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PREAMBLE

Pursuant to 865.0220 of the “San Diego Maintenance Assessment District Procedural
Ordinance” (being Division 2, Article 5, Chapter 6 of the San Diego Municipal Code),
and in accordance with Resolution No. , adopted by the CITY COUNCIL
OF THE CITY OF SAN DIEGO, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, in connection with the annual proceedings for LITTLE ITALY
MAINTENANCE ASSESSMENT DISTRICT, Koppel & Gruber Public Finance, as
District Administrator to the City of San Diego, submits herewith this annual report for
the District.

DATE OF FINAL PASSAGE OF THE CITY OF SAN DIEGO, COUNTY OF SAN
DIEGO, STATE OF CALIFORNIA, ON THE
DAY OF , 2017.

Elizabeth Maland, City Clerk
City of San Diego
State of California
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SECTION I. EXECUTIVE SUMMARY

PROJECT: Little Italy Maintenance Assessment District (“District™)
APPORTIONMENT METHOD: Linear Front Footage (“LFF”)
Lot Square Footage (“LSF”)
Building Square Footage (“BSF”)

TABLE 1 — SUMMARY INFORMATION ZONE 1

Maximum
FY 2017 FY 2018 (1) Authorized
Total Parcels Assessed: 385 385
Unit Assessment Rate
$/LFF $2.605957 $2.736255 $3.495284
$/LSF $0.072160 $0.075768 $0.096786
$/BSF (Class A) (2) $0.071128 $0.074685 $0.095402
$/BSF (Classes B-F) (2) $0.052701 $0.055336 $0.070686
Condos $277.59 $291.47 $372.32
Undeveloped Condos $138.79 $145.73 $186.16

1. FY 2018 is the City’s Fiscal Year 2018, which begins July 1, 2017 and ends June 30, 2018. Total

Parcels Assessed and Unit Assessment Rates may vary from prior year due to parcel changes.
2. Classifications are further described in Section V.B of this Engineer’s Report.

TABLE 2 — SUMMARY INFORMATION ZONE 2

FY 2017 FY 2018 Maximum
(1) Authorized

Total Parcels Assessed: 1,664 1,664

Unit Assessment Rate
$/LFF $0.961986 $1.010086 $1.290280
$/LSF $0.061622 $0.064703 $0.082652
$/BSF (Class A) (2) $0.049670 $0.052153 $0.066620
$/BSF (Classes B-F) (2) $0.031239 $0.032801 $0.041900
Condos $277.59 $291.47 $372.32
Undeveloped Condos $138.79 $145.73 $186.16

1. FY 2018 is the City’s Fiscal Year 2018, which begins July 1, 2017 and ends June 30, 2018. Total
Parcels Assessed and Unit Assessment Rates may vary from prior year due to parcel changes.
2. Classifications are further described in Section V.B of this Annual Report.
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TABLE 3 — SUMMARY INFORMATION ZONE 3

FY 2017 FY 2018 (1) i,
Total Parcels Assessed: 67 67
Unit Assessment Rate
$/LFF $0.432649 $0.454281 $0.580298
$/LSF $0.058654 $0.061587 $0.078671
$/BSF (Class A) $0.030819 $0.032360 $0.041337
$/BSF (Classes B-F) (2) $0.012392 $0.013012 $0.016621
Condos $277.59 $291.47 $372.32
Undeveloped Condos $138.79 $145.73 $186.16

1. FY 2018 is the City’s Fiscal Year 2018, which begins July 1, 2017 and ends June 30, 2018. Total
Parcels Assessed and Unit Assessment Rates may vary from prior year due to parcel changes.
2.  Classifications are further described in Section V.B of this Annual Report.

ANNUAL CoST INDEXING: The assessments are authorized to increase by the greater of: (i)
the annual percentage change in the San Diego Area Consumer Price Index (the SDCPI-U)
of the previous year’s rate beginning in Fiscal Year 2010, or (ii) 5%.
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SECTION I1. BACKGROUND

A. INTRODUCTION

The Little Italy Maintenance Assessment District was established by Resolution R-201568
of the City Council, which de-annexed the District from the Downtown Maintenance District
on July 27, 2004. The District was formed in compliance with the provisions of Proposition
218. An assessment ballot proceeding was conducted and a weighted majority (76%) of
property owners based on assessment amount were in support of the continuation of the
assessments and services and improvements the assessments fund.

On July 22, 2016, the City of San Diego passed R-310617 authorizing the annual budget and
assessments for Fiscal Year 2017, and the continued levy of the assessments for the life of the
District.

