AGENDA

CITY OF SEASIDE REGULAR MEETING
CITY COUNCIL COUNCIL CHAMBER
440 Harcourt Avenue
Thursday, September 6, 2018
7:00 PM

PLEASE TURN OFF YOUR CELL PHONES UPON ENTERING THE MEETING

1. CALL TO ORDER
2. ROLL CALL — ESTABLISHMENT OF QUORUM
Ralph Rubio Mayor
Dennis Alexander Council Member
Jason Campbell Council Member
David R. Pacheco Council Member
Kayla Jones Council Member
3. INVOCATION AND PLEDGE OF ALLEGIANCE
4. REVIEW OF AGENDA

If there are any items that arose after the 72-hour posting deadline, this is the point in the meeting
where a vote may be taken to add the item to the agenda. (A 2/3-majority vote is required).

5. PUBLIC COMMENT

Members of the public wishing to address the City Council on matters within the jurisdiction of the
City of Seaside, but not on this agenda, may do so during the Public Comment period for up to
three minutes. Public Comments on specific agenda items are heard under that item. For the
public record, please state your name.

6. PUBLIC AGENCY COMMUNICATIONS

This is a time specifically set aside for representatives of public agencies to make brief comments
of general interest to the City Council and the community.

7. PRESENTATIONS

A. PROCLAMATION DECLARING SEPTEMBER AS CHILDHOOD CANCER
AWARENESS MONTH IN THE CITY OF SEASIDE

B. PRESENTATION OF THE AUGUST 2018 HOUSE OF THE MONTH
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C. PRESENTATION BY THE SEASIDE POLICE DEPARTMENT TO RECOGNIZE
RECENTLY RETIRED OFFICER DEXTER JOHNSON FOR HIS
CONTRIBUTIONS TO THE SEASIDE POLICE DEPARTMENT

D. PRESENTATION FROM THE MONTEREY WATER MANAGEMENT
DISTRICT REGARDING A 2018 ELECTION BALLOT INITIATIVE
MONTEREY PENINSULA WATER SYSTEM LOCAL OWNERSHIP AND COST
SAVING INITIATIVE

E. RECEIVE PRESENTATION FROM MONTEREY COUNTY CONVENTION AND
VISITORS BUREAU REGARDING MONTEREY COUNTY TOURISM
IMPROVEMENT DISTRICT (MCTID)

F. FOURTH OF JULY JOINT PUBLIC SAFETY AFTER ACTION FIREWORKS
REPORT

8. CONSENT CALENDAR
The Consent Calendar includes routine items that can be approved with a single motion and vote.
A member of the City Council or a member of the public may request that any time be pulled from
the Consent Calendar for separate consideration.

A. APPROVE MINUTES OF AUGUST 16, 2018

RECOMMENDATION: It is recommended that the minutes be reviewed and approved.

B. APPROVE AND FILE CITY CHECKS

PURPOSE & RECOMMENDATION: It is requested that the City Council approve and
file the accounts payable and wired payments made during the period of August 4, 2018
through August 24, 2018. In addition, approval of the payroll and benefits checks, direct
deposits and wired payments related to the period of August 16, 2018 is requested. Total
Accounts Payable and Payroll for the above referenced period is $1,941,862.97.

C. APPROVAL OF A RESOLUTION ADOPTING REVISED RESERVE
FIREFIGHTER POLICIES AND PROCEDURES AND ASSOCIATED STIPENDS

PURPOSE & RECOMMENDATION: It is proposed and recommended that the City
Council approve a Resolution adopting the revised Reserve Firefighter Program and
associated stipends.

City Council Regular Meeting
September 6, 2018 7:00 PM
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D. APPROVE RESPONSE TO GRAND JURY REPORT ON HOMELESSNESS

PURPOSE & RECOMMENDATION: To approve the prepared response as mandated
by the Grand Jury Report on Homelessness and direct staff to submit the response to the
County of Monterey Grant Jury.

E. APPROVE A RESOLUTION AUTHORIZING THE PURCHASE OF TWO
POLICE DETECTIVE VEHICLES FOR A NOT TO EXCEED COST OF
$52,354.89

PURPOSE & RECOMMENDATION: That the City Council approve the purchase of
two vehicles for Seaside Police detectives with all the necessary aftermarket equipment at
a cost not to exceed $52,354.89.

9. RECESS TO CITY COUNCIL/CITY FINANCE AUTHORITY JOINT SPECTAL
MEETING

10. PUBLIC HEARING FOR JOINT SPECIAL MEETING

City Council Regular Meeting
September 6, 2018 7:00 PM
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A. A JOINT PUBLIC HEARING OF THE CITY COUNCIL AND THE FINANCING
AUTHORITY ON THE PROPOSED ISSUANCE OF BONDS BY THE
FINANCING AUTHORITY TO ASSIST THE CITY IN FINANCING THE COSTS
OF THE CUTINO PARK IMPROVEMENT PROJECT

AND

ADOPTION BY THE CITY COUNCIL OF A RESOLUTION MAKING A
FINDING OF SIGNIFICANT PUBLIC BENEFIT IN CONNECTION WITH THE
SALE AND ISSUANCE OF CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY LEASE REVENUE BONDS (CUTINO PARK IMPROVEMENT
PROJECT), SERIES 2018, APPROVING AS TO FORM AND AUTHORIZING
THE EXECUTION AND DELIVERY OF CERTAIN DOCUMENTS IN
CONNECTION WITH THE SALE AND ISSUANCE OF SAID BONDS., AND
AUTHORIZING RELATED MATTERS

AND

ADOPTION BY THE FINANCING AUTHORITY OF A RESOLUTION
ACKNOWLEDGING A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN
CONNECTION WITH THE ISSUANCE OF ITS LEASE REVENUE BONDS
(CUTINO PARK IMPROVEMENT PROJECT), SERIES 2018; AUTHORIZING
THE SALE, ISSUANCE AND DELIVERY OF SAID BONDS; APPROVING AS TO
FORM AND AUTHORIZING THE EXECUTION AND DELIVERY OF CERTAIN
DOCUMENTS IN CONNECTION THEREWITH; AND AUTHORIZING
RELATED MATTERS

PURPOSE & RECOMMENDATION: Approval by the City Council and the Financing
Authority of the respective resolutions would authorize the issuance of Lease Revenue
Bonds by the Financing Authority in an estimated amount of $5.4 million, subject to
limiting parameters contained in the resolutions, to assist the City in financing the costs of
the Cutino Park Improvement Project in accordance with the design plans previously
approved by the City Council on July 5, 2018, as well as authorize the execution of
financing documents for the bonds. It is recommended that the City Council and the
Financing Authority adopt the proposed resolutions after holding a joint public hearing.

City Council Regular Meeting
September 6, 2018 7:00 PM
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B. A JOINT PUBLIC HEARING OF THE CITY COUNCIL AND THE FINANCING
AUTHORITY ON THE PROPOSED ISSUANCE OF BONDS BY THE
FINANCING AUTHORITY TO ASSIST THE CITY IN FINANCING THE COSTS
OF CERTAIN PUBLIC ROAD AND STREET IMPROVEMENTS ELIGIBLE FOR
MEASURE X SALES TAX FUNDING

AND

ADOPTION BY THE CITY COUNCIL OF A RESOLUTION MAKING A
FINDING OF SIGNIFICANT PUBLIC BENEFIT IN CONNECTION WITH THE
SALE AND ISSUANCE OF CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY LEASE REVENUE BONDS (MEASURE X ROAD
IMPROVEMENTS), ISSUE OF 2018, APPROVING AS TO FORM AND
AUTHORIZING THE EXECUTION AND DELIVERY OF CERTAIN
DOCUMENTS IN CONNECTION WITH THE SALE AND ISSUANCE OF SAID
BONDS., AND AUTHORIZING RELATED MATTERS

AND

ADOPTION BY THE FINANCING AUTHORITY OF A RESOLUTION
ACKNOWLEDGING A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN
CONNECTION WITH THE ISSUANCE OF ITS LEASE REVENUE BONDS
(MEASURE X ROAD IMPROVEMENTS), ISSUE OF 2018; AUTHORIZING THE
SALE, ISSUANCE AND DELIVERY OF SAID BONDS: APPROVING AS TO
FORM AND AUTHORIZING THE EXECUTION AND DELIVERY OF CERTAIN
DOCUMENTS IN CONNECTION THEREWITH: AND AUTHORIZING
RELATED MATTERS

PURPOSE & RECOMMENDATION: Approval by the City Council and the Financing
Authority of the respective resolutions would authorize the issuance of Lease Revenue
Bonds by the Financing Authority in an estimated amount of $11.3 million, subject to
limiting parameters contained in the resolutions, to assist the City in financing the costs of
road improvements authorized for funding, directly or through the issuance of bonds, from
the county-wide Measure X sales tax approved by the voters at the November 8, 2016
election, as well as authorize the execution of financing documents for the bonds. It is
recommended that the City Council and the Financing Authority adopt the proposed
resolutions after holding a joint public hearing.

11. ADJOURN JOINT SPECTAL MEETING AND RECONVENE CITY COUNCIL
REGULAR MEETING

12. PUBLIC HEARING

City Council Regular Meeting
September 6, 2018 7:00 PM
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A. ADOPTION OF AN ORDINANCE FOR TEXT AMENDMENTS TO THE WEST
BROADWAY URBAN VILLAGE SPECIFIC PLAN AND THE SPECIFIC PLAN
DEVELOPMENT STANDARDS USER GUIDE (SECOND READING - ROLL
CALL VOTE).

PURPOSE & RECOMMENDATION: The purpose of this item is for the City Council
to adopt the proposed text amendments to the West Broadway Urban Village Specific
Plan and the Specific Plan Development Standards User Guide. It is recommended that the
City Council adopt the proposed text amendments in accordance with the Ordinance
provided as Attachment 1 to the staff report.

13. BUSINESS ITEMS

A. RECEIVE REPORT, DISCUSS AND PROVIDE DIRECTION ON SEASIDE
POLICE DEPARTMENT SCHOOL RESOURCE OFFICER PROGRAM

PURPOSE & RECOMMENDATION: Receive report, discuss and provide direction on
Seaside Police Department School Resource Officer program.

14. MAYOR, CITY COUNCIL, CITY MANAGER AND CITY ATTORNEY
COMMENTS AND REPORTS ON COMMITTEE ASSIGNMENTS
This is a time specifically set aside for members of the City Council, the City Manager and City
Attorney to make brief comments of general interest to the community, make requests that items be
added to future City Council meeting agendas as necessary and report on committee assignments.

15. ADJOURNMENT

Next Regularly Scheduled Meeting:
September 20, 2018
7:00 PM

The City of Seaside is committed to providing accessible facilities and accommodating people with disabilities in all of its
services programs and activities. If special considerations are needed by any person to fully participate in this meeting,
they are asked to contact the City Clerk at 899-6707 no fewer than two business days prior to the meeting to allow
reasonable arrangements. The City Council chamber is equipped with a portable microphone and assisted listening devices
are available at all meetings. City Council Meetings that are held in the City Council Chambers are broadcast live to all
Seaside residents on Comcast Channel 25 and U-verse Channel 99. Meetings are also available through live streaming at:
http://cvp.telvue.com/player?id=T01629&video=52314&noplaylistskin=1&width=400&height=300
Videos of past meetings are available on demand through the City's website: http:/www.ci.seaside.ca.us

Agenda-related writings or documents provided during public meetings are available for public inspection during the
meeting or from the office of the City Clerk. This agenda is posted in compliance with California Government Code
Section 54954.2(a) or Section 54956.

City Council Regular Meeting
September 6, 2018 7:00 PM
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City of Seaside
PROCLAMATION

Honoring Jacob’s Heart Children’s Cancer Support Services and
Declaring September as Childhood Cancer Awareness Month

WHEREAS, the character of our community is revealed in how we treat our most vulnerable; and
WHEREAS, each year, I in 285 children in our community are diagnosed with cancer, and

WHEREAS, cancer remains the leading cause of death by disease among children, more than
asthma, diabetes, cystic fibrosis, congenital anomalies, and AIDS combined; and

WHEREAS, families of children with cancer in the City of Seaside receive essential services from
Jacob’s Heart Children’s Cancer Support Services, a local organization that has gained national awards and

recognition for improving the quality of life for hundreds of local children with cancer and thousands of family
members; and

WHEREAS, Jacob’s Heart holds the memories and honors legacies of hundreds of children from our
local community who have been lost to cancer, ensuring that their precious memories will never be forgotten; and

WHEREAS, the oncology department at Lucile Packard Children’s Hospital at Stanford has worked
closely with Jacob’s Heart for the past 20 years as a trusted community partner in providing family-centered care
that addresses the emotional, practical and financial struggles of families of children with cancer in Seaside; and

WHEREAS, it is important for all Seaside residents to recognize the impact of pediatric cancer on

families within our community and honor the lives of children in our community whose lives have been cut short
by cancer.

NOW THEREFORE, BE IT PROCLAIMED, that I, The Honorable Ralph Rubio, Mayor of the City
of Seaside, California, on behalf of the City Council do hereby declare September as Childhood Cancer
Awareness Month in the City of Seaside and do hereby honor Jacob’s Heart Children’s Cancer Support
Services for 20 years of outstanding support to our community and acknowledge the organization’s
contributions to Childhood Cancer Awareness Month, honoring children with cancer in our community.

Ralph Rubio, Mayor

September 6, 2018
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MONTEREY PENINSULA

MANAGEMENT DISTRICT

Water
Directions: -
Where are We W m B s
Going and When do F Q="

We Get There? - o

September 2018

Packet Page 9



(

\ N/

~

CPUC Schedule

A I N A

August 13 Proposed Decision Issued

Oral Arguments

| I—

Written Comments submitted
September 4

September 13 First Chance for CPUC to adopt Decision

September 27 Last Chance for CPUC to adopt Decision

September 28 or so CPUC files Notice of Determination (NOD)

September 30 State Water Board milestone — Issuance of CPCN

30 Days from NOD CEQA lawsuit filing period closes
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* If it passes, within 9 months perform a feasibility study and a
plan

* If and when feasible, secure and maintain public ownership of all

vater infrastructure in our territory

iate or use eminent domain
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y allot Title, Analysis, and Arguments -/

* District drafted ballot title in June; Disputed in court August 29

* Ballot title changed: “The Monterey Peninsula Water System
Local Ownership anrdg-€oest-Savings Feasibility Study Initiative”

Impartial Analysis drafted by County Counsel

ents For/Against and Rebuttals drafted by prog
lly by citizens
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* Eminent domain requires 2 trips to the
courts: 1) bench trial to show public
necessity, 2) jury trial on value.

e What is “feasible”?

* Quality of data

lethod of valuation
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—

MPWS OWN

* Known course within 6-9 months * Feasibility not known until 9 mo
e Cal-Am obliged to meet * Eminent domain could take 4-5
milestones years
'
* Would likely be complete before * Unlikely to stop MPWSP

eminent domain resolved
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MPWSP hinges on legal proceedings

PWN Initiative doesn’t directly affect MPWSP

* Eminent domain is lengthy and has many wrinkles

Questions?




CITY OF SEASIDE Item No.: 7.F.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Abdul Pridgen, Police Chief

Judy Veloz, Deputy Chief
Dan Meewis, Recreation Superintendent

DATE: September 6, 2018

SUBJECT: FOURTH OF JULY JOINT PUBLIC SAFETY AFTER
ACTION FIREWORKS REPORT

PURPOSE & RECOMMENDATION

The purpose of this item is to provide City Council with a detailed report of the fireworks
operation/event from July 4, 2018.

BACKGROUND

BACKGROUND

The Seaside Police Department, in partnership with the Seaside Fire Department, formulated an
operations plan for illegal firework suppression beginning in May and continuing through July
of 2018. The operations plan included an enforcement plan, and an extensive public outreach
campaign developed with the assistance of the City Clerk’s Office. The following report serves
as an After Action Report regarding 2018 fireworks activity. Included in this report is an
accounting of surcharge funds collected and expenditures by each department. Also included in
this report is an accounting of expenditures for the City Sponsored Community Fireworks
Event.

FIRE DEPARTMENT

Safe and Sane fireworks went on sale on July 28thand concluded July 5th; all fireworks booths
were inspected by the Fire Department and periodically checked for compliance throughout the
week; all remained in compliance and no violations were issued. During the period Safe and
Sane fireworks were on sale, the fire department responded on 70 calls for service.

On the Fourth of July the fire department staffed two additional engine companies for twenty-
four hours, one for illegal fireworks enforcement and the other for the fireworks show. In
addition, two of our Unmanned Aerial Vehicle pilots worked with police officers to issue
citations for those using illegal fireworks. One Division Chief was assigned as incident
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Meeting Date: September 6, 2018

commander at the fireworks show command post.The department responded on 5 calls for
service on July 4thwith 2 fire calls related to fireworks activity, both were dumpster/trash fires;
there were no structure fires in Seaside on the 4thof July or the days surrounding the 4th.

Year Calls For Service June 28— July5
2016 59
2017 67
2018 70
PUBLIC WORKS

Thursday July 5th,three Public Works staff reported to work at 4:00 am on overtime to clean the
Laguna Grande Parking Authority Lot prior to the businesses opening and also cleaned around
Robert's Lake and Laguna Grande Park before kids arrived to play at the park. During the nine-
hour work day, four staff continued cleaning the City street-by-street of any fireworks not
disposed of on the 4th by residents. The Sweeper Operator spent the day spot cleaning around
the city with the street sweeper.

POLICE DEPARTMENT

As in years past, the City of Seaside authorized legal “Safe and Sane” fireworks to be used
within the city limits. Illegal fireworks were and have always been prohibited. Each year the
City of Seaside experiences a high volume of illegal firework activity that is widely spread
throughout the entire city.

This year the police department implemented enforcement tactics which had not been used in
previous years. This included officers using drones to obtain drone video of firework violations,
and the issuance of administrative citations in accordance with Seaside City Ordinance 8.32.190.
Additionally the administrative fine was increased by the Seaside City Council on February 1,
2018 from $1000.00 to $2500.00.

In May, City staff distributed flyers, door hangers, mailers and posters warning of the
consequences for the possession or use of illegal fireworks. This information was sent via mail
to all residents, distributed to businesses, neighborhood and business watch groups, and added to
the City’s website. Also posted on the City’s website was information about the use of drones
for illegal firework enforcement, and the crime tip website which was available for the public to
report illegal firework related information. Additionally, a letter was mailed to Seaside property
owners warning that per Seaside City Ordinance 8.32.190, strict civil liability would be imposed
on owners for dangerous firework violations occurring on their residential real property.

During the last week of the school year, the School Resource Officer gave educational
presentations to students on safe practices for using safe and sane fireworks, the consequences
for using illegal fireworks, and how to report information to the police about illegal fireworks.

On June 20, 2018 Public Works placed electric sign boards at Fremont Blvd. at Kimball Ave.,
Canyon Del Rey Blvd. at Del Monte Blvd., and LaSalle Ave. at Fremont Blvd. The signs
warned of $2,500 fines for illegal firework possession, drone enforcement, and undercover
officers.

Item No. 7.F. Page 2 of 5
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Meeting Date: September 6, 2018

From June 29, 2018 through July 5th, 2018 the Police Department implemented special
enforcement teams on an overtime basis to patrol and enforce laws regarding the use of illegal
fireworks. Also during this time period non-sworn police department staff responded to firework
related tips on the crime tip website.

All police department staff was required to be on duty on July 4thfrom 4:00 p.m. to midnight.
The illegal firework activity diminished significantly after about 11:15 p.m. Several officers
worked past midnight to continue monitoring illegal firework activity. Firework enforcement
teams were required to:

e Respond to reports of illegal fireworks

e Provide close patrol of areas known for illegal firework detonations

e Issue administrative and criminal citations to identified individuals who possessed or
used illegal fireworks

e Confiscate illegal fireworks

Contact the Reporting Party whenever possible

Dispatched calls for service during the operation 167

Arrested 0

Administrative Citations: 26

Criminal Citations: 0

Fireworks collected as evidence: 16

Fireworks confiscated: Approx.80 lbs.

Calls For Service:

A comparison of all firework CFS for 2015,2016 and 2018 (2017 not available):

Fireworks CFS* 2015 2016 2018
July 2nd 17 18 10
July 34 24 15 16
July 4t 92 134 167
July 5th 23 20 24

On July 4, 2018 twenty six administrative citations were issued. Four of the citations were the
result of evidence from drone video. Administrative Appeal Hearings will be held in September.

RECREATION DEPARTMENT

The Recreation Department started the planning process for the 2018 Red, White, & Blues 4thof
July community event in the summer of 2017. This event required extensive planning, as it was
the first time the City held an event of this magnitude. It required forming a special committee
of city staff that included liaisons from each department. There was also coordination from
multiple outside agencies such as: The Bayonet Blackhorse Golf Course, Monterey County
Sheriff Office, California Highway Patrol, and The Presidio of Monterey Police Department.

The event required a lot of help from Public Works and Recreation staff about a week before the
event which included: Site prep, equipment drop off, and staging of equipment and activities.
The day of the event Recreation Staff arrived at the Golf Course at 6am to start with the set up

Item No. 7.F. Page 3 of 5
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Meeting Date: September 6, 2018

plan, and were followed by Public Works staff at 7am. Over the course of the morning staff
arrived in shifts to assist with the massive set up.

The event which was open to the public from 4pm-10pm featured live music from Tommy
Castro and the Pain Killers & Kaye Bohler. There was also a variety of family friendly activities
that included carnival games, bounce houses, rock wall, petting zoo & pony rides, face painting,
and other activities. There were also 22 vendors that sold food, crafts, or provided information
about their local organizations. The event concluded with a professional 25 minute sky concert
fireworks show that was put on by “Pyro Spectacular”.

Once the event concluded at 10pm Public Works & Recreation staff worked diligently to make
sure all aspect of the event were removed from the premises, so the golf course could re-open
the following day with no loss of time. Both teams of employees worked extremely hard
through the night, and completed the event clean up at about 1am on July 5th.

Although the event was a success, there are some areas of improvement. It is recommend that if
the City decides to hold another event that the following areas be addressed:

1. Parking and Traffic control (Possible fee for parking)

2. Increase the number of public restrooms

3. Solicit and obtain more food vendors (Increase vendor fee for this event)
4. Invite representatives from CSUMB to be a part of the planning process

FISCAL IMPACT

The below table depicts the following:

* Gross retail sales of Safe and Sane fireworks within the City and prior year comparisons

» Fireworks Surcharge of 7% (in accordance with the City of Seaside Municipal Code Chapter
8.32)

* Permit application fees

* Revenue received by the City of Seaside from the sale of Safe and Sane fireworks

The following expenses were incurred for the Illegal Firework Enforcement Operation:

Police Department:$18,018.65 (Overtime)

““$585.35 (Rental cars for undercover use)

Fire Department: $2,352.96(Overtime)

Fire Department: $3,784.30(Additional Engine Company)
Resource Management:$3,798.00 (Overtime + Equipment)
Illegal Firework Enforcement $28,539.26

The following expenses were incurred for the City Sponsored Community Firework Event:

Monterey County Sheriff$15,732.38
California Highway Patrol$5,212.80

Item No. 7.F. Page 4 of 5
Packet Page 21



Meeting Date: September 6, 2018

Fire Department$8,842.55

Resource Management$10,900.51

Recreation Department$13,822.64 Staff

Recreation Department $57,539.77 Services and Supplies
Total Cost Firework Community Event $112,050.65

2018 Fireworks Administrative Fines: $10,000.00 (Collected as of 8/30/2018)

2018 Fireworks Revenue:$15,917.91 (Surcharge only)
2018 Event Vendor Revenue:$1,288.50
2018 Total Revenue:$27,206.41

Net Cost to the General Fund $113,383.50

ATTACHMENTS

None

Reviewed for Submission to the
City Council by:

ol =

Craig Malin, City Manager

Item No. 7.F. Page 5 of 5
Packet Page 22



DRAFT MINUTES

CITY OF SEASIDE REGULAR MEETING
CITY COUNCIL COUNCIL CHAMBER
Thursday, August 16, 2018
7:00 PM

1. CALL TO ORDER

Mayor Rubio called the meeting to order at 7:12 PM.

2. ROLL CALL — ESTABLISHMENT OF QUORUM

PRESENT: Alexander, Campbell, Jones, Pacheco, Rubio
ABSENT: None

3. INVOCATION AND PLEDGE OF ALLEGIANCE

The Invocation was led by Pastor Jean Jackson from Lighthouse Gospel Church.

4. REVIEW OF AGENDA

No changes were requested.

5. PUBLIC COMMENT

Mayor Rubio invited comments from the public.

Diane Cotton spoke in support of Measure J that requires the Water Management
District to investigate the feasibility of a public purchase of the water system assets
owned by Cal Am.

Becky Stoffer thanked the Council for the Pachetti Dog Park sign. She thanked the
Fire Department for being instrumental in the cleanup efforts, contest and
community participation. It is appreciated.

Buzz Stoffer echoed the previous speaker citing the Fire fighters are professionals in
emergencies and they support the community.

Mel Mason asked the Council to rescind the agreement ratified by the School
District regarding the School Resource Officer (SRO). He did not think it was
approved with transparency and he is opposed to having cops on campuses.

Alvin Edwards announced he is running for Water Management District Division 1.
He spoke in support of transparency and public ownership of water.

David Balch, attorney for the Christian Memorial Tabernacle (CMT) spoke to the
litigation and pending trial. He outlined the services provided by the church and a
solution to the services that will be needed if the church is evicted. He announced
that he spoke with City Attorney Freeman prior to the meeting and agreed that the
City and Mr. Bakewell will meet with the Church representatives Monday to try to
find a solution.

Bret Ryer spoke in support of CMT and the services that they are providing to those
with housing challenges. Please look at the historic landmark value. Please
reconsider keeping as an asset to the City.

Kenneth Murray, Pastor of Ocean View Baptist Church echoed Mr. Mason's
comments about the SRO contract and spoke in support of CMT and Mr. Gaskins.
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He spoke to the importance of churches to its members. If there can be more time for
resolution, the last place a church needs to be is in court, they are supposed to be
helping those in court.

e Roderick Gaskins spoke to issues of health and the efforts of the church to be civil
people and to the services CMT has provided to the community to address non-
religious issues such as Alcoholism.

