J:.~9,3(3) (133,229) (137,182) (141,214)

(4,978,001) (257,306) (273,253) (281,968) (290,899) (299,987) (309,258) (318,713) (328,358) (338,196) (348,231) (358,466)

0

7,531,244 12,657.760 12,1113,264 13,221,916 13,538,721 14,063,862 14,497,5(16 14,939,623 15,390,987 15,851,173 16,32(1,553 16,799,341
3,14(1,090 3,242,012 3,285,356 3,390,134 3,497,109 3,6G6,173 3,717,417 3,63G,887 3,946,625 4,1164,679 4,185,094 4,307,917

0.00430%
0.00000%
0.00000%

$984,959,331

Net Tax Increment Revenlle

2% or CPI Annual Growth on Total Secured Value
Incremeotal Secured Value Over Base of:

Section 33676 Resoluti<m.
Metropoijtan Water [);strict (MWD)
C""nty Waler Authority (CINA)
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I. INTRODUCTION

The Redevelopment Agency ofthe City of San Diego (the "Agency") anticipates issuing two
series of Tax Allocation Bonds in the summer of 2010 to be secured by tax increment
revenues from the Project Area as explained in Section I.C below. David Taussig &
Associates, Inc. ("DTA") has prepared this Fiscal Consultant Report (the "Report") to
project tax increment revenues generated by the increase in assessed value of real and
personal property within the Project Area. In addition, the Report describes the methodology
and assumptions utilized in these projections, evaluating the histOlic and current taxable
values, the projected values ofnew construction, the effects ofpending assessment appeals,
and the property tax collection and allocation procedures of the Connty of San Diego (the
"County").

A. CROSSROADS PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area
was adopted by the City Council of the City of San Diego on May 6, 2003
(accomplished by Ordinance No.19l74 N.S.). The main purpose of establishing the
Plan was to promote economic growth enhancement, infrastructure improvement,
expansion ofemployment and recreational oppOltunities, preservation and expansion
of housing stock, and retention and expansion of existing neighborhood supporting
businesses.

The Plan will remain in effect until thirty (30) years from the date of adoption.
Pursuant to subdivision (a)(1) of Section 33333.2 of the Health and Safety Code, the
time limit on the establishment of loans, advances, and bonded indebtedness to be
funded through tax increment revenues is twenty (20) years from the adoption of the
Plan. Also, total outstanding bonded indebtedness ofthe Project Area to be repaid by
the allocation of taxes to the Agency is not to exceed $100 million at any point in
time. In accordance with subdivision (a)(3) of Section 33333.2 of the Health and
Safety Code, the time limit for the receipt oftax increment revenues is forty-five (45)
years from the adoption of the Plan. Please see below for a chart summarizing the
above information.
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Tax Amount of Tax Maximum Maximum Time
Ordinance Increment Increment Amount of Allowed to Incur
Adopted Collection Collected to Bonded Bonded

Limit Date Indebtedness Indebtedness

May 6, 2003
45 Years [2] $16,328,736 [3] $100 Million 20 Years from

[I] Adoption of Plan
[1 JThe Project Area is a post AB J290 project area as discussed in Section III.F below.
[2] The time limit for the repayment of indebtedness is also 45 years.
[3] Total receipts for Fiscal Year 2004-2005 throu2:h 2008-2009 as shown in Table 10.

The Project Area is administered by the City Redevelopment Division of the City
Planning and Community Investment Department. The Project Area encompasses
1,031 acres and either connects with or is in proximity to the Redevelopment
Agency's existing City Heights, College Grove and College Area Redevelopment
Project Areas, as well as the Redevelopment Project Areas of the City of Lemon
Grove and La Mesa. The Project Area also is in close proximity to San Diego State
University, College Grove Shopping Center and the Joan Kroc Center, a l2-acre
family support, education, recreation, and cultural arts facility.

B. COMPREHENSIVE AFFORDABLE HOUSING COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing
Opportunity Program to provide greater flexibility in financing affordable housing
projects throughout the City of San Diego. In July 2007, the Agency approved four
separatc non-revolving housing lines of credit with San Diego National Bank in an
aggregate amount of $34 million secured by the housing set-aside funds from four
project areas: City Heights ($11 million); Naval Training Center ($7.1 million);
North Bay ($8.6 million); and North Park ($7.3 million). Of the $34 million, $29
million was allocated to the Affordable Housing Opportunity Program. The
Affordable Housing Opportunity Program has provided approximately $26 million
for affordable housing projects in the North Park, San Ysidro, Barrio Logan,
Crossroads, and City Heights projcct areas.

Housing proceeds from the Serics 2010 Bonds not needed for housing programs or
developer repayments in the Project Area will be available for projects in other
project areas through the Comprehensive Affordable Housing Collaborative
Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing two series of tax allocation bonds in the summer of
2010: one stand-alone tax-exempt series secured by non-housing tax increment
revenues, and one pooled taxable series secured by housing tax increment revenues
from the Project Area and the City Heights, Naval Training Center, North Bay, North
Park, and San Ysidro project areas.
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The tax-exempt proceeds of the stand-alone bonds supported by non-housing tax
increment are expected to be used for public improvements in the Project Area. The
proceeds ofthe pooled housing bonds are expected to be used for repaying bank lines
of credit and to finance a portion of the costs for low and moderate income
affordable housing projects within or of benefit to the project areas listed above.

D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent current uses ofannual net tax increment revenues after
payments are made for AB 1290 pass-throughs.

1. AGENCY DEBT TO THE CITY

a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

In 2008, the Office ofInspector General ("OIG") of the HUD audited
the City's Community Development Block Grant ("CDBG") program
and issued a report to HUD which recommended, among others, that
the City initiate repayment plans for CDBG loans to the Agency.
City and Agency staff worked with HUD representatives over the
past year to develop a plan to address the OIG's report and have
agreed upon a 10 year schedule of repayment to the San Diego
CDBG Program. A February 2010 repmi to the Agency Board and
the City Council recommended that staff be directed to prepare a
CDBG Loan Repayment Agreement between the Agency and the
City for future Board and City Council approval. It was also
recommended that the tenns of the proposed Repayment Agreement
include the following provisions, among others: 1) that all
repayments made by the Agency pursuant to the Repayment
Agreement and all obligations and any indebtedness of the Agency to
the City created by the Repayment Agreement shall be subordinate to
any pledge of tax increment to bond holders of any tax allocation
bonds which have been or may be issued by the Agency; and 2) that
repayments by the Agency may be made using tax increment funds,
land proceeds, or other revenues of the Agency.

The total amount ofoutstanding CDBG loans for the Project Area as
ofJune 30, 2009 is approximately $847,000, ofwhich approximately
$578,000 is principal. Loans from the City were provided in the
years preceding and immediately following the adoption of the
Project Area, to pay the costs associated with adoption and
administration of the Project Area until a sufficient stream of tax
increment revenue was generated.
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b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital
outlay, TransNet (transportation), and general funds. The City
utilized sales tax funds to capitalize initial project area activities such
as land acquisition, public improvements and administrative costs in
the Project Area and North Park and San Ysidro project areas. Tax
increment growth replaced the need for such capitalization. The
City's funding of these project areas was recorded as interest bearing
loans to the Agency.

The Project Area has approximately $340,000 in outstanding non
CDBG related debt to the City as of June 30, 2009, of which
approximately $215,000 is principal. Loans from the City were
provided in the years preceding and immediately following the
adoption of the Project Area, to pay the costs associated with
adoption and administration of the Project Area until a sufficient
stream of tax increment revenue was generated.
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II. PROJECT TAXABLE VALVES

The County of San Diego Assessor (the "Assessor") determines the assessed valuations of
real and personal property in the Project Area. The secured roll is the County Assessor's roll,
which contains real property for which ad valorem taxes are secured by a lien on the
property, and the unsecured roll contains business personal property, for which ad valorem
taxes are not secured by a lien. The County assigns values to each Assessor's Parcel, which
is listed in turn by an Assessor's Parcel Number ("APN"). The County Assessor releases the
equalized County Assessor's roll on or prior to the first ofJuly of each Fiscal Year. At this
time, the Auditor Controller compiles the tax roll based on this information. The Auditor
Controller assigns each APN to a Tax Rate Area ("TRA"), which is a geographic area
containing Assessor's Parcels with the same tax rates. The Project Area includes three
TRAs: 08-269,08-270 and 08-271. The Auditor Controller is responsible for combining the
assessed values provided by the Assessor for all APNs within the Project Area and releasing
a report each July showing the secured and unsecured values for the current and base year as
well as the incremental value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies
in the total net assessed values provided by each agency due to procedural differences and
timing of obtaining the data. Please note that Table I is based on values provided by the
County Auditor. Since the County Assessor's secured values are lower than the Auditor's
values, we have conservatively used the lower secured values in Tables 2, 3, II, and 12 and
the tax increment projections in Tables 13 and Exhibit A. The secured assessed values shown
in Tables 13 and Exhibit A are based on the County Assessor assessed values and the
unsecured assessed values shown in these tables are based on the County Auditor values.
Please note that the Fiscal Year 2009-2010 assessed values shown herein are dated as of
January 1, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic secured and unsecured taxable values in the Project Area
for Fiscal Years 2004-2005 through 2009-2010. These values, which are based on
information provided by the County of San Diego Auditor Controller, are shown in
Table I. As listed in the table, the Fiscal Year 2002-2003 base year value for the
Project Area is approximately $519 million following an adjustment downward of
$475,000 made by the County in Fiscal Year 2005-06. The total secured and
unsecured value for the Project Area has risen from nearly $519 million for Fiscal
Year 2002-2003 to over $870 million for Fiscal Year 2009-2010, an increase of
approximately 68%.

As shown in Table 1 below, assessed values for property located within the Project
Area experienced double-digit percentage increases from Fiscal Year 2005-2006
tlu'ough Fiscal Year 2007-2008. Much of this annual increase can be attributed to
value changes due to changes in ownership and new development which resulted in
the construction ofapproximately 152 new residential units since Fiscal Year 2004
2005.
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In Fiscal Year 2009-2010, property located within the Project Area experienced a
decline in value of approximately 18% from Fiscal Year 2008-2009. Most of the
reduction in value was due to assessment appeals and Proposition 8 reductions made
by the County Assessor. Please see Section II.D.2 below for more infonnation
regarding the decline in value for Fiscal Year 2009-2010.
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TABLE 1
HISTORICAL TAX INCREMENT VALUES [1]

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values [2]

Land $276,745,099 $331,073,699 $409,504,645 $454,297,981 $470,539,142 $427,046,732
Improvement 360,911,978 411,608,198 447,328,649 478,222,833 496,841,542 463,642,014
Personal Property 952,814 1,079,640 882,079 1,536,202 1,380,381 912,081

Gross Value 638,609,891 743,761,537 857,715,373 934,057,016 968,761,065 891,600,827
Less Exemptions (42,183,033) (42,528,324) (49,389,149) (48,452,212) (50,932,766) (52,274,373)

Total Secured 596,446,858 701,233,213 808,326,224 885,604,804 917,828,299 839,326,454

Unsecured Values [2]

Land 0 0 0 0 0 0
Improvement 7,919,812 9,242,516 8,697,752 8,765,219 9,277,391 10,367,278
Personal Property 14,742,489 19,604,303 17,041,652 18,367,077 20,172,632 22,101,530

Gross Value 22,662,301 28,846,819 25,739,404 27,132,296 29,450,023 32,468,808
Less Exemptions 0 (1,175,540) (972,659) (1,166,105) (1,139,996) (1,603,780)

Total Unsecured 22,662,301 27,671,279 24,766,745 25,966,191 28,310,027 30,865,028

Total Secured and Unsecured 619,109,159 728,904,492 833,092,969 911,570,995 946,138,326 870,191,482

Percentage Change in Total Value NA 17,73% 14,29% 9.42% 3.79% -8,03%

Base Year Value 519,302,499 518,827,473 [3] 518,827,473 518,827,473 518,827,473 518,827,473

Incremental Value 99,806,660 210,077,019 314,265,496 392,743,522 427,310,853 351,364,009

Percentage Change in Incremental Value NA 110.48% [4J 49.60% 24.97% 8.80% [5J -17.77% [5J

[1J Assessed values as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2] Based on information provided by the County of San Diego Auditor/Controller as indicated in "Report Val File-04 PSWP70@".

[3] Base value was adjusted downward following an adjustment of $475,000 in Fiscal Year 2005-2006 due to additional exemptions for certain unsecured values.

[4] Percentage change in annual incremental value would be impacted by changes in the base year value.

[5] Additional information regarding the slower rate of increase or decrease in the overall total value can be found in Tables 11 annd 12. Much of the reduction in value in Fiscal Year 2009~2010 was due to
assessment appeals and Proposition 8 reductions. II

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3, 11, and 12 are based on values provided by the County Assessor. Based on discussions with the
County Auditor/Controller and County Assessor, discrepancies in the total net assessed values are due to procedural differences and timing in obtaining exemption data.
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B. Values by Laud Use Type

The Projeet Area includes a combination of land uses based on an analysis of the
Fiscal Year 2009-2010 Assessor's roll. This allocation indicates that 59.33% of the
Project Area valuation is attributable to residential land uses (including 30.56% of
multifamily residential land use and 15.56% of single family residential land use),
38.92% of the value is attributable to commercial property (ofwhich 15.64% is retail
and 14.85% is office space), 0.51 % is attributable to industrial property, and 1.24%
is attributable to institutional property. The breakdown by land use type is shown in
Table 2.

TABLE 2
FY 2009·2010 ASSESSED VALUE BY LAND USE

Land Use [1] No. of Parcels [1J Units
Secured Total Net Percent of

Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Vacant Residential

Single Family Residential

Multi-Family Residential

Mobilehome

Condominium

Miscellaneous

Subtotal

Commercial Property (land use codes 20 through 39)

Office Space

Retail

Vacant Land

Other Uses

Subtotal

Industrial Property (land use codes 40 through 49)

'Institutional Property (land use codes 70 through 79)

Total

33

750

369

2

878

4

2,036

205

65

36

67

373

12

22

2,443

0 $3,545,217

751 $129,700,233

3,958 $254,684,978

2 $652,000

878 $105,868,392

0 $9,955

5,589 $494,460,775

NA $123,774,525

NA $130,379,060

NA $7,409,852

NA $62,805,220

NA 324,368,657

NA $4,245,301

NA $10,343,721

5,589 $833,418,454

0.43%

15.56%,

30.56°!o

0.08%

12.70%

0,00%

59.33%,

14.85%

15.64%

0.89%

7.54%,

38.92%

051%

1.24%

100.00%

[1] Includes parcels with a secured net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assesssor's Roll.

[2] Based on final FY 2009-2010 Assessor's Roll. Land use codes provided by the County Assessor.

Note: Table 1 is based 00 values provided by the Auditor while Tables 2, 3, 11, and 12 are based 00 values provided by the
Couoty Assessor. Based on discussions with the County Auditor/Controller and County Assessor, discrepancies in the total
net assessed values are due to procedural differences and timing io obtaining exemption data.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-2010 equalized roll.
The table shows the assessee name/owner, the land use of Assessor's Parcels under
their ownership, the number of Assessor's Parcels under their ownership, the total
net assessed valuation under their ownership, the percentage ofthe total Project Area
assessed value represented by that owner's property, and the percentage of the total

II
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Project Area incremental value represented by tbe applicable owner's property.

As ofMay 10,2010, all top ten assessees are current in the payment of their property
taxes.

CentrePoint LLC, one of the top ten assessees, contests that the value of its 13
parcels should be reduced to $8,180,000 from $16,182,345. The appeal has not yet
been resolved by the County, but DTA has assumed the appeal is resolved in favor of
the applicant at a rate of 80% of the contested value as described in Section ILD
below. In addition, as described in Section IV.B. below, the property owned by
CentrePoint LLC is expected to be redeveloped in the future. For purposes of this
analysis, we have not modeled any reduction or increase in value as the property is
redeveloped (otber than as a result of the pending appeal).

In addition, three parcels owned by Odom Family LP with a net assessed value of
$8,984,179 were sold to Wakeland Village Green after the Fiscal Year 2009-10
Assessor's Roll was finalized on 1/1/2009. The parcels will be used for affordable
housing and became tax-exempt. The tax-exempt status for the three parcels has been
reflected in Table 13 and Exhibit A.
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'TABLE 3
_._-,

FY 2009-2010 TOP TEN ASSESSEES

Secured Total Net Percent of Secured Percent of
Owner Land Use No. of Parcels Assessed Value [1] Total Net Value Incremental Value [2]

Lakha Properties San Diego LLC RetailNacant Commercial 11 $43,496,529 5.22% 12.38%
HG Real Estate Partners LP Multi-Family Residential 2 $29,710,595 3,56% 8.46%
CentrePoint LLC [3J Multi-Family Residential/RetaiWacan! 13 $16,182.345 1.94% 4.61%
1401 Camino Investors LP, 9375 Associates LP Office/Retail 2 $14,588,040 1.75% 4.15%
Sears Roebuck & CoJLWF San Diego LLC Community Shopping Center 2 $14,294,046 1.72% 4.07%
Pacific Region Realty Corp. Rest Home/Convalescent Home 1 $11,172,608 1.34% 3.18%
Odom Family LP [4] MUlti-Family Residential/Office 5 $10,624,060 1.27% 3.02%
YFP Campus Pointe LLC Office/Retail 2 $9,872,891 1.18% 2.81%
Prebys Conrad Trust 12-17-82 Multi-Family Residential 3 $9,387.319 1.13% 2.67%
Russo Properties LTD Vacant CommerciaVOffice/Retai! 11 $9,284,736 1.11% 2,64%

Grand Total NA 52 $168,613,169 20.23% 47.99%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS: $118,271,555
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS: $168,613,169
SECURED TOTAL NET ASSESSED VALUE: $833,418,454
TOTAL TAX INCREMENT VALUE: $351,364,009

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE: 14.19%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE: 33.66%

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE: 20.23%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE: 47.99%

[11 Includes parcels with a secured net assessed value equal 10 SO. Excludes parcels owned by public agencies based on final FY 2009-10 Assesssor's Roll.

[21 Based on final FY 2009·2010 Assessors Roll.

[31 As shown in the Appeals section, CentrePoint llC contests that the vatue of its 13 parcels should be reduced to $8,180,000. 1he appeal has not yet been resolwd by the County, but OTA has assumed the appeal is resolwd in fa\Or of the applicant at a rate of 80% of the
contested value as described in the Appeals section. The reduced value is not shown abo"",,, but has been reflected in the tax increment projections herein.

[41 Three parcels ol'ffled by Odorn Family lP with a net assessed value of $8_984, 179 were sold to Wakeland Village Green after the FY 2009·10 Assessors Roll was finalized on 111/2009. The parcels will be used for affordable housing and became tax·exempt. The tax~

exempt status for the three parcels is not shown 000\6, but has been reflected in the tax increment projections herein.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

If a property owner believes that the assessed value of his/her property is
inaccurate, an appeal may be filed with the County Assessment Appeals
Board during the peliod between July and November of each fiscal year. A
resolved appeal may produce a reduction in the original contested value and a
refund to the property owner for overpaid property taxes. If the appeal is
withdrawn, there is no change in the original valne.

During a real estate market downturn, the market value ofproperty may fall
below the assessed value. Under State law, Proposition 8 allows property
owners to apply for a temporary reduction in assessed value to match the
current market value. As market values increase, the assessed property values
will also increase up to the original assessed value (plus the annual California
Consumer Price Index ("CPI") increase, not to exceed 2%, as stipulated by
Proposition 13).

In addition, the County Assessor's office allows property owners to file a
Proposition 8 reduction request to their area appraiser between January and
May ofeach fiscal year in order to reduce the assessed value oftheir property
without having to file an assessment appeal with the County Assessment
Appeals Board, otherwise known as an informal review. The County
Assessor's office provides this option to property owners in order to limit the
number of assessment appeals requiring hearings before the County
Assessment Appeals Board. In order to calculate the reduced assessed value,
the area appraiser will use several variables, including the date of
construction, land use type, and recent comparable sales from the
surrounding area.

A property owner may file multiple appeals for one parcel (for the same or
different fiscal year), resulting in a parcel having several appeals being
reviewed by the County Assessment Appeals Board at any time. Based on
discussions with the County Assessment Appeals Board, in cases where
multiple appeals have been filed on one parcel, typically one appeal will be
resolved and subsequent appeals will not result in further reductions ofvalue.
Therefore, for purposes of this analysis, DTA has assumed only one appeal
resulted in a reduction in value, and subsequent pending appeals will result in
no change in value.

As of March 8, 2010, there were 195 unresolved appeals for 182 parcels
within the Project Area. Tables 4 through 7 show recent historical assessment
appeals in the Project Area, providing the following information: fiscal year
in which appeal was received, land use, owner/applicant name, number of
parcels being appealed by owner/applicant, whether or not appeal is for
Proposition 8, number of pending appeals included in our analysis (when
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multiple appeals have been filed on one pareel), the status of the appeal, the
contested assessed value, the applicant's opinion of value, the proposed
changed value for pending appeals or board approved value for resolved
appeals, and the impact of the changed values.

2. ApPEALS INFORMATION PROVIDED BY THE COUNTY

The County Assessor has provided the following information for inclusion in
this Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of
assessed values of real property during their "informal" review
process (1/1/2009 - 5/30/2009) for such fiscal year. In addition to
the 32,000 informal applieations, the County Assessor's offiee was
proactive and, on its own, reduced the assessed values for
approximately 72,000 properties County-wide. Less than 3,500 of
the 104,000 total reduetions were for non-residential properties.
When the County Assessor's offiee receives a large number of
requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to
review the entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447
"formal" assessment appeal applications were received for Fiscal
Year 2009-201 0 during the County's formal review period (7/2/2009
- 11/30/2009) for such fiscal year. Because these appeals are going
through the County's formal process, any reductions to value will
take longer to appear on the tax roll than reductions made through the
County's informal appeal process described above.

For the Fiscal Year 201 0-2011 roll, the County Assessor estimated a
County-wide reduction in net assessed value of approximately 1.0%
from the Fiscal Year 2009-2010 roll. This reduction is based on
economic factors such as lower sales prices, reduced levels of new
construction, Fiscal Year 2009-2010 appeals/reductions, as well as
the 0.237% decline in the CPI which will be applied to all property
subject to Proposition 13 (rather than the typical 2% annual increase).
For Fiscal Year 2011-2012, the County Assessor estimates a County
wide reduetion similar to Fiscal Year 201 0-2011, based on historieal
trends.

In order to estimate the magnitude of the Fiseal Year 2010-2011
change in value for the Project Area, DTA compared the Project Area
reduction in value from Fiscal Year 2008-2009 to Fiseal Year 2009
2010 to the County-wide reduction in value for the same period.
Based on discussions with the Agency, the Project Area is anticipated
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to experience declines larger than the County-wide average due to
project specific factors. Therefore, we have assumed a reduction in
value of 6% and 4% for Fiscal Years 2010-2011 and 2011-2012,
respectively. The chart below summarizes the reduction in assessed
values and its impact on incremental value.

• Project Area Project Area-rr
.: -'.

J A ..u~ Change in Change in
rj, -' Assessed Incremental

Value [I] Value Value

Actual 2009-20 I0 -3% -8% -18%
Estimated 2010-2011 -1% -6% -16%
Estimated 2011-2012 -1% -4% -13%
[1] Based on infonnation provided by the County of San Diego Assessor's Office.

3, HISTORICAL ApPEAL REDUCTIONS

DTA researched the pending and recently resolved assessment appeals to
determine how tax refunds as a result of appeals might reduce the tax
increment received by the Agency from the Project Area.

For pmposes of this analysis, DTA has excluded any appeals that were
withdrawn by the applicant. In addition, DTA has assumed that pending
appeals resulted in a reduced value equal to the greater of the applicant's
opinion ofvalue or 80% ofthe contested value. The estimated reduction for
pending appeals is based on an analysis of resolved assessment appeal data
for property in the Project Area and other project specific factors and
estimated County-wide value reductions going forward as explained in
Section I1.D.2 above.
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4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, a total ofthree appeals with an assessed value of$I,O 14,887 were filed in Project Area as shown in
Table 4. The appeals were resolved with a total reduction in value of $244,887 for Fiscal Year 2006-2007, a 24.13% decline.

TABLE 4
'" " ----- ---------- --- "

FY 2006~2007ASSESSMENT APPEALS

Number of
Pending

Number Numberof Appeals Applicants Percentage
of PropS Included in Assessed Opinion of Resolved I ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis Value Value Pending Value Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0_00%

Resolved Appeals
Residential
INDIVlDUAL HOMEOWNERS 3 3 $1,014,887 $832,400 $770,000 1$244,8871 ~24.13%

Subtotal- Residential 3 3 NA $1,014,887 $832,400 $770,000 ($244,887) -24.13%

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%
Resolved Appeals Priorto Final FY 2009-2010 Assessor Roll 3 3 NA $1,014,887 $832,400 $770,000 ($244,887) -24.13%

Resolved Appeals After Final FY 2009·2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0,00%

Total FY 2006-2007 Pend ina and Resolved Aooeals 3 3 NA $1,014,887 $832,400 $770,000 1$244,8871 ~24.13%
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5. ~FISCALYEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of20 appeals were filed in the Project Area as shown in Table 5. Ten appeals were resolved
with no change in value. The remaining ten appeals with a total Fiscal Year 2007-2008 assessed value of$4,687,224 were resolved
with a total reduction in value of$I,252,224 lor Fiscal Year 2007-2008, a 26.72% decline.

TABLE 5
FY2007·2008 ASSESSMENT APPEALS

Numberof
Pending

Number Numberof Appeals Applicants Percentage
of Prop 8 Included in Assessed Opinion of Resolved I ImpacWalue Change of

Land UsefApplicant Name Appeals Appeals Analysis Value Value Pending Value Change Assessed Value

Pending Appeals 0 a 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential
INDNIDUAl HOMEOWNERS 18 15 $5,516,976 $4.166,348 $5,071,752 ($445,224\ -8.07%
Subtotal- Residential 18 15 NA $5,516,976 $4,166,348 $5,071,752 ($445,224) -8.07%

Non-Residential
KAMIL SALEM ROLANDO CORNER 1 a $1,250,000 $525,000 $525,000 ($725,000) -58.00%
MICHAEL HORVAT 1 a $500,000 $382,815 $418,000 ($82,000\ -16.40%
Subtotal- Non-Residential 2 a NA $1,750,000 $907,815 $943,000 ($807,000) -46.11%

Pending Appeals a a 0 $0 $0 $0 $0 0.00%
Resolved Appeals Priorto Final FY 2009·2010 Assessor Roll 20 15 NA $7,266,976 $5,074,163 $6,014,752 ($1,252,224) -17.23%
Resolved Appeals After Final FY 2009·2010 Assessor Roll a a NA $0 $0 $0 $0 0.00%
Total FY 2007-2008 Pendina and Resolved Aooeals 20 15 NA $7,266,976 $5,074,163 $6,014,752 ($1,252,224\ -17.23%
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6. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of 225 appeals were filed in the
Project Area as shown in Table 6. One appeal was resolved with no change in
value for Fiscal Year 2008-2009. In addition, 105 appeals with a total Fiscal
Year 2008-2009 assessed value of $41,462,938 were resolved with a total
reduction in value of $11,502,082 for Fiscal Year 2008-2009, a 27.74%
decline.

For the remaining 119 pending appeals for Fiscal Year 2008-2009 with a
combined total Fiscal Year 2008-2009 assessed value of$46,069, 170, DTA
has estimated a total reduction of$8,083,697 which represents 17.55% ofthe
contested value as described in Section II.D.3 above.
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TABLE 6
FY 2008w2009 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Resolved / Percentage
Number of Prop 8 Included in Opinion of Pending Value ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value [1J Change Assessed Value

PenwngAppeafs
Residential
AUBURN HILL AP 1 1 1 $1,176,060 $800,000 $940,848 ($235,212) ~20.00%

KB HOME COASTAL (PARe@54TH) 64 64 64 $6,364,589 $3,818,754 $5,091,671 ($1,272,918) ~20.00%

STERLING ONE FAMILY LP 1 1 1 $848,915 $510,000 $679,132 ($169,783) ~20.00%

TANYA LOU CONSTELLATION INVESTMENT GROUP LLC 2 2 2 $144,397 $100,000 $115,518 ($28,879) w20.00%
WESTBRIDGE LLC 2 2 2 $550,000 $400,000 $440,000 ($110,000) w20.00%
INDlV!DUAL HOMEOWNERS [1,21 41 40 36 $22,408,169 $15,850,704 $19,056,672 ($3,351,497) ~14.96%

Subtotal wResidential 111 110 106 $31,492,130 $21,479,458 $26,323,841 ($5,168,289) w16.41%

Non-Residential
6050 EL CAJON BLVD LLC 1 1 1 $6,242,400 $3,900,000 $4,993,920 ($1,248,480) ~20.00%

FARAMARZ YAZDANI 1 1 1 $1,150,000 $600,000 $920,000 ($230,000) w20,00%
MICLTO 1 1 1 $716,987 $440,018 $573,590 ($143,397) ~20.00%

NITA SHAH 4 4 4 $2,670,700 $1,869,494 $2,136,560 ($534,140) w20.00%
YFP CAMPUS POINTE LLC 1 1 1 $3,796,953 $3,000,000 $3,037,562 ($759,391) ~20.00%

Subtotal wNon-residential 8 8 8 $14,577,040 $9,809,512 $11,661,632 ($2,915,408) w20.00%

ResolvedAppeals
Residential
COLLEGE AV BAPTIST CHURCH OF SAN DIEGO 1 1 0 $562,440 $350,000 $490,000 ($72,440) ~12.88%

INDIVIDUAL HOMEOWNERS 100 100 0 $36383,134 $23959.828 $25,746,856 ($10,636,278\ -29.23%
Subtotal- Resident'lal 101 101 NA $36,945,574 $24,309,828 $26,236,856 ($10,708,718) -28.99%

Non-Residential 0 0 0 $0 $0 $0 $0 0.00%
KUSHYNSKI FAMILY TRUST 1 1 0 $2,111,803 $1,700,000 $1,950,000 ($161,803) w7.66%

AONAN & GHAIOA MATIl 1 1 0 $1,299,979 $704,000 $845,000 ($454,979) ~35.00%

CANH T & NGA T LE 1 1 0 $679,222 $470,000 $610,000 ($69,222) -10.19%
MICHAEL HORVAT 1 1 0 $426,360 $319,000 $319,000 ($107,360) ~25.18%

NITA SHAH 1 1 0 $3,727,430 $2,609,201 $3,727,430 $0 0.00%
Subtotal wNon-residential 5 5 NA $8,244,794 $5,802,201 $7,451,430 ($793,364) w9.62%

Pending Appeals 119 118 114 $46,069,170 $31,288,970 $37,985,473 ($8,083,697) ~17.55%

Resolved Appeals Prior to Final FY 2009w2010 Assessor Roll 94 94 NA $33,016,906 $21,177,886 $23,551,286 ($9,465,620) w28.67%

Resolved Appeals After Final FY 2009w2010 Assessor Roll 12 12 NA $12,173,462 $8,934,143 $10,137,000 ($2,036,462) -16.73%

Total FY 2008-2009 Pending and Resolved Appeals 225 224 NA $91,259,538 $61,400,999 $"11,6"13,759 ($19,585,779) ~21.46%

11] For any appeals that have not been resolved at this time, OTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 80% ofthe contested value. Actual resolved appeals in
Crossroads since FY 2006w2007 resulted in an average reduction of 27%.
[2] A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulted in a reduction in value and subsequent pending appeals will result in no change in value.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of76 appeals were filed in the Project
Area as shown in Table 7. All 76 appeals remain pending with a combined
total Fiscal Year 2009-2010 assessed value of $131,978,247. DTA has
estimated a total reduction of $21,756,307 which represents 16.48% of the
contested value as described in Section ILD.3 above.
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'YA~BTE 7

FY 2009-2010 ASSESSMENT APPEALS

Numberof
Pending

Number Number of Appeals Resolved I Percentage
of Prop 8 Included in Applicants Pending Value ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Opinion of Value [1] Change Assessed Value

Pending Appeals
Residential
CENTREPOINT LLC 1 1 1 $1,353,038 $650,000 $1,082,430 ($270,608) -20.00%
HG REAL ESTATE PARTNERS, LP 2 2 2 $37,138,244 $17,000,000 $29,710,595 ($7,427,649) -20.00%
STERLING ONE FAMILYLP [2] 1 1 0 $882,608 $346,000 $882,608 $0 0.00%
THADDEUS PROPERTIES LLC 1 1 1 $228,158 $80,000 $182,526 ($45,632) -20.00%
INDIVIDUAL HOMEOWNERS 11, 2] 39 38 31 $19512068 $14,269,881 $17,254,492 ($2,257,576) ~11.57%

Subtotal Residential 44 43 35 $59,114,116 $32,345,881 $49,112,652 ($10,001,464) 16.92%

Non-Residential
CENTREPOINT LLC 12 12 12 $14,829,307 $7,530,000 $11,863,446 ($2,965,861) -20.00%
SHAH FAMllYTRUST[2j 1 0 0 $785,400 $549,780 $785,400 $0 0.00%
MARlA CEFALU 2 2 2 $348,771 $228,692 $279,017 ($69,754) -20.00%
NrrA SHAH [2] 3 1 1 $820,222 $600,00Q $746,782 ($73,440) -8.95%
6050 El CAJON BLVD LLC [1,2] 1 1 0 $6,367,248 $3,600,000 $6,367,248 $0 0.00%
99 CENTS ONLY STORE # 144 1 1 1 $5,051,349 $2.700,000 $4,041,079 ($1.D1 0,270) -20.00%
emBANK, NA era CfTlGROUP REAL1Y[1] 1 1 1 $1,293,393 $1,134,000 $1,134,000 ($159,393) -12.32%
COLTON CAMPUS PTlP 1 1 1 $4,742,277 $4,000,000 $4,000,000 ($742,277) -15.65%
DELCHAD FAMILY TRUST 1 1 1 $757,701 $510,549 $606,161 ($151,540) -20.00%
FORESITE DEVELOPMENT LLC [2J 1 1 0 $1,173,000 $450,000 $1,173.000 $0 0.00%
KACHI FAMILymUST 1 1 1 $816,000 $350,000 $652,800 ($163,200) -20.00%
LA JOLLA DEVELOPMENT GROUP LLC 1 1 1 $3,406.972 $2,044,182 $2,725,578 ($681,394) -20.00%
LAKHA PROPERTIES-SAN DIEGO, LLC 1 1 1 $8,237,095 $4,100,000 $6,589,676 ($1,647,419) -20.00%
LDGUNNERSITYLLC 1 1 1 $1,323,626 $794,175 $1,058,901 ($264,725) -20.00%
OFFICE DEPOT#683 1 1 1 $6,000,000 $5,000,000 $5,000,000 ($1,000,000) -16.67%
PACIFIC REGION REALTY CORP 1 1 1 $11.172,608 $6,145,000 $8,938,086 ($2,234,522) -20.00%
WINDSTONE COMMUNITY PROPERTIES LP 1 1 1 $1,935,144 $1,000,000 $1,548,115 ($387,029) -20.00%
STREET SIXTY-EIGHTH [11 1 1 1 $3,804,018 $3,600,000 $3,600,000 ($204,018) -5.36%
Subtotal - Residential 32 29 27 $72,864,131 $44,336,378 $61,109,288 ($11,754,843) 16.13%

Resolved Appeals 0 0 NA '0 $0 $0 '0 0,00%

Pending Appeals 76 72 62 $131,978,247 $76,682,259 $110,221,940 ($21,756,307) -16.48%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 0 0 NA '0 '0 $0 $0 0.00%
Resolved Appeals After Final FY 2009-2010 Assessor Roll 0 0 NA $0 $0 '0 '0 0.00%
Total FY 2009·2010 Pending and Resolved Appeals 76 72 NA $131,978,247 $76,682,259 $110,221,940 ($21,756,307) -16.48%

Grand Total- Pending Appeals $159,168,984 $96,447,904 $129,328,980 ($29,840,004) ·18.75%
Grand Total- Resolved Appeals Priorto Final FY 2009-2010 Assessor Roll $35,287,499 $22,602,433 $24,600,608 ($10,686,891) -30.29%
Grand Total- Resolved Appeals After Final FY 2009-2010 Assessor Roll $12,173,462 $8,934,143 $10,137,000 ($2,036,462) -16.73%
GRAND TOTAL - Pend ina and Resolved Appeals $206,629,945 $127,984,480 $164,066,588 ($42,563,357) -20.60%

[lJ For any appeals that have not been resolved at this time, OTA has assumed the appeal resulled in a reduction equal to the lesser of the applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in Crossroads since
FY 2006-2007 resulted in an average reduction of 27%.
:21 A parcel mav have mullio!e aooeals filed bva orooertvowner. Forournoses oflhis analvsis we have assumed onlv one aooeal resulted in a reduction in value and subseouenl oendinn anneals will result in no chanoe in value.
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8. Top T AXPAYER ApPEALS

As indicated in Table 3. Centrepoint LLC has appealed their assessed value
for Assessor's Parcels that they currently own.

Centrepoint LLC filed an assessment appeal for all 13 parcels that they
cUlTently own; contesting that the Fiscal Year 2009-2010 assessed value of
their parcels should be reduced to $8,180,000 from $16,182,345. The appeal
has not yct been resolved by the County, but DTA has assumed the appeal is
resolved in favor of the applicant at a rate of80% of the contested value as
described in Section ILD.3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALVES

Due to the fact that the current real estate market downturn may last for several
years, we have estimated an annual reduction of assessed values through Fiscal Year
2011-2012. As discussed in Section ILD.2 above, wc have assumed a reduction in
value of6% and 4% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase
of! % each year thereafter through Fiscal Year 2018-2019, and an annual increase of
2% each year thereafter. However, we are not showing the increase in values back to
base values for any value reductions other than the 1% and 2% annual increases as
described above. It is important to note that the actual reduction to tax increment for
future years may be higher or lower for a number of different reasons, including
filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate
detennined by the County Assessor to the annual incremental assessed value of the
Project Area. The general ad valorem tax rate is $1 per $100 of assessed value. In
addition to this rate, an override rate reflects the debt service for various agencies
which have issued bonds in the Project Area. Pursuant to Section 33670 (e) of the
Health and Safety Code, approved on November 8, 1988, tax increment revenues
cannot be calculated using property taxes generated from voter-approved bonded
indebtedness on or following January 1, 1989. Table 8 shows the Fiscal Year 2009
2010 rates in the Project Area, separating the override amounts attributed to bonded
indebtedness by participating agencies which excludes those that started levying a
charge after January 1, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value.
DTA assumes a secured tax rate of$1.00 per $100 after Fiscal Year 2009-2010 as
the override rates usually decline over time as values increase and bonded
indebtedness is paid off.
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- "...~.~~ .,"...~ ~~.~. ··TABlE·-if - -------

SUMMARY OF PARTICIPATING AND NON·PARTICIPATING AGENCIES

FY 2008~2009Rates FY 2009·2010 Rates

Participating Agencies [1J TRA 008~269 [3J TRA 008·270 [3J TRA 008·271 [3J TRA 008·269 [3J TRA 008~270 [3J TRA 008~271 [3J

1.00000% 1.00000% 1.00000% 1.00000% 1.00000% 1.00000%
City of San Diego Zoological Exhibit 0.00500% 0.00500% 0.00500% 0.00500% 0.00500% 0.00500%
San Diego Unified Lease/Purchase 0.00000% 0,00000% 0.00000% 0.00000% 0.00000% 0.00000%
Metropolitan Water District 0.00430% 0.00430% 0.00430% 0.00430% 0.00430% 0.00430%
County Water Authority 0.00000% 0.00000% 0.00000% 0.00000% 0.00000% 0.00000%

Subtotal 1.00930% 1.00930% 1.00930% 1.00930% 1.00930% 1.00930%

Non--Participating Agencies [2J

San Diego City Public Safety 0,00108% 0.00108% 0.00108% 0.00113% 0.00113% 0.00113%
San Diego Unified Bond Series 1999A 0.00788% 0.00000% 0.00788% 0.00868% 0.00000% 0.00868%
San Diego Unified Bond Series 2000B 0.00639% 0.00000% 0.00639% 0.00717% 0.00000% 0.00717%
San Diego Unified Bond Series 2001C 0.00734% 0.00000% 0.00734% 0.00824% 0.00000% 0.00824%
San Diego Unified Bond Series 20020 0.00965% 0.00000% 0.00965% 0.01074% 0.00000% 0.01074%
San Diego Unified Bond Series 2003E 0_01411% 0.00000% 0.01411% 0.01514% 0.00000% 0.01514%
San Diego Unified Bond Series 1998F Refunding 0.00324% 0.00000% 0.00324% 0.00351% 0.00000% 0.00351%
San Diego Unified Bond Series 1998G Refunding 0.00440% 0.00000% 0.00440% 0.00496% 0.00000% 0.00496%
San Diego Unified Bond Series F~1 Refunding 0.00458% 0.00000% 0.00458% 0.00464% 0.00000% 0.00464%
San Diego Unified Bond Series G·1 Refunding 0.00425% 0.00000% 0.00425% 0.00362% 0.00000% 0.00362%
San Diego Community College Bond 2003A 0.00068% 0.00000% 0.00068% 0.00213% 0.00000% 0.00213%
San Diego Community College Bond 20038 0.00840% 0.00000% 0.00840% 0.00917% 0.00000% 0.00917%
San Diego Community College 80nd 2006A 0.00304% 0.00000% 0.00304% 0.00845% 0,00000% 0.00845%
San Diego Community College Bond 2009C 0.00000% 0.00000% 0.00000% 0.00507% 0.00000% 0.00507%
General80nd Lemon Grove 1999A 0.00000% 0.01873% 0.00000% 0.00000% 0.02208% 0.00000%
General Bond Lemon Grove 1998B 0.00000% 0.00519% O.OOOOO''!o 0.00000% 0.00691% 0.00000%
General Bond Lemon Grove 1998C 0.00000% 0.00148% 0.00000% 0.00000% 0.00211% 0.00000%
General Bond Lemon Grove 2008A 0.00000% 0.00000% 0.00000% 0.00000% 0.02281% 0.00000%
Grossmont Union High Bond 2004 0.00000% 0.00682% 0_00000% 0.00000% 0.00826% 0.00000%
Grossmont Union High Bond 2006 0.00000% 0.01162% 0.00000% 0.00000% 0.01493% 0.00000%
Grossmont Union High Bond 2008 0.00000% 0.00951% 0.00000% 0.00000% 0.00758% 0.00000%
Grossmont Union High Bond 2009 0.00000% 0.00000% 0.00000% 0.00000% 0.02790% 0.00000%
GrossmontlCuyamaca Community College 2003A 0.00000% 0.00423% 0.00000% 0.00000% 0.00457% 0.00000%
GrossmontlCuyamaca Community College 20058 0.00000% 0.00205% 0.00000% 0.00000% 0.00314% 0.00000%
GrossmontlCuyamaca Community College 2008C 0.00000% 0.00000% 0.00000% 0.00000% 0.00000% 0.00000%
GrossmontlCuyamaca Community College 2008 Refundi 0.00000% 0.01629% 0.00000% 0.00000% 0.02027% 0.00000%
Grossmonl Healthcare District Bond Prop G 0.00000% 0.01315% 0.01315% 0.00000% 0.01315% 0.01315%

Subtotal 0.07504% 0.09015% 0.08819% 0.09265% 0.15484% 0.10580%

Grand Total 1.08434% 1.09945% 1.09749% 1.10195% 1.16414% 1.11510%

[1] Agencies that began levying an anF1ual charge before January 1, 1989.

12] Agencies that have been levying an annual charge after January 1, 1989.

[3] Tax rates b<lsed on information provided by the San Diego County Auditor/Controller.
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership ofproperty or new
constmction. They are based on the difference between the prior year value and the
new value and can represent either a positive or negative impact to the Project Area
value. They are allocated to the Agency throughout the year and included in the ten
appOltionments made each year to the Agency by the Auditor Controller. The history
of supplemental tax receipts in the Project Area is shown in Table 9. To be
conservative, future supplemental assessments are not projected.

TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Refunds/Adjustme Delinquenciesl Total
Year Roll Corrections nts Penalties Adjustments

2004-2005 [2] $242,505.53 ($5,913,88) ($12,261,93) $0,00 $224,329.72

2005-2006 792,504.00 (4,168,97) (46,277,65) 17,340.10 759,397.48

2006-2007 713,813,72 (3,667,66) (52,635,85) 40,864,80 698,375.01

2007-2008 404,885.59 (100,04) (36,601,02) 84,007,08 452,191,61

2008-2009 26,668.99 (7,888,52) (36,124.48) 153,863,79 136,51978

[1] Based on information in the Agency Trust Fund Summary, prepared by the Auditor~Conlroller.

[2] Fiscal Year 2004-2005 reflects the first year tax increment monies were collected,

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties,and interest. Property taxes on assessed valuations that are reduced due to
later assessment appeals result in refunds for the taxes paid based on the original
value. The historical amounts of these adjustments are also shown in Table 9.

The historical percentage of tax receipts to the actual amount of taxes levied is
shown in Table 10. Please note that the total tax receipts collected often exceed the
amount levied due to collection ofpenalties and interest. The shortfall in Fiscal Year
2008-2009 can be attributed to delinquencies and lower revenues received by the
Agency from the supplemental roll than in prior years.
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TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1J

2004 2005 2006 2007 2008
Fiscal Year Ending: 2005 2006 2007 2008 2009

I. Reported Assessed Value
Total Project Value [21 $619,109,159 $728,904,492 $833,092,969 $911,570,995 $946,138,326
Less Base Value [3J 519,302,499 518,827,473 518,827,473 518,827,473 518,827,473

Incremental Value 99,806,660 210,077,019 314,265,496 392,743,522 427,310,853
, Tax Rate 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II. Gross Tax Increment 1,008,846 2,122,19S 3,173,139 3,9S4,746 4.312,848
Unitary Revenue ° ° 565 7,699 7,941
County Administrative Expenses (10,222) (17,753) (25,495) (28,573) (3S,999)

Total Computed Levy 99S,623 2,104,445 3,14S,209 3,943,S72 4,2S1,791

III. Total Receipts [41 1,207,959 2,S2S,739 3,769,976 4,255,951 4,266,111
Surplus/(Shortfall) 209,335 724,294 621,766 312,079 (15,6S0)
% Difference of Computed Levy [4] 120.96% 134.42% 119.75% 107.91% 99.63%

111 Fiscal Year 2004·2005 reflects the first year tax increment monies were collected.

121 Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of 1/1 of the initial year of each fiscal year
(Le. 1/1/09 for Fiscal Year 2009-2010)

[3J Base value was adjusted downward by $475,000 in FY 2005-06.

[4] Actual receipts collected often exceed the amount levied due to penalties and interest collected by the Agency. The shortfall in Fiscal Year 2008-2009 can be
attributed to delinquencies and lower revenues received by the Agency from the supplemental roll than in prior years.

C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable vaJue of real and
personal property ofutilities, and since Fiscal Year 1988-1989, the values have been
assessed as a Countywide unit. There are several qualifieations to the unitary revenue
disbursement: a taxing agency is entitled to receive the same amount of revenue as
the previous year as well as an increase of up to 2%, unless unitary revenues
deerease below a level adequate to provide each taxing agency with the same share
as the prior year, In this case, the unitary revenues will be reduced pro rata to all
agencies, The other component ofunitary allocation is significant when the assessed
valuation of unitary taxes increases by more than 2% in one year, in which case
revenues are allocated according to the percentage that each taxing agency in the
County receives for secured taxable values, As of Fiscal Year 1988-1989, when the
allocation procedures changed, it was determined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues, Due
to the abovementioned procedure, no unitary revenues were received in years prior to
the creation of the Project Area in 2003,

Unitary revenue for the Project Area received as of June 30, 2009 was $7,941. The
Project Area received a proportion of the increased amount as it was entitled to
receive a share of the revenues, Assuming that the unitary revenues will stay at a
constant level in future years, DTA is conservatively estimating that the Project Area
will continue to receive the same amount.

Fiscal Consultant Report
Crossroads Redevelopment Project Area

Page 24
July 9,2010



D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to determine property tax administrative
charges to local agencies in the proportion that is attlibutable to their property tax
administrative costs to the County. The average administrative charge from Fiscal
Year 2004-2005 through Fiscal Year 2008-2009 was approximately 0.86% of gross
incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show thc administrative charge as a
deduction to the gross revenue in the Project Area.

E. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code,
Section 33000 el seq.), the Agency is required to set aside 20% of all tax increment
revenues into a low and moderate income housing fund. For purposes of this
analysis, DTA assumes that the Agency will continue to set aside 20% of the tax
increment in order to improve, add to, or maintain the City ofSan Diego's supply of
low and moderate income housing in future years. Exhibit A, which projects future
tax increment revenues for the Project Area, indicates the amount set aside for low
and moderate income housing each year as a separate line item. The housing
revenues are pledged to pay debt service on the proposed pooled housing bonds
describcd in Section I.E.

F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 ("AB 1290") was effective as of January I, 1994 and was
significant in that it put an end to the ability of public agencies to enter into "pass
through agreements." Instead, the amounts to be paid to the affected taxing agencies
are automatically set at the statutory levels indicated in the table below. Fiscal Year
2004-2005 is considered to be Year I. AB 1290 requires that payments be collected
until the last fiscal year in which the agency receives tax increment. For purposes of
this analysis, Exhibit A shows the tax increment projections for the Project Area
through Fiscal Year 2047-2048.
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Plan Years Level I Level 2 Level 3

25% ofthe increment less

I ~ End the low and moderate

(FY 2004-2005 to FY 2047-48)
income housing set aside
(or 20% of the gross
increment).

Using the assessed value
m Year 10 as a first
adjusted hase year

II - End
assessed value, 21 % of

(FY 2014-2015 to FY 2047-48)
Same as Ahove PLUS the increment less the low

and moderate Income
housing set aside (or
16.8% of the gross
increment).

Using the assessed value
m Year 30 as a first
adjusted hase year

31 ~ End assessed value, 14% of

(FY 2034-2035 to FY 2047-48)
Same as Above PLUS Same as Above PLUS the increment less the low

and moderate income
housing set aside (or
11.2% of the gross
increment).

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinqueney information for the Projeet Area was researehed with the County on
May 10,2010. As of this date, 148 parcels (6.07% of the total parcels) in the Projeet
Area had a delinqueney rate of 4.75% in the payment of secured Fiseal Year 2009
2010 property taxes to the County Tax Colleetor.

Information regarding foreclosure proceedings for residential pareels within zip
eodes 92105 and 92115, whieh fully eneompass the Project Area, but also include
areas outside the Proj ect Area, was researehed through RealtyTrac on May 10, 20 IO.
As ofthis date, 1,065 residential properties had Notices ofDefault recorded with the
County of San Diego, 1,425 residential properties were undergoing a trustee's sale,
and 1,675 residential properties were bank-owned. Please note that zip codes 92105
and 92115 encompass over 40,000 residential units while the Project Area
encompasses 5,589 residential units. Therefore, the actual number of residential
properties within the Project Area which are affected by foreclosure proceedings will
be less than stated above.
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H. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In connection with its approval of the budget for Fiscal Years 1992-1993 through
1994-1995, the State Legislature enacted legislation which reallocated funds from
redevelopment agencies to school districts by shifting a portion ofeach agency's tax
increment, net of amounts due to other taxing agencies, to school districts for such
fiscal years for deposit to ERAF. For Fiscal Year 2008-2009, the State Legislature
adopted AB 1389 which required redevelopment agencies to pay into ERAF an
aggregate amount of $350 million. Of the $350 million, the Agency's share was
approximately $11.5 million and the Project Area's share was $284,000. However, a
suit filed in superior court in Sacramento by the California Redevelopment
Association, along with two local redevelopment agencies and John Shirey, the
Executive Director ofthe California Redevelopment Association, rendered portions
of AB 1389 invalid, including the requirement for the Agency to make the Fiscal
Year 2008-2009 ERAF payment. The State filed a notice of intent to appeal the
ruling of the superior cOUli, but the appeal was subsequently dropped by the State.

In July 2009, the State Legislature adopted AB 26 which required redevelopment
agencies to pay into their respective County Supplemental Educational Revenue
Augmentation Fund ("SERAF") an aggregate amount of $1.7 billion in Fiscal Year
2009-2010, of which approximately $56 million was the Agency's share, and an
additional $350 million in Fiscal Year 2010-2011, of which approximately $11.5
million is the Agency's share. In October 2009, the California Redevelopment
Association filed a lawsuit challenging the validity ofAB 26. On May 4, 2010, the
court issued a ruling denying the petition of the California Redevelopment
Association and denying a stay of transfer of funds from the redevelopment agencies
to the counties. On May 5, 2010, the CRA and other agencies decided to appeal the
ruling. The Agency cannot determine whether the appeal will be successful.

On May 10, 2010, the Agency made the payment equal to approximately $56 million
for the Fiscal Year 2009-2010 SERAF payment allocated to the Agency. Of this
amount, approximately $1,376,000 was allocated to the Project Area. The payment
was made with prior-year Project Area non-housing tax increment revenues on hand.
The Agency expects that it will be required to make a Fiscal Year 2010-2011 SERAF
payment of approximately $11.5 million on May 10, 2011. Of this amount,
approximately $283,000 will be allocated to the Project Area. This payment will also
be paid from prior-year Project Area non-housing tax increment revenues on hand. It
is unknown whether there will be additional future ERAF or SERAF payments.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED V ALVES

Tables II and 12 present an analysis of the greatest changes in assessed value
between Fiscal Years 2008-2009 and 2009-201 O. As shown in Tables II and 12, the
total assessed value for 758 residential parcels was reduced by $99,245,729
(percentage change from Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is 
43.60%) by the County Assessor for Fiscal Year 2009-2010 as a result ofProposition
8 reductions, other assessment appeals, and changes in ownership. Ofthe remaining
residential parcels in the Project Area, 644 parcels increased in value by the 2%
inflation factor for Fiscal Year 2009-201 0 and 498 parcels were increased in value by
greater amounts. The remaining 136 residential parcels either increased by less than
the 2% inflation factor or remained unchanged from Fiscal Year 2008-2009. In total,
residential parcels in the Project Area decreased in value for Fiscal Year 2009-2010
by $87,951,090, or decreased by 15.10% from the residential property values for
Fiscal year 2008-2009. The Project Area decreased in total value by $78,455,645
(8.60%) for Fiscal Year 2009-2010.

More specifically, there were two propeliy owners in the Project Area whose total
value increased by $3,520,197 for Fiscal Year 2009-2010 due to a change in
ownership and new construction. There were also two parcels in the Project Area for
which total value decreased by $2,229,542 for Fiscal Year 2009-2010 due to a
change in ownership and an increase in the exempt value assigned by the County.
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----------
TABLE 11

LARGEST CHANGES IN SECURED ASSESSED VALUE

Reason for FY 2008-2009 Secured FY 2009-201 0 Secured
Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Top Ten Parcels that IncfJJase~LjJl.Y.!llufi

7150 EI Cajon LLC Ownership Change 2 $1,377,741 $3,672,000 $2,294,259 166.52%,
Y F P Campus Pointe LLC New Construction 2 8,646,953 9,872,891 1,225,938 14.18%
Lakha Properties San Diego LLC 2% Escalation 11 42,643,664 43,496,529 852,865 2.00%
Bridgeport Properties LP Reduced Exemption 3 33,568 582,064 548,496 1633.98%,
Michael Dennis Ownership Change 1 747,917 1,250,000 502,083 67.13%
Orozco Roberto, Woodington Gregg Ownership Change 1 71,026 500,000 428,974 603,97%
Sainljohn LLC New Construction 2 943,917 1,368,296 424,379 44,96%
Kushynski Family Trust 11-28-88 DTA is researching 1 1,811,150 2,154,038 342,888 18.93%
Kohl Matthew R Ownership Change 1 0 335,000 335,000 0,00%
MJK/54Ih Real EstateJlolding ,C9 LLC New Construction 1 :)423780 :)2§7.2~,~ 333,475 9.74%

Subtotal 25 59,699,716 66,988,073 7,288,357 12.21%

Top Ten Parcels that Decreased in I(}/ue [2]
JP Morgan Chase Ownership Change 7 1,975,320 770,000 (1,205,320) -61.02%
Tom Sheng 76 Enterprises LP Increase in Exemption [3] 1 1,038,290 14,068 (1,024,222) -98.65%
Fellowship of Love Divine Ownership Change 1 884,340 0 (884,340) -100,00%
Kongvongsai Phou & Oday Proposition 8 Reduction 3 1,903,378 1,185,000 (718,378) -37.74%
4438 Properties LLC Proposition 8 Reduction 1 2,207,312 1,688,000 (519,312) -23,53%
Vargas Gabino Proposition 8 Reduction 1 863,532 410,000 (453,532) -52.52%
Greenpoint M T A Trust 2005 M A R 2 Ownership Change 1 769,375 336,000 (433,375) -56.33%
H G Real Estate Partners LP Ownership Change 2 30,141,303 29,710,595 (430,708) -1.43%
Donohie Mark Proposition 8 Reduction 2 693,578 280,000 (413,578) -59.63%
Barron Nicholas B Proposition 8 Reduction 1 847,924 485,000 (:J§~~ -42.80%

Subtotat 20 41,324,352 34,878,663 (6,445,689) -15.60%

All Other Parcels NA 2,398 810,850,031 731,551,718 (79,298,313) -9.78%

Total 2,443 911,874,099 833,418,454 (78,455,645) -8.60%

11] Assessed values pro'vided by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009M 201O).
12] Three parcels owned by Odom Family lP with a net assessed value of $8,984, 179 were sold to Wakeland VlJJage Green alter the FY 2009-10 Assessor's Roll was finalized on 1/112009. The parcels will

be used for affordable housing and became tax-exempt. The tax-exempt status for the three parcels has been reflected in Table 13 and Exhibit A.

13] Based on discussions with County, parcel became a church.
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TABLE 12
LARGEST CHANGES IN SECURED ASSESSED VALUE

FY 2008·2009 Secured FY 2009·2010 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Residential
Increase in Value (Greater Than 2%) 498 $80,213,868 $87,174,357 $6,960,489 8.68%
Increase in Value (Equal to 2%) 644 204,637,884 208,730,161 4,092,277 2.00%
Increase in Value (Less Than 2%) 30 14,838,990 15,080,863 241,873 1.63%
No change in Value [2] 106 17,017,000 17,017,000 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 10 2,337,196 1,272,900 (1,064,296) -45.54%
Decrease in Value from Automatic Prop 8 Reductions [4] 621 224,941,417 145,233,196 (79,708,221 ) -35.44%
Decrease in Value from Other Assessment Appeals [5] 1 342,000 153,000 (189,000) -55.26%
Decrease in Value (Increased Exemption [6] 0 0 0 0 0.00%
Decrease in Value (Ownership Changed) [7] 126 38,083,510 19,799,298 (18,284,212) -48.01%

Subtotal 2,036 $582,411,865 $494,460,775 (87,951,090) -15.10%

Non-ResIdential
Increase in Value (Greater Than 2%) 26 32,749,211 39,635,465 6,886,254 21.03%
Increase in Value (Equal to 2%) 336 275,902,957 281,420,740 5,517,783 2.00%
Increase in Value (Less Than 2%) 9 11,525,116 11,658,386 133,270 1,16%
No change in Value [2} 27 4,170,000 4,170,000 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 1 520,200 239,000 (281,200) -54.06%
Decrease in Value from Automatic Prop 8 Reductions [4] 3 1,779,640 1,415,120 (364,520) -20.48%
Decrease in Value from Other Assessment Appeals [5] 0 0 0 0 0.00%
Decrease in Value (Increased Exemption [6} 1 1,038,290 14,068 (1,024,222) -98.65%
Decrease in Value (Ownership Changed) [71 '[ 1,776820 404,900 (1,371,920) -77.21%

Subtotal 407 329,462,234 338,957,679 9,495,445 2.88%

New Residential Parcels [8] 0 NA NA 0 NA
New Non-Residential Parcels [8] 0 NA NA 0 NA
Superceded Parcels [9] 0 NA NA 0 NA

Total 2,443 $911,874,099 $833,418,454 (78,455,645) -8.60%

1] Assessed values pro\1ded by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2] A total of 25 residential parcels and 23 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
[3] Values based on the final Assessor's roll for each fiscal year, The reductions were a result of Proposition 8 appeals by property owners allowing a temporary reduction in assessed value based on decreasing market value.

[4] Based on discussions with the County appraiser, the reductions \Nere due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market v.ilue.

[5J Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

[6J Based on data from County Assessor, the decrease in value from FY 2008-2009 to FY 2009-2010 was due to an increase in the exemptions,

7J Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County re\1sed the assessed value of the parcels to reflect the market value.

8] New parcels for FY 2009-2010 as a result of parcel changes frOm the prior year.

9] FY 2008-2009 assessor parcels that did not haw matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below sUlmnarizes new development that may increase assessed values
within the Project Area in the future.

Projeet Deseription
i The project includes 90 new residential units. All of the units were sold to

individual homeowners by November 30, 2009. The County Assessor has
I Parc @ 54 Project reassessed the property values for 28 units which are already reflected in the

(90 For-Sale Residential Fiscal Year 2009-2010 assessor roll. For purposes of this analysis, DTA has
Units) included the anticipated value increase for the remaining 62 units in Fiscal

Year 2009-2010, as shown in Table 13 and Exhibit A. The 4-acre site was
previouslv a church in Fiscal Year 2007-2008.

The property (13 parcels) is currently entitled to construct a pedestrian-
oriented mixed-nse project tllat incorporates 312 residential units consisting of
68 townhouses and 244 residential wrap units (including 31 affordable units),

7,468 square feet oflive/work flex space (e.g. 10 bays), and approximately
3,861 square feet of retailIeommercia1space. Off-street parking spaces (610)

Centrepoint, LLC will be contained in surface lots and in an above ground parking structure.
There is currently no timing regarding the commencement of construction. It is

expected that any existing development will be demolished. For purposes of
this analysis, DTA has assumed that there will not be any change in assessed

values for future years (other than the reduction in value for the pending
appeal as described in Section n.D above).

C. TAX INCREMENT PROJECTIONS

Table 13 summarizes the Fiscal Year 2009-201 0 assessed values and details how the
net tax increment is calculated. Exhibit A projects the tax increment to be generated
by the Project Area through Fiscal Year 2047-2048, which represents 45 years after
the adoption of the Plan. DTA has estimated the future tax increment based on the
Project Area assessed valuation for Fiscal Year 2009-201 0, utilizing the assumptions
stated herein regarding current adjustments to the increment.

For pmposes of this analysis, we are using the Fiscal Ycar 2009-2010 County
Assessor's secured assessed value, which is lower than the Auditor's secured value,
to calculate the projected annual tax increment. As discussed in Section ILD above,
Fiscal Year 2009-201 0 includes a reduction in value for pending assessment appeals
and assessment appeals which were resolved after the Fiscal Year 2009-2010
Assessor's Roll was finalized. In addition, Fiscal Year 2009-2010 includes the
anticipated increase in value for 62 residential Ullits in the Parc @ 54 Project sold to
individual homeowners after the Fiscal Year 2009-201 0 assessor roll was finalized,
as discussed in Section IV.B above.

As discussed in Section ILD.2 above, the projections are based on a reduction in
value of 6% and 4% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase
of 1% each year thereafter through Fiscal Year 2018-2019, and an annual increase of
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2% each year thereafter. Other than the 1% and 2% annual increases as described
above, we are not showing the increase in values back to base values for any value
reductions. Actual reductions or increases in assessed value will vary.

The real property value described above is added to the value ofpersonal property,
which includes secured and unsecured personal property within the Project Area less
unsecured exemptions for Fiscal Year 2009-201 O. The value ofpersonal property is
assumed to remain constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base
year value, and the tax rate used in the calculation of gross revenue for Fiscal Year
2009-2010 is the actual tax rate. This is assumed to decrease in subsequent years.
Unitary revenue and administrative charges result in adjustments to the net tax
increment, for which the assumptions were discussed previously. The set aside for
low and moderate income housing and the AB 1290 pass through payments are
shown as separate line items.
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TABLE 13
FY 2009·2010 TAX INCREMENT REVENUE ESTIMATE

Estimated Valuation Adjustments
Estimated Real Property Value Increase
Assumed Appeals/Prop 8 Reduction/Property Transfer Impact

Adjusted Incremental Secured and Unsecured

Low/Moderate Income Housing Set-Aside Revenue (10]
Taxing Agencies Pass Throughs (AS 1290) [11]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [12]

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

FY 2009·2010 Base
Taxable Value Taxable Value

Secured Values [1]

Land $427,046,732 $226,984,455
Improvement 463,642,014 302,094,023
Personal Property 912,081 1,113,461

Gross Value 891,600,827 530,191,939
Less Exemptions (58,182,373) (35,700,406)

Total Secured 833,418,454 494,491,533

Unsecured Values [2]

Land 0 0
Improvement 10,367,278 8,335,218
Personal Property 22,101,530 16,475,748

Gross Value 32,468,808 24,810,966
Less Exemptions (1,603,780) (475,026)

Total Unsecured 30,865,028 24,335,940

Total Secured and Unsecured 864,283,482 518,827,473

Gross Increment Revenue @
Unitary Revenue [6J
Supplemental Roll [7]
Offsets to Gross Estimated Revenue

Administrative Expenses [8]
Estimated Levy Shortfall [9] 1.00%

Net Tax Increment Revenue

!Tax Revenue Available for Debt Service

1.00930% [5]

Incremental
Taxable Value

$200,062,277
161,547,991

(201,380)

361,408,888
(22,481,967)

338,926,921

0
2,032,060
5,625,782

7,657,842
(1,128,754)

6,529,088

345,456,009

8,800,000 [3]
($40,860,645) [4]

$313,395,364

$3,163,099
$7,941

$0

($31,631)
($31,631)

$3,107,778

($621,556)
($626,294)

$0

$1,859,929
$621,556

$2,481,484

[1J Assessed values provided by the County Assessor as of 111109

[2] Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSVVP70@"asof1{1/09

[3J Includes anticipated value increase following the sale of residential units within the Pare @ 54 project.

[4J Based on pending appeals for FY 2008·09 and 2009-10, and appeals which were resolved after the assessor roll was finalized for FY 2009
2010. Actual reduction based on appeals will vary. In addition, Includes reduction for "Odom Family lP" which was sold to Wakeland
Village Green and became a tax-exempt affordable housing project beginning in FY 2009-10.

[5] The actual tax rate of 1.00930% is used for FY 2009-2010. A 1.00% tax rate is used from FY 2010-2011 to the end of the projection as
shown in Exhibit A

16J Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller.

[7J For purposes of this anaiysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[8] Estimated at 1.00% oflhe gross revenue for the Project Area.

[9] Estimated levy shortfall. Based on Tabie 10 (Historic Receipts to Levy), actual shortfall for FY 2008-2009 was less than 1% based on the
trust fund summary.

110] Based on 20% of Net Tax Increment Revenue.

111} Based on 20% of Gross Increment Revenue less Estimated Levy Shortfall.

[12] The Agency was required to make an SERAF payment of approximately $1',376,000 for the Project Area on May 10, 2010. The Agency
made such payment with prior-year Project Area non-housing tax increment revenues on hand.
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D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the
Agency. The repOlt is based on estimates, assumptions and other infonnation
provided by the City and developed from DTA's research and telephone discussions
with County staff, as well as our understanding of County tax procedures. The
sources of information and basis of the estimates are stated herein. While we believe
that the sources of infomlation are reliable, DTA does not express an opinion or any
other fonn of assurance on the accuracy of such infonnation. In addition, since the
analyses contained herein are based on legislation and County procedures, which are
inherently subject to uncertainty and variation depending on evolving events and
policy changes, DTA cannot represent that the results presented herein will be
achieved. Some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur; fuerefore, the actual results achieved will vary from
the projections.