The District is authorized and administered under the provisions of the “San Diego Maintenance
Assessment District Procedural Ordinance” (being Division 2, Article 5, Chapter 6 of the San
Diego Municipal Code). This annual report has been prepared pursuant to the requirements of
865.0220 of the “San Diego Maintenance Assessment District Procedural Ordinance”.
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SECTION III. PLLANS AND SPECIFICATION

A. GENERAL DESCRIPTION OF THE DISTRICT

The territory within the District consists of all lots, parcels and subdivisions of land as shown
on the Boundary Diagram titled “Map of Proposed Boundaries of the City of San Diego Little
Italy Maintenance Assessment District” contained within this Annual Report in Exhibit A.

The District generally includes the parcels located west of Interstate 5 and Front Street, south
of W Laurel Street, east of Pacific Highway and north of Ash Street. The District is divided
into three benefit Zones based on the services provided. The Zones are described as follows:

Zone 1 — Generally consisting of parcels fronting the following streets:

India:
Kettner:
Cedar:
Beech:
Ash:

Ash to Hawthorn
Ash to Date
California to India
California to India
California to India

Zone 2 — Generally consisting of parcels fronting the following streets:

Kettner:
India:
State:
Union:
Front:
Ash:
Beech:
Cedar:
Date:

Pacific Highway: Ash to Grape

Date to Laurel
Hawthorn to W Laurel
Ash to Fir

All

Ash to Date
Columbia to Front
Columbia to Front
Columbia to Front
Columbia to Front

Zone 2 also includes all east-west streets in the District.

Zone 3 — Generally consisting of parcels fronting the following streets:

e State:
e Columbia:

Firto I-5
Hawthorn to Juniper

e Pacific Highway: Grape to W Laurel

Zone 3 also includes the Washington Elementary School property.
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B. DESCRIPTION OF IMPROVEMENTS TO BE MAINTAINED AND SERVICES

The District, through the levy of special assessments, provides funding for ongoing
maintenance, operation and servicing of landscaping, lighting, and other improvements or
appurtenant facilities located within the public rights-of-ways and dedicated easements
located within the District. Maintenance services will be provided by City personnel and/or
private contractors. The improvements maintained and services provided by the District are
generally described as follows:

e Maintaining of the public rights-of-way through sidewalk sweeping, street sweeping,
tree planting, watering, and trimming, graffiti clean-up, and extensive landscaping.

e Dealing with homeless and vagrancy issues;

e Public Safety programs and security;

e Parking services in the District;

e Economic development and housing issues; and

e Operation of enhanced street lighting.

Maintenance and servicing of improvements, include but are not limited to landscaping,
sprinkler systems, shrubbery, trees, irrigation and drainage systems, street lighting, and other
appurtenant items located in right of ways and any incidental costs thereto, and located within
the boundaries the District or adjacent to the District.

Plans and specifications for these improvements to be maintained by the District are on file
with the City Engineer’s office and the City Planning and Community Investment
Department and by reference are made part of this Annual Report.
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SECTION1IV. ESTIMATE OF COSTS

Estimated Fiscal Year 2018 annual expenses, revenues, reserves and assessments are
included in Exhibit B.
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SECTION V. METHOD OF APPORTIONMENT

A. SPECIAL BENEFIT ANALYSIS

As determined in the formation Engineer’s Report, each of the proposed improvements and
the associated costs and assessments within the District were reviewed, identified and
allocated based on special benefit pursuant to the provisions of the applicable law.

Proper maintenance and operation of landscaping, street trees, streetlights, sidewalks and
gutters provides special benefit to properties within the District by providing community
character, security, safety and vitality. In addition, the Improvements will enhance the ability
of property owners to attract and maintain customers as well as increase the viability of
commercial development. These special benefits are benefits that are above and beyond the
City’s standard level of service, and exclusive of those “general benefits” provided to the
public at large or properties located outside the District. Under Applicable law, only “special
benefits” are assessable. As such, separation and quantification of the “special benefits”
associated with the improvements/services are illustrated in the following equations:

Special Benefits = Total Benefits — General Benefits

General Benefits = City Standard + External Benefits

Special Benefits = Total Benefits — [City Standard + External Benefits]

In these equations, “Total Benefits” refers to the cost of providing the total benefits of the
improvements/services; “City Standard” represents the cost of providing the City’s standard
level of service; and “External Benefits” refers to the cost of those additional benefits
accruing to the public at large or properties located outside the District. In order to isolate
the “Special Benefits,” it is necessary to quantify the amount of “General Benefits”
associated with the improvements/services.

CITY STANDARD

The District will continue to receive the standard level of service provided to the public at
large under City funded and administered programs. These cost and service allocations,
reviewed and adjusted annually by the City, are representative of the City’s standard level of
service for maintenance and servicing of public facilities and improvements (e.g., medians,
open space, street lights, street trees, sidewalks, parks, etc.), including street sweeping and
graffiti removal on public property. With or without the proposed assessment District, the
area will continue to receive the City’s standard level of services, a “general benefit” that is
not funded by assessments.

