Dear Neighbors,

More questions have been coming in about the Notice for the Capital Improvement Portion of the Assessment.  Andrew Perry and Bernie Benson have been fielding many of these questions.  The following information should answer most of your questions:

1.  How much will I be paying for the Medians?

Residents will initially pay about $75 per year, which consists of two components: the capital improvement portion (about $45-$46), which you can prepay now, and the maintenance portion (about $30), which you cannot prepay and which will be levied in perpetuity.  Until July 22, 2011, there is an option to prepay the capital improvement portion by paying $448 up front. 

2.  How should I determine whether it makes sense for me to pay the lump sum now?

To determine whether it makes sense you should consider that the present value of $45 received at the end of each year for 30 years at 9% interest is $462.  So if you can borrow money at less than 9%, or expect to earn less than 9% per annum on your spare cash, and you expect to live in your home for the next 30 years, it may make sense for you to pay the capital improvement portion up front. 

3.  What will the interest rate on the bond be?

The interest rate will be determined when the bond underwriter goes to market with the bond offering.  That will occur several months from now.  While we currently estimate the interest rate will be in the realm of 7% per annum, that is just an estimate, and the final rate will be determined by the condition of the municipal bond market at the time we price the bonds, which is impossible to predict with certainty. 
4.  If one does not chose to pay up front now, does one have the option to prepay at some later date, and if so what is the discount rate? 

There will be the ability to pay off the capital improvement portion of your assessment after the bonds are sold.  However, the prepayment amount will be higher because the prepayment will need to include a premium to cover the proportionate cost of redeeming bonds, plus administrative costs related to the prepayment. 

5.  Since the notices only just arrived regarding the pre-payment option, can the City extend the time to pay it?  

No.  The prepayment deadline was set at July 22 because the City needs to finalize the list of assessments in order to submit it to the County Assessor’s office by its deadline of July 28 in order to place the assessments on the property tax rolls for 2011-12. 

6.  What happens if some people refuse to pay?  

The assessments will be charged as a line item on your property tax bill, so it will not be possible to refuse to pay the assessment without causing a delinquency on property taxes.  If one owner is delinquent in paying his or her assessments/property taxes, it will not affect or cause an increased assessment on any other owners.  

7.  If others refuse to pay and we prepay, will we later learn that was foolish?

No.  One owner’s failure to pay will not affect any other owners or their obligation to pay their property taxes/assessments. 
8. Can you please let me know if the maintenance cost (which they say will be "in perpetuity") can go up?  

Yes.  The engineer’s report permits the City to increase the assessments by the greater of CPI or 3%. 

9.  Is there a limit how much the maintenance costs can rise?  Who regulates and determines that?  

Yes.  The engineer’s report permits the City to increase the assessments by the greater of CPI or 3%, but no more. 

10.  If you elect to not prepay the bonded portion and sell your house before it is paid off, does it get included in the property taxes for the new owners? 

Yes.  The assessment is not your personal obligation, but rather an obligation of your property that runs with the property to all future owners.  The new owner will carry the assessment.
11. Can I pay the one-time amount by credit card? If so, who do I contact?
Yes, we just made arrangement. Please have your credit card ready with the following information: Property owner name, address, phone number, parcel number, and the amount you received on your notice to pay prepay for the capital Improvement.

Please call Public Works Department at 415-485-3355