J:\CLfENTS\SanDiego\Redevelopment\Crossroads\FCRs\2009- 1O\FCR_.CR_07 .doc
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CROSSROADS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

"YEAR 10"
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Fiscal Year Ending: 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019-----------------_._. ---- ----------_. ---- ---- ---- ---- ---------- --------- -----------_. -----
Real Property [1J $842,873,651 $810,813,006 $762,164,226 $731,677,657 $731,677,657 $738,994,433 $746,384,378 $753.848.221 $761,386,704 $769,000,571
Estimated Real Property Value Increase !2] 8,800,000 0 0 0 7,316,T17 7.389,944 7,463,844 7,538.482 7,613,867 7,690,006
~~u..~.:~!'ppealsIPro~eductionIPropertyTransfer ImpacVNegative Prop 13 (3) (40,860,645) (48,648,780) (30,486,5~1 0 0 0 0 0 0 0------_.. ---- ---- ----------- -------- ---------_. -----
Total Real Property 810,813.006 762,164,226 731,677,657 731,677,657 738,994.433 746,384,378 753,848,221 761,386,704 769,000,571 776,690,576

~otal P.::~?~?~!.~5:~_~~~~__ 21,409.831 21.409,831 21,409,831 21,409,831 21,409,831 21.409.831 21,409,831 21,409,831 21,409,831 21,409,831-------_.
Total Value 832,222,837 783,574,057 753,087,488 753,087,488 760,404,264 767,794,209 775,258,052 782,796,535 790,410,402 798,100,407

Incremental Value Over Base of: $518,827,473 313,395.364 264,746,584 234.260,015 234.260,015 241,576,791 248,966,736 256,430,579 263,969,062 271,582,929 279,272,934

Gross Revenue [5) 3,163,099 2,647,466 2,342.600 2,342,600 2,415,768 2,489.667 2,564,306 2,639,691 2.715,829 2,792,"129
Unitary Revenue 7,941 7,941 7,941 7,941 7,941 7,941 7,941 7,941 7,941 7,941

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0 0
Property Tax Administrative Fee [6] (31,631) (26A75) (23.426) (23,426) (24,158) (24,897) {25,643) (26,397) (27,158) {27,927)
Estimated Levy Shortfall [7) 1.00% (31,631) (26.475) (23,426) (23,426) 0 0 0 0 0 0------------------------- ----- ---------- ---- ~---_. ------ ----

Net Tax Increment Revenue 3,107,778 2,602,457 2.303,689 2,303,689 2,399,551 2,472,711 2,546,603 2.621,234 2,696,612 2,772,743

LowlModerate Income Housing Set-Aside Revenue [8] (621,556) (520,491) (460,738) (460,738) (479,910) (494,542) (509.321) (524,24?) (539,322) (554,549)
Taxing Agencies Pass Through (AB 1290) Tier 1 (9) (626,294) (524,198) (463,835) (463,835) (483,154) (497,933) (512,861) (527,938) (543,166) (558,546)
Taxing Agencies Pass Through (AB 1290) Tier 2 [9) 0 0 0 0 0 (12,415) (24,954) (37,619) (50,410) (63,330)
Taxing Agencies Pass Through {AB 1290) Tier 3 (9) 0 0 0 0 0 0 0 0 0 0
~ayments to ~?..P~.:~..:::~~.::.::?alional Revenue Augmentation Fund (SERAF) [10J 0 0 0 0 0 0 0 0 0 0-----_. --------- ----- ------ ------- ------- ------ ~--- -----
Available Non-Housing Tax Increment Revenue 1,859,929 1.557.768 1,379,116 1,379,116 1,436,487 1,467,821 1,499,467 1,531,430 1,563,713 1,596,319
Available Housing Tax Increment Revenue 621.556 520,491 460,738 460,738 479,910 494,542 509,321 524,247 539,322 554,549

Tax Revenue Available for Debt Service 2,481,484 2,078,259 1,839,854 1,839,854 1,916,397 1,962,363 2,008,788 2,055,677 2,103,036 2,150,867

PJ Includ"s secured and unsecured land and impfQvement~al"e In tho Projeot less secured
exemplions for FY 200S~2010, Secured ~~I"e provided Py the COLJnty Assessor as of 111109
Unsocu,ed value provided Py the C,,"nly of San Diego AlldilorlConlrolle, Reporl "Val File-04
PSWP70@"asoI111109,

[2J Fiscal Year 2009·2010 includes anlicip"led value Increase following the sale of '~$idential unlls
within the Pare@54projectAssume.nochangelnvaluefo'Flscal Year 2012-2013, an
annllal increase of 1% each yea, thereaftef Ih,ough Fiscal Year 2018-2019, and an ann"al
incfease of 2% each year lI,e,eafter

[3J FY 2009-2010 ,,,dud;on based on pending appeals fo, FY 2008·2009 and 2009-2010, and
appeals which were resolved after lhe assesso, roU was finAlized r"r FY 2009_2010. Based on
discussions with the County, it is es~mAted thal the l~lal foal property value Cmlnty·wide will pe
,educed Py 1% 10' FY 2010-2011 and FY 2011-2012 as a res,,11 01 Ptoposilion 8, Pr"positio"
13, appeals, and properly lransfers, Actt/al reduclion from Proposilion 8, appeals, and pmperiy
lransfers will vary, We have assume<1 a red"ction in ~al\le 016% and 4% for FY 2()IG--l1 and
2011_12, respecti~oly, FY 2009_10 also indudes red"dio~ for "Odom Famay LP" which w~s

soid to Wakeland Village Green and beoame a la•.exempt affordable hou.in" p,ojecl
beginning in FY 2009---10,

[4J Incl"des secured and u".ecu,ed personal property value in the Projeclless LJnsecured
exemptions fOf FY 2009-2010. Secured vaiue based on tiw final FY 200g·2010 MS"&SOr Roll
Unsecured ~alue pm~ided Py Ihe Co"nly of San Diego AlJdilorlConlfOllor. W~ have ass"med
this value to remain constant for each subsequent y~aL

IS) The actllallax rale of 1,00930% 1& <I&"d tor FY 2009"2010, A 1.00% la. rale is ".od from FY
2010-2011 to lhe end "r!he projodjon

161 E.Umaled al 1.00 percent of \!fOSS revenue fo, the Projecl Area.

17] Estimated le~y short/'ll!, Based on Table 10 (Historic Receipts 10 Levy), adual shortfall lor FY
2008--2009 was less than 1% Pased "n Ihe lru.llund .",,,,nary,

18] Based on 20% of Nel Tax Incremenl Revenue,

!9] Based on 20% of "Gross Revenue" less "Eslimal.d Levy Shortfalr U\fO"Uh FY 2047·2048. In
addition, 16.8% of Gross Reven"e js included from FY 2014_2015 through FY 2Q47·2048 using
Year 10 as a Pas. value and 11,2% of Gross ReVa~\Je is incl"ded ~·om FY 2034·2035 th"'ugh
FY 2047,2048 using Year 3() as a pa.e value,

110/ The Agency was reqUired to make an SERAF paymenl 01 appro.imalely Sl,376,OOO 10' the
Projecl Area on May 10, 2010, The Agency made "ud, p"ymentv~lhprior-year Project A'oa
non-housing tax Incremenl re~enues on hand
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CROSSROADS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Fiscal Year Ending: 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
------- ---- ---- ----------- -----~---- --------- ----------- ------------- ----------- --------- ------
Real Property [1J $776,690,576 $792,224,388 $808,068,876 $824,230,253 $840,714.858 5857,529,155 $874,679,738 $892,173,333 5910,016,800 $928,217,136
Estimated Real Property Value increase [2] 15,533,812 15,844,488 16,161,378 16,484,605 16,814,297 17,150,583 17,493,595 17,843,467 18,200,336 18,564,343
~ssumed ~p~~~::.:.?E.~ Re~:tionIProperty Transfer ImpacVNegative Prop 13 [3J 0 0 0 0 0 0 0 0 0 0------------- ----------- ---- ---- ---- ----- ---- ----
Total Real Property 792.224.388 808,068,876 824,230,253 840,714,858 851,529,155 874,679,738 892,173,333 910,016,800 928,217,136 946,781,478

Total Personal Property [4J 21,409,831 21,409,831 21,409,831 21,409,831 21,409,831 21.409,831 21,409,831 21,409,831 21,409,831 21.409,831

Total Value 813,634,219 829,478,707 845,640,084 862,124,689 878,938,986 896,089,569 913,583,164 931,426,631 949,626,967 968,191,309

Incrementa! Value Over Base 01 $518,827,473 294.806,746 310,651,234 326,812,611 343,297,216 360,111,513 377,282,000 394,755,691 412,599,158 430.799,494 449,363,836

Gross Revenue [5J 2,948,067 3,106,512 3,288,128 3,432,972 3,601,115 3,772.821 3,947,557 4,125,992 4,307,995 4,493,638
Unitary Revenue 7,941 7,941 7,941 7,941 7,941 7,941 7.941 7,941 7,941 7,941

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0 0
Property Tax Administrative Fee [81 (29,481) (31,065) (32,681) (34,330) (36,011) (37,726) (39,476) (41,260) (43,080) (44,936)
Estimated Levy Shortfall [7) 1.00% 0 0 0 0 0 0 0 0 0 0----------------------------- ---- ---- --------- ------- -------- ----- -------- ---- ---- ----

Net Tax Increment Revenue 2,926,528 3,083.388 3,243,388 3,408,583 3,573,045 3,742,836 3.918,022 4,092,672 4,272,856 4.456,643

Low/Moderate Income Housing Set-Aside Revenue [8J (585,306) (618,678) (648,677) (681,317) (714,609) (748.567) (783,204) (818,534) (854,571) (891.329)
Taxing Agencies Pass Through (AB 1290) Tier 1 [9J (589,613) (621,302) (653,625) (686,594) (720,223) (754.524) (789,511) (825,198) (861,599) (898,728)
Taxing Agencies Pass Through (AB 1290) Tier 2 [9J (89,426) (116,045) (143.196) (170,890) (199,138) (227,951) (257,341) (287,318) (317,894) (349,082)
Taxing Agencies Pass Through (AB 1290) Tier 3 [9J 0 0 0 0 0 0 0 0 0 0
~~~~_~:~_:::._~~?.£'~.::.~.::~_~~_~~_~::atlona! Revenue Augmentation Fund (SERAF) [10J 0 0 0 0 0 0 0 0 0 0----- ---- -------- ---- ------- ------ ---- ------ ------ --------------
Available Non-Housing Tax Increment Revenue 1,662,182 1,729,363 1,797,887 1,867,782 1,939,074 2,011,793 2,085,966 2,161,622 2,238,791 2,317,504
Available Housing Tax Increment Revenue 585,306 616,678 648,677 681,317 714,609 748,567 783,204 818,634 864,671 891,329

Tax Revenue Available for Debt Service 2,247,488 2,346,040 2,446,664 2,549,098 2,653,683 2,760,360 2,869,170 2,980,157 3,093,363 3,208,833

Pl Includes secured and llnMcured land ami improvementvalu" in tl,e Project less sec",ed
exemption" for FY Z009-2010. Secured value provided hy ll,e County Assessor as oIl/Hog
Unsecured vahre provided hy the County 01 San Diego Aud~orlConlfolier Reporl "Val File_04
PSWP70@"as oflfli09.

!2] Fiscal Year 2009-Z010 includes ~nlicipated value inc'ease !ollov,;ng ~le sale of residential units
>MU,in Ihe Pare@54project.Assumesnochang"illValueforFiscal Year Z012-20n, an
annual increase 011 % each yea, thereafter th'Ol,gh Fiscal Year 2018-2019, and an annual
Inc,easc of 2% each year fuereafter.

[3J FY 2009-2010 fedllf,ljon based on p~ndlng appp.alo lor FY 2008-2009 and 2009-20W, and
appeals which were re.olved alief the assessor ron was finali~ed for FY Z009-2010. Based on
discussioM with fu8 County, it Is estimated lhat tile total real property value County_"";de will he
red"c~d by 1% for FY Z010-2011 and FY 2011-2012 as a res"lt 01 Proposition 8, Pmposl"o~
13, appeals, and property hanMer>, Actual redueUon !fom P'oposinon 8, appeals. and property
han.rers wm vary. WP. have asslllned a reduclioo in vallie of6% and 4% for FY 2010-11 and
Z011-12, respectively. FY 2009_10 also Includes ,eduction for "Odom Family LP" which W~s

sold to Wekeland Vlliage G,een and became a tax-exempt affordahle housing p,oject
beginning in FY 2009-10.

(4) Incl"dcs .ecmed and unsecured personal property val"e In the Projeotl"ss ,ms.cured
exempnons lor FY 2009-2010. Seoured value hased on the final FY 2009_20W Assessor Roll
Unsecured value provided hy ",e County of San Diego A,,<j1lorICont,oner. We havp. a5sumed
lili5 value to remain con~lant rot each suhsequenl year.

IS) The actual tax rate or 1.00nO% i. used for FY 2009"Z010, A 1,00% tex rate is used from FY
2010-Z011 to the end olthe projection.

161 Est;mat~d at 1.00 percent of gro~s ICV€nUe fo, th~ Project Area.

17] Esllmatp.d levy shortfall. BaMd on Table 10 (Hslo'ic Receipts to Levy), actual shortfall for FY
200e-2009 was less Ihan 1% based on lhe hust lImd summary.

[a] Based on 20% orNet Tax Increment Revenue,

[91 Based on 20% 01 "Gross Revenup." less "Eslimated Levy Shortfall" through FY 2047-2048. fn
addl~on, 16.8'1c. 01 Grass Revenue is included from FY 2014-2015 ">rough FY 2047_2048 Ij~ing

Year 10 as a baBe value and 11.2% 01 Gross Revenue is included from FY 2034_2035 th'ough
FY 2047-2048 IJslng Year 30 as a base value

POI The Agency was Icquired to make an SERAF payment of ~pprox;m~tely $1 ,376,000 for the
Project Area on May 10, 2010, The Agency mad€ such payment wifu p~or-yea, Project Area
non-housing tax increment revenues on hand
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Fiscal Year Ending:

Real Property [1J
Estimated Real Property Value Increase [21
~~_~':.n:.:.~?pealsfProp 8 ReductionlProperty Transfer ImpactiNegative Prop 13 (3)

Tota! Rea! Property

Tota! Personal Property (4)
~------------------------

Total Value

Incremental Value Over Base of: $518,827,473

Gross Revenue (5)
Unitary Revenue

Adjustmenls to Gross Revenue
Supplemental Roll
Property Tax Administrative Fee [6]
Estimated Levy Shortfall [7] 1.00%

Net Tax Increment Revenue

LowlModerate Income Housing Set-Aside Revenue [8]
Taxing Agencies Pass Through (AB 1290) Tier 1 [9J
Taxing Agencies Pass Through (A8 1290) Tier 2 [9J
Taxing Agencies Pass Through (AB 1290) Tier 3 [9J
:2~~ts to ~:!pplemental~~~ational Revenue Augmenlation Fund (SERAF) [10]

Available Non_Housing Tax: Increment Revenue
Available Housing Tax: Increment Revenue

Tax Revenue Available for Debt Service

[lJ Ind<ldes secured and unsecured land and improvement value in the P,ojecl less secured
e~empti{llls for FY 2009-2010. Secured value prOVided by the County Assessor as of 1/1109.
Unsecured value prnvided by the County of San Diego Audilor/ConiroUer Reporl 'Val File·{)4
PSWP70@·'asof1l110!l.

[2J Fiscal Year 200!l-2()10 Ind\ldes anticipated v.ILlo inorease 10"0I",;ng the ,;~I" ofre,;id€htial unils
within the Paro@54projectAssumesnochangelnvalueforFiscal Year 2012-2013. an
annual increase of 1% each yea, lhereafterUlfOugh Fiscal Year 2018-2019, and an ann"al
increase 012% each yea< thereaftN

PJ FY 2009-2010 r~duction based on pending appeals for FY 2008_2009 and 2009_2010, and
appeals 'W!lich were resolved after the assessor reU wa,; finalized for FY 2009-2010. Based on
disc"ssions wilh the County. i1 is estimated that the total real property value County-wide will bc
reduced by 1% lor FY 2010-2011 and FY 2011-2012 as a result 01 Proposition 8, Proposition
13, appeals, and property transfers. Actual reduotionlrom P,opositionS. appeals, and Pfoperty
lransfers will vary. We have assumed a ,eduction in value 016% and 4% lor FY 2010"11 and
2011_12, rospedlvely. FY 2009·10 also includes redllctioll for "Odom Family LP" v,Noh was
sold to Wakeland \/mage Green and became a lax-e,empt affordabl~ hou"ing projed
beginning i" FY 2009-10.

!4] I"cluties secured and unsecu,ed personal properly value in lhe pfojeclless unseouted
e~emptio!lS for FY 2009-2010, Secured val"e bas€d on jh~ ~nal FY 2009"2010 ""5e5;o, Roll
Unsecured vahre provided by the C,,"nty of Sail Diego AudilorlConlrolier. We l1""e assumed
this value to remain constant far eacll subsequent yaar.

[5] The actual ta~ rate of 1.00930% is used lor FY 2009-2010. A 1.00% ta~ rale is used from FY
2010-2011 to the end ofille projection.

(6] Est;mat.d at 1.0Q percent of grose revenue for tho Projer.t Area

!7] Esumated levy shortfall. Based on Tabte 1{) (H;stofic Receipts to Levy), acltJal shottfalilor FY
2()05,2009 was less than 1% based on the trust lund ~"mmafY.

{5] Based on 20% 01 Net Ta~ Increment Revenue

191 Based an 20% of "Gross Revenlle" less "Estimated Levy Shortfall" through FY 2047-2048. In
addition, 16.8% of GrCl5s Revenue is included from FY 2014-20151h'ough FY 2047-2048 rrsing
Year 1() as a base value and 11.2% of Gross Revenue is included [rom FY 2034--2035 through
FY 2047-2048 us;ng Year 3{) as a base value

PO] The Agency wa. required to make an SERAF payment of apprmrimalely $1,375,{)00 tor the
Projec1 ArM on May 10, 2010. The Agency made such P"ym.nt ",th prior·year Project Area
non-1lousing ta, increment reVenUeS on hand

DRAFT

"YEAR30"
2029 2030 2031 2032 2033 2034 2035 2036 2037 2038
2030 2031 2032 2033 2034 2035 2036 2037 2038 2039
--" -------- ------------ ---- ----------- ---- --~"" ---- ----- --------

$946,781,478 $965,717,108 $985,031,450 51,004,732,079 51,024,826,721 $1.045,323.255 $1,066,229,720 $1,087,554,315 $1,109,305,401 $1,131,491,509
18,935.630 19,314,342 19,700,629 20,094,642 20,496,534 20,906,465 21,324,594 21,751.086 22,186,108 22,629,830

0 0 0 0 0 0 0 0 0 0----- ---~ ---- --------- ---- ----- --------_. ----- -------------- ----
965.717.108 985,031,450 1,004,732,079 1,024,826,721 1.045,323,255 1,066,229,720 1,087,554,315 1,109,305,401 1,131,491,509 1,154,121,339

21,409,831 21,409,831 21,409,831 21,409,831 21,409,831 21,409,831 21.409,831 21,409.831 21,409,831 21,409,831

987,126,939 1,006,441,281 1,026,141,910 1,046,236,552 1,066,733,086 1,087,639,551 1,108,964,146 1,130,715,232 1,152,901,340 1,175,531,170

468,299,466 487,613,808 507,314,437 527,409,079 547,905,613 568,812,078 590.136,673 611,887,759 634.073,867 656,703,697

4,682,995 4,876,138 5.073,144 5,274,091 5,479,056 5,688.121 5,901,367 6,118.878 6,340,739 6,567,037
7,941 7,941 7,941 7,941 7,941 7,941 7,941 7.941 7,941 7,941

0 0 0 0 0 0 0 0 0 0
(46,830) (48,761) (50,731) (52,741) (54,791) (56,881) (59,014) (61,189) (63,407) (65,670)

0 0 0 0 0 0 0 0 0 0
---" --------------- ---- ------- ------~ ---------- ------------ ~---" ~---

4,644,105 4,835,317 5,030,354 5,229,291 5,432.206 5,639,180 5,850,294 6,065,630 6,285,272 6,509,307

(928,821) (967,063) (1,006,071) (1,045,858) (1,086,441) (1,127,836) (1,170,059) (1.213,126) (1.257,054) (1,301,861)
(936,599) (975,228) (1,014,629) (1,054,818) (1,095,811) (1,137,624) (1,180.273) {1,223,776} (1,268,148) (1,313,407)
(380,894) (413,342) {446,439) {480,198) {514,632) {549}55) (585,581) (622,122) (659.395) (697,413)

0 0 0 0 0 (23,415) (47,299) (71,650) (96,508) (121,854)
0 0 a 0 0 0 0 0 0 0------- ------------- ----- ----------- --"----~ --------- ---------- ---- ----

2,397,791 2,479,684 2,563,215 2,648,416 2,735,321 2,800,550 2,867,082 2,934,946 3,004,166 3,074,771
928,821 967,063 1,006,071 1,045,858 1,086,441 1,127,836 1,170,059 1,213,126 1,257,054 1,301,861

3,326,612 3,446,748 3,569,286 3,694,274 3,821,763 3,928,386 4,037,141 4,148,072 4,261,221 4,376,633
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"YEAR 45**
2039 2040 2041 2042 2043 2044 2045 2046 2047

Fiscal Year Ending: 2040 2041 2042 2043 2044 2045 2046 2047 2048
---------------------------------- ----------- ------ -------~ ---- ----------- ---- ---- ---- -----
Real Property [1J $1,154,121,339 $1,177,203,766 $1,200,747,841 $1,224,762,798 $1,249,258,054 $1,274,243,215 $1,299,728,080 $1,325,722,641 $1,352,237,094
Estimated Real Property Value Increase [2J 23,082,427 23,544,075 24,014,957 24,495,256 24,985,161 25,484,864 25.994,562 26,514,453 27,044,742
Assumed AppealsIProp_~~_~~lion!ProperlyTransfer ImpacUNegative Prop 13 !3J 0 0 0 0 0 0 0 0 0----- ---- ----------- --------- ---------- ---------- ------------ ----- -------
Total Real Property 1,177,203.766 1,200,747,841 1,224,762,798 1,249,258,054 1,274,243,215 1,299,728,080 1,325,722,641 1,352,237,094 1,379,281,836

!_~~!:".:::.':_nal~0E:~ 21,409,831 21,409,831 21,409,831 21,409,831 21.409.831 21,409,831 21,409,831 21,409,831 21,409,831

Total Value 1,198,613,597 1,222,157,672 1,246,172,629 1,270,667,885 1,295,653,046 1,321,137,911 1,347,132,472 1,373,646,925 1,400,691,667

Incremental Value Over Base of: $518,827,473 679,786,124 703,330.199 727,345,156 751.840.412 776,825,573 802,310,438 828,304,999 854,819,452 881,854,194

Gross Revenue r5J 6,797,861 7,033,302 7,273,452 7,518,404 7,768,256 8,023,104 8,283,050 8,548,195 8,818,642
Unitary Revenue 7,941 7,941 7,941 /,941 7,941 7,941 7,941 7,941 7,941

Adjustments to Gross Revenue
Supplemenlal Roll 0 0 0 0 0 0 0 0 0
Property Tax Administrative Fee [6] (67,979) (70,333) (72,735) (75,184) (77,683) (80,231) (82,830) (85,482) (88,186)
Estimated Levy Shortfall [7] 1.00% 0 0 0 0 0 0 0 0 0----- ------ ------- ---- ---- ---- ---- -------- --------

Net Tax Increment Revenue 6,737.823 6.970.910 7,208,658 7,451.161 7.698,514 7,950,814 8,208,160 8,470,653 8,738,396

Low/Moderate Income Housing Sel-Aside Revenue !8J (1.347,565) (1,394,182) (1A41,732) (1.490,232) (1.539,703) (1,590,163) (1,641,632) {1,694,131} (1,747,679)
Taxing Agencies Pass Through (AB 1290) Tier 1 [9] (1,359,572) {1,406,660} (1,454,690) (1,503,681) (1,553,651) (1,604,621) (1,656,610) (1,709,639) (1,763,728)
r axing Agencies Pass Through (AB 1290) Tier 2 [9] {736,192} (775,746) {816,091} (857,243) (899,218) (942,033) (985,703) (1,030,248) (1,075,683)
Taxing Agencies Pass Through (AB 1290) Tier 3 [9J {147,706} (174,076) (200,972) (228,407) (256,390) (284,933) (314,047) (343,743) (374,034)
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [lOJ 0 0 0 0 0 0 0 0 0------- ------ ----- ---- ---~ ----- --------- ------
Available Non.Housing Tax Increment Revenue 3,146,789 3,220,246 3,295,173 3,371,598 3,449,552 3,529,064 3,610,168 3,692,893 3,777,272
Available Housing Tax Increment Revenue 1,347,565 1,394,182 1,441,732 1,490,232 1,539,703 1,590,163 1,641,632 1,694,131 1,747,679

Tax Revenue Available for Debt Service 4,494,353 4,614,428 4,736,904 4,861,830 4,989,254 5,119,227 5,251,800 5,387,023 5,524,951

111 Indudes sec",ed and uns~c"c~d land and impfQv~m~"tv"lu~ in the P,oj~et less seou,ed
u~mptions for FY 2009-2010, Secured vallie provid~d by th€ County AsS€ssor 3" 01111109
Unseoured va~,e provided by Ihe C"unty 01 San Diego AllditorlController Report 'Val File-04
PSWP70@"asof111109

12l Fiscal Year 2009-2010 includes anticipated value increase following the sale 01 residential tinitt.
within the Parc@S4projectAssumesnQ,hangsinvalusforFiscal Yea, 2012·,2013, an
annual increase of 1% each yea, thereone, th'ough Ffscal Yea, 201ll-2019, and an annuat
increase of 2% eaol, year theraafte,.

13] FY 2009_2010 redllcuon based on pending appeals for FY 2005-2009 and 2009-2010, and
appeals which were r.solved after lhe asse""~r r~li was finalized for FY 2009-2010. Based on
discussions with the County, it is estimated thet lbe lotal real property value Count'jA-';rle will be
reduced by 1% f~r FY 2010-2011 and FY 2011-2012 as a result of Pr~posilion S, Propos~ion
13, appeals, and property lransfers. Actual ,eduction from Proposition 8, appe3ls, and property
transfers will vary. W~ have assllm€d a reducfi"" in value ofS'/, and 4% fo, FY 2010_11 and
2011_12, ,espectively. FY 2009_10 also in<'-ludes reduction for "Ddom Family LP' which was
sold to Wa~eland Villege G,een and beoaroe a tax_exempt affcrdeble housing projecl
beginoing in FY 2009-10.

!4] InckJdes secured and unsecured p",sonal properly vehle in the P,ojectle.s llnsec,r,ed
exemptions fo, FY 2009-2010. Ser-ured value based on the tinal FY 2009_2010 A'$e'sor Roll.
Unsec\Jred value provid~d by the County of San Diego A"di(orIConlroU€,_ We have assumed
this value to remain constant fo, each .ubseq"ent year

[5J The aetllal tax rate of 1.00930% is used 10' FY 2009-2010. A 1.00% tax ,.te is llsed from FY
2010-2011 t~ the end oftilC p'ojection.

16j Esumaled at I.OQ percenl of gross revenue for tha Project Area

[7] Eslimated levy shortfall. Based on Table 10 (l-fistoric Receipts to Levy), achml shorlfaff for FY
200B-200S was less than 1% basad on the trust f"nd .ummary.

[8] Based on 20% of Net Tax Increment Revenue

[S] Based on 20% of '"Gross Revenue'" less "'Estimated Levy Shortfall'" througb FY 2047-2048. In
addition, 16.8% of Gross Revenue is included from FY 2014_2015 through FY 2047,204S using
Yea, 10 as a base value and 11,2% of GrOM Revenue i. indllded from FY 2034_2035 thfOugh
FY 2047-204S using Yea, 30 as a ba.e value.

POJ Tha Agency was required to make an SERAF paymenl of "pp'OJ'imal~ly $1,376,000 for Ihe
Project Ne" on May 10, 2010. The Agency made such paymem "'lt1prior-year Project Area
no'H,ousing (ax inc,ement r~"~nues on hand
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I. INTRODUCTION

The Redevelopment Agency ofthe City of San Diego (the "Agency") anticipates issuing two series
of Tax Allocation Bonds in the summer of2010 to be secured by tax increment revenues from the
Naval Training Center Project Area (the "Project Area") as explained in section l.C below. David
Taussig & Associates, Inc. ("DTA") has prepared this Fiscal Consultant Report (the "Report") to
project tax increment revenues generated by the increase in assessed value of real and personal
property within the Project Area. In addition, the Report describes the methodology and assumptions
utilized in these projections, evaluating the historic and current taxable values, the projected values
of new construction, the effects ofpending assessment appeals, and the property tax collection and
allocation procedures of the County of San Diego (the "County").

A. NAVAL TRAINING CENTER PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area was
adopted by the City Council of the City of San Diego in May 13, 1997 (accomplished by
Ordinance No. 18405). The Plan was adopted to eliminate conditions ofblight in the Project
Area by new construction, revitalization and upgrading of residential, commercial, office,
and public properties and facilities within and surrounding the Project Area.

Chapter 4.5 (Section 33492) of California Community Redevelopment Law (Health and
Safety Code Section 33000 et. seq.) addresses the redevelopment of closed military bases.
Pursuant to Section 33492.9 the county auditor is required to certify to the Director of
Finance the date of the final day of the first fiscal year in which one hundred thousand
dollars ($100,000) or more of the tax increment funds from the Project Area are paid to the
Agency. The date, as certified by the San Diego County Auditor, that the Agency first
received $100,000 or more from the NTC Project Area was June 30, 2003.

The Plan will remain in effect until thirty (30) years from June 30, 2003. Pursuant to
subdivision (a)(2) of Section 33492.13 of the Health and Safety Code, the time limit on the
establishment of loans, advances, and bonded indebtedness to be funded through tax
increment revenues is twenty (20) years from June 30, 2003. Also, total outstanding bonded
indebtedness of the Project Area to be repaid by the allocation of taxes to the Agency is not
to exceed $56 million at any point in time. In accordance with subdivision (a)(4) of Section
33492.13 of the Health and Safety Code, the time limit for the receipt of tax increment
revenues is forty-five (45) years £i'om June 30, 2003. Please note that the Agency and the
City of San Diego adopted Ordinance 0-19513 in July 2006 extending (i) the Plan
effectiveness deadline to 2035, (ii) repayment of indebtedness deadline to 2050, and (iii) tax
increment receipt deadline by an additional year.

F~calConsuhantReport

Naval Training Center Redevelopment Project Area
Page 1

July 9, 2010



Tax
Amount of Tax Maximum Amount Maximum TimeOrdinance Increment

Adopted Collection Increment of Bonded Allowed to Incur

Limit Collected to Date Indebtedness Bonded Indebtedness

May 13,1997 [1] 46 Years [2] $21,494,864 [3] $56 Million
20 Years from County

Auditor Certification [4]
[1] The Project Area is a post AB 1290 project area as discussed in Section III.F below,
[2] The time limit for the repayment of indebtedness is also 46 years.
[3J Total receipts for Fiscal Year 2002-2003 through 2008-2009 as shown in Table 10.
[4] Time limits commence from the date the County Auditor certifies the final day of the first fiscal year in which $100,000 in tax
increment is paid to the Agency from the Project Area. (Sec. 33492.13(a)(2))

The Project Area is administered by the City Redevelopment Division of the City Planning
and Community Investment Department. The Project Area encompasses 504 gross acres and
is located 2.5 miles northwest of downtown San Diego. The area includes residential, non
residential, and institutional land uses. The District is bordered on the east by the United
States Marine Corps Recruit Depot and San Diego International Airport, on the south by
Harbor Drive and the San Diego Bay, and on the north and west by Rosecrans Street and the
Loma Portal and Midway communities.

B. COMPREHENSIVE AFFORDABLE HOUSING COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing Opportunity
Program to provide greater flexibility in financing affordable housing projects throughout the
City of San Diego. In July 2007, the Agency approved four separate non-revolving housing
lines ofcredit with San Diego National Bank in an aggregate amount of$34 million secured
by the housing set-aside funds from four projeet areas: City Heights ($11 million); Naval
Training Center ($7.1 million); North Bay ($8.6 million); and North Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing Opportunity Program,
including Naval Training Center's $7.1 million. The Affordable Housing Opportunity
Program has provided approximately $26 million for affordable housing projects in the
North Park, San Ysidro, Barrio Logan, Crossroads, and City Heights projeet areas.

Housing proeeeds from thc Series 20I0 Bonds not needed for housing programs or developer
repayments in the Project Area will be available for projects in other project areas through
the Comprehensive Affordable Housing Collaborative Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing two series of tax allocation bonds in the summer of2010:
onc stand-alone tax-exempt series secured by non-housing tax increment revenues, and one
pooled taxable series secured by housing tax increment revenues from the Project Area and
the City Heights, Crossroads, North Bay, NOlth Park, and San Ysidro project areas.

The tax-exempt proceeds ofthe stand-alone bonds supported by non-housing tax increment
are expected to be used for public improvements in the Project Area. The proceeds of the
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pooled housing honds are expected to be used for repaying bank lines of credit and to
finance a portion of the costs for low and moderate income affordable housing projects
within or of benefit to the project areas listed above.

D. LOAN AGREEMENTS AND METHOD OF FINANCING

1. U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT LOAN

In 2003, the Agency entered into a Rehabilitation Grant Agreement with the NTC
Foundation to contribute $5.85 million for the rehabilitation ofsix historic buildings
in the NTC Civic, Arts and Cultural Center. Funds for the Rehabilitation Grant
Agreement were provided by a $5.91 million Section 108 loan the City received from
the U.S. Department ofHousing and Urban Development ("HUD") in 2004. Annual
payments on the loan are made from Project Area tax increment revenues. The total
amount ofoutstanding loans is approximately $7.18 million, ofwhich approximately
$5.07 million is principal.

The Agency's obligation to repay the loan is subordinate to the Agency's repayment
obligation with respect to any bonds, notes, or other indebtedness issued by the
Agency.

2. AGENCY DEBT TO THE CITY

a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

In 2008, the Office of Inspector General ("orG") of the HUD audited the
City's Community Development Block Grant ("CDBG") program and issued
a report to HUD which recommended, among others, that the City initiate
repayment plans for CDBG loans to the Agency. City and Agency staff
worked with HUD representatives over the past year to develop a plan to
address the OIG's report and have agreed upon a 10 yeaT schedule of
repayment to the San Diego CDBG Program. A February 20 I0 report to the
Agency Board and the City Council recommended that staff be directed to
prepare a CDBG Loan Repayment Agreement between the Agency and the
City for future Board and City Council approval. It was also recommended
that the terms of the proposed Repayment Agreement include the following
provisions, among others: I) that all repayments made by the Agency
pursuant to the Repayment Agreement and all obligations and any
indebtedness ofthe Agency to the City created by the Repayment Agreement
shall be subordinate to any pledge of tax increment to bond holders of any
tax allocation bonds which have been or may be issued by the Agency; and
2) that repayments by the Agency may be made using tax increment funds,
land proceeds, or other revenues of the Agency.

The total amount of outstanding CDBG loans as of June 30, 2009 for the
Project Area is approximately $316,000, ofwhich approximately $149,000 is
principal. Loans from the City were provided in the years preceding and
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immediately following the adoption of the Project Area, to pay the costs
associated with adoption and administration of the Project Area until a
sufficient stream oftax increment revenue was generated.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital outlay,
TransNet (transportation), and general funds. The City utilized general fund
monies to fund the NTC base reuse process and the adoption of the NTC
Redevelopment Plan. The City's funding of the Project Area was recorded
as interest bearing loans to the Agency.

The Project Area has $2.15 million in outstanding non-CDBG related debt to
the City as of June 30, 2009, of which approximately $1.3 million is
principal. Loans from the City were provided in the years preceding and
immediately following the adoption of the Project Area, to pay the costs
associated with adoption and administration of tlle Project Area until a
sufficient stream of tax increment revenue was generated.

c. COOPERATION AGREEMENT

1n addition, pursuant to a Cooperation Agreement between the City and the
Agency dated June 26, 2000, approximately 429 acres was sold by the City to
the Agency for $8.3 million for the Agency to implement the NTC Reuse
Plan and NTC Redevelopment Plan. The Agency is to pay the City on
demand from available tax increment revenue or other sources not otherwise
needed to carry out the Redevelopment Plan. The Agency's obligation is
subordinate to any pledge of tax increment made in connection with any
bonds or other obligations issued by the Agency to finance the
redevelopment of the Project Area. However, repayment is to be made no
later than the Project Area's time limit for the repayment of indebtedness,
2050. Compounded interest accrues aunually. The outstanding balance is
$15,567,557, of which $8,300,000 is principal and $7,267,557 is interest.
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II. PROJECT TAXABLE VALVES

The County of San Diego Assessor (the "Assessor") determines the assessed valuations ofreal and
personal property. The secured roll is the Assessor's roll, which contains real propeliy for which
taxes are secured by a lien on the property, and the unsecured roll contains business personal
property, for which taxes are not secured by a lien. The County assigns values to each Assessor's
Parcel, which is listed in turn by an Assessor's Parcel Number ("APN"). The Assessor releases the
equalized Assessor's roll on or prior to the first ofJuly of each Fiscal Year. At this time, the Auditor
Controller compiles the tax roll based on this infonnation. The Auditor Controller assigns each APN
to a Tax Rate Area ("TRA"), which is a geographic area containing Assessor's Parcels with the san1e
tax rates. The Project Area consists of TRA 008-254. The Auditor Controller is responsible for
combining the assessed values provided by the Assessor for all APNs within the Proj ect Area and
releasing a report each July showing the secured and unsecured values for the current and base year
as well as the incremental value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies in the
total net assessed values provided by each agency due to procedural differences and timing of
obtaining the data. Please note that Table I is based on values provided by the County Auditor.
Since the County Assessor's secured values are lower than the Auditor's values, we have
conservatively used the lower secured values in Tables 2, 3, II, and 12 and the tax increment
projections in Tables 13 and Exhibit A. The secured assessed values shown in Tables 13 and Exhibit
A are based on the County Assessor assessed values and the unsecured assessed values shown in
these tables are based on the County Auditor values. Please note that the Fiscal Year 2009-2010
assessed values shown herein are dated as of January 1, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic secured and unsecured taxable values in the Project Area for Fiscal
Years 2001-2002 through 2009-2010. These values, which are based on information
provided by the County of San Diego Auditor Controller, are shown in Table I. As listed in
the table, the base year value for the Project Area is $0, and the total secured and unsecured
value for the Project Area has risen from $0 in Fiscal Year 2001-2002 to $493 million Fiscal
Year 2009-20 Io.

Furthennore, as shown in Table 1 below, assessed values for property located within the
Project Area experienced triple digit percentage increases from Fiscal Year 2002-2003
through Fiscal Year 2003-2004 followed by double-digit percentage increases from Fiscal
Year 2004-2005 through Fiscal Year 2006-2007. Much of this annual increase can be
attributed to value changes due to development of the Project Area which resulted in the
construction of349 new residential units, seven new office buildings totaling approximately
380,000 square feet, two hotels totaling 350 rooms, a 46-acre park and waterfront esplanade
as weI! as the rehabilitation of approximately 325,000 square feet of buildings for
commercial use and the rehabilitation of seven historic buildings in the NTC Civic, Arts and
Cultural Center.

In Fiscal Year 2009-2010, property located within the Project Area experienced an increase
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in value of approximately 9% from Fiscal Year 2008-2009. Despite the reductions in value
due to Proposition 8 reductions and ownership change, the resulting net increase in value
was due to new construction activity in the Project Area. Please refer to Section ILD.2 below
for more information regarding the changes in value for Fiscal Year 2009- I O.
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Note: Table 1 is based on values provided by the Auditor while Tables 2, 3, 11, and 12 are based 011 values provided by the County Assessor. Based on discussions with the
County Auditor/Controller and County Assessor, discrepancies in the total net assessed values are due to procedural differences and timing in obtaining exemption data.

I
-

TABLE 1

I
HISTORiCAL TAX INCREMENT VALUES [1J

FY2001·2002 FY 2002-2003 FY 2003·2004 FY 2004-2005 FY 2005·2006 FY 2006·2007 FY 2007-2008 FY 2008·2009 FY 2009·2010
I Taxable Value [3] Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxabie Value Taxable Value

I Secured Vlllues [2]

Land $0 $11,090,000 $75,289,623 $103,538.887 $181,535,185 $226,118,963 $220,996,992 $223,602,190 $215,734,612
Improvement 0 0 25,076,273 106.197,843 172,114,802 165,164,734 208,962,172 278,728,341 325,824,790
Personal Property 0 0 0 0 404,315 408,225 463,836 486,680 3,298,348

Gross Value 0 11.G90,OOO 100,365.896 209,736,730 354,054,302 391,691,922 430,423,000 502,817,211 544,857,750
Less Exemptions 0 0 0 (13,384,540) (16,504,227) (7,051,107) (51,190,293) {65,319,524) {69,351 ,177)

Total Secured 0 11,090,000 100,365,896 196,352,190 337,550,075 384,640,815 379,232,707 437,497,687 475,506,573

Unsecured Values [2]

Land 0 0 0 0 0 0 0 0 0
Improvement 0 0 0 0 12,832 293,173 1,598,922 7,911,209 6,225,385
Personal Property 0 8,158 480,646 540,989 2,213,218 6,501,106 43,098,283 24,148,630 24,365,536

Gross Value 0
-

8,158 480.646 540,989 2,226,050 6,794,279 44,697,205 32,059,839 30,590,921
Less Exemptions 0 0 0 0 (1,715,190) (3,158,265) {38J35,206) {16,583,996) {12,710,349)

Total Unsecured 0 8,158 480,646 540,989 510,860 3,636,014 5,961,999 15,475,843 17,880,572

Total Secured and Unsecured 0 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145

Percentage Change in Total Value NJA NfA 808.68% 95.24% 71.70% 14.85% -0.79% 17.60% 8.92%

Base Year Value [4] 0 0 0 0 0 0 0 0 0

Incremental Value 0 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145

Percentage Change in Incremental Value NfA NfA 808.68% 95.24% 71.70% 14.85% -0.79% 17.60% 8.92%

1" Assessoo value~ as of 111 of the initial yeaf of each 'scal ygar n.e. 1/1/09 fof FY 200g,2010j

") Basgd on information pro\Oded by tile County of San Diego Auditor/Controller as indicated in 'Report Val Fil~..Q4 PSWP70@'".

") No lax increment was coll~ct~d d"';"9 FY 2001·-2002.

1" Base valuG is $0.
.-
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B. VALVES BY LAND USE TYPE

The Project Area includes a combination ofland uses based on an analysis of the Fiscal Year
2009-2010 Assessor's roll. This allocation indicates that 46.05% of the Project Area
valuation is attributable to residential land uses (all of which is single family residential),
49.45% of the value is attributable to commercial property (of which 5.75% is retail and
26.31 % is office space), 0.98% is attributable to industrial property, and 3.52% ofthe value
is attributable to institutional and recreational property. The breakdown by land use type is
shown in Table 2.

TABLE 2
FY 2009·2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1] No. of Parcels [1] Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Single Family Residential 349 349 $218,248,793 46.05%

Miscellaneous 1 0 $0 0.00%

Subtotal 350 349 $218,248,793 46.05%

Commercial Property (land use codes 20 through 39)

Office Space 22 NA $124,687,960 26.31%

Retail 6 NA $27,258,719 5.75%

Hotel 2 NA $68,725,793 14.50%

Vacant Land 22 NA $13,666,068 2.88%

, Ofher Uses 1 NA $0 0.00%

Subtotal 53 NA $234,338,540 49.45%

Industrial Property (land use codes 40 through 49)

Factory/Manufacturing 4 NA $4,639,853 0.98%

Subtotal 4 NA $4,639,853 0.98%

Institutional Property (land use codes 70 through 79) 11 NA $5,471,700 1.15%

Recreational Property (land use codes 80 through 84) 3 NA $11,214,486 2,37%

Miscellaneous Use (land use codes 85 through 89 and aD) 9 NA $1 0.00%

Total 430 34' $473,913,373 100.00%

[1] Includes parcels with a net assessed value equal to $0. Excludes parcels owned by pubHc agencies based on final FY 2009-201 0 Assesssor's Roll.
[2] Based on linal FY 2009-2010 Assessor's Roll. Land use codes provided by the County Assessor.

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3,11, and 12 are based on values provided by the County
Assessor. Based on discussions with the County Auditor/Controller and County Assessor, discrepancies in the total net assessed
values are due to procedural differences and timing in obtaining exemption data.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-201 0 equalized roll. The
table shows thc assessee name/owner, the land use of Assessor's Parcels under their
ownership, the number of Assessor's Parcels llilder their ownership, the total net assessed
valuation under their ownership, thc percentage of the total Project Area assessed value
represented by that owner's property, and the percentage of the total Project Area
incremental value represented by the applicable owner's property.
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As of May 10, 2010, all top ten assessees are current in the payment of their property taxes.

Among the top ten assesses, Liberty Station HHG Hotel has contested that the Fiscal Year
2009-10 assessed value of one of their parcels should be reduced to $18,000,000 from
$40,258,287; McMillin-NTC Landing LLC has contested that the Fiscal Year 2009-10
assessed value of one of their parcels should be reduced to $5,750,000 from $11,795,000;
and finally The Vons Companies Inc. has contested that the Fiscal Year 2009-10 assessed
value of one of their parcels should be reduced to $9,300,000 from $18,666,000. These
appeals have not yet been resolved by the County, but DTA has assumed the appeals are
resolved at the applicant's opinion of value or at a rate of 60% of the contested value.
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Owner [1]

Liberty Station HHG Hotel LP/City of San Diego Redevelopment Agency [3.4]
McMillin-NTC Landing LLC/City of San Diego Redevelopment Agency [3,5,6]
The Vons Companies Inc/City of San Diego Redevelopment Agency [3,7]
McMillin-NTC LLC/City of San Diego Redevelopment Agency [3,5]
McMillin NTC 902 LLC [5J
McMillin NTC 903/904 LLC [5J
CDC Small Business Finance Corp
McMillin NTC 193 LLC/City of San Diego RedevelopmentAgency [3,5]
BUilding 907 LLC
McMillin NTC 901 LLC [5J

Grand Total

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
SECURED TOTAL NET ASSESSED VALUE:
TOTAL TAX INCREMENT VALUE:

TABLE 3
FY 2009-2010 TOP TEN ASSESSEES

land Use

HotellMotel
Store Building
Store Building

Vacant CommerciaVStore Building/Church
Office Building
Office Building
Office Building
Store Building
Office Building
Office Building

NA

No. of
Parcels [1]

2
7
1

10
1
1
1
1
1
1

26

Secured Total
Net Assessed

Value [2]

$68,725,793
$20,159,140
$18,666,000
$18,246,719
$16,109,800
$13,573,196
$10,428,980
$10,330,257

$9,975,224
$9,829,189

$196,044,298

$141,907,452
$196,044,298
$473,913,373 [81
$493,387,145 [81

Percent of Secured
Total Net Value

14.50%
4.25%
3.94%
3.85%
3.40%
2.86%
2.20%
2.18%
2.10%
2.07%

41.37%

Percent of
Incremental

Value [2]

13.93%
4.09%
3.78%
3.70%
3.27%
2.75%
2.11%
2.09%
2.02%
1.99%

39.73%

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

29.94%
28.76%

41.37"/"
39.73%

[1J Includes parcels with a nel assessed \Slue equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssor's Roll.

[2J Based on final FY 2009-2010 Assessor's Roll.

[3] Based on o'Nllership information pro\lded by the County of San Dlego as of 1/1f09, parcels are leased from the City of San Diego Rede~lopment Agency.

[4J As shown in the Appeals section, liberty Station HHG Hotel LP contests that the value of on\'! of its two parcels should be reduced from the original value of $40,258,287 to $18,000,000. The appeal has not yet been resolwd by the
County, but DTA has assumed the appeal is resolwd in fawr of the applicant at a rate of 60% of the contested value as described in the Appeals section. The reduced value is not shown abo~, but has been reflected in the lax
increment projections herein.

[5J The properties owned andlor leased by the various "McMillin" entities (including entities not shown abo\e) account for a total net assessed value of $107.848,399 vkJich is equal to 22.76% of the
lotal net assessed value and 21.86% of the total tax incrementlelue.

(6] As shown in the Appeals section, McMillin-NTC Landing LLC contests that the wlue of one of its sewn parcels should be reduced from the original value or$11,795,OOO to $5,750,000. The appeall1as not yet been resolwd by the
County, but DTA has assumed the appeal is resol\ed in fa\Or of the applicant at a rate of 60% of the contested value as described in the Appeals section. The reduced value is not shown abo\e, but has been reflected in the tax
increment projections herein.

(7J As shown in the Appeals section, The Vons Companies Inc. contests that the value of its parcel should be reduced to $9,300,000. The appeal has not yet been resol-.ed by the County, but OTA has assumed the appeal is resolwd in
fa\Of of the applicant at a rate of 60% of the conlested value as desclibed in the Appeals section. The reduced value is not shown abo\e, but has been reflected in the tax increment projections herein.

[8J The total net assessed value shown herein is based on the secured value only. The lotallax incremental value is based on the total secured and unsecured w!ue.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

Ifa property owner believes that the assessed value ofhis/her property is inaccurate,
an appeal may be filed with the County Assessmcnt Appeals Board during the period
between July and November of each fiscal year. A resolved appeal may produce a
reduction in the original contested value and a refund to the property owner for
overpaid property taxes. If the appeal is withdrawn, there is no change in the original
value.

During a real estate market downturn, the market value of property may fall below
the assessed value. Under State law, Proposition 8 allows property owners to apply
for a temporary reduction in assessed value to match the cmrent market value. As
market values increase, the assessed propelty values will also increase up to the
original assessed value (plus the annual California Consumer Price Index ("CPI")
increase, not to exceed 2%, as required by Proposition 13).

In addition, the County Assessor's office allows property owners to file a Proposition
8 reduction request to their area appraiser between January and May of each fiscal
year in order to reduce the assessed value of their property without having to file an
assessment appeal with the County Assessment Appeals Board, otherwise known as
an informal review. The County Assessor's office provides this option to property
owners in order to limit the number of assessment appeals requiring hearings before
the County Assessment Appeals Board. In order to calculate the reduced assessed
value, the arca appraiser will use several variables, including the date of
construction, land use type, and recent comparable sales from the surrounding area.

A property owner may file multiple appeals for one parcel (for the same or different
fiscal year), resulting in a parcel having several appeals being reviewed by the
County Assessment Appeals Board at any time. Based on discussions with the
County Assessment Appeals Board, in cases where multiple appeals have been filed
on one parcel, typically one appeal will be resolved and subsequent appeals will not
result in further reductions of value. Therefore, for purposes of this analysis, DTA
has assumed only one appeal resulted in a reduction in value, and subsequent
pending appeals will result in no change in value. There are currently no multiple
appeals filed on a parcel within the project area.

As ofMarch 8, 2010, there were nine unresolved appeals for nine parcels within the
Project Area. Tables 4 through 7 show recent historical assessment appeals in the
Project Area, providing the following information: fiscal year in which appeal was
rcccivcd, land use, owner/applicant name, number of parcels being appealed by
owner/applicant, whether or not appeal is for Proposition 8, number of pending
appeals included in our analysis (when multiple appeals have been filed on one
parcel), the status of the appeal, the contested assessed value, the applicant's opinion
of value, the proposed changed value for pending appeals or board approved value
for resolved appeals, and the impact of the changed values.
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2. ApPEALS INFORMATION PROVIDED BY THE COUNTY

The County Assessor has provided the following infonnation for inclusion in this
Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of assessed
values of real property during their "infonnal" review process (1/1/2009
5/30/2009) for such fiscal year. In addition to the 32,000 infonnal
applications, the County Assessor's office was proactive and, on its own,
reduced the assessed values for approximately 72,000 properties County
wide. Less than 3,500 of the 104,000 total reductions were for non
residential properties. When the County Assessor's office receives a large
number ofrequests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to review the
entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447 "fonnal"
assessment appeal applications were received for Fiscal Year 2009-2010
dUling the County's fonnal review pcriod (7/2/2009 - 11/30/2009) for such
fiscal year. Because these appcals are going through the County's fonnal
process, any reductions to value will take longer to appear on the tax roll than
reductions made through the County's infonnal appeal process described
above.

For the Fiscal Year 20 I0-20 II roll, the County Assessor estimated a County
wide reduction in net assessed valuc of approximately 1.0% from the Fiscal
Year 2009-2010 roll. This reduction is based on economic factors such as
lower sales prices, reduced levels of new construction, Fiscal Year 2009
2010 appeals/reductions, as well as the 0.237% decline in the CPI which will
be applied to all property subject to Proposition 13 (rather than the typical
2% annual increase). For Fiscal Year 2011-2012, the County Assessor
estimates a County-wide reduction similar to Fiscal Year 2010-2011, based
on historical trends.

In order to estimate the magnitude of the Fiscal Year 2010-2011 change in
value for the Project Area, DTA compared the historical Project Area change
in value to the County-wide reduction in value from Fiscal Year 2008-2009
to Fiscal Year 2009-201O. Based on discussions with the Agency, the Project
Area is anticipated to experience declines that are slightly higher than the
County-wide average due to project specific factors. Therefore, we have
assUllled a reduction in value of2% and 1% for Fiscal Years 2010-2011 and
2011-2012, respectively. The chart below sUlnmarizes the reduction in
assessed values and its impact on incremental value.
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Actual 2009-2010
Estimated 2010-2011
Estimated 2011-2012

-1%
-1%

+9%
-2%
-1%

+9%
-2%
-1%

[1] Based on information provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

For purposes of the analysis, DTA researched the pending and recently resolved
assessment appeals to determine how tax refunds as a result ofappeals might reduce
the tax increment received by the Agency from the Project Area.

For purposes ofthis analysis, DTA has excluded any appeals that were withdrawn by
the applicant. In addition, DTA has assumed that pending appeals will result in a
reduced value equal to the greater of the applicant's opinion of value or 92% of the
contested value for residential properties, and the greater of the applicant's opinion
ofvalue or 60% ofthe contested value for non-residential properties. The estimated
reduction for pending appeals is based on an analysis of resolved assessment appeal
data for property in the Project Area and other project specific factors and estimated
County-wide value reductions going forward as explained in Section ILD.2 above.
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4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, a total of II appeals were filed in the Project Area as shown in Table 4. All II appeals with a total
Fiseal Year 2006-2007 assessed value 01'$15,947,412 were resolved with a reduction in value 01'$6,752,412 for Fiseal Year 2006
2007, a 42.34% decline.

TABLE 4
FY 2006-2007 ASSESSMENT APPEALS

Number of
Number of Pending Appeals Applicants Percentage

Numberof Prop 8 Included in Opinion of Resolved I ImpacWalue Change of
Land UsefApplicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1J Change Assessed Value

FY 2006-tl7 Appeals

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Non-Residential
CITYOF SAN DIEGO NTC 6f7 1 0 2,375,000 442,885 435,000 (1,940,000) -81.68%
MCMllLiN-NTC LlC 10 2 $13,572,412 $7,920,000 $8,760,000 ($4,812,412) -35.46%
Sublotal- Non-Residential 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752.412) -42.34%

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%
Resolved Appeals Prior to Final FY 2009·201 0 Assessor Roll 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752,412) -42.34%
Resolved Appeals After Final FY 2009.201 a Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Total FY 2006·2007 Pending and Resolved Appeals 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752,412) -42.34%

[1 JFor any appeals that have not been resolved at this lime, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contested value for Residential parcels or a rate of 60% of the
contested value for Non-Residential parcels. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residenlial and Non-Residential parcels, respectively.
[2J There are currently no multiple appeals filed on one parcel within the project area. For purposes of this analysis, jf multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will result in no change in value_
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5. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a tolal ofthree appeals were filed in the Project Arca as shown in Table 5. All three appeals with a
total Fiscal Year 2007-2008 assessed value of$3,427,284 were resolved with a total reduction in value of$260,745 lor Fiscal Year
2007-2008, a 7.61% decline.

TABLE 5
FY 2007·2008 ASSESSMENT APPEALS

Number of
Number of Pending Appeals Applicants Percentage

Number of PropS Included in Opinion of Resolved I ImpactNalue Change of
Land Use/Applicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appears 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential
INDIVIDUAL HOMEO\NNERS 3 3 $3,427,284 $2,517,539 $3,166,539 1$260.745) -7,61%
Subtolal- ResidenUal 3 3 NA $3,427,284 $2,517,539 $3,166,539 ($260,745) -7.61%

Pending Appeals 0 0 0 $0 '0 $0 $0 0.00%
Resolved Appeals Prior to Final FY 2009-201 0 Assessor Roll 3 3 NA $3,427,284 $2,517,539 $3,166,539 ($260,745) -7.61%
Resolved Appeals After Final FY 2009·201 0 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Total FY 2007·2008 Pending and Resolved Appeals 3 3 NA $3.427,284 $2,517,539 $3,166,539 ($260,745) -7.61%

[1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contested value for Residential parcels or a rate of 60% of the
contested value for Non-Residential parcels. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of9% and 42% for Residential and Non-Residential parcels, respectively.
[2J There are currently no multiple appeals filed on one parcel wHhin the project area. For purposes of this analysis, if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will result in no change in value.
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6.1?ISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of 13 appeals were filed in the Project Area as shown in Table 6. All 13 appeals with a total
Fiscal Year 2008-2009 assessed value of$ll,602,446 were resolved with a total reduction in value of$l ,111,464 for Fiscal Year
2008-2009, a 9.58% decline.

TABLE l'i
FY 2008-2009 ASSESSMENT APPEALS

Number of
Number of Pending Appeals Applicants Percentage

Number of Prop 8 Included in Opinion of Resolved I ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals 0 0 0 $0 $0 '0 $0 0.00%

Resolved Appeals
Residential
INDIVIDUAL HOMEOWNERS 13 13 $11,602,446 $9.080,820 $10,490,982 ($1111,4641 -9,58%
Sublotal- Residential 13 13 NA $11,602,446 $9,080,820 $10,490,982 ($1,111,464) -9.58%

Pending Appeals 0 0 0 '0 '0 $0 '0 0.00%

Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 13 13 NA $11,602,446 $9,080,820 $10,490,982 ($1,111,464) -9.58%

Resolved Appeals After Final FY 2009-201 0 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%

Total FY2008"2009 Pending and Resolved Appeals 13 13 NA $11,602,446 $9,080,820 $10,490,982 ($1,111,464) ~9.58%

Grand Total· Pending Appeals

~_._-

$99,415:963 $55,772,890 $65,617,262 -($'33,798,701) -34,00%

Grand Total· Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll $24,396,742 $17,068,244 $18,762,521 ($5,634,221) -23.09%

Grand Total- Resolved Appeals After Final FY 2009·2010 Assessor Roll $0 $0 $0 $0 0.00%
GRAND TOTAL - Pending and Resolved Appeals -- -- $123,812,705 $72,841,134 $84,379,783 ($39,432,922) "-~~

[1J For anyappeais that have not been resolved 131 this lime, DTA has assumed the appeal resulted in a reduction equal to the lesser of the app~can!'s opinion of value ora rate of 92% of the contested value for Residential parcels or a rate of 60% of the
contested value for Non-Residential parcels. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Residential parcels, respectively.
[2J There are currently no multiple appeals filed on one parcel within the project area. For purposes of this analysis, if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals win result in no change in value.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of four residential and five non-residential
appeals were filed in the Project Area as shown in Table 7. All four residential
appeals and five non-residential appeals remain pending with a total Fiscal Year
2009-2010 assessed value of $2,948,676 and $96,467,287, respectively. DTA has
estimated a total reduction of$212,986 for the residential appeals and $33,585,715
for the non-residential appeals which represents 7.22% and 34.82% ofthe contested
value, respectively, as described in Section ILD.3 above.
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TABLE 7

FY 2009-2010 ASSESSMENT APPEALS

Number of
Numberof Pending Appeals Applicants Percentage

Numberof Prop 8 Included in Opinion of Resolved I ImpactNalue Change of
Land Use/Applicant Name Appeals Appeals Analysis[2J Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appea/s
Residential
fidivldual Homeowner 111 4 4 4 $2,948,676 $2,272,890 $2,735,690 ($212,986) ~7.22%

Sublotal- Residential 4 4 4 $2,948,676 $2,272,890 $2,735,690 ($212,986) -7.22%

Non-Residenbal
L1BERlYSTATION 210 lNVESTORS,LlC 1 0 1 $8.000,000 $6,950,000 $6,950,000 ($1,050,000) -13.13%
MCMILLIN NTC LANDING LLC 1 0 1 $11,795,000 $5,750,000 $7,077.000 ($4,718,000) -40.00%
VONS CO INC 1 1 1 $18,666,000 $9,300,000 $11,199,600 ($7,466,400) -40.00%
L1BERlYSTATION EDUCATION CENTER LlC 1 1 1 $17.748,000 $13,500,000 $13,500.000 ($4,248,000) -23.94%
UBER1Y STATION HHG H01EL LP 1 1 1 $40,258,287 $18.000,000 $24,154,972 1$16,103,315) -40.00%
Subtotal- Non-Residential 5 3 5 $96,467,287 $53,500,000 $62,881,572 ($33,585,715) -34.82%

Resolved Appeals 0 0 NA $0 $0 $0 $0 0.00%

Pending Appeals 9 7 9 $99,415,963 $55,772,890 $65,617,262 ($33,798,701 ) -34.00%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Resolved Appeals After Final FY 2009·2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Total FY2009-2010 Pending and Resolved Appeals 9 7 NA $99,415,963 $55,772,890 $65,617,262 ($33,798.701) ~34.00%

Grand Total· Pending Appeals $99,415,963 $55,772,890 $65,617 ,262 ($33,798,701) 0034,00%
Grand Total· Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll $24,396,742 $17,068,244 $18,762,521 ($5,634,221) ·23.09%
Grand Total ~ Resolved Appeals AfterFinal FY 2009·2010 Assessor Roll $0 $0 $0 $0 0,00%
GRAND TOTAL ~Pendinaand Resolved Appeals $123,812,705 $72,841,134 $84,379,783 - ($39,432,922) ..31.85%

[1) Forany appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of92% of the contested value for Residential parcels or a rate of60% of the
contested value for Non-Residential parcets_ Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Residential parcels, respeclively.
[2) "Ihere are currently no multiple appeals filed on one parcel within the project area. For purposes of this analysis, if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will result in no change in value,
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8. Top TAXPAYER ApPEALS

As indicated in Table 3, Liberty Station HHG Hotel LP, McMillin-NTC Landing
LLC and The Vons Companies Inc., have appealed the assessed value for one or
more Assessor's Parcels that they currently own. Liberty Station HHG Hotel has
contested that the Fiscal Year 2009-10 assessed value ofone of their parcels should
be reduced to $18,000,000 from $40,258,287; McMillin-NTC Landing LLC has
contested that the Fiscal Year 2009-10 assessed value of one of their parcels should
be reduced to $5,750,000 from $11,795,000; and finally The Vons Companies Inc.
has contested that the Fiscal Year 2009-10 assessed value of one of their parcels
should be reduced to $9,300,000 from $18,666,000. These appeals have not yet been
resolved by the County, but DTA has assumed the appeals are resolved at the
applieant's opinion ofvalue or at a rate of 60% ofthe contested value as described in
Section II.D.3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALUES

Due to the fact that the CWTent real estate market downturn may last for several years, we
have estimated an annual reduction of assessed values through Fiscal Year 2011-2012. As
discussed in Section II.D.2 above, we have assumed a reduction in value of2% and 1% for
Fiscal Years 2010-2011 and 2011-2012, respeetively. We have then assumed no change in
value for Fiscal Year 2012-2013, an annual increase of 1% each year thereafter through
Fiscal Year 2018-2019, and an annual increase of2% each year thereafter. However, we are
not showing the increase in values back to base values for any value reductions other than
the 1% and 2% annual increases as described above. It is important to note that the actual
reduction to tax increment for future years may be higher or lower for a number of different
reasons, including filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying tbe tax rate determined by
the County Assessor to the annual incremental assessed value of the Project Area. The
general ad valorem tax rate is $1 per $100 of assessed value. In addition to this rate, an
override rate reflects the debt service for various agencies which have issued bonds in the
Project Area. Pursuant to Section 33670 (e) of the Health and Safety Code, approved on
November 8, 1988, tax increment revenues cannot be calculated using property taxes
generated from voter-approved bonded indebtedness on or following January I, 1989. Table
8 shows the Fiscal Year 2009-2010 rates in the Project Area, separating the override amounts
attributed to bonded indebtedness by participating agencies which excludes those that started
levying a charge after January I, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value. DTA
assumes a secured tax rate of$1.00 per $100 after Fiscal Year 2009-2010 as the override
rates usually decline over time as values increase and bonded indebtedness is paid off.
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TABLE 8
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

FY 2008-2009 Rates for FY 2009-2010 Rates for
iParticipating Agencies [1] TRA 008-254 [3] TRA 008-254 [3]

1.00000% 1.00000%
City of San Diego Zoological Exhibit 0.00500% 0.00500%
Metropolitan Water District 0.00430% 0.00430%

Subtotal 1.00930% 1.00930%

Non-Participating Agencies [2]
,

San Diego City Public Safety 0.00108% 0.00113%
San Diego Unified Bond Series 1999A 0.00788% 0.00868%
San Diego Unified Bond Series 2000B 0.00639% 0.00717%
San Diego Unified Bond Series 2001 C 0.00734% 0.00824%
San Diego Unified Bond Series 2002D 0.00965% 0.01074%
San Diego Unified Bond Series 2003E 0.01411% 0.01514%
San Diego Unified Bond Series 1998F 0.00324% 0.00351%
San Diego Unified Bond Series 1998G 0.00440% 0.00496%
San Diego Unified Bond Series 2006 F-1 0.00458% 0.00464%
San Diego Unified Bond Series 2006 G-1 0.00425% 0.00362%
San Diego Community Coliege Bond 2003A 0.00068% 0.00213%
San Diego Community Coliege Bond 2003B 0.00840% 0.00917%
San Diego Community Coliege Bond 2006A 0.00304% 0.00845% '
San Diego Community Coliege Bond 2009C 0.00000% 0.00507%

Subtotal 0.07504% 0.09265%

Grand Total 1.08434% 1.10195%

[1] Agencies that began levying an annual charge before January 1, 1989.

[2J Agencies that have been levying an annual charge after January 1, 1989.

[3J Tax rates based on infonnatlon provided by the San Diego County Auditor/Controller.

B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership of property or new
construction. They are based on the difference between the prior year value and the new
value and can represent either a positive or negative impact to the Project Area value. They
are allocated to the Agency throughout the year and included in the ten apportionments made
each year to the Agency by the Auditor Controller. The histOly of supplemental tax receipts
in the Project Area is shown in Table 9. To be conservative, future supplemental assessments
are not projected.
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TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Delinquenciesl Total
Year Roll Corrections Refunds/Adjustments Penalties Adjustments

1999-2000 $0.00 ($1.91 ) ($0.19) $0.00 ($2.10)

2000-2001 $0.00 $13.76 ($2.13) $8.98 $20.61

2001-2002 $0.00 $0.00 $0.00 $0.00 $0.00

2002-2003 [2] $390.960.83 ($682.47) ($19.585.66) $8.97 $370,701.67

2003-2004 $495.844.65 ($7.129.41) ($29.656.12) $1.842.20 $460.901.32

2004-2005 $788.655.55 ($5.998.14) ($45.648.09) $14.696.95 $751.706.27

2005-2006 $833.901.08 ($9.200.68) ($300.778.03) $33.907.09 $557.829.46

2006-2007 $290.844.78 ($1,197.02) ($44.601.16) $65.207.84 $310,254.44

2007-2008 $179.546.41 $3.429.53 ($33,806.20) $103,908.83 $253.078.57

2008-2009 $438.669.29 ($11.111.73) ($89,033.62) $150,294.72 $488.818.66

[1] Based on infonnation in the Agency Trust Fund Summary, prepared by the County of San Diego Auditor-Controller.
[2] Fiscal Year 2002-2003 reflects the first year tax increment monies were collected.

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. Property taxes on a8se8sed valuation8 that are reduced due to later
a8sessment appeals result in refunds for the taxes paid based on the original value, The
historical amounts of these adjustments are also shown in Table 9,

The historical percentage of tax receipts to the actual amount of taxes levied is shown in
Table 10, Please note that the total tax receipts collected often exceed the amount levied due
to collection of penalties and interest.

TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1)

2002 2003 2004 2005 2006 2007 2008
Fiscal Vear Ending: 2003 2004 2005 2006 2007 2008 2009

I. Reported Assessed Value
Total Project Value [2] $11.098.158 $100.846.542 $196.893.179 $338.060.935 $388.276.829 $385,194,706 $452.973.530
Less Base Value 0 0 0 0 0 0 0

Incremental Value 11,098,158 100,846,542 196,893,179 338.060.935 388,276,829 385.194,706 452,973,530
Tax Rate 1.01670% 1.11000% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II. Gross Tax Increment 112,835 1.119.397 1.990.196 3,415.092 3.920.431 3,888,541 4,571,862
Unitary Revenue 1 1 1 1 911 9.730 10,005
County Administrative Expenses (2.834) (8.153) (18.762) (29.167) (31.615) (28.005) (41,412)

Total Computed Levy 110.002 1,111,245 1,971,435 3.385.926 3.889.727 3.870.265 4,540,455

III. Total Receipts [3] 489,977 1,465,190 2,698,119 3,886,310 4,100,768 3.983.863 4.870.638
Surplus/(Shortfall) 379.975 353.945 726.684 500.384 211,041 113,598 330,183
% Difference of Computed Levy [3] 445.43% 131.85% 136.86% 114.78% 105.43% 102,94% 107.27%

[1[ Fiscal Year 2002-2003 reflects the first year tax irlcrement monies were collected.

[2[ Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for Fiscal Year
2009-2010)

[3[ Actual receipts collected often exceed the amOUr'lt levied due to penalties and interest collected by the Agency
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C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable value ofreal and personal
property of utilities, and since Fiscal Year 1988-1989, the values have been assessed as a
Countywide unit. There are several qualifications to the unitary revenue disbursement: a
taxing agency is entitled to receive the same amount of revenue as the previous year as well
as an increase of up to 2%, unless unitary revenues decrease below a level adequate to
provide each taxing agency with the same share as the prior year. In this case, the unitary
revenues will be reduced pro rata to all agencies. The other component ofunitary allocation
is significant whcn the assessed valuation ofunitary taxes increases by more than 2% in one
year, in which case revenues are allocated according to the percentage that each taxing
agency in the County receives for secured taxable values. As of Fiscal Year 1988-1989,
when the allocation procedures changed, it was detennined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due to the
abovementioned procedure, no unitary revenues were received in years prior to the creation
of the Project Area in 1997.

Unitary revenue for the Project Area received as of June 30, 2009 was $10,005. The Project
Area received a proportion of the increased amount as it was entitled to receive a share of the
revenues. Assuming that the unitary revenues will stay at a constant level in future years,
DTA is conservatively estimating that the Project Area will continue to receive the same
amount.

D, ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to detennine property tax administrative charges
to local agencies in the proportion that is attributable to their propeliy tax administrative
costs to the County. The average administrative charge from Fiscal Year 2002-2003 through
Fiscal Year 2008-2009 was approximately 0.91 % of gross incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show the administrative charge as a deduction
to the gross revenue in the Project Area.

E. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code, Section
33000 et seq.), the Agency is required to set aside 20% of all tax increment revenues into a
low and moderate income housing fund. For purposes ofthis analysis, DTA assumes that the
Agency will continue to set aside 20% of the tax increment in order to improve, add to, or
maintain the City of San Diego's supply of low and moderate income housing in future
years. Exhibit A, which projects future tax increment revenues for the Project Area, indicates
the amount set aside for low and moderate income housing each year as a separate line item.
The housing revcnucs are pledged to pay debt service on the proposed pooled housing bonds
desclibed in Section LB.
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F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 ("AB 1290") was effective as ofJanuary 1, 1994 and was significant in
that it put an end to the ability of public agencies to enter into "pass through agreements."
Instead, the amounts to be paid to the affected taxing agencies are automatically set at the
statutory levels indicated in the table below. Fiscal Year 2002-2003 is considered to be
Year 1. AB 1290 requires that payments be collectcd until the last fiscal year in which the
agency receives tax increment. For purposes of this analysis, Exhibit A shows the tax
increment projections for the Project Area through Fiscal Year 2047-2048.

Plan Years Levell Level 2 Level 3

25% of the increment less

I-End the low and moderate

(FY 2002-2003 to FY 2047-48)
income housing set aside
(or 20% of the gross
increment).

Using the assessed value
m Year 10 as a first
adjusted base year

11 - End assessed value, 21% of

(FY 2012-2013 to FY 2047-48)
Same as Above PLUS the increment less the low I

and lTIoderate income
housing set aside (or
16.8% of the gross
increment).

Using the assessed value
111 Year 30 as a first
adjusted base year

31 - End assessed value, 14% of

(FY 2032-2033 to FY 2047-48)
Same as Above PLUS Same as Above PLUS the increment less the low

and 1110derate mcome
housing set aside (or
11.2% of the gross
increment).

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency information for the Project Area was researched with the County on May 10,
2010. As of this date, 19 parcels (4.74% of the total parcels) in the Project Area had a
delinquency rate of 1.22% in the payment of secured Fiscal Year 2009-2010 property taxes
to the County Tax Collector.

Infonnation regarding foreclosure proceedings for residential parcels within zip code 921 06,
which fully encompasses the Project Area but also includes areas outside the Project Area,
was researched through RealtyTrac on May 13, 2010. As of this date, 306 residential
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properties had Notices of Default recorded with the County of San Diego, 416 residential
properties were undergoing a trustee's sale, and 396 residential properties were bank-owned.
Please note that zip code 92106 encompasses over 7,000 residential units while the Project
Area encompasses 349 residential units. Therefore, the aetual nun1ber of residential
properties within the Projeet Area whieh are affected by foreclosure proceedings will be less
than stated above.

H. EDUCATIONAL REVENUE AUGMENTATION FVND ("ERAF")

In cOill1ection with its approval of the budget for Fiscal Years 1992-1993 through 1994
1995, the Statc Lcgislaturc enacted legislation which reallocated funds from redevelopment
agencies to school districts by shifting a portion of each agency's tax increment, net of
amounts due to other taxing agencies, to school districts for such fiscal years for deposit to
ERAF. For Fiscal Year 2008-2009, the Statc Legislature adopted AB 1389 which required
redevelopment agencies to pay into ERAF an aggrcgate amount of$350 million. Ofthe $350
million, thc Agency's share was approximately $11.5 million and the Project Area's share
was $284,000. However, a suit filed in superior court in Sacramento by the California
Redevelopment Association, along with two local rcdevelopment ageneies and John Shirey,
thc Exceutive Direetor of the California Redcvelopmcnt Association, rendered portions of
AB 1389 invalid, including the requiremcnt for thc Agency to make the Fiscal Year 2008
2009 ERAF payment. The State filed a notice of intent to appeal the ruling of the superior
court, but the appeal was subsequently dropped by the State.

In July 2009, the Statc Legislature adopted AB 26 which required rcdcvelopmcnt agcncics to
pay into their respective County Supplemental Educational Revenue Augmentation Fund
("SERAF") an aggregate amount of $1.7 billion in Fiscal Year 2009-20 I0, of which
approximately $56 million was the Agency's share, and an additional $350 million in Fiscal
Year 2010-2011, of which approximately $11.5 million is the Agency's share. In October
2009, the California Redevelopment Association filed a lawsuit challenging the validity of
AB 26. On May 4, 2010, thc court issued a ruling denying the petition of the California
Redcvelopmcnt Association and denying a stay of transfcr of funds from the redevelopment
agencics to the counties. On May 5, 2010, the CRA and other agencies decided to appeal the
ruling. The Agency CalIDOt detennine whether the appeal will be successful.

On May 10, 2010, the Agcncy made thcpaymcnt cqual to approximately $56 million for the
Fiscal Ycar 2009-2010 SERAF payment allocatcd to the Agency. Of this amount,
approximately $1,438,000 was allocated to the Projcct Area. The payment was made with
prior-yeal' Project Area non-housing tax increment revenues on hand. Thc Agcncy expects
that it will be required to make a Fiscal Year 2010-2011 SERAF payment ofapproximately
$11.5 million on May 10,2011. Ofthis amount, approximately $296,000 will be allocated to
thc Project Area. This payment will also be paid from prior-year Project Area non-housing
tax increment revenues on hand. It is unknown whether there will bc additional future ERAF
or SERAF payments.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED V ALVES

Tables II and 12 present an analysis of the greatest changes in assessed value between
Fiscal Years 2008-2009 and 2009-2010. As shown in Tables 11 and 12, the total assessed
value for 257 residential parcels was reduced by $25,887,169 (percentage change from
Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is -13.26%) by the County Assessor for
Fiscal Year 2009-2010 as a result ofProposition 8 reductions, other assessment appeals, and
changes in ownership. Of the remaining residential parcels in the Project Area, 27 parcels
increased in value by the 2% inflation factor for Fiscal Year 2009-20 I0 and 61 parcels were
increased in value by greater amounts. The remaining 4 residential parcels increased by less
than the 2% inflation factor from Fiscal Year 2008-2009. In total, residential parcels in the
Project Area decreased in value for Fiscal Year 2009-2010 by $24,848,823, or decreased by
10.22% from the residential property values for Fiscal year 2008-2009. The Project Area
increased in total value by $38,052,286 (8.73%) for Fiscal Year 2009-2010.

More specifically, there was one propeliy owner in the Project Area whose total value
increased by $22,204,713 for Fiscal Year 2009-2010 due to new construction. There was
also one parcel in the Project Area for which the total value decreased by $2,754,000 for
Fiscal Year 2009-2010 due to a change in ownership to an exempt entity.

Fiscal Consultant Report
Naval Training Center Redevelopment Project Area

Page 26
July 9,2010



TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE

(TOP TEN INCREASES AND DECREASES)

Reason for FY 2008-2009 Secured FY 2009-2010 Secured
Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Top Ten Parcels that Increased in Value
Liberty Station HHG Hotel LP New Construction 2 $46,521,080 $68,725,793 $22,204,713 47.73%
McMiliin-NTC 902 LLC New Construction 3 1,761,864 16,109,800 14,347,936 814.36%.
McMilIin-NTC Landing LLC New Construction 7 6,805,000 20,159,140 13,354,140 196.24%
Liberty Station 210 Investors LLC New Construction 1 1,236,307 8,092,000 6,855,693 554.53%
McMiliin-NTC 193 LLC New Construction 1 8,130,155 10,330,257 2,200,102 27.06%
Davies LLC Ownership Change 1 2,803,215 4,080,000 1,276,785 45.55%
McMillinlDecatur Road 906 LLC New Construction 1 8,491,552 9,191,782 700,230 8.25%
McMiliin-NTC 901 LLC New Construction 2 9,156,461 9,829,189 672,728 7.35%
Building 907 LLC New Construction 1 9,549,240 9,975,224 425,984 4.46%
CDC Small Business Finance Corp New Construction 1 10,047342 10428980 381 638 3.80%

Subtotal 20 104,502,216 166,922,165 62,419,949 59.73%

Top Ten Parcels that Decreased in Value
San Diego County Regional Airport Auth, [2] Ownership Change 1 2,754,000 0 (2,754,000) -100.00%
Individual Homeowner Ownership Change 1 893,000 312,581 (580,419) -65.00%
Individual Homeowner Proposition 8 Reduction 1 1,430,000 883,000 (547,000) -38.25%
Individual Homeowner Proposition 8 Reduction 1 1,138,460 718,000 (420,460) -36.93%
Individual Homeowner Ownership Change 3 2,494,280 2,098,000 (396,280) -15.89%
Individual Homeowner Proposition 8 Reduction 1 1,104,800 753,000 (351,800) -31.84%
Individual Homeowner Proposition 8 Reduction 1 1,180,000 883,000 (297,000) -25.17%
Individual Homeowner Proposition 8 Reduction 1 994,499 725,000 (269,499) -27.10%
Individual Homeowner Proposition 8 Reduction 1 958,800 725,000 (233,800) -24.38%
Individual Homeowner Proposition 8 Reduction 1 950,000 725 000 1225 000) -23.68%

Subtotal 12 13,897,839 7,822,581 (6,075,258) -43.71%

All Other Parcels NA 398 317,461,032 299,168,627 (18,292,405) -5.76%

Total 430 435,861,087 473,913,373 38,052,286 8.73%

[1J Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscal year (Le. 1/1/09 for FY 2009-2010).

[2] Parcel became fully exempt following the change in ownership from Truxtun LlC 10 San Diego County Airport Authority.

Fiscal Consultant Report
Naval Training Center Redevelopment Project Area

Page 27
July 9, 2010



Ii TABLE 12 &

LARGEST CHANGES IN SECURED ASSESSED VALUE

(BY RESIDENTIAL AND NON-RESIDENTIAL CATEGORIES)

FY 2008~2009Secured FY 2009R201 0 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Residential
Increase in Value (Greater Than 2%) 61 $31,818,400 $32,560,068 $741,668 2.33%
Increase in Value (Equal to 2%) 27 13,398,318 13,666,258 267,940 2.00%
Increase in Value (Less Than 2'''10) 4 2,621,255 2,649,993 28,738 1.10%
No change in Value 0 0 0 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4] 237 179,565,975 156,074,393 (23,491,582) -13.08%
Decrease in Value from Other Assessment Appeals [5] 0 0 0 0 0.00%
Decrease in Value (Increased Exemption) [6] 0 0 0 0 0.00%
Decrease in Value (Ownership Changed) [71 20 15693,668 13298081 (2395,587) -15.26%

Subtotal 349 243,097,616 218,248,793 (24,848,823) -10.22%

Non-Residential
Increase in Value (Greater Than 2%) 19 85,911,529 148,399,664 62,488,135 72.74%
Increase in Value (Equal to 2%) 20 80,939,296 82,558,065 1,618,769 2.00%
Increase in Value (Less Than 2%) 0 0 0 0 0.00%
No change in Value [2] 33 1 1 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4] 1 125,000 50,000 (75,000) -60.00%
Decrease in Value from Other Assessment Appeals [5] 0 0 0 0 0.00%
Decrease in Value (Increased Exemption) [6] 0 0 0 0 0.00%
Decrease in Value (Ownership Changed) [81 1 2754000 Q (2,754000) -100.00%

Subtotal 74 169,729,826 231,007,730 61,277,904 36.10%

New Residential Parcels [9] 0 NA 0 0 NA
New Non-Residential Parcels [9] 7 NA 24,656,850 24,656,850 NA
Superceded Parcels [10] 5 23,033,645 NA (23,033,645) NA

Total 430 435,861,087 473,913,373 38,052,286 8.73'YII

[1J Assessed values provided by the County Assessor as of 111 of the initial year of each fiscal year (i.e. 111/09 for FY 2009-2010).

[2} A total of 33 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2008-09 Assessor's Roll.
[3} Values based on the final Assessor's roll for each fiscal year. The reductions were a result of Proposition 8 appeals by property OWilers allowing a temporary reduction in assessed value based on decreasing market value.

[4] Based on discussions with the County appraiser. the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

[5} Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

[6} Based on data from County Assessor. the decrease in value from FY 2008-2009 to FY 2009-2010 was due to an increase in the exemptions.

[7J Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County revised the assessed value of the parcels to reflect the market value.

[8] Parcel became fully exempt following the change in ownership from Truxtun llC to San Diego County Airport Authority.

[9J New parcels for FY 2009-2010 as a result of parcel changes from the prior year.

[10} FY 2008-2009 assessor parcels that did not have matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summarizes new development and construction that may increase assessed
values within the Project Area in the future. For purposes ofthis analysis, however, we have
conservatively assumed that there will not be any increase in assessed values for future years
as a result of such new development within the Project Area.

Project Description

The site on the east side of the NTC boat channel is
currently being used as a Park and Fly lot, but will
ultimately be used for a 650-room hotel development. The

Eastside Hotel
master developer, McMillin-NTC, LLC, has requested an
extension of the performance date for connnencement of
development of one or more hotels on the site. It is
anticipated that the hotel development will not commence
construction before 2014.

C. TAX INCREMENT PROJECTIONS

Table 13 summarizes the Fiscal Year 2009-2010 assessed values and details how the net tax
increment is calculated. Exhibit A projects the tax increment to be generated by the Project
Area through Fiscal Year 2047-2048. DTA has estimated the future tax increment based on
the Project Area asscssed valuation for Fiscal Year 2009-2010, utilizing the assumptions
stated herein regarding current adjustments to the increment.

For purposes of this analysis, we are using the Fiscal Year 2009-2010 County Assessor's
secured assessed value, which is lower than the Auditor's secmed value, to calculate the
projected annual tax increment. As discussed in Section ILD above, Fiscal Year 2009-201 0
includes a reduction in value for pending assessment appeals and assessment appeals which
were resolved after the Fiscal Year 2009-2010 Assessor's Roll was finalized.

As discussed in Section ILD.2 above, the projections are based on a reduction in value of2%
and I% for Fiscal Years 2010-2011 and 2011-2012, respectively. We have then assumed no
change in value for Fiscal Year 2012-2013, an annual increase of I% each year thereafter
through Fiscal Year 2018-2019, and an annual increase of 2% each year thereafter. Other
than the I% and 2% annual increases as described above, we are not showing the increase in
values back to base values for any value reductions. Actual reductions or increases in
assessed valuc will vary.

The real property value described above is added to the value of personal property, which
includes secmed and unsecmed personal property within the Project Area less unsecmed
exemptions for Fiscal Year 2009-201 O. The value ofpersonal property is assumed to remain
constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base year
value, and the tax rate used in the calculation ofgross revenue for Fiscal Year 2009-20 lOis
the actual tax rate. This is assumed to decrease in subsequent years. Unitaly revenue and
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administrative charges result in adjustments to the net tax increment, for which the
assumptions were discussedprcviously. The set aside for low and moderate income housing
and the AB 1290 pass through payments are shown as separate line items.

Fiscal Consultant Report
Naval Training Center Redevelopment Project Area

Page 30
July 9, 2010



TABLE 13
FY 2009·10 TAX INCREMENT REVENUE ESTIMATE

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secured

Unsecured Values [2]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Unsecured

Total Secured and Unsecured

FY 2009·10 Base Incremental
Taxable Vatue Taxable Vatue Taxabte Vatue

$215,734,612 $0 $215,734,612
325,824,790 0 325,824,790

3,298,348 0 3,298,348

544,857,750 0 544,857,750
(70,944,377) 0 (70,944,377)

473,913,373 0 473,913,373

0 0 0
6,225,385 0 6,225,385

24,365,536 0 24,365,536

30,590,921 0 30,590,921
(12,710,349) ° (12,710,349)

17,880,572 ° 17,880,572

491,793,945 ° 491,793,945

Low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Throughs (AS 1290) [8]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [9]

Estimated Valuation Adjustments
Assumed Appeals

Adjusted Incremental Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5]
Supplemental Roll [6]
Offsets to Gross Estimated Revenue

Administrative Expenses [7]

Net Tax Increment Revenue

Available Non~Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Tax Revenue Available for Debt Service

1.00930% [4]

(33,798,701 ) [3]

457,995,244

4,622,546
10,005

0

(46,225)

4,586,325

(917,265)
(924,509)

0

2,744,551
917,265

3,661,816

[1J Assessed values provided by the County Assessor as of 1/1/09.

[2] Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSWP70@" as of 1/1/09.

[3J Based on pending appeals for FY 2009-2010, Actual reduction based on appeals will vary.

[4J The actual tax rate of 1,00930"'/0 is used for FY 2009-2010. A 1.00% tax rate is used from FY 2010-2011 to the end of the projection
as shown in Exhibit A.

[5] Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller.
[6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[?J Estimated at 1.00% of the gross revenue for the Project Area.
[8] Based on 20% of Gross Increment Revenue.

[9] The Agency was required to make an SERAF payment of approximately $1,438,000 for the Project Area on May 10, 2010. The
Agency made the payment with prior-year Project Area tax increment revenues on hand.
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D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the Agency.
The report is based on estimates, assumptions and other infomlation provided by the City
and developed from DTA's research and telephone discussions with County staff, as well as
our understanding of County tax procedures. The sources of information and basis of the
estimates are stated herein. While we believe that the sources of infoffilation are reliable,
DTA does not express an opinion or any other fOffil of assurance on the accuracy of such
information. In addition, since the analyses contained herein are based on legislation and
County procedures, which are inherently subject to uncertainty and variation depending on
evolving events and policy changes, DTA carmot represent that the results presented herein
will be achieved. Some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur; therefore, the actual results achieved will vary from ilie
projections.

J:\CLIENTS\SanDiego\Redevelopment\NTC\FCRs\FCR_NTC_09 .doc
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ExhIbit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending:

Available Non-Housing Tax Incr~m~nt Rev~nue

Available Housing Tax Increment Revenue

Real Property [1]
Estimated Real Property Value Increase (2J
Assumed Appeals/Prop 8 Reduction/Property Transfer ImpaclfNegalive Prop 13 [3]

Total Real Property

HYEAR10H

2009 2010 2011 2012 2013 2014 2015 2016
2010 2011 2012 2013 2014 2015 2016 2017
~- ~----- ~-- ---------

$476,840,410 $443,041,709 $434,180,875 $429,839,066 $429,839,066 $434,137,457 $438,478,831 $442,863,620
0 0 0 0 4,298,391 4,341,375 4,384,788 4,428,636

(E,79~~~ (8.860,834) (4,341,809) 0 0 0 0 0---------- ----- --------- ---~~ ------ -------
443,041,709 434,180,875 429,839,066 429,839,066 434,137,457 438,47K831 442,863,620 447,292,256

14,953,535 14,953.535 H953,535 14,953,535 14,953,535 14,953,535 14,953,535 14.953,535-------- ----------- ~~~~- ----- --------- ----~~- ----~-

457,995,244 449,134,410 444,792,601 444,792,601 449,090,992 453,432,366 457,817,155 462,245,791

457,995,244 449.134,410 444,792,601 444,792,601 449,090,992 453,432,366 457,817,155 462,245,791

4,622,546 4.491,344 4,447,926 4,447,926 4,490,910 4,534,324 4,578,172 4,622,458
10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

0 0 0 0 0 0 0 0

~?~~_~2 ---j~~~~~~ _~~79) ~~~?_~ ___14!.2~ (45,343) ~~!~2 ___J~~225)

4,586,325 4,456,435 4,413,451 4,413,451 4,456,006 4,498,985 4,542,395 4,586,238

(917,265) (891,287) (882,690) {882,690) (891,201) (899,797) (908,479) (917,248)
(924,509) (898,269) (889,585) (889,585) {898,182) (906,865) (915,634) {924,492)

0 0 0 0 {7,221) {14,515) (21,881) (29,321)
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0

-~--- -------- ~---- ---------- ----
2,744,551 2,666,879 2,641,176 2,641,176 2,659,401 2,677,809 2,696,400 2,715,178

917,265 891,287 882,690 882,690 891,201 899,797 908,479 917,248

3,661,816 3,558,167 3,523,866 3,523,866 3,550,602 3,577,606 3,604,879 3,632,425

'0

Low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AS 1290) Tier 1 [7]
Taxing Agencies Pass Through (AS 1290) Tier 2 [7]
Taxing Agencies Pass Through (AS 1290) Tier 3 [7]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [8J

Adjustments to Gross Revenue
Supplemental Roll

____~:::~P-:~y_~~_!:.~~~nistra\lve Fee [6]

Net Tax Increment Revenue

Incremental Value Over Base of:

Gross Revenue [5]
Unitary Revenue

!~~~_~:~:?_~~_~!~":~~l__
Total VaJue

[1J Includes secured and unsecured land and improvement value in the Project Area less secured
exemptions fOf FY 2009_2010, Secured value provided by the County Assessor as of 111109. Unsecured
valtle provided t>y tile County of San Diego AlirlilorlConlroUer Reporl 'Val Fila-04 PSVVP70@"as of
1/1109.

l2J Assumes no change in value for Fiscal Year 2012·2013, an anmlal increase of 1% each year thereafter
through Fiscal Year 2018·2019, and an annual increase of 2% each year lhemafter.

l3J FY 2009--2010 raduc\iorl based on pending appeals Jor FY 2009-2010. Based on dfscussions with the
COlinty. ~ is esHmated thallhe tolal real r>roparty vallie County.wide win be red"ced by 1% for FY 2010
2011 and FY 2011-Z012 as a resull of Proposition 8, Proposition t3, appeals, and r>roperly lransfars
Actual red"ction from Proposition B, appeals. and property transfers will vary. We have assllma<l a
raduclion in val\la or 2% and 1% for FY 2010-2011 and 2011-2012, raspactively.

(4J lnd"des secured and unsecured personal property value in the Project lass unsecured exemptions for FY
200>1-2010. Secured valua t>ased Oil tile nnal FY 2009_2010 Assessor Roll, Unsecured value provided by
the County of San Diego AuditorlController. We have asstlmed this value to remain conSlanl for each
sllbs~quentyear

[SJ Tila actual tax rate of 1.00930% is used fur FY 2009_Z010. A 1.00% lax rale is tlsed from fY 2010-2011
to the end of the projection.

[6J Eslimaled at 1.00 percent of gross revenue fOF the Project Area

(7) Based on 20% of "Gross Revenue"througll FY 2036·37. In addition, 16.8% of Gross Rovenlle is includ~d

from FY 2013-14 through FY 2036·2037 using Year 10 as a t>ase value and 11,2% of Gross Revenue is
inclllded beginning FY 2033-2034 Ihrough FY 2036_2037 using Year 30 as a t>ase value.

)8J The Agency was req<lir"d 10 make an SERAF paymanl of approximately $1,438,000 for Ihe Proje<::t Area
on May 10,2010. The Agency made the payment with prior-year Project Area tax increment revenues on

hand.
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Exhibit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending:

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Real Properly [1]
Estimated Real Property Value Increase [2J
:::~_:~~~~_~?~~:!~.!.?p 8 Reduction/Property Transfer ImpacVNegative Prop 13 [3J

Total Real Property

2017 2018 2019 2020 2021 2022 2023 2024 2025
2018 2019 2020 2021 2022 2023 2024 2025 2026
-- -------------- ---- -------- ---- ----- -------------- -----------

$447,292,256 $451,765,179 $456,282,830 $465,408,487 $474,716,657 $484,210,990 $493,895,210 $503,773,114 $513,848,576
4,472,923 4,517,652 9,125,657 9,308,170 9,494,333 9,684,220 9,877,904 10,075,462 10,276,972

0 0 0 0 0 0 0 0 0---------- ----------- --------- ------------ --------- ----- ------
451,765,179 456,282,830 465,408,487 474,716,657 484,210,990 493,895,210 503,773,114 513,848,575 524,125,548

14,953,535 14.953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535--------------- --------- ------------ -------------- ------
466,718,714 471,236,365 480,362,022 489,670,192 499,164,525 508,848,745 518,726,649 528,802,111 539,079,083

466,718,714 471,236,365 480,362,022 489mO.192 499,164,525 508,848,745 518,726,649 528,802,111 539,079,083

4,667.187 4,712,364 4,803,620 4,896,702 4,991,645 5,088,487 5,187,266 5,288,021 5,390,791
10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

0 0 0 0 0 0 0 0 0
(46,672) __(~1241 ___1~~?~~! ----~~~?~~ -~~?~?~~! _ (50,8B5) __J~!~?~! {52,B80) _ (53,??.~---- --------

4,630,520 4,675,245 4,765,589 4,857,740 4,951,734 5,047,607 5,145,399 5,245,146 5,346,888

(926,104) (935,049) (953,118) (971,548) (990,347) (1,009,521) (1,029,080) {1,049,029) (1,069,378)
(933,437) (942,473) (960,724) (979,340) {998,329) (1,017,697) (1,037,453) {1.057,604) {1,078,158)

(36,836) (44,426) {59,757) (75,394) (91,345) (107,614) (124,209) (141,136) (158,401)
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0

------------- --------------- ------ -------------- ---- ------- ------
2,734,143 2,753,298 2,791,990 2,831,457 2,871,713 2,912,774 2,954,656 2,997,376 3,040,951

926,104 935,049 953,118 971,548 990,347 1,009,521 1,029,080 1,049,029 1,069,378

, 3,660,247 3,688,346 3,745,108 3,803,005 3,862,060 3,922,295 3,983,736 4,046,405 4,110,328

$0

Gross Revenue 15J
Unitary Revenue

low/Moderate Income Housing Set-Aside Revenue
faxing Agencies Pass Through (AS 1290) Tier 1 [7]
Taxing Agencies Pass Through (AS 1290) Tier 2 [7J
faxing Agencies Pass Through (AS 1290) Tier 3 [7]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [BJ

Adjustments to Gross Revenue
Supplemental Roll

____~~.?.E.~!!t..2"~_ Ad~inistrative Fee [6]

Net Tax Increment Revenue

