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I.  INTRODUCTION

The City of San Diego Redevelopment Agency (the “Agency”) is considering the issuance of a
request for proposals to obtain a bank line of credit for several of its project areas, including the City
Heights Redevelopment Project Area (the “Project Area”) to be secured by tax increment revenues
from each area. 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. 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 procedures of the County of San Diego (the “County”).

A. CITY HEIGHTS PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan for the Project Area was adopted by the
City Council of the City of San Diego on May 11, 1992 (accomplished by Ordinance No. 0-
17768) and subsequently amended on April 16, 1996 (the “First Amendment”). The main
purpose of establishing the Redevelopment Plan (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 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 bonded
indebtedness of the Project Area to be repaid by the allocation of taxes to the Agency is not
to exceed $160 million. 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 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, which removed territory and decreased the dollar amounts of
both the bonded indebtedness limit and the tax increment limit. The current limits are shown

below:
Time Limit for Debt Tax Increment Bonded Tax Increment
Incurrence & Plan Receipt Time Indebtedness Dollar Receipt Dollar
Effectiveness/Duration Limit Limit Limit
May 11, 2033 May 11, 2043 $160,000,000 $713,000,000

The Agency has collected a cumulative amount of $35.3 million in tax increment receipts
through Fiscal Year 2005-2006. Please note that this is still below the total tax increment
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dollar limit of $713 million established for the Project Area.

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 of land, located 5 miles from San Diego’s central business district and 6 miles
from the airport 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 54 Street on the east, Home Avenue on
the south and Interstate 805 on the west.

B. 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 Series 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 20% housing
set-aside funds.

C. LINE OF CREDIT

The Agency is considering obtaining a bank line of credit to be secured by housing tax
increment revenues from the Project Area to provide funds for several redevelopment and
affordable housing projects. The Agency expects to issue tax allocation bonds within two
years to fully repay the line of credit.
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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. The secured roll is the Assessor’s roll, which contains real property 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 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: 08-241. 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 secured and unsecured values for the current and base
year as well as the incremental value for the entire Project Area.

A. HISTORIC TAXABLE VALUES

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 base year value for the Project Area is approximately $1.0 billion, and the total
secured and unsecured value for the Project Area has risen from nearly $1.03 billion for
Fiscal Year 1999-2000 to $2.17 billion for Fiscal Year 2006-2007, an increase of
approximately 110%. The current base value reflects the fact that the base value was
adjusted downward by $13.6 million in Fiscal Year 2004-2005 and $3.9 million in Fiscal
Year 2005-2006 as a result of land acquisitions by the San Diego Unified School District.

B. CURRENT REAL AND PERSONAL PROPERTY VALUES

As summarized in Table 1, the total Fiscal Year 2006-2007 secured assessed valuation for
the Project Area is $2.14 billion. This represents an increase of approximately 12% from
$1.91 billion in Fiscal Year 2005-2006.

C. VALUES BY LAND USE TYPE

The Project Area includes a combination of land uses based on an analysis of the Fiscal Year
2006-2007 Assessor’s roll. This allocation indicates that 84.71% of the Project Area
valuation is residential (including 57.01% of multi-family residential land use) and 14.35%
of the value is commercial property (of which 7.47% is office). The breakdown by land use
type is shown in Table 2.

Based on discussions with the County Auditor and Assessor, discrepancies in the total net
assessed values are due to procedural differences in obtaining the data. For purposes of this
analysis, we are using the Auditor’s assessed values to calculate the annual tax increment.
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D. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2006-2007 equalized roll. The
table shows the assessee name/owner, the number of assessor parcels under their ownership,
the total net assessed valuation, and the percentage of the total project assessed value
represented by that owner’s property.

E. PENDING AND RECENTLY RESOLVED ASSESSMENT APPEALS

If a property owner believes that the valuation determined by the Assessor is in error, an
appeal may be filed with the County Assessment Appeals Board during a period between
July and September of each fiscal year. A resolved appeal may produce a reduction in the
original contested value and a refund to the property owner. If the appeal is withdrawn,
there is no change in the original value.

For purposes of this 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. Table 4 shows recent historical assessment appeals in the Project
Area, providing the following information: Tax Rate Area, APN, Application Number,
Owner/Applicant name, the status of the appeal, the result of the appeal, the hearing date,
contested assessed value, the applicant’s opinion of value, the proposed changed value, the
impact of the changed values, and the fiscal year to which each appeal applies.

During Fiscal Year 2005-2006, a total of twenty-one appeals were filed. Five appeals were
resolved with no change in value for Fiscal Year 2005-2006. The remaining sixteen appeals
are pending and may have an impact in Fiscal Year 2006-2007.