Consistent with City policy for the public at large, the City will also provide the District with
annual contributions from the Gas Tax Fund for median maintenance (28.03¢ per square foot
for landscaped median and 4.43¢ per square foot of hardscaped median). These
contributions, reviewed and adjusted annually by the City, are considered to be general
benefit offsets to the District.
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EXTERNAL BENEFITS

Applicable law prohibits levying assessments to pay for “general benefits” conferred to the
public at large or properties located outside the District. Public safety benefits of the
improvements may accrue to persons traveling through the improvements (incidental
beneficiaries). Based on a review of the spatial limits of the District and the proposed
Improvements/services, it has been determined that the maintenance and servicing of the
improvements does not confer benefit to properties outside District.

To quantify the benefit to persons traveling through the District, a traffic study was
completed to isolate the estimated “pass-through” traffic along each segment. Pass-through
traffic is traffic that has neither an origin nor destination within the defined area, which
provides a reasonable means of quantifying benefits not accrued to property within the
District.

Additionally, improvements have been reviewed to determine the potential amount of benefit
to Pass-through traffic. Since much of the District budget is for improvements that are a
direct benefit to property within the District such as sidewalk spraying, gutter clean up and
utility costs, the potential benefit to Pass-through traffic was considered low and was factored
into the traffic counts.

It is estimated that as much as 4.34% of the total benefit may accrue to the public at large as
incidental beneficiaries passing through the District. The estimated costs associated with
these “general benefits” have been quantified and will not be funded by the assessments.

SPECIAL BENEFIT

Parcels within the District receive a special benefit resulting from the maintenance and
services and improvement provided with the assessments. Specifically the special benefits
are summarized as follows:

e Improved cleanliness and maintenance of sidewalks used to access property in the
District.

e Enhanced cleanliness and desirability of the area, including removal of litter and debris
from sidewalks and other public facilities for the direct advantage of property in the
District.

e Protection and improvement of views, scenery and other permanent public facility
resources for property in the District and preservation of public assets maintained by
the District.

e Enhanced safety of property in the District and reduced liability risk.

e Improved illumination of property in the District.

e Improved access to property in the District due to cleaner and safer sidewalks and
improved lighting.

e Improved nighttime visibility for the local access of emergency vehicles.

e Improved safety and traffic circulation to and from parcels.

e Increased deterrence of crime and aid to police and emergency vehicles.
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B. ASSESSMENT METHODOLOGY

To establish the special benefit to the individual lots and parcels within the District a formula
that spreads the costs of the maintenance based on the special benefit must be established.
At the time of formation, the Improvements were reviewed and a formula was established to
apportion the maintenance costs based on benefit.

Due to the nature of the services and improvements, three Zones were established. The
assessments are weighted by Zone based on the benefit each Zone receives. In addition to
the Zones, three factors, as further described below, are used to calculate each parcel’s
assessment.

LINEAR FRONT FOOTAGE FACTOR

The Linear Front Footage (“LFF”) is a measure of a parcel’s proportionate share of the LFF
of the total LFF length of the public right-of-way for which the District is providing enhanced
and increased maintenance, beautification, and other property related services provided by
the District.

LOT SQUARE FOOTAGE FACTOR

The Lot Square Footage (“LSF”) is a measure of a parcel’s proportionate area of ownership
or stakeholder interest relative to the total area of the District, which is receiving enhanced
and increased maintenance, beautification, and other property related services provided by
the District.

BUILDING SQUARE FOOTAGE FACTOR

The Building Square Footage (“BSF”) is a measure of a parcel’s proportionate contribution
to the intensity of use of the public right-of-way. The land use classification for each parcel
within the District has been identified and distinguished as follows:

TABLE 4 — CLASSIFICATION OF PARCELS

Class Description

A Retail space, hotels, motels, visitor related

B Office and commercial uses

C Industrial/Manufacturing/ Distribution

D Institutional (schools, public park, church, tax-exempt)

E Apartments (20 units or more)

F Apartments (9-19 units)
Building square footage is not factored into the assessment formula for the following
property types:

G Apartments (2-8 units)

H Single family housing units

I Parking garages
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Condominiums exist within an “overlay zone” and are charged $240 per fully constructed
unit (plus the index as described below beginning in FY 2009/2010). Complexes that are
under construction are assessed at 50% of the Condominium rate while under construction.
Retail spaces located within a condominium project are assessed based on the retail space’s
lot size, street frontage, and building square footage. (Condominiums are considered to be
under construction until the County Assessor assigns an Assessor’s Parcel Number for the
condominium.)

