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ANNUAL REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2008

$5,430,000
CITY OF SAN DIEGO
Assessment District No. 4096 (Piper Ranch)
Limited Obligation Improvement Bonds

(CUSIP Number 797283)

The following Annual Report is being provided by the City of San Diego (the “City”) for the
above stated issue (the “Bonds”), pursuant to the Continuing Disclosure Certificate requirements
and in compliance with Securities and Exchange Commission Rule 15¢2-12 for the fiscal year
ending June 30, 2008 (the "Annual Report™).

The Annual Report, including any amendment or supplement hereto, will be electronically
transmitted to the CENTRAL POST OFFICE by the Dissemination Agent for retransmission by
the CENTRAL POST OFFICE to each of the Nationally Recognized Municipal Securities
Information Repositories (the “NRMSIRs”), approved by the Securities and Exchange
Commission, set forth in Exhibit A.

The Annual Report is provided in accordance with the terms of the Continuing Disclosure
Certificate, and does not purport to provide full and complete information on the terms of the
Bonds. The filing of the Annual Report does not constitute or imply any representation that no
changes, circumstances or events have occurred since the end of the fiscal year to which the
Annual Report relate (other than as contained in the Annual Report), or that no other information
exists which may have a bearing on the security for the Bonds, or an investor’s decision to buy,
sell or hold the Bonds. Certain information and data provided herein was obtained from sources
other than the City (the "Outside Information™), as indicated by the source citations. Although
the information contained in the Annual Report has been obtained from sources which are
believed to be reliable, the City has not independently verified such Outside Information, and the
City cannot guarantee its completeness or accuracy. No statements in this annual report should
be construed as a prediction or representation about future financial performance of the City or
Assessment District No. 4096 (Piper Ranch).

The Community Facilities District and Assessment District Funds are considered part of the
City’s reporting entity and can be found in the supplementary information section, under the
headings Nonmajor Governmental Funds - Debt Service (Other Special Assessments), and
Nonmajor Governmental Funds - Capital Projects (Other Construction), of the City of San
Diego’s Comprehensive Annual Financial Report (“CAFR”).

On March 26, 2009, Macias, Gini and O’Connell LLP, the outside auditor, issued an unqualified
opinion of the City’s Financial Statements related to the Fiscal Year 2008 CAFR. To the extent
the City previously submitted financial and operating data for the Fiscal Year ended June 30,
2008, this submission replaces that information and data in its entirety.
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We have attached the City’s fiscal year 2008 CAFR. which includes the City's fiscal year 2008
audited financial statements. Pursuant to disclosure controls and procedures adopted by the City,
the CAFR is required to be approved by the City's Audit Committee and received and filed by
the City's City Council. Those additional procedures of the Audit Committee and the City
Council have not yet occurred, and were they to result in any material changes to the CAFR,
such changes will be highlighted in a subsequent filing. In addition, the City will make a filing
to advise when the Audit Committee and City Council processes have been completed.

The City is acting as the Dissemination Agent for the above stated issue. The City does not have
any obligation to update this report other than as expressly provided in the Continuing Disclosure
Certificate.

Any statements regarding the above stated issue, other than a statement made by the City in an
official release or subsequent notice or annual report, published in a financial newspaper of
general circulation and/or filed with the Municipal Securities Rulemaking Board or the
NRMSIRs, are not authorized by the City. The City shall not be responsible for the accuracy,
completeness or faimess of any such unauthorized statement.

DATED: March 27, 2009

CITY OF SAN DIEGO

N MW %/m

Mary Lewis S
Chiet Financial Officer
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EXHIBIT A

Nationally Recognized Municipal Securities Information Repositories approved by the Securities
and Exchange Commission:

Bloomberg Municipal Repository

100 Business Park Drive

Skillman, NJ 08558

Phone: (609) 279-3225

Fax: (609) 279-5962
http://www.bloomberg.com/markets/rates/municontacts.html
Email: Munis@Bloomberg.com

DPC Data Inc.

One Executive Drive

Fort Lee, NJ 07024

Phone: (201) 346-0701

Fax: (201) 947-0107
http://www.MuniFILINGS.com
Email: nrmsir@dpcdata.com

Interactive Data Pricing and Reference Data, Inc.