Thus far, during Fiscal Year 2006-2007, a total of two appeals have been filed. Both appeals
are pending as of August 31, 2006 and may have an impact in Fiscal Year 2006-2007.

For appeals in which a stipulated value has not yet been set, the historical reduction
percentage of appeals on assessments of similar values from Fiscal Year 2000-2001 through
Fiscal Year 2004-2005 was calculated to determine the estimated effect of a successful
appeal. Based on our research of past appeals, we have estimated a reduced value equal to
90% of the contested assessed value for pending appeals. Thus, for the sixteen pending
appeals through Fiscal Year 2005-2006, we have assumed a total reduction of $272,903
which represents 0.0143% of the total Fiscal Year 2005-2006 assessed value. In addition,
there are two pending appeals which may reduce the assessed value for Fiscal Year 2006-
2007. The amount of the reduction was estimated to be $42,501 which represents 0.0020%
of the total Fiscal Year 2006-2007 assessed value.

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 Auditor Controller 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
5 shows the Fiscal Year 2006-2007 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 2006-2007 tax rate used to
calculate increment in TRA 08-241 is $1.00970 per $100 of assessed value. DTA assumes a
secured tax rate of $1 per $100 after Fiscal Year 2006-2007 as the override rates usually
decline each year as values increase and bonded indebtedness is paid off over time.

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. Supplemental taxes can represent either a positive or negative impact to Project Area
value. They are allocated to the Agency throughout the year and included in the nine
increment payments prepared by the Auditor Controller. The history of supplemental tax
receipts in the Project Area is shown in Table 6. To be conservative, future supplemental
assessments are not projected.

Tax increment payments can also be adjusted due to roll corrections, delinquencies,
penalties, and interest. The historical status of these adjustments is also shown in Table 6.

Property taxes on assessed valuations that are reduced due to later assessment appeals result
in refunds for the taxes based on the original value. Refunds are allocated based on
apportionment factors. Table 6 shows the historical refunds in the Project Area.

The historical percentage of tax receipts to the actual amount of taxes levied is shown in
Table 7.

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 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
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revenues will be reduced pro rata to all agencies. The other component of unitary 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 1988-1989, when the
allocation procedures changed, it was determined that a taxing agency that was created after
1988-1989 was not entitled to receive unitary revenues.

Unitary revenue for the Project Area received as of June 30, 2006 was $1,653. The Project
Area received a proportion of the increased amount as it was entitled to receive a share of the
revenues. DTA is conservatively estimating that unitary revenues will stay at a constant level
in future years.

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. DTA has conservatively estimated the charge for future years to be
1.00% of gross incremental revenue. Tables 9 and 10 show the administrative charge as a
deduction to 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 that are attributable to increases in their override tax rates,
and/or increases in the assessed value of taxable property in the Project (limited to a
maximum annual inflationary growth of 2% allowed by Article XIIIA of the California
Constitution). However, the City has suspended its receipt of payments due pursuant to
Section 33676 for the term of the bonds (for purposes of this analysis, we have assumed that
the term includes the Series 1999A, Series 1999B, 2003 A, and 2003B bonds, as well as any
future bonds), the only reductions in available tax revenue will be the payments due to
MWD and CWA.

The first provision does not affect DTA’s tax increment projections because (as discussed in
Section III.A above) only overrides in existence prior to January 1, 1989 are included. The
affect of the second provision for the allocation of taxes to the taxing entities can result in a
reduction in the amount of revenue 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% of the base levy and MWD
receives 0.0047% of the base levy. Please note that the CWA did not levy ad volorem
property taxes during Fiscal Year 2006-2007, and therefore will not receive any tax
increment revenues.

As the City has suspended its receipt of payments due pursuant to Section 33676 for the term
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of the bonds (for purposes of this analysis, we have assumed that the term includes the Series
1999A, Series 1999B, 2003A, and 2003B bonds, as well as 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 District,
the San Diego Community College District, and the San Diego County Office of Education)
have rescinded resolutions pursuant to Section 33676, as these resolutions have been
superseded by the tax-sharing agreements discussed in Section J below.

F. LOwW 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 the 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. Table 10, 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 first priority of a portion of the low and moderate income housing set-aside funds is the
payment required by the $5.1 million promissory note related to the Disposition and
Development Agreement (“DDA”) dated May 16, 2000 for the City Heights Office and
Townhomes project (see Section IIL.L.). Annual payments are required from 100% of the
site-specific and 33% of the Project Area's low and moderate income housing funds. As
shown in Table 10, DTA has reduced the projected annual housing funds by the annual
payments required by the promissory note.