~~~~~~~~?_~~_I~~::~':!:2':J~L _
Total Value

Incremental Value Over Sase of:

[1] Indudes secured and unsecured land and improvemenl vallie in the Proje~t Area less secmed
exemptions for FY 2009_2010. Secured value pro~ided by Ihe Cmmly Assessor as of 111/09. Unsec"red
val"e pro~ided t>y lhe County of San Oie90 A"ditorlConlroRer Report "Val File-04 PSWP70@"as of
111109.

]2] Assumes no ~hange In value for Fiscal Year 2012-2013, an annuaf iO~reaS€ of 1% Nleh year tllereaner
tllrou9h Fiscal Year 2018-2019, and an annual increase of 2% each year thereafier.

!3] FY 200&-2010 rp.dllcHon based on pending appeats for FY 2009-2010. Based or. discllssions with the
County, it is estimated that the total real property ~al\!e Co,mly_wide will be reduced t>y 1% for FY 2010_
2011 and FY 2011_2012 as a result <>1 Proposition 8, Pmposilion 13, apfl€als, and property Irans[ers
Actual red"ction from Proposi(ion 8, appeals, and properly transfers will ~ary. We have assllmed a
redllcHon in ~alue of 2% and 1% for FY 2010-2011 and 2011-2012, resp~ctiv8Iy.

[4J Includes secured and "nseclired personal property value ;n the Proje~.lless uns<}c\iled exemptions for FY
2009-2010. Sec'lred ~3lue t>ased Oil the final FY 2009-2010 Assessor Roll. Unsecured vallie pmvided by
lhe COllnly of Sao Diego AlldiiorlCootrolicr. We have assumed (his vallie 10 remaio coostant for <}a~h

suhsequent year.

[5J The actual lax rale of 1,00930% is used lor FY 2009-2010. A 1.00% (ax rate Is used from FY 2010-2011
10 the end of the projecHon.

[6J Estimated a11.00 percent of 9ross revenUe for the Project Area.

17J Based on 20% of "Gross Revenlle"lhrough FY 2036-37. In addition, 10.8% of Gross Revanlle is included
frQm FY 2013-14 through FY 2036-2037 using Year 10 as a base value and 11.2% of Gross Revenue is
included beg;nning FY 2033-2034 through FY 2038--2037 using Year 30 as a base value.

]8] The Agency was required to make an SERAF paymenl of approximately $1 ,438,000 forthe ProjeGl Area
on May 10, 2D10, The AgenGY made the payment wHh prior_year Projecl Area tax increment re~enues on
hand.
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Exhibit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending:

Available Non-Housing Tax Increment Revenue
Available Housing Ta)( Increment Revenue

Real Property [1]
Estimated Real Property Value Increase [2J
Ass~med AppealSi~rop ~~:'duction/Property Transfer Impact/Negative Prop 13 [3]

Total Real Property

*'YEAR 3O*"
2026 2027 2028 2029 2030 2031 2032 2033 2034
2027 2028 2029 2030 2031 2032 2033 2034 2035

------------ ---- ------ ------ -------- --------- -----
$524,125,548 $534,608,059 $545,300,220 $556,206,224 $567,330,349 $578,676,956 $590,250,495 $602,055,505 $614,096,615

10,482,511 10,692,161 10,906,004 11,124,124 11,346,607 11,573,539 11,805,010 12,041,110 12,281,932
0 0 0 0 0 0 0 0 0----- --------- ------------ ------------- ------------ ---------- ---------- ------

534,608,059 545,300,220 556,206,224 567,330.349 578,676,956 590,250,495 602,055,505 614,096,615 626,378,547

14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 H953,535 14,953,535 14,953,535 14,953,535----- --------- ----------- ------------ ----- -------- ----------- ---- ------------
549,561,594 560,253,755 571,159,759 582,283,884 593,630,491 605,204,030 617,009,040 629,050,150 641,332,082

549,551,594 560,253,755 571,159,759 582,283,884 593,630,491 605,204.030 617,009,040 629,050,150 641,332,082

5,495,616 5,502,538 5,711,598 5,822,839 5,936,305 6,052,040 6,170,090 6,290,501 6,413.321
10,005 10,005 10.005 10,005 10,005 10,005 10,005 10,005 10,005

0 0 0 0 0 0 0 0 0

__(~~~~1 {56,025) ___~~~~1 __J~~~~~~l (59,363) --~~;~~ _ (61,701) ___J~~~~?~l _(~~_~~~1-----
5,450,665 5.556,517 5,664,486 5,774,615 5,886,947 6,001,525 6,118,394 6,237,601 6,359,192

(1,090,133) (1,111,303) {1.132,897) (1,154,923) (U7na9) (1,200,305) (1.223,679) (1,247,520) (1,271,838)
{1,099,123) (1,120,508) (1.142,320) (U64,56B) (1,187,261) {1,210,40B) (1,234,018) (1,258,100) (1,282,664)

(176,012) (193,975) (212,297) (230,985) (250,048) (269,491) (289.324) (309,553) (330,186)
0 0 0 0 0 0 0 (13,486) (27,242)
0 0 0 0 0 0 0 0 0

----- -------- --------- --------- ---- --------- ----- ---------- -------------
3,085,397 3,130,731 3,176,973 3,224,139 3,272,249 3,321,320 3,371,374 3,408,942 3,447,262
1,090,133 1,111,303 1,132,897 1,154,923 1,177,389 1,200,305 1,223,679 1,247,520 1,271,838

4,175,529 4,242,035 4,309,870 4,379,052 4,449,638 4,521,625 4,595,053 4,556,462 4,719,100

'0

low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7J
Taxing Agencies Pass Through (AB 1290) Tier 2 [7J
Taxing Agencies Pass Through (AB 1290) Tier 3 [7]
Payments to Supplemental Educatjonal Revenue Augmentation Fund (SERAF) 18}

-------------

Adjustments to Gross Revenue
Supplemental Roll

Property TaxAdm~ni~!~~_t!~_:iee [6J

Net Tax Increment Revenue

Incremental Value Over Base of:

Gross Revenue [5]
Unitary Revenue

!~_tal Pers,?~~~~~~.:~~_~__

Total Value

11J Includes secured and unsecured land and imprnvemenl value in lhe Prnjecl Area lass seemed
exemplions for FY 2009-2010. Secured value provided by the Co"nly Assessof 'IS of 111109. Unsecmed
vaille provided by lhe Counly of San Diego AuditorlConlroner Report "Val FHe-04 PSWP70@"as 01
1!1{()S.

J2J Assumes no change in val'le for Fiscal Year 2012-2013, 'In <lrmual increase of 1% e<lch ye<lr thereafter
lhrough Fiscal Year 2018-2019. a~d an <ln~ual Increase of 2% each year thefea"er.

!3J FY 2009·2010 reduc\io~ based on pe~ding <lppeals for FY 2009-2010. Based on discussions wilh Ille
County, it is eslimated lhal lhe lolal real pr<>perty value Counly_wide win be reduced by 1% for FY 2010·
2011 and FY 2011-2012 as a resull of Propositio~ g, Proposition 13, appeals, and property lransfers.
Aclual reduction from Proposilion ft, appeals. and properly lransfers will vary. We have assumed a
red'idion In vallie of 2% a~d 1% for FY 2010-2011 a~d 2011-2012, respedively.

14J Includes secured and unseclired perso~at property vallie in lhe Projeclless unsecmed exemplions for FY
2009-2010, Saeured vaille based orllhB fmal FY 2009-2010 Assessor Roll, Unsecllfed vahle provkled by
lhe County of San Diego AuditorfConlrolier. We have asslimedlhis value 10 remain conslant for each
subsequenl year.

15J The aduallax rate or 1.00930% is used for FY 2009_2010, A 1.00% lax rale ;5 "sed from FY 2010-2011
10 lhe end ollhe projeclion

[6] Eslimated al 1.00 percenl 01 gross revenue for lhe Project Area
[7] Based on 20% (If "Gross Revenue"lhro,lgh FY 2036-37, In addilion, 16.8% of Gross Revel1u~ ;s included

from FY 2013-14 lhro"gll FY 2036-2037 using Year 1{) as a base value and 11.2% of Gross Revenue is
included beginning FY 2033_2034 through FY 2036-2037 llsing Year 30 as a base value_

[8] The Agency was required 10 make an SERAF pnymenl of apprmdmlliely $1,438.000 for the Pmjecl Area
on M<lY 10. 2010. The Agency made the paymenl wllh prior-year Project Area lax iflcremunl revenues o~

hand.
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Tax Revenue Available for Debt Service

Fiscal Year Ending:

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Rea! Property [1]
Estimated Real Property Value Increase [2]
~~~med AppealslPl.?E....~_~~?~tion/Property Transfer Impact/Negative Prop 13 [3J

Total Real Property

2035 2036 2037 2038 2039 2040 2041 2042 2043
2036 2037 2038 2039 2040 2041 2042 2043 2044

------------ ------ ------ --------- ----- ----------- ---------- ---- ------------
$626,378,547 $638,906,118 $651,684,240 $664}17,925 $678,012,284 $691,572,529 $705,403,980 $719,512,059 $733,902,301

12,527,571 12,778,122 13,033,685 13,294,359 13,560,246 13,831,451 14,108,080 14,390,241 14,678,046
0 0 0 0 0 0 0 0 0----------- ----- --------- ---------- -~-------- ------- ------~ ---------_.

638,906,118 651,684,240 664,717,925 678,012,284 691,572,529 705,403,980 719,512,059 733,902,301 748,580,347

14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14.953.535 14,953,535------------- ---- ---- ----------- ----- ---- -------------
653,859,653 666,637,775 679,671,460 692,965,819 706,526,064 720,357,515 734,465,594 748,855,836 763,533,882

653,859,653 666,637.775 679,671,460 692,965,819 706,526,064 720,357,515 734,465,594 748.855,836 763,533,882

6,538,597 6,666,378 6,796,715 6.929,658 7,065,261 7,203,575 7.344,656 7,488,558 7,635,339
10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

0 0 0 0 0 0 0 0 0

___J?.~c:'~~1 {66,664} ___J??c~?!1 _J~~_:! {70,653} ___E~c?~_~1 (73,447) _ (74,88~! {76,353)--------- -----
6,483,215 6,609,719 6,738}52 6,870,366 7,004,613 7,141,544 7,281,214 7,423,678 7,568,990

{1,296,643) (1,321,944) {1,347,750) (1.374,073) (1,400,923) {1,428,309) (1,456,243) (1,484,736) (1,513,798)
(1,307}19) (1,333,276) (1,359,343) (1,385,932) (1,413,052) (1,440,715) (1,468,931) (1,497,712) (1,527,068)

{351,233) (372,700) (394.596) (416,931) (439,712) (462,949) (486,651) (510,826) (535,485)
(41,273) (55,584) (70,182) {85,072) (100,259) (115,750) (131,551) (147,668) (164,108)

0 0 0 0 0 0 0 0 0
---- ----------- ------- ----- ------------ ----- ----------- ---- ----------
3,486,348 3,526,215 3,566,880 3,608,359 3,650,667 3,693,821 3,737,838 3,782,736 3,828,531
1,296,643 1,321,944 1,347,750 1,374,073 1,400,923 1,428,309 1,456,243 1,484,736 1,513,798

4,782,991 4,848,159 4,914,631 4,982,432 5,051,589 5,122,130 5,194,081 5,267,471 5,342,329

$0

Gross Revenue [5J
Unitary Revenue

Incremental Value Over Base of:

Adjuslrrnmts to Gross Revenue
Supplemental Roll

__~:::p.~:!Y_2:~_~dministrative Fee [6J

Net Tax Increment Revenue

!.~_t_~:_~:.:::::_~~~!ope~~

Total Value

Low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7]
Taxing Agencies Pass Through (AS 1290) Tier 2 [7J
Taxing Agencies Pass Through (AB 1290) Tier 317J
Payments 10 Supplemental Educational Revenue Augmfmlation Fund (SERAF) [8]
----~----------------------

!1] Includes secured and unsecured land and improvement value in ille Projecl Area less seemed
exemptions tor FY 2009-201(). Secured value provided by lbe County Assessor as of 1/1109. Uns€C!Jred
vahle provided by the Counly of San Diego Auditor/Controller Reporl "Val File·()4 PSVVP70@"asof
111/09.

[2] Assumes no change in value for Fiscal Year 2U12-2()13, an annual inorease of 1% each year thereafter
Illrougil Fiscal Year 2()18·2019, and an annual Increase of 2% each year thereafter.

[3] FY 2()()9·2()1() reduction based on pending appeals for FY 2009"2()10. Based on dhcusslons with the
County, 1\ is esUmated thallhe total real properly vallie county_wide will be red\,eed by 1% for FY 2010_
2()11 and FY 2()11-2012 as a result of ProposiHon 8, ProposItion 13, appeals. and properly fransfers.
Achllli reduelion from Proposi1ion 8. appeals, and property fransfers will vary. We llave assumed a
reductIon In value of 2% and 1% for FY 2010-2()11 and 2()11-2012, respecl;vely.

[4] Includes secured alld unsecured personal properly value in Ihe Project less unsecured exemplions for FY
2()()9-2()10. Secured value based on the final FY 2009-2()10 Assessor Roll. Unsecllfed value provIded by
lIle County of San Diego AudilorlController. We have assumed this value to ren\ain r.onstant for each
subsequent year.

[SJ The actual lax rate of 1.()093()% is used for FY 2()09·201(). A 1.00% lax rate Is used from FY 2Ql()-2Q11
to the end of the projecHon

[51 Estimated at 1.00 percent of gross revenue lor lhe Projecl Area.

l71 Based on 20% of '"Gross Revenue'1hrot,gh FY 2036·37. In atIdition. 16.8% of Gross Revenue is included
Irom FY 2013-14 through FY 2036"2()37 using Year 10 as a base vaille and 11.2% of Gross Revenue is
included tieginning FY 2033-2034 through FY 2036-2037 using Year 3() as a base V$lue

IS) The Agency was required to make an SERAF paymen1 of approximalely S1,43S,(}00 for Ille Projecl Area
(In May 10, 2()1(). The Agency made !he payment with prior-year Project Area tax Increment revenueS on
hand.
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TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending:

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Real Property [1J
Estimated Real Property Value Increase [2]
~!..~umed AppealsfProp 8 R~~ion/Property Transfer Impact/Negative Prop 13 PJ

Total Real Property

2044 2045 2046 2047
2045 2046 2047 2048
--- ------------- ----

$748,580,347 $763,551,954 $778,822,993 $794,399,453
14,971.607 15,271,039 15,576,460 15,887,989

0 0 0 0-------------
763,551,954 778,822,993 794,399,453 810,287,442

14,953,535 14,953,535 14,953,535 14,953,535
~_._------ -------- ------ -----

778,505,489 793,776,528 809,352,988 825,240,977

778,505,489 793,776,528 809,352,988 825,240,977

7,785,055 7,937,765 8,093,530 8,252,410
10,005 10,005 10,005 10,005

0 0 0 0

__..J?_~~~.21 ___J79,378} __~~~~l (82, 524l
7,717,209 7,868,392 8.022,599 8,179,890

(1,543,442) (1,573,678) (1,604,520) (1.635,978)
(1,557,011) (1,587,553) (1.618.706) (1,650,482)

(560,638) (586,293) {612,461) (639,153)
{180,876) (197,980) {215,425) (233,220)

0 0 0 0
-------------- ------------ ---------

3,875,243 3,922,888 3,971,487 4,021,057
1,543,442 1,573,678 1,604,520 1,635,978

5,418,684 5,496,567 5,576,007 5,657,035

$0Incremental Value Over Base of:

LowfModerate Income Housing Set~Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7J
Taxing Agencies Pass Through (AB 1290) Tier 2 [7J
Taxing Agencies Pass Through (AS 1290) Tier 3 {7J
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [8J

Adjustments to Gross Revenue
Supplemental Roll

____~.:.?perty Tax Administrative Fee [6J

Net Tax Increment Revenue

Gross Revenue [5]
Unitary Revenue

Total Pe~=?~~~~~~~~J:!! _

Total Value

!1] Includes secured and unsec"red lan<! and improvement value in (he PlOjec1 Area less seq""d
exempHons tor FY 2009-2010. Secured value plOvided by lhe county Assessor as of 111/09, Unsecured
value provided by the Counl~ of San Diego Auditor/Conlroller Rep<>rt "Val FHe-04 PSWP70@"asof
111/09.

[2] AsslImes no change in val"e for Fiscal Year 2012-2013, an annual increase of 1% each ~earthereatler

Hlrough Fiscal Year 2018-2019. and an annual increase of 2% each ~ear thereafter.

[3J FY 2009_2010 reduction bas~d on pending appeals for FY 2009_201 O. Based on discussions wilh lhe
Counly. it is eslimated lhat the lotal r,,~1 property val"e County-Wkle will be redllced b~ 1% for FY 201Q..
2011 end FY 2011·2012 as a res,,11 of Propos~ion 8. ProposiHon 13, appeals, and propert~ lransfers
Actual reducti<>n from ProposiUon 3, appeals, and property lransfers will vary. We have assumed a
redliction in value of 2% and 1% for FY 2010·2011 and2011-2012, raspec\ivel~.

[4] Inct"des secured and liosecured personal prop~rt~value in the Projecl tess unsecured exemplions for FY
2009-2010. Seoured value based on the final FY 2009·2010 Assossor Roll. Unsecured value provided by
lhe County of San Diego AlidilorlConlrolier. We have assumed lhis val"e to remain coostanl for each
s'lbseque~lyear.

[5) The actual tax rate of 1.00930% Is "sed ter FY 2009_2010. A 1.00% tax rate is used from FY 2010-2011
10 lhe e~d of the projeG1i<>o

16) Eslima1ed al 1.00 percent of gross revenue for the Project Area.
[7) Based <>n 20% of "Gross Revenlle"through FY 2036-37. In addition, 18.8% of Gross ReVl1flue is included

from FY 2013_14 Ihrough FY 2036.2037 using Year 10 as a base value and 11.2% of Gross Revenue is
incl"ded beginning FY 2033-2034 througll FY 2036-2037 using Year 30 as a base value.

)8] The Agency WaS req"ired to make an SERAF paymenl of approxinlately $1 ,438.000 forlhe Projecl Area
on May 10, 2010. The Agenc~ made the payment with prior_year Projecl Area lax increment revenlleS on
hamJ.
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I. INTRODUCTION

The Redevelopment Ageney of the City of San Diego (the "Ageney") antieipates issuing a
series of Tax Allocation Bonds in the summer of 2010 to be secured by housing tax
increment revenues from the North Bay Redevelopment Project Area (the "Project Area") as
explained in section I.C below. David Taussig & Associates, Inc. ("DTA") has prepared this
Fiscal Consultant Report (the "Report") to project housing tax increment revenues generated
by the increase in assessed value of real and personal property within the Project Area. In
addition, the Report describes the methodology and assumptions utilized in these
projections, evaluating the historic and current taxable values, the projected values of new
construction, the effects ofpending assessment appeals, and the property tax collection and
allocation procedures of the County of San Diego (the "County").

A. NORTH BAY PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area
was adopted by the City Council of the City of San Diego in May of 1998
(accomplished by Ordinance No. 18516). The main purposes ofestablishing the Plan
was to promote economic growth enhancement, infrastructure improvement,
expansion ofemployment and recreational opportunities, preservation and expansion
of housing stock, and retention and expansion of existing neighborhood supporting
businesses.

The Plan will remain in effect until thirty (30) years from the date of adoption.
Pursuant to subdivision (a)(l) ofSection 33333.2 ofthe Health and Safety Code, the
time limit on the establishment of loans, advances, and bonded indebtedness to be
funded through tax increment revenues is twenty (20) years from the adoption ofthe
Plan. Also, total outstanding bonded indebtedness ofthe Project Area to be repaid by
the allocation of taxes to the Agency is not to exceed $93 million at any point in
time. In accordance with subdivision (a)(3) of Section 33333.2 of the Health and
Safety Code, the time limit for the receipt oftax increment revenues is forty-five (45)
years. Please note that the Agency and the City of San Diego adopted Ordinance
19514 in July 2006 extending (i) the Plan effectiveness deadline to 2029 and (ii) tax
increment receipt deadline by an additional year.

Tax Amount of Tax Maximum Maximum Time
Ordinance Increment Increment Amount of Allowed to Incur
Adopted Collection Collected to Bonded Bonded

Limit Date Indebtedness Indebtedness

May 18, 1998 46 Years [2] $43,189,617 [3] $93 Million 20 Years from
[1] Adoption of Plan

[1] The Project Area is a post AB 1290 project area as discussed in Section IILF below.
[2] The time limit for the repayment of indebtedness is also 46 years.
f31 Total receipts tor Fiscal Year 1999-2000 through 2008-2009 as shown in Tahle 10.
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The Projeet Area is administered by the City Redevelopment Division of the
Community and Eeonomic Development Department. The Project Area encompasses
1,360 acres and is located approximately two miles outside ofdowntown San Diego.
The area includes light industrial, high technology, retail, entertainment, mixed use,
and residential land uses. Interstates 5 and 8 border the Project Area, and other
transportation systems include the San Diego International Airport, the San Diego
harbor, including Mission Bay and San Diego Bay, and both light and heavy railways
systems.

B. COMPREHENSIVE AFFORDABLE HOUSING STRATEGY COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing
Opportunity Program in order to provide greater flexibility in financing affordable
housing projects throughout the City of San Diego. In July 2007, the Agency
approved four separate non-revolving housing lines of credit with San Diego
National Bank in an aggregate anl0unt of $34 million secured by the housing set
aside funds from four project areas: City Heights ($11 million); Naval Training
Center ($7.1 million); North Bay ($8.6 million); and North Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing Opportunity
Program, including North Bay's $8.6 million. To date, the Affordable Housing
Opportunity Program has provided approximately $26 million for affordable housing
projects in the North Park, San Ysidro, Barrio Logan, Crossroads, and City Heights
project areas.

Housing proceeds from the Series 2010 Bonds not needed for housing programs or
developer repayments in the Project Area will be available for projects in other
project areas through the Comprehensive Affordable Housing Collaborative
Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing a pooled taxable series of tax allocation bonds in the
summer of 201 0 secured by housing tax increment revenues from the Project Area
and the Crossroads, City Heights, Naval Training Center, North Park, and San
Ysidra project areas.

The proceeds ofthe pooled housing bonds are expected to be used for repaying bank
lines of credit and to finance a portion of the costs for low and moderate income
affordable housing projects within or ofbcnefit to the project areas listed above.

D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent current uses ofannual net tax increment revenues after
payments are made for AB 1290 pass-throughs.

F~calConsuUantReporl
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1. EXISTING NORTH BAY TAX ALLOCATION BONDS

In 2000, the Agency issued tax allocation bonds for the Project Area in the
amount of$13,OOO,OOO. The current amount outstanding for the Series 2000
bonds is $10,935,000. The Agency used approximately 25% of the proceeds
of the Series 2000 bonds for housing purposes. Under redevelopment law, the
Agency may pay that portion of the scheduled debt service on the Series
2000 bonds attributable to the proceeds of such bonds used for housing
purposes with housing set-aside funds. The Agency currently pays
approximately 25% of the debt service on the outstanding bonds with
housing set-aside funds. The remaining 75% of the debt service on the
outstanding bonds is paid with non-housing revenues.

Housing set-aside funds for the Project Area will be used to pay the housing
portion of the existing Series 2000 tax allocation bonds prior to the payment
of debt service on the proposed Series 2010 Bonds.

2. AGENCY DEBT TO CITY

Project Area debt to the City includes loans fi'om the City's sales tax, capital
outlay, TransNet (transportation), and general funds. The City participated in
redevelopment activities in the Project Area by contributing City parcels of
land and/or right-of-way (capital outlay). The estimated value of the land is
carried as an interest-bearing loan from the City to the Agency.

The Project Area has $2.41 million in
attributable to the land contribution as
approximately $1.7 million is principal.

Fiscal Consultant Report
North Bay Redevelopment Project Area
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II. PROJECT TAXABLE VALVES

The County of San Diego Assessor (the "Assessor") detennines the assessed valuations of
real and personal property in the Project Area. The secured roll is the County Assessor's roll,
which contains real property for which ad valorem taxes are secured by a lien on the
property, and the unsecured roll contains business personal property, for which ad valorem
taxes are not secured by a lien. The County assigns values to each Assessor's Parcel, which
is listed in turn by an Assessor's Parcel Number ("APN"). The County Assessor releases the
equalized County Assessor's roll on or prior to the first of July of each Fiscal Year. At this
time, the Auditor Controller compiles the tax roll based on this infonnation. The Auditor
Controller assigns each APN to a Tax Rate Area ("TRA"), which is a geographic area
containing Assessor's Parcels with the same tax rates. The Project Area includes two TRAs:
08-256 and 08-987. The Auditor Controller is responsible for combining the assessed values
provided by the Assessor for all APNs within the Project Area and releasing a report each
July showing the secured and unsecured values for the CUlTent and base year as well as the
incremental value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies
in the total net assessed values provided by each agency due to procedural differences and
timing of obtaining the data. Please note that Table 1 is based on values provided by the
County Auditor. Sinee the County Assessor's secured values are lower than the Auditor's
values, we have conservatively used the lower seeured values in Tables 2, 3, II, and 12 and
the tax increment projections in Tables 13 and Exhibit A. The secured assessed values shown
in Tables 13 and Exhibit A are based on the County Assessor assessed values and the
unsecured assessed values shown in these tables are based on the County Auditor values.
Please note that the Fiscal Year 2009-20 I0 assessed values shown herein are dated as of
January I, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic secured and unsecured taxable values in the Project Area
for Fiscal Years 1999-2000 through 2009-2010. These values, which are based on
information provided by the County of San Diego Auditor Controller, are shown in
Table I. As listed in the table, the Fiscal Year 1999-2000 base year value for the
Project Area is approximately $681 million following an adjustment upward of$5.6
million made by the County in Fiscal Year 2002-2003, an adjustment downward of
$3.5 million made by the County in Fiscal Year 2006-2007, and an adjustment
downward of $4.9 million made by the County in Fiscal Year 2007-2008. The total
secured and unsecured value for the Project Area has risen from nearly $782 million
for Fiscal Year 1999-2000 to over $1.55 billion for Fiscal Year 2009-2010, an
increase of approximately 99%.

As shown in Table I below, assessed values for property located within the Project
Area expelienced double-digit percentage increases from Fiscal Year 2006-2007
through Fiscal Year 2007-2008. Much of this annual increase can be attributed to
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value changes due to changes in ownership and new development since Fiscal Year
1999-2000.

In Fiscal Year 2009-2010, property located within the Project Area experienced an
increase in value of approximately 1.6% from Fiscal Year 2008-2009. Despite the
reductions in value due to Proposition 8 reductions, the resulting net increase in
value was due to new construction activity and ownership changes in the Project
Area. Please refer to Section I1.E below for more infonnation regarding the changes
in value for Fiscal Year 2009-10.
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NORTH BAY
TABLE 1

HISTORiCAL TAX INCREMENT VALUES [1]

Year 10
FY 1999-2000 FY 2000-2001 FY 2001-2002 FY 2002_2003 FY 2003·2004 FY 2004-2005 FY 2005·2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010

Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values (2]

Land $339,309,457 $359,444,940 $388.499,945 $422,186,186 $455,027,839 $492,695,596 $549,403,033 $617,974,754 $702,101,263 $751.213,849 $780,113,852
Improvement 387,587,747 414,643,601 433,846,989 454,410,462 450,603,186 475.547.876 499,381,696 591,629,188 692,3'13,819 720,142.632 736,200,180
Personal Property 18,453,184 18,514,715 14,611,286 10.659,625 8,126,429 7.704,716 '1,570,499 7,024,412 7,714,432 7,612,343 7,720,624

Gross Value 745,350,388 792,603,256 836,958,220 887,256,273 913,757,454 975,948,188 1,056,355,228 1,216,628,354 1:402,189,514 1,478,968,824 1,524,034,656
Less Exemptions (61,649,325) (62,940,425) (60,979,110) (72,720,523) (36,896,990) (43,514,058) (45,075,349) (49,203,804) (53,369,305) (66,856,630) (71,508,785)

Total Secured 683,701,063 729,662,831 775,979,110 814,535,750 876,860,464 932,434,130 1,011,279,879 1,167,424,550 1,348,820,209 1,412,112,194 1,452,525,871

Unsecured Values (2]

Land 0 0 0 0 0 0 0 0 0 0 0
Improvement 26,274,393 22,861,087 21,712,696 20,734,291 18.690,568 22.705,695 24.565,265 32,435,833 34.432,326 42,566,948 33,082,381
Personal Property 71,819,120 66,768,182 62,310,670 71,494,826 84,989,802 79.720,111 80,232,756 84,987,364 78,101,791 87,019,774 87,956,297

Gross Value 98,093.513 89,629,269 84,023,366 92,229,11'1 103,680,370 102,425,806 104,798,021 117,423,197 112,534,117 129,586,722 121,038,678
Less Exemptions 0 (7,945,189) (6,529,813) (3,176,857) (5,768,S51) (5,824,787) (S,ooS.146) (11,657,703) (7,179,814) (8,606,689) (14,997,838)

Total Unsecured 98,093,513 81,684,080 77,493,553 89,052,260 97,911,519 96,601,019 96,794,875 105,765,494 105,354,303 120,980,033 106,040,840

Total Secured and Unsecured 781,794.576 811,346,911 853,472,663 903,588,010 974,771,983 1,029,035,149 1,108,074,754 1,273,190,044 1,454,174,512 1,533,092,227 1,558,566,711

Percentage Change in Tolal Value NA 3.78% 5,19% 5_87% 7,88% 5.57% 7,68% 14_90% 14,22% 5.43% 1,66%

Base Year Value 683,472,024 683,472,024 683,472,024 689,090,229 [3] 689,090,229 689,090,229 689,090,229 685,571,701 [3] 680,707,692 [3] 680,707,692 680,707,692

Incremental Value 98,322,552 127,874,887 170,000,639 214,497,781 285,681,754 339,944,920 418,984,525 587,618,343 713,466,820 852,384,535 877,859,019

Percentage Change in Incremental Value NA 30.06% 32.94% 26,17% [4J 33,19% 18,99% 23,25% 40,25% [4J 31,63% [4J 10.20% 2,99%

11) Assessed v"lues as of 1/1 01 the i~iti"l year ot each tiscal year ji.e. 111109 for FY 2009_2010)

!2J Based on i~formatio~ provided by 1h" CO\!~ty of S@DiegoAudITor/Controllerasindicatedin"ReportVal File·04 PSWP71J@"
13] Ti,e base value was adjusted i~ FY 2002_2003, FY 2D06-2007, and FY 201J7.20DB

14J Perce~I"IIe ohange in annual innem"nl"iv.I,,~ wnuk! be impacted by cha~ge$ in the ba.~ YMrvalue
,.._..

Note: Table I is based on values provided by the Auditor while Tables 2, 3, II, and 12 arc based on values provided by the County Assessor. Based on discussions with the
County Auditor/Controller and County Assessor, discrepancies in the total net assessed values are due to procedural differences and timing in obtaining exemption data.
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B. VALUES BY LAND USE TYPE

The Project Area includes a combination ofland uses based on an analysis of the
Fiscal Year 2009-2010 Assessor's roll. This allocation indicates that 24.32% of the
Project Area valuation is attributable to residential land uses (including 21.09% of
multifamily residential land use), 55.09% of the value is attributable to commercial
property (of which 27.43% is office space), 20.08% is attributable to industrial
propeliy, and 0.52% of the value is attributable to institutional, recreation and
miscellaneous property. The breakdown by land use type is shown in Table 2.

TABLE 2
FY 2009·2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1] No. of Parcels [1J Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Vacant Residential 22 0 $1,902,909 0,13%

Single Family Residential 161 161 $43,546,491 3:00%

Multi-Family Residential 863 2,335 $305,722,571 21.09%

Miscellaneous 3 9 $1,304,634 0.09%

Subtotal 1,049 2,505 $352,476,605 24.32%

Commercial Property (land use codes 20 through 39)

Office Space 423 NA $397,568,802 27.43%

Retail 71 NA $94,257,563 6.50%

Vacant Land 44 NA $12,571,159 0.87%

Other Uses 154 NA $294,131,926 20.29%

Subtotal 692 NA $798,529,450 55.09%

Industrial Property (land use codes 40 through 49)

Vacant Land 44 NA $9,446,685 0.65%

Factory/Manufacturing 58 NA $60,583,429 4.18%

Warehouse/P rocessing/Storage 138 NA $193,561,413 13.35%

Automotive Garages 33 NA $21,689,487 1.50%

Miscellaneous 5 NA $5,784,237 0.40%

Subtotal 278 NA $291,065,251 20.08%

Farm / Rural Land (land use codes 50 through 65) 0 NA $0 0.00%

institutional Property (land use codes 70 through 79) 8 NA $559,092 0.04%

Recreational Property (land use codes 80 through 84) 5 NA $6,271,109 0.43%

Miscellaneous Use (land use codes 88 through 90 and 00) 5 NA $673,164 0.05%

Total 2,037 2,505 $1,449,574,671 100.00%

til Includes parceis With a net assessed value equal to $0. Exciudes parcels owned by public agencies and other non-taxable parcels based on final FY 2009-2010 Assesssor's Roll.
[2]8ased on final FY 2009-2010 Assessor's Roll. Land use codes provided by tile County Assessor.

Note: Table I is based on values provided by the AuditorwhiJe Tables 2, 3,11, and 12 are based on values provided by the
County Assessor. Based on discussions with the County Auditor/ControBer and County Assessor, discrepancies in the total
net assessed values are due to procedural differences and timing in obtaining exemption data.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-201 0 equalized roll.
The table shows the assessee name/owner, the land use of Assessor's Parcels under
their ownership, the number of Assessor's Parcels under their ownership, the total
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net assessed valuation under their ownership, the percentage of the total Project Area
assessed value represented by that owner's property, and the percentage of the total
Project Area incremental value represented by the applicable owner's property.

As ofMay 10,2010, all top ten assessees are current in the payment oftheir property
taxes.

Five of the top ten assessees filed six assessment appeals for their property. Two of
the appeals have been resolved with a total reduction in value of$7,028,794. The
remaining four appeals have not yet been resolved by the County, but DTA has
assumed the appeal is resolved in favor of the applicant at a rate of 90% of the
contested value as described in the Appeals section. The reduced value is reflected
in Table 13 and Exhibit A.
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TABLE 3
FY 2009~2010TOP TEN ASSESSEES

Owner

Morena Vista LLC [3J
MB Hotel Ventures LLC [4J
Newport Taft IncJMansour Brothers Inc [5J
Metropolitan Life Insurance Co
P S Ivanhoe LLC
Sports Arena Village LTD
Ess Prisa LLC [6J
Aladdin Parking LP
Terminal Freight Handling CO [7J
Lockheed Martin Corporation

Grand Total

Land Use

Store Building
HotellMotellRestaurant

HotellMotel
Garage/Parking LoVUsed Car Lot

Store Building
Community Shopping Center

Industrial Storage - Bulk
Garage/Parking LoVUsed Car Lot

IndustriallWarehouse
Factory/Hea"Y Manufacturing/Garage/Parking Lot

NA

No. of Parcels [1]

1
8
1

13
1
1
1
1
1
3

31

Total Secured Net
Assessed Value [2]

$59,469,794
$42,863,347
$23,691,467
$23,565,060
$21,828,000
$20,328,361
$19,768,322
$17,599,691
$16,236,482
$15,292,860

$260,643,384

Percent of Secured
Total Net Value

4.10%
2,96%
1.63%
1.63%
1.51%
1.40%
1.36%
1.21%
1.12%
1.05%

17.98%

Percent of
Incremental Value

6.77%
4.88%
2.70%
2.68%
2.49%
2.32%
2.25%
2.00%
1.85%
1.74%

29.69%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
SECURED TOTAL NET ASSESSED VALUE:
TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

$171,417,668
$260,643,384

$1,449,574,671
$877,859,019

11.83%
19.53%

17.98%
29.69%

[1J Includes parcels with a net assessed value equal to $0, Excludes parcels o'Nr1ed by public agencies based on final FY 2009-10 Assesssor's Roll

[2J Based on final FY 2009-2010 Assessor's Roll

[3J As shown in the Appeals section, Morena Vista llC contested that the value of its parcel should be reduced to $35,000,000. The appeal was resolvad with the County reducing the value oftha parcel to $52,500,000 after the FY 2009-10 Assessor's Roll was
finalized. The reduced value is not sho'Nr1 above, but has been reflected in the tax increment projections herein.

[4] As shown in the Appeals section, MB Hotel Venlures llC contested the value of one parcel in FY 2007-2008 which resulted in a reduction in value of $59,000 after the FY 2009-2010 Assessor's Roj] was finalized. In addition, MB Hotel Ventures LlC filed
additional appeals contesting the values of the remaining 7 parcels should be reduced from $31,165,121 to $21,120,730. OTA has assumed the pending appeals are resol\l\'ld in fa\Gr of the applicant at a rate of 90% of the contested value as described in the
Appeals section. The reduced wlue is not sho'Nr1 abo\l\'l, but has been reflected in the tax increment projections herein

[5] As shown in the Appeals section, Newport Taft Inc.lMansour Brothers Inc. contested that the value of its parcel should be reduced from $23,691,467 to $14.214.879. The appeal has nOI yet been resol>"ed by the County, but OTA has assumed the appeal is
resolved in fallOr of the applicant at a rate of 90% of the contested .elue as described in the Appeals section, The reduced .elue is not sho,VIl abow, but has been reflected in the tax increment projections herein.

[6J As shown in the Appeals section, ESS Prisa LLC contested that the value of its parcel Sllould be reduced from $19,768,322 to $15,631,549. The appeal has not yet been resolwd by the County, but OTA has assumed the appeal is resol>"ed in fa\Gr of the
applicant at a rate 0190% 01 the contested value as described in Ihe Appeals section. The reduced value is not shown above, but has been rellected in the tax increment projections herein.

[7J As shown in the Appeals seclion, Terminal Freight Handling Co filed an appeal under the name Sears Holdings Corporation contesting the value of its parcel should be reduced from $16,236,482 to $10,000,000. The appeal has not yet been resoll€d by the
County, bul DTA has assumed the appeal is resOI\l\'ld in falOr of the applicant at a rate of 90% of the contested value as described in the Appeals section. The reduced value is not sho""" abo\€, but has been reflected in the tax increment projections herein.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

If a property owner believes that the assessed value is inaccurate, an appeal
may be filed with the County Assessment Appeals Board during the period
between July and November of each fiscal year. A resolved appeal may
produce a reduction in the original contested value and a refund to the
property owner for overpaid property taxes. Ifthe appeal is withdrawn, there
is no change in the original value.

During a real estate market downtum, the market value ofproperty may fall
below the assessed value. Under State law, Proposition 8 allows property
owners to apply for a temporary reduction in assessed value to match the
current market value. As market values increase, the assessed property values
will also increase up to the original assessed value (plus the annual Califomia
Consumer Price Index ("CPI") increase, not to exceed 2%, as stipulated by
Proposition 13).

In addition, the County Assessor's office allows property owners to file a
Proposition 8 reduction request to their area appraiser between JanuaIy and
May of each fiscal year in order to reduce the assessed value oftheir property
without having to file an assessment appeal with the County Assessment
Appeals Board, otherwise known as an informal review. The County
Assessor's office provides this option to property owners in order to limit the
number of assessment appeals requiring hearings before the County
Assessment Appeals Board. In order to calculate the reduced assessed value,
the arca appraiser will use several variables, including the date of
construction, land use type, aIld recent comparable sales from the
surrounding area.

A property owner may file multiple appeals for one parcel (for the same or
different fiscal year), resulting in a parcel having several appeals being
reviewed by the County Assessment Appeals BOaI'd at any time, Based on
discussions with the County Assessment Appeals Board, in cases where
multiple appeals have been filed on one parcel, typically one appeal will be
resolved and subsequent appeals will not result in further reductions ofvalue.
Therefore, for purposes of this aIlalysis, DTA has assumed only one appeal
resulted in a reduction in value, and subsequent pending appeals will result in
no change in value.

As ofMarch 8, 2010, there were 85 unresolved appeals for 76 parcels within
the Project Area. Tables 4 through 7 show recent historical assessment
appeals in the Project Area, providing the following information: fiscal year
in which appeal was received, land use, owner/applicant name, number of
parcels being appealed by owner/applicant, whether or not appeal is for
Proposition 8, number of pending appeals included in our analysis (when

Fiscal Consultant Report Page 10
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multiple appeals have been filed on one parcel), the status of the appeal, the
contested assessed value, the applicant's opinion of value, the proposed
changed value for pending appeals or board approved value for resolved
appeals, and the impact of the changed values.

2. ApPEALS INFORMATION PROVIDED BY THE COUNTY

The County Assessor has provided the following information for inclusion in
this Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of
assessed values of real property during their "infonnal" review
process (1/1/2009 - 5/30/2009) for such fiscal year. In addition to
the 32,000 informal applications, the County Assessor's office was
proactive and, on its own, reduced the assessed values for
approximately 72,000 properties County-wide. Less than 3,500 of
the I04,000 total reductions were for non-residential properties.
When the County Assessor's office receives a large number of
requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to
review the entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447
"formal" assessment appeal applications were received for Fiscal
Year 2009-2010 during the County's formal review period (7/2/2009
- 11/30/2009) for such fiscal year. Because these appeals are going
through the Counly's formal process, any reductions to value will
take longer to appear on the tax roll than reductions made through the
Counly's informal appeal process described above.

For the Fiscal Year 2010-201 I roll, the County Assessor estimated a
County-wide reduction in net assessed value of approximatcly 1.0%
from the Fiscal Year 2009-20 I0 roll. This reduction is based on
economic factors such as lower sales prices, reduced levels of new
construction, Fiscal Year 2009-2010 appeals/reductions, as well as
the 0.237% decline in the CPI which will be applied to all property
subject to Proposition 13 (rather than the typical 2% annual increase).
For Fiscal Year 2011-2012, the County Assessor estimates a County
wide reduction similar to Fiscal Year 201 0-2011, based on historical
trends.

In order to estimate the magnitude of the Fiscal Year 2010-2011
change in value for the Project Area, DTA compared the Project Area
reduction in value from Fiscal Year 2008-2009 to Fiscal Year 2009
2010 to the County-wide reduction in value for the same period.
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Based on discussions with the Agency, the Project Area is anticipated
to experience declines that are approximately equal to the County
wide average. Therefore, we have assumed a reduction in value of
I% for both Fiscal Years 2010-2011 and2011-2012. The chart below
summarizes the reduction in assessed values and its impact on
incremental value.

Actual 2009-2010
Estimated 2010-2011
Estimated 2011-2012

-1%
-1%

-1%
-1%

-2%
-2%

[1] Based on infonnation provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

DTA researched the pending and recently resolved assessment appeals to
determine how tax refunds as a result of appeals might reduce the tax
increment received by the Agency from the Project Area.

For pw-poses of this analysis, DTA has excluded any appeals that were
withdrawn by the applicant. In addition, DTA has assumed that pending
appeals resulted in a reduced value equal to tlle greater of the applicant's
opinion ofvalue or 90% ofthe contested value. The estimated reduction for
pending appeals is based on an analysis ofresolved assessment appeal data
for property in the Project Area and other project specific factors and
estimated COW1ty-wide value reductions going forward as explained in
Section n.D.2 above.

4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, one appeal was filed in the Project Area as
shown in Table 4. The total Fiscal Year 2006-2007 assessed value of
$1,050,000 was resolved with a reduction in value of $140,000 for Fiscal
Year 2006-2007, a 13.33% decline.
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TABLE 4
FY 2006·2007 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Numberof PropS Included in Opinion of Resolved I ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0,00%

Resolved Appeals
Non-Residential
SEDLACK DEVELOPMENT CO. L.P. 1 0 $1,050,000 $885,000 $910,000 ($140,0001 -13.33%
Sublotal H Non-Residential 1 0 NA $1,050,000 $885,000 $910,000 ($140,000) -13.33%

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 1 0 NA $1.050,000 $885,000 $910,000 ($140,000) -13,33%

Resolved Appeals After Final FY 2009-2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Total FY 2006-2007 Pending and Resolved Appeals 1 0 NA $1,050,000 $885,000 $910,000 ($140,000) -13.33%

[1) For any appeals that have not been resolved at this time, OTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of90% of the contested value. Actual resolved appeals in the project
area since FY2006-2007 resulted in an average reduction of 11%.
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5. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of 17 appeals were filed in the Project Area as shown in Table 5. One appeal was resolved
with no change in value for Fiscal Year 2007-2008. Sixteen appeals with a total Fiscal Year 2007-2008 assessed value of
$61,041,991 were resolved with a total reduction in value of$7,079,829 for Fiscal Year 2007-2008, a 11.60% decline.

TABLE 5
FY 2007·2008 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved I ImpactNatue Change of

Land Use/Applicant Name Appeals Appeals Analysis Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential

$522,729\INDIVIDUAL HOMEOWNERS 7 6 $4,236,295 $3,556,500 $3,713,566 -12,34%
Sublo!al- Residential 7 6 NA $4,236,295 $3,556,500 $3,713,566 ($522,729) -12.34%

Non-Residential
BENKLE ELLEN INTERVIVOS TR 1 1 $672,935 $565,000 $672,935 $0 0.00%

DARRELL HOLT 1 0 $407,296 $359,796 $359}96 ($47,500) -11.66%
JUNE SAVlA.NESO 1 0 $12,550,000 $7,000,000 $11,170,000 ($1,380,000) -11.00%

MB HOTEL VENTURES LLC 5 5 $39,962,800 $27,413,428 $35,478,800 ($4,484,000) -11.22%

MIlANIDlA.NA KISER TRUST 1 1 $1,560,600 $850,000 $1,250,000 ($310,600) ~19.90%

STNERS PROPERTIES LLC 1 0 $2,325,000 $1,580,000 $1,990,000 {$335,000) -14.41%

Subtotal ~ Non-Residential 10 7 NA $57,478,631 $37,768,224 $50,921,531 ($6,557,100) -11.41%

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

R&solved Appeals Prior to Final FY 2009·201 0 Ass&ssor Roll 9 7 NA $18,444,192 $11,416,296 $16,183,363 ($2,260,829) -12.26%

R&solved Appeals After Final FY 2009-201 0 Assessor Roll 8 6 NA $43,270,734 $29,908,428 $38,451,734 ($4,a19,000) -11.14%

Total FY 2007·2008 Pending and Resolved Appeals 17 13 NA $61,714,926 $41,324,724 $54,635,097 ($7,079,a29) -11.47%

[1] For any appeals lhathave not been resolved at Illis lime, DTA Ilas assumed Ihe appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 90% oflhe contested value. Acrual resolved appeals in the project area since FY
2006-2007 resulted in an average reduction of 11 %.
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6. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of64 appeals were filed Project Area
as shown in Table 6. Ten appeals were resolved with no change in value for
Fiscal Year 2008-2009. Forty-three appeals with a total Fiscal Year 2008
2009 assessed value of $98,322,904 were resolved with a total reduction in
value of $10,563,027 for Fiscal Year 2008-2009, a 10.74% decline.

For the remaining 11 pending appeals through Fiscal Year 2008-2009 with a
combined total Fiscal Year 2008-2009 assessed value of $8,558,923, DTA
has estimated a total reduction of $855,892 which represents 10% of the
contested value as described in Section 1I.D.3 above.
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TABLE 6
FY 2008-2009 ASSESSMENT APPEALS

Numberof
Pending

Numberof Appeals Applicants Percentage
Number of PropS Included in Opinion of Resolved I ImpacWalue Change of

Land UsefApplicant Name Appeals Appeals Analysis Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
INDIVIDUAL HOMEOWNERS 1 1 1 $1,565,281 $1,017,000 $1,408,753 ($156,528\ ~10.00%

Sublotal- Residential 1 1 1 $1,565,281 $1,017,000 $1,408,753 ($156,528) -10.00%

Non-Residential
HARBOR HOTEL ASSOClATES LLC [2] 1 1 1 $68,310 $35,000 $61,479 ($6,831) -10.00%
PACIFICA KEnNER LP 9 9 9 $6,925,332 $2,410.000 $6,232,799 ($692533i -10.00%
Subtotal- Non-Residential 10 10 10 $6,993,642 $2,445,000 $6,294,278 ($699,364) ~10.00%

Resolved Appeals
Residential
POINT LOMA NAZARENE UNIVERSITY 6 6 $2,761,300 $2,442,700 $2,761,300 $0 0.00%
INDIVIDUAL HOMEOWNERS 32 32 $19,351,159 $13,974,555 $16,482,577 ($2,868,582) -14.82%
Subtotal- Residential 38 38 NA $22,112,459 $16,417,255 $19,243,877 ($2.868.582) -12.97%

Non-Residential
1858 SAN DIEGO AVE, LLC CfO GREG SMITH 3 3 $1,407,161 $900,000 $1,250,000 ($157,161) -11.17%
2790 LYTTON ST LLC 1 1 $1,910,174 $1,622,573 $1,710.000 ($200,174) -10.48%
DAVID MCDONOUGH 1 1 $2,340,900 $1,600,000 $1.900,000 ($440,900) -18.83%
KARISA KARLOVICH 1 1 $1,274,490 $700,000 $1,160.000 ($114,490) -8.98%
LAROSE HUNT 1 1 $729,300 $660,000 $630,000 ($99.300) -13.62%
MARCELO VALDEZ 2 2 $1,071,000 $679,210 $911,000 ($160,000) -14.94%
MORENA VISTA LLC [4] 1 1 $58,303,720 $35,000,000 $52,500,000 ($5,803,720) -9.95%
on REVOCABLE TRUST 2 0 $1.125,000 $625,000 $1,000,000 ($125,000) -11.11%
PRESIDO TROLLEY PLAZA, LLC 2 2 $6,752,000 $5,093,000 $6,480,000 ($272,000) -4.03%
TESORO REFINING AND MARKETING 1 0 $1,296,700 $800,000 $975,000 ($321,700) -24.81%
Subtotal ~ Non-Residential 15 12 NA $76,210,445 $47,679,783 $68,516,000 ($7.694,445) -10.10%

Pending Appeals 11 11 11 $8,558,923 $3,462,000 $7,703,031 ($855,892) -10.00%
Resolved Appeals Prior to Final FY 2009_2010 Assessor Roll 33 33 NA $19,547,929 $14,839.245 $17,374,877 ($2,173,052) -11.12%
Resolved Appeals After Final FY 2009·201 0 Assessor Roll 20 17 NA $78,774,975 $49,257.793 $70,385,000 ($8,389,975) -10.65%
Total FY 2008-2009 Pending and Resolved Appeals 64 61 NA $106.881,827 $67,559,038 $95,462,908 ($11,418,919) -10.68%

[1] For any appeals that have not been resolved althis lime, DTA has assumed lhe appeal resulted in a reduction equal to the lesser of tile applicant's opinion of value or a rate of90% of the contested value. Actual resolV€d appeals in the project area since FY
2006-2007 resulted in an aV€rage reduction of 11 %.
[2] Appeals were filed for different parcels owned by Harbor Hotel Associates, LLC in FY2008-2009 and FY200&.2010.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of75 appeals were filed Project Area
as shown in Table 7. One appeal with a total Fiscal Year 2009-2010 assessed
value of$4,889,880 was resolved with a total reduction in value 01'$389,880
for Fiscal Year 2009-2010, a 7.97% decline.

For the remaining 74 pending appeals through Fiscal Year 2009-201 0 with a
combined total Fiscal Year 2009-201 0 assessed value 01'$222,069,949, DTA
has estimated a total reduction of$20,622,617 which represents 9.29% ofthe
contested value as described in Section 11.D.3 above.
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TABLE 7
FY 2009-2010 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactNalue Change of

land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
NSHE CA MAGIC llC 2 2 2 $1,938,000 $1,234,666 $1,744,200 ($193,800) -10,00%
INDiVIDUAL HOMEOWNERS [1, 2j 13 13 11 $10,408,417 $6,743,188 $9,831,205 ($577,213) -5.55%
Subtolal- Residential 15 15 13 $12,346,417 $7,977,854 $11,575,405 ($771,013) -6.24%

Non·Residential
3957 PACIFIC HWY, llC 2 2 2 $1,897,200 $1,400,000 $1,707,480 ($189,720) -10.00%
7-ElEVEN #13644 MORENA TRIANGLE LLC 1 1 1 $795,905 $550,000 $716,315 ($79,591) -10.00%
801 ROSSI, LLC 1 1 1 $3,641,400 $2,300,000 $3,277,260 ($364,140) -10.00%
AEG MANAGEMENT SO LLC 1 0 1 $4,465,552 $2,502,714 $4,018,997 ($446,555) -10.00%
BEAR FENCE 1 1 1 $1,716,660 $1,143.680 $1,544.994 ($171.666) -10.00%
CHlCK-FIL-A, INC. 1 1 1 $1,432,451 $1,176,186 $1,289,206 ($143,245) -10.00%
COLUMBIA HOTEL INC. 1 0 1 $2.000,000 $1,460,131 $1,800,000 ($200,000) -10.00%
DAVID MCDONOUGH 1 1 1 $1,900,000 $1,536,000 $1,710,000 ($190,000) -10.00%
ESS PRISA LLC 1 1 1 $19,768,322 $15,631,549 $17,791,490 ($1,976,832) -10.00%
EZlUBE lLC 1 1 1 $813,971 $700,000 $732,574 ($81,397) -10.00%
GARRETTH-C 1 1 1 $566,515 $450,000 $509,864 ($56,652) -10.00%
H&A SAN DIEGO lP 1 1 1 $3,555,226 $1,800,000 $3,199,703 ($355,523) -10.00%
HARBOR HOTEL ASSOCIATES, LLC [3] 1 1 1 $3,137,658 $1,800,000 $2,823,892 ($313,766) -10.00%
JAMES LESTER 1 1 1 $595,000 $492,000 $535,500 ($59,500) -10.00%
LaMA CABRILLO, LLC 1 1 1 $13,200,401 $4,782,000 $11,880,361 ($1,320,040) -10.00%
LYONS REALTY VVEST TOYOTA, LLC 1 1 1 $3,254,871 $2,495.625 $2,929,384 ($325,487) -10.00%
MB HOTEL VENTURES 12J 8 8 7 $32,597,751 $22,119.999 $29,481,239 ($3,116,512) -9.56%
MIDWAYPLAZAlLC 1 1 1 $5,610,000 $3,366,000 $5,049,000 ($561,000) -10.00%
MILTON & SHIRLEY MEUNrrZFAMILYTRUST 2 2 2 $1,826,092 $1,350.000 $1.643,483 ($182,609) -10.00%
MISSION BAY HOTEL OWNERS LP 1 1 1 $14,753,245 $9,000.000 $13,277,921 ($1,475,325) -10.00%
MORENA-MISSION PROPERTIES, LLC 1 1 1 $2,445,000 $1,800,000 $2,200,500 ($244,500) -10.00%
NEWPORT TAFT 1 1 1 $23,691,467 $14,214,879 $21,322,320 ($2,369,147) ~10.00%

OLNERMCMILLAN ROSECRANS LLC 1 1 1 $892,500 $462,000 $803,250 ($89,250) -10.00%
PACIFICA KETTNER LP [2] 10 10 1 $7,207,416 $2,710.000 $7,193,058 ($14,359) -0,20%
PARTNERS CELIAC 1 1 1 $3,000,000 $2,000,000 $2,700,000 ($300,000) -10.00%
PIER 1 IMPORTS 1 1 1 $966,205 $800,000 $869,585 ($96,621) -10.00%
PINNACLE ROSECRANS LP 1 1 1 $8,804,415 $7,250,000 $7,923,974 ($880,442) -10.00%
R&H PROPERTIES LP 1 1 1 $2,429,333 $1,336,000 $2,186,400 ($242,933) -10.00%
RICHARD SALLESE 2 2 2 $541,212 $187,000 $487,091 ($54,121) -10.00%
SEARS HOLDINGS CORPORA110N [4] 1 1 1 $16,236,482 $10,000,000 $14.612,834 ($1,623,648) -10.00%
SIMON&ASSOCIATES LLC 3 3 3 $1,872,720 $1.432.380 $1,685,448 ($187,272) -10.00%
SPORTS ARENA INVESTMENTS lLC 1 0 1 $9,000,000 $6,ZOO.000 $8.100,000 ($900,000) -10.00%
SPRINGBOK REALTY, lLC 1 1 1 $1,931,398 $675,000 $1,738,258 ($193,140) -10.00%
STNERS PROPERTIES LlC [2) 1 1 0 $2,711,029 $1,488,000 $2.711,029 '0 0.00%
WAJEEH BERRY 1 1 1 $2,842,702 $284,270 $2.558,432 ($284,270) -10.00%
\NEST MARINE PRODUCTSfTOM MANNING 1 1 1 $4,814.501 $4,000,000 $4,333,051 ($481,450) -10.00%
WILLIAM COLE 1 0 1 $847,986 $693,987 $763,187 ($84,799) ~10.00%

WILLIAM CONNER 1 1 1 $1,960,946 $1,410,000 $1,764,851 ($196,095) -10.00%
Sublolal- Non-Residential 59 55 48 $209,723,532 $132,999,400 $189,871,928 ($19,851,604) -9.47%
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TABLE 7 CONTINUED
FY 2009.2010 ASSESSMENT APPEALS

Resolved App&a/s
Non-Residential
1210 MORENA WEST LLCfBEST BUY 1 1 $4,889,880 $2J50,000 $4,500,000 ($389,880) -7,97%
Subtotal Non-Residential 1 1 NA $4,889,880 $2,750,000 $4,500,000 ($389,880) -7,97%

Pending Appeals 74 70 61 $222,069,949 $140,977,254 $201,447,332 ($20,622,617) -9,29%

Resolved Appeals Prior to Final FY2009·2010 Assessor Roll 0 0 NA '0 $0 $0 $0 0,00%

Resolved Appeals After Final FY2009·2010 Assessor Roll 1 1 NA $4,889,880 $2,750,000 $4,500,000 ($389,880) -7.97%

Total FY 2009·2010 Pending and Resolved Appeals 75 71 NA $226,959,829 $143,727,254 $205,947,332 ($21,012,497) -9.26%

Grand Total- Pending Appeals $216,899,417 $137,917,797 $195,420,908 ($21,478,509) .9.90%

Grand Total· Resolved Appeals Prior to final FY 2009·2010 Assessor Roll $36,211,321 $25,200,541 $32,078,340 ($4,132,981) ·11.41%
Grand Total· Resolved Appeals After Final FY 2009·2010 Assessor Roll $88,349,789 $55,437,588 $79,175,934 ($9,173,855) -10.38%

GRAND TOTAL - Pending and Resolved Appeals $341,460,527 $218,555,926 $306,676,182 ($34,785,3451 ·10.19%

[1] For any appeals that have not been resolved at this time, DTA has assumed the appeal resulled in a reduction equal 10 the lesser of the applicanfs opinion of value or a rate of 90% of the contested value. Actual resolved appeals in the project area since FY
2006-2007 resulted in an average reduction of 11 %.
[2] A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulted in a reduction in value and subsequent pending appeals win restdt in no change in value.
[3] Appeals were filed for different parcels owned by Harbor Holel Associates, LLC in FY 2008-2009 and FY 2009·201 o.
[41 Appeal was filed under the name Sears Holdings Corporation. however, parcel is owned by Terminal Freight Handling Co" one of the top assessees as shown in Table 3.

Fiscal Consultant Report
North Bay Redevelopment Project Area

Page 19
July 9, 2010



8. Top TAXPAYER ApPEALS

As indicated in Table 3, the following top taxpayers have appealed their
assessed value for Assessor's Parcels that they cUlTently own:

Morena Vista LLC filed an assessment appeal contesting that the Fiscal Year
2009-2010 assessed value of its parcel should be reduced from $58,303,720
to $35,000,000. The appeal was resolved with the County reducing the value
of the parcel to $52,500,000 after tile Fiscal Year 2009-10 Assessor's Roll
was finalized. The reduced value is reflected in Table 13 and Exhibit A.

MB Hotel Ventures LLC filed an assessment appeal contesting that the Fiscal
Year 2007-2008 assessed value of its parcel should be reduced from
$1,377,000 to $1,318,000. The appeal was resolved with the County reducing
the value of the parcel to $1,318,000 after the Fiscal Year 2009-2010
Assessor's Roll was finalized. In addition, MB Hotel Ventures LLC filed
additional appeals contesting the values of 7 additional parcels should be
reduced from $31,165,121 to $21,120,730. The appeals have not yet been
resolved by the County, but DTA has assumed the appeals are resolved in
favor of the applicant at a rate of90% of the contested values, as described in
Section ILD.3 above. The reduced values are reflected in Table 13 and
Exhibit A.

Newport Taft Inc.!Mansour Brothers Inc. filed an assessment appeal
contesting that the Fiscal Year 2009-20 I0 assessed value of its parcel should
be reduced from $23,691,467 to $14,214,879. The appeal has not yet been
resolved by the County, but DTA has assumed the appeal is resolved in favor
of the applicant at a rate of 90% of the contested value, as described in
Section ILD.3 above. The reduced value is reflected in Table 13 and Exhibit
A.

ESS P11sa LLC filed an assessment appeal contesting that the Fiscal Year
2009-2010 assessed value of its parcel should be reduced to $15,631,549
from $19,768,322. The appeal has not yet been resolved by the County, but
DTA has assumed the appeal is resolved in favor ofthe applicant at a rate of
90% of the contested value, as described in Section n.D.3 above. The
reduced value is reflected in Table 13 and Exhibit A.

Terminal Freight Handling Co filed an assessment appeal under the name
Sears Holdings Corporation contesting the value of its parcel should be
reduced from $16,236,482 to $10,000,000. The appeal has not yet been
resolved by the County, but DTA has assumed the appeal is resolved in favor
of the applicant at a rate of 90% of the contested value, as described in
Section n.D.3 above. The reduced value is reflected in Table 13 and Exhibit
A.
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E. PROJECTIONS OF TOTAL ASSESSED VALUES

Due to the fact that the current real estate market downturn may last for several
years, we have estimated an annual reduction ofassessed values through Fiscal Year
2011-2012. As discussed in Section ILD.2 above, we have assumed a reduction in
value of I% for Fiscal Years 2010-2011 and 2011-2012. We have then assumed no
change in value for Fiscal Year 2012-2013, an annual increase of 1% each year
thereafter through Fiscal Year 2018-2019, and an annual increase of2% each year
thereafter. However, we are not showing the increase in values back to base values
for any value reductions other than the I% and 2% annual increases as described
above. It is important to note that the actual reduction to tax increment for future
years may be higher or lower for a number of different reasons, including filing of
additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate
detennined by the County Assessor to the annual incremental assessed value of the
Project Area. The general ad valorem tax rate is $1 per $100 of assessed value. In
addition to this rate, an ovenide rate reflects the debt service for various agencies
which have issued bonds in the Project Area. Pursuant to Section 33670 (e) of the
Health and Safety Code, approved on November 8, 1988, tax increment revenues
cannot be calculated using property taxes generated from voter-approved bonded
indebtedness on or following January 1, 1989. Table 8 shows the Fiscal Year 2009
2010 rates in the Project Area, separating the override amounts attributed to bonded
indebtedness by participating agencies which excludes those that started levying a
charge after January I, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value.
DTA assumes a secured tax rate of$1.00 per $100 after Fiscal Year 2009-2010 as
the override rates usually decline over time as values increase and bonded
indebtedness is paid off.
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TABLE 8
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

FY 2008-2009 Rates for FY 2009-2010 Rates for FY 2008-2009 Rates for FY 2009-2010 Rates for
Participating Agencies [1] TRA 008-256 [3] TRA 008-256 [3] TRA 008-987 [4] TRA 008-987 [4]

1.00000% 1.00000% 1.00000% 1.00000%
City of San Diego Zoological Exhibit 0.00500% 0.00500% 0.00500% 0.00500%
San Diego Unified Lease/Purchase 0.00000% 0.00000% 0.00000% 0.00000%
Metropolitan Water District 0.00430% 0.00430% 0.00000% 0.00000%
County Water Authority 0.00000% 0.00000% 0.00000% 0.00000%

Subtotal 1.00930% 1.00930% 1.00500% 1.00500%

Non-Participating Agencies [2]

San Diego City Public Safety 0.00108% 0.00113% 0.00108% 0.00113%
San Diego Unified Bond Series 1999A 0.00788% 0.00868% 0.00788% 0.00868%
San Diego Unified Bond Series 2000B 0.00639% 0.00717% 0.00639% 0.00717%
San Diego Unified Bond Series 2001 C 0.00734% 0.00824% 0.00734% 0.00824%
San Diego Unified Bond Series 2002D 0.00965% 0.01074% 0.00965% 0.01074%
San Diego Unified Bond Series 2003E 0.01411% 0.01514% 0.01411% 0.01514%
San Diego Unified Bond Series 1998F 0.00324% 0.00351% 0.00324% 0.00351%
San Diego Unified Bond Series 19988 0.00440% 0.00496% 0.00440% 0.00496%
San Diego Unified Bond Series 2006 F-1 Refunding 0.00458% 0.00464% 0.00458% 0.00464%
San Diego Unified Bond Series 2006 8-1 Refunding 0.00425% 0.00362% 0.00425% 0.00362%
San Diego Community College Bond 2003A 0.00068% 0.00213% 0.00068% 0.00213%
San Diego Community College Bond 2003B 0.00840% 0.00917% 0.00840% 0.00917%
San Diego Community College Bond Prop N Series 2006A 0.00304% 0.00845% 0.00304% 0.00845%
San Diego Community College Bond Prop S Series 2009C 0.00000% 0.00507% 0.00000% 0.00507%

Subtotal 0.07504% 0.09265% 0.07504% 0.09265%

Grand Total 1.08434% 1.10195% 1.08004% 1.09765%

[11 Agencies that began leVjing an annual charge before January 1, 1989.

[2] Agencies that ha\e been leVfing an annual charge after January 1, 1989.

[3] Tax rates based on information provided by the San Diego County Auditor/Controller.

[4] Please note that TRA 008~987 has a total net value of only $212.010. For purposes of projecting the FY 2009~2010 tax increment, we are using the rates for TRA 00&-256.
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

SupplemenIal property taxes are a result ofchange in ownership ofproperty or new
construction. They are based on the difference between the prior year value and the
new value and can represent either a positive or negative impact to the Project Area
value. They are allocated to the Agency throughout the year and included in the ten
apportionments made each year to the Agency by the Auditor Controller. The histOly
of supplemental tax receipts in the Project Area is shown in Table 9. To be
conservative, future supplemental assessments are not projected.

TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Refunds/Adjustme Delinquencies! !
Year Roll Corrections nls Penalties Total Adjustments

1999-2000 [2] $58,772.40 ($3.618.62) ($3,636.23) $0.00 $51,517.55

2000-2001 $266,734.35 ($361.35) ($24,239.95) $19.764.17 $261.897.22

2001·2002 $315,126.24 ($3.029.85) ($31,824.99) $24,910.25 $305.181.65

2002-2003 $40,986.26 $8.170.82 ($23,310.51) $31,072.88 $56.919.45

2003-2004 $355,265.67 ($1,581.70) ($31.097.20) $41.468.00 $364.054.77

2004-2005 $503.892.13 ($3,996.50) ($43.172.25) $42,227.52 $498.950.90

2005·2006 $503,354.23 $1,972.61 ($75.496.37) $58,723.14 $488.553.61

2006·2007 $1,525,781.90 ($3,794.19) ($127.295.30) $81,361.26 $1.476,053.67

2007-2008 $595,173.47 ($2.845.10) ($49.560.62) $156,085.46 $698.853.21

2008-2009 $370,991.58 ($16,226.05) ($85,794.26) $300,368.59 $569,339.86

[1] Based on information in the Agency Trust Fund Summary, prepared by the San Diego County Auditor-Controller.

[2] Fiscal Year 1999-2000 reflects the first year lax increment monies were collected.

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to
later assessment appeals result in refunds for the taxes paid based on the original
value. The historical amounts of these adjustments are also shown in Table 9.

The historical percentage of tax receipts to the actual amount of taxes levied is
shown in Table 10. Please note that the total tax receipts collected often exceed the
amount levied due to collection of penalties and interest.
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TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1]

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

I. Reported Assessed Value
Total Project Value [2] $781,794,576 $811.346,911 $853,472,663 $903,588,010 $974,771,983 $1,029,035,149 $1,108,074,754 $1,273,190,044 $1,454,174,512 $1,533,092,227
Less Base Value [3] 683,472,024 683.472,024 683,472,024 689,090,229 689,090,229 689,090,229 689,090,229 680,707,692 680,707,692 680,707,692

Incremental Value 98,322,552 127,874,887 170,000,639 214,497,781 285,681,754 339,944,920 418,984,525 592,482,352 773,466,820 852,384,535
Tax Rate [4] 1.11065% 1.11046% 1.10928% 1.10820% 1.01177% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II. Gross Tax Increment 1,092,019 1,419,999 1,885,783 2,377,064 2,890,442 3,436,163 4,232,582 5,982,294 7,808.148 8,603,117
Unitary Revenue 0 0 2,051 1,952 2,872 2,908 2,925 4,111 17,512 18,029
County Administrative Expenses (10,197) (5,138) (12,907) (20,149) (26,101) (27,998) (36,410) (48,119) (57,380) (78,745)

Total Computed Levy 1,081,822 1.414,862 1.874,927 2,358,867 2,867,213 3,411,072 4,199,097 5,938,287 7,768,280 8,542,400

!!I. Total Receipts [5] 933,195 1,656,437 2,135,793 2,546,150 3,218,779 3.857,335 4,613,034 7,222,032 8,195,361 8,811,501
Surplus/(Shortfall) (148,627) 241,575 260,866 187,283 351,566 446,262 413,937 1,283,745 427,081 269,100
% Difference of Computed Levy [5] 86.26% 117.07% 113.91% 107.94% 112.26% 113.08% 109.86% 121.62% 105.50% 103.15%

[1J Fiscal Year 1999·2000 reflects the first year tax increment monies were collected.

[2] Based on lolal secured and unsecured Ioalue for the Project pro\ided by the San Diego County Auditor/Controlier as of 1/1 of the Initial year of each fiscal year (i.e. 1/1/09 for Fiscal Year 2009--2010)

[3J Base \o8lue was Increased by $5.6 million in FY 2002-2003 and adjusted downward by $3.5 million and $4.9 million In FY 2006-2007 and FY 2007-2008, respectiwly.

[4J Based on rates for TRA 008_256.

[51 Actual receipts collected often exceed the amount lelied due to penalties and interest collecied by lhe Agency.
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C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable value of real and
personal property ofutilities, and since Fiscal Year 1988-1989, the values have been
assessed as a Countywide unit. There are several qualifications to the unitary revenue
disbursement: a taxing agency is entitled to receive the same amount of revenue as
the previous year as well as an increase of up to 2%, unless unitary revenues
decrease below a level adequate to provide each taxing agency with the same share
as the prior year. In this case, the unitary revenues will be reduced pro rata to all
agencies. The other component ofunitary allocation is significant when the assessed
valuation of unitary taxes increases by more than 2% in one year, in which case
revenues are allocated according to the percentage that each taxing agency in the
County receives for secured taxable values. As ofFiscal Year 1988-1989, when the
allocation procedures changed, it was determined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due
to the abovementioned procedure, no unitary revenues were received in years prior to
the creation of the Project Area in 1998.

Unitary revenue for the Project Area received as ofJune 30, 2009 was $18,029. The
Project Area received a proportion of the increased amount as it was entitled to
receive a share of the revenues. Assuming that the unitary revenues will stay at a
constant level in future years, DTA is conservatively estimating that the Project Area
will continue to receive the same amount.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to determine property tax administrative
charges to local agencies in the proportion that is attributable to their property tax
administrative costs to the County. The average administrative charge from Fiscal
Year 2004-2005 through Fiscal Year 2008-2009 was approximately 0.86% of gross
incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show the administrative charge as a
deduction to the gross revenue in the Project Area.

E. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code,
Section 33000 et seq.), the Agency is required to set aside 20% of all tax increment
revenues into a low and moderate income housing fund. For purposes of this
analysis, DTA assumes that the Agency will continue to set aside 20% of the tax
increment in order to improve, add to, or maintain the City of San Diego's supply of
low and moderate income housing in future years. Exhibit A, which projects future
tax increment revenues for the Project Area, indicates the amount set aside for low
and moderate income housing each year as a separate line item. The housing
revenues are pledged to pay debt service on the proposed pooled housing bonds
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described in Section LB.

F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 ("AB 1290") was effective as of January I, 1994 and was
significant in that it put an end to the ability of public agencies to enter into "pass
through agreements" and instead the amounts to be paid to the affected taxing
agencies are automatically set at statutory levels of non-housing revenue. Since the
Project Area will not be pledging non-housing revenue for the proposed pooled
housing bonds described in Section I.B, the AB 1290 payments have been excluded
from Table 13 and Exhibit A.

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency infonnation for the Project Area was researched with the County on
May 10,2010. As ofthis date, 113 parcels (5.56% ofthe total parcels) in the Project
Area had a delinquency rate of 5.01 % in the payment of secured Fiscal Year 2009
20 I0 property taxes to the County Tax Collector.

Infonnation regarding foreclosure proceedings for residential parcels within zip code
92110, which partially encompass the Project Area, but also include areas outside the
Project Area, was researched through RealtyTrac on May 13, 2010. As of this date,
404 residential properties had Notices of Default recorded with the County of San
Diego, 551 residential properties were undergoing a trustee's sale, and 519
residential properties were bank-owned. Please note that zip code 92110 encompass
over 11,000 residential units while the Project Area encompasses 2,505 residential
units. Therefore, the actual number of residential properties within the Project Area
which are affected by foreclosure proceedings will be less than stated above.

H. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In July 2009, the State Legislature adopted AB 26 which required redevelopment
agencies to pay into their respective County Supplemental Educational Revenue
Augmentation Fund ("SERAF") an aggregate amount of $1.7 billion in Fiscal Year
2009-2010, of which approximately $56 million was the Agency's share, and an
additional $350 million in Fiscal Year 2010-2011, of which approximately $11.5
million is the Agency's share. On May 10,2010, the Agency made the required
SERAF payment using prior-year Project Area non-housing tax increment revenues
on hand. Since the Project Area will not be pledging non-housing revenue for the
proposed pooled housing bonds described in Section I.B, no ERAF or SERAF
payments are shown in Table 13 and Exhibit A.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED VALVES

Tables II and 12 present an analysis of the greatest changes in assessed value
between Fiscal Years 2008-2009 and 2009-2010. As shown in Tables II and 12, the
total assessed value for 264 residential parcels was reduced by $23,384,405
(percentage change from Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is 
19.17%) by the County Assessor for Fiscal Year 2009-20 I0 as a result ofProposition
8 reductions and changes in ownership. Of the remaining residential parcels in the
Project Area, 460 parcels increased in value by the 2% inflation factor for Fiscal year
2009-20 I0 and 277 parcels were increased in value by greater amounts. The
remaining 46 residential parcels either increased by less than the 2% inflation factor
or remained unchanged from Fiscal Year 2008-2009. In total, residential parcels in
the Project Area decreased in value for Fiscal Year 2009-2010 by $5,906,908, or
1.65% from the residential property values for Fiscal Year 2008-2009. The Project
Area increased in total value by $41,717,200 (2.96%) for Fiscal Year 2009-2010.

More specifically, there were two property owners in the Project Area whose total
value increased by $28,178,529 for Fiscal Year 2009-2010, of which $21,828,000
was due to a change in ownership and $6,350,529 was due to new constmction.
There was also one property owner in the Project Area for which total value
decreased by $1,203,327 for Fiscal Year 2009-20 I0 due to an assessment appeal.
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TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE

(TOP TEN INCREASES AND DECREASES)

Reason for FY 2008-2009 Secured FY 2009*201 0 Secured
Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Jpp Ten Parce/~Jh.<EJl]creased in Value
PS Ivanhoe LLC [21 Ownership Change 1 $0 $21,828,000 $21,828,000 0.00%
Constellation Property Group LP New Construction 1 7,526,469 13,876,998 6,350,529 84.38%
University of San Diego Ownership Change 6 6,663,757 9,780,871 3,117,114 46.78%
Cohen Family Trust 02-03-83 Ownership Change 1 1,167,012 3,550,000 2,382,988 204.20%
AEG Management SD LLC Ownership Change 1 2,502,714 4,465,552 1,962,838 78.43%
Celiac Partners LLC Ownership Change 1 1,399,563 3,000,000 1,600,437 114.35%
Individual Owner Ownership Change 3 562,263 2,101,200 1,538,937 273.70%
Osprey Properties Ownership Change 2 298,797 1,836,000 1,537,203 514.46%
801 Rossi LLC Ownership Change 1 2,155,000 3,641,400 1,486,400 68.97%
Metropolitan Life InsuraIJ9~J:;?Q New Construction 2 408,002 1,789,000 1,381,000 338...0...48%

Subtotal 19 22,683,575 65,869,021 43,185,446 190.38%

Top Ten Parcels that Decreased in Value
Hertz Corp Assessment Appeal 1 13,057,020 11,853,693 (1,203,327) -9.22%
Greengrass Trust 06-04-08 Proposition 8 Reduction 1 663,000 60,891 (602,109) -90.82'''10
Individual Homeowner Proposition 8 Reduction 1 1,558,281 1,093,000 (465,281) -29.86%
Vietnam Veterans of San Diego, Inc. Increase in Exemptions 1 454,620 0 (454,620) -100.00%
KileyLLC Ownership Change 1 2,340,900 1,900,000 (440,900) -18.83%
Individual Homeowner Ownership Change 1 614,876 230,000 (384,876) -62.59%
Rap Holdings LLC Proposition 8 Reduction 1 3,071,400 2,700,000 (371,400) -12.09%
San Diego Commercial Holdings LLC Ownership Change 1 1,526,227 1,155,000 (371,227) -24.32%
Kiser Milan & Diana Revocable Trust Proposition 8 Reduction 1 1,591,811 1,250,000 (341,811) -21.47%
Individual Homeowner Proposition 8 Reduction 1 1,033,1Qo 693,000 (340400) -32.94%

Subtotal 10 25,911,535 20,935,584 (4,975,951) -19.20%

All Other Parcels NA 2,008 1,359,262,361 1,362,770,066 3,507,705 0.26%

Total 2,037 1,407,857,471 1,449,574,671 41,717,200 2.96%

PJ Assessed wlues prO\.ided by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1(09 for FY 2009-2010).

[2J PS Ivanhoe lLC is one of the top ten assessees. FY 2009-2010 value reflects change in ownership from the City of San Diego to PS Ivanhoe LLC.
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Current Assessee

Residential
Increase in Value (Greater Than 2%)
Increase in Value (Equal to 2%)
Increase in Value (Less Than 2%)
No change in Value [2]
Decrease in Value from Prop 8 Reduction Appeals [3]
Decrease in Value from Automatic Prop 8 Reductions [4]
Decrease in Value from Other Assessment Appeals
Decrease in Value (Increased Exemption)
Decrease in Value &"IYn~ship Chan.9_~.)J7J

Subtotal

Non-Residential
Increase in Value (Greater Than 2%)
Increase in Value (Equal to 2%)
Increase in Value (Less Than 2%)
No change in Value [2]
Decrease in Value from Prop 8 Reduction Appeals
Decrease in Value from Automatic Prop 8 Reductions [4]
Decrease in Value from Other AssessmentAppeals [5]
Decrease in Value (Increased Exemption) [6]
Decrease in Value (Ownership Changed)

Subtotal

New Residential Parcels [8]
New Non-Residential Parcels [8]
Superceded Parcels [9]

Total

TABLE 12
LARGEST CHANGES IN SECURED ASSESSED VALUE

(BY RESIDENTIAL AND NON·RESIDENTIAL CATEGORIES)

FY 2008·2009 Secured FY 2009-2010 Secured
Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

277 $79,733,711 $94,295,137 $14,561,426 1826%
460 144,373,173 147,260,177 2,887,004 2.00%

12 2,305,102 2,334,169 29,067 1.26%
34 8,952,000 8,952,000 0 0.00%

1 470,543 363,000 (107,543) -22.86%
234 106,611,818 87,670,892 (18,940,926) -17.77%

0 0 0 0 0.00%
0 0 0 0 0.00%

?2 14,883,836 10,547,900 l1d3§~93§.l -29.13%.
1,047 $357,330,183 $351,423,275 (5,906,908) -1.65%)

50 57,801,960 84,601,635 26,799,675 46.36%
863 828,909,459 867,395,819 38,486,360 4.64%

17 104,330,602 105,813,120 1,482,518 -8.07%
33 4,101,327 4,101,327 0 0.00%

0 0 0 0 0.00%
14 16,016,601 13,504,445 (2,512,156) -15.68%

3 16,244,587 14,933,952 (1,310,635) -8.07%
1 454,620 0 (454,620) -100.00%

Z 8,270,582 6,747,768 It§2L814) -18.41%.
988 1,036,129,738 1,097,098,066 60,968,328 5.88%,

2 NA 1,053,330 1,053,330 NA
0 NA 0 0 NA
2 14,397,550 NA (14,397,550) NA

2,037 $1,407,857,471 $1,449,574,671 41,717,200 2.96%

[1] Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscal year (i,e. 1/1/09 for FY 2009-2010).

[2] A total of 3 residential and 30 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
[3J Values based on the final Assessor's roll for each fiscal year. The reductions were a result of Proposition 8 appeals by properly owners allowing a temporary reduction in assessed value based on decreasing market value.

{4] Based on discussions with the County appraiser, the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

{S] Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

[6] Based on data from County Assessor, the decrease in value from FY 2008~2009 to FY 2009-2010 was due to an increase in the exemptions.

[7] Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County relAsed the assessed value of the parcels to reflect the market value.

[8} New parcels for FY 2009--2010 as a result of parcel changes from the prior year.

[9] FY 2008-2009 assessor parcels that did not ha-.e matching FY 2009--2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summalizes new development that may increase assessed values
within thc Projcct Area in the future. For purposes ofthis analysis, however, we have
conservatively assumed that there will not be any increase in assessed values for
future years as a result of such new development within the Project Area.

,,
Project Description

The proposed Stella at Five Points project is a $33
million for-sale condominium project with a total of 85
units, 14-one bedroom units and 74-two bedroom units.

i Stella at Five Points Thirteen units will be affordable to fanlilies earning no
more than 100 percent of the area median income. As of
May 10, 2010, the project was in bankruptcy and will be
sold at auction. CUlTent bank owned plans may include
changing the use to rentals. Projected completion date:

2010

The proposed Point Loma Townhomes project, a $15
million mixed-use project. As proposed, the project will I

I Point Loma Townhomes include a total of 47-units; 30-3 bedroom/15-2 bedroom
and 2-1 bedroom units. Developers al'e also including
23 boat slips, underground tandem parking and 3,700

square feet of retail. Estimated completion date: 2012

C.W. Clark has proposed a $33 million, 84,000 square
Bayview Plaza fcet commercial development at the corner of

Clairemont Drive and Morena Boulevard. Estimated
completion date: 2011

Brian Rucker has proposed a $10 million, mixed-use
development at the corner of Voltaire and Las Lomas

Point Plaza Street. The proposed project will have 24 rental units
including 2 affordable units and 1,260 SF commercial.

Plans are cUlTently being processed by the City.
Estimated completion date: 2012

C. TAX INCREMENT PROJECTIONS

Table 13 sunmlarizes the Fiscal Year 2009-201 0 assessed values and details how tlle
net tax increment is calculated. Exhibit A projects the tax increment to be generated
by the Project Area through Fiscal Year 2043-2044. DTA has estimated the future
tax increment based on the Project Area assessed valuation for Fiscal Year 2009
2010, utilizing the assumptions stated herein regal'ding current adjustments to the
increment.

For purposes of this analysis, we are using the Fiscal Year 2009-2010 County
Assessor's secured assessed value, which is lower than the Auditor's secured value,
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to calculate the projected annual tax increment. As discussed in Section II.D above,
Fiscal Year 2009-20 I0 includes a reduction in value for pending assessment appeals
and assessment appeals which were resolved aftcr the Fiscal Year 2009-2010
Assessor's Roll was finalized.

As discussed in Section II.D.2 above, the projections are based on a reduction in
value of 1% for Fiscal Years 2010-2011 and 2011-2012. We have then assumed no
change in value for Fiscal Year 2012-2013, an annual increase of I% each year
thereafter through Fiscal Year 2018-2019, and an annual increase of 2% each year
thereafter. Other than the I% and 2% annual increases as described above, we are
not showing the increase in values back to base values for any value reductions.
Actual reductions or increases in assessed value will vary.

The real property value described above is added to the value ofpersonal property,
which includes secured and unsecured personal property within the Project Area less
unsecured exemptions for Fiscal Year 2009-201 O. The value ofpersonal properly is
assumed to remain constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base
year value, and the tax rate used in the calculation of gross revenue for Fiscal Year
2009-20 lOis the actual tax rate. This is assumed to decrease in subsequent years.
Unitary revenue and administrative charges result in adjustments to the net tax
increment, for which the assumptions were discussed previously. The set aside for
low and moderate income housing is shown as a separate line item.
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TABLE 13
FY 2009-2010 TAX INCREMENT REVENUE ESTIMATE

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secured

Unsecured Values [2]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Unsecured

Total Secured and Unsecured

FY 2009-2010
Taxable Value

$780,113,852
736,200,180

7,720,624

1,524,034,656
(74,459,985)

1,449,574,671

o
33,082,381
87,956,297

121,038,678
(14,997,838)

106,040,840

1,555,615,511

Base
Taxable Value

$309,396,748
341,745,458

16,480,762

667,622,968
(63,278,307)

604,344,661

o
22,651,109
53,711,922

76,363,031
o

76,363,031

680,707,692

Incremental
Taxable Value

$470,717,104
394,454,722

(8,760,138)

856,411,688
(11,181,678)

845,230,010

o
10,431,272
34,244,375

44,675,647
(14,997,838)

29,677,809

874,907,819

Estimated Valuation Adjustments
Assessment Appeal Valuation Reductions:

Adjusted Incremental Secured and Unsecured

(30,652,364) [3]

844,255,455

Gross Increment Revenue @
Unitary Revenue [5]
Supplemental Roll [6]
Offsets to Gross Estimated Revenue

Administrative Expenses [7]

Net Tax Increment Revenue

1.00930% [4] 8,521,070
18,029

o

(85,211)

8,453,888

Low/Moderate Income Housing Set-Aside Revenue

Housing Tax Increment Revenue

(1,690,778)

1,690,778

[1] Assessed values provided by the County Assessor as of 1/1/09,

[2J Based on information provided by the County of San Diego Auditor/Controller report "Val FHe~04 PSVVP70@" as of 1/1/09.

[3J Based on pending appeals for FY 2008-2009 and 2009-2010, and appeals which were resolved after the assessor roll was
finalized for FY 2009-201 O. Actual reduction based on appeals will vary.

[4] For purposes of this analysis we are using the FY 2009-2010 rate for TRA 008~256. Please note that TRA 008-987 has a total net
value of only $212,010.

[5J Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller.

[6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[7] Estimated at 1.000/0 of the gross revenue for the Project Area.

Fiscal Consultant Report
North Bay Redevelopment Project Area

Page 33
July 9, 2010



D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the
Agency. The report is based on estimates, assumptions and other infOlwation
provided by the City and developed from DTA's research and telephone discussions
with County staff, as well as our understanding of County tax procedures. The
sources of infoTIllation and basis ofthe estimates are stated herein. While we believe
that the sources of infoTIllation are reliable, DTA does not express an opinion or any
other form of assurance on the accuracy of such information. In addition, since the
analyses contained herein are based on legislation and County procedures, which are
inherently subject to uncertainty and variation depending on evolving events and
policy changes, DTA cannot represent that the results presented herein will be
achieved. Some assumptions inevitably will not mateliaIize and unanticipated events
and circumstances may occur; therefore, the actual results achieved will vary from
the projections.

J:\CLlENTS\SanDiego\Redevelopment\North Bay\FCRs\FCR_lNB~7.doc
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NORTH BAY
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2009 2010 2011 2012 2013 2014 2015 2016 2017
Fiscal Year Ending: 2010 2011 2012 2013 2014 2015 2016 2017 2018----------------------- --------- ------ ---------- ------ ---- ------------- --------- ------------ -------
Real Property 11] $1,414,936,428 $1,444,284,064 $1,429,841,223 $1,415,542,811 $1,415,542,811 $1,429,698,239 $1,443,995,222 $1,458,435,174 $1,473,019,526
Estimated Real Property Value Increase [2] 0 0 0 0 14,155,428 14,296,982 14,439,952 14,584,352 14}30,195
~medApp~alsIPro~_~_~~_~~~!ionfPropertyTransfer ImpacVNegative Prop 13 !3J (:-?,~~~c~~~l (14.442,841) (~~~~~~~~ 0 0 0 0 0 0----- ------ ----- ------------ ------------ ------------- -----
Total Real Property 1,444.284,064 1,429,841,223 1,415,542,811 1,415,542,811 1,429,698,239 1,443,995,222 1,458,435,174 1,473,019,526 1,487,749,721

!-?_~~:_?.therPr~e~~L___ 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083------- ------------- ------ ----- ----- ------ ----------- ----------- --------
Total Value 1,524,963,147 1,510,520,306 1,496,221,894 1,496,221,894 1,510,377,322 1,524,674,305 1,539,114,257 1,553,698,609 1,568,428,804

Incremental Value Over Base of $680,707,692 [5[ 844,255,455 829,812,614 815,514.202 815,514,202 829,669,630 843,966,613 858,406,565 872,990,917 887,721,112

Gross Revenue [6J 8,521.070 8,298,126 8,155,142 8,155,142 8,296,696 8,439,666 8,584,066 8,729,909 8,877,211
Unitary Revenue 18,029 18,029 18,029 18,029 18,029 18,029 18,029 18,029 18,029

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0

_!'!?perty.2.a.:.~.:!~~ralive~ee [7] ___J~~2..!1 (82,981) ___.J~_2.:2~_:! ____(81 ,55~! __.J~~?!21 (84,397) __(85,841) (87,299) __.J~_~~:'~!---- ---- -----
Net Tax Increment Revenue 8,453,888 8,233,173 8,091,619 8,091,619 8,231,758 8,373,298 8,516,254 8,660,639 8,806,468

Low/Moderate Income Housing Set-Aside Revenue (1,690,778) (1,646,635) (1,618,324) (1,618,324) (1,646,352) (1,674,660) (1,703,251) (1,732,128) (1,761,294)

Housing Tax Increment Revenue 1,690,778 1,646,635 1,618,324 1,618,324 1,646,352 1,674,660 1,703,251 1,732,128 1,761,294

!1J Includes secured end \ln~ec",ed land and improvement vah,e in 1he Projecl ArNlless seeured
exemptions lor FY 2009-2010. Secured value provided by lhe County A$ses$or as of 1/1109.
UosecUlad vailla provided by the County <>fSan Diego AuditorlController Repo,t "Val l'ile-04
PSWP70@"asoflI1109,

[2) Assumes no change in va)lle for Fiscal Yaar 2012_2013, an annual increase or 1% each year
1hereaftat throllgh Fiscal Yea, 2018_2019, and an annual increase of 2% each year thereafter-

[3) FY 2009-2010 redu'..1ion based on pending appeals for FY 2008-2009 and 2009-2010, and appeals
which were rasolltad after the assessor mil was una,zed (or FY 2009-2010. Bas~d on disO\lssions
with the County, it is estimated that the tola) real property valile COllnty"wida will be 'edllced by 1%
fo' FY 2010-2011 and FY 2011-2012 as a reslllt of Proposition 8, P,oposition 13, appeals, and
p,operty transfers, Actllal reduction from Proposilion B, appeals. and proparty transfers will vary. We
have assumed a raduction in value 011% for FY 2010-2011 and 2011-2012

[4J Includes secllred and unsacured personal property vallie in the Project less unsecured eyemptiollS
for FY 2009-2010. Sacured vah,e based on the final FY 2009"201Q Assessor Roll, Unsecurad valua
provided hy tha County of San Diego AwitorIControU",. We have assumed this value to remain
constant for aach suhse'luen\ year.

[5] Base vatue was adjusted from $683,472,024 to $689,090,229 in FY 2002-2003, to $685,571,701 in
fY 2000-2007, and to S680,70'1,5!'12 in FY 2007-2.008.

{51 The actuat tax rate of 1.00930% is used for FY 200;).,2010, A 1.00% tax rate is used lrom FY 2010
201110 1he end oftha projaction,

{71 Estimaled a11.00 percont of gross revenue fo, Ihe Project Area.
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NORTH BAY
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2018 2019 2020 2021 2022 2023 2024 2025 2026
Fiscal Year EndIng; 2019 2020 2021 2022 2023 2024 2025 2026 2027
------------------------------- -------- --------------- ---_.----- -------- ----- ----- ------- ------ --------------
Real Property [1J $1,487J49}21 $1,502,627,218 $1,532,679,762 $1,563,333,358 $1,594,600,025 $1,626,492,025 $1,659,021,866 $1,692,202,303 $1,726,046,349
Estimated Real Property Value Increase [2J 14,877,497 30,052,544 30,653,595 31,266,667 31,892,000 32,529,841 33,180,437 33,844,046 34,520,927

~~::~::?_!.'p.P..:'~~~~.?~Red~?ion/PropertyTransfer Impact/Negative Prop 13 [3J 0 0 0 0 0 0 0 0 0------ ------------- ----~- ------ ------- ----- ------- -~----- ----------
Total Real Properly 1,502,627,218 1,532,679,762 1,503,333,358 1,594,600,025 1,626,492,025 1,659,021,866 1,692,202,303 1,726,046,349 1,760,567,276

~?!_~:_?~~_::_~':::p"e!!y~__ 80,679,083 80,679,083 80,679,083 80,679.083 80,679,083 80,679,083 80,679,083 80,679.083 80,679,083--------------- --------- ------ ------ ----- ---------- ------------ ------------- ---------
Total Value 1,583,306,301 1,613,358,845 1,644,012,441 1,675,279,108 1,707,171,108 1,739,700,949 1,772,881,386 1,806,725,432 1,841,246,359

Incremental Value Over Base of $680,707,692 l5l 902,598,609 932,651,153 963,304,749 994,571,416 1,026,463,416 1,058.993,257 1,092,173,694 1,126,017,740 1,160.538,667

Gross Revenue [6] 9.025,986 9,326,512 9,633,047 9,945,714 10,264,634 10,589.933 10,921,737 11.260,177 11.605,387
Unitary Revenue 18,029 18,029 18,029 18,029 18,029 18,029 18,029 18,029 18.029

Adjustments 10 Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0

____~:.::e_::~y_2"~~_~~~i~~_t~~2..~ ee 17] _____~?~~?_?2 _J:3,265) __J:'?~::~_~ __..J:':.c.~:2.! __ (10~~~! ___l2~:~_~! _-i.~~~2! £~6~! __J2~~~~~!

Net Tax Increment Revenue 8,953,755 9,251,275 9,554,746 9,864,286 10,180,016 10,502,062 10,830,548 11,165,604 11,507,361

Low/Moderate Income Housing Set-Aside Revenue (1,790,751) {1,850,255) {1,910,949} (1,972,857) {2,036,O03} (2,100,412) (2,166,110) (2,233,121 ) (2,301,4'12)

Housing Tax Increment Revenue 1,790,751 1,850,255 1,910,949 1,972,857 2,036,003 2,100,412 2,166,110 2,233,121 2,301,472

{lJ Inch,des seemed and unsecured land and Improvement val"e in the Project Area les.~ sec"red
e~emptions for FY 2009-2010. Secure<! value prOVided by the Cormly Assessor as of 111109.
Unsecured value provided by the Cmmly of Sa" Diego Auditor/Controlle, Report "Vel File"{)4
PSWP70@"ilsof1/1I09

{2] Assumes no change in value lor Fiscal Yoar 2012-2013, an annolal increase of 1% each year
the,eafte, through Fiscal Year 2016---2019, and an ~nnoral increase of2% each yUaf Ihereafter.

PI FY 2{){)S-20l0 mdllction based on pending app<>als lor FY 2006---200g and 20ll9-20l0, and apl"'als
which Were resolved aft", the aSSesSof roll was finaHzed for FY 2009.201ll, eased on disc"ssions
wilh the County, it is estimated that the total real propertv val"e Counly_wide will be reduced by t%
for FY 2010~201l and FY 2011-2012 as a ,esult of Proposition 8. Proposi!ion 13, appeals. and
propertv transfe,,_ Actllal red"ction from Proposition 8, appeals. and property translers will vary. We
have asslimed a reduclion in value of 1% for FY 2ll10-2ll1 t and 2011~20l2.

(4) Includes seeurod and "nseclifed pe,-,;onal propatly value in Ihe Project less unsecllred exemptions
for FY 2llllfl.2ll1ll. Seemed val"e basad 01\ the fi,,~l FY 2ll09-201ll Assessor Roll. Unsecmed valLJe
provided by the COllnly of San Diego A"ditor/Controller. We have ass"med this value 1o remain
constant [Of each ",,,bseq,,ent yea!.

[5J Sase value was adjusted from $683,472,024 to $689,090,229 in FY 2ll02-2ll03, to $685,571}01 in
FY 2006-2007. and to $680,7ll7,692 in FY 2ll07-2008

[6J The actual tax late 011.0ll93ll% is used ror FY 2llll9-20lll_ A 1.ll0% tax rate is used from FY 2010
2011 to Ihe end oflhe projection

17] Estim~ted at 1.00 porc~nl of gross rev<m"~ fOT the Project Area
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NORTH BAY
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

HYEAR30"
2027 2028 2029 2030 2031 2032 2033 2034 2035

Fiscal Year Ending: 2028 2029 2030 2031 2032 2033 2034 2035 2036
------------------------- ------- ------------- ---- ---- ~--- ---------- ----- ---- ------------
Real Property [1J $1,760,567,276 $1,795,778,622 $1,831,694,194 $1,868,328,078 $1,905,694,640 $1,943,808,532 $1,982,684.703 $2,022,338,397 $2,062,785,165
Estimated Real Property Value Increase [2] 35.211,346 35,915,572 36,633,884 3'1,366,562 38,113,893 38,876,171 39,653,694 40,446,768 41,255,703
::::~_~::~ed App~~..::::.~_~_~!_~~~!ionfPropertyTransfer Impact/Negative Prop 13 {3] 0 0 0 0 0 0 0 0 0------ ---~------ ----- ------ ---- ---------- ---------~. ------ ----------
Total Real Property 1.795,778,622 1,831,694,194 1,868,328,078 1,905,694,640 1,943,808,532 1,982,684,703 2,022,338,397 2,062,785,165 2,104,040,868

~otaI2~~_::_~~?E::~~.l_:L____ 80.679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083------- ------------- -------- ------------ ------------- ----- ------ ------------ -----
Total Value 1,876,457,705 1,912,373,277 1,949,007,161 1,986,373,723 2,024,487,615 2,063,363,786 2,103,017,480 2,143,464,248 2,184,719,951

Incremental Value Over Base of" $680,707,692 [51 1,195,750,013 1,231,665,585 1,268,299,469 1,305,666,031 1,343,779,923 1"382,656,094 1,422,309,788 1,462,756,556 1,504,012,259

Gross Revenue [6] 11,957.500 12.316,656 12,682,995 13,056,660 13,437,799 13,826,561 14,223,098 14,627,566 15,040,123
Unitary Revenue 18.029 18,029 18,029 18,029 18,029 18,029 18,029 18,029 18,029

Adjustments 10 Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0

___~~::p_::!~2:..ax Ad~~~~~!~~ee [7] _.J.~~!~! ___(:~~.:..:?D _~26,83~ _l~~~ _J_:.:>~,:78) (138,266) ---.l~~~_~1 __l:~~,~~~l ..J.~,40~-----
Net Tax Increment Revenue 11,855,954 12,211,518 12,574,193 12,944,122 13,321,450 13,706,324 14,098,895 14,499,318 14,907,750

Low/Moderate Income Housing Set-Aside Revenue (2,371,191) {2A42,304} (2,514,839) (2,588,824) (2,664,290) (2,741,265) (2,819,779) (2,899,864) (2,981,550)

Housing Tax Increment Revenue 2,371,191 2,442,304 2,514,839 2,588,824 2,664,290 2,741,265 2,819,779 2,899,864 2,981,550

tt] Includes secured and unsecured land and improvement vahle in the Project Area less secllred
e~emp!;o!lS for FY 2009--2010. SeGlired vallw provided by the C"unly Assessor as of 1/11011
Unsecured value provided by lhe County of San Diego AUditor/Cont,olle, Report 'Val file-04
PSWP70@"asof111109.

!2J ;'ssumes no ~han\le in value for Fiscal Yea, 2012-2013, an annual inc,ease of 1% ea~h year
the'oaflelthroutlh Fiscal Year 2018_2019, and an annual increase of2% each year thereafte,.

!3J FY 2009-2010 ,edlJclion based on pending appeals for FY 2008-2009 and 2009-2010, and appeals
vAlich we,e ,esoived after the assesso, mil was finatized fo, fY 2009_2010. Based "" discussions
wilh lhe County, it is osUrnaled lhal the total real property value County-wide will be reduced by 1%
for FY 2010-2011 and FY 2011-2012 as a result 01 Proposition 8, ProposWon 13, appeals. and
property transfers. ACluai reduction from Proposition 8, appeals, and property transfers will vaf'J. Wa
have assumed a reduction In value of 1% for FY 2010-2011 and 2011-2012.

!4! Includes secured and unsec",ed personal property value in tho Project less unsecured exemptions
fo, FY 2009-2010. Secured vahle based on the final FY 2009-2010 Assessor RoH. Unsecmea vallie
provided by the COI",ty of San Diego AudilorlControlier. We have aSS'Wled this value to remain
conslant fOf each subsequent year.

15J Base vallie was adj",,\ed from $683,472,024 to $689,090,229 in FY 2002-2(){)3, 10 $685,571,701 in
FY 2008--2007, and to $680,707,692 in FY 2007-2008,

[61 The actllallax ,ale of 1,00930% is lIsed lor FY 2009_2010. A 1.00% lax rate is used from FY 2010
2011 to the end urthe projection,

[71 Estimated at 1.00 percent 01 g'oss ,evenlle tor the Projecl Area
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NORTH BAY
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

"YEAR 46"
2036 2037 2038 2039 2040 2041 2042 2043

Fiscal Year Ending: 2037 2038 2039 2040 2041 2042 2043 2044
------------- ---- ----- ------------- ------- ----- --- ----- -----
Real Property [1J $2,104,040,868 $2,146,121,686 $2,189,044,119 $2,232,825,002 $2,277.481,502 $2,323,031,132 $2,369.491,754 $2,416,881,590
Estimated Real Property Value Increase [2J 42,080,817 42,922,434 43,780.882 44,656,500 45.549,630 46,460.623 47,389,835 48,337,632
~~_~_':::.:d Appe~lslProp8 Reduction/Properly Transfer Impact/Negative Prop 13 [3J 0 0 0 0 0 0 0 0----------- ------ --- ----- ----------- -----------_.- -------- --------
Total Real Property 2,146,121,686 2,189,044,119 2,232,825,002 2,277,481,502 2,323,031,132 2.369,491,754 2,416,881,590 2,465,219,221

Total other P~?£:.~XJ~L_________ 80,679,083 80,679,083 80,679,083 80,679,083 80,679,083 80,679.083 80,679,083 80,679.083----- ------ ------------ ----- ---- --- ------ --------
Total Value 2,226,800,769 2,269,723,202 2,313,504,085 2,358,160,585 2,403,710,215 2,450,170,837 2,497,560,673 2,545,898,304

Incremental Value Over Base of $680,707,692 [5] 1,546,093,077 1,589,015,510 1,632,796,393 1,677,452,893 1,723,002,523 1.769.463,145 1,816.852,981 1,865,190,612

Gross Revenue [6J 15.460,931 15,890,155 16,327,964 16,774,529 17,230,025 17,694,631 18,168,530 18,651,906
Unitary Revenue 18,.029 18,029 18,029 18,029 18.029 18,029 18.029 18,029

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0
Property Tax Administrative Fee [7J _J.~~~,-~~~ _J.::_~,~??1 ___r~_~~~_?! ____~1!..!,!..~! ---_\!~~~! ___r!_~,~~_~ ___"E~.:~!~ --~~~~:~!------------

Net Tax Increment Revenue 15,324,350 15,749,282 16,182,713 16,624,812 17,075,754 17,535,714 18,004,873 18,483,416

LowfModerale Income Housing Set-Aside Revenue (3,064,870) (3,149,856) (3,236.543) (3,324,962) {3.415,151} (3,507,143) (3,600,975) (3,696,683)

Housing Tax Increment Revenue 3,064,870 3,149,856 3,236,543 3,324,962 3,415,151 3,507,143 3,600,975 3,696,683

[1) Indudes secured and unsecured land ;Jnd improvement VAlue in Ihe Projed AreA less seemed
exempti'ms for FY 2009·20Hl. Sewred value provkled by the CO\lOty Assossor as 4r 111/09.
Unsecured value provided by tile C4Unty 01 San Diego AuditurlC<>ntrolier Report 'Val FHe-04
PSWP70@"asof111109

[21 Assumes no change in value 10' Fiscal Year 2012-2013, an annual in~rease of 1% ea~h yea,
Ihereafter through Fiscal Year 2018.2019, and an annual increase 012% each year therealler.

[3J FY 2009·2010 ,eduction based on pending apP'lals fo, FY 2008-2009 and 2009-2010, and appeal!;
which were resolved aller the assessor roll was fina~l.ed lor FY 200S_2010. Based on discussions
with the County, it Is estimated that the Mal reAl property valu" County.wide will ba re<lu~ed by 1%
for FY 2010-2011 and FY 2011.2012 liS a result of Proposition 8, Proposition 13, appeals. and
property I'anslsrs, Actual 'eduction from Proposition 8, appeals. and property translers will vary. We

, have assumed a reduction in value or 1% for FY 2010·2011 and 2011_2012.

[4J Incl\ld"S seC\lred and Ul\s~cm"d personal property value inlhe Projeclless unsewred eY"mptions
for FY 2009-2010. Seemed valu~ based on the final FY 2009·2010 Assessor Roll. Unsewred valu"
p'ovided by the Co\rnty of SAn Diego AUdltor/Controlle'. We hav~ assl,med tills vatue to remai~

constant for each silbseq"enl year,

[5] Base value was adjusted f,om $683.472,024 to $6S9,090,229 in FY 2002-2003, 10 $685,571,701 In
FY 2000-2007. and to $680.707,6112 I~ FY 2007-201)8

[5] The aclual tax rale of 1.00930% is used lot FY 2009·2010. A 1.00% lax rate is us~d from FY 201(}.
2011 to the e~d of the project;o~

)7] Estimated at 1.00 percent of gmss revemle fOI fh" Project Area
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I. INTRODUCTION

The Redevelopment Agency ofthe City of San Diego (thc "Agency") anticipates issuing Tax
Allocation Bonds in the summer of 201 0 to be secured by housing tax increment revenues
from the North Park Redevelopment Project Area (the "Project Area"), as explained in
section I.C below. David Taussig & Associates, Inc. ("DTA") has prepared this Fiscal
Consultant Report (the "Report") to project housing tax increment revenues generated by the
increase in assessed value of real and personal property within the Project Area. In addition,
the Report describes the methodology and assumptions utilized in these projections,
evaluating the historic and current taxable values, the projected values ofnew construction,
the effects of pending assessment appeals, and thc propcrty tax collection and allocation
procedures of the County of San Diego (the "County").

A. NORTH PARK PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area
was adopted by the City Council of the City of San Diego on MaTch 4, 1997
(accomplished by Ordinance No. 0-18386). The main purpose of establishing the
Redevelopment Plan was to promote economic growth enhancement, infrastructure
improvement, expansion of employment and recreational opportunities, preservation
and expansion of housing stock, and retention and expansion of existing
neighborhood supporting businesses.

The Plan will remain in effect until thiliy (30) years from the date of adoption.
Pursuant to subdivision (a)(1) of Section 33333.2 ofthe Health and Safety Code, the
time limit on the establishment of loans, advances, and bonded indebtedness to be
funded through tax increment revenues is twenty (20) years from the adoption of the
Plan. Also, total outstanding bonded indebtedness ofthe Project Area to be repaid by
the allocation of taxes to the Agency is not to exceed $53 million at any point in
time. In accordance with subdivision (a)(3) of Section 33333.2 of the Health and
Safety Code, the time limit for the receipt of tax increment revenues is forty-five (45)
years. Please note that the Agency and the City of San Diego adopted Ordinance
19515 in July 2006 extending (i) the Plan effectiveness deadline to 2028 and (ii) tax
increment reccipt deadline by an additional year.

Tax Amount of Tax Maximum Maximum Time
Ordinance Increment Increment Amount of Allowed to Incur
Adopted Collection Collected to Bonded Bonded

Limit Date Indebtedness Indebtedness

March 4, 1997
46 YeaTs [2] $37,608,847 [3] $53 Million

20 Years from
[1] Adoption of Plan

[1] The Project Area is a post AB 1290 prc:iect area as discussed in Section III,F below.
[2] The time limit for the repayment of indebtedness is also 46 years.
[3] Total receipts for Fiscal Year 1999H 2000 through 2008-2009 as shown in Table 10.
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The Project Area is administered by the City Redevelopment Division of the
Community and Economic Development Department. The Project Area encompasses
555 acres of land, located 5 miles from downtown San Diego and next to Balboa
Park. Land uses in the Project Area include commercial, residential, retail, and light
manufacturing. Historic preservation and enhancement of single family homes is
key. The Project Area is bordered by Interstate 805 to the east, Park Boulevard to the
west, Adams Avenue to the north, and Dpas Street to the south.

B. COMPREHENSIVE AFFORDABLE HOUSING STRATEGY COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing
Opportunity Program in order to provide greater flexibility in financing affordable
housing projects throughout the City of San Diego. In July 2007, the Agency
approved four separate non-revolving housing lines of credit with San Diego
National Bank in an aggregate amount of $34 million secured by the housing set
aside funds from four project areas: City Heights ($11 million); Naval Training
Center ($7.1 million); North Bay ($8.6 million); and North Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing Opportunity
Program, including North Park's $7.3 million. To date, the Affordable Housing
Opportunity Program has provided approximately $26 million for affordable housing
projects in the North Park, San Ysidro, BaITio Logan, Crossroads, and City Heights
project areas.

Housing proceeds from the Series 2010 Bonds not needed for housing programs or
developer repayments in the Project Area will be available for projects in other
project areas through the Comprehensive Affordable Housing Collaborative
Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates a pooled taxable series oftax allocation bonds in the summer
of 2010 secured by housing tax increment revenues from the Project Area and the
City Heights, Crossroads, Naval Training Center, North Bay, and San Ysidro project
areas.

The proceeds of the pooled housing bonds are expected to be used for repaying bank
lines of credit and to finance a portion of the costs for low and moderate income
affordable housing projects within or of benefit to the project areas listed above.

D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent current uses ofaIIllual net tax increment revenues after
payments are made for AB 1290 pass-throughs.
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1. EXISTING NORTH PARK TAX ALLOCATION BONDS

In 2000 and 2003, the Agency issued tax allocation bonds for the Project
Arca in the amounts of $7,000,000 and $12,505,000, respectively. The
cun-ent amount outstanding for the Series 2000 bonds is $5,890,000. The
Series 2003 bonds were further bifurcated into Series 2003A (taxable) and
Series 2003B (tax-exempt) bonds. The cun-ent amount outstanding for the
Series 2003A and 20mB bonds is $5,845,000 and $5,360,000, respectively.
The Agency used approximately 25% of the proceeds of the Series 2000
bonds for housing purposes, and the Agency used approximately 41 % of the
proceeds of the Series 2003A bonds for housing purposes. None of the
proceeds of the Series 2003B bonds were used for housing purposes. Under
redevelopment law, the Agency may pay that portion of the scheduled debt
service on the Series 2000 bonds and Series 2003A bonds attributable to the
proceeds of such bonds used for housing purposes (or a total of 24% of the
combined debt service on the outstanding bonds) with housing set-aside
funds. The Agency cun-ently pays approximately 20% ofthe combined debt
service on the outstanding bonds with housing set-aside funds.

In 2009, the Agency issued tax allocation bonds for the Project Area in the
amount of$13,930,000. The current amount outstanding for the Series 2009
bonds remains at $13,930,000 with the first principal payment due in
September 2021. The Series 2009 Bonds are to be paid from the non-housing
tax increment revenues from the Project Area.

Housing set-aside funds for the Project Area will be used to pay the housing
portion of the existing Series 2000 and 2003 tax allocation bonds (up to
approximately 24% of the combined debt service on such bonds) pri.or to the
payment of debt service on the proposed Series 20 I0 Bonds.

2. AGENCY DEBT TO CITY

a. COMMUNITY DEVELOPMENTBLOCK GRANT PROGRAM

In 2008, the Office of Inspector General ("orG") of the U.S.
Department of Housing and Urban Development ("HUD") audited
the City's Community Development Block Grant ("CDBG") program
and issued an audit report to HUD which recommended that the City
initiate repayment plans for CDBG loans to the Agency. City and
Agency staffworked with HUD representatives over the past year to
develop a plan to add.ress the OIG's findings and have agreed upon a
10 year repayment schedule for thc CDBG program. A February
2010 report to the Agency Board and the City Council recommended
that staffbe directed to prepare a CDBG Loan Repayment Agreement
between the Agency and the City for future Board and City Council
approval. It was also recommended that the terms of the proposed
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Repayment Agreement include the following provisions, among
others: 1) that all repayments made by the Agency pursuant to the
Repayment Agreement and all obligations and any indebtedness of
the Agency to the City created by the Repayment Agreement shall be
subordinate to any pledge oftax increment to bond holders ofany tax
allocation bonds which have been or may be issued by the Agency;
and 2) that repayments by the Agency may be made using tax
increment funds, land proceeds, or other revenues of the Agency.

The total amount of outstanding CDBG loans for the Project Area as
of June 30, 2009 is approximately $2.83 million, of which
approximately $1.54 million is principal. Loans from the City were
provided in the years preceding and immediately following the
adoption of the Project Area, to pay the costs associated with
adoption and administration of the Project Area until a sufficient
stream of tax increment revenue was generated.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital
outlay, TransNet (transportation), and general funds. The City
utilized sales tax funds to capitalize initial project area activities such
as land acquisition, public improvements and administrative costs in
the Project Area and Crossroads and San Ysidro project areas. Tax
increment growth replaced the need for such capitalization. The
City's funding ofthese project areas was recorded as interest bearing
loans to the Agency.

The Project Area has approximately $162,000 in outstanding non
CDBG related debt to the City as of June 30, 2009, of which
approximately $149,000 million is principal. Loans from the City
were provided in the years preceding and immediately following the
adoption of the Project Area, to pay the costs associated with
adoption and administration of the Project Area until a sufficient
stream of tax increment revenue was generated.
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II. PROJECT TAXABLE VALVES

The County of San Diego Assessor (the "Assessor") determines the assessed valuations of
real and personal property in the Project Area. The secured roll is the County Assessor's roll,
which contains real property for which ad valorem taxes are secured by a lien on the
property, and the unsecured roll contains business personal property, for which ad valorem
taxes are not secured by a lien. The County assigns values to each Assessor's Parcel, which
is listed in tum by an Assessor's Parcel Number ("APN"). The County Assessor releases the
equalized County Assessor's roll on or prior to the first of July of each Fiscal Year. At this
time, the Auditor Controller compiles the tax roll based on this information. The Auditor
Controller assigns each APN to a Tax Rate Area ("TRA"), which is a geographic area
containing Assessor's Parcels with the same tax rates. The Project Area includes one TRA:
08-255. The Auditor Controller is responsible for combining the assessed values provided by
the Assessor for all APNs within the Project Area and releasing a report each July showing
the secured and unsecured values for the current and base year as well as the incremental
value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies
in the total net assessed values provided by each agency due to procedural differences and
timing of obtaining the data. Please note that Table 1 is based on values provided by the
County Auditor. Since the County Assessor's secured values are lower than the Auditor's
values, we have conservatively used the lower secured values in Tables 2,3, 11, and 12 and
the tax increment projections in Tables 13 and Exhibit A. The secured assessed values shown
in Tables 13 and Exhibit A are based on the County Assessor assessed values and the
unsecured assessed values shown in these tables are based on the County Auditor values.
Please note that the Fiscal Year 2009-20 I0 assessed values shown herein are dated as of
January 1, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic secured and unsecured taxable values in the Project Area
for Fiscal Years 1998-1999 through 2009-2010. These values, which are based on
information provided by the County of San Diego Auditor Controller, are shown in
Table l. As listed in the table, the Fiscal Year 1998-1999 base year value for the
Project Area is approximately $424 million in Fiscal Year 2009-2010.

As shown in Table I below, assessed values for property located within the Project
Area experienced double-digit percentage increases from Fiscal Year 2003-2004
through Fiscal Year 2007-2008. Much of this annual increase can be attlibuted to
value changes due to changes in ownership and new development which resulted in
the construction ofapproximately 458 new residential units since Fiscal Year 1998
1999.

In Fiscal Year 2009-2010, property located within the Project Area experienced a
decline in value of approximately 2.5% from Fiscal Year 2008-2009. Most of the
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reduetion in value was due to assessment appeals and Proposition 8 reduetions made
by the COWlty Assessor. Please see Seetion II.D.2 below for more infonnation
regarding the deeline in value for Fiseal Year 2009-2010.

Fiscal Co/tsultant Report
North Park Redevelopment Project Area

Page 6
July 9, 2010



Note: Table 1 is based on values provided by the Auditor \:vhile Tables 2, 3,11, and 12 are based on values provided by the County Assessor. Based on discussions with the County
Auditor/Controller and County Assessor, discrepancies in the total net assessed values are due to procedural ditlerences and timing in obtaining exemption data.

TABLE 1
HiSTORICAL TAX INCREMENT VALUES [2]

Year 10
FY1998-1999 FY1999_2000 FY 2000-2001 FY 2001_2002 FY 2002-2003 FY 2003_2004 FY 2004_200S FY 2005-2006 FY 2005-2007 FY 2007_2008 FY 2008·2009 FY 2009-2010

Base YearValue Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value
- ~~---~.~~

~~~_._.,--

---_._~".- ---~~~"

Secured Values [1}

"md $196,484,726 $206,156,479 $218,285,289 $238,555,524 $259.396,504 $289,602,435 $328,786,859 $416,522,646 $488,002,024 $583,794,621 $627,803,657 $605,817,982
Improvement 222,640,198 246,403,557 266,157,900 288,113,383 311,674,761 339,121,972 377,598,097 411,121,443 464,133,877 543,836,645 549,805,774 543,408,736
Personal Property 2,523,329 1,311_398 1,845,740 1,498,222 139,969 129,455 1,034,585 1,345,318 1,263.082 2,284,650 2,134,494 2,083.547

Gross Value 421,648,253 453,871,534- 486,288,929 528,168,129 571.211,234 628,853,862 707,419,541 828,989,407 953,398,983 1,129,915,917 1,179,743,925 1,151,310,265
Less Exemptions (8,911,306) (8,912,36~) (9,775,238) (9,690,960) (10,735,089) (11,674,496) (12,535,963) (13,282_156) (14,545,386) (15,104,908) (28,172,859) (30,893,629)

Tobl Secured ~j'j6;947 444,959,169 476,513,691 518,477,169 560,476,145 617,179,366'· 694,883,578-- 815,707,251 --938,853,597 1,114,811,009 1,151,571,066 1,120,416,636

Unsecured Value.s [1J

,,"" 0 0 0 0 0 0 0 0 0 0 0 0
Improvemer~ 4.348,700 6,058,451 5,994,277 5,261,490 5,454,610 7,915,990 5,973,344 5,822.960 5,848,373 5,798.817 6,114,373 7,865,765
Personal Property 6.465,383 9,764,052 10,219_519 10,093,737 10,325,188 12,351,410 11,613,698 11,144.665 12,097,153 12,972,017 12,338,763 12,394.902

Gross Value 10,814,083 15,822,503 16,213.796 15,355.227 15,779,798 20,267,400 17,587,042 16,967,625 17.945,526 18,770.834 18,453,136 20.260,667
Less Exemptions 0 0 (304,679) (445,838) (114,762) (675,494) (701,121) (655,788) (656,536) (1,610,655) (1,294,381) (1,192,506)

Total Unsecured 10,814,083 15,822,503 15,909,117 14,909,389 15,665,036 19,591,906 16,885,921 16,311,837 17,288,990 17,160,179 17,158,755 19,068,161

Total Secured and Unsecured 423,551,030 460,781,672 492,422,808 533,386,558 576,141,181 636,771,272 711,769,499 832,019,088 956,142,587 1,131,971,188 1,168,729,821 1,139,484,797

Percentage Change in Total Value NA 8.79% 6,87% 8.32% 8,02% 10.52% 11.78% 16.89% 14,92% 18.39% 3.25% -2.50%

Base YearValue 423,551,030 423,551,030 423,551,030 423,551,030 423,551,0311 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030

Incremental Value 0 37,230,642 68,871,778 109,835,528 152,590,151 213,220,242 288,218,4-69 408,468,058 532,591,557 708,420,158 745,178,791 715,933,767

Percentage Change in Incremental Value NA NA 84.99% 59.48% 38.93% 39,73% 35.17% 41.72% 30,39% 33,01% 5.19% -3.92%

[11 Based on information provided by the County of San Diego AuditorlControUer as indicated in "Report Val File-04 PSVVP70@".
2 Assessed values as 01 111 olthe iritial aroleachfiscal ar i.e, 111/08 lor FY2008-2009

--~~'"
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B. VALVES BY LAND USE TYPE

The Project Area includes a combination of land uses based on an analysis of the
Fiscal Year 2009-2010 Assessor's roll. This allocation indicates that 73.81 % ofthe
Project Arca valuation is attributable to residential land uses (including 62.49% of
multifamily rcsidential and condominium land use, and 11.23% of single family
residential land use), 24.49% of the value is attributable to commercial property (of
which 4.99% is retail and 15.51 % is office space), 0.61 % is attributable to industrial
property, and 1.09% of the value is attributable to institutional, recreation and
miscellaneous property. The breakdown by land use type is shown in Table 2.

TABLE 2
FY 2009·2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use[1] No. of Parcels [1] Units Assessed Value [2] Net Assessed Value

Residential Property(land use codes 07 through 19)

Vacant Residential 15 0 $1,014.295 0.09%

Single Family Residential 556 557 $124,873,665 11.23%

MUlti-Family Residential 818 4,951 $412,313,086 37.10%

Condominium 1,395 1,395 $282,222,203 25.39%

Miscellaneous 1 0 $126 0,00% .

Subtotal 2,785 6,903 $820,423,375 73,81%

Commercial Property (land use codes 20 through 39)

Office Space 378 NA $172,425,234 15.51%

Retail 51 NA $55,411,221 4.99%

Vacant Land 32 NA $7,145,531 0.64%

Other Uses 54 NA $37,248,727 3.35%

Subtotal 515 NA $272,230,713 24.49%

Industrial Property (land use codes 40 through 49) 23 NA $6,740,320 0.61%

Institutional Property (land use codes 70 through 79) 21 NA $9,636,076 0.87%

Recreational Property (land use codes 80 through 84) 3 NA $537,681 0.05%

Miscellaneous Use (land use codes 88 through 89 and 00) 12 NA $1,909,471 0.17%

Total 3,359 6,903 $1,111,477,636 100.00%

1] Includes parcels with a net assessed \,(llue equal to $0, ExcllKJes parcels owned by public agencies based on final FY 2009-2010 Assesssors Roll.

2J Assessed Vollues pro~ded by the County Assessor as of 111109, Land use codes pro,,;ded by the County Assessor.

Note: 1 able lIS based on values prOVIded by the Audltor whIle Tables 2, 3,11, and 12 are based on values provldedby the
County Assessor. Based on discussions with the County Auditor/Controller and County Assessor, discrepancies in the total
net assessed values are due to procedural differences and timing in obtaining exemption data.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees £i'om thc Fiscal Year 2009-201 0 equalized roll.
The table shows the assessee name/owner, the land use of Assessor's Parcels under
their ownership, the number of Assessor's Parcels under thcir ownership, the total
net assessed valuation under their ownership, the percentage ofthc total Project Area
assessed value represented by that owner's property, and the percentage of the total
Project Area incremental value represented by the applicable owner's property.

As ofMay 10,2010, all top ten assessees are current in the payment oftheirproperty
taxes.
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TABLE 3
FY 2009-2010 TOP TEN ASSESSEES

Total Secured Net Percent of Secured Percent of
Owner Land Use No. of Parcels [1] Assessed Value [2] Total Net Value Incremental Value

Hampstead Lafayette Hotel LLC HotellMotel 1 $12,638,046 1,14% 1.77%
Arbor Terrace Multi-Family Residential 8 $10,838,240 0.98% 1.51%
Rancho-Sunrise Hotel Corporation Store Building, Garage/Parking LotlUsed 5 $10,632,884 0.96% 1.49%

Car Lot, Vacant Commercial
American Stores Company LLC Grocery/Drug Store 1 $8,383,543 0.75% 1.17%
Garfield Beach CVS LLC & 91418an Diego CA-CM LP GrocerylDrug Store 1 $8,219,160 0.74% 1.15%
Vans Companies Inc GrocerylDrug Store 1 $6,778,108 0.61% 0.95%
McEwen Otay LLC & Wiesner Carol B Trust 02-21-95 Store Building 1 $6,614,700 0.60% 0.92%
NPW2930 LLC Store Building, Vacant Commercial 2 $6,431,100 0.58% 0.90%
Ventas Realty LP Hospital 1 $5,873,539 0.53% 0.82%
Hamlin Family Trust 04-19-00 Multi-Family Residential 3 $5,804,940 0.52% 0.81%

Grand Total NA 24 $82,214,260 7.40% 11.48%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS: $50,711,873
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS: $82,214,260
SECURED TOTAL NET ASSESSED VALUE: $1,111,477,636
TOTAL TAX INCREMENT VALUE; $715,933,767

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE: 4.56%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE: 7.08%

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE: 7.40%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE: 11.48%

[1 J Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssors Roll.

[2J Assessed values pro\ided by the County Assessor as of 1{1/09.
"
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

If a property owner believes that the assessed value is inaccm-ate, an appeal
may be filed with the County Assessment Appeals Board dm-ing a period
between July and November of each fiscal year. A resolved appeal may
produce a reduction in the original contested value and a refund to the
property owner for overpaid property taxes. Ifthe appeal is withdrawn, there
is no change in the original value.

Dm-ing a real estate market downturn, the market value ofproperty may fall
below the assessed value. Under State law, Proposition 8 allows property
owners to apply for a temporary reduction in assessed value to match the
current market value. As market values increase, the assessed property values
will also increase up to the original assessed value (plus the annual California
Consumer Price Index (the "CPI") increase, not to exceed 2%, as stipulated
by Proposition 13).

In addition, the County Assessor's office allows property owners to file a
Proposition 8 reduction request to their area appraiser between January and
May ofeach fiscal year in order to reduce the assessed value oftheir property
without having to file an assessment appeal with the County Assessment
Appeals Board, otherwise known as an informal review. The County
Assessor's office provides this option to property owners in order to limit the
number of assessment appeals requiring hearings before the County
Assessment Appeals Board. In order to calculate the reduced assessed value,
the area appraiser will use several variables, including the date of
constmction, land use type, and recent comparable sales from the
sm-rounding area.

A property owner may file multiple appeals for one parcel (for the sanle or
different fiscal year), resulting in a parcel having several appeals being
reviewed by the County Assessment Appeals Board at any time. Based on
discussions with the County Assessment Appeals Board, in cases where
multiple appeals have been filed on one parcel, typically one appeal will be
resolved and subsequent appeals will not result in further reductions ofvalue.
Therefore, for purposes of this analysis, DTA has assumed only one appeal
resulted in a reduction in value, and subsequent pending appeals will result in
no change in value.

As of March 8, 2010, there were 162 umesolved appeals for 148 parcels
within the Project Area. Tables 4 tlu'ough 7 show recent historical assessment
appeals in the Project Area, providing the following information: fiscal year
in which appeal was received, land use, owner/applicant name, number of
parcels being appealed by owner/applicant, whether or not appeal is for
Proposition 8, number of pending appeals included in our analysis (when
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multiple appeals have been filed on one parcel), the status of the appeal, the
contested assessed value, the applicant's opinion of value, the proposed
changed value for pending appeals or board approved value for resolved
appeals, and the impact of the changed valucs.

2. ApPEALS INFORMAnON PROVIDED BY THE COUNTY

The County Assessor has provided the following information for inclusion in
this Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of
assessed values of real property during their "informal" review
process (I/I/2009 - 5/30/2009) for such fiscal year. In addition to
the 32,000 informal applications, the County Assessor's office was
proactive and, on its own, reduced the assessed values for
approximately 72,000 properties County-wide. Less than 3,500 of
the 104,000 total reductions were for non-residential properties.
When the County Assessor's office receives a large number of
requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to
review the entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447
"formal" assessment appeal applications were received for Fiscal
Year 2009-201 0 during the County's formal review period (7/2/2009
- 11/30/2009) for such fiscal year. Because these appeals are going
through the County's fonnal process, any reductions to value will
take longer to appear on the tax roll than reductions made through the
County's informal appeal process described above.

For the Fiscal Year 201 0-201 I roll, the County Assessor estimated a
County-wide reduction in net assessed value of approximately 1.0%
from the Fiscal Year 2009-2010 roll. This reduction is based on
economic factors such as lower sales prices, reduced levels of new
construction, Fiscal Year 2009-20 I0 appeals/reductions, as well as
the 0.237% decline in the CP1 which will be applied to all property
subjcct to Proposition 13 (rather than the typical 2% annual increase).
For Fiscal Year 2011-2012, thc County Assessor estimates a County
widc reduction similar to Fiscal Year 2010-2011, based on historical
trcnds.

In order to estimate the magnitude of the Fiscal Year 20 I0-201 I
change in value for the Project Area, DTA compared the Project Area
reduction in value from Fiscal Year 2008-2009 to Fiscal Year 2009
2010 to the County-wide reduction in value for the same period.
Based on discussions with the Agency, the Project Area is anticipated
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to experience declines larger than the County-wide average due to
project specific factors. Therefore, we have assumed a reduction in
value of3% and 2% for Fiscal Years 2010-2011 and 2011-2012,
respectively. The chart below summarizes the reduction in assessed
values and its impact on incremental value.

Actual 2009-20 I0
Estimated 2010-2011
Estimated 2011-2012

-1%
-1%

-3%
-2%

-4%
-5%
-4%

[1] Based on infonnation provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

For purposes of the analysis, DTA researched the pending and recently
resolved assessment appeals to determine how tax refunds as a result of
appeals might reduce the tax increment received by the Agency from the
Project Area.

For pwposes of this analysis, DTA excluded any appeals which were
withdrawn by the applicant. In addition, DTA has assumed that pending
appeals will result in a reduced value equal to the greater of the applicant's
opinion ofvalue or 86% ofthe contested value. The estimated reduction for
pending appeals is based on an analysis of resolved assessment appeal data
for property in the Project Area and other project speeifie factors and
estimated County-wide value reductions going forward as explained in
Section ILD.2 above.
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4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, a total oftwo appeals wcre filed in the Project Area as shown in Table 4. Both appeals with a total
Fiscal Year 2006-2007 assessed value 0[$2,976,900 were resolved with a reduction in value 0[$30,000 [or Fiscal Year 2006-2007,
a 1.0 I% decline.

TABLE 4
FY 2006-2007 ASSESSMENT APPEALS

Numberof
Pending

Numberof Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of ResolvedJ ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analysis Assessed Value Value Pending Value Change Assessed Value

Pendjng Appeals 0 a 0 $0 $0 $0 $0 0,00%

Resolved Appeals
Residential
INOrvlDUAL HOMEOWNERS 2 1 $2,976,900 $2,335,000 $2,946,900 1$30,000) -1.01%
Subtotal ~ Residential 2 1 NA $2,976,900 $2,335,000 $2,946,900 ($30,000) -1.01%

Pending Appeals 0 0 0 $0 $0 $0 '0 0.00%
Resolved Appeals Priorto Final FY 2009·2010 Assessor Roll 2 1 NA $2,976,900 $2,335,000 $2,946,900 ($30,000) ~1.01%

Resolved Appeals After Final FY 2009~2010Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%

Total FY2006-2007 Pending and Resolved Appeals 2 1 NA $2,976,900 $2,335,000 $2,946,900 ($30,000) -1.01%
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5. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of 55 appeals were filed in the Project Area as shown in Table 5. All 55 appeals with a total
Fiscal Year 2007-2008 assessed value of$25,453,336 were resolved with a total reduction in value of$3,310,617 for Fiscal Year
2007-2008, a 13.0 I% decline.

TABLE 5
FY 2007-2008 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpacUValue Change of

Land Use/Applicant Name Appeals Appeals Analysis Assessed Value Value Pending Value Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential
INDNlDUAL HOMEOWNERS 53 49 $23,910,297 $17,973,153 $20,872,719 ($3,037,578) -12.70%
Subtotal- Residential 53 49 NA $23,910,297 $17,973,153 $20,872,719 ($3,037,578) -12.70%

Non-Residential
MILAN KAISER 1 1 $1,353,039 $811,000 $1,100,000 ($253,039) ~18.70%

TRENTON RILEY WATERLOO PROPERTIES LLC 1 a $190,000 $150,000 $170,000 ($20,000) -10.53%
Subtotal - Non-Residenlial 2 1 NA $1,543,039 $961,ODO $1,270,000 ($273,039) ~17<69%

Pending Appeals 0 a a $0 $0 $0 $0 0.00%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 52 47 NA $21,514,160 $16,343,153 $18,662,719 ($2,851,441) ~13.25%

Resolved Appeals After Final FY 2009-201 0 Assessor Roll 3 3 NA $3,939,176 $2,591,000 $3,480,000 ($459,176) -11.66%
Total FY 2007-2008 Pending and Resolved Appeals 55 50 NA $25,453,336 $18,934,153 $22,142,719 ($3,310,617) -13.01%
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6. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of204 appeals were filed in the Project Area
as shown in Table 6. Three appeals were resolved with no change in value for Fiscal
Year 2008-2009. In addition, 137 appeals with a total Fiscal Year 2008-2009
assessed value of $64,329,275 were resolved with a total reduction in value of
$8,968,601 for Fiscal Year 2008-2009, a 13.94% decline.