Attn: NRMSIR

100 William Street, 15th Floor

New York, NY 10038

Phone: 212-771-6999; 800-689-8466
Fax: 212-771-7390
http://www.interactivedata-prd.com
Email: NRMSIR@interactivedata.com

Standard & Poor's Securities Evaluations, Inc.

55 Water Street

45th Floor

New York, NY 10041

Phone: (212) 438-4595

Fax: (212) 438-3975
http://www.disclosuredirectory.standardandpoors.com/
Email: nrmsir_repository@sandp.com



http://www.bloomberg.com/markets/rates/municontacts.html
mailto:Munis@Bloomberg.com
http://www.munifilings.com/
mailto:nrmsir@dpcdata.com
http://www.interactivedata-prd.com/
mailto:NRMSIR@interactivedata.com
http://www.disclosuredirectory.standardandpoors.com/
mailto:nrmsir_repository@sandp.com

CITY OF SAN DIEGO
Assessment District No. 4096 (Piper Ranch)
Limited Obligation Improvement Bonds

Annual Report Under the Continuing Disclosure Certificate
Fiscal Year Ending June 30, 2008

€)) This Annual Report includes information required by the Continuing Disclosure Certificate
for the City of San Diego Assessment District No. 4096 (Piper Ranch) Limited Obligation
Improvement Bonds.

The City of San Diego’s Comprehensive Annual Financial Report for the Fiscal Year
ending June 30, 2008 is attached.

Source: City of San Diego, Debt Management; Office of the City Comptroller
(b) All data is as of December 31, 2008, pursuant to the Continuing Disclosure Certificate.

(i)  Principal Amount of Bonds Outstanding: $ 4,310,000

Source: City of San Diego, Debt Management

(if) Balance in the Reserve Fund: $342,855
Reserve Requirement: $341,083

The Reserve Requirement is, as of the date of any
calculation, the least of:

(a) 10% of the original aggregate principal amount of the
Bonds;

(b) maximum annual debt service on the Bonds; and

(c) 125% of average annual debt service on the Bonds.

In calculating such amounts, the principal amount of the
Deemed Escrow Bonds, as of such date of calculation, and
the annual debt service thereon, shall be excluded.

Source: Union Bank of California Trustee Statements; City of San Diego, Debt Management

(iii) Balance in the Improvement Fund: $0

Source: Union Bank of California Trustee Statements; City of San Diego, Debt Management
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(©)

(iv) The assessment delinquency rate for the District as of December 31 of the
prior calendar year; the number of parcels delinquent in payment of assessments
as of December 31 of the prior calendar year; the amount of each delinquency; the
length of time delinquent and the date on which foreclosure was commenced.

See Attached Exhibit 1

(v) The status of foreclosure proceedings and summary of the results of any
foreclosure sales as of December 31 of the prior calendar year.

See Attached Exhibit 1

(vi) The identity of any property owner, representing more than 5% of the
assessment levy, delinquent in payment of assessments as of December 31 of the
prior calendar year.

As of December 31, 2008, no property owners representing more than 5% of the
assessment levy were delinquent in payment of assessments.

Source: City of San Diego, Debt Management; San Diego County Delinquency Reports

(vii) Update of the information contained in Table 1 of the Official Statement:

See Attached Exhibit 2

In addition to any of the information expressly required to be provided under
subsections (a) and (b) of this Section, the City shall provide such further information, if
any, as may be necessary to make the specifically required statements, in the light of the
circumstances under which they are made, not misleading.

The City is unaware of any further information that may be necessary to make the

information expressly required under subsections (a) and (b) not misleading.

Source: City of San Diego, Debt Management
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CITY OF SAN DIEGO
Assessment District No. 4096 (Piper Ranch)
Limited Obligation Improvement Bonds

Delinquency Summary
As of December 31, 2008

District Delinquency History

Exhibit 1

Amount Percent

Fiscal Year-End Delinquencies ®) Remaining Remaining

Parcels Parcels Assessment Amount Percent Delinquent Delinquent

Fiscal Year Assessed Delinquent Levy Delinquent Delinquent As of 1/7/09 As of 1/7/09