G. SERIES 1999A AND 1999B TAX ALLOCATION BONDS

The City of San Diego Redevelopment Agency issued Series 1999A and 1999B Tax
Allocation Bonds in the amounts of $5,690,000 and $10,140,523, respectively, for the City
Heights Project Area. The first priority of the tax increment in the Project Area is to pay for
annual debt service on the Bonds. As shown in Table 10, DTA has reduced the projected
annual tax increment by the annual debt service for the Series 1999A and B Bonds.

H. SERIES 2003A AND 2003B TAX ALLOCATION BONDS

In December 2003, the Agency issued 2003 Housing Set-Aside Tax Allocation Bond Series
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. As shown in Table 10, DTA has
reduced the projected annual tax increment by the annual debt service for the Series 2003 A
and B Bonds. ’
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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 fiscal years for deposit to
ERAF. The amount required to be paid by a redevelopment agency under such legislation
was apportioned among all of its redevelopment project areas on a collective basis, and was
not allocated separately to individual project areas. However, faced with a projected multi-
billion dollar budget gap for Fiscal Year 2002-2003, the State Legislature adopted as
urgency legislation, AB 1768 requiring redevelopment agencies to pay into ERAF in Fiscal
Year 2002-2003 an aggregate amount of $75 million. Senate Bill 1096 adopted in August
2004, required redevelopment agencies statewide to pay into ERAF an amount of $250
million for Fiscal Year 2004-2005 and 2005-2006. However the State’s Fiscal Year 2006-
2007 budget did not include any ERAF shifts from local governments, including
redevelopment agencies, nor are future State budgets expected to include further ERAF
shifts.

J. 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 District, 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:

County of San Diego ,
1993-1994 to 2001-2002 10.47%
2002-2003 to 2011-2012 13.09%
2012-2013 to 2031-2032 15.70%

San Diego Community College District
1993-1994 to 2006-2007 . 6.46%
2007-2008 to 2011-2012 5.00%
2012-2013 t0 2016-2017 2.50%
2017-2018 and thereafter 1.00%

San Diego Unified School District
1993-1994 to 2001-2002 Between 4.98% and 5.01%
2002-2003 to 2016-2017 15.00%
2017-2018 to 2031-2032 Between 15.65% and 16.72%

San Diego Office of Education
1993-1994 and thereafter 0.65%
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In addition, the agreement with the County of San Diego (the “County Agreement™) provides
for additional payments should annual tax increment revenues exceed specified amounts set
forth in the agreement. Such additional payments would equal 20.94% of the excess tax
increment revenues. As indicated in Table 10, 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 excess 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 of payments due pursuant to the City’s Section 33676 Resolution (discussed in
Section IIL.E above). As a result of this amendment, 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 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 of the Project. Similar changes in the
computation of payments 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 Table 10 are computed excluding revenues generated by the
suspension of the City’s Section 33676 Resolution.

K. Developer Loan Agreement

. The Agency has entered into an agreement dated November 15, 2001 that requires it to repay
a loan of $200,000 from City Heights Revitalization, LP, the developer, to pay for one half
of the estimated cost of installing additional parking spaces for the City Heights Urban
Village Town Homes and Office Project. This loan amount was paid off during Fiscal Y ear
2003-2004 from monies on hand in Tax Increment Reserve.

L. Second Implementation Agreement (In-Lieu Payment)

The Agency and Urban Village Commercial, LLC (“UVC”) have entered into an agreement
that requires UVC, the owner of Parcel 1 (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 property taxes that would have been
payable by such property if it were not exempt from the tax.

The total amount of In-Lieu Payments for any fiscal year shall not exceed $200,000
beginning in Fiscal Year 2003-2004, and will increase July 1, 2004 and each JuIy 1
thereafter by 2% of the amount for the previous fiscal year.
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According to the agreement, the In-Lieu Payment revenue will be included when calculating
the Low and Moderate Income Housing Set Aside, but will not be subject to the tax-sharing
agreements mentioned in Section I above. For Table 10 we have assumed that the parcel
becomes exempt in Fiscal Year 2007-2008 and we have projected the In-Lieu Payments
through Fiscal Year 2032-2033.

M. Promissory Note for City Heights Urban Village Town Homes and Office Project

On May 16, 2000, the Agency approved the DDA for the City Heights Urban Village Town
Homes and Office Project. The Agency also approved a Housing Replacement Plan, which
called for the 34 existing housing units displaced by the project to be replaced in the new
project. A total of 116 new housing units were completed and occupied by August 2003.
- The DDA requires that 34 of these units be rented at rates affordable to very low income (up
to 50% of area median income) households for at least 45 years. The Agency is responsible
for $5,115,000 of this affordable housing component. San Diego Revitalization Corporation
has fronted the project funding and the Agency is to repay the loan with City Heights tax
increment housing set-aside funds for up to thirty years. Table 10 indicates the annual debt
service payments made each year from tax increment revenue through the term of the loan.