For the remaining 64 pending appeals tlu·ough Fiscal Year 2008-2009 with a
combined total Fiscal Year 2008-2009 assessed value of $33,228,987, DTA has
estimated a total reduction of$3, 191,690 which represents 9.61 % of the contested
value as described in Section ILD.3 above.
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TABLE S
FY 2008-2009 ASSESSMENT APPEALS

Numberof
Pending

Numberof Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved I ImpactlValue Change of

land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1J Change Assessed Value

Pending Appeals
Residential
ALLEMOC PROPERTIES, LLC 1 1 1 $649,458 $450,000 $558,534 ($90,924) -14.00%
AMPROP NORTH PARK LLC 1 1 1 $399,578 $302,614 $343,637 ($55,941) -14.00%
FOLEYPROPER1YASSETS LlC 1 1 1 $1,363.862 $546.000 $1,172,921 ($190,941) -14.00%
NORFOLK TERRACE PROPERTIES LLC 1 1 1 $300,900 $156,578 $258,774 ($42,126) -14.00%
PERIG PROPERTIES LLC [2J 2 2 1 $2,338,049 $1.267,055 $2,201,663 ($136,386) -5.83%
INDrvlDUAL HOMEOWNER 11, 2J 53 48 45 $24,117,356 $18,125,022 $22,010,353 ($2,107,003\ -8.74%
Subtotal- Residential 59 54 50 $29,169,203 $20,847,269 $26,545,882 ($2,623,321) -8.99%

Norr-Residential
7-ELEVEN, INC. #16073 1 1 1 $714,060 $448,500 $614.092 ($99,96S) _14.00%
MJK 30TH REAL ESTATE HOLDING CO. LLC 1 1 1 $728,000 $583,333 $626,080 ($101,920) -14.00%
MJK OCEANSIDE REAL ESTATE HOLDING CO., L 1 1 1 $1,061,207 $375,000 $912,638 ($148,569) -14.00%
ADAMS LLC 2602 1 1 1 $806,517 $484,000 $693,605 ($112,912) -14.00%
PAUL SLOMAN 1 0 1 $750,000 $640,000 $645,000 1$105,000) _14.00%
Subtotal- Norr-Residential 5 4 5 $4.059,784 $2,530,833 $3,491,414 ($568,370) -14.00%

Resolved Appeals
Residential
4438 OHIO LLC 1 1 $1,810,956 $1.250,000 $1,300,000 ($510,956) -28.21 %
4724 30TH STREETLLC 1 1 $1,196.460 $938,400 $1,000,000 ($196,460) -16.42%
CMC FAMILYLIMITED PARTNERSHIP 1 1 $936,360 $780,000 $800,000 ($136,360) -14.56%
CNC GMS INC 1 1 $1,363,863 $1,050,000 $1,100,000 ($263,863) -19.35%
L-20 LLC 2 2 $3,324,272 $2,217,347 $2,975,000 ($349,272) -10.51%
LCD ENTERPRISES LLC 1 1 $1,380,098 $1.251,160 $1,250,000 ($130,098) -9.43%
UPTOWN COMMUNmES LLC 2 2 $1,087,736 $700,000 $960,000 ($127,736) -11.74%
INDrvlDUAL HOMEOWNERS 125 124 $49,316,930 $35,515,176 $43,215,674 1$6,101,256\ -12.37%
Subtotal- Residential 134 133 NA $50,416,675 $43,702,083 $52,600,674 ($7,816,001) -12.94%

Norr-Residenlial
ANDRE LUSll 2 2 $1,061,207 $385,000 $1,061,207 $0 0.00%
BLUE SYCAMORE LLC 1 1 $897,522 $761,275 $760,000 ($137,522) _15.32%

JOHN WOODS 1 1 $936.360 $600,000 $800,000 ($136,360) -14.56%
NITA SHAH 1 1 $675,000 $472,500 $675,000 $0 0.00%
NORTH PARK RETAIL PARTNERS LP 1 1 $2,078,718 $1,000,000 $1,200,000 1$878,718\ --42.27%
Subtotal- Non-Residentlal 6 6 NA $5,648.807 $3,218,775 $4,496,207 ($1,152,600) -20,40%

Pending Appeals 64 58 55 $33,228,987 $23,378,102 $30,037,297 ($3.191,690) -9.61%

Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 109 108 NA $46,959,790 $33,484.178 $40.291,610 ($6.668,180) -14.20%

Resolved Appeals After Final FY 2009-201 0 Assessor Roll 31 31 NA $19,105,692 $13,436,680 $16,805,271 ($2,300,421) -12.04%

Total FY 2008~2009PendIng and Resolved Appeals 204 197 NA $99,294,469 $70,298,960 $87,134,178 ($12,160,291) -12.25%

[1] For any appeals that have not been resolved at this time, DTA has assumed the appeal resolved in favor of the applicant at a rate of86% of the contested value, based on resolved assessment appeals data for property in the Project Area since FY2006~

2007. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 14%.
[2J A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resutled in a reduction in value and subsequent pending appeals -Mil result in no change in value.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of 106 appeals were filed in the
Project Area as shown in Table 7. Eight appeals with a total Fiscal Year
2009-2010 assessed value of $10,625,475 were resolved with a total
reduction in value of $1,923,375 for Fiscal Year 2009-2010, an 18.10%
decline.

The remaining 98 appeals remain pending with a combined total Fiscal Year
2009-2010 assessed value of $82,761,070. DTA has estimated a total
reduction of $9,991,577 which represents 12.07% of the contested value as
described in Section II.D.3 above.
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TABLE 7
FY 2009·2010 ASSESSMENT APPEALS

Number of
Pending

Numberof Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved / ImpactlValue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1} Change Assessed Value

Pending Appeals
Residential
4222 -44TH STREET, LLC 1 1 1 $2,909,830 $2,200,000 $2,502,454 ($407,376) -14.00%
AMPROP NORTH PARK, LLC [2] 1 1 0 $407,569 $302,614 $407,569 $0 0.00%
FOLEY PROPERTY ASSESTS LLC [2] 1 1 0 $1,391,138 $557,000 $1,391,138 '0 0.00%
HIGHER CALL LLC [1] 1 1 1 $1,744,445 $1,509J51 $1,509,151 ($235,294) -13.49%
L-20 LLC [2] 1 1 0 $2,190,490 $1.900,000 $2,190,490 '0 0.00%
LEE TUSCANY, LLC 1 1 1 $3,659,159 $1,950,000 $3.147,393 ($512,366) -14.00%
LIM INVESTMENTS 1 1 1 $1,515.403 $1,050,000 $1,303,247 ($212,156) -14.00%
PERIG PROPERTIES [2] 2 2 1 $2,300,000 $1,204,145 $2,132,000 ($168,000) -7.30%
TEXAS STREET PROPERTYC & G 1 1 1 $719,854 $909,000 $619,074 ($100,780) -14.00%
INDrvlDUAL HOMEOWNER [1,21 66 64 64 $31,420,593 $23.391,475 $27,408.630 1$4.011,963) -12.77%
Subtotal- Residential 76 74 70 $48,259.081 $34,973,385 $42.611,145 ($5,647,936) -11.70%

Non-Residential
2602 ADAMS LLC {2] 1 1 0 $822.646 $329,000 $822,646 '0 0.00%
68TH ST SQ, LLC 2 2 2 $1,353,039 $947,127 $1,163,614 ($189,425) -14.00%
7-ELEVEN, INC #16073 [2] 1 1 0 $728,340 $550,000 $728,340 '0 0.00%
AHDHAODAD 2 2 2 $1,487,118 $975,000 $1,278,921 ($208,197) -14.00%
ANDRE LUSTI 2 2 2 $1,082,430 $350,000 $930,890 ($151MO) -14.00%
BEACH9141 SAN DIEGO CACM LP CfOCVS REALTYC 1 1 1 $8,219,160 $6,500,000 $7,068,478 ($1,150,682) -14.00%
CHURCHILL HERBERT 1 1 1 $1,565,802 $1,300,000 $1,346,590 ($219,212) -14.00%
AMPROP NORTH PARK, LLC 3 3 3 $4,146,435 $3,078,664 $3,565,934 ($580,501) -14.00%
APRO, LLC 1 1 1 $1,856,226 $U11,170 $U96,354 ($259,872) -14.00%
MJK OCEANSIDE REAL ESTATE HOLD!NG CO.LLC [2] 1 1 0 $1,082,430 $375,000 $1,082,430 '0 0,00%
MJKf30TH REAL ESTATE HOLDING CO., LLC [2] 2 2 1 $1,585,120 $1,166,667 $1,481,162 ($103,958) -6.56%
NATIONAL KFC 1 1 1 $832,876 $500,000 $716,273 ($116,603) -14.00%
SATIRASI, LLC 1 1 1 $757.701 $475,000 $651,623 ($106,078) -14.00%
SHAH FAMILYTRUST 2 1 2 $1,082,666 $757,866 $931,093 ($151,573) -14,00%
SUPERVALU-ALBERTSONS 1 0 1 $7,900,000 $6,288,000 $6,794,000 ($1,106,000) -14_:Z~
SUbtotal- Non-Residential '-""""22 20 18 $34,501,989 $24,703,494 $30,158,347 ($4,343,642) -12.59%
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TABLE 7 CONTINUED
FY2009·2010 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved f ImpacWalue Change of

Land UselApplicantName Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Resolved Appeals
Residentiai
INDIVIDUAL HOMEOWNERS 2 2 $460,000 $355,000 $390,000 ($70,000) ~15.22%

Subtotal - Residential 2 2 NA $460,000 $355,000 $390,000 ($70,000) -15.22%

Non-Residential
MCEWEN OTAY, llC 1 1 $6,614,700 $4,000,899 $5,112,100 ($1,502,600) -22.72%
JAMEl CHERIF 5 5 $3,550,775 $2,840,622 $3,200,000 ' ($350,775) -9.88%
Subtotal- Non-Residential 6 6 NA $10,165,475 $6,841,521 $8,312,100 ($1,853.375) -18,23%

Pending Appeals 98 94 88 $82,761.070 $59,676,879 $72,769,493 ($9,991,577) -12.07%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 0 0 NA $0 $0 $0 '0 0.00%

Resolved Appeals After Final FY 2009·2010 Assessor Roll 8 8 NA $10,625,475 $7,196,521 $8,702,100 ($1.923,375) -18.10%
Total FY 2009·2010 Pending and Resolved Appeals 106 102 NA $93,386,545 $66,873,400 $81,471,593 ($11,914,952) -12.76%

Grand Total- Pending Appeals $102,943,294 $74,942,777 $89,760,026 ($13,183,268) -12.81%
Grand Total- Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll $60,816,405 $44,174,768 $52,066,474 ($8,749,931) ·14.39%
Grand Total ~ Resolved Appeals After Final FY 2009-2010 Assessor Roll $32,067,516 $22,389,201 $27,451,164 ($4,616,352) -14AO%

GRAND T9!.AL· Pending and Res~!vedAppeals --- ~-.~

$195,827,~!~~ $141,506,746 $169,277,664 {$26,549,551) -13.56%

[1] For any appeals that have not been resolved at this time, DTA has assumed the appeal resolved in favor of the applicant at a rate of 86% of the contested value, based on resolved assessment appeals data for property in the Project Area since FY 2006-
2007. Actual resolved appeals in the Projec! Area since FY2006-2007 resulted in an average reduction of14%,
[2] A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulled in a reduction in value and subsequent pending appeals will result in no change in value.
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8. Top TAXPAYER ApPEALS

As of March 8, 2010, no appeals have been filed by any of the top ten
assessecs shown in Table 3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALVES

Due to the fact that the current real estate market downturn may last for several
years, we havc estimated an annual reduction ofassessed values through Fiscal Year
2011-2012. As discussed in Section ILD.2 above, we have assumed a reduction in
value of3% and 2% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase
of! % each year thereafter through Fiscal Year 2018-2019, and an annual increase of
2% each year thereafter. However, we are not showing the increase in values back to
base values for any value reductions other than the 1% and 2% annual increases as
desclibed above. It is important to note that the actual reduction to tax increment for
future years may be higher or lower for a number of different reasons, including
filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCAnON

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate
detennined by the County Assessor to the annual incremental assessed value of the
Project Area. The general ad valorem tax rate is $1 per $100 of assessed value. In
addition to this rate, an ovenide rate reflects the debt service for various agencies
which have issued bonds in the Project Area. Pursuant to Section 33670 (e) of the
Health and Safety Code, approved on November 8, 1988, tax increment revenues
cannot be calculated using property taxes generated from voter-approved bonded
indebtedness on or following January 1,1989. Table 8 shows the Fiscal Year 2009
2010 rates in the Project Area, separating the override amounts attributed to bonded
indebtedness by participating agencies which excludes those that started levying a
charge after January 1, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value.
DTA assumes a secured tax rate of $1.00 per $100 after Fiscal Year 2009-2010 as
the oven"ide rates usually decline over time as values increase and bonded
indebtedness is paid off.
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TABLE 8
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

Participating Agencies [1J

City of San Diego Zoologicai Exhibit
San Diego Unified Lease/Purchase
Metropoiitan Water District
County Water Authority

Subtotal

Non-Participating Agencies [2J

San Diego City Public Safety
San Diego Unified Bond Series 1999A
San Diego Unified Bond Series 2000B
San Diego Unified Bond Series 2001 C
San Diego Unified Bond Series 2002D
San Diego Unified Bond Series 2003E
San Diego Unified Bond Series 1998F
San Diego Unified Bond Series 1998G
San Diego Unified Bond Series 2006 F-1 Refunding
San Diego Unified Bond Series 2006 G-1 Refunding
San Diego Community College Bond 2003A
San Diego Community College Bond 2003B
San Diego Community College Bond 2006A
San Diego Community College Bond 2009C

Subtotai

Grand Total

FY 2008-2009 Rates for
TRA 008-255 [3J

1.00000%
0.00500%
0.00000%
0.00430%
0.00000%

1.00930%

0.00108%
0.00788%
0.00639%
0.00734%
0.00965%
0.01411%
0.00324%
0.00440%
0.00458%
0.00425%
0.00068%
0.00840%
0.00304%
0.00000%

0.07504%

1.08434%

FY 2009-201 0 Rates for
TRA 008-255 [3J

1.00000%
0.00500%
0.00000%
0.00430%
0.00000%

1.00930%

0.00113%
0.00868%
0.00717%
0.00824%
0.01074%
0.01514%
0.00351%
0.00496%
0.00464%
0.00362%
0.00213%
0.00917%
0.00845%
0.00507%

0.09265%

1.10195%

[1] Agencies that began levying an annual charge before January 1, 1989,

[2] Agencies that have been levying an annual charge after January 1, 1989.

[3) Tax rates based on information provided by the San Diego County Auditor/Controller.
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership ofproperty or new
construction. They are based on the difference between the prior year value and the
new value and can represent either a positive or negative impact to the Project Area
value. They are allocated to the Agency throughout the year and included in the ten
apportionments made each year to the Agency by the Auditor Controller. The history
of supplemental tax receipts in the Project Area is shown in Table 9. To be
conservative, future supplemental assessments aTe not projected.

TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Delinquenciesl Total
Year Roll Corrections RefundsfAdjustments Penalties Adjustments

1999-2000 $46,633.44 ($1,868.98) ($3,490.97) $0.00 $41,273.49

2000-2001 $170,136.31 ($950.85) ($13,697.20) $8,955.08 $164,443.34

2001-2002 $320,938.79 ($1,003.23) ($23,780.95) $14,699.25 $310,853.86

2002-2003 $413,173.87 ($472.29) ($26.975.47) $22,058.01 $407,784.12

2003-2004 $494,959.35 ($3,523.79) ($34,303.64) $28,167.79 $485,299.71

2004-2005 $902,383.85 ($5,00548) ($65,139.81) $31,547.38 $863,785.94

2005-2006 $886,859.28 ($748.33) ($67,563.06) $50,106.41 $868.654.30

2006-2007 $648,326.27 ($1,502.23) ($69,533.67) $79,482.40 $656,772.77

2007-2008 $1,028,735.50 ($4,518.76) ($100,205.53) $142,580.95 $1,066,592.16

2008-2009 $265,764.09 ($13,175.65) ($60,383.96) $276,064.57 $468.269.05

11 Based on information in the Anencv Trust Fund Summarv, prepared b the Auditor-Controller.

Tax increment payments can also be adjusted due to roll con'ections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to
later assessment appeals result in refunds for the taxes paid based on the original
value. The historical amounts of these adjustments are also shown in Table 9.

The histOlical percentage of tax receipts to the actual amount of taxes levied is
shown in Table 10. Please note that the total tax receipts collected often exceed the
amount levied due to collection ofpenalties and interest. The shortfall in Fiscal Year
2008-2009 can be attributed to delinquencies and lower revenues received by the
Agency from the supplemental roll than in prior years.
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TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1]

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

l. Reported Assessed Value
Total Project Value [2] $460,781,672 $492,422,808 $533,386,558 $576,141,181 $636,771,272 $711,769,499 $832,019,088 $956,142,587 $1,131,971,188 $1,168,729,821
Less Base Value 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030 423,551,030

Incremental Value 37,230,642 68,871,778 109,835,528 152,590,151 213,220,242 288,218,469 408,468,058 532,591,557 708,420,158 745,178,791
Tax Rate 1.11065% 1.11046%, 1.10928% 1.01820% 1.01177% 1.11827%, 1.11250% 1.00970% 1.00950% 1.00930%

IL Gross Tax Increment 413,502 764,794 1,218,384 1,553,673 2,157,298 3,223,061 4,544,207 5,377,577 7,151,501 7,521,090
Unitary Revenue 0 0 1,138 1,083 1,594 1,614 1,623 2,755 14,881 15,334
County Administrative Expenses (4,504) (5,138) (7,012) (12,326) (14,551) (28,136) (35,460) (43,559) (52,451) (68,719)

Total Computed Levy 408,998 759,656 1,212,510 1,542,431 2,144,341 3,196,538 4,510,370 5,336,773 7,113,932 7,467,705

Ill. Total Receipts [3J 445,221 912,867 1,498,177 2,078,180 2,610,446 3,711,294 4,889,797 5,860,397 7,930,701 7,671,766
Surplus/(Shortfall) 36,223 153,211 285,667 535,750 466,106 514,756 379,427 523,624 816,769 204,061
% Difference of Computed Levy [3] 108.86% 120.17% 123.56% 134.73% 121.74% 116.10% 108.41% 109.81% 111.48% 102.73%

{1] Fiscal Year 1999-2000 reflects the first year tax increment monies were collected.

[2] Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller as of 1/1 of the initial year of each fiscal year (Le. 111/09 for Fiscal Year 2009-2010)

[3] Actual receipts collected often exceed the amount levied due to penalties and interest collected by the Agency.
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C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable value of real and
personal property ofutilities, and since Fiscal Year 1988-1989, the values have been
assessed as a Countywide unit. There are several qualifications to the unitary revenue
disbursement: a taxing agency is entitled to receive the same amount of revenue as
the previous year as well as an increase of up to 2%, unless unitary revenues
decrease below a level adequate to provide each taxing agency with the same share
as the prior year. In this case, the unitary revenues will be reduced pro rata to all
agencies. The other component ofunitary allocation is significant when the assessed
valuation of unitary taxes increases by more than 2% in one year, in which case
revenues are allocated according to the percentage that each taxing agency in the
County receives for secured taxable values. As of Fiscal Year 1988-1989, when the
allocation procedures changed, it was determined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due
to the abovementioned procedure, no unitary revenues were received in years prior to
the creation of the Project Area in 1997.

Unitary revenue for the Project Area received as ofJune 30, 2009 was $15,334. The
Project Area received a proportion of the increased amount as it was entitled to
receive a share of the revenues. Assuming that the unitary revenues will stay at a
constant level in future years, DTA is conservatively estimating that the Project Area
will continue to receive the same amount.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to detennine property tax administrative
charges to local agencies in the proportion that is attributable to their property tax
administrative costs to the County. The average administrative charge from Fiscal
Year 2004-2005 through Fiscal Year 2008-2009 was approximately 0.78% ofgross
incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show the administrative charge as a
deduction to the gross revenue in the Project Area.

E. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code,
Section 33000 et seq.), the Agency is required to set aside 20% of all tax increment
revenues into a low and moderate income housing fund. For purposes of this
analysis, DTA assumes that the Agency will continue to set aside 20% of the tax
increment in order to improve, add to, or maintain the City of San Diego's supply of
low and moderate income housing in future years. Exhibit A, which projects future
tax increment revenues for the Project Area, indicates the amount set aside for low
and moderate income housing each year as a separate line item. The housing
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revenues are pledged to pay debt service on the proposed pooled housing bonds
described in Section I.B.

F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 ("AB 1290") was effective as of January I, 1994 and was
significant in that it put an end to the ability of public agencies to enter into "pass
through agreements" and instead the amounts to be paid to the affected taxing
agencies are automatically set at statutory levels of non-housing revenue. Since the
Project Area will not be pledging non-housing revenue for the proposed pooled
housing bonds described in Section I.B, the AB 1290 payments have been excluded
from Table 13 and Exhibit A.

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency infonnation for the Project Area was researched with the County on
May 10, 2010. As ofthis date, 202 parcels (6.02% of the total parcels) in the Project
Area had a delinquency rate of 4.21 % in the payment of secured Fiscal Year 2009
20 I0 property taxes to the County Tax Collector.

Infonnation regarding foreclosure proceedings for residential parcels within zip code
92104, which encompasses the majority of the Project Area, but also includes areas
outside the Project Area, was researched through RealtyTrac on May 13,2010. As of
this date, 455 residential properties had Notices ofDefault recorded with the County
of San Diego, 638 residential properties were undergoing a trustee's sale, and 833
residential properties were bank-owned. Please note that zip code 92104
encompasses over 22,000 residential units while the Project Area encompasses 6,903
residential units. Therefore, the actual number of residential properties within the
Project Area which are affected by foreclosure proeeedings will be less than stated
above.

H. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In July 2009, the State Legislature adopted AB 26 which required redevelopment
agencies to pay into their respective County Supplemental Educational Revenue
Augmentation Fund ("SERAF") an aggregate amount of$l.7 billion in Fiscal Year
2009-2010, of whieh approximately $56 million was the Agency's share, and an
additional $350 million in Fiscal Year 2010-2011, of which approximately $11.5
million is the Agency's share. On May 10, 2010, the Agency made the required
SERAF payment using prior-year Project Area non-housing tax increment revenues
on hand. Sinee the Project Area will not be pledging non-housing revenue for the
proposed pooled housing bonds described in Section I.B, no ERAF or SERAF
payments are shown in Table 13 and Exhibit A.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED V ALVES

Tables 11 and 12 present an analysis of the greatest changes in assessed value
between Fiscal Years 2008-2009 and 2009-2010. As shown in Tables 11 and 12, the
total assessed value for 963 residential parcels was reduced by $78,300,890
(percentage change from Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is 
21.14%) by the County Assessor for Fiscal Year 2009-201 0 as a result ofProposition
8 reductions, other assessment appeals, and changes in ownership. Ofthe remaining
residential parcels in the Project Area, 1,023 parcels increased in value by the 2%
inflation factor for Fiscal year 2009-201 0 and 730 parcels were increased in value by
greater amounts. The remaining 45 residential parcels increased by less than the 2%
inflation factor from Fiscal Year 2008-2009. In total, residential parcels in the
Project Area decreased in value for Fiscal Year 2009-2010 by $44,039,786, or
decreased by 5.14% from the residential property values for Fiscal year 2008-2009.
The Project Area decreased in total value by $30,619,887 (2.68%) for Fiscal Year
2009-2010.

More specifically, there were two propeliy owners in the Project Area whose total
value increased by $6,252,841 for Fiscal Year 2009-20 I0 due to a change in
ownership and new construction. There were also two parcels in the Project Area for
which the total value decreased by $1,689,674 for Fiscal Year 2009-2010 due to a
change in ownership to an exempt entity.
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TABLE 11

LARGEST CHANGES IN SECURED ASSESSED VALUE

(TOP TEN INCREASES AND DECREASES)

Reason for FY 2008-2009 Secured FY 2009~2010 Secured
Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

IC!E..Ten£i?rcels that Increased in Value
Arbor Terrace New Construction 8 $6,312,000 $10,838,240 $4,526,240 71.71%
Old Globe Theater Ownership Change 1 373,399 2,100,000 1,726,601 462.40%
K&L Property Holdings LP Ownership Change 2 819,088 2,065,000 1,245,912 152.11%
3137 EICajon Boulevard LP Ownership Change 2 0 1,220,946 1,220,946 0.00%
LV45 LLC Ownership Change 2 1,815,563 2,991,228 1,175,665 64.75%
Individual Homeowner Ownership Change 1 1,014,498 2,131,800 1,117,302 110.13%
Haddad Ahd Ownership Change 2 474,169 1,487,118 1,012,949 213.63%
Individual Homeowner Ownership Change 1 67,156 925,000 857,844 1277.39%
Malva Properties LLC Ownership Change 1 479,534 1,249,500 769,966 160.57%
Sloman Paul & YlmLnia Living Trust Ownership Change 2 §§3~4 j21()~200 §§6,30S 117.54%

Subtotal 22 11,939,301 26,279,032 14,339,731 120.11%

Top Ten Parcels that Decreased in Value
Renaissance Retail Partners LLC Ownership Change 1 2,078,718 1,200,000 (878,718) -42.27%
4438 Ohio LLC Proposition 8 Reduction 1 1,810,956 1,000,000 (810,956) -44.78%
Panah Mostafa, Keshavarz Abbas Increased Exemptions 1 805,628 16,434 (789,194) -97.96%
Individual Homeowner Proposition 8 Reduction 4 1,380,000 690,000 (690,000) -50.00%
Cnc Gaas Inc. Proposition 8 Reduction 1 1,363,863 900,000 (463,863) -34.01%
Individual Homeowner Proposition 8 Reduction 3 930,000 480,000 (450,000) -48.39%
Individual Homeowner Ownership Change 2 2,370,480 1,940,000 (430,480) -18.16%
Federal National Mortgage Assn Ownership Change 3 825,000 440,000 (385,000) -46.67%
Individual Homeowner Proposition 8 Reduction 1 1,380,099 1,000,000 (380,099) -27.54%
Individua! Homeowner Ownership Change £1 5,335000 4,975,000 (360002) :6.75.%

Subtotal 38 18,279,744 12,641,434 (5,638,310) -30.84%

All Other Parcels NA 3,299 1,111,878,478 1,072,557,170 (39,321,308) -3.54%>

Total 3,359 1,142,097,523 1,111,477,636 (30,619,887) -2.68%

[11 Assessed values provided by the County Assessor as of 1/1 of the inifial year of each fiscal year (Le. 1/1/09 for FY 2009-2010).
.-
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Current Assessee

Residential
Increase in Value (Greater Than 2%)
Increase in Value (Equal to 2%)
Increase in Value (Less Than 2%)
No change in Value [2]
Decrease in Value from Prop 8 Reduction Appeals [3J
Decrease in Value from Automatic Prop 8 Reductions [4]
Decrease in Value from Other Assessment Appeals [5]
Decrease in Value (Increased Exemption) [6J
Decrease in Value (Ownership Changed) [7]

Subtotal

Non-Residential
Increase in Value (Greater Than 2%)
Increase in Value (Equal to 2%)
Increase in Value (Less Than 2%)
No change in Value [2]
Decrease in Value from Prop 8 Reduction Appeals [3]
Decrease in Value from Automatic Prop 8 Reductions [4]
Decrease in Value from Other Assessment Appeals [5]
Decrease in Value (Increased Exemption) [6J
Decrease in Value (Ovvnership ChangedH!J

Subtotal

New Residential Parcels [8]
New Non-Residential Parcels [8]
Superceded Parcels [9]

Total

TABLE 12
LARGEST CHANGES IN SECURED ASSESSED VALUE

(BY RESIDENTIAL AND NON-RESIDENTIAL CATEGORIES)

FY 2008w2009 Secured FY 2009w2010 Secured

Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

730 $146,629,109 $173,658,370 $27,029,261 18.43%
1,023 357,810,227 364,965,490 7,155,263 2.00%

16 6,342,414 6,418,994 76,580 1.21%
29 7,981,354 7,981,354 ° 0.00%

2 519,990 450,000 (69,990) -13.46%
834 289,751,715 223,901,098 (65,850,617) -22.73%

° ° ° ° 0.00%
4 492,790 193,414 (299,376) -60.75%

123 47,573463 35492.556 (12,080,907) -25.39%
2,761 857,101,062 813,061,276 (44,039,786) -5.14%

49 19,293,147 28,191,298 8,898,151 46.12%,
487 233,728,310 238,402,483 4,674,173 2.00%

4 12,889,686 13,120,784 231,098 1.79%
19 ° ° ° 0.00%

° ° ° ° 0.00%
6 10,050,508 9,168,875 (881,633) -8.77%
1 190,000 173,400 (16,600) -8.74%
5 1,727,921 307,821 (1,420,100) -82.19%

1 2,676,364 1,689,600 ill§6,764) -36.87%
574 280,555,936 291,054,261 10,498,325 3.74%

24 NA 7,362,099 7,362,099 NA
0 NA ° ° NA
2 4,440,525 NA (4,440,525) NA

3,359 1,142,097,523 1,111,477,636 (30,619,887) -2.68%

1J Assessed values prol.ided by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2J A total of 5 residential parcels and 19 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
[3] Values based on the final Assessor's roll for each fiscal year. The reductions were a result of Proposition 8 appeals by property owners allowing a temporary reduction in assessed value based on decreasing market value.

[4J Based on discussions with the County appraiser, the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

[SJ Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

{6J Based on data from County Assessor, the decrease in value from FY 2008-2009 to FY 2009-2010 was due to an increase in the exemptions.

[7] Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County rel.ised the assessed value of the parcels to reflect the market value.

[8J New parcels for FY 2009-2010 as a result of parcel changes from the prior year.

[9J FY 2008-2009 assessor parcels that did not haw matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summarizes new development that may increase assessed values
within the Project Area in the future. For purposes of this analysis, however, we have
conservatively assumed that there will not be any increase in assessed values for
future years as a result of such new development within the Project Area.

Proj~ct Description

Constlllction of new commercial site containing approximately 14,969 square

North Park Retail Center
feet for a Fresh & Easy grocery store and retail space. The project began in

May 2009 and is anticipated to be completed by July 2010 with a value of
approximately $10 million.

•!

Lafayette Hotel
$4 million rehabilitation of 131-room historic hotel. It is anticipated that the

projcct will be completed by the end of 2011.

Agency proposing $4 million rehabilitation of commercial properties between

North Park Pilot Village
Grim and 31" Street on the south side of University Avenue as a keystone

project within the pilot village. Several parcels are available for sale and/or
lease. No timeline for completion has been established.

The rehabilitation of an existing vacant building at 2200 University Avenue

Bodhi Animal Hospital
into a veterinary clinic and animal hospital. Estimated completion date is

March 2011 with an expected increase in value of approximately $2.7 million.

The table below summarizes three new affordable housing projects which will result
in a reduction of assessed value due to property being classified by the County as
non-taxable and removed from the tax roll. It is expected that the three projects will
be owned and operated by a tax exempt non-profit entity. For purposes of this
analysis, we have assumed a reduction of future assessed value equal to the Fiscal
Year 2009-20 I0 taxable value of such properties.

Project Description !

Rehabilitation and conversion of an existing hotel and adjacent property on

Pathfinders of San Diego, Inc.
University Avenue into 16 affordable rental units for men dual-diagnosed for
mental and substance abuse problems. Constlllction expected to be completed

in June 2010. Value removed from 2010-2011 roll: $1,104,076

Constlllction of an 83-unit affordable rental complex on Florida Street just
south of University. The project includes the removal of 15 substandard

residences on a one-acre site. Property was purchased and removed ii'mil the
Arbor Crest North tax roll in Feblllary 2009. Commencement of constlllction is uncertain as it is

• ! dependent on obtaining tax credit awards. If the award is not received within
three years, the deed will return to the Housing Commission, but the property
will remain off the tax rolls. Value removed from 2009-2010 roll: $3,433,577

! Proposed affordable honsing project on EI Cajon Blvd between Florida and
Boulevard at North Park Alabama Streets. No timeline established. Value removed from 2011-2012

roll: $4,135,285
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C. TAX INCREMENT PROJECTIONS

Table 13 sunmmrizes the Fiscal Year 2009-201 0 assessed values and details how the
net tax increment is calculated. Exhibit A projects the tax increment to be generated
by the Project Area through Fiscal Year 2042-2043. DTA has estimated the future
tax increment based On the Project Area assessed valuation for Fiscal Year 2009
20 I0, utilizing the assillllptions stated herein regarding current adjustmcnts to the
increment.

For purposcs of this analysis, we are using the Fiscal Year 2009-2010 County
Assessor's secured assessed value, which is lower than the Auditor's securcd value,
to calculate the projected annual tax increment. As discussed in Section II.D above,
Fiscal Year 2009-201 0 includes a reduction in value for pending assessment appeals
and assessment appeals which were resolved after the Fiscal Year 2009-2010
Assessor's Roll was finalized. As discussed in Section IV.B above, the tax increment
projection includes a reduction in value due to property being classified by the
County as non-taxable and removed from the tax roll.

As discussed in Section II.D.2 above, the projections are based on a reduction in
value of3% and 2% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase
of I% each year thereafter through Fiscal Year 201 8-2019, and an annual increase of
2% each year thereafter. Other than the I% and 2% annual increases as described
above, we are not showing the increase in values back to base values for any value
reductions. Actual reductions or increases in assessed value will vary.

The real property value described above is added to the value ofpersonal property,
which includes secured and unsccured personal property within the Project Area less
ill1secured exemptions for Fiscal Year 2009-2010. The value ofpersonal property is
assumed to remain constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base
year value, and the tax rate used in the calculation of gross revenue for Fiscal Year
2009-2010 is the actual tax rate. This is assumed to decrease in subsequent years.
Unitary revenue and administrative charges result in adjustments to the net tax
increment, for which the assumptions were discussed previously. The set aside for
low and moderate income housing is shown as a separate line item.
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TABLE 13
FY 2009-2010 TAX INCREMENT REVENUE ESTIMATE

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secu red

FY 2009-2010 Base Incremental
Taxable Value Taxable Value Taxable Value

$605,817,982 $196,484,726 $409,333,256
543,408,736 222,640,198 320,768,538

2,083,547 2,523,329 (439,782)

1,151,310,265 421,648,253 729,662,012
(39,832,629) (8,911,306) (30,921,323)

1,111,477,636 412,736,947 698,740,689

0 0 0
7,865,765 4,348,700 3,517,065

12,394,902 6,465,383 5,929,519

20,260,667 10,814,083 9,446,584
(1,192,506) 0 (1,192,506)

19,068,161 10,814,083 8,254,078

1,130,545,797 423,551,030 706,994,767

Total Unsecured

Gross Value
Less Exemptions

Unsecured Values [2]

Land
Improvement
Personal Property

Total Secured and Unsecured

Estimated Valuation Adjustments
Assumed Appeals/Prop 8 Reduction/Property Transfer Impact

Adjusted Incremental Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5J
Supplemental Roll [6]
Offsets to Gross Esti mated Revenue

Adml nlstratlve Expenses [7]

Net Tax Increment Revenue

Low/Moderate Income Housing Set-Aside Revenue

Housing Tax Increment Revenue

1.00930% [4]

(21,233,197) [3J

685,761,570

6,921,392
15,334

0

(69,214)

6,867,512

(1,373,502)

1,373,502

[1] Assessed values pro'v1ded by the County Assessor as of 1/1/09.

[2] Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSVVP70@" as of 1/1/09.

[3] Based on pending appeals for FY 2008-2009 and 2009-2010, and appeals which were resolved after the assessor roll was finalized for
FY 2009-2010. Also includes a reduction for affordable housing projects that will result in property becoming tax-exempt. Actual
reduction based on appeals will vary.

[4] The actual tax rate of 1.00930% is used for FY 2009-2010. A 1.00% tax rate is used from FY 2010~2011 to the end of the projection.

[5J Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controlfer.

[6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[?] Estimated at 1.00% of the gross revenue for the Project Area.
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D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the
Agency. The report is based on estimates, assumptions and other information
developed from DTA's research and telephone discussions with County staff, as well
as our understanding ofCounty tax procedures. The sources of infonnation and basis
of the estimates are stated herein. While we believe that the sources of information
are reliable, DTA does not express an opinion or any other fonn of assurance on the
accuracy of such infonnation. In addition, since the analyses contained herein are
based on legislation and County procedures, which are inherently subject to
uncertainty and variation depending on evolving events and policy changes, DTA
cannot represent that the results presented herein will definitely be achieved. Some
assumptions inevitably will not materialize and unanticipated events and
circumstances may occur; therefore, the actual results achieved will vary from the
projections.

J:\CLIENTS\SanDiego\Redevelopment\North Park\FCRs\FCR_NP 1_9.doc
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NORTH PARK
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

DRAFT

Fiscal Year Ending:

Reai Property [1J
Estimated Real Property Value Incm3se [2]
~~sumed Ap~eals::rop 8!:!_?::~!ion/ProperlY Transfer Impact/Negative Prop 13 [3J

Tola! Real Property

~ta! other_~~?.p.'::'~~J~L _

Total Value

Incremental Value Over Base of:

Gross Revenue [5J
Unitary Revenue

Adjustments to Gross Revenue
Supplemental Roll

~ Property~~~~~~~:~~~':':.~~ee [6J

Net Tax Increment Revenue

Low/Moderate Income Housing Set-Aside Revenue

Housing Tax Increment Revenue

$423,551,030

2009 2010 2011 2012 2013 2014 2015 2016 2017
2010 2011 2012 2013 2014 2015 2016 2017 2018

----- --------- ---- ---- ------ -_._-------- ------ ------ ---------
$1,117,259,854 $1,096,026,657 $1,062,041,781 $1,036,665,661 $1,036.665,661 $1,047.032,3H $1,057,502,640 $1,068,077,667 $1,078,758,444

0 0 0 0 10,366,657 10,470.323 10,575,026 10,680,777 10,787,584

{~:.:..~_~.:.1-?~1 (~~~~876) (~~.:~!~.:_~~~ 0 0 0 0 0 0--------- --~--~-----
_.__._--- ---- -------- -_._---_._----

1,096,026,657 1,062,041,781 1,036.665,661 1,036,665,661 1,047.032,317 1,057.502,640 1,068,077,667 1,078,758,444 1,089,546,028

13,285,943 13,285,943 13,285,943 13.285.943 13,285,S43 13,285,943 13.285,943 13,285,943 13,285,943_.__._-_._-- ------ -----_._._--- ---------- ------- ------ ----._-- -------
1,109,312,600 1,075,327,724 1,049,951,604 1,049,951,604 1,060,318,260 1,070,788,583 1,081,363,610 1,092,044,387 1,102,831,971

685,761,570 651,776,6S4 626,400,574 626,400,574 636,767.230 647,237,553 657.812,580 668.493,35'7 679,280,941

6,921,392 6,517,767 6,264.000 6.264,006 6,367.672 6,472,376 6.578,126 6,684,934 6,792,809
15,334 15.334 15,334 15,334 15,334 15,334 15,334 15,334 15,334

0 0 0 0 0 0 0 0 0
_ {69,214}

~-~! ----~~.:~~.~! -~::.~~~ ___~~.:..677) --~~~.:!.~-~! ___J~~!~~! ___J?..?.:..~~! _._j~?:'::~!!!

6,867,512 6,467,924 6,216,700 6,216,700 6,319,330 6,422,986 6,527,679 6,633,419 6,740,216

(1,373,502) {1,293,585) (1,243,340) (1,243,340) (1,263,866) (1,284,597) (1,305,536) (1.326,684) (1,348,043)

1,373,502 1,293,585 1,243,340 1,243,340 1,263,866 1,284,597 1,305,536 1,326,684 1,348,043

[1J lncludcs sc~um<:l a~d unseclIfed law and impmve"",nl value in 1he Projed I~ss se~",e<! eyemplions lor FY
2009-2010. Secured value provided'by lhe County Assessor as of 111108. Unsecured vallie i>fOv;ded by lh"
Cou~ty of San Diego AudilorIControll'" Raport "Val Fil~"{)4 PSWP70@-asof111109.

i2) Assumas ~o change in val"" for Fi~cal Y~ar 2012-2013, an a"~lIal increase 011% each y~ar jh~r~aftp.rlhrough
Fiscal Year 2018-201S, and an annual increas" of 2% each year thereafter.

P) FY 200g-2010 red"ction based on pending appeals for FY 2009-2010 and appeals whidl wP.r" rN;Qlved alter
lhe assess"r r,,11 was Jinallzed for FY 2009-2010, Base<:l on disc"ssions with the Co"nty, it js estimated thalli'"
T"tal Real Pr"perty value County_wide win be reduced by 1% for FY 2010-2011 and FY 2011_2012 as a result
ot Proposition II, P,oposltion 13, appeals. and property lransfers, Actual te<!wction ft<:>m Proposition II, appeals
and property Iransfel~ Vl'ill vary. We have assllmed a rGduction in value of 3% and 2% for FY 2010--2011 artd
2011-2012, respectw~lv. In addition. FY 2009-2010, FY 2010·2011, and FY 2011-2012 i~d"d~ ,~duf-ljo~s fo'
the Pathfind~rsof Suo Dip.go. Arbor C,p.st NOrlh, and Bo"levard at Norlh Park affordable ho"si~g projeds which
are anticir>ated 10 become tax_exempt.

[4) InclUdes securwl and unsecured personal property value in thp. Projeclless U"Sp.cmed exemptiollS lor FY 2009·
2010. S~cured vaille based on the final FY 200s-.10 As~"-Ssor Roll. Unsecured value proVided by jh~ County 01
San Diego Auditor/Conlroller. We have as~umod this vallie to remain conslanllor each s<lbseq"c~ty~at.

[5] The act""lt". rate of 1.00!130% is u~ed for FY 2009_2010. A 1.00% lax rale is "sed lrom FY 2010--2011 10 Ihe
end of the projection.

[6J EStimated at 1.00 percent of gross ,evenue lort!le Project Area.
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DRAFT

Fiscal Year Ending:

Real Property [1J
Estimated Real Property Value Increase [2]

~~_~~:~p.!::'':!.~'':?.?..2~.':!'::~ion/Property Transfer ImpacVNegahve Prop 13 [3]

Total Real Properly

~!.~~~.:~~~~~-~~
Total Value

Incremental Value Over B@se of:

Gross Revenue [5J
Unitary Revenue

Adjustments 10 Gross Revenue
Supplemental Roli

_!~?~:!!,~~~~inis!~~.!:'::.~_~_ee [6J

Net Tax Increment Revenue

low/Moderate Income Housing Set-Aside Revenue

Housing Tax: Increment Revenue

$423,551,030

2018 2019 2020 2021 2022 2023 2024 2025 2026
2019 2020 2021 2022 2023 2024 2025 2026 2027

~--------- ---- ---------- ----------~ ------ ------ ~~-- ---------- ----~-

$1,089,546,028 $1,100,441,488 $1,122.450,318 $1,144,899,324 $1,167,797,311 $1,191,153,257 $1,214,976,322 $1,239,275,849 $1,264,061,366
10.895,460 22,008,830 22,449,006 22,897,986 23,355,946 23,823,065 24,299,526 24,785,517 25,281,227

0 0 0 0 0 0 0 0 0------- ------------- ---- ---- -------- ---~- ------------- ---------- --------
1.100,441,488 1.122,450.318 1,144.899.324 1,167,797,311 1,191,153,257 1,214,976,322 1,239,275,849 1,264,061,366 1,289,342,593

~~:~5,943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 :_~_~~":c?~----------- ---- ~-~-- --------- --~------- ---------- ----
1,113,727,431 1,135,736,261 1,158,185,267 1,181,083,254 1,204,439,200 1,228,262,265 1,252,561,792 1,277,347,309 1,302,628,536

690.176,401 712,185,231 734,634.237 757,532,224 780,888,170 804,711,235 829,010.762 853,796,279 879,077,506

6,901,764 7,121,852 7,346,342 7,575,322 7,808,882 8,047,112 8,290.108 8,537,963 8,790,775
15,334 15,334 15,334 15,334 15,334 15,334 15,334 15,334 15,334

0 0 0 0 0 0 0 0 0
__ (69,018) __J!.2:~:_~l _(73,46~ _£~~~_~l ___F8'~_f!1 __~~?.:::!_:l (82,901) _J~~_~l _{87,90~-------

6,848,081 7,065,968 7,288,213 7,514,903 7,746,127 7,981,976 8,222,541 8,467,918 8,718,202

(1,369,616) (1,413,194) (1,457.643) (1,502,981) (l,S49,225) (1,S96,39S) (1,644,508) {l,693,S84} (1,743,640)

1,369,616 1,413,194 1,457,643 1,502,981 1,549,225 1,596,395 1,644,508 1,693,584 1,743,640

(1) Includes secured and unsecllred land and imp.-ove"",nl valua in lhe Projeclless secured e.emplions for FY
2009_2010. Secured value proVided by Ihe County Assesso, as or 1/1/08, Unsecured Vallie prOVided by tI,e
Counly of San Diego Auditor/Conlmlle, Report 'Val FUe-04 PSWP70@"asofl/1/09.

[2J Assumes no change in vahle for Fiscal Year 2.012-2013, an annual increase of 1% each year thereafter thro'igh
Fiscal Year 20111-2019, and an annual increase of 2% each year thereafter,

[3J FY 2009-2010 'eduction bascd on pending appe~1s fOf FY 2009-2010 and appeals which were resclved after
the assessor foil was finalized fo, FY 2009-2010, Based on discussions with Ihe County, it is estimated that the
Tolal Real Pf"l'erty value COllnty-wide will be reduced by 1% fOf FY 2010·2011 and FY 201 1-2012 as a re~uft

of Propositon8, Proposition 13, appeals, and property transfers, Actual reduction ltom Proposition 8, appeais
and properly t,ansfers win vary. We have ass\lmed a reduclion in value (If 3% and 2% for FY 2010-2011 and
2011·2012, respectively. In addition, FY 2009..2010, FY 2010-2011, and FY 2011-2012 Include reductions for
the Palhfinders of San Diego, Arbor Crest North, and BO\llevam at Nnrlh ParI< afln'dable housing projects which
are anticipated to become la...e.empl

[4J InclUdes secured and unseclffed pe",onal p.-operly ~al\l" in th" Projed less "nsecmed e'emplions for FY 2009
2010. Secured value based on the flMI FY 2009_10 Assessor Roll, Unsecured value provided by the County of
San Diego Auditor/Controller. VIle have assumed this value 10 remalh conslant for Bach slibsequent year.

[5] The actualtaJ< rate or 1.00930% is used for FY 2009_2010. A 1.00% 1M 'ate is IIsed from FY 2010..201110 lhe
and oflhG projection,

[6J Estimated at 1.00 percent of gross ravenue lortha ProjeclAraa,
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NORTH PARK
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

DRAFT

Fiscal Year Ending:

Real Property !1]
Estimated Real Property Value Increase [2]
~~_~~_~.:? Appea~.::2::£'..~_r.:~_?~9!iOnIProperty Transfer Impact/Negative Prop 13 [3]

Total Real Property

!.?_t_~~_?~~.::_~~~:rty 14_J~ _
Total Value

Incremen1al Value Over Base of'

Gross Revenue [5]
Unitary Revenue

Adjustments to Gross Revenue
Supplemental Roll

____~~::p_~:!C~~~_~~~~trative ~ee [6]

Net Tax Increment Revenue

lowlModerale Income Housing Set-Aside Revenue

Housing Tax Incremenl Revenue

$423.551,030

"YEAR 30"
2027 2028 2029 2030 2031 2032 2033 2034 2035
2028 2029 2030 2031 2032 2033 2034 2035 2036
--- ------ -------- --------- -------------- ------ --~~- ------------

$1.289,342,593 $1,315,129,445 $1.341,432,034 $1,368,260,674 $1,395,625,888 $1.423,538,406 $1,452,009,174 $1,481.049,357 $1,510,670,344
25,786,852 26,302,589 26,828,641 27,365,213 27.912,518 28,470,768 29.040,183 29.620,987 30,213,407

0 0 0 0 0 0 0 0 0------------- ~-- ------------ ------------ ----------- -~~-- ------- ---------------- -----
1,315,129,445 1,341,432,034 1,368,260,674 1,395,625,888 1,423,538,406 1,452,009,174 1,481,049,357 1,510,670,344 1,540.883,751

13,285.943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 13.285,943 13.285,943 13,285.943--------- ------~ ------------- ----- --------------- ---~-- ---- ------------- -------
1,328,415,388 1,354,717,977 1,381,546,617 1,408,911,831 1,436,824,349 1,465,295,117 1,494,335,300 1,523,956,287 1,554,169,694

904,864.358 931,166,947 957,995,587 985,360,801 1,013,273,319 1.041,744,087 1,070,784,270 1,100,405,257 1,130,618,664

9,048.644 9.311,669 9,579,956 9,853,608 10,132,733 10,417,441 10JO'7,843 11,004,053 11,306,187
15,334 15,334 15,334 15,334 15,334 15,334 15,334 15.334 15,334

0 0 0 0 0 0 0 0 0

__J??.c.~~~ (93,117) ____~?~:~?_?l ___.J?~:~?~l --~?~~~ _J.:1.?~:_~!_~ __i:..??:9.?_~l _J.!.:0,041) __J..~~~:~?~
~--~-

8,973,492 9,233,887 9,499,491 9,770,406 10,046,740 10,328,601 10,616,099 10,909,346 11,208,459

(1,794,698) (1,846,777) {1,899,898) (1,954,081) (2,009,348) (2,065.720) (2,123,220) (2,181,869) {2,241,692}

1,794,698 1,846,777 1,899,898 1,954,081 2,009,348 2,065,720 2,123,220 2,181,869 2,241,692

!1j tncludes secured and unsecmed land and imp<ovemonl vallie in the Projeclless seclifad e~emplions lor FY
2009_2010. Secured value provided by the COllnty Assassnr as of 111108, Unsecme<i val"s proVided by the
County of San DJego AudilorlConlrolier Report 'val File·04 PSWP70@-asot111.109.

!2] Assumes no change in v~h,o fur Fiscal Yea' 2012-2013, an annual increase of 1% each yea, thereafter through
Fiscal Year 2018-21119, and an annual increas" 012% "ach y~ar thereafter.

]3] FY 200S-2010 redllction based on pendi~g appaak for FY 200g-2010 and appeals which Were fesolved after
the assessor roll was finalized for FY 2009-2010, Based on discussions with the Counly. il is esli"lal"o Illat the
Total Real Property value County_wide will be reduced by 1% for FY 2010-2011 and FY 2011_2012 as a resuK
ofProposijjon 8, Proposition 13, appeals, and property transfers, Ad"al ,,,dllclio~ from Proposition 8, appeals,
and property transfers will v~ry. We have assumed a reduction in valu" of 3% and 2% for FY 2010-2011 and
2011-2012, respecUvely. In addition, FY 2009-2010, FY 2010-2011, and FY 2011_2012 include reductions for
the Pafllfindern "r San Diego. Arbor Ctest North, and Boulevard at North Park affordable h"u~ing projects wllich
are anticipated to become ta.-e~empt

[4! InclUdes s"cured and unsecured personal property value in the Projed less unsecmed exemptions tor FY 2009·
2010, Secured value based on Ihe final FY 2009-10 Assessor Roll. Unsecured value provided by the County 01
San Diego AUditorIC<Jntrolle'. We have assumed this vall,e to remain constant lor each sllbsequent year.

[5] The aclual ta~ rale 01 1.00930% i5 used for FY 2Q(}9,20tO. A 1.00% tax rale ig used from FY 2010-201110 tim
end oflha proj"ction

[6J Estimated at 1.00 percent 01 gross revenUe for the Proj~d A'ea,
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NORTH PARK
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

DRAFT

Fiscal Year Ending:

Real Property [1J
Estimated Real Property Value Increase [21
Assume?_~£~~~~~~:~?.~_~_~:_~~tion/Property Transfer Impact/Negative Prop 13 [3]

Total Real Property

!~~~~~~~__~L _
Total Value

Incremental Value Over Base of:

Gross Revenue 151
Unitary Revenue

Adjustments to Gross Revenue
Supplemental Roll

__~~?2_:::L~~:.!.:~~!~_~~~~~~_~ee [61

Net Tax Increment Revenue

low/Moderate Income Housing Sel-Aside Revenue

Housing Tax Increment Revenue

$423,551,030

2036 2037 2038 2039 2040 2041 2042
2037 2038 2039 2040 2041 2042 2043-_._-- ------------- -----"------"--" ------ -----"-"----"- --------"-- -----

$1,540,883,751 $1,571,701.426 $1,603,135,455 $1,635,198,164 $1,667,902,127 $1,701,260,170 $1,735,285,373
30,817,675 31,434,029 32,062,709 32,703,963 33,358,043 34,025,203 34,705,707

0 0 0 0 0 0 0
-~-- -------"- -------- ~---- ---"----"--- ----- ----

1,571,701,426 1,603,135,455 1,635,198,164 1,667,902,127 1,701,260,170 1,735,285,373 1,769,991,081

13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943 13,285,943
-~-- ------------- -------- ----- ---------"- ----- ----

1,584,987,369 1,616,421,398 1,648,484,107 1,681,188,070 1,714,546,113 1,748,571,316 1,783,277,024

1,161,436,339 1,192,870,368 1,224,933,077 1,257,637,040 1,290,995,083 1,325,020,286 1,359,725.994

11,614,363 11,928,704 12,249,331 12.576,370 12,909,951 13,250,203 13,597,260
15,334 15,334 15,334 15,334 15,334 15,334 15,334

0 0 0 0 0 0 0
(116,144) _i:':':::~~~l _"_i~~~.::::"~! ...J..1.3.~:~~~! __i~~_:::_~?_~ (132,502) ~5,973)------- --------

11,513,554 11,824,751 12,142,172 12,465,941 12,796,186 13,133,035 13,476,622

(2,302,711) (2,364,950) (2,428,434) (2,493,188) (2,559,237) {2,626,607} (2,695,324)

2,302,711 2,364,950 2,428,434 2,493,188 2,559,237 2,626,607 2,695,324

111 Includes secured and un~eeUfad land and improvement vallie in the Projecl less seemed e)(emptloM ror FY
2009_2:010. Secured value prov;ded hy (he County Assessor as of 111108. UMecured value provided by the
County of San Diego AudltoflCnnlrnUar Report 'Val F;I"..04 PSWP10@"asoflI1109.

(2) A~S\lmeS no change in value fOf Fiscal Year 2012_2013, an ann"al increase of 1% each yem theraafterthrmlgh
Fiscal Year 2018-2019, and an ann",,1 i~crease of2% each year thereafter.

[31 FY 2009-2010 reduction based on pending appeals for FY 2009-2010 and appeals which were resolved after
lha assessor roll was finalized for FY 2009-2010, Based o~ discussions wilh Ih~ County, it;s estimated that the
Tola) Real Property vahle County.wide will be redu<;ed by 1% for FY 2010_2011 and FY 2011-2012 as a resuk
of Proposifion 8, Propositioo 13, appeals, and prnperty lransfers, Actual redlictian lrom Proposition 8, appeals
and property transfers will vary. We have assumed a red"ction in value of 3% and 2% for FY 2010--2Q11 and
2011-2012, respectively. In addition. FY 2009-2010, FY 2010-2011. and FY 2011-2012 inclUde reduC\ioflS ror
the Pathfillders of San 0;"90, Arbor Crest NOrlh, and Bo"le-vard al Norlh Pari< affordable housing projects wl1)ch
are anticipaled 10 hecome la~--examr>l.

[4J InclUQes securaQ and unsecured personal property value in the Project less unsecmed exemptions for FY 2009
20111. Secllred val"e based nn the final FY 2009_10 Assassor Roll. Unsecured value provldad by lhe County of
San Diego AuditotlControlier. We have assumed this val"e to remain constanl for each subsequent yem.

[5) The actual to. rale nf 1.00930% is used for FY 2009"2010. A 1.00% fa, rate is used fmm FY 2010--2011 10 tha
end of the projection.

[6] EstinlaleQ at 1.00 percont ot gross revenue lor the Project Area
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I. INTRODUCTION

The Redevelopment Agency of the City of San Diego (the "Agency") anticipates issuing
three series ofTax Allocation Bonds in the summer of2010 to be secured by tax increment
revenues from the San Ysidro Project Area (the "Project Area") as explained in Section I.C
below. David Taussig & Associates, Inc. ("DTA") has prepared this Fiscal Consultant
Report (the "Report") to project tax increment revenues generated by the increase in
assessed value ofreal and personal property within the Project Area. In addition, the Report
describes the methodology and assumptions utilized in these projections, evaluating the
historic and current taxable values, the projected values of new construction, the effects of
pending assessment appeals, and the property tax collection and allocation procedurcs of the
County of San Diego (the "County").

A. SAN YSIDRO PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area
was adopted by the City Council of the City of San Diego on April 16, 1996
(accomplished by Ordinance No. 18295) and subsequently amended on July 18,2006
(the "First Amendment"). The main purpose of establishing the Plan was to promote
economic growth enhancement, infi'astructure improvement, expansion of
employment and recreational opportunities, preservation and expansion of housing
stock, and retention and expansion of existing neighborhood supporting businesses.

The Plan will remain in effect until thirty (30) years from the date of adoption.
Pursuant to subdivision (a)(1) ofSection 33333.2 ofthe Health and Safety Code, the
time limit on the establishment of loans, advances, and bonded indebtedness to be
funded tlnough tax increment revenues is twenty (20) years from the adoptionofthe
Plan. Also, total outstanding bonded indebtedness ofthe Project Area to be repaid by
the aUocation of taxes to the Agency is not to exceed $75 million at any point in
time. In accordance with subdivision (a)(3) of Section 33333.2 of the Health and
Safety Code, the time limit for the receipt oftax increment revenues is forty-five (45)
years. Please note that tile Agency and the City of San Diego adopted Ordinance
19516 in July 2006 extending (i) the plan effectiveness deadline to 2027, (ii)
repayment of indebtedness deadline to 2042, and (iii) tax increment receipt deadline
by an additional year. Please see below for a chart summarizing the above
information.

Tax Amount of Tax Maximum Maximum Time
Inerement Increment Amount of Allowed to Incur
Collection Collected to Bonded Bonded

Limit Date Indebtedness Indebteduess

April 16, 1996
46 Years [2] $25,172,845 [3] $75 Million 20 Years from

[1] Adoption of Plan
[1 J The Project Area is a post AB 1290 project area as discussed in Section IILF below.
[2] The time limit for the repayment of indebtedness is also 46 years.
[3] Total receipts for Fiscal Year 1999-2000 through 2008-2009 as shown in Table 9.

Fiscal Consultant Report
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The Project Area is administered by the City Redevelopment Division of the
Conmmnity and Economic Development Department. The Project Area encompasses
approximately 766 acres located at the juncture of Interstates 5 and 805 near the
United States-Mexico border. Specifically, the boundaries of the Project Area are
Del Sur Boulevard and Caithness Drive to the north, East Beyer Boulevard to the
east, the Tijuana River Levee to the west, and Mexico to the south.

B. COMPREHENSIVE AFFORDABLE HOUSING COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing
Opportunity Program to provide greater flexibility in financing affordable housing
projects throughout the City of San Diego. In July 2007, the Agency approved four
separate non-revolving housing lines of credit with San Diego National Bank in an
aggregate amount of $34 million secured by the housing set-aside funds from four
project areas: City Heights ($11 million); Naval Training Center ($7.1 million);
North Bay ($8.6 million); and North Park ($7.3 million). Of the $34 million, $29
million was allocated to the Affordable Housing Opportunity Program. The
Affordable Housing Opportunity Program has provided approximately $26 million
for affordable housing projects in the North Park, San Ysidro, Barrio Logan,
Crossroads, and City Heights project areas.

Housing proceeds from the Series 2010 Bonds not needed for housing programs or
developer repayments in the Project Area will be available for projects in other
project areas through the Comprehensive Affordable Housing Collaborative
Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing three series of tax allocation bonds in the summer of
20 I0: one stand-alone taxable sel1es secured by non-housing tax increment revenues,
one stand-alone tax-exempt series secured by non-housing tax increment revenues,
and one pooled taxable series secured by housing tax increment revenues fyom the
Project Area and the City Heights, Crossroads, Naval Training Center, North Bay,
and North Park project areas.

The taxable proceeds of the stand-alone bonds supported by non-housing tax
increment are expected to be used for repayment of developer loans, private
improvements, acquisition, rehabilitation, fayade enhancement, new construction or
opportunity purchases in the Project Area. The tax-exempt proceeds of thc stand
alone bonds will be used for public improvements. The proceeds of the pooled
housing bonds are expected to be used for repaying bank lines of credit and to
finance a portion of the costs for low and moderate income affordable housing
projects within or of benefit to the project areas listed above.

Fiscal Consultant Report
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D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent eurrent uses ofannual net tax inerement revenues after
payments are made for AB 1290 pass-throughs.

1. AGENCY DEBT TO THE CITY

a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

In 2008. the Offiee of Inspeetor General ("OIG") of the U.S.
Department of Housing and Urban Development ("HUD") audited
the City's Community Development Bloek Grant ("CDBG") program
and issued an audit report to HUD whieh recommended that the City
initiate repayment plans for CDBG loans to thc Agency. City and
Agency staffworked with HUD representatives over the past year to
develop a plan to address the OIG's findings and have agreed upon a
10 year repayment schedule for the CDBG program. A February
20 I0 report to the Agency Board and the City Council recommended
that staffbe directed to prepare a CDBG Loan Repayment Agreement
between the Agency and the City for future Board and City Council
approval. It was also recommended that the tenns of the proposed
Repayment Agreement include the following provisions, among
others: I) that all repayments made by the Agency pursuant to the
Repayment Agreement and all obligations and any indebtedness of
the Agency to the City created by the Repayment Agreement shall be
subordinate to any pledge oftax increment to bond holders ofany tax
allocation bonds which have been or may be issued by the Agency;
and 2) that repayments by the Agency may be made using tax
increment funds, land proceeds, or other revenues of the Agency.

The total amount of outstanding CDBG loans for the Project Area as
of June 30, 2009 is approximately $1.7 million, of which
approximately $737,000 is principal. Loans from the City were
provided in the years preceding and iJmnediately following the
adoption of the Project Area, to pay the costs associated with
adoption and administration of the Project Area until a sufficient
stream of tax increment revenue was generated.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital
outlay, TransNet (transportation), and general funds. The City
utilized sales tax funds to pay for administrative costs in the Project
Area. The City's funding of the Project Area was recorded as an
interest bearing loan to the Agency.
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The Project Area has approximately $5,900 in outstanding non
CDBG related debt to the City as of June 30, 2009, of which
approximately $2,400 is principal. Loans from the City were
provided in the years preceding and immediately following the
adoption of the Project Area, to pay the costs associated with
adoption and administration of the Project Area until a sufficient
stream of tax increment revenue was generated.
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II. PROJECT TAXABLE VALUES

The County of San Diego Assessor (the "Assessor") determines the assessed valuations of
real and personal property in the Project Area. The secured roll is the County Assessor's roll,
which contains real property for which ad valorem taxes are secured by a lien on the
property, and the unsecured roll contains business personal property, for which ad valorem
taxes are not secured by a lien. The County assigns values to each Assessor's Parcel, which
is listed in turn by an Assessor's Parcel Number ("APN"). The County Assessor releases the
equalized County Assessor's roll on or prior to the first of July of each Fiscal Year. At this
time, the Auditor Controller compiles the tax roll based on this infornlation. The Auditor
Controller assigns each APN to a Tax Rate Area ("TRA"), which is a geographic area
containing Assessor's Parcels with the same tax rates. The Project Area includes three
TRAs: 008-084, 008-247, 008-248, and 008-249. The Auditor Controller is responsible for
eombining the assessed values provided by the Assessor for all APNs within the Project
Area and releasing a report each July showing the seeured and unseeured values for the
eurrent and base year as well as the incremental value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies
in the total net assessed values due to procedural differences and timing of obtaining the
data. Please note that Table I is based on values provided by the County Auditor. Since the
COllilty Assessor's secured values are lower than the Auditor's values, we have
conservatively used the lower secured values in Tables 2,3, 10, and 11 and the tax increment
projections in Tables 12 and Exhibit A. The secured assessed values shown in Tables 12 and
Exhibit A are based on the County Assessor assessed values and the unsecured assessed
values shown in these tables are based on the County Auditor values. Please note that the
Fiscal Year 2009-2010 assessed values shown herein are dated as of January 1,2009.

A. HISTORIC TAXABLE VALVES

DTA researehed historie secured and unseeured taxable values in the Project Area
for Fiseal Years 1997-1998 through 2009-2010. These values, which are based on
infonnation provided by the County of San Diego Auditor Controller, are shown in
Table 1. As listed in the table, the Fiscal Year 1997-1998 base year value for the
Project Area is approximately $201 million. The total secured and unseeured value
for the Projeet Area has risen from nearly $188 million for Fiscal Year 1997-1998 to
over $728 million for Fiscal Year 2009-2010, an increase of approximately 287%.

As shown in Table I below, assessed values for property located within the Projeet
Area experienced double-digit percentage increases in Fiscal Year 2001-2002 and
from Fiscal Year 2005-2006 through Fiscal Year 2006-2007, as well as in Fiscal
Year 2008-09. Much ofthis annual increase can be attributed to value changes due to
changes in ownership and new development since Fiscal Year 1997-1998.

In Fiscal Year 2009-2010, property located within the Project Area experienced a
decline in value of approximately 6% from Fiscal Year 2008-2009. Most of the
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reduction in value was due to assessment appeals, increases in exemptions, and
Proposition 8 reductions made by the County Assessor. Please see Section II.E below
for more information regarding the decline in value for Fiscal Year 2009-20 IO.
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TABLE 1
HISTORICAL TAXINCREMENTVALUES [1]

Year10
FY1997_1998 FY 1998_1999 FY1999_2000 FY 2000.2001 FY2001_2002 FY 2G02-2003 FY 2003-2004 FY 2004_2005 FY200S·200G FY 2006_2007 FY2007_2008 FY 20G8_2009 FY 2009_2010

TaJ<able Value TaJ<able Value Tauble Value TaubJe Value Tuable Value TaJ<able V'llue T'lJ<'lble Value Tauble Value Tanble Value TanbleValue Tauble V'llue Taxable V'llue TaJ<able Value-----
Secured Values [2]

land $88.155,186 SB9,851,180 $92,477,589 $102,032,170 $123.588.284 $136.509,231l $144,787,569 $157,533,422 $204,199.595 $253,020,268 $267,629,952 $327.175,042 $321,720;277
knproW!nent $123,883,125 $128,015.039 $133,905,860 $140,884,475 $169,"15,817 $218,354,021 $232,643,169 $249,709,274 $286,116.018 $326,702,460 $339,712,959 $475_127,217 $483,313,046
Personal P,,,pmly 52,310,382 $1,933,523 $1,954,761 $1,787,165 $2,052,748 $1,751,673 $599,303 $345,439 $599,434 $550,990 $613,815 $405,069 $382,096
~----_.

$214,359,693 ~'i'9,809,742 $228,338,210 $244,703,811 $295,356,849 $356_614,932 $378,030,041 $407,588,135 $490,M5,047 $580,273,71B $60"1,958,726 $802,708,328 $805,415,419
Less ElmmptiDllS ($26,041,599) ($26,856,874) ($27,553,847) ($29,730,314) ($13,127,422) ($54,484,228) ($55,014,4Sfl) ($56,516,593) ($58,098,604) ($59;213,664) ($60,703,915) ($61,189,583) ($113,868,984)

retal Seoured $188,318,094 $192,952,858 $200,784,363 $214,973.491 $282,229,427 $302,1311,704 $323,1115,545 $351,(171,542 S432,a1G,443 $521,(I&1l,1I54 $547,252,811 $741,518,745 $&91,545,435

UnseouredV"lues [2J

c,m '" '" '" '" '" $0 '" $0 $0 '" $0 $0 $0
Improvernnnl $0 $5,397,804 $5,487,532 $6,594,915 $7,818,822 $9,844,770 $10,511,168 $11,387,720 $11,132,887 $14,517,651 $18.537,607 $16,130,120 $17,377,593

$0 $5,341,263 $5,382,396 $5,387,060 $6,425,561 $10,022,726 $14,627,750 $14,960,999 $14,085,854 $18,474,788 $19,102,677 $20,231,093 $21,490,786

$10,738,867 510,869,928 $11,981,975 $14,042,383 $19M7,496 $25,138,916 526,328,719 $25,218,541 $32,992,439 $35,640,284 $38,361,213 $38,868,379
less E)(i)mpl;ons SO ($22,861) (557,878) ($71,909) ($136,892) SO (51,813,631) ($1,439,014) (5685,990) ($1,626,275) ($1,553,239) ($1,241,615) ($1,619,913)
retal Unseouted~'~~~-- '" ~ii:7~1'6,iiii6'- $10,812,050 $11,910,/155 $13,9115,491 $19,857,4% --$23,325,285 $24,889,705 $24,532,551 $31,355,H4 $34,087,045 ----m',119,598 $37,248,466

Total Seoured 'lnd Unsecured $188,318,094 $203,558,874 $211,595,413 $225,883,553 $295,134,918 $321,998,200 $345,340,830 $375,951,247 $457,348,994- $552,425,218 $581,339,855 $775,638,343 $728,794,901

PNc~lllaoe ChM\(Jn ill Total Value NA 8.15% 3,89% 7.22% 30.52% 8,73% 7.56% 8.55% 21.65% 20.79% 5.23% 33.59% .6.16%

Sase Ye"" V'llue $200,636,959 $200,636,959 $200,636,959 $200,536,959 $200,535,959 $200,636,959 $200,636,959 $200,536,959 $200,536,959 $200,636,959 $200,635,959 $20(1,636,959 $2(10.635,959

Incremental V'llue ($12,318,855) $3,031,918 $10,959,454 $26,246,604 $95,497,959 $121,361,241 $145,703,871 $175,324,288 $256,712,035 $351,789,259 $380,702,897 $675,001,384 $528,157,942

PWcnnla(Jl' Chnoge in Inclem~l\t~1 V~llI~ NA ·124.61% 261,47% 139.49% 263.85% 27.08% 20.06% 20.33% 46.42% 37.04% 8.22% 51,30% -8.31%

[11 A......rl ","l",~" 01111 e(1he 'n,"-I ,e'''Q'eoc;,fiscol y.'" fi.e. 1111091", FY 2000-2010)

121 80..0 oni"'",m"'i"" prdd<><l by t"" Counly ofS.n Dies" Auffi'orrCont'nll., a. indi'.t"" in "Rep"" V.I Fil0-Q4 PSWP7Q@"

Note: Table 1 is based on values provided by the Auditor ,,,hile Tables 2, 3, 10, and 11 are based on values provided by the County Assessor. Based on discussions with the County
Auditor/Controller and County Assessor. discrepancies in the total net assessed values are due to procedural diHcrences and timing in obtaining exemption data.

Fiscal Consultant Report
San Ysidl'o Redevelopment Project Area

Page 7
July 9, 2010



B. VALLES BY LAND USE TYPE

The Project Area includes a combination of land uses based on an analysis of the
Fiscal Year 2009-2010 Assessor's roll. This allocation indicates that 27.24% of the
Project Area valuation is attributable to residential land uses (including 17.48% of
multifamily residential land use and 7.19% of single family residential land use),
71.59% ofthe value is attributable to commercial property (ofwhich 47.92% is retail
and 13.62% is office space), 1.16% is attributable to industrial, institutional,
recreation and miscellaneous property. The breakdown by land use type is shown in
Table 2.

TABLE 2
FY 2009-2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1] No. of Parcels [1] Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 06lhrough 19)

Vacant Residential 121 0 $17,103,411 2.48%

Single Family Residential 296 300 $49.612,866 7.19%

Manufactured Home 1 1 $180,929 0.03%

Multi-Family Residential 349 2,595 $120,569,164 17.48%

Miscellaneous 5 4 $394,490 0.06%

Subtotal 772 2,900 $187,860,860 27.24%

Commercial Property (land use codes 20 through 39)

Office Space 75 NA $93,898,156 13.62%

Relail 28 NA $330,427,735 47.92%

Vacant Land 29 NA $9,259,858 1.34%

Other Uses 41 NA $60,079,002 8.71% !

Subtotal 173 NA $493,664,751 71.59%

Industrial Property (land use codes 40 through 49) 10 NA $2,088,741 0.30%

Farm I Rural land (land use codes 50 through 65) 1 NA $23,840 0.00%

Institutional Property (land use codes 70 through 79) 12 NA $2,110,738 0.31%

Miscellaneous Use (land use codes 88 through 89 and 00) 1 NA $3,816,505 0.55%

Total 969 2,900 $689,565,435 100.00%

[1J Incluces parcsls with a net assessed valus equal to SO. Excludes parcels owned by jJublio agendes based on finai FY 2009-2010 Assesssor's Roll
[2J Based on ~nal FY 2009,2010 Assessm's Roll. Land use codes proVided by the County Assessor

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3,10, and II are based on values provided by the
County Assessor. Based on discussions with the County Auditor/Controller and County Assessor, discrepancies in the total
net assessed values are due to procedural differences and timing in obtaining exemption data.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-201 0 equalized roll.
The table shows the assessee name/owner, the land use of Assessor's Parcels under
their ownership, the number of Assessor's Parcels under their ownership, the total
net assessed valuation under their ownership, the percentage ofthe total Project Area
assessed value represented by that owner's property, and the percentage of the total
Project Area incremental value represented by the applicable owner's property.
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As ofMay 10,2010, all top ten assessees are current in the payment oftheirpraperty
taxes.

Chelsea San Diego, one of the top assessees, appealed the value of two of their
parcels in Fiscal Year 2008-2009. The appeal was resolved and resulted in a
reduction of $12,205,000 after the Fiscal 2009-10 Assessor's Roll was finalized.
Chelsea San Diego Finance, LLC has since filed an additional appeal, contesting that
the value of the two aforementioned parcels should be reduced further. This appeal
has not been resolved by the County, but DTA has assumed the appeal is resolved in
favor ofthe applicant at a rate of92% ofthe contested value. FS San Ysidra, another
top assessee, has also filed all appeal, contesting that the value of three of their five
parcels should be reduced. As this appeal has not been resolved, DTA has assumed
the appeal is resolved ill favor of the applicant at a rate of 92% of the contested
value.