¢ Fred Hammond requested the Council to reconsider the destruction for the church
and urged an amicable solution.

e Seven Goings believes the church is providing services in which the City should be,
therefore saving them money. Please look at the church as an asset.

e Regina Mason spoke to the buildings that were given under the McKinney act for
free buildings, but people of African ancestry received nothing. She hopes that there
is a solution to the situation with the church. She spoke to her candidacy for City
Council which she is running because there are many unrepresented in a culturally
incongruent way and they don't get their information in traditional western
communication systems. She also spoke against the SRO in school.

e Monica Map spoke against the SRO in schools.

e Lusk Jr spoke to the years of effort for development on Fort Ord and is happy that
it's finally happening. He indicated that as a community, we need to bend so that the
City can grow because all the surrounding communities are growing and so should
we.

e Joslyn Pearson spoke to the services provided by Pastor Gaskin and CMT. She
encouraged the Council to help save the church.

e Jessie Perez requested that the MOU be re-discussed with public input.

e Jimmy Welch indicated that there are votes in the church and spoke to and invited
everyone to attend a celebration in October at Del Monte Manor.

e Mr. Theone spoke to being a teacher in local schools since the 1970's and spoke
against having police officers in schools.

e Resident spoke to the Spanish speaking residents who were upset for not being
included or informed about the SRO Program implementation. They do think that
officers can be involved in at schools and community services, non-uniformed and
without a weapon. They threatened to protest at City hall if it is not rescinded.

e Peter Keiser encouraged those running for council seats to be pro-life and pro
traditional marriage. He spoke to issues that work in Israel schools where they had
undercover officers who protect students and suggested arming school staff
members saying gun free zones leave children with no one to protect them.

e Rose Hurley spoke to attending a Homeless Committee Meeting and to her attempt
to try to get into a low income place. If it's hard for her to get into a place, how can it
be easy for homeless to get housing?

e lan Oglesby we all agree that we don't want kids to be in danger in the school, which
1s the purpose of a SRO. He confirmed and spoke to the Discussion that the City
Council had when the budget was approved and although not robust, it was
discussed and spoke in support of a full discussion. He believes there is a way we
provide an SRO that is emotionally intelligent, friendly, community supportive.

Mayor Rubio thanked the community for their opinions and let them know the Council was
prohibited from commenting on the Church because it is in litigation but assured the public
that this is not a new issue. The public was informed that there would be a study session on
the School Resource Officer program during the September 6, 2018 City Council Meeting.

Thursday, August 16, 2018 — City Council Regular Meeting Page 2
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6. PUBLIC AGENCY COMMUNICATIONS
Economic Development Director Gloria Stearns announced the list of Upcoming Broadway
Events. Police Chief Pridgen invited the Council and the public to the Youth Empowerment
Forum.

7. PRESENTATIONS

A. RECOGNIZING RECORDS TECHNICIAN JEFF WILLIAMS AS THE FIRST
"SEMI-ANNUAL NON-SWORN POLICE PERSONNEL OF THE YEAR."

Police Chief Pridgen and Records Supervisor Cindy Garrett introduced and celebrated Jeff
Williams for his selection and his accomplishments.

B. PROCLAMATION RECOGNIZING MR. JAMES "AKIN" MILLER

Mayor Rubio recognized Mr. James "Akin" Miller for his contributions to the City of
Seaside and Steven Goings accepted the proclamation in his honor.

C. PRESENTATION FROM THE TRANSPORTATION AGENCY OF MONTEREY
COUNTY REGARDING THE PROPOSED NOVEMBER 2018 BALLOT MEASURE

Deputy Director Transportation Agency of Monterey County Todd Muck presented
regarding Measure X and SB 1 legislation that increased transportation funding. He spoke
to the transportation infrastructure needs in Monterey County and to the revenue generated
from Measure X for the first year of $26 million, of which Seaside received $929k. He
explained the progress that has been made toward improving infrastructure and that the
funding is at risk with Proposition 6 on the November ballot which would repeal SB1 funds
and require 2/3 vote for future transportation revenues. He clarified that in addition Seaside
would lose the ability to match Measure X funds for future projects. Next week the TAMC
Board will consider adopting official opposition to Proposition 6.

Council Member Pacheco questioned the impacts to the MST infrastructure and how it
would impact public ridership to which Mr. Muck confirmed that ridership would be
significantly impacted. Council Member Campbell clarified that if SB1 funds are repealed
the City would lose $1.4 million for street maintenance and city projects of which there is
an existing major backlog on street maintenance due to lack of funding for 20 years.

D. MARINA & SEASIDE SAFE ROUTES TO SCHOOLS PLANNING PROJECT

Amelia Conlen from Ecology Action provided a presentation regarding the Safe Routes to
Schools planning grant project with the goal to provide a safe routes to school plan for 15
public schools in Marina and Seaside which would include a list of barriers for walking and
biking to schools and updated school circulation plan and a prioritized list of projects to
make routes to improve access to each school. She invited the public and the Council to
participate during a public meeting on August 19th at Martin Luther King elementary
school.

E. ROAD PAVEMENT PROGRAM UPDATE

City Engineer Rick Riedl provided an update on the road pavement program recapping the
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pavement management study which calculated the cost to repair all streets, the necessary
ongoing maintenance costs and the ongoing available funding. He provided an update of the
pavement rehabilitation program and provided a demonstration of the hot patch truck in
action and the positive benefits it will have on the long term health of the City streets. Mr.
Riedl then addressed Council Member requests for consideration of paving Kimball avenue
from Fremont Blvd to Wheeler Street for a full reconstruction. The project considerations
would be $1.2 million, and additional project considerations include signal upgrades and
ADA improvements such as curb returns, sidewalks and storm drains.

Council Member Pacheco requested that staff return to Council with a two year financial
plan to repave that stretch of Kimball Avenue. City Manager Malin spoke to the new tax
base revenue projects that are coming online and thinks that this item would be more
appropriately discussed during the mid-year budget report. Mr. Pacheco agreed. Mr.
Pacheco also expressed frustration regarding Cal Am's paving schedule on Hilby Avenue
and requested staff follow up with the responsible party. He also requested a long range
repavement plan to which City Manager Malin indicated that it will be part of the long
range budget model for all city facilities discussed as part of the FORA fiscal analysis.

8. REPORTS FROM COUNCIL MEMBERS ON CITY FUNDED TRAINING

A. PRESENTATION FROM COUNCIL MEMBER JONES REGARDING YOUNG
ELECTED OFFICIALS ANNUAL CONVENING

Council Member Jones provided a presentation regarding the Young Elected Official (YEO
Network) convening from July 26th through the 29th.

9. CONSENT CALENDAR
Items D, F, H and K were pulled for discussion. Mayor Rubio invited comments on the
Consent agenda and had no requests to speak.
Council Member Campbell requested to adjust the June 28 minutes that the resolution be
updated to from 40 acres to 50 acres. The Council agreed to that modification.

On motion by Mayor Pro Tem Dennis Alexander and seconded by Council Member Dave
Pacheco and passed by the following vote the City Council approved the Consent Agenda
with the exception of items D, I, H and K and with the modification made to the June 28,

2018 minutes.
RESULT: Approved
Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:
Kayla Jones
NOES: None

A. APPROVE MINUTES OF AUGUST 2, 2018 AND REAPPROVE AMENDED
MINUTES OF JULY 10, 2018 AND JUNE 28, 2018

Action: Approved as amended.
B. APPROVE AND FILE CITY CHECKS

Action: Approved
C. APPROVE A MAYOR'S YOUTH FUND CONTRIBUTION REQUEST FROM
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ORCHESTRA IN THE SCHOOLS

Action: Approved

D. APPROVE MAYOR'S YOUTH FUND CONTRIBUTION REQUEST FROM
SEASIDE HIGH SCHOOL FOOTBALL TEAM

Mayor Pro Tem Alexander questioned how the grant would be used and what the
environmental component will be. The applicants commented that the funds would be used
to purchase new helmets. The first game will be September 1st at MPC.

On motion by Mayor Pro Tem Dennis Alexander and seconded by Council Member Dave
Pacheco and passed by the following vote the City Council Approved the item as

presented.
RESULT: Approved
) Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:
Kayla Jones
NOES: None

E. APPROVE COALITION OF SCHOLARSHIP ORGANIZATION’S REQUEST FOR
THE CITY TO CO-SPONSOR AND WAIVE FEES FOR USE OF THE LAGUNA
GRANDE HALL AT OLDEMEYER FOR A FORUM ON SCHOLARSHIP
OPPORTUNITIES FOR LOCAL HIGH SCHOOL SENIORS

Action: Approved

F. ADOPT A RESOLUTION APPROVING AN AMENDMENT TO THE
PROFESSIONAL SERVICES AGREEMENT WITH HARRIS & ASSOCIATES
INC. FOR CAMPUS TOWN DEVELOPMENT REVIEW AUTHORIZING THE
CONTRACT VALUE TO BE INCREASED BY THIRTY TWO THOUSAND TWO
HUNDRED AND EIGHTY DOLLARS ($32,280) TO BE REIMBURSED BY THE
DEVELOPER

Council Member Pacheco asked if Harris and Associates had completed the previously
approved work in the time approved and if the project is still on schedule to which staff
confirmed. Economic Development Director Overmeyer confirmed that the project is on
schedule and are planning to circulate the EIR in September. This item is a critical part of
staying on this schedule. On question staff confirmed that the cost of the contract will be
reimbursed by the developer.

Mayor Rubio invited comments from the public and had no requests to speak.

On motion by Council Member Dave Pacheco and seconded by Kayla Jones and passed by
the following vote the City Council passed Resolution 18-79 approving the amendment to
the contract.

RESULT: Approved

Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:

Kayla Jones
NOES: None

G. APPROVE A RESOLUTION AUTHORIZING THE CLOSURE OF BROADWAY
AVENUE FROM ALHAMBRA TO CALAVERAS STREETS FOR PARK(ING)DAY
ON SEPTEMBER 22, 2018

Thursday, August 16, 2018 — City Council Regular Meeting Page 5

Packet Page 27



Action: Approved Resolution 18-80

H. APPROVE A RESOLUTION AUTHORIZING THE CLOSURE OF THE 600
BLOCK OF BROADWAY ON FRIDAY OCTOBER 26 FROM 5-9PM FOR THE
ZOMBIE PROM EVENT.

Mayor Rubio invited comments from the public.

e Felix Bachofner said this was a great, diverse opportunity and spoke in support of
the event. He requested that in the future the City would directly notify the property
owners if the street is going to be closed.

Economic Development Director Stearns indicated that staff did notify the businesses and
that there was positive feedback.

On motion by Mayor Pro Tem Dennis Alexander and seconded by Kayla Jones and passed
by the following vote the City Council approved Resolution 17-81 approving the road

closure.
RESULT: Approved
Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:
Kayla Jones
NOES: None

I. ADOPT A RESOLUTION TO ACCEPT THE 2018 — 2020 CALIFORNIA
VIOLENCE INTERVENTION AND PREVENTION (CalVIP) GRANT TOTALING
$500,000.00 (FIVE HUNDRED THOUSAND DOLLARS.)

Action: Approved Resolution 18-82

J. APPROVE A RESOLUTION FOR THE PURCHASE OF MOBILE DATA
TERMINALS FOR THE FIRE DEPARTMENT IN THE AMOUNT OF $45.361.21
UTILIZING ASSISTANCE TO FIREFIGHTERS GRANT FUNDING WITH
$4.536.00 IN CITY MATCHING FUNDS.

Action: Approved Resolution 18-83

K. ADOPT A RESOLUTION TO AUTHORIZE THE CITY MANAGER TO EXECUTE
A USE PERMIT APPLICATION WITH SEQUOIA DEPLOYMENT TO PROCEED
WITH A REQUEST TO LOCATE AN UNMANNED TELECOMMUNICATION
FACILITY ON SOPER FIELD PARK LOCATED AT 220 COE.

Council Member Pacheco questioned the terms of the agreement to which City Attorney
Freeman clarified that this is not an agreement for use of the space but only authorization to
go through the permitting process because the City is the property owner. He assured the
Council that this will come back before them for approval. The Council questioned the
public noticing requirements to which Mr. Freeman confirmed that once the project
application has been filed, the City will issue the legally required public notices.

Mayor Rubio invited comments from the public.
e Sue Hawthorne questioned the difference between an unmanned telecom station and
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a cell tower. She asked if granting this application request start the beginning of a
slippery slope or is this application pro forma.

o Peter Keiser expressed severe disagreement with congressional rules that prohibit
the City’s right to deny cell towers, especially near schools and park locations.

e Francoise Avery agree with the previous speakers and spoke to past approvals and
requested the Council to figure out a way to deny any new cell towers in the city for
health reasons.

Mr. Freeman assured the Council and the public that this action does not grant a permit to
anyone and that this is consistent with the Municipal Code that requires that any carrier first
look at city property prior to private property. He spoke to the process of approval and
stated that the City code gives preference for telecom operations to locate on city property.

On motion by Mayor Pro Tem Dennis Alexander and seconded by Council Member Dave
Pacheco and passed by the following vote the City Council approved the item as
presented.

RESULT: Approved
Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:
Kayla Jones
NOES: None
PUBLIC HEARING

. INTRODUCTION OF AN ORDINANCE ADOPTING TEXT AMENDMENTS TO

THE WEST BROADWAY URBAN VILLAGE SPECIFIC PLAN AND THE
SPECIFIC PLAN DEVELOPMENT STANDARDS USER GUIDE; ALSO AN
INTRODUCTION OF A RESOLUTION ADOPTING AN ADDENDUM TO THE
WEST BROADWAY URBAN VILLAGE SPECIFIC PLAN FINAL
ENVIRONMENTAL IMPACT REPORT (FIRST READING - ROLL CALL VOTE).

Associate Planner Rocha explaining the proposed text amendments and addendum to the
EIR and spoke to the results of the Planning Commission which were presented and
approved unanimously. The changes modify the language for the permitted uses and
present a consolidated use table. The Commission recommendations were incorporated
regarding day spa and therapeutic massage and language was clarified for what requires a
minor use permit a standard use permit or businesses that are allowable by right. Ms. Rocha
answered questions from the Council. The Council questioned future uses of the proposed
library site, clarification if bars are allowed without being part of food establishments and
on question, staff confirmed that tattoo parlors were previously prohibited but would be
allowed with these changes.

Mayor Rubio opened the public hearing on the item and had no requests to speak.

On motion by Mayor Pro Tem Dennis Alexander and seconded by Council Member Dave
Pacheco and passed by the following vote the City Council passed to print the draft
ordinance and approved Resolution 18-85 adopting the addendum to the West Broadway

Specific Plan Final EIR.

RESULT: Passed

AYES: Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
Thursday, August 16, 2018 — City Council Regular Meeting Page 7

Packet Page 29



Kayla Jones
NOES: None

11. BUSINESS ITEMS

A. DISCUSS AND CONSIDER APPROVAL OF USE OF AVERY ART GALLERY
FOR MONTEREY COUNTY ARTISTS OPEN STUDIO TOUR GALA RECEPTION
ON SEPTEMBER 21, 2018

Recreation Director Towne explained the item is for approval of an event at City Hall to
hold a gala reception and are requesting permission to serve wine with an ABC permit.
There is no fiscal impact to the City with this use but since it is against the current policy,
Council approval is required. Council Member Pacheco questioned if it is common activity
at an art reception to serve wine to which Ms. Towne affirmed it is very common. Mayor
Rubio questioned when alcohol is allowed at certain facilities with the appropriate
regulations, would the regulations be the same at City Hall to which she indicated the
Council could make the requirements the same. The Council discuss and suggested that the
City Hall policy be consistent with other city facility policies.

Mayor Rubio invited comments from the public and had no requests to speak.

On motion by Council Member Jason Campbell and seconded by Council Member Dave
Pacheco and passed by the following vote the City Council approved the request to use
Avery Art Gallery for the Monterey County Artists Open Studio Tour and authorized the
City Manager to sign the agreement.

RESULT: Approved

Ralph Rubio, Dennis Alexander, Jason Campbell, Dave Pacheco,
AYES:

Kayla Jones
NOES: None

Mayor Rubio thanked the group for hosting their event in Seaside.

12. MAYOR, CITY COUNCIL, CITY MANAGER AND CITY ATTORNEY
COMMENTS AND REPORTS ON COMMITTEE ASSIGNMENTS

City Attorney Freeman reported regarding the long term water supply project that the
Administrative Law Judge has released their intended decision and there will be a public
hearing on this matter before the Judge and the California Public Utilities Commission
(CPUC) on August 22, 2018. The CPUC will take up issuing the certificate of convenience
and public necessity (CPCN) for the Cal Am water supply project on September 13th. The
City should be proud that the Water Authority, which the Mayor sits on and the City of
Seaside assisted with founding, is mentioned in court documents as part of the decisions.
Mr. Freeman also announced that he is proposing engaging with a CEQA expert attorney to
assist the city due to the many development projects in the near future. He also announced
that he is requesting the Council to approve a conflict of interest waiver for the law firm that
is representing Costco for the gas station expansion project as the city retains them for
personnel issues, however he does not see a conflict.

Council Member Pacheco requested a report on short term rentals so the public knows the
process for getting permits. Council Member Jones asked to look into some sort of fund to
assist residents to fix up their homes particularly seniors who can’t, within six to eight

weeks. Council Member Campbell requested to revisit the School Resource Officer issue
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for public input. Mayor Rubio requested the enforcement of the prohibition of cars for sale
in commercial areas.

13. ADJOURNMENT
The meeting was adjourned at 10:19 PM in honor of Edgar Crespo, a Seaside student who
passed away.

Respectfully submitted,

Lesley Milton-Rerig, City Clerk Ralph Rubio, Mayor
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CITY OF SEASIDE Item No.: 8.B.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Travis Foster, Assistant Finance Director
DATE: September 6, 2018

SUBJECT: APPROVE AND FILE CITY CHECKS

PURPOSE & RECOMMENDATION

It is requested that the City Council approve and file the accounts payable and wired payments
made during the period of August 4, 2018 through August 24, 2018. In addition, approval of the
payroll and benefits checks, direct deposits and wired payments related to the period of August
16, 2018 is requested. Total Accounts Payable and Payroll for the above referenced period is
$1,941,862.97.

BACKGROUND

In accordance with Government Code Section 37208, at each City Council meeting the Council
is provided a listing of the payroll and general checks issued since the last report so that it can
inspect and confirm these checks. Each purchase has been reviewed and approved by the
department making the purchase at the time of procurement. The invoice has been reviewed by
the Finance Department prior to payment to ensure that it conforms to the approved budget.

Therefore, in accordance with Government Code Section 37208, the above referenced, and
linked list of checks conforms to the approved budget and has been paid. These checks are
submitted to the City Council for inspection and confirmation.

A description of the checks and wires exceeding $10,000 are as follows:

e $926,381.50 for Payroll and benefits.

o $23,447.16 to Monterey County Convention & Visitor's Bureau for Seaside TID
(Tourism Improvement District) for the month of June, 2018.

e $47,132.55 to Pacific Gas & Electric for City collective gas/electric consumption for the
billing period of 6/22/18 - 7/22/18.

e $49,316.53 to U.S. Bank - Calcard for City employees' credit card transactions for the
billing period of 6/22/18 - 7/22/18.
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$11,567.50 to Harris & Associates for lift station upgrade services for July, 2018.
$91,650.00 to California JPIA for JPIA insurance policy for July, 2018 - June, 2019.
$28,000.00 to Fort Ord Reuse Authority for FY 2018/19 membership dues.

$18,956.11 to PNC Equipment Finance for leases covering the City Clerk copier, PD
investigation vehicles, PD admin vehicles, 1 fire truck and 2 Chevy Tahoes. Lease
period of 7/26/18 - 8/25/18.

$10,005.12 to Municipal Emergency Services for (4) HFRP tail coats and (4) HFRP tail
pants.

$101,585.76 to Garland/DBS, Inc. for Oldemeyer Center roof repair for June - July,
2018.

$17,406.98 to Verde Design, Inc. for Cutino Park improvement services for June - July,
2018.

$66,861.40 to Torti Gallas and Partners, Inc. for professional services for Campus Town
for April, May and July, 2018.

$30,187.12 to Salinas Fire Department for Salinas Hazmat Course expenses - Modules F
& G (4 students - lodging, per diem, backfill).

$60,310.26 to Salinas Fire Department for Salinas Hazmat Course expenses - Modules
D, F & G (6 students - lodging, per diem, backfill).

$18,179.27 to Pacific Fitness Products, LLC for various exercise equipment for the
Seaside Fire Department.

The remaining checks, totaling $440,875.71 include payments to vendors for operating
expenditures.

The Checks report is available on the City's website here:
http://www.ci.seaside.ca.us/194/Check-Draft-Register

FISCAL IMPACT

No additional financial impact at this time.

ATTACHMENTS

None

Reviewed for Submission to the
City Council by:

A=
&
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Craig Malin, City Manager
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CITY OF SEASIDE Item No.: 8.C.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Brian Dempsey, Fire Chief

Roberta Greathouse, Human Resources Director
DATE: September 6, 2018

SUBJECT: APPROVAL OF A RESOLUTION ADOPTING REVISED RESERVE
FIREFIGHTER POLICIES AND PROCEDURES AND ASSOCIATED
STIPENDS

PURPOSE & RECOMMENDATION

It is proposed and recommended that the City Council approve a Resolution adopting the
revised Reserve Firefighter Program and associated stipends.

BACKGROUND

The City Council adopted the Reserve Firefighter Program in 1987. In 2011, the program was
inactive for a period of time after the last remaining Reserve Firefighters were promoted to full-
time Firefighters. The program was reactivated in 2014 and the stipend was increased.

The City is currently conducting an audit of our payroll practices and procedures to ensure they
are in compliance with the Fair Labor and Standards Act (FLSA). In reviewing the City's
practices around the Reserve Program, it was determined that adjustments needed to be made in
order to be fully compliant with the FLSA.

The proposed Reserve Firefighter Policies and Procedures comply with the FLSA. Reserve
Firefighters will be unpaid, volunteer firefighters who regularly attend Fire Department training
and may be called upon to respond to, and assist with, emergency scene operations. They will
not be employees of the City and will be utilized strictly as support personnel. As volunteers,
Reserve Firefighters donate hours of service for civic and humanitarian reasons with no
expectation of current or future employment or compensation from the City.

Reserve Firefighters will be provided with all required uniforms and safety equipment necessary

to perform their duties. They will receive the following stipends to reimburse them for personal
costs associated with services performed.
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e 4 hour department training or meeting - $16

e Responding to an emergency response, or when assigned to a special detail and not
currently on duty - $16 (will increase to a maximum of $96 depending on length of call)

e 12 hour shift or emergency response - $48

e 24 hour shift or emergency response - $96

Of the five Reserve Firefighters that were employed by the City when this issue was identified,
two have been promoted to full-time firefighters and the other three were reclassified to part-
time firefighters. The City provided retroactive pay for the hours they were previously
uncompensated for working.

FISCAL IMPACT

There will be no fiscal impact to the FY 18-19 Budget as the Reserve Program has been
appropriately funded.

ATTACHMENTS

1 . Resolution

2 . Firefighter Reserve Position Description

3 . Reserve Firefighter Policies and Procedures

Reviewed for Submission to the
City Council by:

Craig Malin, City Manager
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RESOLUTION NO. 18-
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SEASIDE

ESTABLISHING THE RESERVE FIREFIGHTER PROGRAM AND STIPENDS

WHEREAS, the City of Seaside desires to establish a volunteer reserve firefighting force
to provided supplementary trained personnel to assist the City’s professional firefighters in daily
operations and in the control of fires and disasters;

WHEREAS, the City Council provided conceptual approval and funding for the Reserve
Firefighter Program with the approval of the 2018/2019 Fiscal Year Budget;

WHEREAS, Reserve Firefighters will serve at the pleasure of the Fire Chief and the Fire
Chief is tasked with maintaining and updating the Reserve Firefighter Policies and Procedures as
needed;

WHEREAS, Reserve Firefighters will be covered under the City’s workers’ compensation
program and will be provided with all required uniforms and safety equipment;

WHEREAS, Reserve Firefighters will be unpaid volunteers who donate hours of service for
civic and humanitarian reasons, with no expectation of current or future employment or
compensation from the City; and

WHEREAS, Reserve Firefighters will receive a stipend to reimburse them for personal
costs associated with services performed.

NOW, THEREFORE, BE IT RESOLVED that the City Council does hereby approve
establishing the Reserve Firefighter Program and the following stipends:

Assignment Stipend
Four (4) hour training or meeting $16.00
Twelve (12) hour shift call $48.00
Twenty-four (24) hour shift call $96.00
Special detail or emergency response* $22.00

*stipend will increase to $48 after twelve (12) hours and to $96 at twenty four (24) hours.

PASSED AND ADOPTED at a regular meeting of the City Council of the City of
Seaside duly held on the 6" day of September by the following vote:

AYES: COUNCIL MEMBERS:
NOES: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:
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Ralph Rubio, Mayor
City of Seaside
ATTEST:

Lesley Milton-Rerig, City Clerk
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Volunteer Assignment Position Description / Requirements
RESERVE FIREFIGHTER
Location: Seaside Fire Department

Purpose: To assist Fire Personnel with a variety of day to day work including
emergencies such as fire alarms, rescue calls, and local disasters; fire prevention and
inspections; and public education and outreach.

Duties: Under direct supervision, Reserve Firefighters will be utilized strictly as support
personnel. As needed, Reserve Firefighters may be called on to perform the following
tasks:

1. Respond to fire alarms, hazardous materials incidents, rescues, and other
emergency operations as requested.

2. Assist at the scene of fires and other emergencies with suppression, evacuation,
crowd control, mop up, and other related functions.

3. Operate a variety of firefighting equipment.

4. Assist with laying hose at fire scene.

5. Assist at the scene of vehicle accidents.

6. Provide emergency medical assistance for the injured and ill.

7. Perform basic inspection and repair of firefighting equipment.

8. Test fire equipment including fire hoses and hydrants.

9. Clean and maintain station living areas.

10. Participate in training sessions and emergency assistance drills.

11. Use machine hand tools, carpenter's tools, breathing apparatus, axes, shovels,
chain saws and extrication equipment.

12. Assist with the inspection of structures and facilities to assure compliance with
fire and building code regulations.

13. Assist with public education presentations and programs.

14. Maintain logs and records.

15. Drive emergency equipment.

16. Interact politely and effectively with the public.

17. Communicate clearly and concisely orally and in writing.

18. Other duties as assigned.

QUALIFICATIONS

General Requirements:
e 18 years of age
e Graduation from High School or GED
e Valid California Drivers’ License
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e It is highly desirable that the residence of the Reserve Firefighters be such that
they can respond from their home or work place to the Seaside Fire Station
within thirty (30) minutes.