2008-09® 21 3% 178,365 $ 12,206 6.84% 12,206 6.84%

2007-08 27 0 382,810 - 0.00% - 0.00%

2006-07 27 0 390,811 - 0.00% - 0.00%

2005-06 27 0 407,744 - 0.00% - 0.00%

2004-05 23 0 319,676 - 0.00% - 0.00%
Total Amount Delinquent 12,206

(a) 1st Installment Only

(b) The data is as of January 7, 2009 for Fiscal Year 2008-09

Delinquent Parcel Detail

Date
Fiscal Delinquent Amount Percent of Foreclosure Status of Foreclosure
Parcel Number Year Installment Delinquent Assessment Levy Commenced @ Proceedings
646-240-53-00 2008-09 1st (due 12/10/08) $ 3,167 1.78% N/A N/A
646-240-58-00" 2008-09 1st (due 12/10/08) $ 3,623 2.03% N/A N/A
646-240-63-00 2008-09 1st (due 12/10/08) $ 5,415 3.04% N/A N/A

(a) The District has covenanted that it will commence judicial foreclosure proceedings against parcels with delinquent special assessments in excess of
$12,500 by the November 1 following the close of each fiscal year in which such special assessments were levied. As of December 31, 2008, no delinquencies

met the foreclosure threshold.

(b) Per County records, delinquent installment was paid with penalty on 1/14/2009.

Source: San Diego County Delinquency Reports ST28-0090-02; City of San Diego, Debt Management

NBS (Assessment Administrator)



Exhibit 2

City of San Diego
Description of Assessment District No. 4096 (Piper Ranch)®

(Update of Table 1 of Official Statement — as of December 31, 2008)

2008-09 Remaining

APN Net Acres Assessed Value Assessment Amount
646-240-49-00 6.65 $ 5,131,286 $ 475,904
646-240-50-00 5.25 6,442,991 375,714
646-240-51-00 6.63 8,170,425 474,473
646-240-52-00 0.88 1,284,060 63,282
646-240-53-00 1.04 1,498,424 74,787
646-240-54-00 1.03 1,273,448 74,068
646-240-55-00 0.88 1,236,306 63,282
646-240-56-00 1.78 2,694,406 128,001
646-240-57-00 1.19 2,035,702 85,574
646-240-58-00 1.19 1,896,604 85,574
646-240-59-00 2.20 2,592,529 158,204
646-240-60-00 2.20 2,721,871 158,204
646-240-61-00 1.06 1,723,400 76,226
646-240-62-00 1.06 1,509,351 76,226
646-240-63-00 1.78 2,796,448 128,001
646-240-67-00 2.20 3,188,826 157,527
646-240-68-00 0.87 1,400,704 62,295
646-240-69-00 0.92 1,258,884 65,875
646-240-70-00 1.46 1,820,700 104,541
646-240-77-00 10.02 16,150,000 689,626
646-240-78-00 9.31 14,000,000 640,761
50.60 $ 80,826,365 $ 4,218,142

@ All data reflects parcel/lot line reconfigurations subsequent to issuance of the Official Statement.

Source: City of San Diego, Debt Management; San Diego County Assessor
NBS (Assessment Administrator)
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THE CIiTY oF SAN DIEGO

March 26, 2009

Citizens and Interested Parties,

The City of San Diego has faced significant financial challenges over the last several years
and has made a determined effort to improve its overall financial condition, as well as the
quality of its financial disclosures, including its financial statements, its internal controls and
its disclosure controls and procedures. A few of the City's achievements include (1) the
release of audited financial statements for fiscal years 2003-2008 within the last two years;
(2) the implementation of an annual five-year financial outlook as a prudent planning tool;
(3) the strengthening of the City’s General Fund reserves; (4) fully funding the Annual
Required Contribution (ARC) to the City’s pension system; (5) negotiating a new pension
plan for non-public safety employees hired on or after July 1, 2009; (6) participation in a
California Public Employees’ Retirement System (CALPERs) trust for pre-funding of post-
retirement healthcare benefits for retired City employees and (7) rating upgrades from the
national rating agencies, including, in the case of one agency, the reinstatement of the
City’s credit rating.

City management and the City’s Independent Budget Analyst have identified structural
budget deficits for the foreseeable future. These deficits, coupled with the deteriorating
local and national economy, have affected the City’s revenues, placing strain on the City’s
ability to fund all of its spending priorities. Areas of funding priorities include deferred
maintenance, retiree healthcare costs, self insurance claims, and various state and federal
regulatory requirements.