In addition, four parcels owned by SYG Venture and Veta of CalifomiaiSYG
Venture, two of the top assessees with a total net assessed value of$17,783,634, are
within the GSA Border Reconfiguration Project and will be removed from the
project area starting in Fiscal Year 2010-2011, as shown in Table 12 and Exhibit A.
Lastly, the parcel owned by Barratt American Inc. with a total net assessed value of
$10,083,512 will be used for affordable housing purposes and become tax-exempt
starting in Fiscal Year 2009-2010, as shown in Table 12 and Exhibit A.
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TABLE 3
FY 2009-2010 TOP TEN ASSESSEES [1]

Owner [1]

Chelsea San Diego Finance LLC [3}[4}
FS San Ysidro LLC [5]
Border Station Partners LP
SYG Venture [6]
Project Bay Exchange LLC I FS San Ysidro LLC
BarrattAmerican Inc [7]
Border Properties LTD
Sotal Ocotillo Inc.
Prebys Conrad Trust 12-17-1982
Ueta of California / SYG Venture [6]

Grand Total

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
SECURED TOTAL NET ASSESSED VALUE:
TOTAL TAX INCREMENT VALUE:

Land Use

Retail
Retail

Garage/Parking LoUUsed Car Lot
GaragelParking LoUUsed Car Lot

Store Building
Vacant Residential

Retail
HotellMotel

Multi-Family Residential
Store Building

NA

No. of Parcels

9
5
1
3
1
1
4
2
2
1

29

Total Secured Net
Assessed Value [2]

$288,868,848
$34,834,740
$12,750,000
$12,293,383
$11,040,806
$10,083,512

$7,706,566
$7,344,000
$6,418,403
$5,490,251

$396,830,509

$359,787,777
$396,830,509
$689,565,435
$528,157,942

Percent of Secured
Total Net Value

41.89%
5.05%
1.85%
1]8%
1.60%
1.46%
1.12%
1,07%
0.93%
0.80%

57.55''fr,

Percent of
Incremental Value

54.69%
6.60%
2.41%
2.33%
2.09%
1.91%
1.46%
1.39%
1.22%
1.04%

75.13%

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NET VALUE,
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE,

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

52.18%
68.12"/"

57.55%
75.13%

[1] Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssor's Roll

[2] Based on final FY 2009-2010 Assessor's Roll.

P] Includes parcels thai are leased to olher entities based OIl the FY 2009-2010 Assessor's Roll. Based on delinquency dala pro\>ided by the County, all of the FY 2009-2010 property taxes for parcels owned by Chelsea San Diego
Finance LLC have been paid in full.

[4J As shown in the Appeals section, Chelsea San Diego Finance LLC contested the v.3lue of two parcels in FY 2008-2009 which resulted in a reduction in v.3lue of $12,205,000 after the FY 2009-2010 Assessor's Roll was finalized. In
addition, Chelsea San Diego Finance llC filed an additional appeal to further reduce the value of one of the two parcels mentioned above. DTA has assumed the appeal is resolved in fa\lQr of the applicant with a reduction of $12,703,488,
v>'hich equals 92% of the contested value as described in the Appeals section. The reduced value is not shown above, but has been reflected in the tax increment projections herein.

[5) As shown in the Appeals section, FS San Ysidro LLC contests that the value of3 of its 5 parcels should be reduced by $4,324,822. For purposes of this analysis, DTA has assumed the appeal is resolved in fa\lQr of the applicant with a
reduction of $1 ,585,986, which equals 92% of the contesled value as described in the Appeals sedion. The reduced value is nol shown abova, but has been reflected in the lax increment projections herein.

[6] lhe parcels owned by SYG Venture and Ueta of Ca!ifomia/SYG Venture are within the GSA Border Reconfiguration Project and will be remowd from the Project Area starting in FY 2010-2011 as shown in the tax increment projections
herein.

[7] The parcel owned by Barratl American Inc, will be used for affordable housing and became tax-exempt during FY 2009-2010. The tax-exempt status for the the parcel has been reflected in the tax increment projections herein.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

If a property owner believes that the valuation detennined by the County
Assessor is in error, an appeal may be filed with the County Assessment
Appeals Board during a period between July and November of each fiscal
year. A resolved appeal may produce a reduction in the original contested
value and a refund to the property owner. Ifthe appeal is withdrawn, there is
no change in the original value.

During a real estate market downturn, the market value ofproperty may fall
below the assessed value. Under State law, Proposition 8 allows property
owners to apply for a temporary reduction in assessed value to match the
cun'ent market value. As market values increase, the assessed property values
will also increase up to the original assessed value (plus the annual California
Consumer Price Index ("CPI") increase, not to exceed 2%, as stipulated by
Proposition 13).

In addition, the County Assessor's office allows property owners to file a
Proposition 8 reduction request to their area appraiser between January and
May of each fiscal year in order to reduce the assessed value oftheir propeliy
without having to file an assessment appeal with the County Assessment
Appeals Board, otherwise known as an infonnal review. The County
Assessor's office provides this option to property owners in order to limit the
number of assessment appeals requiring heming dates with the County
Assessment Appeals Board. In order to calculate the reduced assessed value,
the m'ea appraiser will use several variables, including the date of
construction, land use type, and recent comparable sales from the
surrounding area.

A property owner may file multiple appeals for one parcel (for the same or
different fiscal year), resulting in a parcel having several appeals being
reviewed by the County Assessment Appeals Board at any time. Based on
discussions with the County Assessment Appeals Board, in cases where
multiple appeals have been filed on one parcel, typically one appeal will be
resolved and subsequent appeals will not result in further reductions ofvalue.
Therefore, for purposes of this analysis, DTA has assumed only one appeal
resulted in a reduction in value, and subsequent pending appeals will result in
no change in value.

As ofMarch 8, 2010, there were 54 unresolved appeals for 47 parcels within
the Project Area. Tables 4 tln'ough 7 show recent historical assessment
appeals in the Project Area, providing the following information: fiscal year
in which appeal was received, land use, owner/applicant name, number of
parcels being appealed by owner/applicant, whether or not appeal is for
Proposition 8, number of pending appeals included in our analysis (when
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multiple appeals have been filed on one parcel), the status of the appeal, the
contested assessed value, the applicant's opinion of value, the proposed
changed value for pending appeals or board approved value for resolved
appeals, and the impact of the changed values.

2. ApPEALS INFORMATION PROVIDED BY THE COUNTY

The County Assessor has provided the following information for inclusion in
this Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of
assessed values of real property during their "informal" review
process (11112009 - 5/30/2009) for such fiscal year. In addition to
the 32,000 informal applications, the County Assessor's office was
proaetive and, on its own, reduced the assessed values for
approximately 72,000 properties County-wide. Less than 3,500 of
the 104,000 total reductions were for non-residential properties.
When the County Assessor's office receives a large number of
requests from a specific area, snch as a condominium complex or
subdivision of tract homes, the County Assessor may choose to
review the entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447
"formal" assessment appeal applications were received for Fiscal
Year 2009-2010 during the County's formal review period (7/2/2009
- 11130/2009) for such fiscal year. Beeause these appeals are going
through the County's formal process, any reductions to value will
take longer to appear on the tax roll than reductions made through the
County's informal appeal process described above.

For the Fiscal Year 2010-2011 roll, the County Assessor estimated a
County-wide reduction in net assessed value of approximately 1.0%
from the Fiscal Year 2009-2010 roll. This reduction is based on
economic factors such as lower sales prices, reduced levels of new
construction, Fiscal Year 2009-2010 appeals/reductions, as well as
the 0.237% decline in the CPI which will be applied to all property
subject to Proposition 13 (rather than the typical 2% annual increase).
For Fiscal Year 201 I-2012, the County Assessor estimates a County
wide reduction similar to Fiscal Year 201 0-2011, based on historical
trends.

In order to estimate the magnitude of the Fiscal Year 2010-2011
change in value for the Project Area, DTA compared the Project Area
reduction in value from Fiscal Year 2008-2009 to Fiscal Year 2009
2010 to the County-wide reduction in value for the same period.
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Based on discussions with the Agency, the Project Area is anticipated
to experience declines that are significantly larger than the County
wide average due to project specific factors. Therefore, we have
assumed a reduction in value of 6% and 4% for Fiscal Years 20 I0
2011 and 2011-2012, respectively. The chart below summarizes the
reduction in assessed values and its impact on incremental value.

Actual 2009-20 I0
Estimated 20 I0-20 II
Estimated 2011-2012

-1%
-1%

-6%
-4%

-10%
-5%

[IJ Based on information provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

For purposes of the analysis, DTA researched the pending and recently
resolved assessment appeals to detennine how tax refunds as a result of
appeals might reduce the tax increment received by the Agency from the
Project Area.

For pnrposes of this analysis, DTA has excluded any appeals that were
withdrawn by the applicant. In addition, DTA has assumed that pending
appeals resulted in a reduced value equal to the greater of the applicant's
opinion ofvalue or 92% of the contested value. The estimated reduction for
pending appeals is based on an analysis of resolved assessment appeal data
for property in the Project Area and other project specific factors and
estimated County-wide value reductions going forward as explained in
Section lLD.2 above.
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4. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of II appeals were filed in the Project Area as shown in Table 4. Five appeals were resolved
with no change in value for Fiscal Year 2007-2008. Six appeals with a total Fiscal Year 2007-2008 assessed vah.je of$30,300,1 06
were resolved with a reduction in value of $8, 195, I06 for Fiscal Year 2007-2008, a 27.04% decline.

TABLE 4
..

FY 2007-2008 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of PropS Included in Opinion of Resolved f ImpacUValue Change of

Land Use/Applicant Name Appeals Appeals Analysis Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals a a a 'A $0 'A $0 0.00%

Resolved Appeals
Residential
BARRATT AMERICAN HOMES {2l 1 1 $9,691,958 $4,860,000 $7,290,000 ($2,401,958) -24.78%
TEN ALVERSON lLC 1 1 $1,234,200 $715,000 $715,000 ($519,200) -42.07%
INDIV!DUAL HOMEOWNERS 8 8 $3,991,557 $2,431,833 $3,742,609 $248,9481 -6.24%
Subtotal - Residential 10 10 NA $14,917,715 $8,006,833 $11,747,609 ($3, 170,106) -21.25%

Non-Residential
BORDER STATION PARTNERS LP. 1 a $17,525,000 $10,860,395 $12,500,000 i$5,025,00QJ -28.67%
Subtotal - Non-Residential 1 a NA $17,525,000 $10,860,395 $12,500,000 ($5,025,000) -28-67%

Pending Appeals a a 0 'A $0 'A $0 0.00%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 10 9 NA $22,750,757 $14,007,228 $16,957,609 ($5.793,148) -25.46%

Resolved Appeals After Final FY 2009-2010 Assessor Roll 1 1 NA $9,691,958 $4,860.000 $7.290,000 ($2,401,958) -24.78%
Total FY 2007-2008 Pending and Resolved Appeals 11 10 NA $32,442,715 $18,867,228 $24,247,609 ($8,195,106) -25.26%

[1 J For any appeals that have not been resolved at this time, DTA has assumed the appeal resolved in favor of the applicant al a rale of 92% of the contested value, based on resolved assessment appeals data for property in Ihe Project Area since
FY 2006_2007. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9.5%.

[2J Parcel owned by BarraltAmerican Inc. (also shown as Bank of America), one of Ihe top ten assessees as shown in Table 3. The parcel will be used for affordable housing and became lax-exempt during FY 2009-2010. The tax-exempt status for
Ihe parcel has been reflected in Table 10 and Exhibit A. Therefore, DTA has not included the reductions from the above appeals in Table 10 and Exhibit A.

........ .
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5. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of45 appeals were filed Project Area
as shown in Table 5. Two appeals were resolved with no change in value for
Fiscal Year 2008-2009. Twenty appeals with a total Fiscal Year 2008-2009
assessed value of$262,287,526 were resolved with a total reduction in value
of$14,034,526 for Fiscal Year 2008-2009, a 5.35% decline.

For the remaining 23 pending appeals through Fiscal Year 2008-2009 with a
combined total Fiscal Year 2008-2009 assessed value of$37,473,763, DTA
has estimated a total reduction of$2,074,572 which represents 5.54% of the
contested value as described in Section II.D.3 above.
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TABLE 5
FY 2008-2009 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactlValue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
BANK OF AMERICA [2, 3] 1 1 0 $9,885,797 $4,942,000 $9,885,797 '0 0.00%
IGAl GORDON LLC 2 2 2 $1,322,280 $793,368 $1,216,498 ($105,782) -8.00%
PRESIDIO MORTGAGE INC 2 2 2 $469,200 $100,000 $431,664 ($37,536) --8.00%
RIOVISTALLC 3 3 3 $1,016,940 $750,000 $935,585 ($81,355) -8.00%
INDIVIDUAL HOMEOWNERS [1] 10 9 10 $4,164,020 $2,481,199 $3,963.363 1$200,657) -4.82%
Subtotal - Residential 18 17 17 $16.858,237 $9,066,567 $16,432,907 ($425,330) -2.52%

Non~Residential

BARBARA CABALLERO 2 2 2 $790,704 $400,000 $727,448 ($63,256) -8.00%
WESTWOOD FINANCIAL CORP [41 3 0 3 $19,824,822 $15,500,000 $18,238,836 ($1,585,986) -8.00%
Subtotal - Non~Residential 5 2 5 $20,615,526 $15,900,000 $18,966,284 ($1,649,242) -8.00%

Resolved Appeals
Residential
[GAL GORDON LLC 1 1 $363,867 $218,318 $363,867 '0 '0
INDIVIDUAL HOMEOWNERS 19 19 $6,872,736 $4,406,145 $5,043,210 1$1,829,526\ -26.62%
Subtotal- Residential 20 20 NA $7,236,603 $4,624,463 $5,407,077 ($1,829,526) -25.28%

Non-Residential
CHELSEA SAN DIEGO FINANCE LLC 2 0 $255.828,000 $219.978,000 $243,623,000 $12,205,000\ -4.77%
Subtotal - Non-Residential 2 0 NA $255,828,000 $219,978,000 $243,623,000 ($12,205,000) -4.77%

Pending Appeals 23 19 22 $37,473,763 $24,966,567 $35,399,191 ($2,074,572) -5.54%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 17 17 NA $5,733;665 $3,573,566 $4,312,077 ($1,421,588) -24.79%
Resolved Appeals After Final FY 2009·2010 Assessor Roll 5 3 NA $257,330,938 $221,028,897 $244,718,000 ($12,612,938) -4.90%
Total FY 2008-2009 Pending and Resolved Appeals 45 39 NA $300,538,366 $249,569,030 $284,429,268 ($16,109,098) -5.36%

{1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resolved in favor of the applicant at a rate of 92% of the contested value, based on resolved assessment appeals data for property in the Project Area since
FY 2006-2007, Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9.5%.
[2J A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulted in a reduction in value and subsequent pending appeals will result in no change in value.

13J Parcel owned by Barratl American Inc. (also shown as Bank of America), one of the top ten assessees as shown in Table 3, The parcel will be used for affordable housing and became tax~exempt during FY 2009-2010. The tax-exempt status for
the parcel has been reflected in Table 10 and Exhibit A. Therefore, DTA has not included the reductions from the above appeals in Table 10 and Exhibit A.
{4] Parcels owned by FS San Ysidro, one of the top ten assessees as shown in Table 3.

-
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6. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-20 I0, a total of 32 appeals were filed Project Area
as shown in Table 6. One appeal with a total Fiscal Year 2009-200 I0
assessed value of$2,732,056 was resolved with a total reduction in value of
$532,056 for Fiscal Year 2009-2010, a 19.47% decline.

For the remaining 31 pending appeals through Fiscal Year 2009-20 I0 with a
combined total Fiscal Year 2009-201 0 assessed value of$184,802,792, DTA
has estimated a total reduction of$14,375,420 which represents 7.88% ofthe
contested value as described in Section ILD.3 above.
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TABLE 6
FY 2009-2010 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactIValue Change of

land Use/Applicant Name Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
BANK OF AMERICA 13] 1 1 1 $7.290,000 $2,500,000 $6,706,800 ($583,200) -8.00%
IGAl GORDON llC [2] 3 3 1 $1,558,724 $815,405 $1,541,924 ($16,800) -1.08%
PRESIDIO MORTGAGE, INC. [2] 2 2 0 $469,200 $100,000 $469,200 $0 0,00%
INDIVIDUAL HOMEOWNERS [1,21 20 20 16 $6,237,974 $4,265,404 $6,002,306 1$235,668\ -3.78%
Subtotal- Residential 26 26 18 $15.555,898 $7,680,809 $14,720,230 ($835,668) -5.37%

Non-Residential
CARLOS/GUADALUPE SANCHEz/FERNANDEZ 1 1 1 $1,694,815 $900,000 $1,559,230 ($135,585) -8,00%
CHELSEA SAN DIEGO FINANCE LLC 1 1 1 $158,793,600 $65,793,000 $146,090,112 ($12,703,488) -8.00%
MICHAEL & PATRICIA ST CLAIR 1 1 1 $1,124,346 $785,000 $1,034,398 ($89,948) -8,00%
SEC VD&IINC ET AL 1 1 1 $3,067,880 $1,227,000 $2.822,450 ($245,430) -8.00%
SAN YSIDRO MOTEL INVESTMENTS INC 1 1 1 $4,566,253 $1,827,000 $4,200,953 ;$365,300\ -8.00%
Subtotal Non Residential 5 5 5 $169,246,894 $70,532,000 $155,707,142 ($13,539,752) -8.00%

Resofved Appeafs
Non-Residential
US BANK/US BANK NATIONAL ASSOCIATION 1 1 $2,732,056 $1,366,029 $2,200,000 ($532,056) ·19.47%
Subtotal· Non-Residential 1 1 NA $2,732,056 $1,366,029 $2,200,000 ($532,056) -19.47%

Pending Appeals 31 31 23 $184,802,792 $78,212,809 $170,427,372 ($14,375,420) ~7.78%

Resolved Appeals Prior to Final FY 2009-201°Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Resolved Appeals After Final FY 2009-201 0 Assessor Roll 1 1 NA $2,732,056 $1,366,029 $2,200,000 ($532,056) -19.47%
Total FY 2009-2010 Pending and Resolved Appeals 32 32 NA $187,534,848 $79,578,838 $172,627,372 ($14,907,476) -7.95%

Grand Total- Pending Appeals $208,864,990 $96,774,145 $192,414,998 ($16,449,992) -7.88%
Grand Total- Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll $27,851,043 $17,212,476 $20,717,819 ($7,133,224) -25.61%
Grand Total- Resolved Appeals After Final FY 2009·2010 Assessor Roll $95,837,994 $82,408,926 $91,238,000 ($4,599,994) -4.80%
GRAND TOTAL· Pending and Resolved Appeals $332,554,027 $196,395,547 $304,370,817 ($28,183,210) -8.47% ,

11] For any appeals that have not been resolved at this time, DTA has assumed the appeal resolved in favor of the applicant at a rate of 92% of the contested value, based on resolved assessment appeals data for properly in the Project Area since
FY 2006-2007. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9,5%.
12l A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulted in a reduction in value and subsequent pending appeals will result in no change in value.

P] Parcel owned by Barrat! American Inc. (also shown as Bank of America), one of the top 1en assessees as shown in Table 3. The parcel will be used for affordable housing and became tax-exempt during FY 2009-2010, The tax-exempt status for
the parcel has been reflected in Table 10 and Exhibit A Therefore, DTA has not included the reductions from Ihe above appeals in Table 10 and Exhibit A.
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8. Top TAXPAYER ApPEALS

As indicated in Table 3, two of the top ten assessees, Chelsea San Diego
Finance LLC and FS San Ysidro LLC, have appealed their assessed value for
one or more Assessor's Parcels that they currently own.

Chelsea San Diego Finance LLC contested the Fiscal Year 2008-09 value of
two of their parcels which resulted in a reduction in value of $12,205,000
after the Fiscal Year 2009-20 I0 Assessor's Roll was finalized. In addition,
Chelsea San Diego Finance LLC filed an additional appeal to fmiher reduce
the value of one of the two parcels mentioned above. This appeal has not yet
been resolved by the County, but DTA has assumed the appeal is resolved in
favor of the applicant at a rate of92% of the contested value as described in
Section ILD.3 above.

In addition, FS San Ysidra LLC has contested that the Fiscal Year 2009-10
assessed value of tlu'ee of their parcels should be reduced by $4,324,822.
This appeal has not yet been resolved by the County, but DTA has assumed
the appeal is resolved in favor of the applicant at a rate of 92% of the
contested value as described in Section ILD.3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALVES

Due to the fact that the current real estate market downturn may last for several
years, we have estimated an annual reduction ofassessed values through Fiscal Year
2011-2012. As discussed in Section II.D.2 above, wc have assumed a reduction in
value of 6% and 4% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no change in value for Fiscal Year 2012-2013, an annual increase
of 1% each year thereafter thraugh Fiscal Year2018-2019, and an annual increase of
2% each year thereafter. However, we are not showing the increase in values back to
base values for any value reductions other than the 1% and 2% annual increases as
described above. It is important to note that the actual reduction to tax increment for
future years may be higher or lower for a number of different reasons, including
filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCAnON

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate
dete1111ined by the County Assessor to the ammal incremental assessed value of the
Project Area. The general ad valorem tax rate is $1 per $100 of assessed value. In
addition to this rate, an override rate reflects the debt service for various agencies
which have issued bonds in the Project Area. Pursuant to Section 33670 (e) of the
Health and Safety Code, approved on November 8, 1988, tax increment revenues
cannot be calculated using property taxes generated from voter-approved bonded
indebtedness on or following January 1, 1989. Table 7 shows the Fiscal Year 2009
2010 rates in the Project Area, separating the override amounts attributed to bonded
indebtedness by participating agencies which excludes those that started levying a
charge after January 1, 1989. Thus, the Fiscal Year 2009-2010 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value.
DTA assumes a secured tax rate of $1.00 per $100 after Fiscal Year 2009-2010 as
the override rates usually decline over time as values increase and bonded
indebtedness is paid off.

TABLE 7
SUMMARY OF PARTICIPATING AND NON·PARTICIPATING AGENCIES

FY 200B·2009 Rates FY 2009·2010 Rates

TRAs Ooa-084, 008-247, TRAs 008·084, 008-247,
Participating Agencies {1] 008-248, n08·249 [3] TRA 008·994 [3] 008-248, 008-249 [3] TRA 008-994 [31

1,00000% 1.00000% 1.00000% 1,00000%
City of San Diego Zoological Exhibit 0.00500% 0.00500% 0,00500% 0,00500%
San Ysidro State School Buildings 0.00000% 0.00000% 0,00000% 0,00000%
Metropolitan Water District 0.00430% 0.00000% 0.00430% 0,00000%
Cour.ty Water Authority 0.00000% 0,00000% 0.00000% 0,00000%

Subtotal 1.00930% 1.00500% 1.00930% 1.00500%

Non-Participating Agencies [2]

San Diego City Public Safety 0.00108% 0.00108% 0.00113% 0.00113%
General Bond San Ysidro 90-97 Series A 0.01440% 0.01440% 0.01523% 0.01523%
General Bond San Ysidro 90-97 Series 8 0.01246% 0.01246% 0.01368% 0.01368%
General Bond San Ysidro 90-97 Series C 0.01701% 0.01701% 0.01842% 0.01842%
General Bond Sari Ysidro 90-97 Series D 0.01422% 0.01422% 0.01715% 0.01715%
General Bond San Ysidro 90-97 Series E 0.00879% 0.00879% 0.02324% 0.02324%
General Bond San Ysidro 90-97 SeTies F 0.03312% 0.03312% 0.01228% 0.01228%
High School Bond Series 2000-A 0.00469% 0.00469% 0.00593% 0.00593%
High School Bond Series 2000-B 0.00659% 0.00659% 0.00753% 0.00753%
High School Bond Series 2000-C 0.00991% 0.00991% 0.01311% 0.01311%
High School Bond Series 2006 0.02502% 0.02502% 0.02923% 0.02923%
SW Community College Series 2000 0.00538% 0.00538% 0.00555% 0.00555%
SW Community College Series 2004 0.00000% 0.00000% 0.00000% 0.00000%
SW Community College Series 2005-8 0.00782% 0.00782% 0.00937% 0.00937%
SW Community College Series 2009-A 0.00000% 0.00000% 0,00489% 0.00489%
SW Community Coliege Series 2009-8 0.00000% 0.00000% 0.01461% 0.01461%

Subtotal 0.16049% 0.16049% 0,19135% 0.19135%

Grand Total 1.16979% 1.16549% 1.20065% 1.19635%

III Agencies that began levying an annual charge before January 1, 1009

[21 Agencies that have been levying an annual Gharge after January 1, 19S()

PI Tax rates based on InfOEmation provided by the San Diego County Audftor/Controlter, Please note that TRA 008·084 does not encompass any parcels based on the County of San Diego
Assesso(s Roll as of 11112009. In addition, there is no vatue assoGiated with the S() parcels in TRA 008·9gr,:
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result ofchange in ownership ofproperty or new
construction. They are based on the difference between the prior year value and the
new value and can represent either a positive or negative impact to the Project Area
value. They are allocated to the Agency throughout the year and included in the ten
apportionments made each year to the Agency by the Auditor Controller. The history
of supplemental tax receipts in the Project Area is shown in Table 8. To be
conservative, future supplemental assessments are not projected.

TABLE 8
ALLOCATION ADJUSTMENTS [1]

II

Supplemental Roll
Year Roll Corrections Refunds/Adjustments

1998-1999 [21 ($1,898.66) ($320.29) ($670.34)

1999-2000 $45,333.72 ($902.01) ($4,470.86)

2000-2001 $334,875.95 $1,401.44 ($18,974.92)

2001-2002 $226,727.89 ($14,894.96) ($21,114.50)

2002-2003 $218,552.83 ($305.13) ($16,365.08)

2003-2004 $212,456.33 ($1,687.37) ($17,094.39)

2004-2005 $297,191.54 ($489.09) ($25,932,42)

2005-2006 $746,717.78 ($196.09) ($48,015.28)

2006-2007 $389,899.81 ($2,017.81) ($51,996.31)

2007-2008 $155,546.14 $2,318.69 ($19,101.75)

2008-2009 $1,168,327.85 ($20,011.64) ($86,901,45)

[1] Based on infoffi1alion in the Agency Trust Fund Summary, prepared by the San Diego County Auditor-Controller.

[2] Fiscal Year 1998-1999 reflects the first year lax increment monies were collected.

Delinquenciesl
Penalties

$0.00

$792.05

$2,218,47

$5,447.24

$17,133.86

$21.065.68

$22,777.32

$30,286.08

$49,397.64

$93,503.89

$148,205.68

Total
Adjustments

($2,889.29)

$40,752.90

$319,520.94

$196,165.67

$219,016,48

$214,740.25

$293,547.35

$728,792,49

$385,283.33

$232,266.97

$1,209,620,44

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to
later assessment appeals result in refunds for the taxes paid based on the Oliginal
value. The historical status of these adjustments is also shown in Table 8.

The historical percentage of tax receipts to the actual amount of taxes levied is
shown in Table 9. Please note that the total tax receipts collected often exceed the
an10unt levied due to collection of penalties and interest.
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TABLE 9
HISTORIC RECEIPTS TO LEVY ANALYSIS [1j

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

I. Reported Assessed Value
Total Project Value [2] $211,596,413 $226,883,563 $296,134,918 $321,998,200 $346,340,830 $375,961,247 $457,348,994 $552,426,218 $581,339,856 $776,638,343
less Base Value $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959 $200,636,959

Incremental Value $10,959,454 $26,246,604 $95,497,959 $121,361,241 $145,703,871 $175,324,288 $256,712,035 $351,789,259 $380,702,897 $576,001,384
Tax Rate 1,07084% 1.07306% 1.07255% 1,06784% 1.07188% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

Ii. Gross Tax Increment $117,358 $281,642 $1,024,263 $1,295,944 $1,561,771 $1,772,178 $2,593,305 $3,552,016 $3,843,196 $5.813,582
Unitary Revenue $0 $0 $434 $413 $607 $615 $619 $1,322 $9,322 $9,589
County Administrative Expenses ($3,882) ($5,333) ($5,016) ($9,099) ($12,508) ($16,559) ($21,919) ($28,604) ($27,670) ($52,885)

Totai Computed levy $113,476 $276,309 $1,019,681 $1,287,258 $1,549,870 $1,756,234 $2,572,005 $3,524,734 $3,824,847 $5,770,286

III Total Receipts [3J $150,714 $592,067 $1,370,428 $1,498,609 $1,747,607 $2,032,658 $3,256,436 $3,823,632 $3,920,010 $6,180,684
SurplusJ(Shortfall) $37,238 $315,758 $350,147 $211,351 $197,737 $276,423 $684,431 $298,898 $95,162 $1,010,398
% D1fference of Computed levy [3] 132,82% 214.28% 134.40% 116,42% 112.76% 115.74% 126.61% 108.48% 102.49% 117,51%.

[1) Fiscal Yea' 1999·2000 reflects the first y"8f tax i~crement monies were collected
[2) Based on total secured and un,ecured value forthe Proiect provided by the San Diego County Audito,/Controller as of 111 of the initial year of each fiscal year (i,e, 1111O!i for Fiscal Year 20M.2010j
[3) Actual receipts oollected ofte~ exceed the amount ievied dele to penalties end interest collected by the Agency

C. UNITARY TAXES

The State Board of Equalization ("SBE") establishes the taxable value of real and
personal property of utilities, and since Fiscal Year 1988-1989, the values have been
assessed as a Countywide unit. There are several qualifications to the unitary revenue
disbursement: a taxing agency is entitled to receive the sanle amount of revenue as
the previous year as well as an increase of up to 2%, unless unitary revenues
decrease below a level adequate to provide each taxing agency with the same share
as the prior year. In this case, the unitaIy revenues will be reduced pro rata to all
agencies. The other component ofunitary allocation is significant when the assessed
valuation of unitary taxes increases by more than 2% in one year, in which case
revenues are allocated according to the percentage that each taxing agency in the
County receives for secured taxable values. As of Fiscal Year 1988-1989, when the
allocation procedures chaIlged, it was determined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due
to the abovementioned procedure, no unitary revenues were received in years prior to
the creation of the Project Area in 1996.

Unitary revenue for the Project Area received as of June 30,2009 was $9,589. The
Project Area received a proportion of the increased amount as it was entitled to
receive a share of the revenues. Assuming that the unitary revenues will stay at a
constant level in future years, DTA is conservatively estimating that the Project Arca
will continue to receive the same amount.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to detennine property tax administrative
charges to local agencies in the proportion that is attributable to their property tax
administrative costs to the County. The average administrative charge from Fiscal
YeaI' 2004-2005 through Fiscal Year 2008-2009 was approximately 0.86% of gross
incremental revenue.
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DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 12 and Exhibit A show the administrative charge as a
deduction to the gross revenue in the Project Area.

E. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code,
Section 33000 et seq.), the Agency is required to set aside 20% of all tax increment
revenues into a low and moderate income housing fund. For purposes of this
analysis, DTA assumes that the Agency will continue to set aside 20% of the tax
increment in order to improve, add to, or maintain the City of San Diego's supply of
low and moderate income housing in future years. Exhibit A, which projects future
tax increment revenues for the Project Area, indicates the amount set aside for low
and moderate income housing each year as a separate line item. The housing
revenues are pledged to pay debt service on the proposed pooled housing bonds
described in Section I.B.

F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 ("AB 1290") was effective as of January 1, 1994 and was
significant in that it put an end to the ability of public agencies to enter into "pass
through agreements." Instead, the anlounts to be paid to the affected taxing agencies
arc automatically set at the statutory levels indicated in the table below. Fiscal Year
1996-1997 is considered to be Year 1. AB 1290 requires that payments be collected
until the last fiscal year in which the agency receives tax increment. For purposes of
this analysis, Exhibit A shows the tax increment projections for the Project Area
through Fiscal Year 2041-2042.
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Plan Years Levell Level 2 Level 3

25% of the increment less

1- End
the low and moderate

(FY 1996-1997 to FY 2041-42)
income housing set aside
(or 20% of the gross
increment).

Using the assessed value
m Year 10 as a first
adjusted base year

11 - End
assessed value, 21 % of

(FY 2006-2007 to FY 2041-42)
Same as Above PLUS the increment less the low

and moderate mcome
housing set aside (or
16.8% of the gross
increment).

Using the assessed value
m Year 30 as a first
adjusted base year

31 - End
assessed value, 14% of

(FY 2026-2027 to FY 2041-42)
Same as Above PLUS Same as Above PLUS the increment less the low

and moderate Income
housing set aside (or
11.2% of the gross
increment).

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency information for the Project Area was researched with the County on
March 3,2010. As of this date, 76 parcels (8.38% of the total parcels) in the Project
Area had a delinquency rate of 2.98% in the payment of seemed Fiscal Year 2009
2010 property taxes to the County Tax Collector.

Infonnation regarding foreclosme proceedings for residential parcels within zip code
92173, which fully encompass the Project Area, but also includes areas outside the
Project Area, was researched through RealtyTrac on May 13,2010. As of this date,
463 residential properties had Notices of Default recorded with the County of San
Diego, 720 residential properties were undergoing a trustee's sale, and 546
residential properties were bank-owned. Please note that zip code 92173 encompass
over 7,500 residential units while the Project Area encompasses 2,900 residential
units. Therefore, the actual number of residential properties within the Proj ect Area
which are affected by foreclosme proceedings will be less than stated above.
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H. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In connection with its approval of the budget for Fiscal Years 1992- I993 through
1994-1995, the State Legislature enacted legislation which reallocated funds from
redevelopment agencies to school districts by shifting a portion ofeach agency's tax
increment, net of amounts due to other taxing agencies, to school districts for such
fiscal years for deposit to ERAF. For Fiscal Year 2008-2009, the State Legislature
adopted AB 1389 which required redevelopment agencies to pay into ERAF an
aggregate amount of $350 million. Of the $350 million, the Agency's share was
approximately $ I 1.5 million and the Project Area's share was $284,000. However, a
suit filed in superior court in Sacramento by the California Redevelopment
Association, along with two local redevelopment agencies and John Shirey, the
Executive Director of the California Redevelopment Association, rendered portions
of AB 1389 invalid, including the requirement for the Agency to make the Fiscal
Year 2008-2009 ERAF payment. The State filed a notice of intent to appeal the
ruling of the superior court, but the appeal was subsequently dropped by the State.

In July 2009, the State Legislature adopted AB 26 which required redevelopment
agencies to pay into their respective County Supplemental Educational Revenue
Augmentation Fund ("SERAF") an aggregate amount of $1.7 billion in Fiscal Year
2009-2010, of which approximately $56 million was the Agency's share, and an
additional $350 million in Fiscal Year 2010-2011, of which approximately $11.5
million is the Agency's share. In October 2009, the California Redevelopment
Association filed a lawsuit challenging the validity of AB 26. On May 4, 2010, the
cOUli issued a ruling denying the petition of the California Redevelopment
Association and denying a stay oftransfer offunds from the redevelopment agencies
to the counties. On May 5,2010, the CRA and other agencies decided to appeal the
ruling. The Agency cannot determine whether the appeal will be successful.

On May 10,20 I0, the Agency made the payment equal to approximately $56 million
for the Fiscal Year 2009-2010 SERAF payment allocated to the Agency. Of this
amount, approximately $1,358,000 was allocated to the Project Area. The payment
was made with prior-year Project Area non-housing tax increment revenues on hand.
The Agency expects that it will be required to make a Fiscal Year 2010-201 I SERAF
payment of approximately $11.5 million on May 10, 201 I. Of this anl0unt,
approximately $279,000 will be allocated to the Project Area. This payment will also
be paid from prior-year Project Area non-housing tax increment revenues on hand. It
is unknown whether there will be additional future ERAF or SERAF payments.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED VALVES

Tables 10 and II present an analysis of the greatest changes in assessed value
between Fiscal Years 2008-2009 and 2009-2010. As shown in Tables 10 and II, the
total assessed value for 169 residential parcels was reduced by $65,512,506
(percentage change from Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is -67%)
by the County Assessor for Fiscal Year 2009-2010 as a result of Proposition 8
reductions, increased exemptions, and changes in ownership. Of the remaining
residential parcels in the Project Area, 276 parcels increased in value by the 2%
inflation factor for Fiscal year 2009-20 I0 and 218 parcels were increased in value by
greater amounts. The remaining 105 residential parcels either increased by less than
the 2% inflation factor or remained unchanged from Fiscal Year 2008-2009. In total,
residential parcels in the Project Area decreased in value for Fiscal Year 2009-2010
by $58,968,493, or 24% from the residential property values for Fiscal year 2008
2009. The Project Area decreased in total value by $49,986,310 (6.76%) for Fiscal
Year 2009-20 IO.

More specifically, there were two property owners in the Project Arca whose total
value increased by $8,689,185 for Fiscal Year 2009-2010 due to the 2% inflation
factor and a change in ownership. There was also one property owner in the Project
Area for which total value decreased by $40,692,270 for Fiseal Year 2009-201 0 due
to an increase in the exempt value assigned by the County.
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Current Assessee

Top Ten Parcels that fncreased in Value
Chelsea San Diego Finance LLC [4]
Sotal Ocotillo Inc
Park Haven Apts No.1 LP
Jade Group LLC
TJJ Investments LLC
George Ellis LLC
FS San Ysidro LLC
Individual Owner
Individual Owner
Rehmani Exchange LLC

Subtotal

Top Ten Parcels that Decreased in Value
Steadfast Villa Nueva LP [3]
Border Station Partners LP
San Ysidro SNS LLC
Sotal Ocotillo Inc
Four Granger LLC
Goodwill Industries of San Diego County [2]
Individual Homeowner
Federal Home Loan Mortgage Corp
Alverson Street Residential LLC
First Franklin Mortgage Loan Trust

Subtotal

All Other Parcels

Total

TABLE 10
LARGEST CHANGES IN SECURED ASSESSED VALUE

(TOP TEN INCREASES AND DECREASES)

Reason for FY 2008~2009 Secured FY 2009~2010Secured
Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Proposition 13 Increase 9 $283,204,757 $288,868,848 $5,664,091 2.00%
Ownership Change 1 2,278,906 5,304,000 3,025,094 132.74%
New Construction 4 2,941,353 5,144,330 2,202,977 74.90%
Ownership Change 2 557,247 2,500,000 1,942,753 348.63%
Ownership Change 3 1,025,441 2,550,000 1,524,559 148.67%
Ownership Change 3 76,417 1,030,200 953,783 1248.13%
Proposition 13 Increase 5 34,141,709 34,834,740 693,031 2.03%
Ownership Change 1 491,450 1,124,346 632,896 128.78':>jn
New Constructron 1 188,158 700,515 512,357 272.30%
Ownership Change } 1,497649 1 988225 490576 32.76%

32 326,403,087 344,045,204 17,642,117 5.41%

Increased Exemptions 1 41,150,000 457,730 (40,692,270) ~98.89%

Assessment Appeal 1 17,525,000 12,750,000 (4,775,000) -27.25%
Ownership Change 2 3,953,520 901,673 (3,051,847) -77.19%
Ownership Change 1 3,193,173 2,040,000 (1,153,173) -36.11%
Ownership Change 1 1,234,200 237,000 (997,200) -80.80%
Ownership Change 1 732,233 0 (732,233) -100.00%
Ownership Change 2 1,466,713 754,000 (712,713) -48.59%
Ownership Change 2 837,520 308,000 (529,520) -63.22%
Proposition 8 Reduction 4 1,310,000 786,000 (524,000) -40.00%
Ownership Change 1 764694 330,000 (434694) -56.85%

16 72,167,053 18,564,403 (53,602,650) -74.28%

NA 921 340,981,605 326,955,828 (14,025,777) -4.11%
--
969 739,551,745 689,565,435 (49,986,310) R6.76%

[1] Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2] Parcel became fully exempt following the change in ownership from Image Duty Free Services to Goodwill Industries of San Diego County_
[3] Parcel is classified as affordable housing and became partially exempt starting in FY 2009-2010.

[4J Chelsea San Diego Finance lLC is one of the lop ten assessees.
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TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE

(BY RESIDENTIAL AND NON.RESIDENTIAL CATEGORIES)

FY 2008~2009 Secured FY 2009-2010 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Residential
Increase in Value (Greater Than 2%) 218 $44,019,134 $48,532,595 $4,513,461 10.25%
Increase in Value (Equal to 2%) 276 85,902,034 87,619,836 1,717,802 2.00%
Increase in Value (Less Than 2%) 34 17,697,991 18,010,741 312,750 1.77%
No change in Value [2] 71 574,243 574,243 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4] 133 43,432,220 25,184,021 (18,248,199) 42.02%
Decrease in Value from Other Assessment Appeals (5] 0 0 0 0 0.00%
Decrease in Value (Increased Exemption) [6] 7 42,142,121 1,328,568 (40,813,553) 0.00%
Decrease in Value (Ownership Changed) [7] 29 11 933284 5482530 (6450754) ~54.06%

Subtotal 768 245,701,027 186,732,534 (58,968,493) -24.00%

Non-Residential
Increase in Value (Greater Than 2%) 16 23,493,195 33,389,829 9,896,634 42.13%
Increase in Value (Equal to 2%) 154 436,076,886 444,798,303 8,721,417 2.00%
Increase in Value (Less Than 2%) 4 5,175,693 5,274,346 98,653 -27.25%
No change in Value [2] 13 0 0 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3] 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4] 2 2,279,702 2,046,608 (233,094) -10.22%
Decrease in Value from Other Assessment Appeals [5] 1 17,525,000 12,750,000 (4,775,000) -27.25%
Decrease in Value (Increased Exemption) [6] 0 0 0 0 0.00%
Decrease in Value (Ownership Changed) [71 .:; 8139026 3101673 (5037353) -61.89%

Subtotal 195 492,689,502 501,360,759 8,671,257 1.76%

New Residential Parcels [8] 4 NA 1,128,326 1,128,326 NA
New Non-Residential Parcels [8] 2 NA 343,816 343,816 NA
Superceded Parcels [9] 5 1,161,216 NA (1,161,216) NA

Total 969 739,551,745 689,565,435 (49,986,310) -6.76%

!11 Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscal year (Le. 1/1/09 for FY 2009-2010).

{2] A total of 68 residential parcels and 13 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
{3] Values based on the final Assessor's roll for each fiscal year. The reductions were a result of Proposition 8 appeals by property owners allowing a temporary reduction in assessed value based on decreasing markel value.

[4] Based on discussions with the County appraiser, the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

{s] Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value.

{6] Based on data from County Assessor, the decrease in value from FY 2008-2009 to FY 2009-2010 was due to an increase in the exemptions.

{7] Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County revised the assessed value of the parcels to reflect the market value.

[8] New parcels for FY 2009--2010 as a result of parcel changes from the prior year.

[9J FY 2008-2009 assessor parcels that did not have matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summarizes new development that may increase assessed values
within the Project Area in the future. For purposes ofthis analysis, however, we have
conservatively assumed that there will not be any increase in assessed values for
future years as a result of such new development within the Project Area.

Las Americas West

Las Americas East

Proposed 82,500-sf retail expansion of the existing Las Americas
Shopping Center on an approximately 8-acre site at the southwest comer

of Camino de la Plaza and Sipes Lane. The Sixth Implementation
Agreement between the Agency and the Shamrock Group was approved
in June 2009. The estimated assessed value at completion is $21 million.

The project is slated for completion in 20 I I.

Proposed expansion of the existing Las Americas Shopping Center on an
approximately 7-acre site at the southwest comer of Camino de la Plaza

and Virginia Street. The proposed project includes the development of
approximately I02,300-sf of retail space, including associated parking

and other commercial uses. The Seventh Implementation Agreement
with the Shamrock Group is slated for Agency consideration in Summer

2010. The estimated assessed value at completion is $30 million. The
project is slated for completion in late 201 I.

The table below summarizes three new projects which will result in a reduction of
assessed value due to property being classified by the County as non-taxable and
removed from the tax roll. It is expected that the three projects will be owned and
operated by a tax exempt non-profit entity. For purposes of this analysis, we have
assumed a reduction of future assessed value equal to the Fiscal Year 2009-2010
taxable value of such properties.

United States General Services
Administration (GSA) San Ysidro
Reconfiguration and Expansion of
the Existing Port of Entry

!

The estimated $577 million expansion project consists of the demolition
and new construction of most of the Port of Entry, including primary and

secondary inpsection areas, administration building, pedestrian building
and bridge, and other support structures. Phase I (land acquisition and

demolition activities) is underway. The entire project is slated for
completion by 2014. The seven parccls which constitute this federal

government project will be removed from the Project Area. The Agency
is also working with the County to adjust the base year value. The base

year value and tax roll will be reduced by $10,530,371 and $20,542,539,
res ectively, startin in Fiscal Year 2010-201 1.
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El Pedregal Family Apartments

Verbena Family Apartments

A 45-unit affordable housing project (TCAC 9% tax credit project) on
approximately 2.2-acres at nortb east comer West San Ysidro Boulevard·

& Averil Street. The two to three story rental project will be made
available to housebolds earning between 30% to 60% of AMI. The

project was completed in May 2010. The total project cost is estimated at
$18 million. This project's value was removed from the Fiscal Year

2009-2010 roll b the Count Assessor's Office.

An 80-unit affordable housing project (TCAC 9% tax credit project) on
approximately 6.8-acres. The three-story triplexes with garages will be

made available for households earning between 30-60% of AMI.
Construction commenced in March 2010 and is slated for completion by

June 2011. The project is expected to be removed from the project tax
rolls. Value removed fi'Oll1 the Fiscal Year 2009-2010 roll: $10,083,512.

C. TAX INCREMENT PROJECTIONS

Table 12 summarizes the Fiscal Year 2009-201 0 assessed values aud details how the
nef fax increment is calculated. Exhibit A projects the tax increment to be generated
by the Projecf Area through Fiscal Year 2041-2042, which represents 46 years after
the adoption of the PIau. DTA has estimated the future tax increment based on the
Project Area assessed valuation for Fiscal Year 2009-20 I0, utilizing the assumptions
stated herein regarding current adjustments to the increment.

For pWl'0ses of this aualysis, we are using the Fiscal Year 2009-2010 County
Assessor's secured assessed value, which is lower than the Auditor's secured value,
to calculate the projected aunual tax increment. As diseussed in Section ILD above,
Fiscal Year 2009-20I 0 includes a reduetion in value for pending assessment appeals
and assessment appeals whieh were resolved after the Fiseal Year 2009-2010
Assessor's Roll was finalized. As diseussed in Seetion IV.B above, the tax inerement
projection includes a reduction in value due to property being classified by the
County as non-taxable aud removed from the tax roll. Beginning in Fiscal Year
2010-2011, the base value is reduced by $10,530,371 to $190,106,588, due to the
parcels within the GSA Border Reconfiguration project being removed from the
Project Area.

As discussed in Section ILD.2 above, the projections are based on a reduction in
value of 6% and 4% for Fiscal Years 2010-2011 and 2011-2012, respectively. We
have then assumed no chauge in value for Fiscal Year 2012-2013, au aunual increase
of I % each year thereafter through Fiscal Year 2018-2019, aud au annual increase of
2% each year thereafter. Other than the 1% aud 2% annual increases as described
above, we are not showing the increase in values baek to base values for auy value
reductions. Actual reductions or increases in assessed value will vary.

The real property value deseribed above is added to the value ofpersonal property,
whieh ineludes secured aud unseeured personal property within the Project Area less
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unsecured exemptions for Fiscal Year 2009-20 IO. The value ofpersonal property is
assumed to remain constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base
year value, and the tax rate used in the calculation of gross revenue for Fiscal Year
2009-20 lOis the actual tax rate. This is assumed to decrease in subsequent years.
Unitary revenue and administrative charges result in adjustments to the net tax
increment, for which tlle assumptions were discussed previously. The set aside for
low and moderate income housing and the AB 1290 pass through payments are
shown as separate line items.
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TABLE 12
FY 2009-2010 TAX INCREMENT REVENUE ESTIMATE

FY 2009-2010 Base Incremental
Taxable Value Taxable Value Taxable Value

Secured Values [1]

Land $321,720,277 $86,922,162 $234,798,115
Improvement 483,313,046 125,303,235 358,009,811
Personal Property 382,096 1,941,063 (1,558,967)

Gross Value 805,415,419 214,166,460 591,248,959
Less Exemptions (115,849,984) (23,960,052) (91,889,932)

Total Secured 689,565,435 190,206,408 499,359,027

Unsecured Values [2]

Land ° ° °Improvement 17,377,593 5,511,897 11,865,696
Personal Property 21,490,786 4,918,654 16,572,132

Gross Value 38,668,379 10,430,551 28,437,828
Less Exemptions (1,619,913) ° (1,619,913)

Total Unsecured 37,248,466 10,430,551 26,817,915

Total Secured and Unsecured 726,813,901 200,636,959 526,176,942

Low/Moderate Income Housing Set-Aside Revenue

Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [9]

Estimated Valuation Adjustments
Assumed Appeals/Prop 8 Reduction/Property Transfer Impact

Adjusted Incremental Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5]
Supplemental Roll [6]
Offsets to Gross Estimated Revenue

Administrative Expenses [7]

Net Tax Increment Revenue

Taxin9 Agencies Pass Throu9hs (AS 1290) [8]

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

1,00930% [4]

($30,550,298) [3]

$495,626,644

$6,002,360
$9,589

$0

($50,024)

$4,961,925

($992,385)

($1,405,581 )

$0

$2,563,959
$992,385

[1J Assessed values provided by the County Assessor as of 1/1109,
[2J Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSVVP70@" as of 1/1/09,

[3J FY 2009-2010 reduction based on pending appeais for FY 2008-09 and 2009-10, and appeals which were resolved after the
assessor roll was finalized for FY 2009-2010. Also includes a reduction for the Verbena Family Apartments project, owned by
Barratt American Inc, which became a tax·exempt affordabie housing project during FY 2009-2010. Actual reduction based on
appeals wiil vary.

[4] For purposes of this analysis, we are using the FY 2009-2010 rate for TRAs 008-084, 008-247, 008-248, and 008-249. Please
note that TRA 008-994 has a total net value of $0.

[5] Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller.

[6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[7] Estimated at 1.00% of the gross revenue for the Project Area.

[8] Based on Tier 1 pass through equal to 20% of Gross Increment Revenue plus Tier 2 pass through equal to 16.8% of Gross
Increment Revenue using incremental value for Year 10 (FY 2005-2006) as a base vaiue.

[9] The Agency was required to make an SERAF payment of approXimately $1 ,358,000 for the Project Area on May 10, 2010. The
Agency made the payment with prior-year Project Area tax Increment revenues on hand.
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D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the
Agency. The report is based on estimates, assumptions and other information
provided by the City and developed from DTA's research and telephone discussions
with County staff, as well as om understanding of County tax procedures. The
sources of information and basis of the estimates are stated herein. While we believe
that the sources of infonnation are reliable, DTA does not express an opinion or any
other fonn of assurance on the accuracy of such information. In addition, since the
analyses contained herein aTe based on legislation and County procedmes, which are
inherently subject to uncertainty and variation depending on evolving events and
policy changes, DTA cannot represent tl1at the results presented herein will be
achieved. Some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur; therefore, the actual results achieved will vary from
the projections.

J:\CLIENTS\SanDiego\RedeveJopmeot\San Ysidro\FCR\2009-20 IO\FCR_SY_03.doc
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SAN YSIDRO
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2009 2010 2011 2012 2013 2014 2015 2016 2017
FIscal Year Ending: 2010 2011 2012 2013 2014 2015 2016 2017 2018

-------- ---- -------- ----- ---- -------- ----- ------- --------
Real Property [1] $706.560,932 $676,010,634 $614,907,457 $590,311,159 $590,311,159 $596,214.270 $602,176.413 $608,198,177 $614,280.159
Estimated Rea! Property Value Increase [2J 0 0 0 0 5,903,112 5,962,143 6,021,764 6,081,982 6,142,802

~~':~~£[::_~~~::":?.~_~..!:.:_~~~:ionlPropertyTransfer Impact/Negative Prop 13 [3J (~~_~.9.:..~?_~ (~.:.?~:'?.~1 (24,596,298) 0 0 0 0 0 0------------- ------------- ---- ---- ----- ------ --------
Total Real Property 676,010,634 614,907.457 590,311,159 590,311,159 596,214,270 602,176.413 608,198,177 614,280,159 620,422,960

:!:?tal Other Pr?!:::~X....~.L~__ 20,252,969 20,25~~ 20,252,969 20,252,969 20,252,969 ~,252,969 20,252,969 20,252,969 20,252,969-------- -------- ---------- ---- ----- ----- --------
Total Value 696,263,603 635,160,426 610,564,128 610,564,128 616,467,239 622,429,382 628,451,146 634,533,128 640,675,929

Incremenlal Value Over Base of $200,636,959 [5J 495,626,644 445,053,838 420,457.540 420,457.540 426,360,651 432,322,794 438,344,558 444,428,540 450,569,341

Gross Revenue [6J 5,002,360 4,450,538 4,204,575 4,204.575 4,263,607 4,323,228 4,383,446 4,444,265 4,505,693
Unitary Revenue $9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0

__~.:.?perty..:::..a2 AdministraHve Fee [7J __~~?20Z4) __J~~9.~l ___J~2,0~~ ~~2~::~! __.J~~~~_~1 __J~~c~~_~l ___~-:~2.~~_-:! _.J::~2.~::~ -~~~-~
Net Tax Increment Revenue 4,961,925 4,415,622 4,172,118 4,172,118 4,230,559 4,289,584 4,349,200 4,409,412 4,470,225

Low/Moderate Income Housing Set-Aside Revenue (992,385) (883,124) (834,424) (834,424) (846,112) (857,917) (869,840) (881,882) (894,045)

Taxing Agencies Pass Through (AB 1290) TIer 1 [8J (1,000,472) (890,108) (840,915) (840,915) (852,721) (864,646) (876,689) (888,853) (901,139)
Taxing Agencies Pass Through (AS 1290) Tier 2 [8J (405,109) (312,403) (271,082) (271.oa2) (280,999) (291,015) (301,132) (311,349) (321,669)
Taxing Agencies Pass Through (AB 1290) Tier 3 [8J 0 0 0 0 0 0 0 0 0

Payments to Supplemental Educational Revennue Augmentation Fund (SERAF) [9] 0 0 0 0 0 0 0 0 0

Available Non-Housing Tax Increment Revenue 2,563,959 2,329,986 2,225,698 2,225,698 2,250,727 2,276,007 2,301,539 2,327,327 2,353,372
Available Housing Tax Increment Revenue 992,385 883,124 834,424 834,424 846,112 857,917 869,840 881,882 894,045

111 Indudes secured "nd unsecured land and improvement value in the Project Area less secmed
exemptions lor FY 2009-2010. Secured value provided by the County Assessof as 01 1/1109
Unseclffed value provided by the County 01 San Diego Auditor/Controller Report ''Val FHe-04
PSVVP70@"asorlI1/0g.

12J Assumes no change in value tor Fiseal Year 2012-2013, an annual increase 011% each year
thereafter Ihrough Fiscal Year 2018_2019, and an annual increase of 2% Mch year Ihereaflef.

PJ FY 2009-2010 reduGhon based On pending appeals fot FY 2008"09 and 200S-10, and appe<1ls
which were res"loJed aller the assess"r 'oil WaS r.M~led ror FY 2009-2010, eased On discussions
with tile County, it is estimaled lhat the total real Pfoper1y value COllnty,wide will be reduced by
1% lor FY 2010-2011 and FY 2011-2012 as a resull 01 Proposlt;on 8, ProposiHon 13. appeals. and
Pfoperty !ransrers. Adual ,edudion from Proposition 8, appeals, and property translers will vary,
We have assumed a 'ed'ielion in value or 6% and 4% lor FY 201Q..2011 and 2011'2012
respectively. FY 2009-2010 also includes a 'eduction lor the Verben" Family Apartments projecl,
owned by 8anatt Ameliean Inc, which b~c"me "tax-exempt affordable housing projed during FY
2009_20jO.ln addilion. FY 2010-2011 includes a reduction for seven pa,cels within the GSA
Border Reconfiguralion Projecl which are anlicipated to be ,emoved fmm Ihe project area in FY
2010_2011.

!41 InclUdes secured and unsecured personal Pfoperty vah,e in Ihe Proj~cl Joss IlfIsew'ed
exemphons for FY 2009-2010. Secured valu" based on the ftnal FY 2009"2010 Ass~ssor Ron.
Unsecured value provided by the Cmmty of San Diego AuditoIICont,oller. We have assumad this
value to remain constant lor each subsequent year.

[5J It Is anticipated that the base vatue will be reduced to $190,106,588 in FY 2010-2011 due to the
removal of parcels wifh;n the GSA Border Reconftguralion Project from til" Project Area. Tile
a"licipated base value 'edlldion;s used starting;n FY 2010-2011, Aclua; base value redlldion
may vary.

[6J The actual tax rate of 1.00930%;s \Ised for FY 200g·2010. A 1.00% tax rate is used from FY 2010·
2011 \0 the end orthe projeeholl.

[7J Estimated ,,11_00 percent oj gross revenue fur fhe Project Area.

[8J Based On 20% or "Gross Revenlle" through FY 2G41-2042. In "ddilion. 16.8% 01 Gross Revenue
;s included rrom FY 2009_2010 through FY 2041-2042 using inorementalvalue fN Year 10 (FY
2005-2006) as a base value and 11.2% of Gross Revenue is included in FY 2041-2042 using
inere'nental value 10' Year 30 (FY 2025-2026) as a base-value,

i9] Th" Agency was requited to make an SERAF payment 01 approximalely $1,358.000 for the
Project Area on May 10, 2010, The Agency made the paYfll<lnt with prior-year Projecl Area tax
increment revenues on hand.
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SAN YSIDRO
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

**YEAR 30"
2018 2019 2020 2021 2022 2023 2024 2025 2026

Fiscal Year Ending: 2019 2020 2021 2022 2023 2024 2025 2026 2027
----------- ~---- ---- ----- ~---~~~ -------------- ------------ -.----~ ---- -------
Real Property [1J $620,422,960 $626,627,190 $639,159,734 $651,942.929 $664,981,787 $678,281,423 $691,847,051 $705,683,992 $719,797,672
Estimated Real Property Value Increase [2J 6,204,230 12,532,544 12,783,195 13,038,859 13,299,636 13,565,628 13,836,941 14,113,680 14,395,953

~!~::~~~£P.~~::.:..~~~_~:_?~_tionlPropertyTransfer ImpacVNegative Prop 13 [3J 0 0 0 0 0 0 0 0 0----------- ------------- ----------- ----- ---- -~~-- ------------ ----------- --~----

Tolal Real Property 626,627,190 639,159,734 651,942,929 664,981,787 678,281,423 691,847,051 705,683,992 719,797,672 734,193,626

:r.:?!~~~:!';:::P.~~~.J~L________ 20,252.969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969-------- ------------ --------- ------- ---- -~~-- ----- --------- ----------
Total Value 646,880,159 659,412,703 672,195,898 685,234,756 698,534,392 712,100,020 725,936,961 740,050,641 754,446,595

Incremental Value Over Base of: $200,636,959 [S[ 456,773.571 469,306,115 482,089,310 495,128,168 508,427,804 521,993,432 535,830,373 549,944,053 564,340,007

Gross Revenue [6J 4,567,736 4,693.061 4,820,893 4,951,282 5,084,278 5,219,934 5,358,304 5,499,441 5,643,400
Unitary Revenue 9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589

Adjustments 10 Gross Revenue
Supplemental Roll 0 0 0 0 0 0 0 0 0

___:.:~p_~:!t_~~_~~~~~ee [7] _~5,6722 ~~6,931) ~.9.~ --~~:_~ ___i:.9~~_~ ____i:l'--1.::.~ ___i?.~,--~~~ _____E~~_-:1 __i~~,--42~

Net Tax Increment Revenue 4,531,647 4,655,719 4,782,273 4,911,358 5,043,024 5,177,324 5,314,309 5,454,035 5,596,555

low/Moderate Income Housing Set-Aside Revenue (906,329) (931,144) (956,455) {982,272) (1,008,605) (1,035,465) (1,062,862) (1,O90,807) (1,119,311)

Taxing Agencies Pass Through (A81290) Tier 1 [81 (913,547) (938,612) (964,179) {990,256} (1,016,856) (1,043,987) (1,071,661) (1,099,888) (1,128,680)
Taxing Agencies Pass Through (AB 1290) Tier 2 [6] (332,093) (353,147) (374,623) (396,528) (418,872) (441,662) (464,908) (488,619) (512,804)
Taxing Agencies Pass Through (AS 1290) Tier 318J 0 0 0 0 0 0 0 0 (16,123)

Payments to Supplemental Educational Revennue Augmentation Fund (SERAF) 191 0 0 0 0 0 0 0 0 0

Available Non-Housing Tax Increment Revenue 2,379,678 2,432,816 2,487,017 2,542,302 2,598,592 2,656,210 2,714,879 2,774,721 2,819,636
Available Housing Tax Increment Revenue 906,329 931,144 956,455 982,272 1,008,605 1,035,465 1,062,862 1,090,807 1,119,311

[1J Includes secured and unsecured land and ;mpmvementvalue in Ihe PmJ<lct Area less secured
exempij~ns for FY 2009-2010. Secmed value provided by the Cmmty Assess'" as of 111/09.
Unsecu,ed value provided by the County of San Diego Audftor/Controller Report 'Val File-04
PBWP70@"asof1/1/09.

[21 Assumes no change in value lor Fiscal Year 2012~2013, an annual increase 011% each year
lhereafterthrough Fiscal Year 2018_2019, and an ann"al increase of2% Gach year 1herealler.

[3) FY 200£1-2010 reduction based on pending appeais for FY 2008·09 and 2009_10, a~d appeals
which were resolved alter lhe assess", roll was finalized for FY 2009_2010, Based on discllssions
with the County, it is estimated that lhe tot31 real property value Cnunty..wide will be.red'lced by
1% for FY 2010-2011 and FY 21)1 1-2012 as a resull of Proposition 8, Proposition 13, appeals. and
property transfers, Actual redudion lrom Proposition 8, appeals, and property transfers will vary.
We have assumed a 'edudion in value or6% ami 4% for FY 2010-2011 and 2011.2012,
respectively. FY 2009-2010 also indlldes a reduction for the Verbena Family Apartments project,
owned by Barratt Amelic3n Inc, which becanm a tax-exempt afjordable housing project dU~f)g FY
2009_2010. In 3dditkm. FY 2010-2011 includes a r~duction for seVen parcels within th" GSA
Border Reconfiguralion Project wi~ch are anticipated to be removed from the project area in FY
2010-2011

[41 includes secured and unsecuwd personal property vallie in the Projeclless unsecllwd
exemptions for FY 2009_2010. Secured value based on the final FY 2009-2010 Assessor RoU.
Unsocured value provided by lhe County 01 San Diego Auditor/Controller. We have assumed this
value to remain constant lor each subae'luentyear.

[5] It is anticipated that lhe base value will ba reduced to $190,106,588 in FY 2010-2011 due to the
remov31 01 parcels within the GSA Bordar Reconfigllration ProJecl Irom ~le Projed A'aa. The
anticipated base value red'lctiOn is \ISed starting in FY 2010-2011. Actual base value reduction
roayvary.

[6j Tile actual tax rate 011.00930% is used IQr FY 2009-2010. A 1.00% tax rate is used from FY 2010·
2011 to the end ojlhe projection.

[7] Estimaled at 1,00 percent of gross revemle fo, the PlOjeci Ama.

[II] Based on 20% 01 "Gross Revenue" lhr""gh FY 2041-2042. In addition, 16,8% 01 G,().~~ R"venue
is included from FY 2009-2010 through FY 2041-2042 using incremental value tor Year 10 (FY
200S_2006) as a base value and 11.2% 01 Gross Revenue is inclUded in FY 2041-2042 using
incremen1al value lor Year 30 (FY 2025_2026) as a base value.