Ability to:

e Ability to pass a background and medical screening

e Ability to pass the 40 hour basic firefighter training and related written skills test.

e Ability to attend one (1) three-hour training per month and regular training
sessions and meetings scheduled by the Fire Department.

e Act quickly and calmly in emergency situations. Apply fire safety codes and
ordinances.

e Follow written and oral instructions.

e Operate a variety of fire suppression equipment. Drive emergency rescue
vehicles as required.

e Fight fires using correct methods and techniques.

e Learn and practice safe work habits.

e Engage in strenuous physical activity during emergency situations.

STIPEND / UNIFORMS: Reserve Firefighters shall not be compensated for their service
and serve at their own volition. Reserve Firefighters will receive a stipend to reimburse
them for personal costs associated with services performed. The stipend is $16 - $96
depending on the length of the assignment. Uniforms and safety equipment are
provided.

PHYSICAL DEMANDS

Must possess mobility, physical strength, and stamina to respond to emergency
situations and use all emergency apparatus and equipment; perform medium to heavy
physical work, to work in confined spaces, around machines, and to climb and descend
ladders; vision to discern colors and assess emergency situations, including medical
incidents, and to read printed materials and a computer screen; and hearing and speech
to communicate in person, before groups, and over the telephone or radio. The
position involves fieldwork requiring frequent walking in operational areas to identify
problems or hazards. Finger dexterity is needed to access, enter, and retrieve data
using a computer keyboard or calculator and to operate above-mentioned apparatus
and equipment. Reserve Firefighters bend, stoop, kneel, reach, and climb to perform
work and inspect work sites and must possess the ability to lift, carry, push, and pull
materials, objects, and individuals necessary to perform job functions.

ENVIRONMENTAL ELEMENTS

Reserve Firefighters work in the field and are exposed to loud noise levels, extreme
temperatures, inclement weather conditions, road hazards, substantial heights,
vibration, confining workspace, chemicals, mechanical and/or electrical hazards, and
hazardous physical substances and fumes. They may interact with upset staff and/or
public and private representatives in interpreting and enforcing departmental policies
and procedures.
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Seaside Fire Department

Reserve Firefighter Program
Section X — Personnel — SOP#X

Reserve Firefighter Policies and Procedures
Effective: XX, XXXX
I PURPOSE:

A. The Seaside Fire Department Reserve Firefighter Program is hereby established as a
Reserve fire-fighting force to provide supplementary trained personnel to assist the
City’s professional firefighters in daily operations and in the control fires and disasters.

1. BACKGROUND

B. The City Council has provided conceptual approval and funding for the Reserve
Firefighter Program with the approval of the 18/19 Fiscal Year Budget.

. POLICY

A. Reserve Firefighters will be utilized strictly as support personnel. As needed, they may
be called to fires, hazardous materials incidents, rescues, and other emergency
operations.

B. Reserve Firefighters will have no due process or appeal rights regarding discipline or
termination and will not secure property rights in their positions. However, they shall
conduct themselves in a manner that is courteous, professional, and consistent with
City and Department standards. They shall be subject to all City and Department
operational rules and regulations applicable to the performance of their firefighting
duties.

C. The decision of the Fire Chief will be final in resolving complaints, appointments, and
separation or termination from the Reserve Firefighter Program.

D. Reserve Firefighters shall be provided with all required uniforms and safety
equipment necessary to perform their duties.

E. Reserve Firefighters shall be provided departmental training in emergency operations
including firefighting procedures and medical response training.

Iv. DEFINITIONS

A. Reserve Firefighter; is an unpaid, volunteer firefighter who regularly attends Fire
Department training and may be called upon to respond to, and assist with
emergency scene operations. As volunteers, Reserve Firefighters donate hours of
service for civic and humanitarian reasons, with no expectation of current or future
employment or compensation from the City.

Page 1 of 7
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B. Medical Examination: means a complete physical examination by a medical doctor to
assess the medical suitability of the applicant to serve as a Reserve Firefighter.

C. Background Investigation: means routine pre-appointment investigation for previous
arrest record, work history, psychological evaluation, and overall applicant profile.

D. Safety Equipment: shall be those items listed below under Safety Equipment.

V. PROCEDURE

A. Individuals desiring to participate in the Reserve Firefighter Program shall be directed
to the City’s Human Resources Department. The application and selection process
will be determined based on the needs of the City.

B. All Reserve Firefighter candidates being considered for selection will be required to
pass a comprehensive background investigation and medical examination.

C. Any City employee desiring to participate in the Reserve Firefighter Program will do so
on a voluntary basis and in doing so, said participation will not be an extension of
his/her City position as it relates to FLSA hours worked. City employees who are paid
to perform safety services for the City will not be permitted to serve as Reserve
Firefighters.

D. Any individual participating in the Reserve Firefighter Program does so on a voluntary
basis, with no expectation of employment or compensation for services performed.

E. Upon acceptance to the Program, Reserve Firefighters will be required to complete 40
hours of basic firefighter training and to pass a related written skills test, prior to
responding to calls for service. Reserve Firefighters who do not complete the training
and pass the test, shall not respond to calls for service and may be terminated from
the program in order to make space for other Reserve Firefighters. The Training Chief
will certify the individual when they are qualified to respond.

VI. GENERAL REGULATIONS

ARTICLE I. — REGULAR DEPARTMENT:

A. INCREASE OF REGULAR DEPARTMENT: The services of the Reserve Firefighters shall
not be used in any manner that would circumvent adding personnel to the Seaside
Fire Department, nor shall the services of individual members be used to the
detriment of the full-time personnel in the Fire Department. It is the intent of the City
to maintain current minimum staffing levels.

ARTICLE II. - INSURANCE:

A. WORKERS COMPENSATION INSURANCE: A Reserve Firefighter, while in training,
during training sessions, on duty time, during special assignments, and while assisting
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the Department at emergencies, shall be covered under the City’'s Workers’
Compensation Insurance program.

ARTICLE Illl. - EXPECTATIONS:

A.

B.

C.

STIPEND: Reserve Firefighters shall not be compensated for their service, and serve at
their own volition. However, Reserve Firefighters shall receive a stipend to reimburse
them for personal costs associated with services performed, as follows:

a. Reserve Firefighters will receive a $16 stipend for attending a 4 hour
Department Training or meeting on a day they are not otherwise responding
to a 12 or 24-hour shift call.

b. Reserve Firefighters will receive a $48.00 stipend for responding to a 12-hour
shift call. This stipend is intended to reimburse the Reserve for the cost of
transportation, meals, and related expenses incurred in responding to the call.
Reserve Firefighters who respond to (or stay for) a 24-hour shift, will receive a
$96.00 stipend.

c. When Reserves who are certified to respond to emergencies so respond, or
when they are assigned to a special detail, they will receive a $16 stipend for
responding to the call. This assumes they are not otherwise on duty and
receiving a stipend in response to a shift call. If the duration of emergency
response / special detail exceeds 12-hours, and the Reserve continues to serve
in excess of that time, an additional $22 stipend will be provided. An
additional $48 stipend will be provided if the Reserve continues to serve in
excess of 24-hours for a total of $96 for a 24-hour period. These additional
stipends are intended to account for additional meals and personal expenses
that may be incurred as a result of extended service time.

NO EMPLOYMENT RELATIONSHIP: Reserve Firefighters are not City employees and
have no expectation of future City employment. Accordingly, they must not list the
Seaside Fire Department as their place of employment when applying for credit.
Reserve Firefighters are not to use their badges for personal gain or favor.

TRAINING: The training period for new Reserves shall last a minimum of twelve (12)
calendar months following notification of acceptance. During the training period, and
during each month of services as a Reserve Firefighter thereafter, Reserves are
expected to attend at least one (1) three-hour training each month. Upon completion
of the training period, the Reserve will be expected to have completed the following:
a. Training to obtain C.P.R. Healthcare Provider certification AED certification.
b. Training to obtain an EMT 1A Certificate.

c. Training to be eligible for California State Firefighter 1 Certification.
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d. Training to obtain a Hazardous Materials First Responder Certificate.
e. Training to obtain a Confined Space Rescue Awareness Certificate.

f.  Upon the completion of the training period, Reserve Firefighters are also
expected to be able to:

i. Demonstrate knowledge of terminology, and be able to demonstrate
the uses and location of equipment carried on assigned apparatus.

ii. Don a self-contained breathing apparatus (SCBA) within the time
specified by department standards.

iii. Demonstrate how to properly carry and raise all ground ladders.

iv. Demonstrate the proper care and maintenance of assigned apparatus
and equipment.

v. Demonstrate the proper method of handling various hose lines and
nozzles.

vi. Demonstrate the proper methods of:
1. Rolling hose
2. Loading hose
3. Laying single and multiple lines of hose
4. Operating master stream appliances

vii. Demonstrate any other techniques or skills as determined by the fire
department.

D. MEETINGS/TRAINING: Reserve Firefighters are expected to attend regular training
sessions and meetings as scheduled by the fire department. Reserve Firefighters not
meeting the minimum attendance requirements for three consecutive months will be
recommended for termination from the Reserve Firefighter Program.

E. RESIDENCE: It is highly desirable that the residence of Reserve Firefighters be such
that they can respond from their home or work place to the Seaside Fire Station
within thirty (30) minutes.

ARTICLE IV. — COORDINATOR OF RESERVE PROGRAM:

A. APPOINTMENT: A Reserve Program Coordinator shall be appointed by the Fire Chief
to manage the Reserve Firefighter Program.
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B. RESPONSIBILITY: The Reserve Program Coordinator shall be responsible for the
execution of all orders and rules governing the Reserve Firefighters. The Reserve
Program Coordinator shall attend, or arrange to have a department officer attend all
Reserve Firefighter training sessions. The Reserve Program Coordinator shall serve at
the chairman of the Reserve Firefighter Training Committee.

The Reserve Firefighter Training Committee shall consist of the training Captains from
each of the three shifts and managed by the Training Battalion Chief.

ARTICLE V. - EQUIPMENT:

A. SAFETY EQUIPMENT: The Department will issue the following safety equipment to
Reserve Firefighters after proper training has been given:

a. Turnout Pants

b. Turnout Coat

c. Turnout Boots

d. Helmet with goggles

e. Gloves

f. Hood

g. Complete wildland safety equipment.

h. EMS Jacket

B. UNIFORMS: The City will issue one uniform to the Reserve Firefighter. The Reserve

Firefighter is responsible for the care and maintenance of the uniform. If the uniform
becomes damaged or worn, the Reserve Firefighter will request a new uniform
through the Reserve Program Coordinator. The issued uniform will consist of:

a. Pants

b. Shirt

C. MAINTENANCE: It is the responsibility of each Reserve Firefighter to properly
maintain all issued uniforms and equipment.

ARTICLE VI. — RULES AND REGULATIONS:

A. GENERAL RESPONSIBILITIES: Reserve Firefighters shall conduct themselves at all
times in a manner that is courteous and consistent with City and Department
standards of performance and conduct. They shall be subject to operational rules and
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regulations applicable to the performance of their firefighting duties. Reserves who
fail to meet these expectations may be terminated from the Reserve Firefighter
Program. Reserve Firefighters shall not be entitled to any due process rights, or rights
otherwise associated with City or Department employment, except as provided for in
this Policy.

B. RESPONDING TO CALLS FOR SERVICE:

a. Reserve Firefighters shall be notified when there is a need for Reserves to
provide service. This may occur when there is a need for support in daily
operations, or in responding to fires, disasters, hazardous materials incidents,
rescues, and other emergency operations. The notification will request that
the Reserve Firefighter report to the Seaside Fire Station as deemed
appropriate by the requesting officer.

b. Reserve Firefighters shall utilize personal vehicles to respond to the Seaside
Fire Station and shall bring the necessary safety equipment on all responses.

c. When officially requested to respond, Reserve Firefighters shall drive in a
careful manner, observing all traffic laws.

d. Upon arrival at an emergency scene, Reserve Firefighters shall report to the
Incident Commander for orders.

e. Reserve Firefighters are requested to stay at the emergency scene until
released by the Incident Commander or Officer-in-charge.  Reserve
Firefighters shall not respond if they do not feel well or have taken a
prescribed medicinal drug(s) or intoxicating beverages.

C. SAFETY: Reserve Firefighters are required to conduct all operations in a manner
consistent with good safety practices.

D. PROTECTIVE CLOTHING: Reserve Firefighters are required to wear all issued
protective clothing when performing duties at emergency scenes. Protective clothing
for Reserves shall be marked so as to make the Reserves readily identifiable at
emergency scenes.

E. DUTY TIME: Reserves are requested to spend at a minimum, one shift (twelve hours
of duty time) at the fire station each month in order to stay active in the Reserve
Firefighter Program. Members may sign-up for duty time on the Reserve Calendar.

F. VOLUNTARY TERMINATION OF MEMBERSHIP: A Reserve Firefighter may terminate
membership in the Reserve Firefighter Program at any time by notifying the Reserve
Program Coordinator.

G. RETURNED EQUIPMENT: Any Reserve Firefighter who is terminated, voluntarily or
otherwise, shall return all issued City property to the Fire Department. A Reserve who
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fails to return City owned equipment will be considered in possession of stolen
property. Failure to return the equipment when directed will automatically subject
the member to legal action for compliance or restitution.

Brian Dempsey, Fire Chief Date

Paul Blaha, Division Chief
Troy Leist, Division Chief

David Nava, Division Chief
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CITY OF SEASIDE Item No.: 8.D.

STAFF REPORT
TO: City Council
BY: Craig Malin, City Manager
DATE: September 6, 2018

SUBJECT: APPROVE RESPONSE TO GRAND JURY REPORT ON
HOMELESSNESS

PURPOSE & RECOMMENDATION

To approve the prepared response as mandated by the Grand Jury Report on Homelessness and
direct staff to submit the response to the County of Monterey Grant Jury.

BACKGROUND

On June 4, 2018, the Monterey County Civil Grand Jury released a report entitled “Who’s in
Charge? Stepping up Homelessness: The need for strategic leadership and comprehensive
planning”. The report includes 12 findings and 10 recommendations. The City of Seaside is
required to respond to all of the findings and recommendations. In accordance with California
Penal Code Section 933(c¢), the governing body of the agency must respond to the findings and
recommendations within 90 days from issuance of the report.

ATTACHMENTS

1. Grand Jury Report Letter
2. Monterey County Civil Grand Jury Final Report - Who's In Charge

Reviewed for Submission to the
City Council by:

Craig Malin, City Manager
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440 Harcourt Avenue Telephone 831- 899-6706
Seaside, CA 93955 FAX 831- 718-8594

September 7, 2018

Honorable Stephanie Hulsey
Judge of the Superior Court
240 Church Street

Salinas, CA 93901

Dear Judge Hulsey:

During its Council Meeting on September 6, 2018, the City Council adopted the
following responses to the findings and recommendations in the Monterey County Civil
Grand Jury Report titled “Who’s in Charge?”

Findings
The City Council agrees with all findings, except as noted below:

F5 — The City Council agrees with the finding generally, but does not agree with the
language of the final sentence which may be interpreted as elected officials are
purposefully avoiding responsibility for addressing homelessness.

F9 — The City Council agrees with the finding generally, but believes the word
“governmental” should replace the word “political”.

F11 — The City Council agrees with the finding generally, but believes the words “new
governing” should be replaced with “sufficiently authoritative and resourced”.

Recommendations

The City Council generally agrees with the recommendations, but notes most of the
recommendations involve jurisdictions beyond the authority of the City Council.
Recommendations #4 - #9 are particularly challenged by this jurisdictional issue and,
thus, the recommendation cannot be implemented solely by the City of Seaside.

Recommendation 1 — The City of Seaside has created a Homeless Committee and is
budgeting funds on an annual basis for homeless assistance, within budgetary
limitations.

Recommendation 2 — The City Council generally agrees, and is prepared to lend
support, pending further analysis of a specific proposal.

Recommendation 3 — The City Council generally agrees, and is prepared to lend
support, pending further analysis of a specific proposal.
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Recommendation 10 — The City Council generally agrees, and is prepared to lend
support, pending further analysis of a specific proposal.

Sincerely,

Ralph Rubio
Mayor
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MONTEREY COUNTY

OFFICE OF THE COUNTY COUNSEL
168 WEST ALISAL STREET, 3*° FLOOR, SALINAS, CALIFORNIA 93901-2439

(831) 755-5045 FAX: (831) 755-5283

CHARLES J. McKEE Leslie J. Girard

COUNTY COUNSEL Chief Assistant County Counsel
CONFIDENTIAL

IMMEDIATE ATTENTION REQUIRED

June 4, 2018

Via Hand Delivery

City of Seaside

cfo Mayor Ralph Rubio
440 Harcourt Avenue
Seaside, CA 93955

Re: 2017-2018 Monterey County Civil Grand Jury Final Report — “WHQ'S IN
CHARGE? Stepping up on Homelessness: The need for strategic leadership
and comprehensive planning”

Dear Mr. Rubio:

On behalf of the 2017-2018 Monterey County Civil Grand Jury, and pursuant to Penal
Code section 933.05(f), | am enclosing for your review the Grand Jury’s Final Report entitled
“WHO’S IN CHARGE? Stepping up on Homelessness: The need for strategic leadership and
comprehensive planning”, which has been approved for publication.

This report constitutes a Final Report for purposes of Penal Code section 933.
Pursuant to that section, the City must submit comments on the report to the Honorable,
Stephanie E. Hulsey, Judge of the Superior Court, 240 Church Street, Salinas, CA 93901,
within ninety (90) days following its transmittal. The City is responsible for Findings F1-F12
ahndechacommendations R1-R10. With respect to each finding, the City shall indicate one of
the following:

1} That the City agrees with the finding; or

2) That the City disagrees wholly or partially with the finding, in which case the Board
must specify the portion of the finding that is disputed and shal! include in the
response an explanation of the reasons for the disagreement.

With respect to each recommendation, the City must report one of the following
actions;

1) That the recommendation has been implemented, with a summary regarding the
implemented action;

2) That the recommendation has not yet been implemented, but will be implemented
in the future, with a timeframe for implementation;

3) That the recommendation requires further analysis, with an explanation and the
scope and parameters of an analysis or study, and a timeframe for the matter to be
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City of Seaside

June 4, 2018

Re: WHO'S IN CHARGE? Stepping up on Homelessness: The need
for strategic leadership and comprehensive planning

Page 2

prepared for discussion by the City (this timeframe not to exceed six months from
the date of publication); or

4) The recommendations will not be implemented because it is not warranted or is not
reasonable, with an explanation therefore.

Pursuant to Penal Code Section 933.05(f) the contents of this report may not be
disclosed prior to its public release, which will occur no earlier than 48 hours following
delivery.

Thank you for your attention to these matters; the Civil Grand Jury looks forward to
your response. '

Sincerely,

ief Assistant County Counsel

LJG:so
Enclosure
cc: Grand Jury
Hon. Stephanie E. Hulsey, Judge of the Superior Court
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WHO’S IN CHARGE?
Stepping up on Homelessness: The need for strategic leadership and
comprehensive planning

HOMELESSNESS

SUMMARY

The impetus for this investigation is mounting public concern about homelessness despite
existing efforts to address problems affecting our county’s homeless residents. Upon closer
examination, it appears homelessness is an even bigger problem in our county than the biennial
homeless census suggests. However, there is no leadership body with political power and
authority to change the course of homelessness and housing insecurity in our county.

Homelessness and housing insecurity is a serious and persistent problem affecting a broad swath
of Monterey County residents. Homelessness is a complex social problem that is greatly
exacerbated by the overall housing shortage, high cost of housing, and inadequate stock of
affordable housing in this area. The faces of homelessness are the men, women and children in
our community who live in a constant state of uncertainty over basic shelter—they are families,
unaccompanied children, students, seniors, veterans, full-time workers, victims of domestic
violence, the mentally ill or disabled, and those who have suffered a financial setback from a job
loss, health crisis or divorce. Once one falls into homelessness, it’s difficult to get back on track.
How we respond to and address this problem has very real moral, economic, and quality of life
implications for all of us both individually and as a community.

Monterey County has many people and organizations dedicated to serving the homeless and has
established a Continuum of Care framework to coordinate housing services. The County does
not, however, have a publicly accountable governing mechanism in place to secure strategic

1
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leadership, cross-jurisdiction collaboration and the comprehensive planning needed to address
homelessness. This is relevant because meaningfully reducing—and ideally ending—
homelessness calls for a high-leve! of accountability and coordinated effort. The current network
of services and new projects are a critical foundation. Nevertheless, change requires a broader
level of public commitment in several areas, such as increased political cooperation between
county and city officials, focused policy, and a dedicated budget.

The reality is that our community pays for the problems associated with homelessness whether
we choose to manage these problems reactively or address them strategically. OQur county cannot
keep pace with the current level of need and, as housing insecurity worsens, the level of
homelessness will not improve, and likely expand, without concerted effort to address housing
stocks.

To move beyond managing homelessness, we need an empowered leadership body in order to
secure the broad public support and joint county-city commitments necessary to meaningfully
address homelessness.

GLOSSARY

CARS Coordinated Assessment and Referral System

CDE California Department of Education

CSAC California State Association of Counties

CHSP Coalition of Homeless Service Providers

CoC Continuum of Care

ESG Emergency Services Grant Funding

HEARTH Homeless Assistance, Rapid Transition to Housing Act (2009)

HACM Housing Authority County of Monterey

HCV Housing Choice Vouchers (formerly section 8 vouchers)

HDC The Monterey County Housing Authority Development Company

HMIS Homeless Management Information System

HUD U.S. Department of Housing and Urban Development

IHC U.S. Interagency Council on Homelessness
2
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LCC The League of California Cities

MBEP The Monterey Bay Economic Partnership
MCOE Monterey County Office of Education
NIMBY Not in My Backyard

UI Urban Initiatives

BACKGROUND
The Problem of Homelessness

A great deal of evidence exists about homelessness in terms of its causes, the extent of the
problem, and strategies to address it. There is a general consensus that it is a problem we can, in
theory, address with the right mix of policy, planning and supportive services, Yet, public
frustration is a common theme throughout California in which cities and counties grapple with
persistent homelessness even when officials set lofty goals and dedicate significant resources to
homeless projects.! Notably, there are also common barriers to achieving meaningful progress
including entrenched NIMBYism?2, misconceptions about the homeless, and diffused authority.
These barriers seem to suggest a need for active leadership, coordinated organization, and
marshalling political will.

The problem of homelessness is not unique to Monterey County. Homelessness affects all 58
counties in our state.? In fact, the State of California accounts for more than 25% of the national
homeless population even though our responses to the problem are similar to those undertaken
by other states. This is directly linked to the high cost of housing and severe housing shortages
throughout the state. A striking majority of the homeless in California live unsheltered-—in other
words, on the street. The cost of housing also means that an ever-increasing number of people
live in financially precarious situations, spending more than 50% of their income on housing
costs®. The stock of affordable rentals is far outpaced by population growth and demand for low

1 Lopez, 8. (January 28, 2018). L.A. homeless crisis grows despite political promises, many speeches and millions
of dollars. How do we fix this? Los 4ngeles Times.

2 NIMBYism: NIMBY is an acronym for the phrase Not In My Back Yard. NIMBYism refers to public opposition
to projects in their neighborhoods, even if they are not opposed generally, due to the perception of how it will
impact them personally

3 CSAC Joint Task Force. California State Association of Counties.

4 The Joint Center for Housing Studies uses the number of people who pay 30% or more of income on housing as a
metric by which to track the problem of housing affordability

3
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wage workers. Even though the state has yet to officially declare it a state-wide crisis, dozens of
individual cities and counties have designated homelessness an emergency.>

Another problem is the perception of homelessness as being the result of mental illness or bad
choices, such as unwillingness to work hard or drug addiction. In truth, there is a growing
number of “economically homeless”—those who are driven to overcrowded or unsafe dwellings,
cars, or the streets simply because they could not keep pace with the cost of living or were
overwhelmed by a serious financial shock. Quite often, people succumb to various mental health,

physical ailments, or addictions after they have become homeless.

There are many causes of homelessness including poverty, the absence of work opportunities,
the lack of affordabie housing, mental and/or physical illness, shrinking public services,
addiction and domestic violence. However, the biggest contributors are increasing shortages of
affordable rental housing and poverty.6 Many factors exacerbate the causes of homelessness
including downturns in the economy or changes in public policies affecting housing, wealth
disparities, and social services. These individual and structural factors are entwined and can lead
to cycles of poverty and homelessness.

Solutions to address homelessness are cross-jurisdictional, involve public-private partnerships,
and span multiple policy areas including housing, land use, public health, mental health, social
services, economic development, and criminal justice. Thus, the federal government both models
and encourages collaborative comprehensive responses.

The U.S. Interagency Council on Homelessness (IHC) has shown success in coordinating federal
responses to veteran homelessness via partnerships across all levels of government; the goal of
the agency is to apply this model to combating homelessness more broadly. To encourage local-
level coordination, the U.S. Department of Housing and Urban Development (HUD) structured
its homeless assistance funding to be contingent upon community-wide planning and the
coordination of programs for individuals and families. As a result, cities and counties are
forming partnerships to create strategic plans. In an effort to improve the outcomes of these
collaborations, The California State Association of Counties (CSAC) and The League of
California Cities (ILCC) formed a task force to review how California cities and counties are
addressing homelessness in order to identify new & best practices for establishing strategic
plans, organizing collaborations, and implementing action plans.

The California legislature passed 15 housing bills in the Fall of 2017 to address the state-wide
housing shortage through a variety of measures involving a mix of incentives and penalties. The
new laws are intended to help spur affordable housing at the local level by creating new sources

5 Medina, J. (December 21, 2017). The State’s Homeless Population Drives National Increase. The New York Times.
6 National Coalition for the Homelessness http:/Awww.nationalhomeless.org/factsheets/why.html
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of funding, expediting building projects, tightening mandates on local planning, and fining
jurisdictions that don’t adequately plan for their share of housing demand.?

Homeless Strategy in Monterey County

The County of Monterey and its cities act independently and jointly with respect to various
individual homeless shelter and housing projects. Housing requires a great deal of collaboration
and shared resources for emergency shelters, transitional housing, rental assistance and
permanent housing. The County deploys an array of public programs and nonprofit services and
relies on local, state, federal, and nonprofit sources of funding.

Monterey County’s primary formal system for addressing homelessness is shaped by HUD’s
Continuum of Care (CoC) system. The County receives federal funding authorized by the
McKinney-Vento Act (1987)8 for local housing and supportive services programs. In 1994, the
application process changed for this grant, requiring the community to apply for federal funds in
one comprehensive application, rather than as individual organizations for each separate
program. The County also depends on HUD’s State and Federal Emergency Services Grant
(ESG) funding.

The Cozlition of Homeless Services Providers (CHSP) is a 501(c)3 that was formed to facilitate
the CoC and the grant process for the County. CHSP is an independent nonprofit organization
that is not part of any county or city government; but it plays an important role in the County’s
homeless service provision.