Single family residences are assessed based on the formula accounting for lot size and street
frontage, and are capped at $240 per residence (times the index as described below beginning
in FY 2009/2010).

Annual Report FY 2018 Page 10
Little Italy Maintenance Assessment District June 2017



SAMPLE CALCULATIONS

As described above, assessments have been calculated for each parcel based on the LFF of
the property along the improvement/service corridor, the LSF and the BSF for land use
classifications A through F.

LFF = Linear Front Footage

LSF = Lot Square Footage

BSF = Building Square Footage

Shown below are calculations for various sample parcels.

= Commercial Property with 50-foot frontage, 2,400 square feet of building on .10
acres
LFF =50.00 LFF
LSF= 4,356 LSF
BSF= 2,400 BSF

= Residential Property with 32-foot frontage, 1,400 square foot house on .08 acres
LFF =32.00 LFF
LSF= 3,485 LSF
BSF= 1,400 BSF (Not assessed based on method of apportionment)

The total assessment for each parcel in the District is based on the calculated LFF, LSF and
BSF for the parcel and the applicable unit assessment rate, as shown in the following
equation:

Total Assessment = Total LFF x LFF Assessment Rate +Total LSF x
LSF Assessment Rate +Total BSF (Class A — F) x BSF Assessment
Rate (Single Family & Condo subject to Maximum Rate)

C. ASSESSMENT RANGE FORMULA

The purpose of establishing an Assessment Range Formula is to provide for reasonable
increases and inflationary adjustment to annual assessments without requiring the District to
go through the requirements of Proposition 218 in order to get a small increase. This
Assessment Range Formula was approved by the property owners at the time the District
was formed. If the budget and assessments calculated requires an increase greater than the
adjusted Maximum Assessment, then the assessment is considered an increased assessment
and would be subject to Proposition 218 balloting.

According to Resolution R-299300, adopted on June 7, 2004, the maximum authorized
assessment established in the Fiscal Year 2004 proceedings are authorized to be indexed
(increased or decreased) annually by an amount not to exceed the factor published in the
SDCPI-U, or not to exceed 5%. The annual change in second half SDCPI-U values, as
compiled by the U.S. Bureau of Labor Statistics (see www.bls.gov), for the prior year period
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was from 271.526 to 276.837 (a 1.96% increase). In accordance with the approved cost-
indexing provisions, the maximum authorized assessment rates contained within this
Assessment Engineer’s Report have been increased by 5.00%. The indexing provisions were
allowed to be implemented for the first time in FY 2009/2010.

The Maximum Assessment is adjusted annually and is calculated independent of the
District’s annual budget and proposed annual assessment. Any proposed annual assessment
is not considered an increased assessment, even if the proposed assessment is greater than
the assessment applied in the prior fiscal year.
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EXHIBIT A- DISTRICT BOUNDARY

The parcels within the Little Italy Maintenance Assessment District consist of all lots, parcels
depicted within the boundaries of the District. The District diagram reflecting the exterior
boundaries of the District and the Zones of benefit is on file with the City Clerk.
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EXHIBIT B- ESTIMATE OF COSTS
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REVENUE AND EXPENSE STATEMENT

Little Italy Maintenance Assessment District

Fund 200079

FY 2016 FY 2017 FY 2018

BUDGET BUDGET PROPOSED
BEGINNING FUND BALANCE
Surplus (or Deficit) from Prior Year $13,000 $0 $0
TOTAL BEGINNING FUND BALANCE $13,000 $0 $0
REVENUE
Assessment Revenue $860,114 $909,736 $990,295
Other Contributions (Non Assessment Source) $34,307 $33,190 $38,881
Gas Tax $3,365 $3,405 $3,472
TOTAL REVENUE $897,786 $946,331 $1,032,648
TOTAL BEGINNING FUND BALANCE & REVENUE $910,786 $946,331 $1,032,648
OPERATING EXPENSE
Landscaping Improvements and Activities $726,721 $769,079 $856,505
Owner's Association/Non-Profit Administration $129,017 $136,460 $148,544
City Administration $34,405 $3,500 $3,500
Contingency Reserve $20,643 $37,292 $24,099
TOTAL OPERATING EXPENSE $910,786 $946,331 $1,032,648
TOTAL ENDING BALANCE $0 $0 $0




EXHIBIT C- ASSESSMENT ROLL

The assessment roll is a listing of the Fiscal Year 2018 Assessment apportioned to each lot or
parcel, as shown on the San Diego County last equalized roll of the assessor and reflective of the
Assessor’s Parcel Map(s) associated with the equalized roll. A listing of parcels proposed to be
assessed within this District is shown on the following table.
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