[91 The Anency was required to make an SERAF paymelll 01 approxin\iltely $1,3S8,000 f()f the
Project Area Oil May 10, 2010, 11,e Agency made the payment with pnor..year PlOjecl Area tax
incremellt revenues Oil hand
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Payments tD Supplemental Educational Revennue Augmentation Fund (SERAF) [9J

Fiscal Year Ending:

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Real Property [1J
Estimated Rea! Property Value Increase [2J

-:'-=~~::?__~£~:_~~::':?~_'::'_~~_~~~:ionIProper!y Transfer Impact/Negative Prop 13 [3J

Total Real Property

2027 2028 2029 2030 2031 2032 2033 2034 2035
2028 2029 2030 2031 2032 2033 2034 2035 2036

----- -~-- ---,------- --,-,-------- --------- ------------- ------------- ---- -----
$734,193,626 $748,877,498 $763,855,048 $779,132,149 $794,714,792 $810,609,088 $826,821,270 $843,357,695 $860,224,849

14.683.873 14,977,550 15,277,101 15,582,643 15,894,296 16,212,182 16,536,425 16,867,154 17,204,497
0 0 0 0 0 0 0 0 0--------- ---- ----------,-,- ------------- --------- ---------- ------- --------- -,------

748,877,498 763,855,048 779,132,149 794,714.792 810,609,088 826,821,270 843,35'1,695 860,224,849 877,429,346

20,252,969 20.252,969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969 20,252,969 ~,252,96~---,--,--- -~-- --,------- ---- -~--- ------- --~---

769,130,467 784,108,017 799,385,118 814,967,761 830,862,057 847,074,239 863,610,664 880,477,818 897,682,315

579,023,879 594,001,429 609,278,530 624,861,173 640,755,469 656,967,651 673,504,076 690,371,230 707,575,727

5,790,239 5,940.014 6,092,785 6,248,612 6,407,555 6,569,677 6,735,D41 6,903,712 7,075,757
9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589 9,589

0 0 0 0 0 0 0 0 0

__2 9021 .....£.~?_~! __,_,i~~,~~,~! ____i?~,~~_~ _____i~,~!~ ____~~,-~?D __~,35~ -~~~ _._J!_~,!~_~!

5,741,925 5,890,203 6,041,446 6,195,714 6,353,068 6,513,569 6,677,279 6,844,264 7,014,588

(1,148,385) (1,178,041) (1,208,289) (1,239,143) (1,270,614) (1,302,714) (1,335,456) (1,368,853) (1,402,918)

(1,158,048) (1,188,003) (1,218,557) (1,249,722) (1,281,511) (1,313,935) (1,347,008) (1,380,742) (1,415,151)
(537,473) (562,635) (588,301) (614,480) (641,182) (668,419) (696,200) (724,537) (753,440)

(32,569) (49,344) (66,455) (83,907) (101,709) (119,866) (138,387) (157,278) (176,547)

0 0 0 0 0 0 0 0 0

2,665,450 2,912,180 2,959,844 3,008,462 3,058,053 3,108,635 3,160,228 3,212,854 3,266,532
1,148,385 1,178,041 1,208,289 1,239,143 1,270,614 1,302,714 1,335,456 1,368,853 1,402,918

$200,636,959 [5J

Taxing Agencies Pass Through (AS 1290) Tier 1 [8J
Taxing Agencies Pass Through (AS 1290) Tier 2 [8J
Taxing Agencies Pass ThroU9h (AS 1290) Tier 3 [8J