As mentioned above in Section IILF, the first priority of a portion of the low and moderate
income housing set-aside funds is the payment required by the $5.1 million promissory note.
Annual payments are required from 100% of the site-specific and 33% of the Project Area's
low and moderate income housing funds.

N. Comprehensive Affordable Housing Strategy Collaborative
/ .

In August 2002, the Redevelopment Agency, Housing Authority and City Council approved
a Comprehensive Affordable Housing Strategy, which included the concept of leveraging
and aggregating the Redevelopment Agency’s Low- and Moderate-Income Housing Funds
(LMIHEF) to create up to $55 million in affordable housing financing to fund the Affordable
Housing Collaborative Program through a Notice of Funding Availability (NOFA). In
January 2003, the Agency issued the NOFA to seck proposals to develop new affordable
housing units within the City of San Diego. The City’s Redevelopment Division, the Centre
City Development Corporation (CCDC), the Southeastern Economic Development
Corporation (SEDC) and the San Diego Housing Commission have been working together as
the Affordable Housing Collaborative to implement projects submitted in response to the
NOFA.

The Comprehensive Affordable Housing Strategy (RA-02-17) identified a five-year (1999-
2004) affordable housing goal of 2,185 units. This goal was 10% of the estimated five-year
affordable housing need. The $55 million NOFA was released in January 2003 in order to
meet that goal. In June 2003 and July 2004, the Agency issued housing bonds for the Horton
Plaza and Centre City Redevelopment Project Areas, respectively, to provide a $40 million
contribution from the CCDC-administered project areas. The City’s Redevelopment Division
committed to providing the remaining $15 million. In December 2003, the Agency issued
housing bonds for the City Heights Project Area which provided $2 million towards this $15
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million commitment. On April 4, 2006, the Agency approved an affordable housing subsidy
of $5.245 million for the CentrePoint project in the Crossroads Project Area, which was
credited toward the Redevelopment Division’s commitment, leaving a remaining
Redevelopment Division commitment of $7.8 million to the Affordable Housing
Collaborative Program. The Veterans Village Phase II project in the North Bay Project Area
is seeking approximately $4 million. If approved, the approximate $4 million LMIHF
contribution from North Bay would reduce the remainder of the Division’s unfunded
commitment to $3.8 million under the initial $55 million.

To date, approximately $48 million of the original $55 million NOFA has been approved for
expenditure by the Agency to create 720 affordable units and there remains an additional $41
million in requested subsidies in the pipeline. The demand for affordable housing funding
exceeds the original $55 million Program funding by $34 million.

On July 25, 2006, the Redevelopment Agency authorized the issuance of a Request for
Proposals to secure a bank line of credit in an estimated amount of $35 million to provide
funding for an Affordable Housing Collaborative Opportunity Fund. In addition, the Agency
approved the treatment of the low- and moderate-income housing set-aside funds from the
Redevelopment Division’s project areas as a revenue pool for an Affordable Housing
Collaborative Opportunity Fund.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A.NEW DEVELOPMENT

Table 8 presents an analysis of the greatest changes in assessed value between years 2005-
2006 and 2006-2007. In addition, a new Office/Retail establishment to be located at
Fairmont Avenue and University Avenue is due to begin construction in 2007 and is
expected to increase the assessed value of 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.

This project includes 69 family units for very-low income
families as well as extensive park and open space improvements.
Auburn Park Family Apartments This project was granted tax credits in July 2005. Construction of
the $20.5 million project started in early 2006. It is anticipated
that this project will be completed, fall 2007.

The project consists of 151 senior units with a comprehensive
support program for very low and extremely low income

City Heights Square Senior Housing residents. The project received tax credits in July, 2005 and
began construction in early 2006. It is anticipated that this
project will be completed, fall 2007.

The project DDA was approved in June 2005 for a four-story
office and retail development in partnership with San Diego
Revitalization Corporation. Land acquisition is underway.

City Heights Square Office and
Retail

This project includes 91 low-income rental units for seniors,
recreation space, retail commercial space and underground
parking. Construction for this $17.9 million project is underway.
Talmadge Senior Village will open in fall 2006.

Talmadge Senior Village

The ENA for this proposed project, located at University Avenue
City Heights Paseo and 41 Street, was approved June 2006. The proposed mixed-
use development may include office, retail and residential.

This proposed mixed-use project, located at El Cajon Boulevard

Pilot Village Phase I and 40™ Street, may include office, retail and residential.

This proposed mixed-use project, located at University Avenue

Standard Plumbing Site and 40™ Street, may include office, retail and residential.

