REPORT NO: 17-01
OTAY MESA ENHANCED INFRASTRUCTURE FINANCING DISTRICT
PUBLIC FINANCING AUTHORITY
Meeting of July 24, 2017

DATE ISSUED: July 13, 2017
SUBJECT: Adoption of an Infrastructure Financing Plan (IFP) and formation of the Otay
Mesa Enhanced Infrastructure Financing District (Otay Mesa EIFD) to provide supplemental
funding for the Otay Mesa Public Facilities Financing Plan (PFFP).
CONTACT/PHONE NUMBER:
Elizabeth Kelly, Debt Management Dept., 619-236-6932
Richard Eyre, Debt Management Dept., 619-236-6899
STAFF RECOMMENDATION: Approve the proposed resolution.
DESCRIPTIVE SUMMARY OF ITEM: The actions contained in the proposed Otay Mesa EIFD
Public Financing Authority (PFA) resolution would approve the Otay Mesa EIFD IFP and form
the Otay Mesa EIFD. These actions will be considered in conjunction with a Noticed Public
Hearing to be held on July 24, 2017.
BACKGROUND: Reference is made to the Report to the PFA, dated April 25, 2017 and issued
for the May 1, 2017 PFA Meeting, which provides a description of the legislative actions and
other processes leading to the July 24, 2017 Public Hearing. Most recently, the City Council
of the City of San Diego took action on June 26, 2017 to adopt the IFP, and thereby allocate to
the Otay Mesa EIFD 50% of City property tax increment revenue (TI) generated within the
boundaries of the proposed Otay Mesa EIFD through June 30, 2022, and 100% thereafter over
the 45 year life of the Otay Mesa EIFD.
DISCUSSION: The proposed actions will be considered following a noticed public hearing
regarding the IFP and formation of the Otay Mesa EIFD, at which all interested persons will
be given an opportunity to appear and be heard. As required by law, notice of the public
hearing, including its location, date, and time, was provided through the mailing of City
Council’s adopted Resolution of Intention to form the Otay Mesa EIFD (R-310937 and R310971) to all property owners in the boundaries of the Otay Mesa EIFD and affected taxing
entities, and the mailing of the draft IFP and required California Environmental Quality Act
(CEQA) document, as directed by the PFA at its May 1, 2017 meeting, to all property owners,
affected taxing entities, the City Council, the Planning Commission, and PFA. As further
required by law, notice of the public hearing was published for four successive weeks in the
San Diego Daily Transcript.
At any time prior to the public hearing, written comments on, or objections to, the proposed
IFP, or the regularity of any prior proceedings related to the formation of Otay Mesa EIFD
could be filed by members of the community with the City Clerk. After the public hearing,
the proposed actions may be taken as described in more detail below.
1.

Approval of the Otay Mesa EIFD IFP
The draft IFP accompanying this item is substantively the same as submitted to the
PFA in connection with the May 1 PFA meeting, except for a revision to the factor
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used to calculate the in-lieu vehicle license fee portion of property tax revenue. This
change results in a projected increase of $3 million to be received by the Otay Mesa
EIFD over its 45 year term. The draft IFP was approved by the City Council on June
26, 2017, as required by law because the City is allocating TI to the Otay Mesa EIFD. A
copy of the City Council’s resolution approving the IFP is included as Attachment 1.
Key components of the IFP include:
(a.)

a map and legal description of the boundaries of the Otay Mesa EIFD, which
are coterminous with the Otay Mesa Community Plan area;

(b.)

a description of the public facilities to be financed with assistance from the
Otay Mesa EIFD, which are the public facilities contained in the PFFP not yet
constructed;

(c.)

the term of the Otay Mesa EIFD, which will end 45 years after formation;

(d.)

specification of the commitment of 50% of the City’s TI generated within the
boundaries of the Otay Mesa EIFD through Fiscal Year 2022, and 100%
thereafter for the term of the Otay Mesa EIFD;

(e.)

tax increment projections over the life of the Otay Mesa EIFD ranging from
$670,000 in Fiscal Year 2019 to $42 million in Fiscal Year 2062, for a total of
$970 million projected over the life of the Otay Mesa EIFD;

(f.)

a $1.1 billion limit on the total amount of City TI that may be allocated to the
Otay Mesa EIFD over its life;

(g.)

a plan for financing the public improvements, which includes a combination
of cash funding and bond issuances supported by TI, assuming a successful
bond authorization election;

(h.)

a fiscal impact analysis of the costs to provide City services and the revenue
generated with respect to the area being developed, and addressing why a
separate fiscal impact analysis is not included for agencies not allocating TI to
the Otay Mesa EIFD, which is because the facilities to be financed by the Otay
Mesa EIFD are the same as currently planned.