In 2009, Congress passed the HEARTH Act to further reinforce community focus on
preventative measures and system-wide approaches to homelessness. Federal funding is
stipulated upon establishing comprehensive planning that extends beyond receiving the annual
federal grant. This required the County to establish a formalized means for ongoing planning by
including elements, such as a coordinating organization for service provision, governance body,
strategic plan, data collection and management, and an assessment and referral system. The idea
is that the County not only coordinate shelter and services, but also link with broader planning
and policy efforts, evaluate progress toward goals, and continuously update the strategic plan
based on learning what does, and does not, work.

Since 1994, coordination of programs, the federal grant writing process, and compliance with
federal requirements have been facilitated by the Coalition of Homeless Services Providers
(CHSP), which is a 501(c)3 nonprofit organization. In 2009, the Lead Me Home Leadership

7 Brief summary of CA state housing bills https://www.mercurynews.com/2017/09/1 4/california-affordable-
housing-bills-are-finally-getting-a-vote/

8 History of this legislation hitp://www.nationalhomeless.org/publications/facts/McKinney.pdf
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Council (Leadership Council) convened as a working group to create ‘Lead Me Home’—
Monterey and San Benito counties’ 10-year strategic plan to end homelessness (Strategic Plan).?
The Strategic Plan is intended to serve as the coordinating planning document for addressing
homelessness. Depending on the documentation, the plan went into effect in 2011 or 2012,
making this year 6 or 7 of the 10-year plan.

Despite the plan’s broad scope and ambitious goals, there were no elected officials seated on the
Leadership Council prior to 2017. Progress toward goals bas never been measured and the plan
has not been updated. The Leadership Council is currently comprised of one county supervisor,
four city mayors, executives of nonprofit service providers, county health and social service
administrators, the Community Foundation, public safety officials, and homeless representatives.
Due to its composition, the council is not compelled by the Brown Act (1953) to open its
meetings to public attendance, input and scrutiny. The Leadership Council schedules meetings
bimonthly and appears to serve as the governing body for the CoC and the Strategic Plan for
ending homelessness. '

CHSP is the designated Continuum of Care (CoC) coordinator for the County. The County’s
CoC system and federal grant application process is overseen by the CHSP. As such, CHSP also
complies with HUD mandates to collect and manage data as well as to integrate services. In
addition to the coordinated grant application, CHSP administers the biennial Homeless Census
and Survey, the Homelessness Management Information System (HMIS), and the Coordinated
Assessment and Referral System (CARS). Data collection is shared with the federal government
and used locally to monitor the size and characteristics of the homeless populations. The HMIS
database gives service providers a common platform to track individual clients across providers,
and CARS tailors housing and services to meet the needs of clients. Since a county CoC is
insufficient support for individual municipalities, the City of Salinas has contracted with Urban
Initiatives (UI) to similarly develop its own HUD strategies for an overarching municipal
homeless and community development plan. The City also assumed responsibility for securing
2017 federal and state Emergency Solutions Grant Funding (ESG) for the County, which had
previously been tasked to CHSP. The County needs this funding to contract with nonprofit
homeless service providers. In addition, the City has been investing in its own a pipeline of
housing and by partnering with the County and MidPen Housing on projects, which include an
emergency shelter, permanent supportive shelter, and mixed-use revitalization project.

There are rental assistance programs and public-private partnerships designed to add affordable
housing. The Housing Authority of the County of Monterey (HACM) is a public agency that
receives federal funding to manage public housing programs. It also provides subsidies via
Housing Choice Vouchers (HCV) that help low income families and veterans supplement the
cost of rent. To add to our affordable housing stock, the Monterey County Housing Authority

9 Although CHSP and LMHLC oversee the CoC for Monterey and San Benito Counties, this report only refers to
homeless leadership in Monterey County
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Development Company (HDC) is a public benefit corporation that supports the Housing
Authority and affordable housing developers. Since high building costs are a barrier to affordable
housing construction, the HDC partnered with a company that builds prefabricated modular units
to facilitate the Haciendas project in Salinas.

To spur a call-to-action with respect to our housing shortage, local forums, collaboratives, and
initiatives are drawing attention to the need for affordable housing in the region and supporting
various nonprofit, public and private sector led development projects. For example, broad local
concern for low-income, senior, and disabled residents prompted the Monferey County Housing
and Homeless Summit and Seaside Housing 101 Forum. In 2016, The Monterey Bay Economic
Partnership (MBEP) launched a housing initiative to form a regional coalition of organizations to
promote affordable housing development through advocacy and the establishment of a housing
trust.

Local companies have also taken the initiative to invest in housing in order to be able to ensure a
local workforce. Tanimura & Antle completed its 100-unit Spreckels housing project that
provides low cost rental units for 800 employees. In the fall of 2017, the Nunes Company broke
ground on a similar farm labor project in Salinas that js expected to house 600 agricultural
employees. Other low-income housing projects underway are the senior housing units in Seaside
and the Pebble Beach Company’s inclusionary housing project in Pacific Grove.

In sum, homelessness and housing security affect the stability and vitality of our county. Despite
the extent of efforts in place or underway, there is concern about the scope and persistence of the
problem. The purpose of this study is to draw attention to one area that needs improvement if we
are to make headway on homelessness.

APPROACH

The approach the Jury took was to broadly survey public concerns, community-wide problems
and organijzational challenges with respect to homelessness generally, rather than to focus on one
particular program or agency. The investigative methodology for this report involved interviews,
examining various collaborative homeless and housing efforts, and reviewing homeless data,
research, and media reports. As such, the J ury examined a wide range of local, state, and national
homeless-related issues, statistics, policies, and initiatives. In addition, the Jury interviewed local
elected officials, public administrators and nonprofit executives. Jury representatives also
attended public forums on homelessness and reviewed county and city-level strategies to address
homelessness.
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DISCUSSION

This report addresses the evidence that homelessness in our county is getting worse and the
public perception that nothing is being done in response to the growing problem. Contrary to this
perception, we found numerous agencies, partnerships, innovations, and best practices dedicated
to homeless solutions. We also found that those committed to ending homelessness express deep
frustration by the lack of progress. The most commonly cited reason for the inability to make
headway was the lack of political will—particularly the lack of willingness to commit to a joint
county-city regional plan. The community has the knowledge base and the framework for
addressing homelessness. The community does not, however, have a leadership body that can be
held accountable for producing results.

The County has a housing shortage and a growing homeless problem. Housing costs and
shortages are a national trend that is more pronounced in Monterey County.!? The homeless
census and survey gives an indication of who the homeless are, as well as the scope of
homelessness. Officials caution against claiming an increase in homelessness because numbers
may reflect more accurate record-keeping over time. Yet, the official count is based on a specific
definition of homelessness that may not capture the extent of homelessness in the County.

There is more than one definition of homelessness, which impacts the number of peopie included
in the homeless count. The Monterey County Homeless Census & Survey is based on a narrow
federal definition limited to those living in shelters or places not designed as shelters—such as
cars, parks, bus stations, airports, or camps. However, the California Department of Education .
(CDE) uses a broader definition of homelessness that takes into account students whose families
live in motels, doubled-up conditions, “couch-surfing”, or who are waiting for placement in
foster care. It is notable that when using a definition that accounts for housing insecurity, the
problem of homelessness affects a greater number of Monterey County residents than
documented in the homeless census.

* There is a severe shortage of affordable housing in the County, which is defined as rent
not exceeding 30% of median household income. Long-standing residential instability
was magnified during the 2008 financial crisis and the 2012 dissolution of the
Redevelopment Agency, which was an important source of funding for affordable
housing.

10 America’s Affordable Housing Shortage Mapped https://www.citylab.com/equity/2017/03/americas-affordable-

housing-shortage-mapped/518391/
Murphy, Katy (February 1, 2018). Housing Shortage: New report shows how California cities and counties stack up

hitps://www.mercurynews.com/2018/02/01/housing-shoriage-new-report-shows-how-california-cities-and-counties-
stack-up/
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® The 2017 Monterey County Homeless Census & Survey Reported:

o}

Monterey County Homeless numbers are the highest they have been in 10 years.
Since the 2015 census, the number of homeless has increased 27% and the number of
homeless families has increased by 37%

Homelessness has risen by 57% in Salinas, 102% in Del Rey Qaks, and 37% in
Marina

83% of the homeless were Monterey County residents before they became homeless

21% of the homeless population is chronically homeless. The number is essentially
the same as the 2015 survey

25% of the homeless surveyed say they are employed but homeless because they
cannot afford rent

49% of the homeless are between 18-40 years old

75% of the homeless live unsheltered, while 25% stay in emergency shelters or
transitional housing or safe havens

* Homelessness is more problematic when the definition of homelessness includes those
who live in overcrowded temporary situations. According to the 2017 Monterey County
Education Report, 8.1% of children enrolled in our public schools, or 6,278 students, are
homeless or are living in near homeless conditions. This number of children is almost
two and half times the total homeless figure of 2,837 reported by the 2017 homeless
census.

* The Monterey County Office of Education (MCOE) only counts homeless students.
There is no county-wide total population count of homelessness using this broader
definition of homelessness.

Who’s in Charge?

The perception that little is being done to address homelessness is fueled, in part, by the scope
and complexity of the problem, the diffused network of organizations involved, and the lack of
clear authority or markers of progress. It is also driven by visible, impactful, and costly effects of
homelessness in our county and other cities and counties throughout the state.

" The County, municipalities, private industry, faith-based and other not-for-profit
organizations provide services and housing options such as warming shelters, temporary
housing, transitional housing and affordable housing.

9
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o CHSP is a group of private non-profit and public organizations working together to
address the complex issues of homelessness. The mission is to promote interagency
coordination for a comprehensive system of housing and services to maximize self-
sufficiency of individuals and families.

o CHSP has been receiving federal grants from Housing and Urban Development
(HUD) for 10 or more years. In 2018 the grant amounted to just under $1.9 million
from HUD. This grant money is distributed to 8 agencies for 14 programs providing
street outreach, transitional housing, rental assistance programs, permanent
supportive housing and homeless planning activities.

o When it learned CHSP was not applying for 2017 ESG funding, the City of Salinas
took over the administration of Federal and State Emergency Solutions Grant
Funding from CHSP. The City serves as the administrative entity to secure and
distribute State ESG funding for Monterey County, which amounts to $1,166,582 for
over 2 years. Federal ESG amounts to $670,562 over 4 years.

There are direct, indirect, and hidden public costs associated with homelessness. There is also no
consistent budget process by which to identify and account for the full costs of homelessness or
to accurately track the resources dedicated to homelessness. Social services, rental assistance,
shelters and affordable housing require resources. Some of the hidden costs include unaccounted
work hours public employees dedicate to addressing homelessness and the unquantifiable social
costs in terms of human dignity or productivity. When adequate resources are not committed to
eliminating homelessness, communities also must pay to respond to the consequences of
homelessness.

There were several consequential events associated with homelessness in California this past
year. For example, San Diego reported 580 cases of hepatitis A associated with an outbreak that
began in a homeless encampment in September 1, 2017. San Diego spent $6.5 million to set up 5
temporary industrial-sized treatment tents for 7 months, which was taken from funds budgeted
for the purpose of building permanent housing.!!In December 2017, 2 homeless encampment in
Los Angeles was the source of a fire that was responsible for shutting down Interstate 405, a
major freeway, during peak rush-hour traffic, burning 400 acres, destroying 6 houses, and
damaging12 additional homes in the Bel-Air neighborhood.!? According to Cal Fire, there is an
average of 103 wildfires per year caused by illegal open fires, which include homeless warming
fires, cooking fires and encampment fires. The number attributed to homeless camps is not
officially tracked. Yet, these scenarios represent realistic vulnerabilities for our county as well.

11 Associated Press (December 2, 2017). San Diego Opens Homeless Tents to Fight Hepatitis Outbreak.

12 Medina, J. (December 12, 2017). Los Angeles Fire Started in Homeless Encampment, Officials Say. The New
York Times.

10
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Together, the direct, indirect, and hidden costs of homelessness illustrate that while investment in
housing and homeless services is costly, it is also costly not to make the investment—both in
terms of dollars spent, quality of life, and human dignity.

The costs of homelessness are hard to pin down because they are embedded in the
budgets of numerous agencies, jurisdictions and private organizations. There are also
many “hidden” or undocumented costs of homelessness, such as volunteer time, social
costs and the work hours of public employees. Resources dedicated to homelessness
come from nonprofits, and federal, state, and local governments.

o

Since 2014, the City of Salinas spent over $5 million on homeless services, including
warming shelters, affordable housing projects, and periodic “sweeps”. These
expenditures are supported by federal, state, and local revenue as well as private
funding.

On February 7, 2018 Monterey County became the latest county in the state to
declare Hepatitis A outbreak among the homeless population residing within the
county.

The City of Salinas, allocates $300,000 per year for cleanups or “sweeps”. Last year,
costs ran $338,000 and are expected to be higher this year due to the Hepatitis A
outbreak. The full cost of “sweeps” is not always accounted for in terms of public
servants’ time and displacement of the homeless. They are disruptive to the homeless
leaving them vulnerable to the elements and to losing their possessions.

The public health concerns with the outbreak is the challenge of vaccinating the
homeless, the need to vaccinate an array of public service workers, and the potential
of spreading to other populations, particularly gay men.

Several community initiatives demonstrate ongoing public concern about problems
related to homelessness and housing insecurity.

o Housing Options Meaningful to Elders (HOME) is a new collaborative. HOME

convened ‘A Call to Action!’ summit on Sept. 15, 2017 in an effort to brainstorm
solutions to address the effects of the area’s severe housing shortage on seniors and
disabled residents. The goal of the group of nonprofit, government, and private
leaders and invited policymakers is to develop an actionable plan toward housing
solutions in Monterey, San Benito, and Santa Cruz counties.

Monterey County Housing and Homeless Summit and Seaside Housing 101 Forum.

In 2016, The Monterey Bay Economic Partnership (MBEP) launched a housing

11
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initiative to form a regional coalition of organizations to promote affordable housing
.development through advocacy and the establishment of a housing trust.

o In 2016 the Community Foundation for Monterey commissioned the Fund for
Homeless Women report, “Assessment of the Homeless Women on the Monterey
Peninsula”3, in order to document women’s homelessness causes, needs, and existing
challenges, local policy considerations, and to craft recommendations.

o Several industry leaders have taken it upon themselves to provide dignified housing
options for their employees, including the Tanimura & Antle housing facility, the
Nunes Company project, and the Pebble Beach Company’s $8 million project for 24
units of 100% affordable employee housing.

Monterey County struggles with similar barriers faced by other communities trying to make
headway in the fight against homelessness. There are common themes expressed by public
frustrations within communities that have not been able to alleviate homelessness even when
they seem to have “done everything right” with respect to designating revenue, initiating
partnerships, and assigning administrative bodies to allocate resources. Two specific
impediments to progress are public push-back on individual projects due to NIMBYism and not
having a strong enough governing body with “the-buck-stops-here” level of authority. Both these
problems relate directly to the comment the Jury heard most often throughout our county, which
is that we lack the political will to take the long-view and address homelessness strategically.

Political will is an expression for government’s firm intention, commitment, and ability to carry
out policy, particularly if the objectives of that policy are not popular or are difficult to achieve.
No individual politician or jurisdiction is inclined to stand alone or undertake more than is
required by immediate needs or interests. This is a difficult, but common, problem that gets in
the way of responding to complex public problems that involve many jurisdictions and agencies.

= Political will for any kind of change, like addressing homelessness, takes intention and
requires:

o The inclusion and involvement of all parties who have the power to make or block
decisions necessary to meet goals

o Agreement about the nature of the problem and its importance

13 Homeless Women on the Monterey Peninsula ht_tgs://www.cﬁnco.org[v_vp-contentiugloadleO16/10/F HW-2016-
Full-Report FINAL_web.pdf
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o Decision-makers who are committed to the problem and not in conflict with interests
of their own agencies or jurisdictions

o Agreement on a plan and action-steps that need to be taken.!4

Thus, marshalling sufficient political will to change homelessness means a strong governing
body is important not only to secure agreements necessary to get things done, but also to allay
fears and gain support.

In sum, there is evidence that the problem of homelessness affects a greater number of Monterey
County residents than documented in the homeless census. The County has many people and
organizations dedicated to serving the homeless and has established a CoC framework to
coordinate housing services. However, there is no government, agency or inter-governmental
entity that has ultimate authority for the goals identified in Monterey County’s 2010 strategic
plan to end homelessness. The complexity of homelessness requires long-range committed
regional planning in addition to coordinated social services. Political leadership is required for
the higher-level decisions and policy actions needed to meaningfully address homelessness,

FACTS

(1) There is more than one definition of homelessness. The extent of homelessness in
Monterey County depends on how homelessness is defined.

(2) 'There is a large discrepancy between the number of homeless reported by the 2017
Homeless Census and the Monterey County Office of Education. According to the census,
the total homeless population is 2,837. According to the Monterey County Office of
Education, there are 6,278 homeless students in the public-school system.

(3) The County does not have an official count of the total homeless population based on the
broader Monterey County Office of Education definition of homelessness.

(4) Addressing homelessness is a complex—politically and logistically—challenging public
problem.

(5) There are many costs associated with homelessness both when we choose to invest
proactively in preventative measures or react to homeless-related problems as they occur.

14 For more on defining and measuring political will: hitps://www.vox. com/2016/2/17/1 1030876/political-will-
. | . -

definitionhttp://www.charn itl i
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Informal governance councils and/or nonprofit Continuum of Care administrators do not
have the political sway or authority to secure political commitments, coordinate policy, or
act on State housing bills.

At the end of 2017, the California legislature passed 15 bills aimed at addressing housing
affordability & shortages. Together, the bills provide funding, make building easier,
strengthen requirements for local planning, and impose fines for communities that do not
address their portion of the housing shortage.

Monterey County has no county-level government agency dedicated to addressing
homelessness. No joint county-city governing body has been formed or charged with
overseeing homelessness.

The Lead Me Home Leadership Council (Leadership Council) is the only formal leadership
body with political representation that oversees homelessness for Monterey County. Its
structure was updated in 2017 to include some elected officials. Given its current
composition, the council is not subject to the Brown Act (1953), which compels public
access to meetings.

The structure of the Leadership Council does not give it the authority to enforce decisions
or encourage public accountability. It is not legally required to hold public meetings, post
meeting agendas, or publicly report goals and progress on goals.

The Leadership Council convened in 2009 to develop Lead Me Home: the 2010, 10-year
strategic plan to end homelessness in Monterey and San Benito Counties (Strategic Plan). It
operates within the Coalition for Homeless Service Providers, which is a 501(c)3 nonprofit
organization.

The Strategic Plan to end homelessness has not been fully implemented. There is no
budget associated with the Strategic Plan that ties resources to goals. The Strategic Plan has
never been evaluated.

The current purpose and goals of the Leadership Council are unclear. The Leadership
Council does not have a clearly defined purpose and goals specific to ending homelessness
as initially set forth by the council in its 2010 Strategic Plan.

The Coalition of Homeless Service Providers is a small 501(c)3 nonprofit organization
with four employees. Its purpose is to secure federal & state funding and to administer the
Continuum of Care for Monterey and San Benito Counties.

The Coalition of Homeless Service Providers does not make its budget available to the
public. It also does not post its IRS Form 990 (nonprofit tax filing) or annual report on its
website.

14
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(16) There is no “line-item™ in the budgets of County departments or cities to denote resources
and/or expenditures associated with addressing homelessness.

FINDINGS

F1. Homelessness is a bigger problem in the County than the biennial homeless census would
suggest.

F2.  The County’s homeless problem has the potential to get worse if we do not invest in
accessible housing solutions. Growing housing insecurity will only increase demand on our
underfunded, over-stressed public services.

F3. The County’s strategy for addressing homelessness needs a clearer focus, accountable
leadership, and enhanced capacity.

F4. Structuring the Continuum of Care administrator as a 501(c)3 nonprofit organization is
conducive to securing funding and coordinating homeless services. However, a nonprofit
organization cannot establish public policy and planning needed to end homelessness.

F5.  The County has unofficially established the Coalition of Homeless Service Providers as the
central organization for addressing homelessness. Making any non-profit the center of
homeless solutions effectively creates the perception there is governmental leadership
when there is, in fact, no formal political leadership. This arrangement provides elected
officials with a way to avoid accepting political responsibility for addressing homelessness.

F6. The Coalition of Homeless Service Providers is a small nonprofit that does not have
sufficient capacity to administer the County’s strategic plan to end homelessness and its
continuum of care for both Monterey and San Benito counties. It does not provide political
leadership to coalesce public support and government commitments around a concrete
action-plan to end homelessness.

F7. 'The composition of the Leadership Council and its location within the Coalition of
Homeless Service Providers has affected the focus of the leadership council, The
Leadership Council’s critical opportunity of generating and executing a strategic plan to
end homelessness has narrowed to providing oversight of the Continuum of Care.

F8. The structure of the Leadership Council does not provide authority to design and execute a
regional plan to end homelessness, and it does not support full public accountability for
meeting stated targets.

F9. Political leadership is necessary to secure public support, enact policy and planning
decisions that capitalize on state legislation, and execute a regional homeless plan.

15
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F10. Government decision-making is essential for making choices about resource commitments.

F11. To meaningfully change the course of homelessness and housing insecurity, there must be
a regional approach to homelessness and the creation of a new governing body with the
power to oversee implementation of the plan.

F12. The strategic plan to end homelessness serves as an informal guide rather than a definitive
regional plan. It needs to be updated and fully implemented.

RECOMMENDATIONS

R1. Elected County and City officials should provide government leadership to address
homelessness.

R2. The County and its Cities should form an accountable leadership body that has the power to
oversee a regional approach to ending homelessness and address housing insecurity in
Monterey County.

R3. The County and its Cities should enter into a binding, enforceable agreement, such asa
Memorandum of Agreement, to secure commitment to the plan and ensure responsibilities
of each jurisdiction.

R4. The Lead Me Home Leadership council should clearly define its purpose and goals.

R5. There should be a clear distinction between governance of the Continuum of Care—as an
integral part of the broader strategic plan— and the leadership body charged with
implementing a regional strategic plan to end homelessness.

R6. Ifthe County effectively exerts control of Coalition for Homeless Service Providers
through the Leadership Council, then the County should clearly define the purpose and role
of the Coalition for Homeless Service Providers. It also follows that the Coalition for
Homeless Service Providers should be adequately funded and staffed in proportion to its
level of responsibilities with respect to securing resources and performing services for the
county.

R7. The newly created regional leadership body (see R2) should update and implement a
regional strategic plan to end homelessness by defining its purpose, goals and assessments
to measure and track progress.

R8. The strategic plan should be revisited annually using outcome measurements to evaluate
and adjust strategies for meeting goals.
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R9. Reports that assess which goals are, or are not, being met should be generated and made
publicly available.

R10. The new regional leadership body should produce a transparent consolidated budget to
maximize resources and identify expenditures. All municipalities should demonstrate their
commitment to the regional plan to end homelessness in an equitable, or proportionate,
manner.

17
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REQUEST FOR RESPONSES

Pursuant to Penal Code section 933.05, the grand jury requests responses as follows:
From the following governing bodies:

s Monterey County Board of Supervisors: F1-12; R1-10

# City of Carmel: F1-12; R1-10

m City of Gonzales: F1-12; R1-10

m City of Greenfield: F1-12; R1-10

s City of Pacific Grove: F1-12; R1-10

s City of Marina: F1-12; R1-10

= City of Monterey: F1-12; R1-10

m City of Salinas: F1-12; R1-10

m City of Seaside: F1-12; R1-10

= Sand City: F1-12; R1-10

m  City of Soledad: F1-12; R1-10

= King City: F1-12; R1-10

INVITED RESPONSES

The Coalition of Homeless Service Providers: F2, F9, F11, F12; R2, R7

Reports isseed by the Grand Jury do not identify individuals interviewed. Penal Code section 929 requires that reports of the
Grand Jury not contain the name of any person or facts leading to the identity of any person who provides information to the
Grand Jury.
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CITY OF SEASIDE Item No.: 8.E.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Abdul Pridgen, Police Chief

Nick Borges, Deputy Police Chief
Travis Foster, Assistant Finance Director

DATE: September 6, 2018

SUBJECT: APPROVE A RESOLUTION AUTHORIZING THE PURCHASE OF
TWO POLICE DETECTIVE VEHICLES FOR A NOT TO EXCEED
COST OF $52,354.89

PURPOSE & RECOMMENDATION

That the City Council approve the purchase of two vehicles for Seaside Police detectives with
all the necessary aftermarket equipment at a cost not to exceed $52,354.89.

BACKGROUND

Operationally, the Seaside Police Department assigns an unmarked sedan for each Seaside
detective. Seaside detectives respond to major incidents involving robberies, homicides, sexual
assaults, violent assaults and a variety of other significant incidents. Our detectives have
historically been issued an unmarked sedan with Code 3 features. Code 3 features include red
and blue lights and a siren. Our current fleet for detectives include 3, 2002 Ford Taurus’s. Each
Taurus is outdated and in need of replacement.

The Seaside Police Department received three bids for the 2018 Chevrolet Malibu LS and
received the following quotes:

Peninsula Chevrolet(Seaside dealership):$21,557.82 (Lowest bid)
My Chevrolet(Salinas dealership):$21,974.06
Gilroy Chevrolet (Gilroy dealership) $24,786.74

After market equipment is necessary to adequately outfit the purchased vehicles to have
emergency lights and sirens. After market equipment includes police lights, sirens, console
controls and mandated gun locks/mechanisms. The business most recently used for the Seaside
Police and Fire Department was Emergency Vehicle Specialists, Inc (EVS). EVS is located in
Hollister, California and familiar with providing aftermarket equipment to peninsula agencies.
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Meeting Date: September 6, 2018

The total cost for aftermarket equipment would be $8,406.77 (See Attachment B).

FISCAL IMPACT

Vehicle purchases: $43,115.64 (two vehicles)
After Market equipment: $8,406.77

Total fiscal impact:

FY 18/19: $51,522.41 from the $265,000 budget in account 100-6120-8187 Department
Equipment.