This proposed mixed-use project, located at University Avenue

5000 Block of University Ave and 50th™ Street, may include office, retail and residential.
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B. TAX INCREMENT PROJECTIONS

Table 9 summarizes the Fiscal Year 2006-2007 assessed values and details how the net tax
increment is calculated. Table 10 projects the tax increment to be generated by the Project
through Fiscal Year 2032-2033. DTA has estimated the future tax increment based on the
Project Area assessed valuation for Fiscal Year 2006-2007, utilizing the assumptions stated
herein regarding current adjustments to the increment. The projections are based on the
assumption that the value of real property will increase at an inflation rate of 2% per year. In
addition, the secured and unsecured personal property within the Project Area less unsecured
exemptions for Fiscal Year 2006-2007 is assumed to remain constant throughout the
subsequent years. 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
2006-2007 is the actual tax rate. This rate 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 on any future
bonds. Additionally, the tax-sharing payments shown are computed excluding revenues
accruing to the Agency from the rescission of the City’s Section 33676 Resolution.

C. LIMITATIONS

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 withdrawal of the pending
-appeals or additional appeals filed in future years. .

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 of
County tax procedures. The sources of information 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 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 can not represent them as results that will definitely be achieved. Some
assumptions inevitably will not materialize and unanticipated events and circumstances may
occur; therefore, the actual results achieved may vary from the projections.
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David Taussig & Associates, Inc. 1111612006
06:02:52 PM
CITY HEIGHTS REDEVELOPMENT PROJECT AREA
HISTORICAL TAX INCREMENT VALUES
TABLE 1
FY 1888-2000 FY 2000-2001 FY 2001-2002 FY 2002-2003 FY 2003-2004 FY 2004-2005 FY 2005-2006 FY 2006-2007
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value
Secured Values
Land $513,731,309 $544,150,577 $597,676,005 $651,186,363 $718,066,722 $808,186,825 $954,331,852 $1,098,624,618
improvement 530,228,421 572,461,560 628,517,349 719,451,309 816,902,776 935,496,965 1,034,147 857 1,135,797,730
Personal Property 1,725,572 1,744,670 1,169,528 746,160 1,349,268 967,570 898,966 779,701
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
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)
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
Unsecured Values
Land 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 13,158,493
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
Gross Value 17,758,598 18,868,440 18,078,114 21,608,404 27,636,841 26,310,498 31,584,563 32,575,810 .
Less Exemptions (543,891) (574,461) (908,619) (122,225) (801,222) (1,016,459) (3,554,007) (4,763,345)
Total Unsecured 17,214,707 18,294,979 17,169,495 21,486,179 26,835,619 25,294,038 28,030,556 27,812,465
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
Percentage Change in Total Value NA 6.03% 9.74% 11.91% 11.98% 12.86% 14.26% 12.04%
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 [2] 1,005,885,605 [3]  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
Percentage Change in Incremental Value NA 778.70% 151.81% 80.92% 50.36% 43.10% 35.77% 25.01%
[1] Based on information provided by the County of San Diego Auditor/Controlier,
2] Base value was adjusted downward by $13.6 million In FY 2004-2005,
[3] Base value was adjusted downward by $3.9 million In FY 2005-2008.
Note: Based on discussions with the County Auditor and Assessor, discrep: in the total net values are due to procedural differences in.

obtaining the data.
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David Taussig & Associates, inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
FY 2006-2007 ASSESSED VALUE BY LAND USE
TABLE 2

Secured Total Net

11/16/2006
06:03:05 PM

Percent of

Land Use [1] No.of Parcels [1] Assessed Value [2] Net Assessed Value
Residential Property (land use codes 07 through 19)
Vacant Residential 181 $9,971,500 0.47%
Single-Family Residential 3,560 $577,385,683 27.21%
Multi-Family Residential 4,458 $1,209,577,638 57.01%
Miscellaneous 4 $570,715 0.03%
Subtotal 8,203 $1,797,505,536 84.71%
Commercial Property (land use codes 20 through 39)
Office Space : 385 $158,516,873 7.47%
Retail 88 $94,489,635 4.45%
Vacant Land 69 $9,830,972 0.46%
Other Uses 98 $41,597,287 1.96%
Subtotal 640 $304,434,767 14.35%
Industrial Property (land use codes 40 through 49) 48 $13,381,433 0.63%
Institutional Property (land use codes 70 through 79) 15 $5,945,366 0.28%
Recreational Property (land use codes 80 through 84) 2 $188,518 0.01%
Miscellaneous Use (land use codes 88 through 89 and 00) 3 $386,485 0.02%
Total 8,911 2,121,842,105 10000%

[1] Includes only parcels with a net assessed value greater than $0.