Also following the public hearing, the PFA may modify the IFP to reduce the size or cost of
proposed facilities identified in the IFP, reduce the amount of proposed debt, or reduce the
portion, amount or duration of the TI allocations.
2. Formation of the Otay Mesa EIFD
After conducting the public hearing and approving the IFP, the Otay Mesa EIFD may
be formed. Once the Otay Mesa EIFD is formed, TI received by the Otay Mesa EIFD
(beginning in Fiscal Year 2019) can be used to cash fund projects. Staff will take
necessary filing actions with the County and State to effectuate the allocation of TI to
the Otay Mesa EIFD.
As described above, the required CEQA document was mailed with the IFP to all property
owners, affected taxing entities, the City Council, the Planning Commission, and PFA.
Prepared by the City Planning Department, the CEQA document (included with the docketed
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materials) states the IFP is consistent with the Otay Mesa Community Plan Environmental
Impact Report (Project No. 30330/304032 SCH No. 2004651076) (EIR) certified by the Council
in Resolution R-308809, effective March 25, 2014. The EIR was prepared in compliance with
Title 14 California Code of Regulations section 15168. Consistent with best practices
suggested by Title 14 California Code of Regulations section 15168, a Title 14 California Code
of Regulations section 15162 Evaluation (“Evaluation”) was prepared to evaluate the
consistency of the IFP with the program approved pursuant to the EIR. The Evaluation
concluded that the environmental effects of the IFP were covered in the EIR, the IFP is
within the scope of the program approved pursuant to the EIR, the EIR adequately describes
the public facilities identified in the IFP for the purposes of the California Environmental
Quality Act (California Public Resources Code sections 21000, et seq.) (CEQA), none of the
conditions listed in Title 14 California Code of Regulations section 15162 exist, and no further
environmental documentation is required under CEQA for approval of the IFP.
A successful bond authorization election, with approval by 55% of registered voters (residing
in the Otay Mesa EIFD boundary) voting in the election, is required for the Otay Mesa EIFD to
leverage its TI through the issuance of bonds. Based on projections of the Otay Mesa EIFD TI
capacity in the IFP, the first issuance of bonds is expected to occur around 2021. An
aggregate bond authorization election can be conducted to provide authority for multiple
bond issuances over the life of the Otay Mesa EIFD. The proposed bond election will be
programmed to occur in November 2018 as part of the general election ballot. Following
establishment of the Otay Mesa EIFD, and closer to the November 2018 general election,
ballot materials and a bond election authorization action will be prepared for consideration
by the PFA.
A Memorandum of Understanding (MOU) between the City and Otay Mesa EIFD is being
developed to establish a process for the Otay Mesa EIFD to approve and allocate funding to
public infrastructure identified in the IFP, which will be constructed by the City or by private
entities pursuant to reimbursement agreements with the City, and for the City to provide
staff resources for the operation of the Otay Mesa EIFD. Key provisions of the MOU will
include annual infrastructure program funding allocations and approvals consistent with the
City’s capital budgeting process with PFA authorization of Otay Mesa EIFD funding of
specific IFP projects, City staffing support for the Otay Mesa EIFD, and capital program and
financial reporting.
CONCLUSION: It is recommended that the PFA approve the resolution to adopt the IFP and
form the Otay Mesa EIFD.
Respectfully submitted,

signature on file
Lakshmi Kommi
Debt Management Director
City of San Diego

signature on file
Tom Tomlinson
Assistant Director, Planning Department
City of San Diego

Attachment:
Attachment 1: City Council Resolution to approve the Otay Mesa IFP (R-311204)