ATTACHMENTS
1 Draft Resolution
2 Vehicle Quotes

Reviewed for Submission to the
City Council by:

/?
4

Craig Malin, City Manager

Item No. 8.E. Page 2 of 2
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RESOLUTION NO. 18-
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SEASIDE

TO APPROVE AND ACCEPT A BID NOT TO EXCEED $52.354.89 TO
PURCHASE TWO VEHICLES WITH AFTERMARKET EQUIPMENT FOR POLICE
INVESTIGATORS

WHEREAS, the City of Seaside approves the purchase of two vehicles used for the
police detectives not to exceed $52,354.89;

WHEREAS, the City Council provided conceptual approval and funding for the vehicle
purchases with the approval of the 2018/2019 Fiscal Year Budget;

WHEREAS, the vehicles will be used by police detectives in their day-to-day
transportation needs and requirements governed by the City of Seaside Vehicle Use Policy;

WHEREAS, the vehicles will fall under the City of Seaside’s vehicle insurance coverage;

NOW, THEREFORE, BE IT RESOLVED that the City Council does hereby approve the
purchase of two police detective vehicles with aftermarket equipment, not to exceed $52,354.89.

PASSED AND ADOPTED at a regular meeting of the City Council of the City of
Seaside duly held on the 6" day of September by the following vote:

AYES: COUNCIL MEMBERS:
NOES: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:

Ralph Rubio, Mayor
City of Seaside
ATTEST:

Lesley Milton-Rerig, City Clerk
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Nicholas Borges - RE: Quote

Page 1 of 1

From:  Djibrill Rashid <drashid@peninsulaauto.com>
To: Nicholas Borges <NBorges(@ci.seaside.ca.us>

Date: 8/17/2018 11:14 AM
Subject: RE: Quote

THE SALES PRICE WILL BE $19,618 PLUS $1,822.07 FOR SALES TAX PLUS $80 DOC AND ELECTRONIC FILING FEE

GIVES YOU AN OUT THE DOOR OF $21557.82

Djibrill Rashid — Sales Manager
Peninsula Auto Group
Peninsula Chevrolet Cadillac
Peninsula Hyundai

4 Heitzinger Plaza

Seaside, CA 93955

(831) 394-6741 - Direct

(831) 392-0935 — Fax
drashid@peninsulaauto.com

From: Nicholas Borges [mailto:NBorges@ci.seaside.ca.us]
Sent: Friday, August 17, 2018 9:05 AM

To: Djibrill Rashid <drashid @peninsulaauto.com>
Subject: Quote

I will need to submit by this afternoon..

Nick Borges

Deputy Chief

Seaside Police Department
(831) 899-6748 x6892
nborges@ci.seaside.ca.us

file:///D:/Users/mborges/AppData/Local/Temp/XPgrpwise/SB76 AE04COSIS PO1001307... pa S L H20
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Seaside Police Department August 3, 2018
Attn: Cmdr. Nick Borges

CHEVROLET Quote for 2018 Chevrolet Malibu 1LS sedan:

Drivetrain: 1.5L 4-cylinder and 6-speed automatic
Colors: White or Silver exterior color with black cloth seats

Options: Cargo net

$19,999.00 - sale price before tax and fees
$80.00 - doc fee
$1,857.31 — 9.25% Seaside sales tax
$29.00 - electronic filing fee
$8.75 — tire tax

$21,974.06 — Total cost, per unit

We have two identically built 2018's in stock; one white and one
silver. These are retail units and subject to sale at any time.
Please let me know ASAP if you want one or both of these so | can
put a hold on them while you work on getting a purchase order.

Thank you for the opportunity to provide this quote for your
consideration. Please let me know if you have any questions or if
you need any additional information.

m /lw;fw

Denis Greathead, Government Fleet Sales Manager

MY Chevrolet / MY Jeep-Chrysler-Dodge-Ram / MY Nissan-Kia
400 Auto Center Circle

Salinas, CA 93907

831-320-6519

831,758.6464

Fax 831.757.9532

444 Auto Center Circle #A
Salinas, CA 93907

www.mycars.com
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National Auto Fleet Group

A division of Chevrolet of Watsonville
490 Auto Center Drive, Watsonville, CA 95076
855 BUY-NJPA 626-457-5590
855 289-6572 626-457-5593

August 10, 2018

Mr. Nick Borges

Seaside Police Department

440 Harcourt Avenue, Downstairs
Seaside CA 93955

Delivery Via Email

Dear Mr. Borges,

In response to your inquiry, we are pleased to submit the following for your consideration:

National Auto Fleet Group will sell, service and deliver at Seaside, new/unused 2018 Chevrolet
Malibu L Sedans responding to your requirement with the attached specifications for:

2018 Chevrolet Malibu 22,562.00
Sales Tax 2,086.99
Delivery 129
Tire Tax 8.75
Total 24,786.74

These vehicles are available under the Sourcewell Contract # 120716 formally known as NJPA
master vehicle contract# 120716.

This unit is currently in inventory and is subject to prior sale.
Terms are net 30 days.

National Auto Fleet Group welcomes the opportunity to assist you in your vehicle requirements.

™ -
7 \a\LL,_e___ K &AL.Z.__,Q

John Oviyach

National Law Enforcement Account Manager
National Auto Fleet Group

Wondries Fleet Group

) 4 NISSAN“J
T 'K—_;

e
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emergency

vehicle specialists, inc.

QUOTATION

Quote Number: 2517

300 Park Center Drive, Hollister, CA 95023 S:;: Ciater ?ug 1612018
830 Ricardo Court, San Luis Obispo, CA 93401
Phone: 831-634-1600
Fax: 831-634-1602
Quoted To: Ship To:
Seaside Police Department Seaside Police Department
Attn: Accounts Payable Attn: Accounts Payable
440 Harcourt Ave. 440 Harcourt Ave.
Seaside, CA 93955 Seaside, CA 93955
Customer ID Good Thru Payment Terms Shipping Sales Rep
00165 9/15/18 Net 30 Days Customer Pickup Aaron Kakebeen
Qty Item Description Unit Price Amount
2.00 | ALPHASL Whelen Alpha Remote Siren Amplifier 202.40 404.80
2.00 | ALPHAS Whelen Control Switch 30 Amp 78.40 156.80
2.00 [C3100U Code 3 Siren Speaker & Bracket Universal 205.35 410.70
2.00 | MR6-B Code3 MRG6 Blue Surface or Flush with Grommet 85.19 170.38
2.00 | MR6-R Code3 MR6 LED Red Surface or Flush with Grommet 85.19 170.38
2.00 | AVC21RB Whelen Dual Avenger Il Solo Red/Blue - Mount in upper windshield 284.80 569.60
2.00 [AVBKTSD Whelen Headliner Mounting Bracket, Adjustable, for Dual Avenger® 20.40 40.80
Il Series Only
2.00|VR Coded Hide-a-Blast™, Vibrant™ VHAL, 6LED, 12/24v, RED 64.54 129.08
2.00|VB Code3 Hide-a-Blast™, Vibrant™ VHAL, 6LED, 12/24v, BLUE 64.54 129.08
2.00 | ROOF-FT-NITI-M 136-1000Mhz STI-CO Whip Roof Mt NMO Antenna only 49.00 98.00
2.00 | TK1167IMP14 Setina Trunk Tray Aluminum with Lid and Lock, 14-18 Impala 365.75 73150
2.00 |GK10251STHK Setina Single T-Rail Trunk Tray Mount Small, Handcuff Key Ovemride 192 .54 385.08
2.00 |CH8.1.20 911 Circuits 8 Circuit Fuse Block w/ Circuit Breaker 352.82 705.64
2.00 [INSTALL KIT Install Kit 125.00 250.00
2.00|SL Shop Labor 1,800.00 3,600.00
2.00 | IBFC In-Bound Freight Charge 65.00 130.00
- (2) 2018 Chevy Malibu. Purchase and install items listed along with
customer supplied radio.
By signing this document | acknowledge that | have carefully examined the details and have found it to conform to my Subtotal 8,081.84
order spedifications and accept full ownership of the products and all associated responsibility, | assume responsibility
for any required shipping charges, even when omitted from my purchase order. Upon approval, equipment & parts will Sales Tax 32493
be invoiced at the time of order payment due within the above terms unless preapproved in wirting. Installation will be :
billed seperately at completion. 20% restocking fee for cancellation of order or return of parts within 30 days. Freight
TOTAL 8,406.77
Accepted By Print
Title Date i s S
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Honorable Mayor and City Council September 6, 2018
RESOLUTION APPROVING THE ACCEPTANCE OF A BID PROPOSAL AND
AUTHORIZATION TO PURCHASE TWO DETECTIVE VEHICLES WITH
AFTERMARKET EQUIPMENT

1 of 3 current detective vehicles
= W - e,

e R

VEHICLE EVALUATION

In selecting a new detective vehicle multiple key aspects were assessed:

Reliability

Efficiency
Environmentally friendly
Safety

Fuel-efficiency

Cost

Sk b=

Three highly acclaimed midsized sedans were narrowed; 2018 Ford Fusion, 2018 Chevrolet
Impala and the 2018 Chevrolet Malibu LS. After a review, the Chevrolet Impala and the
Chevrolet Malibu achieved the key aspects desired. The Chevrolet Malibu was found to be one
of the most fuel-efficient midsize sedans. The Chevrolet Malibu was also less expensive than the
Chevrolet Impala. A hybrid was considered, however, the additional cost (average of $5-7k) did
not outweigh the overall benefits of standard model. The Chevrolet Malibu fuel efficiency
outrivaled the other standard options assessed.

VEHICLE RECOMMENDATIONS

Based on the entirety of factors assessed and the needs our detectives require, the 2018 Chevrolet
Malibu LS was selected.
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Honorable Mayor and City Council September 6, 2018
RESOLUTION APPROVING THE ACCEPTANCE OF A BID PROPOSAL AND
AUTHORIZATION TO PURCHASE TWO DETECTIVE VEHICLES WITH
AFTERMARKET EQUIPMENT

Courtesy Google.com

The Seaside Police Department received three bids for the 2018 Chevrolet Malibu LS and
received the following quotes:

Peninsula Chevrolet (Seaside dealership): $21,557.82 (Lowest bid)
My Chevrolet (Salinas dealership): $21,974.06
Gilroy Chevrolet (Gilroy dealership) $24,786.74

Peninsula Chevrolet had the lowest bid.

AFTER MARKET EQUIPMENT

After market equipment is necessary to adequately outfit the purchased vehicles to have
emergency lights and sirens. After market equipment includes police lights, sirens, console
controls and mandated gun locks/mechanisms. The business most recently used for the Seaside
Police and Fire Department was Emergency Vehicle Specialists, Inc (EVS). EVS is located in
Hollister, California and familiar with providing aftermarket equipment to peninsula agencies.
The total cost for aftermarket equipment would be $8,406.77 (See Attachment B).

DISCUSSION

Replacing the existing vehicles (2) is a necessity that facilitates our current staff to perform their
unique task as police detectives.
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CITY OF SEASIDE Item No.: 10.A.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Daphne Hodgson, Deputy City Manager Administrative Services
DATE: September 6, 2018

SUBJECT: A JOINT PUBLIC HEARING OF THE CITY COUNCIL AND THE
FINANCING AUTHORITY ON THE PROPOSED ISSUANCE OF
BONDS BY THE FINANCING AUTHORITY TO ASSIST THE CITY
IN FINANCING THE COSTS OF THE CUTINO PARK
IMPROVEMENT PROJECT

AND

ADOPTION BY THE CITY COUNCIL OF A RESOLUTION MAKING
A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN CONNECTION
WITH THE SALE AND ISSUANCE OF CITY OF SEASIDE JOINT
POWERS FINANCING AUTHORITY LEASE REVENUE BONDS
(CUTINO PARK IMPROVEMENT PROJECT), SERIES 2018,
APPROVING AS TO FORM AND AUTHORIZING THE EXECUTION
AND DELIVERY OF CERTAIN DOCUMENTS IN CONNECTION
WITH THE SALE AND ISSUANCE OF SAID BONDS, AND
AUTHORIZING RELATED MATTERS

AND

ADOPTION BY THE FINANCING AUTHORITY OF A RESOLUTION
ACKNOWLEDGING A FINDING OF SIGNIFICANT PUBLIC
BENEFIT IN CONNECTION WITH THE ISSUANCE OF ITS LEASE
REVENUE BONDS (CUTINO PARK IMPROVEMENT PROJECT),
SERIES 2018; AUTHORIZING THE SALE, ISSUANCE AND
DELIVERY OF SAID BONDS; APPROVING AS TO FORM AND
AUTHORIZING THE EXECUTION AND DELIVERY OF CERTAIN
DOCUMENTS IN CONNECTION THEREWITH; AND
AUTHORIZING RELATED MATTERS

PURPOSE & RECOMMENDATION
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Meeting Date: September 6, 2018

Approval by the City Council and the Financing Authority of the respective resolutions would
authorize the issuance of Lease Revenue Bonds by the Financing Authority in an estimated
amount of $5.4 million, subject to limiting parameters contained in the resolutions, to assist the
City in financing the costs of the Cutino Park Improvement Project in accordance with the
design plans previously approved by the City Council on July 5, 2018, as well as authorize the
execution of financing documents for the bonds. It is recommended that the City Council and
the Financing Authority adopt the proposed resolutions after holding a joint public hearing.

BACKGROUND

Cutino Park is a multi-use park situated between San Pablo Avenue and La Salle Avenue east of
Noche Buena Street adjacent to the Boys and Girls Club. Originally established in 1967, Cutino
Park is one of the most heavily used parks in the City. Existing facilities at the site include a
lighted youth baseball field, spectator seating, concession and restroom building, storage
building, basketball court, handball court, playground area, concrete fountain, picnic and
barbeque areas and paved pathways. The City is undertaking the Cutino Park Improvement
Project for better community use, code compliance, and sustainability of Cutino Park.

On December 14, 2016, the City Council authorized $200,000 for the preliminary design of the
Cutino Park Improvement Project. In September 2017, the City held a community meeting on
the proposed project. On December 21, 2017, the City Council approved the 30% design and
directed staff to proceed with finalizing the design for the multi-use field and skate park. In
accordance with the California Environmental Quality Act (CEQA), Notice of Exemption was
filed with the Monterey County Clerk on January 23, 2018. The proposed project consists of
repairs, maintenance, and minor alterations to the existing public park facility and reorganizing
and renovating existing on-site amenities to increase Americans with Disabilities Act (ADA)
accessibility and provide increased security. The proposed project does not increase the size of
the park. On July 5, 2018, the City Council approved the final design plans for Phase 1
Improvements for Cutino Park, relating to the multi-use field, skate park, and ADA
improvements described below.

The Financing Authority was created by the City and the former Redevelopment Agency
pursuant to a Joint Exercise of Powers Agreement, dated as of April 1, 1988 for the purpose of
assisting the City and the former Redevelopment Agency to finance and refinance public capital
projects. To provide such assistance, from time to time the Financing Authority may issue its
bonds, may enter into leasing arrangements with the City, or may purchase bonds on a
negotiated basis from the City, all as authorized under the Joint Exercise of Powers Act
(Government Code Section 6500 et seq.). Most recently, in 2006 the Financing Authority
assisted the City with the financing of certain capital improvements to the irrigation system of
the City’s Bayonet and Black Horse Golf Courses.

The issuance by the Financing Authority of lease revenue bonds (the “Bonds” or “Cutino Park
Bonds”) to finance the costs of the Cutino Park Improvement Project pursuant to the attached
Resolutions is expected to result in significant public benefits to the constituents of the City,
including more efficient delivery of City park and recreation services. The proposed
improvements to Cutino Park to be financed from proceeds of the Bonds consist primarily of
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field renovations to incorporate synthetic turf for multi-use sport activities, a new skate park,
new fencing, pathway lighting, park entrance signage, and all related site preparation work. The
City also has secured federal Community Development Block Grant (CDBG) funding, which
the City expects to expend on the following improvements for Cutino Park: ADA upgrades for
pathways, entrances, and viewing areas; and bleachers and drinking fountain improvements.

The construction contract for the improvement work currently is estimated to be brought before
the City Council for award on October 18, subsequent to completion of the issuance of the
Bonds. Construction is projected to commencein late 2018 and to be completed within
approximately six months.

The Cutino Park Bonds are structured to be payable from and secured by semi-annual lease
payments made by the City to the Financing Authority (and assigned to the bonds trustee),
which are calculated to be sufficient to pay debt service on the Bonds. Under the financing
documents, the City will covenant to include the necessary appropriations in its annual budget to
make the semi-annual lease payments from the City’s General Fund. The proceeds of the Bonds
are, in effect, used by the Financing Authority to acquire an interest in Cutino Park, which is
then leased back to the City, and the City uses the bond proceeds to pay for improvements to the
park. There is no lien upon or pledge of any particular revenues received by the City for the
lease payments.

The financing documents do not require or contain any mortgage or deed of trust. Therefore,
there is no remedy of foreclosure on the leased property in the event of default under the
financing documents, and there is also no remedy of acceleration of lease payments. Rather, the
stated remedy in the event of default is to compel compliance through court proceedings or to
re-lease the leased property. S&P Global Ratings has assigned its “AA-" long-term rating to the
Cutino Park Bonds. The Bonds will be issued as fixed rate bonds. The investors in the Bonds
are expected to be institutional investors, such as mutual funds and banks, but may also include
retail investors, which include individual investors and family trusts. Information regarding the
City’s General Fund and related risks are disclosed to investors in the offering document for the
Cutino Park Bonds (i.e., Preliminary Official Statement).

Copies of the documents relating to the Cutino Park Bonds and being approved by the attached
Resolutions are available for inspection and review in the office of the City Clerk and Authority
Secretary: Trust Agreement, Property Lease, Lease Agreement, Assignment Agreement, Bond
Purchase Agreement, Preliminary Official Statement, and Continuing Disclosure Agreement.
They are also avaialable on the City website here: http://www.ci.seaside.ca.us/667/City-Council-
Presentations

FISCAL IMPACT

The following are the good faith estimates from the City’s underwriter pursuant to SB 450
(effective, January 1, 2018):

(A) The true interest cost of the Cutino Park Bonds is estimated at 3.49% per annum.

(B) The finance charge of the Cutino Park Bonds (i.e., the sum of all fees and charges paid to
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third parties) is estimated to be $239,590.

(C) Proceeds from the sale of the Cutino Park Bonds, less the finance charge of the Bonds
described in item (B), are estimated to be $4,865,000.

(D) The total payment amount (i.e., the sum total of all debt service payments on the Cutino
Park Bonds) is estimated to be $7,426,185.

The 2018-2019 Adopted Budget includes the payments for the proposed debt issuance.

ATTACHMENTS

1. City Resolution for Seaside 2018 Cutino Park Bonds
2. Authority Resolution for Seaside 2018 Cutino Park Bonds
3. Preliminary Official Statement for Seaside 2018 Cutino Park Bonds

Reviewed for Submission to the
City Council by:

Craig Malin, City Manager
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SEASIDE
MAKING A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN
CONNECTION WITH THE SALE AND ISSUANCE OF CITY OF
SEASIDE JOINT POWERS FINANCING AUTHORITY LEASE
REVENUE BONDS (CUTINO PARK IMPROVEMENT PROJECT),
SERIES 2018, APPROVING AS TO FORM AND AUTHORIZING THE
EXECUTION AND DELIVERY OF CERTAIN DOCUMENTS IN
CONNECTION WITH THE SALE AND ISSUANCE OF SAID BONDS,
AND AUTHORIZING CERTAIN OTHER MATTERS RELATING
THERETO

RECITALS:

WHEREAS, the City of Seaside Joint Powers Financing Authority (the “Authority”) is a
joint powers authority duly organized and existing under and pursuant to Articles 1 through 4
(commencing with Section 6500) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the “Act”) and that certain Joint Exercise of Powers Agreement, dated as of
April 1, 1988, as amended by that certain Amendment No. 1, dated as of May 4, 2006, each by
and between the City and the Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”), and as further amended by that certain Amendment No. 2, dated as of
July 1, 2018, by and among the City, the Successor Agency to the Redevelopment Agency of the
City of Seaside, as the successor to the Former Redevelopment Agency (the “Successor
Agency”) by operation of law, and the Parking Authority of the City of Seaside (the “Parking
Authority”) (pursuant to which Amendment No. 2, the Parking Authority was added to the
Authority as a member and the Successor Agency withdrew from the Authority); and

WHEREAS, the Authority is authorized pursuant to Article 4 of the Act to issue bonds
for the purpose of financing and refinancing public capital improvements; and

WHEREAS, the Authority has proposed to sell and issue City of Seaside Joint Powers
Financing Authority, Lease Revenue Bonds (Cutino Park Improvement Project), Series 2018 (the
“Cutino Park Bonds™) to be issued and secured pursuant to Trust Agreement (as defined herein);
and

WHEREAS, a portion of the proceeds from the sale of the Cutino Park Bonds will be
applied to assist the City with the financing of the acquisition, construction, improvement,
rehabilitation, and renovation of the public park facilities on, within, and for the City public park
known as Cutino Park (the “Project”), located at the corner of San Pablo Avenue and Noche
Buena Street; and

WHEREAS, in connection with the issuance of the Cutino Park Bonds, it is proposed that
the Authority will enter into a Property Lease (as defined herein), under which the Authority will
lease certain public facilities (the “Property”) from the City, and a Lease Agreement (as defined
herein), under which the City will sublease the Property from the Authority and make rental
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payments, calculated to be sufficient to allow the Authority to pay debt service on the Cutino
Park Bonds; and

WHEREAS, on July 19, 2018, the City Council approved a local debt policy (the “Local
Debt Policy”) in furtherance of Section 8855(i) of the California Government Code, as amended
by SB 1029, enacted as Chapter 307, Statutes of 2016; and

WHEREAS, pursuant to Section 6586.5 of the California Government Code, after notice
duly published in accordance with law, the City Council of the City (the “City Council”) held a
public hearing on this date with respect to the proposed financing;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SEASIDE DOES
HEREBY RESOLVE, DETERMINE AND ORDER AS FOLLOWS:

Section 1. Recitals. The above recitals, and each of them, are true and correct.

Section 2. Local Debt Policy. The City Council hereby determines that (a) the Local
Debt Policy is consistent with the requirements of Government Code Section 8855(i), and (b) the
proposed Cutino Park Bonds to be issued in accordance with the parameters set forth in the
resolution of the Authority Board approving such issuance (which resolution is on file with the
City Clerk in connection with the public hearing) and in this Resolution are consistent with the
Local Debt Policy.

Section 3. Approval of Financing. The City Council hereby finds that the
Authority’s issuance of the Cutino Park Bonds to assist the City with the financing of the Project
will result in significant public benefits to the constituents of the City, including more efficient
delivery of City services to its residential and commercial development. The City Council
hereby approves the issuance of the Cutino Park Bonds.

Section 4. Property Lease. The Property Lease (the “Property Lease”), proposed to
be entered into by and between the City and the Authority, in the form on file in the office of the
City Clerk, is hereby approved. Each of the Mayor (or in his absence, the Mayor Pro Tem) and
the City Manager (each, an “Authorized Officer”) is hereby authorized and directed, for and in
the name and on behalf of the City, to execute and deliver the Property Lease in substantially
said form, with such changes therein as the Authorized Officer executing the same may approve
(such approval to be conclusively evidenced by such Authorized Officer’s execution and
delivery thereof).

Section 5. Lease Agreement. The Lease Agreement (the “Lease Agreement”),
proposed to be entered into by and between the Authority and the City, in the form on file in the
office of the City Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the City, to execute and deliver the
Lease Agreement in substantially said form, with such changes therein as the Authorized Officer
executing the same may approve (such approval to be conclusively evidenced by such
Authorized Officer’s execution and delivery thereof).

Section 6. Trust Agreement. The Trust Agreement (the “Trust Agreement”),
proposed to be entered into by and among the City, the Authority, and U.S. Bank National
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Association, as Trustee, in the form presented and on file in the office of the City Clerk, is
hereby approved. Each Authorized Officer, acting singly, is hereby authorized and directed, for
and in the name and on behalf of the City, to execute and deliver the Trust Agreement in
substantially said form, with such changes therein as the Authorized Officer executing the same
may approve (such approval to be conclusively evidenced by such Authorized Officer’s
execution and delivery thereof).

Section 7. Continuing Disclosure Agreement. The Continuing Disclosure Agreement
(the “Continuing Disclosure Agreement”), proposed to be entered into by and between the City
and Urban Futures, Inc., as Dissemination Agent, in the form on file in the office of the City
Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby authorized and
directed, for and in the name and on behalf of the City, to execute and deliver the Continuing
Disclosure Agreement in substantially said form, with such changes therein as the Authorized
Officer executing the same may approve (such approval to be conclusively evidenced by such
Authorized Officer’s execution and delivery thereof).

Section 8. Bond Purchase Agreement. The Bond Purchase Agreement (the “Bond
Purchase Agreement”), proposed to be entered into by and among the City, the Authority, and
Piper Jaffray & Co., as underwriter (the “Underwriter”), in the form presented and on file in the
office of the City Clerk, is hereby approved. Subject to the parameters specified in the
Authority’s resolution approving the issuance of the Cutino Park Bonds, each Authorized
Officer, acting singly, is hereby authorized and directed, for and in the name and on behalf of the
City, to execute and deliver the Bond Purchase Agreement in substantially said form, with such
changes therein as the Authorized Officer executing the same may approve (such approval to be
conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 9. Preliminary Official Statement. The Preliminary Official Statement
relating to the Cutino Park Bonds (the “Preliminary Official Statement”), in the form on file with
the City Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby authorized
and directed, for and in the name and on behalf of the City, to cause the Preliminary Official
Statement in substantially said form, with such additions or changes therein as such Authorized
Officer may approve, to be deemed final for the purposes of Rule 15¢2-12, promulgated pursuant
to the Securities and Exchange Act of 1934, as amended. The distribution of the Preliminary
Official Statement by the Underwriter to prospective purchasers of the Cutino Park Bonds
pursuant to the Authority’s resolution approving the issuance of the Cutino Park Bonds is hereby
approved.

Section 10.  Official Statement. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the City, to cause the Preliminary
Official Statement to be brought into the form of a final Official Statement (the “Official
Statement™), and to execute the same for and in the name and on behalf of the City, with such
additions or changes therein as such Authorized Officer may approve (such approval to be
conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 11.  Other Acts. The Mayor, the Mayor Pro Tem, the City Manager, the
Assistant Finance Director, and other officers of the City are hereby authorized and directed,
jointly and severally, to do any and all things (including negotiating with respect to obtaining a

12425-0020\2199864v2.doc Packet Page 89



municipal bond insurance policy or debt service reserve surety bond), to execute and deliver any
and all documents that they may deem necessary or advisable in order to consummate the sale,
issuance and delivery of the Cutino Park Bonds, or otherwise to effectuate the purposes of this
Resolution, the Property Lease, the Lease Agreement, the Trust Agreement, the Continuing
Disclosure Agreement, the Bond Purchase Agreement, and the Official Statement, and any such
actions previously taken by such officers are hereby ratified and confirmed.