[2] Based on final FY 2006-2007 Assessor's Roll. Land use codes provided by the County Assessor.

Note: Based on discussions with the County Auditor and Assessor, discrepancies in the total net assessed values are due to procedural differences in obtaining

the data.
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David Taussig & Associates, inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
FY 2006-2007 TOP TEN ASSESSEES

11/16/2006

06:03:20 PM

TABLE 3
Total Net Percent of
Owner [1] Land Use [1] No. of Parcels Assessed Value [1] Project Value
BR Workforce LLC Office/Store Buildings - Garage/Lot 2 $22,623,600 1.07%
Urban Village Residential LLC Multi-Family Residential 1 $17,025,194 0.80%
San Diego Revitalization Corp. Office Buildings - Single-Family Residential 1 $15,572,332 0.73%
San Diego Ridge LLC Multi-Family Residential 1 $12,192,129 0.57%
City Heights Retail Village Community Shopping Center 1 $9,682,623 0.46%
Pearson Ford Properties Multi-Family Residential 10 $9,559,626 0.45%
RTC-1LLC Auto Sales/Service Agency 1 $8,800,000 0.41%
Prickett Family Trust 11-9-95 Multi-Family Residential 18 $7,871,878 0.37%
Lucky Stores Inc. Grocery/Drug Store - Large Chain 1 $7,648,219 0.36%
San Diego/Fox Hollow LP Multi-Family Residential 4 $7,432,040 0.35%
All other owners NA 9,227 $2,003,434,464 94.42%
NA 9,267 $2,121,842,105 100.00%

Grand Total

TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL NET VALUE:

PERCENTAGE OF ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL NET VALUE:

PERCENTAGE OF ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

[1] Based on final FY 2008-2007 Assessor's Roll for TRA 008-241.
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David Taussig & Associates, Inc. 11/16/2006

06:03:31 PM
CITY HEIGHTS REDEVELOPMENT PROJECT AREA
ASSESSMENT APPEALS
TABLE 4
A d Appl Opinion Resolved / Pending Impact/Value
Tax Rate Area Appeal ID # Appli Name Result [1] Hearing Date Value of Value Value Change
FY 2005-2006 APPEALS

008241 0501854 OLIVER, JOSEPH Pending No Date Set [2] $2,000,000 $1,875,000 $1,800,000

b:08

008241 . 0502046 DORFMAN, GERALD Pending ~ NoDate Set [2] $25,266 $19,000 $22,739 ($2,527)
008241 0502047 DORFMAN, GERALD Pending No Date Set [2] $24,803 $3,600 $22,323 ($2,480)
008241 0502048 DORFMAN, GERALD Pending No Date Set [2] $24,317 $3,050 $21,885 ($2,432)
008241 0502049 DORFMAN, GERALD ’ Pending No Date Set [2] $23,841 $2,570 $21,457 . ($2,384)
008241 0502050 DORFMAN, GERALD Pending No Date Set [2] $23,374 $2,100 $21,037 ($2,337)
008241 0502051 DORFMAN, GERALD Fending. No Date Set [2] $22,916 $1,750 $20,624 ($2,292)
008241 0502052 DORFMAN, GERALD Pending No Date Set [2] $22,500 $1,330 $20,250 ($2,250)
008241 0502053 DORFMAN, GERALD Pending No Date Set [2] $25,266 $19,000 $22,739 ($2,527)
008241 0502054 DORFMAN, GERALD Pending No Date Set [2] $24,803 $3,600 $22,323 ($2,480)
008241 0502055 DORFMAN, GERALD Pending No Date Set [2] $24,317 $3,050 $21,885 ($2,432)
008241 0502056 DORFMAN, GERALD Pending No Date Set [2] $23,841 $2,570 $21,457 ($2,384)
008241 0502057 DORFMAN, GERALD Pending No Date Set [2] $23,374 $2,100 $21,037 ($2,337)
008241 ) 0502058 DORFMAN, GERALD Pending No Date Set [2] $22,916 $1,750 $20,624 ($2,292)
008241 0502059 DORFMAN, GERALD Pending No Date Set {2] $22,500 $1,330 $20,250 ($2,250)

Estimated Value Reduction ($272,903)

FY 2006-2007 APPEALS

008241 0600111 ELIAS, MARIA Pending No Date Set [2] $141,012 $88,872 $126,911 ($14,101)
008241 0600317 HO, HA! Pending No Date Set [2] $284,000 $212,887 $255,600 ($28,400)
Estimated Value Redugtion {$42,501)

[1] Highlighted items indicate resolved appeals.