At the present time, the City is experiencing, as are other state and local governments
across the country, extraordinary conditions in both the equity and debt markets and
responding to revised negative economic forecasts for the local, national and world
economies. The City reviewed preliminary first quarter data and forecasted a General Fund
budget deficit of approximately $43 million for fiscal year 2009. The Mayor addressed the
projected deficit by presenting to City Council on November 12, 2008 a revised fiscal year
2009 budget proposal that reduced expenditures by $40.8 million and increased the
revenue budget for new revenues by $2.6 million. City Council adopted a Fiscal Year 2009
revised budget on December 9, 2008 that balanced the General Fund by including most of
the proposed expenditure reductions totaling $36.9 million. City Council added back $4.2
million in expenditures and funded these costs with one time revenues in Fiscal Year 2009.
The projected deficit was primarily the result of reduced revenues in the areas of sales tax,
property tax, transient occupancy tax, franchise fees, and interest earnings, as well as
higher expenditures in booking fees and property tax administrative fees paid to the
County. It also reflected approximately $8 million of projected expenditures in excess of
the adopted budget. The $43 million deficit represents roughly 3% of the General Fund.
Management continues to monitor the City’s revenues. Major revenues are trending lower
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since the budget revision in December 2008. Management will report on the expected year
end expenditures and revenues, and if needed, will report any necessary adjustments and
propose a revised fiscal year 2009 budget adjustment to City Council to maintain a balanced
budget in fiscal year 2009.

San Diego has no variable rate or auction rate debt outstanding. The City does not foresee
the need to issue additional debt or revenue anticipation notes to meet any General Fund
liquidity needs in fiscal year 2009. The City treasury holds approximately $2 billion that is
invested primarily in US Treasuries and agencies, and consistent with the City’s investment
policy, has sufficient liquidity to meet all currently foreseeable cash demands. The General
Fund reserves are currently approximately $71.5 million, which includes $55 million set
aside in an Emergency Reserve Fund that can be accessed by a two-thirds vote of City
Council.

Readers of these financial statements should pay particular attention to Notes 12, 13, 18,
and 22, concerning Pension Plans, Other Post Employment Benefits, Contingencies, and
Subsequent Events, respectively. The notes, along with the other financial and operational
data included in the City’'s CAFR, must be read in their entirety to obtain a complete
understanding of the City’s financial position as of June 30, 2008.

Our Underlying Fundamentals

The City has a diversified economy, with the principal employers being government, high-
tech industries, particularly biotech and telecommunications, and the tourism industry.
The City’s economic base is also anchored by higher education and major scientific research
institutions, including the University of California, San Diego, San Diego State University,
Scripps Research Institute, the Salk Institute for Biological Studies, and the San Diego
Supercomputer Center.

The San Diego area real estate Case - Shiller Home Price Index for the County of
market has been one of the hardest San Diedo

hit during the recent national decline g
in home prices. The Case-Shiller 30 -
Home Price Index for December

2008 shows the County of San Diego 250 |
(County) median home price is down
39.2% from its peak in November
2005. There were 19,577
foreclosures in San Diego County
during calendar year 2008. This is a
133% increase over calendar 2007
foreclosures totaling 8,417, which 100
was a significant increase when
compared to 2,065 foreclosures in 80 |
2006 and 559 in 2005. The total
number of housing units through 0 ; ; ; — ; ‘ ‘ ‘ ‘
December 2008 was 1,140,349, Dec- Jun- Dec- Jun- Dec- Jun- Dec- Jun- Dec- Jun- Dec-
which means foreclosures represent 03 04 04 05 05 06 06 07 07 08 08
approximately 1.72% of total units,

as compared to a .75% foreclosure

rate in 2007.
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The City’'s property tax revenue has
continued to grow over the last five
years, although at a decreasing rate. In
Fiscal Year 2008 General Fund property

City of San Diego
General Fund - Property Tax Revenue

$400 4 tax revenues were $384.3 million
§350 - compared to $361.1 million in Fiscal Year
$300 - 2007, representing a 6.4% growth.