Section 12.  Effective Date. This Resolution shall take effect immediately upon
adoption.

PASSED AND ADOPTED by the City Council of the City of Seaside at a meeting held
on the 6th day of September, 2018, by the following vote:

AYES:
NOES:
ABSTAIN:

ABSENT:

Ralph Rubio, Mayor
ATTEST:

Lesley Milton-Rerig, City Clerk
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RESOLUTION NO.

A RESOLUTION OF THE CITY OF SEASIDE JOINT POWERS
FINANCING AUTHORITY ACKNOWLEDGING A FINDING OF
SIGNIFICANT PUBLIC BENEFIT IN CONNECTION WITH THE
ISSUANCE OF CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY LEASE REVENUE BONDS (CUTINO PARK
IMPROVEMENT PROJECT), SERIES 2018; AUTHORIZING THE SALE,
ISSUANCE AND DELIVERY OF SAID BONDS; APPROVING AS TO
FORM AND AUTHORIZING THE EXECUTION AND DELIVERY OF
CERTAIN DOCUMENTS IN CONNECTION THEREWITH; AND
AUTHORIZING CERTAIN OTHER MATTERS RELATING THERETO

RECITALS:

WHEREAS, the City of Seaside Joint Powers Financing Authority (the “Authority”) is a
joint powers authority duly organized and existing under and pursuant to Articles 1 through 4
(commencing with Section 6500) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the “Act”) and that certain Joint Exercise of Powers Agreement, dated as of
April 1, 1988, as amended by that certain Amendment No. 1, dated as of May 4, 2006, each by
and between the City and the Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”), and as further amended by that certain Amendment No. 2, dated as of
July 1, 2018, by and among the City, the Successor Agency to the Redevelopment Agency of the
City of Seaside, as the successor to the Former Redevelopment Agency (the “Successor
Agency”) by operation of law, and the Parking Authority of the City of Seaside (the “Parking
Authority”) (pursuant to which Amendment No. 2, the Parking Authority was added to the
Authority as a member and the Successor Agency withdrew from the Authority); and

WHEREAS, the Authority is authorized pursuant to Article 4 of the Act to issue bonds
for the purpose of financing and refinancing public capital improvements; and

WHEREAS, the Authority has proposed to sell and issue City of Seaside Joint Powers
Financing Authority, Lease Revenue Bonds (Cutino Park Improvement Project), Series 2018 (the
“Cutino Park Bonds™) to be issued and secured pursuant to Trust Agreement (as defined herein);
and

WHEREAS, a portion of the proceeds from the sale of the Cutino Park Bonds will be
applied to assist the City with the financing of the acquisition, construction, improvement,
rehabilitation, and renovation of the public park facilities on, within, and for the City public park
known as Cutino Park, located at the corner of San Pablo Avenue and Noche Buena Street; and

WHEREAS, in connection with the issuance of the Cutino Park Bonds, it is proposed that
the Authority will enter into a Property Lease (as defined herein), under which the Authority will
lease certain public facilities (the “Property”) from the City, and a Lease Agreement (as defined
herein), under which the City will sublease the Property from the Authority and make rental
payments, calculated to be sufficient to allow the Authority to pay debt service on the Cutino
Park Bonds; and
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WHEREAS, on July 19, 2018, the City Council, for and on behalf of the City and all
related entities of the City for which the governing body consists of the same individuals as the
City Council (including, but not limited to, the Authority), approved a local debt policy (the
“Local Debt Policy”) in furtherance of Section 8855(i) of the California Government Code, as
amended by SB 1029, enacted as Chapter 307, Statutes of 2016; and

WHEREAS, the City Council of the City (the “City Council”) has made a finding, after
duly noticed public hearing pursuant to Section 6586.5 of the Government Code, that the
issuance of the Cutino Park Bonds will result in significant public benefit;

NOW, THEREFORE, THE BOARD OF THE CITY OF SEASIDE JOINT POWERS
FINANCING AUTHORITY DOES HEREBY RESOLVE, DETERMINE AND ORDER AS
FOLLOWS:

Section 1. Recitals. The above recitals, and each of them, are true and correct.

Section 2. Acknowledgement of City Council Findings and Authorization to Issue
Cutino Park Bonds. The Authority hereby acknowledges and concurs with the City Council’s
finding of significant public benefit and hereby approves and authorizes the issuance and sale of
the Cutino Park Bonds, subject to the parameters set forth below.

Section 3. Local Debt Policy. The Authority hereby determines that (a) the Local
Debt Policy is consistent with the requirements of Government Code Section 8855(i), and (b) the
proposed Cutino Park Bonds to be issued in accordance with the parameters set forth in this
Resolution are consistent with the Local Debt Policy.

Section 4. Trust Agreement. The Trust Agreement (the “Trust Agreement”),
proposed to be entered into by and among the Authority, the City, and the Trustee (defined in
Section 5 below), in the form on file with the Secretary of the Authority (the “Authority
Secretary”), is hereby approved. Subject to the parameters set forth in Section 6 below, the
issuance of the Cutino Park Bonds is hereby approved and authorized. Subject to Section 6
below, each of the Chairman, the Vice-Chairman, and the Executive Director, or their designee
(each, an “Authorized Officer”), acting singly, is hereby authorized and directed, for and in the
name and on behalf of the Authority, to execute and deliver the Trust Agreement in substantially
said form, with such additions or changes as the Authorized Officer executing the same may
approve (such approval to be conclusively evidenced by such Authorized Officer’s execution and
delivery thereof).

Section 5. Appointment of Trustee. The appointment of U.S. Bank National
Association as trustee (the “Trustee”) under the Trust Agreement is hereby confirmed.

Section 6. Terms of Sale of Cutino Park Bonds. The authorization set forth in this
Resolution regarding the issuance and sale of the Cutino Park Bonds are subject to the following
parameters: (i) the aggregate principal amount of the Cutino Park Bonds shall not exceed
$6,500,000; (ii) the true interest cost of the Cutino Park Bonds shall not exceed 5.00 percent; and
(ii1) the underwriter’s discount with respect to the Cutino Park Bonds shall not exceed 0.7
percent of the principal amount thereof.
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Section 7. Property Lease. The Property Lease (the “Property Lease”), proposed to
be entered into by and between the City and the Authority, in the form on file in the office of the
Secretary of the Authority, is hereby approved. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the Authority, to execute and
deliver the Property Lease in substantially said form, with such changes therein as the
Authorized Officer executing the same may approve (such approval to be conclusively evidenced
by such Authorized Officer’s execution and delivery thereof).

Section 8. Lease Agreement. The Lease Agreement (the “Lease Agreement”),
proposed to be entered into by and between the Authority and the City, in the form on file in the
office of the Secretary of the Authority, is hereby approved. Each Authorized Officer, acting
singly, is hereby authorized and directed, for and in the name and on behalf of the Authority, to
execute and deliver the Lease Agreement in substantially said form, with such changes therein as
the Authorized Officer executing the same may approve (such approval to be conclusively
evidenced by such Authorized Officer’s execution and delivery thereof).

Section 9. Assignment Agreement. The Assignment Agreement (the “Assignment
Agreement”), proposed to be entered into by and between the Authority and the Trustee, in the
form on file in the office of the Secretary of the Authority, is hereby approved. Each Authorized
Officer, acting singly, is hereby authorized and directed, for and in the name and on behalf of the
Authority, to execute and deliver the Assignment Agreement in substantially said form, with
such changes therein as the Authorized Officer executing the same may approve (such approval
to be conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 10.  Bond Purchase Agreement. The form of the Bond Purchase Agreement by
and among the City, the Authority, and Piper Jaffray & Co. (the “Underwriter”), presented at this
meeting, on file in the office of the Secretary of the Authority and incorporated herein by
reference (the “Bond Purchase Agreement”), is hereby approved, and any one of the Authorized
Officers, acting singly, is hereby authorized to execute the Bond Purchase Agreement in
substantially the form hereby approved, with such additions thereto and changes therein as may
be approved by such officer upon consultation with Bond Counsel. Approval of such additions
and changes shall be conclusively evidenced by the execution and delivery of the Bond Purchase
Agreement; provided, however, that the Bond Purchase Agreement shall be signed only if the
terms of the agreement meet the parameters set forth in Section 6. Each of the Authorized
Officers is authorized to determine the day on which the Cutino Park Bonds are to be priced in
order to attempt to produce the lowest borrowing cost for the Authority and may reject any terms
presented by the Underwriter if determined not to be in the best interest of the Authority.

Section 11.  Preliminary Official Statement. The Preliminary Official Statement
relating to the Cutino Park Bonds (the “Preliminary Official Statement”), in the form presented
and on file with the Authority Secretary, is hereby approved. Each Authorized Officer, acting
singly, is hereby authorized and directed, for and in the name and on behalf of the Authority, to
cause the Preliminary Official Statement in substantially said form, with such additions or
changes therein as such Authorized Officer may approve, to be deemed final for the purposes of
Rule 15¢2-12 of the Securities and Exchange Act of 1934 (“Rule 15¢2-12”). The Underwriter is
hereby authorized to distribute the Preliminary Official Statement to prospective purchasers of
the Cutino Park Bonds in substantially the form hereby approved, together with such additions
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thereto and changes therein as are determined necessary by any one of the Authorized Officers to
make the Preliminary Official Statement final as of its date for purposes of Rule 15¢2-12,
including, but not limited to, such additions and changes as are necessary to make all information
set forth therein accurate and not misleading.

Section 12.  Official Statement. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the Authority, to cause the
Preliminary Official Statement to be brought into the form of a final Official Statement (the
“Official Statement”), and to execute the same for and in the name and on behalf of the
Authority, with such additions or changes therein as such Authorized Officer may approve (such
approval to be conclusively evidenced by such Authorized Officer’s execution and delivery
thereof). The Underwriter is further authorized to distribute the final Official Statement for the
Cutino Park Bonds and any supplement thereto to the purchasers thereof upon its execution on
behalf of the Authority as described above.

Section 13.  Appointments of Financing Team. The appointments of Richards, Watson
& Gershon, A Professional Corporation, as Bond Counsel and Disclosure Counsel, C.M. De
Crinis & Co., Inc., as Municipal Advisor, and Urban Futures, Inc., as Dissemination Agent, in
connection with the issuance of the Cutino Park Bonds are hereby approved and affirmed.

Section 14.  Other Acts. The Authorized Officers and all other officers of the
Authority are hereby authorized and directed, jointly and severally, to do any and all things
(including negotiations with respect to obtaining a municipal bond insurance policy or debt
service reserve surety bond), to execute and deliver any and all documents that they may deem
necessary or advisable in order to consummate the sale, issuance and delivery of the Cutino Park
Bonds, or otherwise to effectuate the purposes of this Resolution, the Trust Agreement, the
Property Lease, the Lease Agreement, Assignment Agreement, the Bond Purchase Agreement,
and the Official Statement, and any such actions previously taken by such officers are hereby
ratified and confirmed.

Section 15.  Effective Date. This Resolution shall take effect immediately upon
adoption.

12425-0020\2199867v3.doc Packet Page 94



PASSED AND ADOPTED by the City of Seaside Joint Powers Financing Authority

Board at a meeting held on the 6th day of September, 2018, by the following vote:

AYES:

NOES:

ABSTAIN:

ABSENT:

ATTEST:

Lesley Milton-Rerig, Secretary
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Ralph Rubio, Chairman
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Official Statement in its final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy nor shall there be any sale of these securities in any

This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the dated date of the
jurisdiction in which such offer, solicitation or sale would be unlawful.

PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER __, 2018

NEW ISSUE — BOOK ENTRY ONLY S&P: “AA-"
See “RATING” herein.

In the opinion of Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, under existing law (i) assuming continuing
compliance with certain covenants and the accuracy of certain representations, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax, however, interest on the Bonds is
included in the calculation of a corporation’s adjusted current earnings for purposes of, and thus may be subject to, the corporate alternative
minimum tax (applicable only to taxable years beginning before January 1, 2018), and (ii) interest on the Bonds is exempt from State of
California personal income taxes. Interest on the Bonds may be subject to certain federal income taxes imposed only on certain corporations.
Bond Counsel expresses no opinion as to any other tax consequences regarding the Bonds. For a more complete discussion of the tax aspects,
see “TAX MATTERS'” herein.

$ «
CITY OF SEASIDE JOINT POWERS FINANCING AUTHORITY
LEASE REVENUE BONDS
(CUTINO PARK IMPROVEMENT PROJECT)
SERIES 2018

Dated: Date of Delivery Due: May 1, as shown on the inside front cover

The City of Seaside Joint Powers Financing Authority (the “Authority”) will issue its Lease Revenue Bonds (Cutino Park Improvement Project),
Series 2018 (the “Bonds”), under a Trust Agreement, dated as of October 1, 2018 (the “Trust Agreement”), by and between the Authority and
U.S. Bank National Association, as trustee (the “Trustee”). Proceeds of the Bonds will be used to (i) finance the costs of acquisition,
construction, improvement, rehabilitation, and renovation of the public park facilities on, within, and for the City of Seaside (the “City”) public
park known as Cutino Park, located at the corner of San Pablo Avenue and Noche Buena Street (the “Project”), (ii) fund capitalized interest on
the Bonds through and including [November 1, 2019]; (iii) [fund the Reserve Account][purchase a municipal bond debt service reserve insurance
policy for deposit in the Reserve Account for the Bonds]; [(iv) purchase a municipal bond insurance policy to guarantee the payment of principal
of and interest on the Bonds;] and (v) pay costs of issuance of the Bonds.

The Bonds will be payable solely from and secured by the Trust Estate, consisting primarily of (i) certain lease payments (the “Lease Payments™)
to be made by the City to the Authority pursuant to a Lease Agreement, dated as of October 1, 2018 (the “Lease Agreement”), by and between
the Authority, as lessor, and the City, as lessee, for subleasing of certain real property (the “Property”), and (ii) certain funds and accounts held
under the Trust Agreement. The City covenants under the Lease Agreement to take such action as necessary to include the Lease Payments and
Additional Rental Payments (as defined in the Lease Agreement) in its annual budget and to make all necessary appropriations therefor, subject
to abatement of such payments.

The Bonds will be subject to optional redemption, mandatory term bond redemption, and extraordinary redemption from insurance and
condemnation proceeds prior to their maturity as described in this Official Statement.

The Bonds will be issued in fully registered form and, when issued, will be registered in the name of Cede & Co., as nominee of The Depository
Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the Bonds. Individual purchases of the Bonds may be
made in book-entry form only, in denominations of $5,000 each or any integral multiple thereof. Purchasers will not receive certificates
representing their interest in the Bonds purchased. Principal of and interest on the Bonds will be paid directly to DTC by the Trustee. Principal
of the Bonds will be payable on their maturity dates set forth on the inside front cover hereof. Interest on the Bonds will be payable on May 1
and November 1 of each year, commencing May 1, 2019. Upon its receipt of payments of principal and interest, DTC will in turn be obligated to
remit such principal and interest to DTC participants for subsequent disbursement to the beneficial owners of the Bonds as described herein.

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM AND SECURED BY A PLEDGE
OF THE TRUST ESTATE AND CERTAIN FUNDS AND ACCOUNTS HELD UNDER THE TRUST AGREEMENT. THE AUTHORITY
HAS NO TAXING POWER. THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND ADDITIONAL RENTAL
PAYMENTS UNDER THE LEASE AGREEMENT WILL NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH THE CITY
HAS LEVIED OR PLEDGED ANY FORM OF TAXATION OR THE CITY WILL BE OBLIGATED TO LEVY OR PLEDGE ANY FORM
OF TAXATION. NEITHER THE BONDS NOR THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND ADDITIONAL
RENTAL PAYMENTS UNDER THE LEASE AGREEMENT WILL CONSTITUTE AN INDEBTEDNESS OF THE CITY, STATE OR ANY
OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATIONS.

See the section of this Official Statement entitled “BONDOWNERS’ RISKS” for a discussion of certain of the risk factors that should be
considered, in addition to other matters set forth herein, in evaluating the investment quality of the Bonds. This cover page contains
information for quick reference only. It is not a summary of this issue. Potential purchasers must read the entire Official Statement to obtain
information essential to making an informed investment decision.

The Bonds are offered when, as and if issued, subject to the approval as to their legality by Richards, Watson & Gershon, A Professional
Corporation, Los Angeles, California, Bond Counsel. Certain legal matters will also be passed on for the Authority by Richards, Watson &
Gershon, as Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the City by Perry & Freeman, Carmel-by-the-
Sea, California, as Authority General Counsel and City Attorney, and for the Underwriter by its counsel, Norton Rose Fulbright US LLP, Los
Angeles, California. It is anticipated that the Bonds will be available for delivery in book-entry form through the facilities of DTC on or about
October _ , 2018.

[Piper Jaffray & Co. logo]
Dated: September , 2018

* Preliminary; subject to change.

RWG DRAFT 8/29/18
12425-0020\2204422v5.doc Packet Page 96



MATURITY SCHEDULE®

$
CITY OF SEASIDE JOINT POWERS FINANCING AUTHORITY
LEASE REVENUE BONDS
(CUTINO PARK IMPROVEMENT PROJECT)
SERIES 2018
Maturity Date Principal Interest CUSIP?
(May 1) Amount Rate Yield Price (Base: 812478)
$ % % %
$ - % Term Bonds due May 1,20 , Yield %; Price: ; CUSIPT:
$ - % Term Bonds due May 1,20 , Yield %; Price: ; CUSIPT:

* Preliminary; subject to change.

+  CUSIP is a registered trademark of the American Bankers Association. CUSIP data in this Official Statement is provided by
CUSIP Global Services, managed by S&P Global Market Intelligence on behalf of the American Bankers Association.
CUSIP © 2018 CUSIP Global Services. All rights reserved. This data is not intended to create a database and does not
serve in any way as a substitute for CUSIP Global Services. CUSIP numbers are provided for convenience of reference
only. None of the Authority, the City nor the Underwriter take any responsibility for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized by the Authority or the City to give any
information or to make any representations other than those contained in this Official Statement. If given or made,
such other information or representations must not be relied upon as having been authorized by any of the foregoing.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any Bonds by any
person in any jurisdiction in which such offer of solicitation is not authorized or in which the person making such
offer or solicitation is not qualified to do so or to any person to whom it is unlawful for such person to make such an
offer, solicitation or sale. This Official Statement is not to be construed as a contract with the purchasers of the
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matter of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as a
representation of fact.

Certain statements included or incorporated by reference in this Official Statement constitute “forward-
looking statements.” Such statements are generally identifiable by the terminology used such as “plan,” “expect,”
“estimate,” “budget,” or other similar words and include, but are not limited to, statements under the captions “THE
CITY,” “CITY FINANCIAL INFORMATION” and “BONDOWNERS’ RISKS - State Finances.” The
achievement of certain results or other expectations contained in such forward-looking statements involves known
and unknown risks, uncertainties and other factors which may cause actual results, performance or achievements
described to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. While the City has agreed to provide certain on-going financial and other data
pursuant to a continuing disclosure agreement (see “CONTINUING DISCLOSURE”), neither the Authority nor the
City plans to issue any updates or revisions to those forward-looking statements if or when their expectations or
events, conditions or circumstances on which such statements are based change.

The information set forth in this Official Statement has been obtained from the Authority, the City and
other sources that are believed to be reliable, but it is not guaranteed as to its accuracy or completeness. The
information and expressions of opinions herein are subject to change without notice, and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the Authority or the City since the date hereof. All summaries of the resolutions, the
Trust Agreement, laws and statutes or other documents are made subject to the provisions of such documents,
respectively, and do not purport to be complete statements of any or all of such provisions.

Piper Jaffray & Co. (the “Underwriter”) has provided the following sentence for inclusion in this Official
Statement: The Underwriter has reviewed the information in this Official Statement in accordance with, and as part
of, the Underwriter’s responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such
information.

This Official Statement is submitted in connection with the sale of the Bonds referred to herein and may
not be reproduced or used, in whole or in part, for any other purpose.

The Bonds have not been registered under the Securities Act of 1933, as amended, nor has the Trust
Agreement been qualified under the Trust Indenture Act of 1939, as amended, in reliance upon an exception from
the registration requirements contained in such acts. The Bonds have not been registered or qualified under the
securities laws of any state.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE SECURITIES OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

THE UNDERWRITER MAY OFFER AND SELL BONDS TO CERTAIN DEALERS AND OTHERS AT
A PRICE LOWER THAN THE OFFERING PRICE. THE OFFERING PRICE MAY BE CHANGED FROM TIME
TO TIME BY THE ORIGINAL PURCHASERS.

The City maintains a website. The information on such website is not part of this Official Statement and is
not intended to be relied on by investors with respect to the Bonds unless specifically set forth or incorporated
herein.
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$
CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY
LEASE REVENUE BONDS
(CUTINO PARK IMPROVEMENT PROJECT)
SERIES 2018

INTRODUCTION

This introduction does not purport to be complete, and reference is made to the body of this
Official Statement, appendices and the documents referred to herein for more complete information with
respect to matters concerning the Bonds. Potential investors are encouraged to read the entire Official
Statement. Capitalized terms used in this Official Statement and not defined herein shall have the
meanings set forth in “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

General

This Official Statement, including the cover page, inside front cover and appendices, is provided
to furnish information in connection with the sale by the City of Seaside Joint Powers Financing
Authority (the “Authority”) of its $ " aggregate principal amount of Lease Revenue Bonds
(Cutino Park Improvement Project), Series 2018 (the “Bonds”). The Bonds are being issued pursuant to
the provisions relating to the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the
California Government Code, including the provisions of the Marks-Roos Local Bond Pooling Act of
1985, constituting Article 4 thereof (the “Law”), and an Trust Agreement, dated as of October 1, 2018
(the “Trust Agreement”), by and between the Authority and U.S. Bank National Association, as trustee
(the “Trustee”).

Proceeds of the Bonds will be used to (i) finance the costs of acquisition, construction,
improvement, rehabilitation, and renovation of the public park facilities on, within, and for the City public
park known as Cutino Park, located at the corner of San Pablo Avenue and Noche Buena Street (the
“Project”), (ii) fund capitalized interest on the Bonds through and including [November 1, 2019]; (iii)
[fund the Reserve Account][purchase a municipal bond debt service reserve insurance policy for deposit
in the Reserve Account for the Bonds]; [(iv) purchase a municipal bond insurance policy to guarantee the
payment of principal of and interest on the Bonds;] and (v) pay costs of issuance of the Bonds. See
“ESTIMATED SOURCES AND USES OF FUNDS” herein.

Interest on the Bonds will be payable on May 1 and November 1 of each year, commencing May
1, 2019. The Bonds will mature in the amounts and on the dates and bear interest at rates shown on the
inside front cover of this Official Statement.

The Bonds will be issued in fully registered form only and, when issued and delivered, will be
registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New
York (“DTC”). DTC will act as the depository for the Bonds and all payments due on the Bonds will be
made to Cede & Co. Ownership interests in the Bonds may be purchased only in book-entry form. See
“THE BONDS — Book-Entry Only System” and “APPENDIX D — DTC’S BOOK-ENTRY ONLY
SYSTEM.”

* Preliminary; subject to change.
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Security for the Bonds

The Bonds will be payable solely from and secured by a pledge of the Trust Estate (defined
below, see “SECURITY FOR THE BONDS”) and moneys in certain funds and accounts held under the
Trust Agreement. The Trust Estate consists primarily of certain lease payments (the “Lease Payments”)
to be made by the City to the Authority pursuant to a Lease Agreement, dated as of October 1, 2018 (the
“Lease Agreement”), by and between the Authority and the City for subleasing of the Property (as
defined herein — see “PLAN OF FINANCE” and “THE PROPERTY”).

Concurrently with the issuance of the Bonds, the Authority will lease the Property (see “THE
PROPERTY?”) from the City under a Property Lease, dated as of October 1, 2018 (the “Property Lease”).
The City will sublease the Property from the Authority and agree to make Lease Payments under the
Lease Agreement.

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE
SOLELY FROM AND SECURED BY A PLEDGE OF THE TRUST ESTATE AND CERTAIN FUNDS
AND ACCOUNTS HELD UNDER THE TRUST AGREEMENT. THE AUTHORITY HAS NO
TAXING POWER. THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND
ADDITIONAL PAYMENTS UNDER THE LEASE AGREEMENT WILL NOT CONSTITUTE AN
OBLIGATION OF THE CITY FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM
OF TAXATION OR THE CITY WILL BE OBLIGATED TO LEVY OR PLEDGE ANY FORM OF
TAXATION.

The Authority may issue additional bonds, notes or other indebtedness which are payable out of
the Trust Estate in whole or in part, as provided in the Trust Agreement. See “SECURITY FOR THE
BONDS - Parity Obligations.”

As security for payment of the Bonds and pursuant to an Assignment Agreement, dated as of
October 1, 2018 (the “Assignment Agreement”), by and between the Authority and the Trustee, the
Authority will assign to the Trustee the Authority’s rights, title and interest in the Lease Agreement (with
certain exceptions), including the right to receive Lease Payments to be made by the City under the Lease
Agreement. The City will covenant under the Lease Agreement to take such action as necessary to
include the Lease Payments and Additional Rental Payments (as defined therein) in its annual budget and
to make all necessary appropriations therefor (subject to abatement under certain circumstances described
in the Lease Agreement).

The Bonds will be subject to extraordinary redemption, as a whole or in part, from a
condemnation award or from insurance proceeds as described in the Lease Agreement and the Trust
Agreement.

See “SECURITY FOR THE BONDS,” “THE BONDS - Redemption — EXxtraordinary
Redemption From Insurance or Condemnation Proceeds,” and “BONDOWNERS’ RISKS.”

Reserve Account

In order to further secure the payment of the principal of and interest on the Bonds, a Reserve
Account within the Project Trust Fund is established pursuant to the Trust Agreement in an amount equal
to the Reserve Requirement. “Reserve Requirement” means, as of the date of calculation, an amount
equal to the least of (i) Maximum Annual Debt Service on the then Outstanding Bonds and Parity
Obligations, if any; (ii) 10% of the initial amount of the Bonds and Parity Obligations, if any (“amount”
meaning the principal amount of each issue of the Bonds and any Parity Obligations, unless an issue was
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issued with original issue discount greater than two percent of the principal amount, or original issue
premium greater than the sum of two percent of the principal amount plus original issue premium
attributable exclusively to reasonable underwriters’ compensation, in which case “amount” means issue
price); or (iii) 125% of Average Annual Debt Service on the then Outstanding Bonds and Parity
Obligations, if any. The Reserve Requirement will be satisfied by the deposit into the Reserve Account
of a municipal bond debt service reserve insurance policy (the “2018 Reserve Policy”) to be issued by
[name of Bond Insurer].