[2] At the time of this analysis, these appeals had not been resolved. Thus, DTA has conservatively assumed these appeals resolved in favor of the property
ata rate of 90% of the contested valued value, based on historic assessment appeals data.
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David Taussig & Associates, Inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

TABLE 5

Participting Agencies [1]

FY 2005-2006 Rates for
TRA 008-241 [3]

11/16/2006
06:03:37 PM

FY 2006-2007 Rates for
TRA 008-241 (3]

1.00000% 1.00000%
City of San Diego Zological Exhibit 0.00500% 0.00500%
San Diego Unified Lease/Purchase 0.00000% 0.00000%
Metropolitan #¥er District 0.00520% 0.00470%
County 8¥er Authority 0.00000% 0.00000%
Subtotal 1.01020% 1.00970%
Non-Participting Agencies [2]
San Diego City Public Safety 0.00145% 0.00124%
San Diego Unified Bond Series 1999A 0.00974% 0.00799%
San Diego Unified Bond Series 20008 0.00785% 0.00667%
San Diego Unified Bond Series 2001C 0.00899% 0.00763%
San Diego Unified Bond Series 2002D 0.01272% 0.00990%
San Diego Unified Bond Series 2003E 0.02138% 0.01733%
San Diego Unified Bond Series 1998F 0.01522% 0.00791%
San Diego Unified Bond Series 1998G 0.00000% 0.01406%
San Diego Community College Bond Series 2003A 0.01630% 0.01272%
San Diego Community College Bond Series 2003B 0.00865% 0.00510%
Grand Total 111250% 110025%

[1]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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David Taussig & Associates, inc. ’ 11/16/2006
06:03:48 PM

CITY HEIGHTS REDEVEL OPMENT PROJECT AREA
ALLOCATION ADJUSTMENTS [1]

TABLE 6

Sufemental Roll Refunds/ Delingencies/ Total
Year Roli Corrections Adjstments Penalties Adjistments
1999-2000 $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) (78,834.92) 36,822.01 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

1] Based on information in the Agency Trust Fund Summary, prepared by the Auditor-Controller.
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David Taussig & Associates, Inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
HISTORIC RECEIPTS TO LEVY ANALYSIS
TABLE 7

1989

Fiscal Year Ending: 2000

2000
2001

2001
2002

2002
2003

2003
2004

11/16/2008

06:03:58 PM
2004 2005
2005 2006

|. Reported Assessed Value
Total Project Value [1]
Less Base Value [2]

$1,031,410,656
1,023,428,875

$1,093,565,136 $1,200,038,085

1,023,428,875

1,023,428,875

$1,342,942,412
1,023,428,875

$1,503,857,495
1,009,805,618

$1,697,282,685 $1,939,256,247
1,009,805,618  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
Tax Rate 1.11065% 1.11046% 1.10928% 1.10820% 1.01177% 1.01080% 1.01020%
Il. Gross Tax Increment ) 88,650 778,835 1,959,091 3,540,849 4,998,669 6,949,018 9,428,910
Unitary Revenue 0 0 1,159 1,103 1,623 1,643 1,653
County Administrative Expenses (4,424) (4,714) (13,513) (29,500) (44,970) (69,044) (82,273)
Total Computed Levy 84,226 774,121 1,946,736 3,612,452 4,955,322 6,881,617 9,348,291
Il. Total Receipts 282,794 1,172,441 2,598,834 4,469,326 5,999,105 8,876,669 11,256,888
% Difference of Computed Levy 335.76% 151.45% 133.50% 127.24% 121.06% 128.99% 120.42%

[1] Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controller.
[2] Base value was adjusted downward by $13.6 million in FY 2004-2005 and by $3.9 million in FY 2005-2006.
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David Taussig & Associates, Inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
LARGEST CHANGES IN SECURED ASSESSED VALUE

11/29/2006
01:05:33 PM

TABLE 8
FY 2005-2006 Secured FY 2006-2007 Secured

Current Assessee Net Assessed Value Net Assessed Value Difference Percent Change
San Diego/Fox Hollow LP $0 $7,432,040 $7,432,040 NA
San Diego Ridge LLC 8,670,000 12,192,129 3,522,129 40.62%
Foley Property Assets 759,057 2,325,600 1,566,543 206.38%
Community Christian Church of San Diego 0 1,428,000 1,428,000 NA
Cedillo Federico & Antelma 380,836 1,767,499 1,386,663 364.11%
CCDJLLC 1,377,767 2,749,920 1,372,153 99.59%
Home/Fairmount Real Estate Holdings LLC 510,428 1,845,894 1,335,466 261.64%
Lincoln Trust 243,460 1,331,100 1,087,640 446.74%
Swift Avenue Condos LLC 858,324 1,855,200 996,876 116.14%
PJ Trust 158,260 1,070,000 911,740 576.10%
Others 1,875,829,759 2,087,844,723 212,014,964 11.30%
Total 1,888,787,891 2,121,842,105 233,054,214 12.34%
8,681 Assessments Gain in Value 1,817,978,393 2,063,544,028 245,565,635 13.51%
326 Assessments with no change in Value [1] 815,000 815,000 ‘ 0 0.00%
177 Assessments With Reduced Value [2] 52,741,064 36,416,868 (16,324,196) -30.95%
83 New Parcels [3] NA 21,066,209 21,066,209 NA
140 Superceded Parcels [4] 17,253,434 NA (17,253,434) NA
Total 1,888,787,891 2,121,842,105 233,054,214 12.34%