0 $250 - However, due to the continued decline in
S $200 4 the housing market, the City has
= reduced property tax growth projections
$150 1 in the General Fund from 5.75% to 3.2%
$100 1 in the Fiscal Year 2009 Revised Budget
$50 1 to account for these economic

§ conditions, resulting in a revised budget

2004 2005 2006 2007 2008 of $396.6 million.
Fiscal Year

The impact of the deteriorating housing
market is widespread, affecting the construction sector, consumer spending on retail goods
and automobiles, home improvement purchases, and furnishings. Similarly, the City’'s
projected growth in sales tax revenue has been reduced from .75% to -5.2%. The City has
budgeted $216.2 million in General Fund sales tax revenue in fiscal year 2009 compared to
$235.6 million in actual sales tax revenue received into the General Fund during fiscal year
2008.

San Diego remains a top tourist
City of San Diego destination due to the region’s natural
Total Transient Occupancy TaxRevenue attractions; however, the tourism
industry did not escape the impact of
the deteriorating economy. The City is
projecting a decline in hotel tax receipts
(“Transient Occupancy Tax” or “TOT").
The City’s TOT rate is currently 10.5%
and is allocated according to the
Municipal Code. As such, the General
Fund receives 52% of these revenues to
be wused for general governmental
purposes, and the TOT fund receives
the remaining 48% for the purpose of
promoting the City as a tourism
destination. The General Fund portion
of TOT represents approximately 8% of
General Fund revenue. The fiscal year
2009 TOT revised budget is $156.9
2004 2005 2006 2007 2008 million, which represents an
Fiscal Year approximate 1.5% decline from fiscal
year 2008 actual revenues of $159.3
million. In calendar year 2008, San Diego had a 5.1% increase in TOT revenue over
calendar year 2007. According to the San Diego Convention & Visitors Bureau, in calendar
year 2008, a total of 31 million visitors spent approximately $7.9 billion in San Diego.
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Below is a chart of the unemployment rates for the past five years showing how the City has
historically compared to the County, State and the nation.

Annual Averaged rates January
Unemployment Rates 2004 2005 2006 2007 2008 2009
City 4.7% 4.3% 4.0% 4.6% 6.0% 8.6%
County 4.7% 4.3% 4.0% 4.6% 6.0% 8.6%
California 6.2% 5.4% 4.9% 5.4% 7.2% 10.6%
United States 5.5% 5.1% 4.6% 4.6% 5.8% 8.5%

Source: State of California Employment Development Department

Financial Health

The City’s total government-wide revenues, which are generated through a combination of
governmental and business-type activities, have increased over the past five years by
approximately 24%. This increase was primarily driven by the consistent growth, from
$2.156 billion to $2.672 billion, of general revenues such as property taxes and transient
occupancy taxes. The growth of these general revenues has declined recently and is not
projected to be as significant in Fiscal Year 2009. Over the last five years, the City's
expenditures have grown approximately 12%. These expenditures supported public services
and the significant fiscal obligations of the City, including funding of the City’s pension
system, post-employment healthcare benefits, and deferred maintenance.

Government-wide revenues have
consistently exceeded expenditures
over the past five years and this has
had a positive impact on the City’s
Total Net Assets, which have
increased by approximately $931
$600000 1 million since fiscal year 2004. Total
Net Assets (assets minus liabilities)
$500,000 are presented in three separate
components: (1) Net Assets Invested
$400,000 1 in Capital Assets, net of Related Debt,
(2) Restricted Net Assets, and (3)
$300,000 1 Unrestricted Net Assets. The increase
has been almost entirely in the
S200000 1 Invested in Capital Assets category;
however, because the City was not
able to access the public bond
markets between 2004 and 2008, a
large part of the City’'s capital
improvements have been funded from
cash. This resulted in a deficit in
Governmental Activities’ Unrestricted Net Assets from fiscal year 2004 through fiscal year
2007. The City has been able to improve the Governmental Activities’ Unrestricted Net
Asset balances from a negative $20 million in fiscal year 2007 to a positive $71 million in
fiscal year 2008, primarily due to reserve increases in the Redevelopment project area
funds and additional governmental land sales.