City

The City of Seaside (the “City”) was founded in 1887 and incorporated on October 13, 1954 as a
general law city. The City is an approximately ten-square mile ocean-side community located on the
Monterey Peninsula in Monterey County (the “County”) on the central coast of California, approximately
120 miles south of San Francisco. Based on an estimate by the California Department of Finance, the
City’s population was 34,270, as of January 1, 2018. A portion of Fort Ord, a former United States Army
post which has been converted to civilian use, is located in the City. Located on the site of the former
Fort Ord military base are the Monterey Bay campus of California State University (CSUMB) and the
Monterey College of Law. The City’s Bayonet and Black Horse Golf Courses, a host to PGA Tour
events (including the 2012 PGA Professional National Championship, the 2015 Senior PGA Professional
National Championship, and the 2018 PGA Professional National Championship), are also located on the
site of the former Fort Ord military base.

The City has a Council-Manager form of government. The five-member City Council is a
legislative and policy-making body that is elected on a nonpartisan basis to represent the residents. The
Mayor is elected every two years in a general election held in November of even-numbered years. There
are four members of the City Council who have overlapping terms, with two members of the City Council
elected every two years by the voters through a general election. Each member of the City Council,
including the Mayor, have one-vote and are not subject to term limits. The City Manager is appointed by
the City Council to manage the daily operations of the City and is responsible for making policy
recommendations to the City Council and implementing City Council policy directives. The City’s Fiscal
Year 2018-19 budget provides authorization for employment of 149 full-time equivalent City employees.

Professionals Involved in the Offering

U.S. Bank National Association, Seattle, Washington, will act as Trustee with respect to the
Bonds.

The City has retained C.M. de Crinis & Co., Inc., Glendale, California, as municipal advisor (the
“Municipal Advisor”) in connection with the issuance of the Bonds. The Municipal Advisor has not
undertaken to make an independent verification or to assume responsibility for the accuracy,
completeness, or fairness of the information contained in this Official Statement. The Municipal Advisor
is an independent advisory firm and a registered Municipal Advisor (as defined in Section 15B of the
Securities Exchange Act of 1934, as amended) and is not engaged in the business of underwriting, trading
or distributing municipal or other securities public or otherwise.

All proceedings in connection with the issuance of the Bonds will be subject to the approval of
Richards, Watson & Gershon, A Professional Corporation, Los Angeles, California, Bond Counsel.
Certain legal matters will also be passed on for the Authority by Richards, Watson & Gershon, as
Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the City by Perry
& Freeman, Carmel-by-the-Sea, California, as Authority General Counsel and City Attorney, and for the
Underwriter by its counsel, Norton Rose Fulbright US LLP, Los Angeles, California.
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Continuing Disclosure

The City will covenant in a Continuing Disclosure Agreement (the “Continuing Disclosure
Agreement”), for the benefit of the beneficial holders of the Bonds, to prepare and deliver an annual
report of certain financial information regarding the City and to provide notices of the occurrence of
certain enumerated events in compliance with Rule 15¢2-12 of the Securities and Exchange Commission.
See “CONTINUING DISCLOSURE” and “APPENDIX E — FORM OF CONTINUING DISCLOSURE
AGREEMENT.”

Summaries of Documents

There follows in this Official Statement descriptions of the Bonds, the Trust Agreement, the
Property Lease, the Lease Agreement, the Assignment Agreement, and various other agreements and
documents. The descriptions and summaries of documents herein do not purport to be comprehensive or
definitive, and reference is made to each such document for the complete details of all terms and
conditions. All statements herein are qualified in their entirety by reference to each such document and,
with respect to certain rights and remedies, to laws and principles of equity relating to or affecting
creditors’ rights generally. Capitalized terms not defined herein shall have the meanings set forth in the
Trust Agreement. Copies of the Trust Agreement, the Property Lease, the Lease Agreement, and the
Assignment Agreement are available for inspection during business hours at the corporate trust office of
the Trustee in Seattle, Washington.

Other Information

This Official Statement speaks only as of its date as set forth on the cover hereof, and the
information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall under any circumstances create any
implication that there has been no change in the affairs of the Authority or the City since the date hereof.

Unless otherwise expressly noted, all references to internet websites in this Official Statement,
including without limitation, the City’s website, are shown for reference and convenience only, and none
of their content is incorporated herein by reference. The information contained within such websites has
not been reviewed by the City and the City makes no representation regarding the information therein.

PLAN OF FINANCE

The Bonds are being issued to finance the costs of acquisition, construction, improvement,
rehabilitation, and renovation of the public park facilities on, within, and for the City public park known
as Cutino Park, located at the corner of San Pablo Avenue and Noche Buena Street (collectively, the
“Project”). The City is undertaking the Project for better community use, code compliance, and
sustainability of Cutino Park. The proposed improvements to the park to be financed from proceeds of
the Bonds total approximately $4.865 million and consist primarily of site preparation work, field
renovations to incorporate synthetic turf for multi-use sport activities, a new skate park, new fencing,
pathway lighting, and park entrance signage. The City also has secured federal Community Development
Block Grant (CDBG) funding, which the City expects to expend on the following improvements for
Cutino Park totaling approximately $283,000: Americans with Disabilities Act (ADA) upgrades for
pathways, entrances, and viewing areas; and bleachers and drinking fountain improvements.
Construction is projected to commence on the Project in late 2018 and to be completed within
approximately six months.
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As consideration for the issuance of the Bonds and the payment by the Authority to the City of
advanced rental under the Property Lease, constituting the net proceeds of the Bonds, the City will lease
certain City-owned real property and the improvements thereon (collectively referred to herein as the
“Property”) to the Authority. Simultaneously therewith, the Authority will sublease the Property to the
City pursuant to the terms of the Lease Agreement. For additional information, see the discussions under
the captions “ESTIMATED SOURCES AND USES OF FUNDS,” “THE PROPERTY,” and
“APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — PROPERTY LEASE” and “ —
LEASE AGREEMENT” herein.

ESTIMATED SOURCES AND USES OF FUNDS

The following is a summary of the anticipated sources and uses of funds relating to the issuance
of the Bonds:

Sources:

Principal Amount $
Plus: Net original issue [premium/discount]

Less: Underwriter’s discount

Total Sources $

Uses:

Project Account” $
Lease Payment Account
Reserve Account

Costs of Issuance ©

(@]

Total Uses $
(1) An amount equal to capitalized interest on the Bonds accrued from their date of delivery through and including
[November 1, 2019].
[(2) The 2018 Reserve Policy will be deposited in the Reserve Account in an amount equal to the initial Reserve
Requirement for the Bonds. See “SECURITY FOR THE BONDS — Project Trust Fund — Reserve Account.”)
3) Costs of Issuance include fees and expenses for Bond Counsel, Disclosure Counsel, Municipal Advisor, Trustee,

printing expenses, title insurance, rating fees, [the premium for the 2018 Bond Insurance Policy, the premium for the
2018 Reserve Policy,] and other costs. [On the Delivery Date, the Underwriter will retain from the purchase price of
the Bonds an amount equal to the premiums for the 2018 Bond Insurance Policy and the 2018 Reserve Policy and pay
such premiums to the Bond Insurer on the Delivery Date on behalf of the Authority.]

[The remainder of this page is intentionally left blank.]
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ANNUAL DEBT SERVICE

The following table shows the annualized debt service for the Bonds by Bond Year (assuming no
optional redemption or extraordinary redemption prior to scheduled maturity):

Bond Year
Ending Annual Debt
May 1 Principal Interest Service

2019 $ $ $
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047

TOTAL $ $ $

THE BONDS
General

The Bonds will be issued in the aggregate principal amount and will mature on the dates and bear
interest at the rates per annum as set forth on the inside front cover of this Official Statement. The Bonds
will be issued in authorized denominations of $5,000 or integral multiples thereof and will be dated their
date of delivery. The Bonds will be initially delivered as one fully registered certificate for each maturity
(unless the Bonds of such maturity bear different interest rates, then one certificate for each interest rate
among such maturity) and will be delivered by means of the book-entry system of DTC. See “— Book-
Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.
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While the Bonds are subject to the book-entry system, the principal and interest with respect to
the Bonds will be paid by the Trustee to DTC for subsequent disbursement to beneficial owners of the
Bonds. See “— Book-Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY
SYSTEM” herein.

Interest on the Bonds will be calculated on the basis of a 360-day year of twelve 30-day months
and payable on May 1 and November 1 of each year, commencing May 1, 2019 (each an “Interest
Payment Date”), until maturity or earlier redemption thereof. Interest with respect to any Bond will be
payable to the person appearing on the registration books of the Trustee as the Owner thereof, such
interest to be paid by check or draft mailed to such Owner on the Interest Payment Date by first class mail
at such Owner’s address as it appears on such registration books at the close of business on the fifteenth
day of the calendar month preceding an Interest Payment Date (each, a “Record Date”). Payment of
interest with respect to the Bonds may, at the option of any Owner of at least $1,000,000 in aggregate
principal amount of Bonds, be transmitted by wire transfer to an account specified in writing to the
Trustee at least fifteen (15) days prior to the applicable Record Date by said Owner. Any such written
request will remain in effect until rescinded in writing by the Owner

Transfer and Exchange

The following provisions regarding the exchange and transfer of the Bonds apply only during any
period in which the Bonds are not subject to DTC’s book-entry system. While the Bonds are subject to
DTC’s book-entry system, their exchange and transfer will be effected through DTC and the Participants
and will be subject to the procedures, rules and requirements established by DTC. See “— Book-Entry
Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.

The Bonds may be transferred or exchanged on the books maintained by the Trustee under the
terms and conditions set forth in the Trust Agreement, including payment of any tax, fee or other
governmental charge on such transfer or exchange. The Trustee may deem and treat the person in whose
name any Bond will be registered upon the books of the Trustee as the absolute owner of such Bond,
whether such Bond shall be overdue or not, for the purpose of receiving payment of, or on account of, the
principal, if any, of and interest with respect to such Bond and for all other purposes. Each Bond will be
transferable only upon the books of the Trustee which will be kept for that purpose at the corporate trust
office of the Trustee, by the Bondowner in person or by such Bondowner’s attorney duly authorized in
writing, upon surrender thereof together with a written instrument of transfer satisfactory to the Trustee
duly executed by the Bondowner or such Bondowner’s duly authorized attorney. Upon the transfer of
any such Bond the Trustee will deliver in the name of the transferee a new Bond or Bonds of the same
aggregate principal amount and maturity and interest rate as the surrendered Bond. The Trustee will not
be required to transfer or exchange any Bonds selected for redemption or within 15 days before the
selection of Bonds for redemption.

Redemption

Optional Redemption. The Bonds maturing on or before May 1, 20 are not subject to optional
redemption prior to maturity. The Bonds maturing on or after May 1, 20 are subject to optional
redemption prior to maturity, at the option of the City pursuant to the Lease Agreement, as a whole or in
part on any date on or after May 1, 20 from available finds in the Redemption Account including the
amount of the Lease Prepayment Price in the event the City exercises its option to prepay the Lease
Payments under the Lease Agreement, at a redemption price equal to 100 percent of the principal amount
of the Bonds to be redeemed, together with interest accrued thereon to the date fixed for redemption,
without premium.
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Mandatory Term Bond Redemption. The Bonds maturing on May 1,20 and May 1, 20 are
subject to mandatory redemption, by lot, in the principal amounts hereinafter set forth, without premium,
on May 1 of each year, commencing on May 1, 20 and May 1, 20__, respectively, from the principal
portion of the Lease Payments required to be on deposit in the Lease Payment Account on the Lease
Payment Date immediately prior to May 1 of each of the years and in the amounts as follows:

Term Bonds maturing May 1, 20

Year Principal

$

(Maturity)
Term Bonds maturing May 1, 20

Year Principal

$

(Maturity)

Extraordinary Redemption From Insurance or Condemnation Proceeds. The Bonds are
subject to redemption in whole or in part, without premium, on any date in the principal amount thereof,
together with accrued interest to the date fixed for redemption, upon the occurrence of damage,
destruction or condemnation of the Property, or any portion thereof, which results in (a) Net Insurance
Proceeds remaining after the repair, restoration or replacement of the Property pursuant to the Lease
Agreement or (b) the City’s election to apply the Net Insurance Proceeds to the redemption of all or a
portion of the Bonds pursuant to the Lease Agreement.

As defined in the Trust Agreement and the Lease Agreement, “Net Insurance Proceeds” means
any insurance or condemnation proceeds paid with respect to the Property and remaining after payment
therefrom of all expenses incurred in the collection thereof; and, with respect to insurance, if and at such
time as the City elects to provide self-insurance under the Lease Agreement, any moneys paid from any
self-insurance fund of City.

See “THE LEASE AGREEMENT — Abatement” and “— Insurance” and “SECURITY FOR THE
BONDS - Project Trust Fund — Insurance and Condemnation Account” herein for further discussion
regarding the provisions of the Trust Agreement pertaining to the Insurance and Condemnation Account.

Selection of Bonds for Redemption. If less than all of the Bonds of a single maturity are called
for redemption, the particular Bonds or portions thereof to be redeemed will be selected by the Trustee by
lot in any manner which the Trustee in its sole discretion shall deem appropriate and fair. The portion of
any Bond of a denomination of more than $5,000 to be redeemed will be in the principal amount of
$5,000 or an integral multiple thereof, and, in selecting portions of such Bonds for redemption, the
Trustee will treat each such Bond as representing that number of Bonds of $5,000 denomination which is
obtained by dividing the principal amount of such Bond to be redeemed in part by $5,000.
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Unless the City directs the Trustee in writing as to any other method of redemption, whenever
provisions are made for the redemption of Bonds in part, the Bonds to be redeemed will be redeemed
from each maturity, with the mandatory redemption schedule set forth above to be adjusted accordingly,
in order to maintain substantially the same proportionate amount of annual principal payments with
respect to the remaining maturities of the Bonds as existed prior to redemption.

Notice of Redemption. When redemption of Bonds is required under the Trust Agreement, the
Trustee will, at the expense of the City, give notice of the redemption of such Bonds, the redemption date
and the place or places where amounts due upon such redemption will be payable and, if less than all of
the Bonds are to be redeemed, the letters and numbers of such Bonds so to be redeemed, and, in the case
of Bonds to be redeemed in part only, such notice will also specify the respective portions of the principal
amount thereof to be redeemed. Such notice will further state that on such date there will become due and
payable upon each Bond to be redeemed the principal amount to be redeemed, together with interest
accrued to the redemption date, and that from and after such date interest on the principal amount
redeemed will cease to accrue and be payable. The Trustee will mail a copy of such notice, postage
prepaid, first class United States mail, not less than 30 days and not more than 60 days before the
redemption date, to the Bondowners of any Bonds or portions of Bonds which are to be redeemed, at their
addresses as the same appear upon the registry books, but neither the failure of a Bondowner to receive
such notice nor any immaterial defect therein will affect the validity of the proceedings for the redemption
of Bonds.

The Authority will have the right to rescind any optional redemption by written notice to the
Trustee prior to the date fixed for redemption. Any notice of optional redemption will be cancelled and
annulled if for any reason funds will not be or are not available on the date fixed for redemption for the
payment in full of the Bonds then called for redemption, and such cancellation will not constitute an
Event of Default under this Trust Agreement. The Authority, the City, and the Trustee will have no
liability to the Owners or any other party related to or arising from such rescission of redemption. The
Trustee will mail notice of such rescission of redemption in the same manner as the original notice of
redemption was sent

However, while the Bonds are subject to DTC’s book-entry system, the Trustee will be required to
give notice of redemption only to DTC as provided in the letter of representations executed by the
Authority and received and accepted by DTC. DTC and the Participants will have sole responsibility for
providing any such notice of redemption to the beneficial owners of the Bonds to be redeemed. Any
failure of DTC to notify any Participant, or any failure of Participants to notify the Beneficial Owner of
any Bonds to be redeemed, of a notice of redemption or its content or effect will not affect the validity of
the notice of redemption, or alter the effect of redemption set forth in the Trust Agreement. See “— Book-
Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.

Effect of Redemption. When notice of redemption has been duly given as set forth in the Trust
Agreement, and moneys for payment of the redemption price of, together with interest accrued to the date
fixed for redemption on the Bonds (or portions thereof) so called for redemption being held by the
Trustee, on the redemption date designated in such notice, the Bonds (or portions thereof) so called for
redemption will become due and payable, interest on the Bonds so called for redemption will cease to
accrue, those Bonds (or portions thereof) will cease to be entitled to any benefit or security under the
Trust Agreement, and the Owners of those Bonds will have no rights in respect thereof except to receive
payment of the redemption price thereof. All moneys held by or on behalf of the Trustee for the payment
of principal of or interest on Bonds, whether at redemption or maturity, will be held in trust for the
account of the Owners thereof and the Trustee will not be required to pay Owners any interest on, or be
liable to Owners for any interest earned on, moneys so held.
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Book-Entry Only System

The Bonds will be issued as one fully registered bond certificate without coupons for each
maturity (unless the Bonds of such maturity bear different interest rates, then one certificate for each
interest rate among such maturity) and, when issued, will be registered in the name of Cede & Co., as
nominee of DTC. DTC will act as securities depository of the Bonds. Individual purchases of the Bonds
may be made in book-entry form only, in the principal amount of $5,000 and integral multiples thereof.
Purchasers will not receive certificates representing their interest in the Bonds purchased. Principal and
interest will be paid to DTC, which will in turn remit such principal and interest to its participants for
subsequent disbursement to the beneficial owners of the Bonds as described in this Official Statement. So
long as DTC’s book-entry system is in effect with respect to the Bonds, notices to Owners of the Bonds
by the Authority or the Trustee will be sent to DTC. Notices and communication by DTC to its
participants, and then to the beneficial owners of the Bonds, will be governed by arrangements among
them, subject to then effective statutory or regulatory requirements. See “APPENDIX D — DTC’S
BOOK-ENTRY ONLY SYSTEM?” for further information regarding DTC and the book-entry system.

SECURITY FOR THE BONDS

The following is a summary of selected provisions of the Trust Agreement. This summary does
not purport to be complete or definitive and it is qualified in its entirety by reference to the Trust
Agreement, a copy of which is available upon request from the Authority or the corporate trust office of
the Trustee. See also “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — TRUST
AGREEMENT.”

Pledge of Trust Estate under Trust Agreement

The Trust Agreement provides that the Bonds are special obligations of the Authority and are
secured by an irrevocable pledge of, and are payable as to principal and interest from, the Trust Estate.
As defined in the Trust Agreement, “Trust Estate” means all right, title and interest of the Trustee in and
to the Lease Payments, Additional Payments and the Lease Agreement including, without limitation, all
amounts from time to time deposited in accordance with the provisions of the Lease Agreement in the
accounts and subaccounts created pursuant to the Trust Agreement, including all investments and
investment earnings thereon, excluding, however, all moneys deposited or required to be deposited in the
Rebate Fund or the Project Account of the Project Trust Fund.

So long as the Lease Agreement is in effect, all Lease Payments, insurance proceeds, requisition
or indemnity payments and other payments of any kind constituting a part of the Trust Estate payable to
the Trustee with respect to the Property under the terms of the Lease Agreement and the Assignment
Agreement, will be paid directly to the Trustee for distribution, in accordance with the Trust Agreement,
to or for the Bondowners. All amounts payable by the Trustee with respect to the Bonds pursuant to
the Trust Agreement will be paid only from the income of and proceeds from the Trust Estate and
only to the extent that the Trustee will have actually received sufficient income or proceeds from
the Trust Estate to make such payments in accordance with the terms of the Trust Agreement.

Project Trust Fund

There is established with the Trustee a special trust fund to be designated as the “Project Trust
Fund.” The Trustee will keep the Project Trust Fund separate and apart from all other funds and moneys
held by it. Within the Project Trust Fund, the Trust Agreement establishes the following accounts that
comprise a portion of the Trust Estate, subject to the terms and conditions of the Trust Agreement: a
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Lease Payment Account, a Reserve Account, a Redemption Account, and an Insurance and
Condemnation Account.

Lease Payment Account. All Lease Payments received by the Trustee with respect to the Lease
Agreement will be deposited by the Trustee in the Lease Payment Account immediately upon their
receipt. On or about May 1 of each year the Trustee will give written notice to the Authority of the
amount of Lease Payments due in the next following Bond Year. The Trustee will pay from the Lease
Payment Account, on each Interest Payment Date, the amount required for the interest payable on such
date and the amount required for the principal payable, if any, on such date. Such amounts will be
applied by the Trustee on the due dates thereof.

The Trustee will also transfer to the Redemption Account from the Lease Payment Account any
amount available therein to pay principal, premium, if any, and the accrued interest with respect to Bonds
to be redeemed pursuant to the Trust Agreement.

Reserve Account. The Reserve Requirement will be maintained by the Trustee in the Reserve
Account until the Lease Payments are paid in full, the Bonds have been redeemed with Net Insurance
Proceeds, the City has paid the Lease Prepayment Price and any related Additional Payments in
accordance with the Lease Agreement, or the Trust Agreement is terminated. The Trustee will apply
moneys in the Reserve Account as provided in the Trust Agreement. The Trustee shall value the
investment of moneys in the Reserve Account, pursuant to the Trust Agreement.

If on any Interest Payment Date the amount in the Lease Payment Account is less than the
amount required for the interest payable with respect to the Bonds on said date, the Trustee will withdraw
from the Reserve Account and deposit in the Lease Payment Account the amount necessary to make good
the deficiency. Any amounts transferred from the Reserve Account will not be considered payment in
full or in part of a Lease Payment and such amount will, upon receipt of the delinquent Lease Payment, be
repaid from such Lease Payment to the Reserve Account.

If on an Interest Payment Date the amount in the Lease Payment Account is less than the amount
required for the principal payable with respect to the Bonds on such date, the Trustee will withdraw from
the Reserve Account and deposit in the Lease Payment Account the amount necessary to make good the
deficiency. Any amounts transferred from the Reserve Account will not be considered payment in full or
in part of any Lease Payment and shall, upon receipt of the delinquent Lease Payment, be repaid from
such Lease Payment to the Reserve Account.

Whenever the amount in the Reserve Account, together with the amount in the Lease Payment
Account, is sufficient to pay in full all Outstanding Bonds in accordance with their terms, the funds on
deposit in said Reserve Account will be transferred to the Lease Payment Account and applied to the
payment of Bonds. Any provision of the Trust Agreement to the contrary notwithstanding, so long as
there shall be held in the Lease Payment Account an amount sufficient to pay in full all Outstanding
Bonds in accordance with their terms, no deposits will be required to be made into the Reserve Account.

Moneys in the Reserve Account will be used solely for the purpose of:

(a) making up deficiencies in the Lease Payment Account for the payment of interest and
principal on the Bonds as provided in the Trust Agreement; or

(b) providing for the payment of the final Lease Payment in which event the Trustee will
transfer all amounts on deposit in the Reserve Account to the Lease Payment Account to be applied as a
credit against said final Lease Payment.

-11-
12425-0020\2204422v5.doc Packet Page 113



If ten (10) days prior to any Lease Payment Date the amount on deposit in the Reserve Account is
less than the Reserve Requirement, the Trustee will notify the Authority and the City, and the City will
include the amount necessary to meet the Reserve Requirement with its next Lease Payment on such
Lease Payment Date as an Additional Payment.

The Authority reserves the right to substitute, at any time and from time to time, one or more
Alternative Reserve Account Security Instruments in substitution for or in place of all or any portion of
the Reserve Requirement, under the terms of which the Trustee is unconditionally entitled to draw
amounts when required for the purposes thereof. Upon deposit by the Authority with the Trustee of any
such Alternative Reserve Account Security Instrument, the Trustee will withdraw from the Reserve
Account and transfer to the Authority for deposit in the Lease Payment Account an amount equal to the
principal amount of such Alternative Reserve Account Security Instrument.

[The Reserve Account will initially be funded with the 2018 Reserve Policy to be issued by the
2018 Reserve Insurer in the amount of the Reserve Requirement for the Bonds. Notwithstanding
anything to the contrary set forth in the Trust Agreement, amounts drawn under the 2018 Reserve Policy
shall be available only for the payment of scheduled principal and interest on the Bonds when due.]

If and to the extent that the Reserve Account has been funded with a combination of cash (or
Investment Securities) and an Alternative Reserve Account Security Instrument, then all such cash (or
Investment Securities) shall be completely used before any demand is made on such Alternative Reserve
Account Security Instrument, and replenishment of the Alternative Reserve Account Security Instrument
will be made prior to any replenishment of any such cash (or Investment Securities). If the Reserve
Account is funded, in whole or in part, with more than one Alternative Reserve Account Security
Instruments, then any draws made against such Alternative Reserve Account Security Instrument shall be
made pro-rata among the Alternative Reserve Account Security Instruments (calculated by reference to
the coverage then available thereunder).

Redemption Account. The Trustee will apply moneys in the Redemption Account as provided in
the Trust Agreement. Amounts in the Redemption Account will be applied to the redemption of Bonds.
Interest on Bonds so redeemed will be paid from the Lease Payment Account, except to the extent Net
Insurance Proceeds are used to pay such interest, and all expenses in connection with such redemption
will be paid by the City.

The Trustee will deposit in the Redemption Account, as received, all moneys, if any, paid to it by
the City for prepayment of Lease Payments pursuant to the Lease Agreement and the Trust Agreement.
Also, in the event of termination of the Lease Term pursuant to the Lease Agreement, the Trustee will
transfer to the Redemption Account all moneys on hand in the Lease Payment Account. All of said
moneys will be set aside in the Redemption Account for the purpose of redeeming the Bonds in advance
of their maturity and will be applied on or after the date of redemption designated pursuant to the Trust
Agreement to the payment of principal, premium, if any, and accrued interest, if any, with respect to the
Bonds to be redeemed upon presentation and surrender of such Bonds.

Insurance and Condemnation Account. Subject to the provisions of the Lease Agreement, the
proceeds of insurance, if any, maintained pursuant to the Lease Agreement against physical loss of or
damage to the Property or any portion thereof, any proceeds of title insurance maintained pursuant to the
Lease Agreement, and any condemnation awards constituting Net Insurance Proceeds will be deposited in
the Insurance and Condemnation Account immediately upon receipt and applied as provided in the Lease
Agreement.
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Assignment of Rights; Events of Default; No Acceleration

Pursuant to the Assignment Agreement, the Authority has transferred, assigned and set over to the
Trustee all of the Authority’s rights in and to the Lease Agreement (except the Authority’s rights to
indemnification, to give approvals and consents thereunder, and to payment or reimbursement for any
costs or expenses thereunder), including without limitation all of the Authority’s right to receive Lease
Payments from the City under the Lease Agreement, its right to receive the proceeds of insurance or of an
eminent domain award on the Property, its right to re-let the Property in the event of default by the City
under the Lease Agreement (an “Event of Default”), its right to enforce payment of such Lease Payments
when due, or otherwise protect its interests and enforce its rights under the Lease Agreement.