[1] A total of 324 parcels are considered exempt by the County of San Diego and have no assessed value.
[2] Values based on the closed Assessor's roll for each fiscal year. Based on discussions with the County, however, values may have been subsequently revised after the roll
had closed. Therefore, several parcels may actually have had smaller FY 05-06 values resulting in no decline in value to FY 06-07. In addition, approximately $2.1 milfion in

reduced value was attributed to 11 parcels acauired by the San Diego Redevelopment Agency and other public entities and churches:
[3] New parcels for FY 2006-2007.

[4] FY 2005-2006 assessor parcels that did not have matching FY 2006-2007 parcel numbers.
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David Taussig & Associates, inc.

CITY HEIGHTS REDEVELOPMENT PROJECT AREA
FY 2006-2007 TAX INCREMENT REVENUE ESTIMATE

TABLE 9

FY 2006-2007
Taxable Value

Base
Taxable Value

Incremental
Taxable Value

Secured Values

Land $1,098,624,619 $490,269,612 $608,355,007

Improvement $1,135,797,730 515,268,139 620,529,591

Personal Property $779,701 4,342,701 (3,563,000)

Gross Value 2,235,202,050 1,009,880,452 1,225,321,598

Less Exemptions ($90,345,158) (24,921,121) (65,424,037)

Total Secured 2,144,856,892 984,959,331 1,159,897,561
Unsecured Values

Land 0 0 0

Improvement 13,159,493 20,926,274 (7,766,781)

Personal Property 19,416,317 0 19,416,317

Gross Value 32,575,810 20,926,274 11,649,536

Less Exemptions (4,763,345) 0 (4,763,345)

Total Unsecured 27,812,465 20,926,274 6,886,191
Total Secured and Unsecured 2,172,669,357 1,005,885,605 1,166,783,752
Estimated Valuation Adjustments

Assessment Appeal Valuation Reductions: ($315,405)
Adjusted Incremental Secured and Unsecured $1,166,468,347
Gross Increment Revenue @ 1.00970% [1] $11,777,831
Unitary Revenue [2] $1,643
Supplemental Roll [3] $0
Second Implementation Agreement In-Lieu Payment [5] $0
Adjustments to Gross Estimated Revenue

Administrative Expenses [4] ($117,778)
Section 33676 Resolutions

Metropolitan Water District (MWD) 0.00470% [7] ($15,152)

County Water Authority (CWA) 0.00000% [7] $-0
Low/Moderate Income Housing Set-Aside Revenue ($2,332,339)
Series 1999A and 1999B Tax Allocation Bonds Annual Debt Service ($762,889)
Non-Housing Net Tax Increment Revenue before Tax-Sharing $8,551,316

Total Tax-Sharing Amounts by Agency
County of San Diego

San Diego Community College District

San Diego Unified School District

San Diego County Office of Education

13.09%
6.46%
15.00%
0.65%

Available Non-Housing Tax Revenue after Tax-Sharing

Available Housing Tax Increment Revenue

City Heights Office and Townhomes Promissory Note Payments
Series 2003A and 2003B Tax Allocation Bonds Annual Debt Service

Available Housing Tax Increment Revenue after Promissory Note

($1,453,341)
($717,233)
($1,665,402)
($72,167)

$4,643,173

2,332,339

($810,245) [5]

($405,290)

$1,116,804 [6]

[1] The actual tax rate of 1.00870% is used for FY 2006-2007. A 1.00% tax rate is used from FY 2007-2008 to the end of the projection.
[2] Based on estimated amount for FY 2005-2006 provided by the County of San Diego Auditor/Controller.

[3] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.

[4] Estimated at 1.00% of the gross revenue for the Project Area.
[5] Based on debt service schedule provided by the Agency. Based on discussions with the Agency, debt service shown above may change.
[6] Tax increment revenue shown above subject to change based on revisions, if any, to the Promissory Note debt service schedule.

[7] Based on rates for FY 2006-2007.
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