low/Moderate Income Housing Set-Aside Revenue

Gross Revenue [6J
Unitary Revenue

Incremental Value Over Base of

~~~~~':~U~L _
Total Value

Adjustments to Gross Revenue
Supplemental Roll

~operty Tax Ad~:,:~ee [7J

Net Tax Increment Revenue

[lJ Includes secured and unsecured land and imr>rovement vallie in the Project Area less secured
a.emptions lor FY 2009-2010. Secu,ed value provided by lha C"unty Assessor as of 111/(19.
Unsecured val"e provided by lhe COllnty of San Diego A"dit",iControlffi, Report 'Val File-04
PSWP70@"asoI1l1109

[2J Assumes no change in val"e lor Fiscal Year 2012~20B, an annual increase 011% each year
lhareafter th,ough Fiscal Year 2018-2019, and an annllal inc,ease 012% each yea, thereafter.

[31 FY 2009-2010 reduction based On pending appoals lor FY 2008_09 and 2009_10, and appeals
wtlich Were resolved afte' lhe aSSeSSO' roll was finalized fo' FY 2009_2010. Based on discussions
with tho County, it is ostlmalod that the lotal reai properly vahlO CO\ff\ty-wide wit! be ,educed by
1% lor FY 2010-2011 and FY 2011_2012 as a msuit 01 Proposition 8, Proposition 13, appaals. and
property transfers. Actual reduction lrom Propositi"" 8, appeals. and properly translers will vary.
Wa have ass limed a red"ction in value of 6% and 4% lor FY 2010-2011 and 2011·2012.
respectively. FY 2009--2010 also ;ncludes a red"ction fa' the Verbena Family Apartments p,ojecl,
owned by Barratt Ameliean Inc. which became a ta._exempt affordable hoUsing project during FY
2009-2010. In addition, FY 2010--2011 includes a reduction lor SeVnn pa'cels Within Ihe GSA
80rder Reconfiguration Project wtlich a'e allUcipaled-to be removed f'om lha project area in FY
2010-2011.

[4] Incllldes seemed and unsecu,ed personal property vatue in lhe Project less ullSecured
e.emptions fur FY 2009-2010. Secured value based on the final Pi 2009--2010 Assess", Roll.
Unsecured value provided by the County of San D;ego AHditoriControlkJr. We have aSSllmed this
value to remain constant for each sui\seqllenl yea'.

[5] It is antkipatad that the basa valua will ba reduced 10 $190,100,588 In FY 201(}-2011 due 10 tl,e
,emoval of pa,cels within the GSA Bord'" Reconftgmatio!l P,ojecl llOm the P,oje~"\ A'ea. The
enticipatad base value 'eduction is used stmHng;n FY 2010-2011. Actual base val"e re<:lllcllo~

may vary.

[6] The actual lax rale "I 1.00930% is Elsed lor FY 2009_2010. A 1.00% tax <ale;s \Jsed fmm Pi 2010
2011 to the e~d of the projection.

[7] Eslimaled all.00 pa'cenl of gross reVenue 10' the Projed Area.
[8] Based on 20% of "Gross R""enue' thl<>iJgh FY 2041·2042. In addition, 16.8% 01 G'oss Revenue

Is ;nckEded from FY 2009_2010 through FY 2041-2042 \ISing incremental vallie lor Yea' 10 (FY
2005-2006) as a base val"e and 11.2% of Gross Revenue Is included;n FY 2041··2042 using
Incremental value 10' Year 30 (FY 2025·2026) as a base value.

[9] The Agency was ,eq"ired to make an SERAF payment 01 app1'oxlmately $1,358,000 10' the
P,oject Area on May 10, 2010. TIle Agellcy made the peymenl wilh prior-year Prnject Area tax
increment revenues {m ha~d.
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"YEAR 46"
2036 2037 2038 2039 2040 2041

Fiscal Year Ending: 2037 2038 2039 2040 2041 2042_ .._._---------------------- ---------- ---- ----- ----- ------------ ------------
Real Properly [1) $877,429,346 $894.977,933 $912,877,491 $931,135,041 $949,757,742 $968,752,897
Estimated Real Property Value Increase [2J 17,548.587 1'1.899,559 18,257,550 18,622,701 18,995,155 19,375,058
Assumed Appeals/Prop 8 Reduction/Property Transfer Impact/Negative Prop 13 [3] 0 0 0 0 0 0------------------------ --------- --------- ------------ --------------- ---- ------
Tota! Real Property 894,977,933 912,877,491 931,135,041 949,757,742 968,752,897 988,127,955

!~:..~~.?-~~_::_~~?E~~J~L_______ 20.252.969 20.252,969 20,252,969 20,252,969 20,252.969 20,252,969--------- ---- ----- ---- --------- ------------
Total Value 915,230,902 933,130,460 951,388,010 970,010,711 989,005,866 1,008,380,924

Incremental Value Over Base of: $200,636,959 [5] 725,124,314 743.023,872 761,281,422 779,904,123 798,899,278 818,274,336

Gross Revenue [6J 7,251.243 7,430,239 7,612,814 7,799,041 7,988,993 8,182,743
Unitary Revenue 9,589 9,589 9,589 9,589 9,589 9,589

Adjustments to Gross Revenue
Supplemental Roll 0 0 0 0 0 0

_!..:::t:.:!r Tax :::~~ve Fee [7] ___(72,5"':~ _2_~~?32 __E~:_~~~l ___J!_!,990) ~~ __{81,82"Q

Net Tax Increment Revenue 7,188,320 7,365,525 7,546,275 7,730,640 7,918,692 8,110,505

Lowl1'vloderate Income Housing Set-Aside Revenue (1,437,664) (1A73,105) (1,509,255) (1,546,128) (1,583,738) (1,622,101)

Taxing Agencies Pass Through (AB 1290) Tier 1 [8J (1,450,249) (1,486,048) (1,522,563) (1,559,808) (1,597,799) (1,636,549)
Taxing AgencieS Pass Through (AB 1290) Tier 2 [8] (782,922) (812,993) (843,666) (874,952) (906,864) (939,414)
Taxing Agencies Pass Through (AB 1290) Tier 3 [8J (196,202) (216,249) (236,698) (257,555) (278,830) (300,530)

Payments to Supplemental Educational Revennue Augmentation Fund (SERAF) [9J 0 0 0 0 0 0

Available Non-Housing Tax Increment Revenue 3,321,283 3,377,130 3,434,094 3,492,196 3,551,461 3,611,911
Available Housing Tax Increment Revenue 1,437,664 1,473,105 1,509,255 1,546,128 1,583,738 1,622,101

(1) Includes secured and unsecured land and improvement value In the p",ject Area less secu,ed
exempfiollS fur FY 2009-2010. Secured value provided by the Cou~ty Assessor as of 111109
U~seCll'ed value provided by the County of San Diego A"ditorlConlrolier Report 'Val Fil"..04
PSWP70@"'asof111109.

12j Assumes no chsnge in value for Fiscal Year 2012-2013, an annual increase 011% each year
thereatter th'ough Fiscal Yea' 2018-2019, and an annual increase of 2% each year thereafter.

[3) FY 2009·2010 ,edu~tion base<! on pending appeals for FY 2008_09 and 2009_10, a"d appeals
which we,e resolved afte' Ihe assessor roll was finalized for FY 2009-2010. Based on discussions
wHh the County, it is esUmated that the totat real property value Co,mly-wide will be reduce<! by
1% for FY 2010-2011 and FY 2011-2012 as a ,esutt of Proposition 8. Proposition 13. appeals. and
property transfers. Actual ,eduction trom ProposiUon 8, appeals, and property. trans!ol1; will vary.
We have assumed a 'edll~tion in value of 6% and 4% for FY 2010-2011 and 2011-2012.
respectively. FY 2009-2010 also inclUdes a 'edllction ror the Ve'bena Family Apartments project.
owned by Barratt Am"rl~an Inc. which became a lax-e~emrl affordable housing project during FY
2009-2010. In addition, FY 2010-2011 includes a 'eduction fO{ seven pa,~els within Ihe GSA
Border Reconfiguratio" Project which are anUdpated 10 be 'emoved from the proje~t a,ea in FY
2010-2011.

[4] Includes secll,ed and unsecllfed pe,sonal prope~y vallle in Ihe Project less "nsecu,ed
exemptions for FY 2009-2010. Secmed vat"e based on the final FY 2009_2010 Assessor RoU
Unsecured value provided by the County of San Diego A"dito,/Controller. We have assumed this
value to remain constant fO{ each subsequent yea,

[5] II is anticipated that the base value ""II be reduced to $190,106,5B8 in FY 2010-2011 due to the
,emoval of pa,cels ""th;n the GSA Border Re~onfig"'''tion Project from the Pmje~1 Area. Tile
anticipated base value 'eduction is used starting in FY 2010-2011. Aclual base value re<!ucHon
may vary.

[0] The actual tax rale of 1.00930% is used ror FY 2009-2010. A 1.00% lax 'ate is used from FY 2010
2011 to Ihe end oflhe projeclion.

[7] EsUmeted all.00 per~entof gross reven"e for the P,oject A'ea.
18J Based on 20% or"G,oss Revenue"lh,ough FY 2041-2042. In addiUon, 16.8% of Gross Revenue

is indud~d from FY 2009-2010 through FY 2041-2042 using incremental value for Year 10 (fY
2005_2006) as a base value and 11.2% of Grass Revenue;s included ill FY 2041-2042 rISing
incremental value ror Year 30 (FY 2025-2026) as a base value.

{9) The Agency was required 10 make an SERAF paymenl of approximately $1 ,358.000 to, the
Projecf Area on May 10, 2010. The Agefl~y made the payme~t ""Ih prior-year P'ojacl Ama ta~

in~,ement revenues on hand.



APPENDIXB

DEMOGRAPHIC A.I\iD ECONOMIC INFORMATION REGARDING THE CITY

Set forth below is certain demographic information regarding the City of San Diego (the "City") and the
County ofSan Diego (the "County 'j. This information is providedfor informational purposes only and general
background. The 2010 Bonds are not a debt of the City, the County, the State, or any of its political
subdivisions, and none of the City, the County, the State nor any ~f its political subdivisions is liable thereon.
The information and data within this Appendix B is the latest data available; however, the current state of the
economy at City, County, State and national levels may not be reflected in the data discussed below because
more up-to-date publicly available information is not available to the Ci!y.

As set forth under "SECURITY FOR THE 2010 BONDS" in the forepart of this Official Statement, the 2010
Bonds are secured by Tax Revenues, as described therein ..

INTRODUCTION

The City, with a total population of approximately 1,376,173 as of January I, 2010 and a land area of
approximately 342 square miles, is the eighth largest city in the nation and the second largest city in California.
The City is the county seat for the County. In addition to having a favorable climate, the City offers a wide
range of cultural and recreational services to both residents and visitors. Major components of the City's
diversified economy include defense, tourism, biotechnology/biosciences, financial and business serVICes,
software and telecommunications.

Population

The following Table B-1 sets forth annual population figures for the City, the COl1llty and the State for
calendar years 2000 through 2009. The City's population increased by approximately 6.0% between 2000 and
2009, with an average mlliual increase of approximately 8,529.

TABLE B-1
POPULATION GROWTH

Calendar Years 2000 through 2009

Annual Annual Annual
Calendar City ofSan Growth County of Growth State of Growth

Year(]) Diego Rate San Diego Rate California Rate
2000 1,277,168 1.82% 2,836,284 2.16% 34,095,209 2.02%
2001 1,250,700 -2.07 2,892,535 1.98 34,766,730 1.97
2002 1,255,742 0040 2,948,541 1.94 35,361,187 1.71
2003 1,275,112 1.54 2,994,300 1.55 35,944,213 1.65
2004 1,294,000 1048 3,025,524 1.04 36,454,471 1.42
2005 1,306,000 0.93 3,053,111 0.91 36,899,392 1.22
2006 1,311,162 0040 3,077,313 0.79 37,274,618 1.02
2007 1,316,837 0043 3,117,943 1.32 37,674,415 1.07
2008 1,336,865 1.52 3,169,490 1.65 38,134,496 1.22
2009 1,353,993 1.28 3,208,466 1.23 38,487,889 0.93

(lj As ofJuly 1 of the calendar year.
Source: City of San Diego data: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section

(Unaudited).
County of San Diego and State of California data: State of California Department of Finance, Demographic
Research Unit.
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Employment

The following Table B-2 sets forth information regarding the size of the labor force, employment and
unemployment rates for the City for calendar years 2005 through 2009, and for April 201 0 (Preliminary).

TABLE B-2
LABOR FORCE - ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND
UNEMPLOYMENT OF CITY OF SAN DIEGO CIVILIAN LABOR FORCE(I)

Calendar Years 2005 through 2009, and April 2010
(Not Seasonally Adjusted)

Calendar Year
April

2005 2006 2007 2008 2009 2010(2)

Civilian Labor Force
City of San Diego(])

Employed 639,700 647,900 652,400 657,300 627,700 625,200
Unemployed 29,000 26,800 31,100 41,900 67,500 72,300

Unemployment Rates
City(]) 4.3% 4.0% 4.6% 6.0% 9.7% 10.4%
County(l) 4.3 4.0 4.6 6.0 9.7 10.4
CaliforniaI]) 5.4 4.9 5.4 7.2 11.4 12.3
United States(3) 5.1 4.6 4.6 5.8 9.3 9.5

(I) Revised labor force data and Unemployment Rates are based on a March 2008 benchmark.
(2) Preliminary; subject to change.
(3) The United States nnemployment rates for calendar year 2005-2009 were generated as of May 4,2010.
Sonrce: State of California Employment Development Department, Labor Market Infonnation Division; and the U.S.

Department ofLabor, Bnrean of Labor Statistics

The State of California Employment Development Department, Labor Market Information Division (the
"EDD"), preliminarily estimates that, on a seasonally unadjusted basis, the civilian labor force in the City in
April of 2010 was 625,200, of which approximately 72,300 persons were unemployed. Based on preliminary
estimates of the EDD as of May 24, 2010, the City's unemployment rate in April of 2010, on a seasonally
unadjusted basis, matched that of the County at 10.4% and was below the unemployment rate of the State,
which was 12.3%. However, the City's unemployment rate exceeded that of the United States, which was 9.5%.
The following Table B-3 sets forth estimates of total mmual civilian nonagricultural wage and salary
employment by number of employees in each major industry category in the County for calendar years 2004
through 2009. Annual industry employment information is not compiled by sector for the City.
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TABLE B-3
COUNTY OF SAN DIEGO

WAGE AND SALARY EMPLOYMENT
Calelldar Years 2005 through 2009(1)

Illdustry Category 2005 2006 2007 2008 2009

Mining & Logging 400 500 400 400 400
Construction 90,800 92,700 87,000 76,100 61,100
Manufacturing 104,500 103,900 102,500 102,800 95,400

Nondurable Goods 25,400 25,500 25,200 24,700 22,200
Durable Goods 79,100 78,400 77,300 78,100 73,200

Transportation, Warehousing &
Utilities 28,400 28,700 28,800 29,000 27,100
Trade 191,000 193,400 193,600 186,900 171,200

Wholesale 43,600 45,100 45,500 44,900 40,700
Retail 147,400 148,300 148,100 142,000 130,500

Financial Activities!') 83,200 83,700 80,300 75,200 70,300
Services(3) 568,700 580,900 594,000 603,300 579,500
Government 215,100 217,900 222,400 225,100 224,700

Federal 39,700 40,400 40,900 41,600 43,300
State and Local 175,400 177,500 181,500 183,500 181,400

TOTAL NONAGRICULTURAL 1,282,100 1,301,700 1,309,000 1,299,400 1,721,000

(I) All figures are based on a March 2000 Benchmark.
(2) Includes finance, insurance, and real estate.
(3) Includes professional and business, information, educational and health, leisure and hospitality and other services.
Source: State of California Employment Development Department, Labor Market Information Division.

Since the industry employment data referenced above is organized by standard industrial classification
codes, employment in the vatious high tech categories, such as teleconnnunications, software and biotechnology
may not fall into a single employment section alone. For example, some telecommunications firms appcar in
ManufactUling while others appear in Services.
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Taxable Sales

The following Table B-4-1 sets forth taxable transactions in the City for calendar years 2004 throngh
2008 and the following Table B-4-2 sets forth taxable transactions in the City for the first quarter of calendar
year 2009, the most recent period for which State Board of Equalization data is available.

TABLEB-4-1
CITY OF SAN DIEGO

TAXABLE TRAl'lSACTIONS
Calendar Years 2004 through 2008

(In Thousands)

2004 2005 2006 20011) 2008(1)

Retail Stores
Apparel $785,563 $865,833 $924,301 $959,509 $1,123,736
General Merchandise 2,142,892 2,170,831 2,236,087 2,272,494 1,995,887
Food 741,899 801,351 843,800 881,871 828,471
Eating and Drinking 2,197,430 2,311,013 2,466,681 2,617,392 2,682,884
Home Furnishings and 728,841 747,339 706,043 655,097 749,808
Appliances
Building Materials 1,440,726 1,396,894 1,427,987 1,098,559 865,280
Motor Vehicles and Parts 2,213,662 2,228,510 2,132,207 2,237,019 1,852,953
Service Stations 1,232,354 1,398,512 1,567,032 1,656,784 1,847,002
Other Retail Stores 2,375.353 2,465,882 2,527,653 2,321,276 2,045,273

Total Retail Stores $13,858,720 $14,386,165 $14,831,791 $14,700,001 $13,991,295
All Other Outlets 4,679,723 5,105,581 5,227,476 5,356,105 5,422,964
TOTAL ALL OUTLETS $J8,538~44} $.L2.,.49~L74.6 $2Q,052,26~ $ZD,056, LQ6 $.19,414>222(2

)

\IJl~ early 2007 the California State Board of Equalization began a process of converting business codes of sales and use
tax pelmit holders to North American Industry Classification System codes. As a result of the coding change process,
industry data for 2007 and 2008 are not comparable with data from prior years.

(2) Line items may not add to totals due to independent rounding.
Source: California State Board of Equalization.
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TABLEB-4-2
CITY OF SAN DIEGO

TAXABLE TRAl"lSACTIONS
Calendar Year 2009 First Quarter

(in Thousands)

Type of Business

Motor Vehicle and Parts Dealers
Horne Furnishings and Appliance Stores
Building Materials and Garden Equipment and
Supplies
Food and Beverage Stores
Gasoline Stations
Clothing and Clothing Accessories Stores
General Merchandise Stores
Food Services and Dlinking Places
Other Retail Group

Total Retail and Food Services

All Other Outlets

TOTAL ALL OUTLETS

Source: California State Board of Equalization, Taxable Sales in California.

2009
First Quarter

$ 404,313
232,046

179,969
201,635
278,502
278,305
313,311
623,086
358,877

2,870,044

1,173,138

Total taxable sales in the City of San Diego during the first quarter of calendar year 2009 declined by
approximately 13%, compared to the same period ofthe prior year.

Tourism

The tourism industry is the County's third largest industry in terms of business revenue generation,
following manufacturing and the military. The following Table B-5 sets forth total visitor spending in the
County for the calendar years 2005 through 2009.

TABLEB-S
COUNTY OF SAN DIEGO

TOTAL VISITOR SPENDING(1)
Calendar Years 2005 through 2009

(In Millions)

Calendar Year
2005(2)
2006(2)
200P)
2008
2009

Amount
$7,224

7,719
7,899
7,916
6,958

(I) Visitor spending is an estimate of total direct and indirect visitor expenditures as derived from the Visitor Activity
ModellVisitor Profile Study prepared by CIC Research, Inc. for the San Diego Convention and Visitors Bureau.

(2) Figure reflects revised estimate to include day visitors from Mexico, non-resident air travelers and conference and
convention planners and exhibitor companies.

Source: San Diego Convention and Visitors Bureau.
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The following Table B-6 sets forth the City's transient occupancy tax revenues for Fiscal Years 2005
through 2009.

TABLEB-6
CITY OF SAN DIEGO

TRANSIENT OCCUPANCY TAX!!)
Fiscal Years 2005 through 2009

(in thousands)

Fiscal Year Amount

2005 $ 120,792
2006 136,803
2007 154,810
2008 159,348
2009 140,657

(I) Includes both the Geueral Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢ of 10.5¢) allocated to Special
Promotional Programs. Special Promotional Programs are intended to: advance the City's economy by promoting the
City as a visitor destination; develop, maintain, and enhance visitor-related facilities; and support the City's cultural
amenities and natural attractions. Includes both the General Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢
of 10.5¢) allocated to Special Promotional Programs. Special Promotional Programs are intended to: advance the
City's economy by promoting the City as a visitor destination; develop, maintain, and enhance visitor-related facilities;
and support the City's cultural amenities and natural attractions.

Source: Fiscal Year 2009 Comprehensive Annual Financial Report, Comptroller's Office, City of San Diego.

The City is the focal point for tourism in thc County. Based on the San Diego County Visitor Industry
Summary produced by San Diego Convention and Visitors Bureau, in calendar year 2009 an average of 67.3%
of the County's hotel and motel rooms rented were located in the City. In addition, most of the County's major
tourist attractions, including the world-renowned San Diego Zoo, the San Diego Wild Animal Park and Sea
World, are located in the City. Other attractions located in the City include the Cabrillo National Monument on
Point Lorna, the historic Gaslamp Qumter in the downtown area, the Old Town State Park, Balboa Park and a
host of other cultural and recreational activities.

Based on the San Diego County Visitor Industry Summary, in calendar year 2009, there were 8,501,391
airport arrivals and 665,757 Amtrak arrivals in the County; City average hotel occupancy was 65.4%. As of
March 2010, the City average hotel occupancy rate was 70.9%, which represents a 12.0% increase from the
same period of the prior year.

1n addition to the many pelmanent attractions available to visitors, the City has also been host to a
number of major spOlting events. The City annually hosts the Buick Invitational, a Professional Goiters'
Association Tour Event played at the world renowned Torrey Pines Golf Course. In addition, the City has
annually hosted a pair of post season contests of elite college football teams, the Holiday Bowl and the
Poinsettia Bowl.

The San Diego Convention Center has 2.6 million total gross square feet of buildings. According to the
San Diego Convention Center Corporation, since opening in 1989, the Convention Center has generated over
$18.3 billion in economic benefit for the San Diego regional economy through increased visitor spending,
additional hotel room nights, and new jobs.

Military

Military and related defense spending arc significant factors in the County economy. Military
installations include Mmine Corps Base Camp Joseph H. Pendleton; the Marine Corps Recruit Depot (MCRD);
Marine Corps Air Station at Miramar; Naval Air Station NOlth Island; Naval Station San Diego; and Naval
Submarine Base, San Diego.
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The following Table B-7 sets forth the military and related defense expenditures and personnel in the
City for the federal fiscal years ended September 30, 2008 and September 30, 2009.

TABLEB-7
CITY OF SAN DIEGO(])

TOTAL DEFENSE EXPENDITURE AND PERSONNEL
Federal Fiscal Years ended September 30, 2008 and September 30, 2009

Fiscal
Year

Expenditures (In Thousands)

Grants/ Payroll
Contracts(3

) Outlays(2)

Military & Civilian Personne{2J
Active Duty

Military Civilian(4) Total

2008
2009

$9,080,575
$10,754,006

$5,543,618
$5,778,806

64,605
67,432

25,232
24,965

89,837
92,397

(1) Data inc1~des activity-and expenditures which may occur outside the City or in adjacent counties related to County
based sites.

(2) Computation for Personnel & Payroll Data includes Active Duty Marines and all Commands in the following Navy
Installations: Naval Base San Diego, the Broadway Complex, Naval Base Point Lama, Naval Base Coronado, Marine
Corps Air Station Miramar, Marine Corps Recruit Depot Miramar, and Naval Medical Center.

(3) Procnrement data inclndes Contracts for Dept of Defense only in Congressional Districts CA-49, CA-50, CA-51, CA
52 and CA-53.

(4) Inclndes Appropriated and Non-appropriated Funds Civilians Navy employees, Defense Commissary Agency
employees, Navy Exchange employees and Marine Corps Exchange employees.

Source: Defense Manpower Data Center and Total Workforce Management System, Commander Navy Region Southwest,
Regional Business Office.

International Trade

The following Table B-8 sets forth the valuation of exports originating in the San Diego Customs
District for the calendar years 2005 through 2009.

TABLEB-8
VALUATION OF EXPORTS

ORIGINATING IN SAN DIEGO CUSTOMS DISTRICT(l)
Calendar Years 2005 through 2009

(In Millions)

Calendar Year

2005
2006
2007
2008
2009

Amount

$14,990
15,980
16,002
16,607
14,007

(I) The San Diego Customs District includes the ports of San Diego, Andrade, Calexico, San Ysidro, Tecate, Otay Mesa
Station, and Calexico-East.

Source: RAND California, Business and Economic Statistics and US Census Bureau Foreign Trade Statistics.
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Top Ten Principal Employers

The following Table B-9 sets forth the top 10 principal employers in the City of San Diego as of
June 30, 2009.

TABLEB-9
CITY OF SAN DIEGO

TOP TEN PRINCIPAL EMPLOYERS
Fiscal Year 2009

(unaudited)

Employer
United States Navy(2)
San Diego Unified School Distrid3

)

University of California San Diego
San Diego County!')
Sharp Memorial Hospital
City of San Diego(5)
Kaiser Pennanente
University of San Diego
Qualcomm, Inc(6)
UC San Diego Medical Center
Total Top Employers

Number of
Employees

55,300
21,959
19,435
17,900
14,724
10,799
7,220
6,086
6,000
5,300

164,723

Percentage of
Total Employment!)

7.91%
3.14
2.78
2.56
2.11
1.54
1.03
0.87
0.86
0.76

23,56%

(1) Percentage based on total employment of 699,200 provided by the EDD Labor Force Data.
(2) Employee count includes only U.S. Navy branch civilian and military persormeI.
(3) Employee count is district-wide; school district bouudaries do not coincide with City of San Diego boundaries.
(4) Employee count is county-wide.
(5) Employee couut is provided by the City of San Diego, Office of the Comptroller.
(6) Based on Fiscal Year 2008 employee count. Fiscal year 2009 employee couut was not yet available.
Source: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section (Unaudited).

Personal Income

The following Table B-IO scts forth the per capita personal income in the County and the State for
calendar years 2005 through 2009.

TABLE B-I0
COUNTY OF SAN DIEGO AND STATE OF CALIFORNIA

PER CAPITA PERSONAL INCOME(')
Calendar Years 2005 through 2009

Calendar Year
2005
2006
2007
2008
2009(3)

County ofSan Diego(2)

$40,383
42,801
44,832
45,728

State ofCalifornia
37,418
40,020
41,805
43,852
42325(4),

rn--A:mounts for County and State may not be comparable based on different source methodology.
(2) Reflects per capita personal income for the San Diego-Carlsbad-San Marcos Metropolitan Statistical Area.
(3) County of San Diego Per Capita Personal Income for Calendar Year 2009 not yet available as of the date of this

Official Statement.
(4) Preliminary.
Source: California data: U.S. Bureau of Economic Analysis and Bureau of the Census.
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Property Value and Construction

The following Table B-ll sets forth total City assessed value, building pennit valuations and the
number of new construction pe1111its issued in the City for Fiscal Years 2005 through 2009.

Residential construction activity has continued to decline since peaking in 2005. The subprime
mortgage crisis and the resulting significant increase in the number of foreclosures have contributed to this
downtu111.

TABLEB-ll
CITY OF SAN DIEGO

ASSESSED VALUE AND CONSTRUCTION PERMIT VALUATION
Fiscal Years 2005 through 2009

($ in thousands)

Residentialtl ) Non-Residential(2
)

Total Permit
Assessed

Fiscal Dwelling Assessed Assessed Value
Year Units Valu/4! Permits Valu/4! Estimat/4!

2005 3,961 $941,561 221 $1,216,258 $2,157,819
2006 3,702 762,811 272 1,266,451 2,029,262
2007 3,540 587,520 217 1,035,183 1,622,703
2008 2,228 437,934 175 931,648 1,369,582
2009 1,117 202,268 138 576,879 779,147

(I) Re~identialreflects construction of new structures.
(2) Non-residential reflects construction of new structures whose intended use includes commercial, industrial, and other

uses. Each permit is a separate structure.
(3) Valuation figures only include valuation of newly created stmctures. These figures do not include minor modification

work such as interior remodels, reroofs, etc. Total permit Assessed Value is an estimate determined at time of permit
issuance; actuals may vary.

Source: Development Services Department, City of San Diego, Pennit Tracking System Database.

According to the San Diego County Recorder's Office, there has been an increase in the number of
notices of loan defaults issued in the County in calendar year 2009 relative to calendar year 2008; however,
foreclosures have dropped during this time frame. There were 34,069 notices of default issued in 2008 in the
County of San Diego, which increased to 38,308 notices issued in 2009. However, foreclosures in the County
were 19,577 in 2008, which decreased to 15,487 foreclosures in 2009.
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The following Table B-12 sets forth foreclosure activity in the County for the calendar years 2005
through 2009.

TABLE B-12
COUNTY OF SAN DIEGO

FORECLOSURE ACTIVITY
Calendar Years 2005 through 2009

Calendar Year
2005
2006
2007
2008
2009

Foreclosures
559

2,065
8,417

19,577
15,487

Total number of
Housing Unitil )

1,107,985
1,118,283
1,131,749
1,140,349
1,145,548

% ofTotal
Housing

Units
0.05%
0.18
0.74
1.72
1.35

(lj As ofJanuary 1 of tile indicated year.
Source: County of San Diego, Assessor's Records; and SANDAG.

Transportation

San Diego's transportation system provides for the movement of people and goods through a network of
highways and roads, public transit, freight railroads, airpOlts, seaports, and intermodal facilities. Local streets,
paths and trails serve to provide local access and connections to the regional network. The transportation system
provides travel for residents, employees, visitors, and goods movement and creates a system that supports City
and regional economic needs. To accommodate the various travel needs, the City's transpOltation network
includes numerous modes of transportation.

SANDAG is the region's transportation and planning agency. The City participates in the development
and adoption of SANDAG documents and programs through the votes of elected officials serving on the
SANDAG Board of Directors, staff participation on SANDAG advisory committees, and direct citizen
participation in the process.

The automobile-highway system is the primary mode of travel in the region. Based on public
information published by SANDAG the existing regional transportation system consists of over 600 miles of
freeways and highways and about 7,400 miles of local streets and roads. Over 84 million vehicle miles are
traveled daily, with an average vehiele trip length of 6.4 miles. At present, the capacity of the auto-highway
system is being exceeded in a number of corridors during the peak commute hours when most people are going
to and from work. Within the San Diego region, transit services are provided by the Metropolitan Transit
System ("MTS") in the southern metropolitan area (including the City) and the NOlth County Transit District
("NCTD") in the northern part of the county (with Coaster and bus services that tie into the City of San Diego).
Transit services are provided both for trips within the City and region and for trips between San Diego and
adjacent areas. The current transit network includes local and express bus, light rail (trolley), and Coaster
commuter rail services. According to SANDAG data, the region's transit systems provide about 35 million
miles of annual transit service, carrying over 104 million total annual passengers.

In addition, there are demand-responsive transit services that provide transit service in sparsely traveled
areas and for travelers with special needs that eannot be well served by fixed-route service.

The Coaster and Amtrak trains provide passenger rail service to the City along the coastal rail corridor.
Passenger and freight trains also share the predominately single-track conidor. The Coaster provides commuter
rail service between Oceanside and Downtown San Diego with stations in the City at Sorrento Valley, Old
Town, and the Santa Fe Depot. Amtrak provides intercity passenger rail service from Downtown San Diego to
Los Angeles, and north to San Luis Obispo, which is the second most heavily traveled intercity passenger rail
conidor in the nation.
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The City of San Diego has a developed network of designated bikeways as described in the City's
Bicycle Master Plan, The City's network includes bicycle paths in Mission Valley, Mission Bay Park, and
along the beachfi-onts in Pacific Beach and Mission Beach, Other facilities of significant length can be found in
the communities of Carmel Valley, Rancho Pei'iasquitos, Mira Mesa, Rose Canyon, near the San Diego Airport,
and in the Mission Trails Park.
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Due to its size the "Annual Financial Report of the Agency

for Fiscal Year 2008-2009" is included only with
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APPENDIXD

SUMMARY OF TRUST INDENTURE

Certain provisions of the Trust Indenture (the "Indenture") are discussed in the body of this Official Statement. The

following are summaries ofcertain additional provisions of the Indenture relating to the issuance of the 2010 Bonds,

and do not purport to be comprehensive or definitive. Reference is made to each document for complete details ofall of

its terms and conditions

Definitions.

Unless the context otherwise requires, the tenus defined in the Indenture 1.01 shall, for all purposes of the
Indenture, of any indentnre snpplemental hereto, and of any certificate, opinion or other document mentioned in
the Indenture, have the meanings specified in the Indentnre:

"Agency" means the Redevelopment Agency of the City of San Diego, a public body, corporate and politic,
established under the Law.

"Agency Deposit" means the amount of $ deposited by the Agency, from moneys on hand with the
Agency, into the Agency Deposit Fund. The Agency Deposit is pledged to repayment of the Bonds as set forth
in the Indenture.

"Agency Deposit Fnnd" means the Fnnd by that name established by Section 5.09 hereof.

"Agency Deposit Fund Withdrawal" has the meaning set forth in Section 5.09 hereof.

"Additional Allowance" means, as the date of calculation, the amount of Tax Revenues which, as shown in the
Report of an Independent Financial Consultant, are estimated to be receivable by the Agency within the Fiscal
Year following the Fiscal Year in which such calculation is made as a result of increases in the assessed
valuation of taxable property in the Project Areas due to either (a) construction which has been completed but
not yet reflected on the tax rolls, or (b) transfer of ownership or any other interest in real property which has
been recorded but which is not then reflected on the tax rolls. For purposes of this definition, the tenu
"increases in the assessed valuation" means the amount by which the assessed valuation of taxable property in
the Project Areas is estimated to increase above assessed valuation of taxable property in the Project Areas (as
evidenced on the written records of the San Diego County Auditor-Controller) as of the date in which such
calculation is made.

"Annual Debt Service" means, for each Fiscal Year, the sum of (a) the interest payable on the Outstanding
Bonds in such Fiscal Year, assuming that the Outstanding Serial Bonds are retired as scheduled and that the
Outstanding Tenn Bonds are redeemed from sinking fund payments as scheduled and (b) the principal amount
of the Outstanding Serial Bonds payable by their terms in such Fiscal Year and the principal amount of the
Outstanding Tenu Bonds scheduled to be paid or redeemed from (c) sinking fund payments in such Fiscal Year,
excluding the redemption premiums, if any, thereon.

"Authority" means the Public Facilities Financing Authority of the City of San Diego, a joint powers authority
duly organized and existing nnder the laws of the State.

"Bank Housing Lines of Credit" means the following credit agreements between the Agency and U.S. Bank
National Association, as successor iu interest to San Diego National Bank (the "Bank"):

(i) Credit Agreement (City Heights Housing Project - Redevelopment Agency of the City
of San Diego) dated as of July 26,2007, between the Agency and the Bank, with respect to the City
Heights Redevelopment Project (the "City Heights 2007 Housing Credit Agreement"), as amended by a
First Amendment thereto;
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(ii) Credit Agreement (North Park Housing Project ~ Redevelopment Agency of the City of
San Diego) dated as of July 26,2007, between the Agency and the Bank, with respect to the North Park
Redevelopment Project (the "North Park 2007 Housing Credit Agreement"), as amended by a First
Amendment thereto;

(iii) Credit Agreement (North Bay Housing Project ~ Redevelopment Agency of the City of
San Diego) dated as of July 26,2007, between the Agency and the Bank, with respect to the North Bay
Redevelopment Project (the "North Bay 2007 Housing Credit Agreement"), as amended by a First
Amendment thereto; and

(iv) Credit Agreement (Naval Training Center Housing Project - Redevelopment Agency of
the City of San Diego) dated as of July 26, 2007, between the Agency and the Bauk, with respect to the
Naval Training Center Redevelopment Project (the "Naval Training Center 2007 Housing Line of
Credit"), as amendcd by a First Amendment thereto.

"Bond Counsel" means any attorney or firm of attorneys nationally recognized for expertise in rendering
opinions as to the legality and tax-exempt status of securities issued by public entities and selected by the
Agency.

"Bond Fund" means the fund by that name established pursuant to Section 5.03 hereof.

"Bond Year" means the twelve-month period extending from September 2 in any year to the following
September 1, both dates inclusive.

"Bonds" means the 2010 Bonds and, to the extent required by any Supplemental Indenture, any Parity Bonds
authorized by, and at any time Outstanding pursuant to the Indenture and such Supplemental Indenture.

"Book-Entry Depository" shall mean DTC or any successor as Book-Entry Depository for the Bonds, appointed
pursuant to Section 2.12.

"Business Day" means any day other than a Saturday, a Sunday or a day on which banking institutions in New
York, New York, Los Angeles, California, and the city in which the Corporate Trust Office is located, are
authorized or obligated by law to be closed.

"Chair" means the chairperson of the Agency appointed pursuant to the Law, or other duly appointed officer of
the Agency authorized by the Agency by resolution or by law to perfornl the functions of the chairperson in the
eveut of the ehairperson's absence or disqualification.

"City" means the City of San Diego, California.

"City Heights Loan Agreement" means amounts payable by the Agency under a loan to the Agency under a
Disposition and Development Ab'Teement, dated May 16, 2000, by and between the Agency and SDRC and
relating to the City Heights Urban Village Town Homes and Office Project.

"Closing Date" means any date upon which there is a physical delivery of any series of the Bonds in exchange
for an amount representing the purchase price of the Bonds by the Oliginal purchasers.

"Code" means, with respect to a series of Tax-Exempt Bonds, the Internal Revenue Code of 1986, as amended.
Any reference to a provision of the Code shall be deemed to include the applicable Tax Regulations
promulgated with respect to such provision.

"Continuing Disclosure Certificate" means an undertaking entered into by the Agency relative to the Original
Purchaser's obligations under Rule l5c2-l2 of the Securities and Exchange Commission, as provided pursuant
to Section 6.19 ofthe Indcnture.
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"Corporate Trust Office" means such corporate trust office of the Trustee as may be designated from time to
time by written notice from the Trustee to the Agency, initially being 633 W. 5th Street, 24th Floor, Los
Angeles, Califomia 90071 except that with respect to presentation of Bonds for payment or for registration of
transfer and exchange such term shall mean the office or agency of the Trustee at which, at any particular time,
its corporate trust agency business shall be conducted.

"Costs of Issuance" means items of expense payable or reimbursable directly or indirectly by the Agency and
related to the authorization, sale and issuance of the Bonds, which items of expense shall include, but not be
limited to, printing costs, costs of reproducing and binding documents, closing costs, filing and recording fees,
initial fees and charges of the Trustee including its first annual administration fee, expenses incurred by the
Agency in connection with the issuance of the Bonds, underwriter's discount, original issue discount, placement
agent fees, legal fees and charges, including bond counsel and financial consultants fees, costs of cash flow
verifications, premiums for any municipal bond insurance policy that may be purchased and for any reserve
accouut surety bond the Agency may purchase, rating agency fees, charges for execution, transportation and
safekeeping of the Bonds and other costs, charges and fees in connection with the original issuance of the
Bonds.

"Costs of]ssuance Fund" means the fund by that name established by Section 3.02.

"County" means the County of San Diego, California.

"County Assessor" means the person who holds the office in the County in which the Agency is located
designated as the County Assessor, or one of his duly appointed deputies, or any person or persons performing
substantially the same duties in the event said office is ever abolished or changed.

"County Auditor-Controller" means the person who holds the office in the County in which the Agency is
located designated as the County Auditor-Controller, or one of his duly appointed deputies, or any person or
persons performing substantially the same duties in the event said office is ever abolished or changed.

"Defeasance Securities" means any of the following, or any combination thereof: (a) cash, (b) State and Local
Govemment Series securities issued by the United States Treasury, (c) United States Treasury bills, notes and
bonds, as traded on the open market, which are not subject to optional call or redemption, and (d) zero coupon
United States Treasury Bonds.

"DTC" shall mean The Depository Trust Company, New York, New York, and its successors and assigns.

"Executive Director" means the executive director of the Agency appointed pursuant to the Law, or other duly
appointed officer of the Agency authorized by the Agency by resolution or by law to perfOllli the functions of
the executive director including, without limitation, any deputy executive director of the Agency.

"Event of Default" means any of the events described in Section 9.01 hereof.

"Federal Securities" means the following securities:

(l) United States Treasury Bills, bonds, and notes for which the full faith and credit of the
United States are pledged for payment of principal and interest;

(2) Direct senior obligations issued by the following agencies of the United States
Govemment: the Federal Farm Credit Bank System, the Federal Home Loan Bank System, the Federal
National Mortgage Association, the Federal Home Loan MOltgage Corporation and the Telmessee
Valley AuthOlity;

(3) Mortgage Backed Securities (except stripped mortgage seeurities) issued by the Federal
National Mortgage Association, the Federal Home Loan Mortgage Corporation and the Govemment
National Mortgage Association; and
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(4) United States Treasury Obligations, State and Local Govenunent Series.

"Fiscal Year" means any twelve-month period extending from July I in one calendar year to June 30 of the
succeeding calendar year, both inclusive, or any other twelve-month period hereafter selected and designated by
the Agency as its official fiscal year period.

"Fitch" means Fitch Ratings and its successors, and if such company shall for any reason no longer perform the
functions of a securities rating agency. "Fitch" shall be deemed to refer to any nationally recognized securities
rating agency designated by the Agency and the City.

"Housing Fund" means, collectively, the Low and Moderate Income Housing Funds for the Project Areas
established pursuant to Section 33334.3 of the Law and held by the Agency.

"Housing Projects Fund" means the fund by that name held by the Trustee pursuant to Section 3.06.

"Indenture" means this Trust Indenture, entered into by the Agency as it may be amended or supplemented by
any Supplemental Indenture adopted pursuant to the provisions hereof.

"Independent Certified Public Accountant" means any accountant or firm of such accountants duly licensed or
registered or entitled to practice and practicing as such under the laws of the State of California, appointed by
the Agency, and who, or each of whom:

I. is in fact independent and not under domination of the Agency;

2. does not have any substantial interest, direct or indirect, with the Agency; and

3. is not connected with the Agency as an officer or employee of the Agency, but who
may be regularly retained to make reports to the Agency.

"Independent Financial Consultant" means any financial consultant or finu of such consultants appointed by the
Agency, and who, or each of whom:

(1) is in fact independent and not under domination of the Agency;

(2) does not have any snbstantial interest, direct or indirect, with the Agency; and

(3) is not cOl1l1ected with the Agency as an officer or employee of the Agency, but who
may be regularly retained to make reports to the Agency.

"Information Services" means Financial Information, Inc.'s "Daily Called Bond Service," 30 Montgomery
Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Kenny Information Services' "Called Bond
Service," 65 Broadway, 16th Floor, New York, New York 10006; Moody's Investors Service "Municipal and
Government," 99 Church Street, 8th Floor, New York, New York 10007, Attention: Municipal News Reports;
Standard & Poor's Corporation "Called Bond Record," 25 Broadway, 3rd Floor, New York, New York 10004;
and, in accordance with then current guidelines of the Securities and Exchange Commission, such other
addresses and/or such other services providing information with respect to the redemption of bonds as the
Agency may designate in a Written Request of the Agency delivered to the Trustee.

"Interest Account" means the Account by that name established pursuant to Section 5.03.

"Interest Payment Date" means March I and September I in any year in which Bonds are Outstanding,
commencing March I, 20 I I.

"Law" means the Community Redevelopment Law of the State of Califomia, constituting Part I (commencing
with Section 33000) of Division 24 of the Health and Safety Code of the State of California, and the acts
amendatory thereof and supplemental thereto.
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"Maximum Annual Debt Service" means, as ofthe date of any calculation, the largest Annual Debt Service with
respect to the Bonds during the cun'ent or any future Fiseal Year.

"Moody's" means Moody's Investors Service, its successors and assigns, and if such corporation shall for any
reason no longer perform the functions of a securities rating agency, "Moody's" shall be deemed to refer to any
other nationally recognized securities rating agency designated by the Agency and the City.

"Original Purchaser" means, collectively, De La Rosa & Co., and Piper Jaffray & Co., as the original purchasers
of the 20 I0 Bonds from the AuthOlity and in connection with the issuance of any Parity Bonds the original
purchaser thereof.

"Outstanding," when used as of any paIiicular time with reference to Bonds, means (subject to the provisions of
Section 8.04) all Bonds except:

(I) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for
cancellation;

(2) Bonds paid or deemed to have been paid within the meaning of Section 10.03
(regardless of whether all Bonds shall have been so paid or so deemed to have been paid); and

(3) Bonds in lieu of or in substitution for which other Bonds shall have been authorized,
executed, issued and delivered by the Agency pursuant to the Indenture or any Supplemental Indenture.

"Owner" or "Bondowner" means the person or persons whose name appears on the registration books
maintained by the Trustee as the registered owner of a Bond or Bonds.

"Parity Bonds" means any bonds, notes, loans, advances, or indebtedness issued or incurred by the Agency on a
parity with the 20 I0 Bonds in accordance with the provisions of Sections 3.03 and 3.04 hereof.

"Participant" means those broker-dealers, banks and other financial institutions from time to time for which
DTC holds 2010 Bonds as securities depository.

"Permitted Investments" means any of the following to the extent then permitted by law and Section 7.07
hereof:

(I) Federal Securities;

(2) Obligations of any state, territory or commonwealth of the United States of America or
any political subdivision thereof or any agency or department of the foregoing; provided, that at the time
of their purchase such obligations are rated "AAA" by two Rating Agencies;

(3) Bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by
any corporation which are, at the time of purchase, rated by each Rating Agency in their respective
highest short-term rating categories, or, if the term of such indebtedness is longcr than three years, rated
"AAA" by two Rating Agencies;

(4) Taxable commercial paper or tax-exempt commercial paper with a maturity of not more
than 270 days, rated at the time of purchase "AI/PI/Fl" by two Rating Agencies;

(5) Deposit accounts or certificates of deposit, whether negotiable or non-negotiable, issued
by a state or national bank (including the Trustee and its affiliates) or a state or federal savings and loan
association or a state-licensed branch of a foreign bank; provided, however, that such certificatcs of
deposit or deposit accounts shall be either (a) continuously and fully insured by the Federal Deposit
Insurance Corporation; or (b) have maturities of not more than 365 days (including certificates of
deposit) and are issued by any state or national bank or a state or federal savings and loan association,
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the short-tellli obligations of which are rated in the highest short term letter and numerical rating
category by two Rating Agencies;

(6) Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as bankers acceptances, which bank has short term obligations outstanding which are
rated by two Rating Agencies in their respective highest short-term rating categories, and which bankers
acceptances mature not later than 180 days from the date of purchase.

(7) Any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States or any national banking association (including the Trustee), or a state
licensed branch of a foreign bank, having a minimum permanent capital of one hundred million dollars
($100,000,000) and with short-term debt rated by two Rating Agencies in their respective three highest
shOli-term rating categories or any government bond dealer reporting to, trading with, and recognized as
a primary dealer by, the Federal Reserve Bank of New York, which agreement is secured by anyone or
more of the securities and obligations described in clause (1) of this definition, which shall have a
market value (valued at least weekly) not less than 102% of the principal amount of such investment
and shall be lodged with the Trustee, the Treasurer or other fiduciary, as a custodian for the Trustee, by
the bank, trust company, national banking association or bond dealer executing such repurchase
agreement. The entity executing each such repurchase agreement required to be so secured shall furnish
the Trustee with an undeliaking satisfactory to it that the aggregate market value of all such obligations
securing each such repurchase agreemcnt (as valued at least weekly) will be an amount equal to 102%
the principal amount of such repurchase agreement and the Trustee shall be entitled to rely on each such
undeliaking;

(8) Investments in a money market fund, including those of an affiliate of the Trustee rated
"AAAm" or "AAAm-G" or better by S&P and Moody's, investments of which are limited to
investments described in clauses (1), (2) and (7) of this definition.

(9) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or of
any political subdivision or public agency thereof which are rated in the highest short-tenn rating
category or within one of the three highest long-term rating categories of two Rating Agencies
(excluding securities that do not have a fixed par value and/or whose ternlS do not promise a fixed dollar
amount at maturity or call date);

(10) For amounts less than $10,000, interest-bearing demand or time deposits (including
certificates of deposit) in a nationally or state-chartered bank, or a state or federal savings and loan
association in the State, fully insured by the Federal Deposit Insurance Corporation, including the
Trustee or any affiliate thereof;

(II) Investments in taxable money market funds or portfolios restricted to obligations with
an average maturity of one year or less and which funds or portfolios are rated in either of the two
highest rating categories by two Rating Agencies or have or are portfolios guaranteed as to payment of
principal and interest by the full faith and credit of the United States of America and which may include
funds for which the Trustee, its parent holding company, if any, or any affiliates or subsidiaries of the
Trustee provide investment advisory or other management services;

(12) Investments in the City's pooled investment fund;

(13) Investments in the Local Agency Investment Fund created pursuant to Section 16429.1
of the Govenffi1ent Code of the State;

(14) Shares of beneficial interest in diversified management companies investing exclusively
in secuntles and obligations described in clauses (1) through (11) of this definition and which
companies are rated in their respective highest rating categories by two Rating Agencies or have an
investment advisor registered with the Securities and Exchange Commission with not less than five
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years' experience investing in such securities and obligations and with assets under management in
excess of five hundred million dollars ($500,000,000); and

(15) Any guaranteed investment contract, including forward delivery agreements ("FDAs")
and forward purchase agreements ("FPAs"), with a financial institution or insurance company which has
at the date of execution thereof an outstanding issue of unsecured, uninsured and unguaranteed debt
obligations or a claims-paying ability rated within the two highest rating categories of two or more
Rating Agencies. Only Permitted Investments described in clause (1) above and having maturities equal
to or less than 30 years from their date of delivery will be considered eligible for any
collateralization/delivery purposes for guaranteed investment contracts, FDAs or FPAs;

(16) Shares in a California common law hust established pursuant to Title 1, Division 7,
Chapter 5 of the Government Code of the State which consists exclusively of investments permitted by
Section 53601 of Title 5, Division 2, Chapter 4 of the Gove111l1lent Code of the State, as it may be
amended.

"Principal Account" means the Account by that name established pursuant to Section 5.03 hereof.

"Principal Payment Date" means September I in each year in which any of the 2010 Bonds mature by their
respective ten115; and with respect to any Parity Bond means the stated maturity date of such Parity Bond.

"Purchase Price" means, with respect to a series of Tax-Exempt Bonds, for the purpose of computation of the
Yield of the Bonds, has the same meaning as the tenn "issue price" in Section 1273(b) and 1274 of the Code,
and, in general, means the initial offering price to the public (not including bond houses and brokers, or similar
persons or organizations acting in the capacity of underwriters or wholesalers) at which price a substantial
amount of the Bonds are sold or, if the Bonds are privately placed, the price paid by the original purchaser
thereof or the acquisition cost of such original purchaser. The tel111 "Purchase Price," for the purpose of
eomputation of the Yield of Pennitted Investments, means the fair market value of the Pennitted Investments on
the date of use of Bond proceeds for acquisition thereof, or if later, on the date that any Pennitted Investment
becomes a Nonpurpose Investment, as defined in the Code, of the Bonds.

"Qualified Reserve Account Credit Insh'ument" means any irrevocable standby or direct-pay letter of credit or
surety bond issued by a commercial bank or insurance company and deposited with the Trustee pursuant to
Section 5.03(c), provided that all of the following requirements are met: (a) the long-term credit rating of such
bank or insurance company at the time of issuance of such letter of credit or surety bond is in one of the two
highest rating categories by S&P and Moody's; (b) such letter of credit or surety bond has a term of at least
twelve (12) months; (c) such letter of credit or surety bond has a stated amount at least equal to the portion of
the Reserve Requirement with respect to which funds are proposed to be released pursuant to Section 5.03(c);
(d) the Trustee is authorized pursuant to the telms of such letter of credit or surety bond to draw thereunder an
amount equal to any deficiencies which may exist from time to time in the Interest Account, or the Principal
Account for the purpose of making payments required pursuant to Section 5.03(a), (b) or (c); and (e) written
notice of the posting of such Qualified Reserve Account Credit Instrument is given to the Rating Agencies.

"Rating Agencies" means any ofthe following: Fitch, Moody's and S&P.

"Rebate Account" means, with respect to a series of Tax-Exempt Bonds, the Account by that name established
and held by the Trustee pursuant to Section 7.10 hereof.

"Record Date" means, with respect to any Interest Payment Date, the close of bnsiness on the fifteenth calendar
day of the month preceding such Interest Payment Date, whether or not such day is a Business Day.

"Redemption Fund" means the fund by that name established by Section 5.04 hereof.
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"Redevelopment Consultant" means any consultant or finn of consultants appointed by the Agency and judged
by the Agency to have experience in matters relating to the collection of Tax Revenues or otherwise with respect
to financing in redevelopment project areas, and who, or each of whom:

(l) is in fact indepeudent and not under domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as an officer or employee of the Agency, but who
may be reb'1llarly retained to make rcports to the Agency.

"Redevelopment Plans" or "Plans" means thc redevelopment plans for the Redevelopment Projects approved
and adopted by the City for the City Heights Redevelopment Project Area, the North Bay Redevelopment
Project Area, the North Park Redevelopment Project Area, the Crossroads Redevelopment Project Area, the
Naval Training Center Redevelopment Project Area and the San Ysidro Redevelopment Project Area, and
includes any amendment of said plan heretofore or hereafter made pursuant to the Law.

"Redevelopment Projects" or "Projects" means the undertaking of the Agency pursuant to the Redevelopment
Plans, as amended, and the Law for the redevelopment of the Redevelopment Project Areas.

"Redevelopment Project Areas" or "Project Areas" means the Redevelopment Project Areas described in the
Redevelopment Plans.

"Registration Books" means the records maintained by the Trustee pursuant to Section 2.07 hereof for the
registration and transfer of ownership of the Bonds.

"RepOli" means a Repoli in writing signed by an Independent Celiified Public Accountant, Independent
Financial Consultant or Redevelopment Consultant and including-

(l) a statement that the person or finn making or giving such Report has read the pertincnt
provisions of the Indenture to which such Report relates;

(2) a brief statement as to the nature and scope of the examination or investigation upon
which thc Report is based; and

(3) a statement that, in the 0p1l11On of such person or finn, sufficient examination or
investigation was made as is necessary to enable said consultant to express an infonned opinion with
respect to the subject matter referred to in the Report.

"Representation Letter" shall mean the letter of representations from the Agency to, or other instrument or
ab'Teement of the Agency with, a Book-Entry Depository in which the Agency, among other things, makes
certain representations to such Book-Entry Depository with respect to the Bonds, the payment thereof and
delivery of notices with respect thereto.

"Reserve Account" means the account by that name established pursuant to Section 5.03 hereof, within which
Reserve Account there may be created separate subaecounts with respect to each series of the Bonds.

"Reserve Requirement" means, as of the date of calculation an amount equal to the lesser of (i) 10% of the
initial outstanding principal amount of the Bonds (less original issue discount in excess of two percent); (ii)
Maximum Annual Debt Service on the Bonds; or (iii) 125% of average Almual Debt Service on the Bonds;
provided, however, that the Reserve Requirement shall be calculated without regard to Escrowed Bonds, as
defined in Section 3.03 hereof.

"SDRC" means the San Diego Revitalization Corporation, a California nonprofit public benefit corporation.
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"S&P" shall mean Standard & Poor's Rating Service, a division of McGraw-Hill Companies, Inc., its successors
and assigns, and if such corporation shall for any reason no longer perfmID its functions of a securities ratings
agency, "S&P" shall be deemed to refer to any other nationally recognized securities rating agency designated
by the Agency and the City.

"Securities Depositories" means The Depository Trust Company, New York, New York, and its successors and
assigns and any replacement securities depository as the Agency may designate in a Written Request of the
Agency delivered to the Trustee.

"Senior Bonds" means, collectively, the following bond issues of the Agency, each of which bond issues has a
prior pledge of the Tax Revenues with respect to its Project Area for debt service on such issue of Senior Bonds
prior to the pledge of Tax Revenues under the Indenture:

(i) $4,955,000 initial aggregate principal amount City Heights Redevelopment Project,
2003 Housing Set-Aside Tax Allocation Bonds Series A (Taxable) and $865,000 initial aggregate
principal amount City Heights Redevelopment Project, 2003 Housing Set-Aside Tax Allocation Bonds,
Series B (Tax-Exempt) (together, the "City Heights 2003 Senior Bonds") issued under the applicable
Senior Bonds Indenture;

(ii) $13,000,000 initial aggregate principal amount North Bay Redevelopment Project, Tax
Allocation Bonds, Series 2000 (the "North Bay 2000 Senior Bonds") issued under the applicable Senior
Bonds Indenture;

(iii) $7,000,000 initial aggregate principal amount North Park Redevelopment Project, Tax
Allocation Bonds, Series 2000 (the "North Park 2000 Senior Bonds") issued under the applicable Senior
Bonds Indenture; and

(iv) $7,145,000 initial aggregate principal amount North Park Redevelopment Project, 2003
Tax Allocation Bonds Series A (Taxable) and $5,360,000 initial aggregate principal amount North Park
Redevelopment Project, 2003 Tax Allocation Bonds, Series B (Tax-Exempt) (together, the "Nmih Park
2003 Senior Bonds") issued under the applicable Senior Bonds Indentnre.

The North Park 2003 Senior Bonds were issued on a parity with the North Park 2000 Senior Bonds.
The North Park 2000 Senior Bonds and the Nmih Park 2003 Senior Bonds are referred to together as the "North
Park Senior Bonds".

"Senior Bonds Annual Debt Service" means, for the Senior Bonds for each Bond Year, the sum of (a) the
interest payable on the Outstanding Senior Bonds, in such Bond Year, assuming that the Outstanding serial
Senior Bonds are retired as scheduled and that the Outstanding term Senior Bonds are redeemed from sinking
account payments as scheduled, (b) the principal amount of the Outstanding serial Senior Bonds payable by
their tenns in such Bond Year, and (c) the principal amount of the Outstanding tenn Senior Bonds scheduled to
he paid or redeemed from sinking account payments in such Bond Year, excluding the redemption premiums (if
any) thereon.

"Senior Bonds Indentures" means, collectively, the following indentures under which the Senior Bonds were
issued:

(i) with respect to the City Heights 2003 Senior Bonds, that certain Trust Indenture by and
between the Agency and BNY Western Trust Company, as trustee, and dated as of December 1, 2003
(the "City Heights 2003 Senior Indenture");

(ii) with respect to the Nmih Bay 2000 Senior Bonds, that celiain Trust Indenture by and
between the Agency and Wells Fargo Bank, National Association, as trustee, and dated as of Octoher 1,
2000 (the "Nmih Bay 2000 Senior Indenture");

D-9



(iii) with respect to the North Park 2000 Senior Bonds, that certain Trust Indenture by and
between the Agency and Wells Fargo Bank, National Association, as trustee, and dated as of October 1,
2000 (the "NOlih Park 2000 Senior lndentnre"); and

(iv) with respect to the North Park 2003 Senior Bonds, the North Park 2000 Senior
Indenture, as supplemented by that certain First Supplement to Indenture of Trust between the Agency
and Wells Fargo Bank, National Association, as trnstee, dated as of December 1, 2003 (the "North Park
2003 Senior Indenture"), and supplementing the NOlih Park 2000 Senior Indenture.

The North Park 2000 Senior Indenture, as supplemented by the North Park 2003 Senior Indenture are
referred to as the "North Park Senior Indenture".

"Serial Bonds" means with respect to the 2010 Bonds, all of the 2010 Bonds other than the 2010 Bonds whieh
are Term Bonds, and with respect to Parity Bonds, means all of the Bonds of sueh serles of Parity Bonds of such
serles which are not Term Bonds.

"Special Fund" means the fund by that name established by Section 5.02.

"State" means the State of California.

"Subordinate Debt" has the meaning set forth in Seetion 3.05 of the Indenture.

"Supplemental Indenture" means an agreement, resolution or other instrument then in full force and effect which
has been duly adopted by the Ageney, amendatory of or supplemental to the Indenture; but only if and to the
extent that such Supplemental Indenture is specifically authorized hereunder.

"Tax CeIiificate" means the Tax Certificate of the Agency executed and delivered on each Closing Date to
establish certain facts and expectations with respect to any Tax-Exempt Bonds being issued on the respective
Closing Date.

"Tax-Exempt Bonds" means any Bonds the interest on which is intended to be excluded from gross income for
federal tax purposes, as set forth in a related Tax Certificate.

"Tax Increment Limitation" means, with respect to each Redevelopment Project, the maximum amount of tax
increment which may be paid to the Agency for such Redevelopment Projeet, as said limitation may be amended
from time to time pursuant to Section 33333.2 of the Redevelopment Law.

"Tax Regulations" means, with respect to a series of Tax-Exempt Bonds, temporary and permanent regulations
promulgated under Section 103 and related provisions of the Code.

"Tax Revenue Certifieate" means a written certifieate of the Agency identifying the amount of Tax Revenues
calculated by a Redevelopment Consultant taking into account information on assessed valuation shown on the
records of the County Assessor to be received by the Agency in either the current Bond Year or the next Bond
Year; provided that a Tax Revenue Certificate with respect to Parity Bonds shall contain the infonnation
required by Section 3.03 of the Indenture.

"Tax Revenues" means that p01iion of taxes annually allocated to the Agency with respect to the Project Areas
following the Closing Date pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the
Redevelopment Law and Section 16 of Article XVI of the Constitution of the State and as provided in the
Redevelopment Plans, including all payments, subventions and reimbursements (if any) to the Agency
speeifieally attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations, that are
required to be deposited into the Housing Fund of the Ageney in any Fiscal Year pursuant to Sections 33334.2
and 33334.3 of the Redevelopment Law, and subject to the following limitations with respect to the Senior
Bonds:
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(i) with respect to the City Heights Redevelopment Project, there shall be excluded any
such taxes pledged to and used to pay debt service on the City Heights 2003 Senior Bonds pursuant to
the City Heights 2003 Senior Indenture;

(ii) with respect to the North Bay Redevelopment Project, there shall be excluded any such
taxes pledged to and used to pay debt service on the North Bay 2000 Senior Bonds pursuant to the
North Bay 2000 Senior Indenture; and

(iii) with respect to the North Park Redevelopment Projeet, there shall be excluded any sueh
taxes pledged to and used to pay (a) debt service on the North Park 2000 Senior Bonds pursuant to the
2000 Senior Indenture and (b) debt service on the North Park 2003 Senior Bonds pursuant to the North
Park 2003 Senior Indenture.

"Term Bonds" means, with respect to the 2010 Bonds, the 2010 Bonds maturing on September 1. 20 and
September I, 20_; and with respect to any Parity Bonds, means sueh Parity Bonds which are payable on or
before their speeified Prineipal Payment Dates from sinking aceount payments established for that purpose and
calculated to retire such Parity Bonds on or before their respeetive Prineipal Payment Dates.

"Treasurer" means the treasurer of the Agency appointed pursuant to the Law, or other duly appointed offieer of
the Agency authorized by the Ageney by resolution delivered to the Trustee or by law to perform the functions
of the treasurer including, without limitation, the Assistant Treasurer of the Agency.

"Trustee" means the Trustee appointed by the Agency and acting as an independent trustee with the duties and
powers provided in the Indenture, its successors and assigns, and any other corporation or association which
may at any time be substituted in its place, as provided in Section 7.01. The initial Trustee under the Indenture
is u.S. Bank National Association.

"20 I0 Bonds" means the $ aggregate principal amount of Redevelopment Agency of the City of
San Diego Housing Set-Aside Tax Allocation Bonds, 2010 Series A Taxable.

"Written Request of the Agency" or "Written Certificate of the Agency" means an instrument in writing signed
by any of the Chairman, the Executive Director, the Executive Director's designee, or by any other officer of the
Agency duly authorized by the Agency for that purpose.

"Yield" means, with respect to a series of Tax-Exempt Bonds, that yield whieh, when used in computing the
present worth of all payments of principal and interest (or other payments in the case of Permitted Investments
whieh require payments in a form not characterized as principal and interest) on a Permitted Investment or on
any series of the Bonds produees an amount equal to the Purchase Price of such Pennitted Investment or any
selies of the Bonds, as the case may be, all computed as preseribed in the applieable Tax Regulations.

Funds and Accounts

Costs of Issuance Fund. There is hereby established a separate fund to be known as the "Costs of Issuance
Fund," which shall be held by the Trustee in trust. The moneys in the Costs of Issuanee Fund shall be used and
withdrawn by the Trustee from time to time to pay the Costs of Issuance upon submission of a Written Request
of the Agency stating the person to whom payment is to be made, the amount to be paid, the purpose for which
the obligation was incurred and that such payment is a proper charge against said fund. On the date six months
following the Closing Date, or upon the earlier Written Request of the Agency stating that all known Costs of
Issuance have been paid, all amounts, if any, remaining in the Costs of Issuanee Fund shall be withdrawn
therefrom by the Trustee and transferred to the Housing Projeets Fund and the Costs of Issuance Fund shall be
closed.

Housing Projects Fnnd. There is hereby created a special fund to be known as the "Redevelopment Agency of
the City of San Diego 20 I0 Housing Projects Fund" (the "Housing Projects Fund"), which the Trustee shall hold
in trust for the benefit of the Ageney and into whieh there shall be deposited proceeds of the 201 0 Bonds in the
amount set forth in Section 3.01(3) hereof. The moneys deposited in the Housing Projects Fund shall remain
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therein until requisitioned from time to time by one or more Written Requests of the Agency to the Trustee,
which requisitions shall state the amount being requisitioned and that it will be used by the Agency in
accordance with the provisions of the Indenture 3.06. All moneys so requisitioned by the Agency shall be
expended from time to time for the purpose of paying any portion of the costs of low and moderate income
housing projects within or of benefit to the Redevelopment Projects and permitted by Section 33334.2 and
following of the Law, and other costs related thereto. All amounts on deposit in the Housing Projects Fund shall
be invested by the Trustee at the written direction of the Agency in Pelmitted Investments. Investment eamings
on such Pennitted Investments shall be retained in the Housing Projects Fund.

Issuance of Parity Bonds.

In addition to the 2010 Bonds, the Agency may, by a Supplemental Indenture, issue Parity Bonds payable from
Tax Revenues as and to the extent provided in the Indenture and secured by the pledge made under the
Indenture equally and ratably with the Bonds previously issued. The Agency may issue, and the Trustee may
authenticate and deliver to the purchasers thereof, Parity Bonds, in such principal amount as shall be detennined
by the Agency, but only upon compliance by the Agency with the provisions of Section 3.03 and Section 3.04
hereof and any additional requirements set forth in said Supplemental Indenture and subject to the following
specific conditions, which are hereby made conditions precedent to the issuance of any such Parity Bonds:

(a) No Event of Default shall have occurred and then be continuing;

(b) A Tax Rcvenue Certificate shall be delivered to the Trustce stating that Tax Revenues
(including for this purpose the amounts referred to in items (i), (ii) and (iii) at thc end of the definition of Tax
Revenues) to be allocated and paid to the Agency in each Fiscal Year during the tenn of the Parity Bonds and
the amounts set forth in the schedule of Agency Deposit Fund Withdrawals in Section 5.09 hereof, plus at the
option of the Agency the Additional Allowance, as set forth in a Tax Revenue Certificate of the Agency taking
into account all Redevelopment Plan limitations, tax sharing agreements and other factors which would cause a
reduction in Tax Revenues in any future Fiscal Year, will be at least equal to 125% of the sum (i) the Annual
Debt Servicc coming due and payable in the corresponding Fiscal Year on all Bonds (excluding Escrow Bonds,
as defined below) which will be Outstanding following the issuance of such Parity Bonds; and (ii) the following
percentage of the Annual Senior Bonds Debt Service of the Senior Bonds that will be outstanding following the
issuance of such Parity Bonds: 25% in the case of the North Bay 2000 Senior Bonds; 100% in the case of the
2003 City Heights Senior Bonds; and 24% in the case of the North Park Senior Bonds (consisting of 24.5% in
the case of the N011h Park 2000 Senior Bonds; and 41.1 % in the case of the North Park 2003 Senior Bonds);

(c) The Agency shall certify to the Trustee that the issuance of such Parity Bonds shall not cause
the Agency to exceed any applicable limitations under the Redevelopment Plans. Without limiting the
generality of the foregoing, the Agency may not issue any Parity Bonds in the event and to the extent that either:

(i) the aggregate amount of debt service on all outstanding ohligations of the Agency,
including such Parity Bonds, exceeds the aggregate amount of Tax Revenues which are eligible under
the Redevelopment Plans to be allocated and paid to the Agency during the period while such
outstanding obligations remain outstanding, or

(ii) the aggregate principal amount of all outstanding obligations of the Agency, including
such Parity Bonds, exceeds any applicable limit in the Redevelopment Plans on the aggregate principal
amount of indebtedness which the Agency is pennitted to have outstanding at anyone time;

(d) The Supplemental Indenture authorizing the issuance of Parity Bonds shall provide that
(i) interest on such Parity Bonds shall be calculated at a fixed interest rate if the Agency determines in such
Supplemental Indenture that it is to be paid on a current basis, shall be payable on March I aud September I in
each year of the tenu of such Parity Bonds except the first twelve-month period during which interest may be
payable on any March 1 or September I; and (ii) the plincipal of such Parity Bonds shall be payable on
September] in any year, as detennined by the Agency, in which principal is payable;
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(e) Money shall be deposited in the Reserve Account or in a subaccount therein (or a Qualified
Reserve Account Credit Instrument provided) in an amount sufficient to increase the amount on deposit in the
Reserve Account to an amount equal to the Reserve Requirement for all outstanding Bonds, including such
Parity Bonds; and

(f) The Agency shall deliver to the Trustee a certificate of the Agency certifying that tbe conditions
precedent to the issuance of such Parity Bonds set forth in the Indenture have been satisfied and that the deposit
into the Reserve Account as set forth above has been made.

For the purposes of the calculation of the coverage requirements set forth in the Indenture with respect
to the issuance of Parity Bonds, Outstanding Bonds and Parity Bonds shall not include a principal amount of
such Parity Bonds, determined on such basis among maturities as the Agency may determine, equal to the
proceeds of such Parity Bonds to be deposited in an escrow fund established for such Parity Bonds (the
"Escrowed Bonds"), provided that the Supplemental Indenture authorizing the issuance of such Parity Bonds
shall provide that:

(l) Such proceeds shall be invested in Permitted Investments, and an amount equal to the
difference between the projected interest earnings on such proceeds and the interest due on the
Escrowed Bonds shall be deposited in the Interest Account so as to pay interest on the Escrowed Bonds
as it becomes due and payable;

(2) Moneys may be transfen'ed from the escrow fund established for the Escrowed Bonds
only if a Tax Revenue Celiificate establishes that the amount of Tax Revenues, after the proposed
transfer date to be allocated and paid to tl,e Agency in each Fiscal Year during the term of the Parity
Bonds as projected by a Redevelopment Consultant taking into account all Redevelopment Plan
limitations, tax sharing agreements and other factors which would cause a reduction in Tax Revenues in
any future Fiscal year, will be at least equal to 125% of the Annual Debt Service coming due and
payable in the corresponding Fiscal Year on all Bonds and Senior Bonds calculated in the manner set
forth in (b) above (excluding the remaining Escrowed Bonds) which will be Outstanding following such
transfer date;

(3) The Agency shall provide to the Trustee a Written Certificate of the Agency with
respect to the matters set forth in subsections (b), (c) and (e) above, provided that such certification shall
include the Escrowed Bonds allocable to such moneys so transferred from such escrow fund; and

(4) Such Parity Bonds shall be redeemed from moneys remaining on deposit in the escrow
fund established for the Escrowed Bonds at the expiration of a specified escrow period in such manner
as may be determined by the Agency in the Supplemental Indenture;

Any computations establishing that debt service coverage is sufficient to support the issuance of Parity
Debt or that requisite debt service savings are available to support the issuance of refunding bonds shall, in all
cases, be evidenced by a celiificate of an Independent Certified Public Accountant or an Independent Financial
Consultant.

Proceedings for Issuance of Pmity Bonds. Whenever the Agency shall determine to issue Parity Bonds pursuant
to Section 3.03, the Agency shall authorize the execution of a Supplemental Indenture specifying the principal
amount and prescribing the forms of such Parity Bonds and providing the tenns, conditions, distinctive
designation, denominations, date, maturity date or dates, interest rate or rates (or the manner of deternlining
same), redemption provisions mld place or places of payment of principal or of premium (if any) and interest on
such Parity Bonds, and any other provisions respecting the Parity Bonds not inconsistent with the terms of the
Indenture.

Before such Parity Bonds shall be issued and delivered, the Agency shall file the following documents
with the Trustee:

(a) An executed copy of the Supplemental Indenture authorizing such Bonds.
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(b) A Written Certificate of the Agency stating that, to the knowledge of the Agency, no
Evcnt of Default has occurrcd and is then continuing.

(c) An opinion of Bond Counsel that the execution of the Supplemental Indenture has been
duly authorized by the Agency in accordance with the Indenture; that the Parity Bonds, when duly
executed by the Agency and authenticated and delivered by the Trustee, will be legally valid and
binding limited obligations of the Agency; and that the issuance of such Parity Bonds will not in and of
itself impair the exclusion for federal income tax purposes of intercst on any Outstanding Bonds.

(d) A Written Certificate of the Agency certifying that the conditions precedent to the
issuance of such Parity Bonds set forth in Section 3.03 have been satisfied.

Subordinate Debt. Nothing in the Indenture shall be intended or construed in any way to prohibit or impose any
limitations on the issnance by the Agency of bonds, notes, or other obligations or evidences of indebtedness
payable from Tax Revenues on a snbordinate basis to the pledge of Tax Revenues to the repayment of the 2010
Bonds and any Parity Bonds ("Subordinate Debt"), provided that, (i) following an Event of Default under the
Indenture, no Subordinate Debt shall be paid prior to the 2010 Bonds or any other Parity Debt in any fiscal ycar
of the Agency, and (ii) if thc holder of any Subordinate Debt is a commercial bank, savings bank, savings and
loan association or other financial institution which is authorized by law to accept and hold deposits of money or
issue certificates of deposit, such holder must agree to waive any common law or statutory right of setoff with
respect to any deposits of the Agency maintained with or held by snch holder.

Security For the Bonds

Pledgc of Tax Revenues. The Bonds shall be secured by a pledge (which pledge shall be effected in the manner
and to the extent hereinafter provided) of and first lien on all of the Tax Revenues (except as otherwise provided
in Section 5.02 hereof), and, by a pledge of all of the moneys in the Special Fund, the Bond Fund, the Interest
Account, the Principal Account, the Reservc Account and the Redemption Fund. The Tax Revenues shall be
allocated solely to the payment of the principal and interest, and redemption premium, if any, of the Bonds and
to the Reserve Account for the purposes set forth in Section 5.03; except that the Tax Revenues may be
apportioned in such amounts for such other purposes as are exprcssly permitted by Section 5.02. The pledge
and allocation of Tax Revenues is for the exclusive benefit of the Bonds and shall be irrevocable until all of the
Bonds have been paid and retired or until moneys have been set aside irrevocably for that purpose.

hl consideration of the acceptance of the Bonds by those who shall own them from time to time, the
Indenture shall be deemed to be and shall constitute a contract between the Agency and the Owners from time to
time of the Bonds and the covenants and agreements in the Indenture set forth to be perfonned on behalf of the
Agency shall be for the equal and proportionate security and protection of all Owners of the Bonds without
preference, priority or distinction as to security or otherwise of any of the Bonds over any of the others by
reason of the number or date thereof, of the time of sale, execution and delivery thereof, or otherwise for any
cause whatsoever, except as expressly provided therein or herein.

Special Fund; Deposit of Tax Revenues. The Agency shall establish and hold a special fund to be known as the
"Housing Set-Aside Tax Allocation Bonds Special Fund" (the "Special Fund"). The Agency shall deposit all of
the Tax Revenues received in any Bond Year in the Special Fund promptly upon receipt thereof; provided, that
the Agency shall not be obligated to deposit in the Special Fund in any Bond Year an amount of Tax Revenues
which, together with other available anlounts in the Special Fund exceeds the amounts required to be transferred
to the Tmstee for deposit in the Interest Account, Principal Account and the Reserve Account in such Bond
Year pursuant to Section 5.03. On or before the fifth day immediately preceding each Interest Payment Date,
the Agency shall transfer from the Special Fund to the Bond Fund an amount equal to the principal and interest
owing on the Bonds on such Interest Payment Date and an amount, if any, necessmy to increase the amount in
the Reserve Account to the Reserve Rcquirement. Any Tax Revenues received by the Agency during any Bond
Year in excess of the amounts requircd to be transferred to the Tmstee for deposit into the Interest Account, the
Principal Account and the Reserve Account in such Bond Year pursuant to Section 5.03, shall be released from
the pledge and lien in the Indentureand may be used for any lawful purposes of the Agency.
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All Tax Revenues and any other amounts at any time paid by the Agency and designated in writing for
deposit in the Special Fund shall be held by the Agency solely for the uses and purposes hereinafter in the
Indenture set forth. So long as any of the Bonds are Outstanding, the Agency shall not have any beneficial right
or interest in the Tax Revenues, except only as provided in the Indenture, and such moneys shall be used and
applied as set forth in the Indenture.

Bond Fund; Establishment and Maintenance of Accounts. There is hereby established a special fund to be
known as the "Housing Set-Aside Tax Allocation Bonds Bond Fund (the "Bond Fund") which shall be held hy
the Trustee. The Trustee shall receive and deposit to the Bond Fund, the amounts required to be deposited
thereto pursuant to Section 5.02 hereof. Within the Bond Fund the Trustee shall establish an Interest Account, a
Principal Account and a Rcserve Account. All moneys in the Bond Fund shall be transferred and set aside by
the Trustee in the following respective special accounts of the Bond Fund (each of which is hereby created to be
held in trust by the Trustee) in the following order of priority:

(a) Interest Account. At least one Business Day prior to each Interest Payment Date, the Trustee
shall transfer from the Bond Fund and set aside in the Interest Account an amount which, when added to the
amount contained in the Interest Account will be equal to the aggregate amount of the interest becoming due and
payable on the Outstanding Bonds on such Interest Payment Date. No deposit need be made into the hlterest
Account if the amount contained therein is at least equal to the interest to become due on the next succeeding
Interest Payment Date upon all of the Bonds issued and then Outstanding under the Indenture. The Trustee shall
also deposit in the Interest Account any other moneys received by it from the Agency and designated in writing
by the Agency for deposit in the Interest Account. All moneys in the Interest Account shall be used and
withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it shall become due and
payable (including accrued interest on any Bonds purchased or redeemed prior to maturity pursuant to the
Indenture).

(b) Principal Account. At least one Business Day prior to each Principal Payment Date, the Trustee
shall transfer from the Bond Fund and set aside in the Principal Account an amount which, when added to the
amount contained in the Principal Account will be equal to the principal becoming due and payable on the
Bonds on such Principal Payment Date, whether by reason of scheduled maturity or mandatory sinking fund
redemption pursuant to Section 4.01(b) hereof. No deposit need be made into the Principal Account if the
amount contained therein is at least equal to the principal to become due on such Principal Payment Date,
whether by reason of scheduled maturity or mandatory sinking fund redemption. The Trustee shall also deposit
in the Principal Account any other moneys received by it from the Agency and designated in writing by the
Agency for deposit in the Principal Account. All moneys in the Principal Account shall be used and withdrawn
by the Trustee solely for the purpose of paying the principal on the Bonds as it shall become due and payable,
whether by reason of scheduled maturity or mandatory sinking fund redemption.

(c) Reserve Account. At least one Business Day before each Interest Payment Date and after the
deposits required pursuant to the preceding subparagraphs have been made, the Trustee shall withdraw from the
Bond Fund and deposit in the Reserve Account an amount of money, if any, required to maintain the Reserve
Account in the full amount of the Reserve Requirement. No deposit need be made in the Reserve Account so
long as there shall be on deposit therein a sum equal to at least the amount required by this paragraph to be on
deposit therein. There shall be deposited in the Reserve Account from the proceeds of the 20 I0 Bonds the
amount set forth in Section 3.01 hereof as the initial Reserve Requirement. All money in the Reserve Account,
and any subaccount therein shall be used and withdrawn by the Trustee solely for the purpose of replenishing
the Interest Account and the Principal Account, in such order, in the event of any deficiency at any time in any
of such accounts, or for the purpose of paying the interest on or principal of or redemption premiums, if any, on
the Bonds in the event that no other money of the Agency is lawfully available therefor, or for the retirement of
the Bonds then Outstanding, except that so long as the Agency is not in default hereunder, any amount in the
Reserve Account in excess of the amount required by this paragraph to be on deposit therein except as otherwise
provided in the Indenture, shall, if directed by the Agency, be transfelTed to the Bond Fund.

The Reserve Requirement may be satisfied, in whole or in part, by crediting to the Reserve Account
moneys, a Qualified Reserve Account Credit Instrument. Upon the deposit with the Trustee of such Qualified
Reserve Account Credit Instrument and delivery to the Trustee by the Agency of a written calculation of the
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amount permitted to be released from the Reserve Account, the Trustee shall transfer snch amount from the
Reserve Account to the Housing Projects Fund to be applied for lawful redevelopment purposes.

The Reserve Account may be maintained in the form of one or more separate sub-accounts in the case
of Tax-Exempt Bonds, for the purpose of holding the proceeds of separate issues of such Tax-Exempt Bonds in
conformity with applicable provisions of the Code.

(d) Sumlus. Except as may be otherwise provided in any Supplemental Indenture, the Agency shall
not be obligated to transfer to thc Trustee for deposit in the Bond Fund in any Bond Year an amount of Tax
Revenues which, together with other available amounts in the Bond Fund, exceeds the amounts required in such
Bond Year pursuant to Section 5.03. In the event that for any reason whatsoever any amounts shall remain on
deposit in the Bond Fund on any September 2 after making all of the transfers theretofore required to be made
pursuant to the preceding clauses (a), (b) and (c) and pursuant to any Supplemental Indenture, the Trustee shall
withdraw snch amounts from the Bond Fund and transfer such amounts to the Agency, to be used for any lawful
purposes of the Agency pelmitted by the Law.

Redemption Fund. The Redemption Fund shall be held by the Trustee. On or before the Business Day
preceding any date on which the Bonds are to be redeemed pursuant to Section 4.01 (a), the Agency shall deposit
with the Trustee for deposit in the Redemption Fund (after taking into account moneys, if any, in the Principal
Account for such purpose) an amount required to pay the principal of and premium, if any, on the Bonds to be
redeemed pursuant to Section 4.01(a). All moneys in the Redemption Fnnd shall be used and withdrawn by the
Trustee solely for the purpose of paying the principal of and premium, if any, on the Bonds to be redeemed
pursuant to Section 4.01(a), on the date set for such redemption.

Establishment of Sub-Accounts For Separate Series of Bonds. If directed in writing by the Agency, the Trustee
shall establish and maintain a separate sub-account within each of the Interest Account, the Principal Account,
the Reserve Acconnt, the Redemption Fund and the Rebate Account for each separate series of Bonds. In such
event, proceeds of sale of any selies of Parity Bonds, and amounts required to be held for the payment or
security of any series of Parity Bonds, shall be held solely in the respective sub-accounts established for such
series of Parity Bonds and shall not be comminglcd with amounts held in the respective sub-accounts
established for any other series of Bonds. For all pnrposes of the Indenture the sub-accounts established within
any account shall be accounted for as a part of such account

Right Reserved to Add to Tax Revenue Pledge. The Agency shall have the right, pursuant to a Supplemental
Indenture adopted without the need for Bondholdcr consent, to amend and revise the definition of Tax Revennes
pledged to repayment of the Bonds, but only if, in the opinion of Bond COUllsel, said amendment and revision of
the definition of Tax Revenues adds additional security to said definition, including by way of example, adding
housing set-aside tax increment from additional redevelopment project areas of the Agcncy to the definition of
Tax Revenues.

No Additional City Heights, N011h Bay or North Park Senior Lien Housil)g Bonds.

(i) Exccpt as set forth in (iv) below, the Agency will not issue any additional bonds or other
obligations under the City Heights 2003 Senior Indenture with a pledge of housing set-aside tax increment from
the City Heights Redevelopment Project senior to the pledge of Tax Revenues. The Agency hereby represents
that the pledge of housing set-aside tax increment under the City Heights 2003 Senior Indenture is limited to
lOO% of maximum annual debt service on the City Heights 2003 Senior Bonds;

(ii) Except as set forth in (iv) below, the Agency will not issue any additional bonds or other
obligations under the North Bay 2000 Senior Indenture with a pledge of housing set-aside tax increment from
the North Bay Redevelopment Project senior to the pledge of Tax Revenues. The Agency hereby represents that
the pledge of housing set-aside increment under the North Bay 2000 Senior Indenture is limited to 25% of
maximum annual dcbt service on the North Bay 2000 Senior Bonds; and

(iii) Except as set forth in (iv) bclow, the Agency will not issue any additional bonds or other
obligations Ullder the North Park Senior Indenture with a pledge of housing set-aside tax increment from the
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North Park Redevelopment Project senior to the pledge of Tax Revenues. The Agency hereby represents that
the pledge of housing tax increment under the NOlth Park Senior Indenture is limited to 24% of the maximum
annual debt service on the North Park Senior Bonds (consisting of 24.5% of maximum annual debt service on
the North Park 2000 Senior Bonds and 41.1 % of maximum annual debt service on the North Park 2003 Senior
Bonds).

(iv) Additional bonds on a parity with the Senior Bonds may only be issued under the Senior Bonds
Indentures for the purpose of refunding, in whole or in part, the Senior Bonds, or any refunding of all or any
pOltion thereof, and only so long as such refnnding results in debt service savings for the refunded Senior Bonds
in each fiscal year, and the maturity of the Refunding Bonds is not later than the maturity of the Senior Bonds to
be refunded, as evidenced by a Certificate of the Agency.

Bonded Debt Limits. For the purposes of the limitations on aggregate outstanding bonded indebtedness
contained in the Redevelopment Plans, the principal amount of the 2010 Bonds shall be allocated among the
Redevelopment Projects as follows: $ to the City Heights Redevelopment Project; to
the North Bay Redevelopment Project; $ to the NOlth Park Redevelopment Project; $ to the
Crossroads Redevelopment Project; $ to thc Naval Training Center Redevelopment Project; and
$ to the San Ysidro Redevelopment Project.

Agency Deposit Fund. There is hereby established a special fund to be known as the "Agency Deposit Fnnd"
(the "Agency Deposit Fnnd"), which shall be held by the Trustee. The Trustee shall receive and deposit to the
Agency Deposit Fund on the Closing Date the Agency Deposit. Amounts on deposit in the Agency Deposit
Fund are pledged to repayment of the Bonds, subject to release as set forth in the Indenture, and the Bonds shall
be secured by said pledge of and first lien on the Agency Deposit and all of the moneys on deposit in the
Agency Deposit Fnnd.

Moneys on deposit in the Agency Deposit Fund shall be used by the Trustee for transfer to the Interest
Account and Principal Account, in said order of priority, if on any Interest Payment Date or Principal Payment
Date, the amounts on deposit in said accounts are not suftIcient to make a payment then due on the Bonds;
provided that the amounts to be withdrawn from the Agency Deposit Fund for said purpose in any Bond Year
shall not exceed on any such payment date in said Bond Year the amounts set forth in the following table (each
an "Agency Deposit Fund Withdrawal"):

Agency Deposit Fund
Withdrawal

[TO COME]

If, following the end of any Bond Year, any pOltion of the Agency Deposit Fund Withdrawal for said
Bond Year remains on deposit in the Agency Deposit Fund, the Trustee shall transfer said amount to the Agency
for use by the Agency for any lawful purpose under the Law.

Moneys in the Agency Deposit Fund shall be invested in Permitted Investments as directed by the
Agency. All income received by the Trustee from the investment of moneys in the Agency Deposit Fund shall
be transfen-ed and deposited as received by the Trustee into the Special Fund.

Covenants Of The Agency

Punctual Payment. The Agency will punctually payor cause to be paid the principal and interest to become due
in respect of all the Bonds in strict conformity with the tenns of the Bonds and of the Indenture, and it will
faithfully observe and perform all of the conditions, covenants and requirements of the hldenture and all
Supplemental Indentures and of the Bonds. Nothing contained in the Indenture shall prevent the Agency from
making advances of its own moneys howsoever derived to any of the uses or purposes pennitted by law.

Extension of Time for Payment. In order to prevent any accumulation of claims for interest after maturity, the
Agency will not, directly or indirectly, extend or consent to the extension of the time for the payment of any
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claim for interest on any of the Bonds and will not, directly or indirectly, approve any such arrangement by
purchasing or funding said claims for interest or in any other manner. In case any sucb claim for interest shall
be extended or funded whether or not with the consent of the Agency, such claim for interest so extended or
funded shall not be entitled, in case of default to the benefits of the Indenture, except subject to the prior
payment in full of the principal of all of the Bonds then Outstanding and of all claims for interest which shall not
have been so extended or funded.

Against Encumbrances. Except for Parity Bonds issued in accordance with Sections 3.03 and 3.04 hereof, the
Agency covenants and agrees that it will not issue any other obligations payable, as to either principal or
interest, from the Tax Revenues which have, or purport to have, any lien upon the Tax Revenues superior to or
on a parity with the lien of the Bonds; provided, however, that nothing in the Indenture shall prevent the Agency
from issuing and selling pursuant to law refunding bonds or other refunding obligations payable from and
having a first lien on a parity basis with all Outstanding Parity Bonds upon the Tax Revenues if such refunding
bonds or other rcfunding obligations are issued and are sufficient for the purpose of refunding all or a portion of
the Bonds tl,en Outstanding.

Protection of Security and Rights of Bondowners. The Agency will preserve and protect the security of the
Bonds and the rights of the Bondowncrs, and will warrant and defend their rights against all claims and demands
of all persons. From and after the sale and delivery of any of the Bonds by the Agency the Bonds shall be
incontestable by the Agency.

Pavmcnts of Taxes and Other Charges. The Agency will pay and discharge, or cause to be paid and discharged,
all taxes, service charges, assessments and other governmental charges which may hereafter be lawfully
imposed upon the Agency or the propeliies then owned by the Agency in the Project Areas, or upon the
revenues therefrom, when the same shall become due. Nothing contained in the Indenture shall require the
Agency to make any such payment so long as the Agency in good faith shall contest the validity of said taxes,
assessments or charges. The Agency will duly observe and confol1n with all valid requirements of any
governmental authority relative to the Projects or any part thereof.

Compliance with Law, Completion of Projects. The Agency will comply with all applicable provisions of the
Law in completing the Projects including, without limitation, dnly noticing and holding any public hcaring
required by either Section 33445 or 33679 of the Law prior to application of proceeds of the Bonds to any
portion of the Projects subject to either Section 33445 or 33679. In addition, the Agency will comply timely
with the public hearing and further requirements of Section 33334.6. The Agency will commence, and will
continue to completion, with all practicable dispatch, the Projects and the Projects will be accomplished and
completed in a sound and economical manner and in confoffi1ity with the Redevelopment Plans and the Law.
Notwithstanding the foregoing, the Agency may, in accordance with applicable provisions of the Law, amend
the limits of the Redevelopment Plans from time to time in order to extend the telID or amount of any of such
limits, so long as any such amendment will not reduce the amount of Tax Revenues to be received by the
Agency, as certified in a certificate of a Redevelopment Consultant.

Books and Accounts; Financial Statements. The Agency shall keep, or cause to be kept, proper books of record
and accounts, separate from all other records and accounts of the Agency and the City of San Diego, in which
complete and conect entries shall be made of all transactions relating to the Redevelopment Projects, the
Housing Fund a11d the Tax Revenues. Such books of record and accounts shall at all times during business
hours be subject to the inspection of the Owners of not less than ten percent (10%) in aggregate principal
amount of the Bonds then Outstanding, or their representatives authorized in writing.

Taxation of Leased Property. Whenever any property in the Redevelopment Projects has been redeveloped and
thereafter is leascd by the Agency to any person or persons (other than a public agency) or whenever the Agency
leases real propcrty in the Redevelopment Projects to any person or persons (other than a public agency) for
redevelopment, the property shall be assessed and taxed in the same mam1er as privately owned propeliy, as
required by Section 33673 of the Law.

Disposition of I'roperty. The Agency will not participate in the disposition of any land or real propeliy in the
Project Areas to anyone which will result in such property becoming exempt from taxation because of public
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ownership or use or otherwise (except property dedicated for public right-of-way and except property planned
for pnblie ownership or usc by the Redevelopment Plans in effect on the date of the Indenture) if the effect of
snch disposition wonld be to cause the amount of Tax Revenues for the then current Fiscal Year or any future
Fiscal Year, based on a report (including projections of Tax Revenues) of a Redevelopment Consultant, to fall
below 125% of debt service on the Bonds for such Fiscal Year, taking into account all Redevelopment Plan
limitations, tax sharing agreements and other factors which would cause a reduction in Tax Revenues in any
future Fiscal Year.

Tax Revenues. The Agency shall comply with all requirements of the Law to insure the allocation and payment
to it of the Tax Revenues including without limitation the timely filing of any necessary statements of
indebtedness with appropriate officials of the County.

Use of Proceeds. The Agency covenants and agrees that the proceeds of the sale of the Bonds will be deposited
and used as provided in the Indenture and the Law.

Further Assurances. The Agency will adopt, make, execute and deliver any and all such further resolutions,
instruments and assurances as may be reasonably necessary or proper to carry out the intention or to facilitate
the perfonnance of the Indenture and for the better assuring and confinning nnto the Owners of the Bonds of the
rights and benefits provided in the Indenture.

Private Activity Bond Limitation. The Agency shall assure that the proceeds of any Tax-Exempt Bonds are not
used so as to cause such Bonds to satisfy the private business tests of Section 141(b) of the Code or the private
loan financing test of Section 141 (c) of the Code.

Federal Guarantee Prohibition. The Agency shall not take any action or pennit or suffer any action to be taken
if the result of the same would be to cause any Tax-Exempt Bonds to be "federally guaranteed" within the
meaning of Section 149(b) of the Code.

Rebate Requirement. The Agency shall take any and all actions necessary to assure compliance with Section
148(f) of the Code, relating to the rebate of excess investment earnings, if any, to the federal govenunent, to the
extent that such section is applicable to any Tax-Exempt Bonds.

No Arbitrage. The Agency shall not take, or pennit or suffer to be taken by the Trustee or otherwise, any action
with respect to the proceeds of any Tax-Exempt Bonds which, if such action had been reasonably expected to
have been taken, or had been deliberately and intentionally taken, on the date of issuance of such Bonds, would
have caused such Bonds to be "arbitrage bonds" within the meaning of Section 148 of the Code.

Maintenance of Tax-Exemption of Tax-Exempt Bonds. The Agency shall take all actions necessary to assure
the exclusion of interest on any Tax-Exempt Bonds that are federally tax-exempt from the gross income of the
Owners of such Bonds to the same extent as snch interest is pennitted to be excluded from gross income under
the Code as in effect on the date of issuance of snch Tax-Exempt Bonds.

Limit on Indebtedness. The Agency covenants with the Owners of all of the Bonds at any time Outstanding that
it will not enter into any obligation or make any expenditure payable from taxes allocated to the Agency under
the Law the payments of which, together with payments theretofore made or to be made with respect to other
obligations (including, but not limited to, the Bonds) previously entered into by the Agency, would exceed the
then-effective limit on the amount of taxes which can be allocated to the Agency pursuant to Section 33333.2(1)
of the Law and the Redevelopment Plans.

Continuing Di§closure. The Agency hereby covenants and agrees that it will comply with and carry out all of
the provisions of the Continuing Disclosure Celtificate. Notwithstanding any other provision of the Indenture,
failure of the Agency to comply with the Continuing Disclosure Certificate shall not be considered an Event of
Default; however, the Trustee shall, at the written request of any participating underwliter or the Owners of at
least 25% aggregate principal amount of Outstanding Bonds, but only to the extent the Trustee has been
indemnified from and against any loss, cost, expense, claim or liability, including, without limitation, fees and
expenses of attomeys and additional fees and expenses of the Trustee or any Bondowner may take such actions
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as may be necessary and appropriate, including seeking mandamus or specific performance by court order, to
cause the Agency to comply with its obligations under the Indenture.

Ann.\l.al Review of Tax Revenues. The Agency shall annually review the total amount of Tax Revenues
remaining available to be received by the Agency under the Tax Increment Limitation, futnre cnmulative
Annual Debt Service, and future cumulative annual debt service on any Subordinate Debt and in the event such
review indicates any such limits may be exceeded while the Bonds remain Outstanding, the Agency shall take
appropriate steps to avoid any effect on timely repayment of the Bonds.

The Trustee; Investment Of Moneys

Duties. Immunities and Liabilities of Trustee.

(a) The Trustee shall, prior to the occurrence of an Event of Default, and after the curing or waiver
of all Events of Default which may have occurred, perform such duties and only such duties as are specifically
set forth in the Indenture. The Trustee shall only be obligated to perform such duties as are expressly set forth in
the Indenture, and no duties or obligations not expressly set forth in the Indenture shall be implied. The Trustee
shall, during the existence of any Event of Default (which has not been cured or waived), exercise such of the
rights and powers vested in it by the Indenture, and use the same degree of care and skill in their exercise, as a
prudent person would exercise or use under the circumstances in the conduct of his own affairs.

(b) The Agency may remove the Trustee, at any time, unless an Event of Default shall have
occun-ed and then be continuing, and shall remove the Trustee (i) if at any time requested to do so by an
instnllnent or concurrent instruments in wliting signed by the Owners of not less than a majority in aggregate
principal amonnt of the Bonds then Outstanding (or their attorneys duly authorized in writing), or (ii) if at any
time the Trustee shall cease to be eligible in accordance with the Indenture, or shall become incapable of acting,
or shall be adjudged a bankrupt or insolvent, or a receiver of the Trustee or its property shall be appointed, or
any public officer shall take control or charge of the Trustee or of its property or affairs for the purpose of
rehabilitation, conservation or liquidation. In each case such removal shaH be accomplished by the giving of
written notice of such removal by the Agency to the Trustee, whereupon in the case of the Trustee, the Agency
shall appoint a successor Trustee by an instrument in writing.

(c) The Trustee may at any time resign by giving written notice of such resignation to the Agency
and by giving the Bondowners notice of such resignation by mail at their respective addresses shown on the
Registration Books. Upon receiving such notice of resignation, the Agency shall promptly appoint a successor
Trustee by an instrument in writing. The Trustee shall not be relieved of its duties until such successor Trustee
has accepted such appointment.

(d) Any removal or resignation of the Trustee and appointment of a successor Trustee shall become
effective upon acceptance of appointment by the successor Trustee. If no successor Trustee shall have been
appointed and have accepted appointment within thirty (30) days of giving notice of removal or notice of
resignation as aforesaid, the resigning Trustee or any Bondowner (on behalf of himself and all other
Bondowners), at the expense of the Agency, may petition any court of competent jurisdiction for the
appointment of a successor Trustee, and such comt may thereupon, after such notice (if any) as it may deem
proper, appoint such successor Trustee. Any successor Trustee appointed under the Indenture shall signify its
acceptance of such appointment by executing and delivering to the Agency and to its predecessor Trustee a
written acceptance thereof, and thereupon and upon receipt by the predecessor Trustee of all fees and expenses
due and payable to it, such successor Trustee, without any further act, deed or conveyance, shall become vested
with all the moneys, estates, properties, rights, powers, trusts, duties and obligations of such predecessor
Trustee, with like effect as if originally nanled Trustee in the Indenture; but, nevertheless at the Written Request
of the Agency or the request of the successor Trustee, such predecessor Tlllstee shall execute and deliver any
and all instruments of conveyance or further assurance and do such other things as may reasonably be required
for more fully and certainly vesting in and confinning to such successor Trustee all the right, title and interest of
such predecessor Trustee in and to any property held by it under the Indenture and shall pay over, transfer,
assign and deliver to the successor Trustee any money or other property subject to the trusts and conditions set
forth in the Indenture. Upon request of the successor Trustee, the Agency shall execute and deliver any and all
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instruments as may be reasonably required for more fully and certainly vesting in and confirming to such
successor Trustee all such moneys, estates, properties, rights, powers, trusts, duties and obligations. Upon
acceptance of appointment by a successor Trustee as provided in this subsection (d), the Agency shall mail a
notice of the succession of such Trustee to the !lusts under the Indenture to each rating agency which then has a
current rating on the Bonds, if any, and to the Bondowners at their respective addresses shown on the
Registration Books. If the Agency fails to mail such notice within fifteen (15) days after acceptance of
appointment by the successor Trustee, the successor Trustee shall cause such notice to be mailed at the expense
of the Agency.

(e) Any Trustee appointed under the provisions of the Indenture in succession to the Trustee shall
be a corporation or other entity organized and doing business under the laws of any state, the District of
Columbia or the United States of America, authorized under such laws to exercise corporate trust powers, which
shall have (or, in the case of a corporation included in a bank holding company system, the related bank holding
company shall have) a combined capital and surplus of at least fifty million dollars ($50,000,000), and subject to
supervision or examination by federal or state authority. If such corporation or other entity publishes a report of
condition at least annually, pursuant to law or to the requirements of any supervising or examining authority
above referred to, then for the purpose of this subsection (e) the combined capital and surplus of such
corporation or other entity shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. In case at any time the Trustee shall cease to be eligible in accordance with the
provisions of this subsection (e), the Trustee shall resign immediately in the manner and with the effect specified
in Section (d).

Merger or Consolidation. Any bank or company into which the Trustee may be merged or converted or with
which eithcr of them may be consolidated or any bank or company resulting from any merger, conversion or
consolidation to which it shall be a patty or any bank or company to which the Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such bank or company shall be eligible under
subsection (e) of Section 7.01, shall be the successor to such Trustee without the execution or filing of any paper
or any further act, anything in the Indenture to the contrary notwithstanding.

Liability ofTrustee.

(a) The recitals of facts in the Indenture and in the Bonds contained shall be taken as statements of
the Agency, and the Trustee shall not assume responsibility for the correctness of the same, nor make any
representations as to the validity or sufficiency of the Indenture or of the Bonds nor shall incur any
responsibility in respect thereof, other than as expressly stated in the Indenture. The Trustee shall, however, be
responsible for its representations contained in its certificate of authentication on the Bonds. Thc Trustee shall
not be liable in connection with the performance of its duties hereunder, except for its own negligence or willful
misconduct. The Trustec may act through agents, attorneys and receivers and shall not be liable for the acts or
omissions of any agents, attomeys or receivers selectcd by it with due care. The Trustee may become the
Owner of Bonds with the same rights it would have if it were not Trustee and, to the extent permitted by law,
may act as depositary for and permit any of its officers or directors to act as a member of, or in any other
capacity with respect to, any committee fonned to protect the rights of Bondowncrs, whether or not such
committee shall represent the Owners ofa majority in principal amount ofthc Bonds then Outstanding.

(b) The Trustee shall not be liable for any error of judgment made in good faith by its officers,
agents, directors or employees, unless it shall be proved that it was negligent in ascertaining the pertinent facts.

(c) The Trustee shall not be liable with respect to any action taken or omitted to be taken by it in
good faith in accordance with the direction of the Owners of not less thatl a majority in aggregate principal
amount (or other percentage provided for in the Indenture) of the Bonds at the time Outstanding, relating to the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any
trust or power conferred upon the Trustee under the Indenture.

(d) The Trustee shall not be liable for atlY action taken by it in good faith and believed by it to be
authorized or within the discretion or rights or powers confen-ed upon it by the Indenture.
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(e) The Trustee shall not be deemed to have knowledge of any Event of Default unless and until it
shall have actual knowledge thereof, or shall have received written notice thereof, at its Corporate Trust Office.
Except as otherwise expressly provided in the Indenture, the Trustee shall not be bound to ascertain or inqnire as
to the perfOlmance or observance of any of the ternls, conditions, covenants or agreements in the Indenture or of
any of the documents executed in connection with the Bonds, or as to the existence of an Event of Default
thereunder. The Trustee shall not be responsible for the validity or effectiveness of any collateral given to or
held by it. Without limiting the generality of the foregoing, the Trustee shall not be responsible for reviewing
the contents of any financial statements furnished to the Trustee pursuant to Section 6.07 and may rely
conclusively on the certificates accompanying such financial statements to establish the Agency's compliance
with its financial covenants hereunder, including, without limitation, its covenants regarding the deposit of Tax
Revenues into the Bond Fund and the investment and application of moneys on deposit in the Bond Fund (other
than its covenants to transfer such moneys to the Trustee when due hereunder).

(I) The Trustee shall not be considered in breach of or in default in its obligations under the
Indenture or progress in respect thereto in the event of enforced delay ("unavoidable delay") in the performance
of such obligations due to unforeseeable causes beyond its control and without its fanlt or negligence, including,
but not limited to, acts of God or of the public enemy or terrorists, acts of a government, acts of the other party,
fires, floods, epidemics, quarantine restrictions, strikes, freight embargoes, earthquakes, explosion, mob
violence, riot, inability to procure or general sabotage or rationing of labor, equipment, facilities, sources of
energy, material or supplies in the open market, litigation or arbitration involving a party or others relating to
zoning or other governmental action or inaction pertaining to the project, malicious mischief, condemnation, and
unusually severe weather or delays or suppliers or subcontractors due to such causes or any similar event and/or
occurrences beyond the control of the Trustee.

(g) The Trustee agrees to accept and act upon facsimile transmission of written instructions and/or
directions pursuant to the Indenture provided, however, that: (i) subsequent to such facsimile transmission of
written instructions and/or directions the Trustee shall forthwith receive the originally executed instructions
and/or directions, (ii) such originally executed instructions and/or directions shall be signed by a person as may
be designated and authorized to sign for the party signing such instructions and/or directions, and (iii) the
Trustee shall have received a current incumbency certificate containing the specimen signature of snch
designated person.

Right to Rely on Documents. The Trustee shall be protected in acting upon any notice, resolution, request,
consent, order, certificate, requisition, report, opinion, bonds or other paper or document believed by it to be
genuine and to have been signed or presented by the proper party or parties. The Trustee may consult with
counsel, who may be counsel of or to the Agency, with regard to legal questions, and the opinion of such
counsel shall be full and complete authorization and protection in respect of any action taken or suffered by it in
good faith and in accordance therewith.

The Trustee shall not be bound to recognizc any person as the Owner of a Bond unless and until such
Bond is submitted for inspection, if required, and his title thereto is established to the satisfaction of the Trustee.

Whenever in the administration of the trusts imposed upon it by the Indenture the Trustee shall deem it
necessary or desirable that a matter be proved or established prior to taking or suffering any action hereunder,
such matter (unless other evidence in respect thereof be in the Indenture specifically prescribed) may be deemed
to be conclusively proved and established by a written certificate of the Agency, which shall bc full warrant to
the Trustee for any action taken or suffered in good faith under the provisions of the Indenture in reliance upon
such written certificate.

No provision in the Indenture shall require the Trustee to risk or expend its own funds or otherwise
incur any financial liability hereunder. The Trustee shall be entitled to interest on any amounts advanced by it at
the maximum rate permitted by law.

The Trustee shall have no responsibility with respect to any information, statement, or recital in any
official statement, offering memorandum or any other disclosure material prepared or distributed with respect to
the Bonds.
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Preservation and Inspection of Docnments. All doctunents received by the Trustee under the provisions of the
Indenture shall be retained in its possession and shall be subject at all reasonable times during business hours
upon reasonable notice to the inspection of the Agency and any Bondowner of at least 5% of the principal
amount of Bonds Outstanding, and their agents and representatives duly authorized in writing, at reasonable
hours and under reasonable conditions.

Compensation and Indemnification. The Agency shall pay to the Trustee from time to time all compensation for
all reasonable services rendered under the Indenture and also all reasonable expenses, charges, legal and
consulting fees and other disbursements and those of its attorneys, agents and employees, incurred in and about
the performance of its powers and duties under the Indenture.

The Agency further covenants and agrees to indemnify and save the Trustee and its officers, directors,
agents and employees harmless against any costs, claims, loss, expense and liabilities which it may incur arising
out of or in the acceptance, exercise and performance of its powers and duties hereunder, including the costs and
expenses of defending against any claim of liability, but excluding any and all losses, expenses and liabilities
which are due to the negligence, willful misconduct or willful default of the Trustee, its officers, directors,
agents or employees. The obligations of the Agency under this paragraph shall survive resignation or removal
of the Trustee under the Indenture and payment of the Bonds and discharge of the Indenture.

Deposit and Investment of Moneys in Funds. Moneys in the Interest Account, the Principal Account, the
Reserve Account, the Redemption Account, the I-lousing Projects Fund and the Costs of Issuance Fund shall be
invested by the Trustee in Pem1itted Investments as specified by the Treasurer of the Agency and shall be
promptly confirmed in writing by the Agency with the Trustee within at least one (I) Business Day. In the
absence of any such direction provided by the Treasurer of the Agency, the Trustee shall invest any such
moneys in Permitted Investments described in clause (8) of the definition thereof which by thcir terms mature
prior to the date on which such moneys are required to be paid out hereunder.

Obligations purchased as an investment of moneys in any fund shall be deemed to be part of such fund
or account. Whenever in the Indenture any moneys are required to be transferred by the Agency to the Trustee,
such transfer may be accomplished by transferring a like amount of Permitted Investments which by their tern1S
mature prior to the date on which such moneys are required to be paid out hereunder. All interest or gain
derived from the investmcnt of amounts in any of the funds or accounts established in the Indenture(other than
with respect to funds held by the Agency) shall be retained in the respective funds and accounts to be used for
the purposes thereof; provided, however, that all interest or gain from the investment of amounts in the
respective snbaccounts of the Reserve Account shall be deposited by the Trustee in the Interest Account, but
only to the extent that the amount remaining in the respective subaccounts of the Reserve Account following
such deposit is equal to the Reserve Requirement for the applicable series of Bonds.

The Agency acknowledges that to the extent regulations of the Controller of the CUlTency or other
applicable regulatory entity grant the Agency the right to receive brokerage confirmations of security
transactions as they occur, the Agency specifically waives receipt of such confirmations to the extent permitted
by law. The Trustee will furnish the Agency periodic cash transaction statements which shall include detail for
all investment transactions made by the Trustee hereunder.

Moneys credited to any fund or account under the Indenture which are uninvested pending disbursement
or receipt of proper investment directions or as directed by the Agency as provided in the Indenture, may be
deposited to and held in a non-interest bearing demand deposit account established with the commercial banking
department of the Trustee or any bank affiliated with the Trustee.

The Trustee may make any investments in the Indenturethrough its own bond or investment department
or trust investment department, or those of its parent or any affiliate.

The Trustee or any of its affiliates may act as sponsor, advisor or manager in cormeetion with any
investments made by the Trustee hereunder.
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For purposes of acquiring any investments hereunder, the Trustee may in its discretion commingle funds
held by it hereunder. The Trustee shall incur no liability for losses arising from any investments made pursuant
to the Indenture. For purposes of determining the amount on deposit in any fund or account held hereunder, all
Pernlitted Investments credited to such fund or account shall be valued by the Trustee, at least monthly, at the
market value (excluding accrued interest, other than in the case of the Reserve Account (where accrued interest
shall be included) and excluding brokerage commissions, if any). In making any such valuations, the Trustee
may utilize computerized securities pricing services that may be available to it, including those available
through its regular accounting system.

Accounting Records and Financial Statements. The Trustee shall at all times keep, or cause to be kept, proper
books of record and account, prepared in accordance with corporate trust industry standards, in which complete
and accurate entries shall be made of all transactions relating to the proceeds of the Bonds and all funds and
accounts established and held by the Trustee pursuant to the Indenture. Such books of record and account shall
be available for inspection by the Agency at reasonable hours, upon reasonable notice and under reasonable
circUlllstances. The Trustee shall furnish to the Agency, at least monthly, an accounting of all transactions
relating to the proceeds of the Bonds and all funds and accounts established pursuant to the Indenture, which
may be in the form of the Trustee's regular monthly statement.

Appointment of Co Trustee or Agent. It is the purpose of the Indenture that there shall be no violation of any
law of any jurisdiction (including particularly the laws of the State) denying or restricting the right of banking
corporations or associations to transact business as trustee in such jurisdiction. It is recognized that in case of
litigation under the Indenture, and in particular, in case of the enforcement thereof or default thereunder, or in
case the Trustee deems that by reason of any present or future law of any jurisdiction it may not exercise or it
finds it impracticable to exercise any of the powers, rights or remedies granted in the Indenture to the Trustee or
hold title to the properties, in trust, as granted in the Indenture, or take any action which may be desirable or
necessary in connection therewith, it may be necessary that the Agency appoint an additional individual or
institution as a separate or co trustee. The following provisions of the Indenture aTe adapted to these ends.

In the event that the Agency appoints an additional individual or institution as a separate or co trustee,
each and every remedy, power, right, claim, demand, cause of action, immunity, estate, title, interest, duty,
obligation and lien expressed or intended by the Indenture to be exercised by, or vested in or conveyed to the
Trustee with respect thereto shall be exercisable by and vest in such separate or co-trustee to exercise such
powers, rights and remedies, and every covenant and obligation necessary to the exercise thereof by such
separate or co trustee shall run to and be enforceable by either of them.

Shonld any instrument in writing from the Agency be required by the separate or co trustee so appointed
by the Agency for more fully and certainly vesting in and confirming to him or it, such properties, rights,
powers, trusts, duties and obligations, any and all such instruments in writing shall, on request, be executed,
acknowledged and delivered by the Agency. In case any separate or co trustee or a successor to either shall die,
become incapable of acting, resign or be removed, all the estates, properties, rights, powers, trusts, duties and
obligations of such separate or co trustee, so far as permitted by law, shall vest in and be exercised by the
Trustee until the appointment of a new Trustee or successor to such separate or co trustee.

In addition to the appointment of a co trustee hereunder, the Trustee may, at the expense and with the
prior written consent of the Agency, appoint any agent of the Trustee in New York, New York or Los Angeles
or San Francisco, California for the purpose of administering the transfers or exchanges of Bonds or for the
performance of any other responsibilities of the Trustee hereunder.

Rebate of Excess Investment Earnings to United States. The provisions of the Indenture shall apply only to any
Tax-Exempt Bonds outstanding under the Indenture that are subject to the requirements set forth in the
Indenture with respect to rebate under the Code.

(a) Obligation to Calculate Excess Investment Earnings. The Agency shall calculate or cause to be
calculated, and shall provide or cause to be provided written notice to the Trustee of, the excess investment
earnings (as defined in the Code, "Excess Investment Earnings") at snch times and in such manner as may be

D-24



required pursuant to the Code. The Ageucy shall inform the Trustee how frequently calculations are to be made,
and shall ensure that a copy of all such calculations is given promptly to the Trustee.

(b) Rebate to United States. The Agency agrees to deposit with the Trustee, promptly upon the
receipt of any calculations made pursuant to the preceding subsection (a), the amount of Excess Investment
Earnings so calculated. The Trustee shall deposit all amounts paid to it for such purpose by the Agency in the
Rebate Account which account is hereby established with the Trustee. The Trustee shall pay to the United
States of America fi'om the amounts on deposit in the Rebate Account such amounts as shall be identified
pursuant to written notice filed with the Trustee by the Agency for such purpose from time to time. Payments to
the United States of America shall be made to the address prescribed by the Tax Regulations as the same may be
from time to time in effect with such reports and statements as may be prescribed by such Tax Regulations.
Following payment in full to the United States of America of all amounts due and owing under this
subsection (b) and under the Code, the Trustee shall withdraw from the Rebate Account and transfer to the
Agency all amounts remaining on deposit in the Rebate Account. The Trustee shall not be responsible for
calculating rebate amounts or for the adequacy or correctness or any rebate report or rebate calculations. The
Trustee shall be deemed conclusively to have complied with the provisions of the Indenture regarding
calculation and payment of rebate if it follows the directions of the Agency and it shall have no independent
duty to review such calculations or enforce compliance by the Agency with such rebate requirements.

(c) Investment Transactions. The Agency shall assure that Excess Investment Earnings are not paid
or disbursed except as required in The indenture. To that end the Agency shall assure that investment
transactions are on an ann's-Iength basis. In the event that Permitted Investments consist of certificates of
deposit or investment contracts, investment in such Pennitted Investments shall be made in accordance with the
procednres described in the Tax Regulations.

(d)
following the
Indenture.

Maintenance of Records. The Agency shall keep, and retain for a period of six (6) years
retirement of such Tax-Exempt Bonds, records of the determinations made pursuant to the

(e) Engagement of Professional Services. In order to provide for the administration of the
covenants in the Indenture, the Agency may provide for the employment of independent attorneys, accountants
and consultants compensated on such reasonable basis as the Agency may deem appropriate.

(f) Modification. Any of the provisions of the section in the Indenture relating to rebate
caleulations may be amended, modified or deleted in any maImer whatsoever in the event that the Agency shall
cause to be filed with the Trustee written directions making such aInendment, modification or deletion, which
written directions are accompanied by an opinion of Bond Counsel stating that such amendment, modification or
deletion will not cause interest on the Bonds to be includable in gross income of the Bondowners for federal
income tax purposes.

Modification Or Amendment Of The Indenture

Amendments Permitted. The Indenture and the rights and obligations of the Agency and of the Owners of the
Bonds may be modified or amended at any time by a Supplemental Indenture pursuant to the affirmative vote at
a meeting of Bondowners or with the written consent without a meeting of the Owners of a majority in
aggregate principal amount of the Bonds then Outstanding, exclusive of Bonds disqualified as provided in
Section 8.04. No such modification or amendment shall (I) extend the maturity of any Bond or reduce the
interest rate thereon, or otherwise alter or impair the obligation of the Agency to pay the principal thereof, or
interest thereon, or any premium payable on the redemption thereof, at the time and place and at the rate and in
the currency provided therein without the express consent of the Owner of such Bond, or (2) permit the creation
by the Agency of any mortgage pledge or lien upon the Tax Revenues supelior to or on a paI'ity with the pledge
and lien created for the benefit of the Bonds (except as otherwise provided in the Indenture) or reduce the
percentage of Bonds required for the affinnative vote or written consent to an amendment or modification or
(3) modify any of the rights or obligations of the Trustee without its written assent thereto,
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The Indenture and the lights and obligations of the Agency and of the Owners of the Bonds may also be
modified or amended at any time by a Supplemental Indenture, but without the consent of any Bondowners, but
only to the extent penllitted by law and only for anyone or more of the following purposes-

(a) to add to the covenants and agreements of the Agency in the Indenture contained, other
covenants and agreements thereafter to be observed or to limit or surrender any right or power reserved in the
Indenture to or conferred upon the Agency; or

(b) to make modifications not adversely affecting any Outstanding series of Bonds of the Agency in
any material respect, including an amendment pursuant to Section 5.05 hereof; or

(c) with the written consent of the Trustee, to make such provisions for the purpose of curing any
ambiguity, or of curing, correcting or supplementing any defective provision contained in the Indenture, or in
regard to questions arising under the Indenture, as the Ageucy and the Trustee may deem necessary or desirable
and not inconsistent with the Indenture, and which shall not materially adversely affect the rights of the Owners
of the Bonds; or

(d) to provide for the issuance of any Parity Bonds, and to provide the tenllS and conditions under
which such Parity Bonds may be issued, subject to and in accordance with the provisions of Section 3.03 and
Section 3.04 hereof.

Bondowners' Meetings. The Agency may at any time call a meeting of the Bondowners. In such event the
Agency is authOJized to fix the time and place of said meeting and to provide for the giving of notice thereof and
to fix and adopt rules and regulations for the conduct of said meeting.

Procedure for Amendment with Written Consent of Bondowners. The Agency may at any time adopt a
Supplemental Indenture amending the provisions of the Bonds or of the Indenture or any Supplemental
hldenture, to the extent that such amendment is pemlitted by Section 8.01, to take effect when and as provided
in the Indenture. A copy of such Supplemental Indenture, togetiler with a request to Bondowners for their
consent thereto, shall be mailed by the Agency to each registered Owner of Bonds Outstanding, but failure to
mail copies of such Supplemental Indenture and request shall not affect the validity of the Supplemental
Indenture when assented to as in the Indenture provided.

Such Supplemental Indenture shall not become effective unless there shall be filed with the Trustee the
written consents of the Owners of a majority in aggregate principal amount of the Bonds then Outstanding
(exclusive of Bonds disqualified as provided in Section 8.04) and a notice shall have been mailed as hereinafter
in ti,e Indenture provided. Each such consent shall be effective only if accompanied by proof of ownership of
the Bonds for which such consent is given which proof shall be such as is perulitted by Section 10.04. Any such
consent shall be binding upon the Owner of the Bonds giving such consent and on any subsequent Owner
(whether or not such subsequent Owner has notice thereof) unless such consent is revoked in writing by the
Owner giving such consent or a subsequent Owner by filing such revocation wifu the Trustee plior to the date
when the notice hereinafter in the Indenture provided for has been mailed. Any revocation received by the
Trustee after such notice has been mailed shall be of no force or effect.

After the Owners of the required percentage of Bonds shall have filed their consents to the
Supplemental Indenture, the Agency shall mail a notice to the Bondowners in the manner hereinbefore provided
in the Indenture for the mailing of the Supplemental Indenture, stating in substance that the Supplemental
Indenture has been consented to by the Owners of the required percentage of Bonds and will be effective as
provided in the Indenture (but failure to mail copies of said notice shall not affect the validity of the
Supplemental Indenture or consents thereto). Proof of the mailing of such notice shall be filed with the Trustee.
A record consisting of the papers required by the Indenture to be filed with the Trustee shall be proof of the
matters therein stated until the contrary is proved. The Supplemental Indenture shall become effective upon the
filing with the Trustee of fue proof of mailing of such notice, and the Supplemental Indenture shall be deemed
conclusively binding (except as otherwise hereinabove specifically provided in the Indenture) upon the Agency
and the Owners of all Bonds at the expiration of sixty (60) days after such filing, except in the event of a final
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decree of a court of competent jurisdiction setting aside such consent in a legal action or equitable proceeding
for such purpose commenced within such sixty-day period.

Disqualified Bonds. Bonds owned or held for the account of the Agency or the City, excepting any pension or
retirement fund, shall not be deemed Outstanding for the purpose of any vote, consent or other action or any
calculation of Outstanding Bonds provided for in the Indenture, and shall not be entitled to vote upon, consent
to, or take any other action provided for in the Indenture.

Effect of Supplemental Indenture. From and after the time any Supplemental Indenture becomes effective
pursuant to the Indenture, the Indenture shall be deemed to be modified and amended in accordance therewith,
the respective rights, duties and obligations under the Indenture of the Agency and all Owners of Bonds
Outstanding shall thereafter be determined, exercised and euforced under the Indenture subject iu all respects to
such modifications and amendments, and all the terms and conditions of auy such Supplemental Indenture shall
be deemed to be part of the terms and conditions of the Indenture for any and all purposes.

The Agency or the Trustee may adopt appropriate regulations to require each Bondowner before his
consent provided for in the Indenture shall be deemed effective to reveal if the Bonds as to which such consent
is given are disqualified as provided in Section 8.04.

Endorsement or Replacement of Bonds Issued After Amendments. The Agency may determine that Bonds
issued and delivered after the effective date of any action taken as provided in the Indenture shall bear a
notation, by endorsement or otherwise, in form approved by the Agency, as to such action. In that case, upon
demand of the Owner of any Bond Outstanding at such effective date and presentation of his Bond for that
purpose at the Corporate Trust Office of the Trustee or at such other office as the Agency may select and
designate for that purpose, a suitable notation shall be made on such Bond. The Agency may detennine that
new Bonds, so modified as in the opinion of the Agency is necessary to conform to such Bondowners' action,
shall be prepared, executed and delivered. In that case, upon demand of the Owner of any Bonds then
Outstanding, such new Bonds shall be exchanged at the Corporate Trust Office of the Trustee, without cost to
any Bondowner, for Bonds then Outstanding, upon surrender of such Bonds.

Amendatory EndorsemelJt of Bonds. The provisions of the Indenture shall not prevent any Bondowner from
accepting any amendment as to the particular Bonds held by him provided that due notation thereof is made on
such Bonds.

Opinion of Counsel. Prior to the execution by the Trustee of any amendment hereto, the Trustee shall be
fumished with an opinion of counsel stating that the provisions of the Indenture have been complied with.

Events Of Defanlt And Remedies Of Bondowners

Events of Default and Acceleration of Maturities. The following cvents shall constitute Events of Default
hereunder:

(a) if default shall be made in the due and punctual payment of the principal of or interest or
redemption premium (if any) on any Bond when and as the same shall become due and payable, whether at
maturity as therein expressed, by declaration or otherwise;

(b) if default shall be made by the Agency in the observance of any of the covenants, agreements or
conditions on its part in the Indenture or in the Bonds contained, other than a default described in the preceding
clause a), and such default shall have continued for a period of thirty (30) days following the receipt by the
Agency of written notice from the Trustee or any Bondowner of the OCCUlTence of such default; provided,
however, that if in the reasonable opinion of the Agency the failure stated in such notice can be corrected, but
not within such thirty (30)-day period and if corrective action is instituted by the Agency within such thirty
(30)-day period, the Agency may diligently pursue such corrective action until such failure is corrected, but in
no event more than 90 days following the receipt by the Agency of such notice; or
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(c) if the Agency shall file a petition or answer seeking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America, or if a court of competent
jurisdiction shall approve a petition, filed with or without the consent of the Agency, seeking reorganization
under the federal bankruptey laws or any other applicable law of the United States of Ameriea, or if, under the
provisions of any other law for the relief or aid of debtors, any court of competent jurisdiction shall assume
custody or control of the Agency or of the whole or any substantial part of its property,

If an Event of Default shall occur, then, and in each and every such case during the continuance of such
Event of Default, the Trustee may, and if requested in writing by the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding, the Trustee shall (a) declare the principal of the Bonds, together with the
accrued interest thereon, to be due and payable immediately, and upon any such declaration the same shall
become immediately due and payable, anything in the Indenture or in the Bonds to the contrary notwithstanding,
and (b) subject to the provisions of Section 9,06, exercise any other remedies available to the Trustee and the
Bondowners in law or at equity,

Immediately upon obtaining actual knowledge of the occurrence of an Event of Default, the Trustee
shall give notice of such Event of Default to the Agency by telephone confinned in writing, Such notice shall
also state whether the principal of the Bonds shall have been declared to be or have immediately become due
and payable, With respect to any Event of Defanlt described in clause (a) or (c) above the Trustee shall, and
with respect to any Event of Default described in clause (b) above the Trustee in its sole discretion may, also
give such notice to the Owners of the Bonds in the same manner as provided in the Indenture for notices of
redemption of the Bonds,

Upon declaration of an Event of Default, the Agency shall transfer the Special Fund and all moneys
therein to the Trustee who shall hold such Special Fund for the benefit of the Bondholders until such Event of
Default shall have been cured,

This provision, however, is subject to the condition that if, at any time after the principal of the Bonds
shall have been so declared due and payable, and before any judgment or decree for the payment of the moneys
due shall have been obtained or entered, the Agency shall deposit with the Trustee a sum sufficient to pay all
principal on the Bonds matured prior to such declaration and all matured installments of interest (if any) upon all
the Bonds, with interest on such overdue installments of principal and interest at the net effective rate then borne
by the Outstanding Bonds, and the reasonable fees and expenses of the Trustee, and any and all other defaults
known to the Trustee (other than in the payment ofprincipal of and interest on the Bonds due and payable solely
by reason of such declaration) shall have been made good or cured to the satisfaction of the Trustee or provision
deemed by the Trustee to be adequate shall have been made therefor, then, and in every such case, the Owners
of at least a majority in aggregate principal amount of the Bonds then Outstanding, by written notice to the
Agency and to the Trustee, may, on behalf of the Owners of all of the Bonds, rescind and annul such declaration
and its consequences, However, no such rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exhaust any right or power consequent thereon,

Subject to the provisions of the Indenture, the Trustee agrees to enforce by mandamus, suit or other
proceeding at law or in equity the covenants and agreements of the Agency,

Application of Funds Upon Acceleration, All of the Tax Revenues and all sums in the funds and accounts
established and held by the Trustee upon the date of the declaration of acceleration (other than the Rebate
Account) as provided in Section 9,01, and all sums thereafter received by the Trustee hereunder, shall be applied
by the Trustee in the following order upon presentation of the several Bonds, and the stamping thereon of the
payment if only partially paid, or upon the surrender thereof if fully paid:

First, to the payment of the fees, costs and expenses of the Trustee and thereafter of the Bondowners in
declaring such Event of Default, including reasonable compensation to its or their agents, attomeys and counsel;
and

Second, to the payment of the whole amount then owing and unpaid upon the Bonds for principal and
interest, with interest on the overdue principal and installments of interest at the net effective rate then bome by
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the Outstanding Bonds (to the extent that such interest on overdue installments of principal and interest shall
have been colleeted), and in case such moneys shall be insufficient to pay in full the whole amount so owing and
unpaid upon the Bonds, then to the payment of such principal and interest without preference or pliority of
principal over interest, or interest over principal, or of any installment of interest over any other installment of
interest, or any Bond over any other Bond, ratably to the aggregate of such principal and interest.

Power of Trustee to Control Proceedings. In the event that the Trustee, upon the happening of an Event of
Default, shall have taken any action, by judicial proceedings or otherwise, pursuant to its duties hereunder,
whether upon its own discretion or upon the request of the Owners of a majority in principal amount of the
Bonds then Outstanding, it shall have full power, in the exercise of its discretion for the best interests of the
Owners of the Bonds, with respect to the continuance, discontinuance, withdrawal, compromise, settlement or
other disposal of such action; provided, however, that the Trustee shall not, unless there no longer continues an
Event of Default, discontinue, withdraw, compromise or settle, or otherwise dispose of any litigation pending at
law or in equity, if at the time there has been filed with it a wlitten request signed by the Owners of a majority in
principal amount of the Outstanding Bonds opposing such discontinuance, withdrawal, compromise, settlement
or other disposal of such litigation.

Limitation on Bondowners' Right to Sue. No Owner of any Bond issued under the Indenture shall have the
right to institute any suit, action or proceeding at law or in equity, for any remedy under or upon the Indenture,
unless (a) such Owner shall have previously given to the Trustee written notice of the occurrence of an Event of
Default; (b) the Owners of a majority in aggregate principal amount of all the Bonds then Outstanding shall have
made written request upon the Trustee to exercise the powers hereinbefore granted or to institute such action,
suit or proceeding in its own name; (c) said Owners shall have tendered to the Trustee indemnity acceptable to
the Trustee, against the costs, expenses and liabilities to be incun'ed in compliance with such request; and (d) the
Trustee shall have refused or omitted to comply with such request for a period of thirty (30) days after sueh
written request shall have been received by, and said tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are hereby declared, in every
case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy hereunder, it being
understood and intended that no one or more Owners of Bonds shall have any right in any manner whatever by
his or their action to enforce any right under the Indenture, except in the manner provided in the Indenture, and
that all proceedings at law or in equity to enforce any provision of the Indenture shall be instituted, had and
maintained in the manner provided in the Indenture and for the equal benefit of all Owners of the Outstanding
Bonds.

The right of any Owner of any Bond to receive payment of the principal of (and premium, if any) and
interest on such Bond as provided in the Indenture or to institute suit for the enforcement of any such payment,
shall not be impaired or affected without the written consent of such Owner, notwithstanding the foregoing
provisions of the Indenture or any other provision of the Indenture.

Non-waiver. Nothing in the Indenture or in the Bonds, shall affect or impair the obligation of the Agency,
which is absolute and unconditional, to pay from the Tax Revenues and other amounts pledged hereunder, the
principal of and interest and premium (if any) on the Bonds to the respective Owners of the Bonds on the
respective Interest Payment Dates, as provided in the, or affect or impair the right of action, which is also
absolute and unconditional, of the Owners to institute suit to enforce such payment by virtue of the contract
embodied in the Bonds.

A waiver of any default by any Bondowner shall not affect any subsequent default or impair any rights
or remedies on the subsequent default. No delay or omission of any Owner of any of the Bonds to exercise any
right or power accruing upon any default shall impair any such right or power or shall be construed to be a
waiver of any such default or an acquiescence therein, and every power and remedy conferred upon the
Bondowners by the Law or by the Indenture may be enforced and exercised from time to time and as often as
shall be deemed expedient by the Owners ofthe Bonds.
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If a suit, action or proceeding to enforce any right or exercise any remedy shall be abandoned or
determined adversely to the Bondowners, the Agency and the Bondowners shall be restored to their former
positions, rights and remedies as if such suit, action or proceeding had not been brought or taken.

Actions by Trustee as Attorney in Fact. Any suit, action or proceeding whieh any Owner of Bonds shall have
the right to bring to enforce any right or remedy under the Indenture may be brought by the Trustee for the equal
benetit and proteetion of all Owners of Bonds similarly situated and the Trustee is hereby appointed (and the
successive respective Owners of the Bonds issued hereunder, by taking and holding the same, shall be
conclusively deemed so to have appointed it) the true and lawful attorney in fact of the respective Owners of the
Bonds for the purpose of bringing any such suit, action or proceeding and to do and perform any and all acts and
things for and on behalf of the respective Owners of the Bonds as a class or classes, as may be necessary or
advisable in the opinion of the Trustee as such attorney in fact; provided, however, the Trustee shall have no
obligation to exercise any rights or remedies under the Indenture unless it has been indemnified to its
satisfaction by the Owners trom any liability or expense, including attorneys' fees. All rights of action under the
Indenture or the Bonds or otherwise may be prosecuted and enforeed by the Trustee without the possession of
any of the Bonds or the production thereof in any proceeding relating thereto, and any such suit, action or
proceeding instituted by the Trustee shall be brought in the name of the Trustee for the benefit and protection of
the Owners of such Bonds, subject to the provisions of the Indenture.

Remedies Not Exclusive. No remedy conferred upon or reserved to the Owners of Bonds in the Indenture is
intended to be exclusive of any other remedy. Every sueh remedy shall be eumulative and shall be in addition to
every other remedy given under the Indenture or now or hereafter existing, at law or in equity or by statute or
otherwise, and may be exercised without exhausting and without regard to any other remedy conferred by the
Law or any other law.

Discharge of Indenture. If the Agency shall pay and discharge the entire indebtedness on all Bonds Outstanding
in anyone or more of the following ways-

(1) by well and tmly paying or causing to be paid the principal of and interest on all Bonds
Outstanding, as and when the same become due and payable;

(2) by irrevocably depositing with the Trustee, in trust, at or before maturity money which, together
with the amounts then on deposit in the funds and accounts established pursuant to the Indenture is fully
sufficient to pay all Bonds Outstanding, including all principal, interest and redemption premiums; or

(3) by irrevocably depositing with the Trustee, in trust, nouredeemable Defeasance Securities in
such amount as an Independent Financial Consultant shall certify to the Trustee, based upon a certificate of an
Independent Certified Public Accountant, will together with the interest to accrue thereon and moneys then on
deposit in the funds and accounts established pursuant to the Indenture, be fully sufficient to pay and discharge
the indebtedness on all Bonds (including all principal, interest and redemption premiums) at or before their
respective maturity dates; and if such Bonds are to be redeemed prior to the maturity thereof notice of such
redemption shall have been given as in the Indenture provided or provision satisfactory to the Trnstee shall have
been made for the giving of such notice,

then notwithstanding that any Bonds shall not have been surrendered for payment, the pledge of the Tax
Revenues and other funds provided for in the Indenture and all other obligations of the Ageney under the
Indenture with respect to all Bonds Outstanding shall cease and terminate, except only the obligation of the
Agency to payor cause to be paid to the Owners of the Bonds not so sUlTendered and paid all sums due thereon,
and thereafter Tax Revenues shall not be payable to the Trustee. Notice of such election shall be filed with the
Trustee.

If, subject to above conditions, the Agency shall payor cause to be paid or make provision for the
payment to the' Owners of less than all of the Outstanding Bonds the principal of and premium, if any, and
interest on such Bonds which is and shall thereafter become due and payable upon such Bonds in accordance
with the provisions of clauses (1), (2) and (3) above, sueh Bonds, or portions thereof, shall cease to be entitled to
any lien, benefit or seeurity under the Indenture.
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Any funds thereafter held by the Trustee which are not reqnired for said purpose or for any remaining
fees or expenses of the Trustee shall be paid over to the Agency.

Waiver of Personal Liability. No member, offieer, agent or employee of the Agency shall be individually or
personally liable for the payment of the principal of or interest on the Bonds; but nothing in the Indenture
contained shall relieve any such member, officer, agent or employee from the performance of any official duly
provided by law.
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APPENDIXE

FORM OF BOND COUNSEL OPINION

______., 2010

Redevelopment Ageney of the
City of San Diego

San Diego, California

Re: Redevelopment Agency of the City of San Diego, Housing Set-Aside Tax
Allocation Bonds, Series 2010 A (Taxable)

Ladies and Gentlemen:

We have examined certified copies of proceedings of the Redevelopment Agency of the City of San
Diego (the "Agency"), and other infonnation and documents submitted to us relative to the issuance and sale by
the Agency of its Housing Set-Aside Tax Alloeation Bonds, Series 2010 A (Taxable) in the aggregate prineipal
amount of $ (the "Bonds") and such other information and documents as we consider
necessary to render this opinion. In rendering this opinion, we also have relied npon certain representations of
fact and certifications made by the Agency and the initial purchasers of the Bonds. We have not undertaken to
verify throngh independent investigation the accuracy of the representations and eertifications relied npon by us.

The Bonds have been issued pursuant to the authority contained in Part 1 of Division 24 of the Healtll
and Safety Code of the State of California and California Govermnent Code Section 5903 (collectively, the
"Act"), a resolution of thc Agency adopted on , 2010, and in accordance with the tenns and
conditions of an Trust Indenture dated as of August 1, 20 10 (the "Indentnre"), by and between the Agency and
U.S. Bank National Association, as trustee. All terIllS not defined herein have the meanings aseribed to those
terIllS in the Indenture.

Based upon our examination of the foregoing, and in reliance thereon, and on all matters of fact as we
deem relevant under the circumstances, and upon consideration of applicable laws, we are of the opinion that:

1. The Bonds have been duly and validly authorized by the Agency and are valid and binding
special obligations of the Agency and, except as specifically limited in the Indenture, payable solely from Tax
Revennes (as defined in the Indenture) and other sources as and to the extent provided for in the Indenture. The
Bonds are enforceable in aecordance with their terIllS and the terms of the Indenture, except to the extent that
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium, fraudulent eonveyance or
transfer or other laws affecting creditors' rights generally and by the exereise ofjudicial discretion in aceordanee
with general principles of equity or otherwise in appropriate cases and by limitations on remedies against public
agencies in the State of California.

2. The Indenture has been duly authorized by the Ageney, is valid and binding upon the Ageney
and is enforceable in accordance with its tenns, except to the extent that enforceability may be limited by
bankruptcy, insolvency, reorganization, moratorium, fraudulent eonveyance or transfer or other laws affecting
creditors' rights generally and by the exercise of judicial discretion in accordance with general principles of
equity or otherwise in appropriate cases and by limitations on remedies against public agencies in the State of
California..

3. Under existing statutes, regulations, rulings and judicial decisions, interest (and original issue
discount) evidenced by the Bonds is not excluded from gross income for federal income tax purposes under
Section 103 of the Inte111al Revenue Code of 1986, as amended (the "Code").

E-l



4. Interest (and original issue discount) on the Bonds IS exempt from personal income taxes
imposed in the State of California.

5. Except for certain exceptions, the difference between the issue price of a Bond (the first price at
which a substantial amount of the Bonds of a maturity is to be sold to the public) and the stated payment price at
maturity with respect to such Bond constitutes original issue discount. Original issue discount accrues under a
constant yield method. The amount of original issue discount deemed received by a Bond owner will increase
the Bond owner's basis in the applicable Bond.

Except as expressly set forth in paragraphs (3), (4), and (5), we express no opinion regarding any tax
consequences with respect to the Bonds.

Any federal tax advice contained herein with respect to the Bonds is not intended or written to be used,
and it caml0t be used, for the purpose of avoiding penalties under the Code. The federal tax advice contained
herein with respect to the Bonds was written to support the promoting and marketing of the Bonds. Before
purchasing any of the Bonds, all potential purchasers should consult their independent tax advisors with respect
to the tax consequences relating to the Bonds and the taxpayer's particular circumstances.

We are admitted to the practice of law only in the State of California and our opinion is limited to
matters governed by the laws of the State of California and federal law. We assume no responsibility with
respect to the applicability or the effect of the laws of any other jurisdiction and express no opinion as to the
enforceability of the choice oflaw provisions contained in the fudenture.

We express no opinion herein as to the accuracy, completeness or snfficiency of the Official Statement
or other offering material relating to the Bonds and expressly disclaim any duty to advise the Owners of the
Bonds with respect to matters contained in the Official Statement or other offering material.

The opinions expressed herein are based upon an analysis of existing statutes, regulations, rulings and
judicial decisions and cover certain matters not directly addressed by such authorities.

We call attention to the fact that the foregoing opinions may be affected by actions taken (or not taken)
or events occurring (or not occurring) after the date hereof. We have not undertaken to determine, or to inform
any person, whether such actions or events are taken (or not taken) or do occnr (or do not occur).

Respectfully submitted,
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APPENDIXF

FO~M:OF CONTINUING DISCLOSURE CERTIFICATE

REDEVELOPMENT AGENCY OF
THE CITY OF SAc", DIEGO HOUSING SET-ASIDE

TAX ALLOCATION BONDS, SERIES 2010 TAXABLE

This Continuing Disclosure Certificate, dated as of ,2010 (this "Disclosure Certificate") is
executed and delivered by the Redevelopment Agency of the City of San Diego (the "Agency") in connection
with the issuance by the Agency of its $ Redevelopment Agency of the City of San Diego Housing
Set-Aside Tax ABocation Bonds, Series 20l0A Taxable (the "Bonds"). The Bonds are being issued pursuant to
an Indenture of Trust, dated as of August, 2010 (the "Indenture"), between the Agency and the U.S. Bank
National Association, as trustee. In connection therewith, the Agency covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Agency for the benefit of the holders and beneficial owners of the Bonds and in order to
assist the Participating Underwriters in complying with the Rule (as defined herein).

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized terID used in this Disclosure Certificate unless otherwise defined in this Section, the foBowing
capitalized ternlS shall have the following meanings when used in this Disclosure Certificate:

"Annual Report" shall mean any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

"Dissemination Agent" shall mean the Ageucy, acting in its capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the Agency and which has
filed with the Agency and the Trustee a written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 5(a) ofthis Disclosure Celiificatc.

"National Repository" shall mean the Municipal Securities Rulemaking Board's Electronic
Municipal Market Access (EMMA) system, and any other Nationally Recognized Municipal Securities
InfofU1ation Repository for purposes of the Rule. The National Repositories currently recognized by the
Securities and Exchange Commission are set forth in the SEC website located at http://www.sec.gov
/info/munieipal/nfU1sir.htm.

"Official Statement" means the Official Statement, dated " 2010, relating to the
Bonds.

"Paliicipating Underwriters" shall mean the original Underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

"Repository" shall mean the National Repository and each State Repository, if any.

"Rule" shall mean Rule l5c2-l2(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

"State RepositOly" shall mean any public or private repository or entity designated by the State
of California as a state repositOly for the purpose of the Rule and recognized as such by the Securities
and Exchange Commission. As of the date of this Disclosure Certificate, there is uo State Repository.
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Section 3. Provision of Annnal Reports.

(a) The Agency shall, or npon written direction shall cause the Dissemination Agent to, not later
than 270 days after the end of the Agency's fiscal year (which currently ends June 30th), commencing with the
report for the 2009-2010 Fiscal Year, provide to each Repository an Armual Report which is consistent with the
requirements of Section 4 of this Disclosure Certificate. Not later than fifteen (15) Business Days prior to such
date, the Agency shall provide the Annual Report to the Dissemination Agent (if other than the Agency). The
Armual RepOli may be submitted as a single document or as separate documents comprising a package, and may
include by reference other infOlmation as provided in Section 4 of this Disclosure Certificate; provided that the
audited financial statements of the Agency may be submitted separately from the balance of the Annual Report,
and later than the date required above for the filing of the Annual Report if not available by that date. If the
Agency's fiscal year changes, it shall give notice of such change in the same manner as for a Listed Event under
Section 5(c). The Agency shall provide a written certification with each Armual Report furnished to the
Dissemination Agent to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder. The Dissemination Agent may conclusively rely upon such certification of the
Agency and shall have no duty or obligation to review such Annual Report.

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date required in
subsection (a), the Agency shall send a notice to the Municipal Securities Rulemaking Board and any
appropriate State Repository.

(c) The Dissemination Agent shall:

(i) detelmine each year prior to the date for providing the Annual RepOli the name and
address of each National Repository and each State Repository, if any; and

(ii) if the Dissemination Agent is other than the Agency, and such information is available
to it, file a repmi with the Agency certifying that the Annual Report has been provided pursuant to this
Disclosure Certificate, stating the date it was provided and listing all the Repositories to which it was
provided.

Section 4. Content of Annual Reports. The Agency's Annual Report shall contain or incorporate
by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the
Governmental Accounting Standards Board. If the Agency's audited financial statements are not
available by the time the A.nnual RepOli is required to be filed pursuant to Section 3(a), the Armual
Report shall contain unaudited financial statements in a format similar to the financial statements
contained in the final Official Statement, and the audited financial statements shall be filed in the same
marmer as the Armual Report when they become available.

(b) Financial information and operating data with respect to the Redevelopment Project for
the prior Fiscal Year of the type included in the Official Statement, in the following categories (to the
extent not included in the Agency's audited financial statements): (i) aggregate assessed values of the
Project Areas; (ii) list of top ten largest local secured property taxpayers within the Project Areas; (iii)
calculation of the debt service coverage ratio for such Fiscal Year, including any Parity Bonds,
calculated in the same manner as provided in the Official Statement under the Section entitled "THE
PROJECT AREAS-Debt Service Coverage" and (iv) a description of outstanding indebtedness
payable from Tax Revenues issued during such Fiscal Year.

Any or all of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the Agency or related public entities, which have been submitted to each of
the Repositmies or the Sec111'ities and Exchange Commission. If the document included by reference is a final
official statement, it must be available from the Repositories. The Agency shall clearly identify each such other
document so included by reference.
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Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Agency shall give, or cause to be given, notice
of the occurrence of any of the following events with respect to the Bonds, if material:

(I) Principal and interest paymeut delinquencies.
(2) Non-payment related defaults.
(3) Unscheduled draws on debt service reserves reflecting financial difficulties.
(4) Unscheduled draws on credit enhancements reflecting financial difficulties.
(5) Substitution of credit or liquidity providers, or their failure to perform.
(6) Adverse tax opinions or events affecting the tax-exempt status of the security.
(7) Modifications to rights of security holders.
(8) Contingent or Ullscheduled bond calls.
(9) Defeasances.
(10) Release, substitution, or sale of property securing repayment of the securities.
(II) Rating changes.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the Agency shall
as soon as possible determine if such event would be material under applicable Federal securities law.

(c) If the Agency determines that knowledge of the occurrence of a Listed Event would be material
under applicable Federal secUlities law, the Agency shall promptly file a notice of such occurrence with the
Repositories. Notwithstanding the foregoing, notice of Listed Events desclibed in subsections (a)(8) and (9)
need not be given under this subsection any earlier than the notice (if any) of the underlying event is given to
holders of affected Bonds pursuant to the Indenture.

(d) If the Agency detennines that knowledge of the occurrence ofa Listed Event would be material
under applicable Federal securities law, the Agency shall promptly file a notice of such occurrence with the
Municipal Securities Rulemaking Board and each State Repository. Notwithstanding the foregoing notice of
Listed Events described in subsections (a)(8) and (9) need not be given under this subsection any earlier than the
notice (if any) of the underlying event is given to the holders of affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The Agency's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
Bonds or upon the delivery to the Agency and the Dissemination Agent (if not the same as the Agency) of an
opinion of nationally recognized bond cOUllsel to the effect that continuing disclosure is no longer required. If
such tennination occurs prior to the final maturity of the Bonds, the Agency shall give notice of such
termination in the same mailller as for a Listed Event under Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations U11der this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The
initial Dissemination Agent shall be the Agency. The Dissemination Agent, if other than the Agency, may resign
as Dissemination Agent by providing thiliy days written notice to the Agency and the Trustee. The
Dissemination Agent, if other than the Agency, shall not be responsible for the content of any repmi or notice
prepared by the Agency. The Dissemination Agent, if other than the Agency, shall have no duty to prepare any
infonnation report nor shall the Dissemination Agent be responsible for filing any report not provided to it by
the Agency in a timely manner and in a form suitable for filing.

The Agency may satisfy its obligations hereunder to file any notice, document or infoffilation with a
National Repository or Slate Repository by filing the same with any dissemination agent or conduit, including
any "central post office" or similar entity, assuming or charged with responsibility for accepting notices,
documents or infmmation for transmission to such National Repository or State Repository, to the extent
permitted by the SEC or SEC staff or required by the SEC. For this purpose, permission shall be deemed to have
been granted by the SEC staff if and to the extent the dissemination agent or conduit has received an interpretive
letter, which has not been revoked, from the SEC staff to the effect that using the agent or conduit to transmit
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infonnation to the National Repository and State Repository will be treated for pnrposes of the Rule as if such
information were transmitted directly to the National Repository and State Repository.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this Disclosure Certificate
may be waived (provided no amendment that modifies or increases its duties or obligations of the Dissemination
Agent shall be effective without the consent of the Dissemination Agent), provided that the following conditions
are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may
only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with
respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule,
as well as any change in circumstances; and

(c) the proposed amendment or waiver either (1) is approved by holders of the Bonds in the
manner provided in the Indenture for amendments to the Indenture with the consent of holders, or (ii)
does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
holders or beneficial owners of the Bonds.

If the annual financial infonnation or operating data to be provided in the Annual Report is amended
pursuant to the provisions hereof, the first allliual financial infonnation filed pursuant hereto containing the
amended operating data or finallcial infonnation shall explain, in nanative fonn, the reasons for the amendment
and the impact of the change in the type of operating data or financial infonnation being provided.

If an amendment is made to the undertaking specirying the accounting principles to be followed in
preparing financial statements, the arolUal financial information for the year in which the change is made shall
present a comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the fonner accounting plinciples. The comparison shall
include a qualitative discussion of the differences in the accounting principles and the impact of the change in
the accounting principles on the presentation of the financial infonnation, in order to provide infonnation to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the extent reasonably
feasible, the compalison shall be quantitative. A notice of the change in the accounting principles shall be sent to
the Repositories in the same manner as for a Listed Event under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Agency from disseminating any other infonnation, using the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other infonnation in ally Annual
Report or notice of occunence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the Agency chooses to include any infonnation in any Annual Report or notice of occunence of a
Listed Event in addition to that which is specifically required by this Disclosure Certificate, the Agency shall
have no obligation under this Disclosure Certificate to update such infonnation or include it in any future
Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Agency to comply with any provision of this
Disclosure Certificate, ally Participating Underwriter or any holder or beneficial owner of the Bonds may take
such actions as may be necessary and appropriate, including seeking mandate or specific perfonnance by court
order, to cause the Agency to comply with its obligations nnder this Disclosure Certificate. A default under this
Disclosure Certificate shall not be deemed an Event of Default under the Indenture, and the sole remedy under
this Disclosure Certificate in the event of any failure of the Agency to comply with this Disclosure Celtificate
shall be an action to compel performance.
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Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Agency
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incnr arising out of or in the exercise or perfomlance of its
powers and duties hereunder, including the costs and expenses (including attorneys fees) of defending against
any claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the Agency for its services provided
hereunder in accordance with its schedule of fees as amended from time to time and shall be reimbursed for all
expenses, legal fees and advances made or incurred by the Dissemination Agent in the performance of its duties
herennder. The Dissemination Agent shall have no duty or obligation to review any infonnation provided to it
hereunder and shall not be deemed to be acting in any fiduciary capacity for the Agency, the Bondholders, or
any other party. Other than in the case of the negligence or willful misconduct of the Dissemination Agent, the
Dissemination Agent shall not have any liability to the Bondholders or any other party for any monetary
damages or financial liability of any kind whatsoever related to or arising from any breach of any obligation of
the Dissemination Agent. The obligations of the Agency under this Section shall survive resignation or removal
of the Dissemination Agent and payment of the Bonds.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Agency, the Dissemination Agent, the Participating Underwriters and holders and beneficial owners from time
to time ofthe Bonds, and shall create no rights in any other person or entity.

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

By: _
Its:
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APPENDIXG

BOOK-ENTRY ONLY SYSTEM

THE INFORMATION IN THIS APPENDIX G HAS BEEN PROVIDED BY THE DEPOSITORY
TRUST COMPANY CDTC"), NEW YORK, NEW YORK, FOR USE IN SECURITIES OFFERING
DOCUMENTS, AND THE AGENCY TAKES NO RESPONSIBILITY FOR THE ACCURACY OR
COMPLETENESS THEREOF. THE AGENCY CANNOT GIVE ANY ASSURANCES THAT DTC, DTC
PARTICIPANTS OR INDIRECT PARTICIPANTS WILL DISTRIBUTE THE BENEFICIAL OWNERS
EITHER (A) PAYMENTS OF INTEREST, PRINCIPAL OR PREMIUM, IF ANY, WITH RESPECT TO THE
BONDS OR (B) CERTIFICATES REPRESENTING OWNERSHIP INTEREST IN OR OTHER
CONFIRMATION OF OWNERSHIP INTEREST IN THE BONDS, OR THAT THEY WILL SO DO ON A
TIMELY BASIS OR THAT DTC, DTC DIRECT PARTICIPANTS OR DTC INDIRECT PARTICIPANTS
WILL ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

I. DTC will act as securities depository for the Bonds (the "Securities"). The Securities will be
issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee) or such
other name as may be requested by an authorized representative of DTC. One fully-registered Security
certificate will be issued for each maturity of the Securities, in the aggregate principal amount of such issue, and
will be deposited with DTC.

2. DTC, the world's largest depository, is a limited purpose tIust company organized under the
New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 85
countrics that DTC's prnticipants CDirect Participants") deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This eliminates
the need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, clearing corporations, and celtain other organizations.
DTC is a wholly-owned subsidirny of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in tum,
is owned by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets
Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries ofDTCC), as well as by the New
York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Prnticipant, either directly or indirectly CIndirect Participants"). DTC has Standard &
Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities rnld
Exchange Commission. More infonnation about DTC can be found at www.dtcc.com.

3. Purchases of Securities undcr the DTC system must be made by or through Direct Participants,
which will receive a credit for the Securities on DTC's records. The ownership interest of each actual purchaser
of each Security CBeneficial Owner") is in tum to be,recorded on the Direct and Indirect Pmticipants' records.
Beneficial Owners will not receive written confiffilation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confilmations providing details of the transaction, as well as periodic
statements of their holdings, 11-om the Direct or Indirect Prnticipant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in Securities, except in the event that use of the book
ently system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by
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an authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not effect auy change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Securities; DTC's records reflect only the identity of the
Direct Participauts to whose accounts such Securities are credited, which mayor may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

5. Conveyance of notices and other commnnications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, aud hy Direct Participants and Indirect Participants to Beneficial Owncrs
will he govemed by arraugements among them, subject to any statutory or regulatory requirements as may he in
effect from time to time.

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are
being redeemed, DTC's practice is to detennine by lot thc amount of the interest of each Direct Participant in
such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. The Omnibus
Proxy assigns Cede & CO.'s consenting or voting rights to those Direct Participants to whose accounts Securities
are credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's
practice is to credit Direct Pmticipants' accounts upon DTC's receipt of funds and corresponding detail
infonnation from the issuer or the paying agent or bond trustee, on payable date in accordance with their
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed
by standing instructions and customary practices, as is the case with secmities held for the aecounts of
customers in bearer form or registered in "street name," and will be the responsibility of such Participant and not
of DTC nor its nominee, the paying agent or bond trustee, or the issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized representative
of DTC) is the responsibility of the issuer or the paying agent or bond trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct aud Indirect Participants.

NEITHER THE AGENCY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS FOR BENEFICIAL OWNERS
WITH RESPECT TO THE PAYMENTS ON THE BONDS OR THE PROVIDING OF NOTICES TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION OF
BONDS FOR REDEMPTION.

9. DTC may discontinue providing its services as depository with respect to the Securities at any
time by giving reasonable notice to the issuer or the paying agent or bond tmstee. Under such circumstances, in
the event that a successor depository is not obtained, Security certificates are required to be printed aud
delivered.

10. The Agency may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor secmities depository). In that event, Security celtificates will be printed aud delivered.
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