City of San Diego Government-Wide Unrestricted NetAssets
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Public safety is a primary government responsibility and the provision of public safety
services is the largest component of governmental expenses. During 2008, approximately
37% of total governmental activities expenses were for Public Safety. Spending on the
remaining functions is as follows: General Government and Support expenses were 20%;
Parks, Recreation, Culture and Leisure were 15%; Transportation expenses were 14%;
Neighborhood Services expenses were 6%; Debt Service Interest expense was 5%; and
lastly, Sanitation and Health expenses represented 3% of total governmental activities
expenses in fiscal year 2008.

The City’s unfunded pension liability
remains a significant obligation of the
City. The City has aggressively
confronted this deficit, fully funding
the City's ARC beginning in fiscal year
6/30/2005 $ 2,983,080 $ 1,452,937 67.25% 2006, as well as making significant

Pension Funding Progress (Thousands)

Actuarial Actuarial Value of
Valuation Date Assets

6/30/2006 3,981,932 1,000,768 79.92% additional payments in excess of the
6/30/2007 4,413,411 1,184,242 78.84% ARC into the pension fund. The June
6/30/2008 4,660,346 1,303,204 78.15% 30, 2008 valuation calculated the

unfunded pension liability to be
approximately $1.303 billion and the City’s net pension obligation has been reduced to $174
million from a high of $290 million (fiscal year 2005) on a government-wide basis.

Presently, the global financial markets are experiencing significant declines. The effects of
the market declines have been wide ranging and impact even the most diversified
investment portfolios. The San Diego City Employee Retirement System (SDCERS)
investment portfolio is no exception. At the request of the City, SDCERS has undertaken to
report monthly an estimated approximate actuarial value of plan assets. As of February 28,
2009 the portfolio had an estimated approximate actuarial asset value of $3.71 billion
(unaudited). Additionally, SDCERS has cautioned against directly comparing these monthly
estimates to the June 30, 2007 or June 30, 2008 asset valuations. Due to plan sponsor
contributions and benefit payments there are significant cash flows into and out of the fund,
the monthly valuations may not accurately reflect the performance of the portfolio.
However, for the benefit of the reader, SDCERS reported an actuarial valuation of assets of
$4.41 billion for fiscal year ended June 30, 2007 and $4.66 billion for June 30, 2008.

SDCERS employs a long-term investment strategy. The City’s ARC is determined using an
asset smoothing methodology and the actuarial asset values dampen the volatility in market
asset values that can occur due to fluctuations in market conditions. The ARC payment for
fiscal year 2010 has been determined by the SDCERS actuary to be $154.2 million. A
decline in the fair value of SDCERS’ plan assets by June 30, 2009 (the date of the actuarial
valuation which will determine the ARC payment for fiscal year 2011) will have the effect of
increasing the ARC using the assumptions employed by SDCERS. The City has been
monitoring the decline in the market value of the pension assets and its projected effect on
the future ARC and the funding ratio of the pension system. As of the issuance of this
report, management is posting information on the City’s investor website that includes a
monthly market value of plan assets, and in addition, makes several assumptions to gauge
the potential effect on the ARC and the funded ratio. This information can be viewed at
http://www.sandiego.gov/investorinformation.
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Retiree Healthcare Liabilities (Thousands In fiscal year 2008, Governmental
Full Funding Accounting Standards Board Statement
Valuation Method 45 (“GASB 45"), went into effect
fiscal year (7.75% requiring all municipal governments to
onded  Eamings  Parial Funding AR R

. | retir r |
6/0/2008 Assumption) (blended) manner similar to reporting on pension
Acuiarial Accrued benefits. The City’s actuarial valuation
Liability $ 1,061,171 $ 1,235,707 for retiree healthcare costs estimated an

Annual Required unfunded actuarial accrued liability of
Contributon 98,568 113426 ¢1.206 billion as of June 30, 2008. The
City is participating in a trust administered by CalPERS to begin advance-funding this
liability and, to date, has contributed $54 million to the CalPERS trust. The fair value of
these assets as of December 31, 2008 was $39 million. The City is not currently fully
funding the ARC for retiree healthcare, which is estimated to be $113 million for fiscal year
2010. The amount projected to be budgeted for fiscal year 2010 is $57.1 million, of which
$32.1 million will fund the pay-go portion and $25 million will be transferred to the CalPERS
trust.

Governmental Funds
(Tax Supported Operations) Quick Ratio

The City established a Reserve Policy in Govermental Activitie