The Trustee shall have no right to declare the principal of or interest on the Bonds to be due and
payable immediately.

Parity Obligations

In addition to the Bonds, the Authority has the right under the Trust Agreement to issue any
bonds, notes, or other similar evidences of indebtedness, payable out of the Lease Payments and which, as
provided in the Trust Agreement or any Supplemental Trust Agreement, rank on a parity with the Bonds
(the “Parity Obligations”). Any such Parity Obligations will be issued under and pursuant to a
Supplemental Trust Agreement which shall specify: (i) the maturity date or dates of such Parity
Obligations, which shall be May 1 in any given year; (ii) the interest payment dates, which shall be May 1
and November 1; (iii) the terms, if any, for call and redemption of such Parity Obligations prior to
maturity; and (iv) the interest rate or rates on such Parity Obligations and any other matters deemed
appropriate or necessary and not inconsistent with the provisions of the Trust Agreement.

All of the Parity Obligations will be executed by the Authority for issuance under the Trust
Agreement and delivered to the Trustee and thereupon shall be delivered by the Trustee upon a Certificate
of Authorized Representative of the Authority but only upon receipt by the Trustee of the following
documents or money or securities:

(a) A certified copy of the Supplemental Trust Agreement authorizing the issuance of such
Parity Obligations;

(b) A Certificate of Authorized Representative of the Authority as to the delivery of such
Parity Obligations;

(c) An opinion of Bond Counsel substantially to the effect that (i) the Authority has the right
and power under the Law to execute and deliver such Supplemental Trust Agreement, and such
Supplemental Trust Agreement has been duly executed and delivered by the Authority, and the Trust
Agreement and such Supplemental Trust Agreements are in full force and effect and are valid and binding
upon the Authority and enforceable in accordance with their terms (except as enforcement may be limited
by bankruptcy, insolvency, reorganization and other similar laws relating to the enforcement of creditors’
rights and similar qualifications); (ii) such Parity Obligations are valid and binding special obligations of
the Authority, enforceable in accordance with their terms (except as enforcement may be limited by
bankruptcy, insolvency, reorganization and other similar laws relating to the enforcement of creditors’
rights) and are subject to the terms of the Trust Agreement and all Supplemental Trust Agreements and
entitled to the benefits of the Trust Agreement and all such Supplemental Trust Agreements and the Law,
and such Parity Obligations have been duly and validly issued in accordance with the Law and the Trust
Agreement and all such Supplemental Trust Agreements; and (iii) the obligation of the City to make the
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Lease Payments during the term of the Lease Agreement as amended pursuant to the Trust Agreement is a
valid and binding obligation of the City;

(d) A Certificate of the Authority (i) certifying that the Authority is in compliance with all
agreements and covenants contained herein in all material respects and that no Event of Default has
occurred or is continuing; (ii) stating that the Authority and the City have entered into an amendment to
the Lease Agreement pursuant to which the City is obligated to make Lease Payments at times and in
amounts sufficient to provide for payment of the principal of and interest on the Bonds (including such
Parity Obligations) which will be Outstanding following the sale and delivery of such Parity Obligations;
(iii) stating that provisions have been made for the deposit into the Reserve Account for such issue of
Parity Obligations; and (iv) containing such additional statements as may be reasonably necessary to
show compliance with the requirements of the Trust Agreement;

(e) An executed copy of the amendment to the Lease Agreement; and

® Such further documents, money and securities as are required by the provisions of the
Trust Agreement and the Supplemental Trust Agreement providing for the issuance of such Parity
Obligations.

See “APPENDIX C - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - TRUST
AGREEMENT.”

THE LEASE AGREEMENT

The following is a summary of selected provisions of the Lease Agreement between the City and
the Authority. This summary does not purport to be complete or definitive and it is qualified in its
entirety by reference to the Lease Agreement, a copy of which is available upon request from the
Authority or the corporate trust office of the Trustee. See also “APPENDIX C — SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS — LEASE AGREEMENT.”

General

The City and the Authority have entered into the Lease Agreement, whereby the Authority will
sublease the Property to the City in consideration of the payment by the City of Lease Payments sufficient
to pay principal and interest on the Bonds.

Lease Payments

Lease Payment Date. Subject to the provisions of the Lease Agreement, the City agrees to pay to
the Authority, its successors and assigns, as annual rental for the use and possession of the Property, the
Lease Payments (denominated into interest portions and principal portions) to be due and payable in
arrears on the 15th day of the month preceding an Interest Payment Date or if such a day is not a Business
Day then on the next succeeding Business Day (each such day a “Lease Payment Date™).

Credits. Any amount held in the Lease Payment Account on any Lease Payment Date (other than
amounts required for payment of past due principal or interest with respect to any Bonds that have
matured or been called for redemption and have not been presented for payment or amounts which have
been paid with respect to a prior Lease Payment Date but not yet distributed to Bond Owners) will be
credited toward the Lease Payment then due and payable.

-14-
12425-0020\2204422v5.doc Packet Page 116



No Lease Payment will be made on any Lease Payment Date if the amounts then held in the
Lease Payment Account (other than those amounts excluded under the prior sentence) are at least equal to
the cumulative total of Lease Payments then required to be paid.

Rate on Overdue Payments. In the event the City should fail to make any Lease Payment
required by the Lease Agreement, or any portion of any such Lease Payment, the Lease Payment or
portion in default shall continue as an obligation of the City until the amount in default shall have been
fully paid, and the City agrees to pay the same with interest thereon, to the extent permitted by law, from
the date such amount was originally payable at the highest rate of interest on any Outstanding Bond.

No Withholding. Notwithstanding any dispute between the Authority and the City, the City shall
make all Lease Payments when due and shall not withhold any Lease Payment pending the final
resolution of such dispute.

Fair Rental Value. The Lease Payments and the Additional Payments shall be paid by the City
in consideration of the right of possession of, and the continued quiet use and enjoyment of, the Property
during each such period for which said rental is to be paid. The parties thereto have agreed and
determined that such total rental to be paid thereunder does not exceed the fair rental value of the Property
during the term of the Lease Agreement. In making such determination, consideration has been given to
the fair rental value of the Property (including but not limited to costs of maintenance, taxes and
insurance), the uses and purposes which may be served by the Property and the benefits therefrom which
will accrue to the City and the general public.

Budget and Appropriation. The City covenants in the Lease Agreement to take such action as
may be necessary to include all Lease Payments and Additional Payments due thereunder in its proposed
annual budget and its final adopted annual budget and to make the necessary appropriations for any
amount of Lease Payments and Additional Payments to be paid therefor. The City will furnish to the
Trustee a notice on or before each July 15 if it has not adopted such final annual budget providing for
such payments of all Lease Payments and Additional Payments.

The obligation of the City to pay Lease Payments and Additional Payments under the Lease
Agreement shall constitute a current expense of the City payable from the general fund of the City or any
other legally available funds and shall not in any way be construed to be a debt of the City, or the State, or
any political subdivision thereof, in contravention of any applicable constitutional or statutory limitation
or requirements concerning the creation of indebtedness by the City, the State, or any political subdivision
thereof, or an obligation of the City for which the City is obligated to levy or pledge any form of taxation
or for which the City has levied or pledged any form of taxation.

Assignment of Lease Payments. The Authority’s rights under the Lease Agreement, including
the right to receive and enforce payment of the Lease Payments to be made by the City thereunder, have
been assigned by the Authority to the Trustee, subject to certain exceptions, pursuant to the Assignment
Agreement, to which assignments the City consents in the Lease Agreement. The Authority directs the
City, and the City agrees, to pay to the Trustee at the Trustee’s corporate trust office, or to the Trustee at
such other place as the Trustee may direct in writing, all Lease Payments or prepayments thereof payable
by the City under the Lease Agreement. The Authority will not assign or pledge the Lease Payments or
other amounts derived from the Property or from its other rights under the Lease Agreement except as
provided under the terms of the Lease Agreement, or its duties and obligations except as provided under
the Trust Agreement.

Additional Payments. In addition to the Lease Payments, the City will also pay such amounts
(the “Additional Payments”) as are required for the payment of all administrative costs of the Authority
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relating to the Property, including without limitation all expenses including usual and ordinary legal fees
and expenses, assessments, compensation and indemnification of the Authority and the Trustee payable
by the City, any amounts required to be rebated to the federal government in order to comply with the
provisions of Section 148 of the Code, taxes of any sort whatsoever payable by the Authority as a result
of its lease of the Property or undertaking of the transactions contemplated in the Lease Agreement or the
Trust Agreement, fees of auditors, accountants, attorneys or engineers, insurance premiums and other
items required by the Lease Agreement and all other necessary administrative costs of the Authority or
charges required to be paid by it in order to comply with the terms of the Bonds or of the Trust
Agreement (including but not limited to any Additional Payment required pursuant to the Trust
Agreement) or to indemnify the Trustee and its officers and directors. All such Additional Payments to
be paid under the Lease Agreement will be paid when due directly by the City to the respective parties to
whom such Additional Payments are owing.

Substitution of Property

Notwithstanding anything in the Lease Agreement to the contrary, the real or personal property
constituting the Property (including without limitation the Site and the public facilities and improvements
thereon) may be substituted, in whole or in part, by other properties, at the option of the City; provided,
that the following conditions shall have been satisfied: (i) such substitution does not, in the opinion of
Bond Counsel, adversely affect the tax-exempt status of the Bonds; (ii) the City certifies to the Authority
and the Trustee that the fair rental value of the substituted property is at least equal to the Lease Payments
each year for the remaining term of the Lease Agreement; (iii) the City has been advised by the rating
agencies then rating the Bonds that such substitution will not, in and of itself, result in a reduction of such
ratings on the Bonds; (iv) in the event that the substituted property consists in whole or in part of real
property, a California Land Title Association insurance policy (or, at the City’s sole discretion, an
American Land Title Association insurance policy) on the substituted property has been obtained and
evidence that any existing title insurance with respect to the portion of the Property remaining after such
substitution is not affected; and (v) the parties to the Lease Agreement will amend the Lease Agreement
(and any “short form” or “Memorandum of Lease Agreement” recorded pursuant to the Lease
Agreement) to properly reflect such substitution.

Abatement

Lease Payments and Additional Payments are payable by the City on each Lease Payment Date
for and in consideration of the right to use and occupy the Property. Except as otherwise specifically
provided in the Lease Agreement, the obligation of the City to pay Lease Payments and Additional
Payments due under the Lease Agreement shall be abated during any period in which, by reason of
material damage or destruction to, or condemnation of, the Property or any portion thereof, or defects in
title to the Property, there is substantial interference with the use and possession by the City of all or such
portion of the Property. The amount of abatement will be such that the resulting Lease Payments and
Additional Payments during which such interference continues, do not exceed the fair rental value of the
portions of the Property as to which such damage, destruction, condemnation or title defects do not
substantially interfere with the City’s use and possession of the Property. Such abatement will continue
for the period commencing with the date of such interference and ending with the restoration of the
Property to tenantable condition. Except as provided in the Lease Agreement, in the event of such
damage, destruction or taking, the Lease Payments and Additional Payments shall continue in full force
and effect, and the City waives any right to terminate the Lease Agreement by virtue of any such damage,
destruction or taking.

See “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” See also
“BONDOWNERS’ RISKS — Abatement.”
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Notwithstanding the foregoing, to the extent that moneys are available for the payment of Lease
Payments due under the Lease Agreement in certain of the funds and accounts established under the Trust
Agreement or are otherwise legally available to the Trustee under the Trust Agreement and the Lease
Agreement for such payments (including as a result of the availability of insurance proceeds), such Lease
Payments will not be abated as provided above but, rather, will be payable by the City as a special
obligation payable solely from said funds and accounts.

Events of Default; No Acceleration
Events of default under the Lease Agreement shall be any one or more of the following events:

(a) Payment Default. Failure by the City to pay any Lease Payment or Additional Payment
required to be paid thereunder on the date such payment is due thereunder.

(b) Covenant Default. Failure by the City to observe and perform any warranty, covenant,
condition or agreement on its part to be observed or performed therein or otherwise with respect thereto
or in the Property Lease, other than as referred to in clause (a) above, for a period of 60 days after written
notice specifying such failure and requesting that it be remedied has been given to the City by the
Authority; provided, however, if the failure stated in the notice cannot be corrected within the applicable
period, then no event of default shall have occurred so long as corrective action is instituted by the City
within the applicable period and diligently pursued until the failure is corrected.

(c) Bankruptcy or Insolvency. The filing by the City of a case in bankruptcy, or the
subjection of any right or interest of the City under the Lease Agreement to any execution, garnishment or
attachment, or adjudication of the City as a bankrupt, or assignment by the City for the benefit of
creditors, or the entry by the City into an agreement of composition with creditors, or the approval by a
court of competent jurisdiction of a petition applicable to the City in any proceedings instituted under the
provisions of the federal bankruptcy code, as amended, or under any similar act which may hereafter be
enacted.

Remedies on Default. Whenever any event of default referred to in the Lease Agreement shall
have happened and be continuing, it shall be lawful for the Authority to exercise any and all remedies
available pursuant to law or granted pursuant to the Lease Agreement; provided, however, that
notwithstanding anything therein or in the Trust Agreement to the contrary, THERE SHALL BE NO
RIGHT UNDER ANY CIRCUMSTANCES TO ACCELERATE THE LEASE PAYMENTS OR
OTHERWISE DECLARE ANY LEASE PAYMENTS NOT THEN DUE OR PAST DUE TO BE
IMMEDIATELY DUE AND PAYABLE.

Insurance

Pursuant to the Lease Agreement, the City will procure and maintain insurance on the Property,
as follows: (a) a commercial general liability insurance policy or policies naming as additional insureds
the Authority, the Trustee, and their directors, officers, agents and employees, insuring against all direct
or contingent loss or liability for damages for bodily injury, death or property damage occasioned by
reason of the use or operation of the Property, in the form of a combined single limit policy in the
minimum amount of $10,000,000 (such insurance may be maintained as part of or in conjunction with
any other liability insurance carried by the City); (b) workers’ compensation insurance to the extent
required by the laws of the State of California and to the extent applicable to the City; (c) insurance
against loss or damage to [key components to be described in more detail] of the Property against all
perils included within the classification of fire, extended coverage, vandalism, and malicious mischief
(including, as nearly as practicable, loss or damage by explosion, windstorm, riot, aircraft, vehicle
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damage, smoke, sprinkler damage, boiler explosion and such other hazards as are normally covered by
such insurance), in an amount equal to 100 percent of the replacement cost of the improvements on the
Property, which insurance may include a deductible in an amount not exceeding $100,000 (expressed in
2018 dollars, to be adjusted annually for the rate of inflation, as measured by the Consumer Price Index
for the State, as maintained by the Bureau of Labor Statistics, United States Department of Labor); and
(d) rental interruption insurance to cover loss, total or partial, of the use of any part of the Property as the
result of any of the hazards covered in the insurance required by clause (c) above and the resulting loss of
rental income to the Trustee, as assignee of the Authority, in an amount sufficient to pay the maximum
remaining principal and interest portions of Lease Payments due under the Lease Agreement for a period
of at least 24 months, provided the Net Insurance Proceeds of such rental interruption insurance will be
paid to the Trustee for deposit in the Lease Payment Account and will be credited towards the payment of
Lease Payments in the order in which such Lease Payments become due and payable. The City shall
annually certify to the Trustee that the insurance policies required by the Lease Agreement are in full
force and effect and will provide the Trustee with copies of such policies upon request.

As an alternative to providing the insurance required by clauses (a) or (b) of the foregoing
paragraph, the City may provide a self-insurance method or plan of protection (but only from a special
fund of the City or other source for which the General Fund of the City is not in any fashion obligated nor
to which the City is otherwise obligated to make payments), covering one or all of the insurance
coverages required to be provided by clauses (a) and (b), so long as (i) such self-insurance method or plan
of protection will afford reasonable protection to the Authority and the Trustee, in light of all
circumstances, giving consideration to cost, availability and similar plans or methods of protection
adopted by counties in the State other than the City, (ii) the City shall have provided evidence to the
Authority and the Trustee that the City has segregated amounts in a special insurance reserve meeting the
requirements of this Section, and (iii) in the reasonable opinion of the City’s risk manager or a reputable
independent insurance consultant, such self-insurance is maintained at an actuarially sound level for the
purpose of the Lease Agreement.

In the event of any damage to or destruction of the Property caused by the perils covered by such
insurance, the Net Insurance Proceeds will be applied to the reconstruction, repair or replacement of the
damaged or destroyed portion of the Property. The City will begin such reconstruction, repair or
replacement promptly after such damage or destruction occurs, and will continue and properly complete
such reconstruction, repair or replacement as expeditiously as possible, and will pay out of such Net
Insurance Proceeds all costs and expenses in connection with such reconstruction, repair or replacement
so that the same shall be completed and the Property will be free and clear of all claims and liens except
as provided in the Lease Agreement.

Notwithstanding the foregoing, the City will prepay Lease Payments in whole or in part if
(1) replacement or repair of any portion of the Property are not economically feasible or in the best interest
of the City, or (ii) the City is not able make both of the following certifications: (a) the Net Insurance
Proceeds, together with any other funds supplied by the City in its discretion for such purpose, are
sufficient to restore the Property to a use which will have an annual fair rental value not less than the
annual Lease Payments and Additional Payments due under the Lease Payments (assuming that the
annual Additional Payments due in the future will equal the average annual Additional Payments prior to
such date), and (b) in the event that damage, destruction or taking results in an abatement of Lease
Payments and Additional Payments, such replacement or repair can be fully completed within a period
not in excess of the period in which legally available funds will be available to pay in full all Lease
Payments and Additional Payments coming due during such period. In the event the City prepays less
than all of the remaining principal portion of the Lease Payments, the amount of such prepayment will be
applied to reduce the principal portion of the remaining Lease Payments corresponding to the resulting
prepayment of the principal portion with respect to the Bonds. In such event, the City will deposit with
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the Trustee (but solely to the extent of legally permitted funds) an amount which when combined with the
Net Insurance Proceeds will prepay enough Lease Payments such that the fair rental value of the
remaining portion of the Property are sufficient to pay the principal portions and interest portions due
under the Lease Agreement after such Net Insurance Proceeds and such deposit by the City are applied to
such prepayment.

The City will provide adequate reserves to cover the amount of any deductible provisions of the
insurance required to be maintained pursuant to the Lease Agreement.

Title Insurance. The City will obtain a California Land Title Association insurance policy (or, at
the City’s sole discretion, an American Land Title Association insurance policy) at the time of and dated
as of the Delivery Date for the Bonds in an aggregate amount not less than the aggregate principal amount
of the Bonds, payable to the Trustee, insuring the respective interests of the City and the Authority in the
Property, and insuring the validity of the Assignment Agreement, subject only to Permitted
Encumbrances, issued by a title insurance company qualified to do business in the State of California and
acceptable to the Insurer. To the extent permitted under the Trust Agreement, the costs of obtaining such
title insurance policy or policies may be paid out of the sale proceeds of the Bonds.

See “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - LEASE
AGREEMENT.”

THE PROPERTY

Lease Payments will be made by the City to the Authority under the Lease Agreement for the
beneficial use and occupancy of the Property, consisting of the real property described in the Lease
Agreement, together with all improvements and facilities at any time situated thereon, being the City’s
public park known as Cutino Park, excluding a portion of the park subject to a long-term lease with the
Boys and Girls Club of the Monterey Peninsula.

Originally established in 1967, Cutino Park is located at the corner of San Pablo Avenue and
Noche Buena Street and is a 6.62 acre multi-use park. Existing facilities at the site include a lighted
youth baseball field, spectator seating, concession and restroom buildings, storage building, basketball
court, handball court, playground area, concrete fountain, picnic and barbeque areas and paved pathways.

The Property consists of approximately 4.555 acres of Cutino Park, which excludes only the
portion of the park subject to the long-term lease with the Boys and Girls Club of the Monterey Peninsula.
As discussed under “PLAN OF FINANCE,” the proposed improvements to the park to be financed from
proceeds of the Bonds total approximately $5.33 million and consist primarily of site preparation work,
field renovations to incorporate synthetic turf for multi-use sport activities, a new skate park, new fencing,
pathway lighting, and park entrance signage. The City has also secured federal Community Development
Block Grant (CDBG) funding, which the City expects to expend on the following improvements for
Cutino Park totaling approximately $283,000: Americans with Disabilities Act (ADA) upgrades for
pathways, entrances, and viewing areas; and bleachers and drinking fountain improvements.

As described under the caption “THE LEASE AGREEMENT — Substitution of Property,” the
City has the right to substitute other facilities after complying with the conditions of the Lease Agreement.
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AERIAL VIEWS OF THE PROPERTY

[insert aerial views of Cutino Park on this page]
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THE CITY
General

The City was founded in 1887 and incorporated on October 13, 1954 as a general law city. The
City is an approximately ten-square mile ocean-side community located on the Monterey Peninsula in
Monterey County (the “County”) on the central coast of California, approximately 120 miles south of San
Francisco. Based on an estimate by the California Department of Finance, the City’s population was
34,270, as of January 1, 2018. A portion of Fort Ord, a former United States Army post which has been
converted to civilian use, is located in the City. Located on the site of the former Fort Ord military base
are the Monterey Bay campus of California State University (CSUMB) and the Monterey College of Law.
The City’s Bayonet and Black Horse Golf Courses, a host to PGA Tour events (including the 2012 PGA
Professional National Championship), are also located on the site of the former Fort Ord military base.

The County borders the Pacific Ocean almost at the midpoint of the California coastline,
approximately 130 miles south of San Francisco and 240 miles north of Los Angeles and was
incorporated in 1850 as one of the State’s original 27 counties. The City of Salinas is the County seat.
The County covers an area of approximately 3,300 square miles, with a population in excess of 400,000.
Agriculture, tourism, and government are major contributors to the County’s economy. The Salinas
Valley, located in the eastern portion of the County, is a rich agricultural center and one of the nation’s
major vegetable producing areas. The Monterey Peninsula, famed for its scenic beauty, is a year-round
tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill, Poppy Hills and The Links at Spanish Bay
are well known Monterey Peninsula golf courses. The Monterey Bay Aquarium and the City of Carmel
also are attractions that draw tourists to the Monterey Peninsula.

City Government

The City has a Council-Manager form of government. The five-member City Council is a
legislative and policy-making body that is elected on a nonpartisan basis to represent the residents. The
Mayor is elected every two years in a general election held in November of even-numbered years. There
are four members of the City Council who have overlapping terms, with two members of the City Council
elected every two years by the voters through a general election. Each member of the City Council,
including the Mayor, have one-vote and are not subject to term limits. The City Manager is appointed by
the City Council to manage the daily operations of the City and is responsible for making policy
recommendations to the City Council and implementing City Council policy directives. The City’s Fiscal
Year 2018-19 budget provides authorization for employment of 149 full-time equivalent City employees.

The current City Council members and their respective term expiration dates are as follows:

Name and Office Term Expires

Ralph Rubio, Mayor December, 2018
Dennis Alexander, Mayor Pro Tem December, 2018
Jason Campbell, Council Member December, 2020
David R. Pacheco, Council Member December, 2020
Kayla Jones, Council Member December, 2020

Craig Malin is the City Manager of the City and the Executive Director of the Authority. The
City Manager is appointed by the City Council as the administrative head of the City. Mr. Malin was
appointed City Manager in December 2015 and is responsible to direct the daily operations of the City,
enforce City laws, prepare the municipal budget, and implement the policies and programs initiated by the
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City Council. The City Manager appoints all of the department heads and directly oversees their
operations.

Mr. Malin’s career in community building and organizational development spans three decades,
with experience in both public and private sectors. From 2001 through 2015, Mr. Malin served as City
Administrator of the City of Davenport, lowa, which is the county seat of Scott County in the State of
Iowa. Prior to 2001, Mr. Malin’s experience includes working with five cities, two counties, a
metropolitan planning organization, and a park district.

Mr. Malin is a member of the International City / County Management Association (ICMA) and
American Planning Association (APA), holding the American Institute of Certified Planners (AICP)
credential. He has attained the ICMA Credentialed Manager designation and has served on numerous
national ICMA and National League of Cities committees, including helping found the Sustainable
Communities Committee and rewriting the credentialing exam for the profession. Mr. Malin holds
Masters Degrees in Public Administration from University of Illinois, Human Resources Development
from Webster University, and Urban Planning & Policy from Roosevelt University. Mr. Malin was the
first city manager to complete both the National Preparedness Leadership Initiative and Senior Executive
in State & Local Government program at Harvard's John F. Kennedy School of Government.

Daphne Hodgson is the Deputy City Manager of Administrative Services of the City; this
position presently serves as the Finance Director and Treasurer of the City and the Treasurer of the
Authority and is responsible for the financial affairs of the City and the Authority. Ms. Hodgson assumed
the responsibilities of the Finance Director of the City in January 2002 and has served in that capacity for
over 16 years. Prior to her work with the City, Ms. Hodgson served in the finance director capacity in
several other cities for over 12 years and worked for several years in county government. She holds a
Bachelors Degree in Accounting from California State University of Sacramento and is a certified public
accountant. Ms. Hodgson is a member of California Society of Municipal Finance Officers and the
American Institute of Certified Public Accountants.

Ms. Hodgson is planning to retire in September 2018, after the sale of the Bonds has been
completed. The City Council is presently conducting a search for a new Finance Director. The Assistant
Finance Director, Travis Foster, will assume the responsibilities of the Finance Director of the City until a
new Finance Director has been selected and appointed by the City Manager.

Travis Foster is the Assistant Finance Director of the City and the Assistant Treasurer of the
Authority. Mr. Foster has been with the City since April 3, 2017. As the Assistant Finance Director, he
is responsible for the day-to-day financial processing, reporting and record-keeping activities as well as
complex accounting duties including preparation of the City-wide budget and financial statements. Mr.
Foster previously worked in Public Accounting and in the private sector as a Controller. He received his
Bachelor of Science Degree in Finance and his Master’s in Accountancy from San Jose State University.
Mr. Foster is a member of the California Society of Municipal Finance Officers and the Government
Finance Officers Association, as well as a CPA in the State of California

Richard Riedl, PE, is the Public Works Director and City Engineer for the City. Mr. Riedl has
been with the City since August 2007 and has worked in a variety of engineering capacities. He performs
a variety of management, engineering, planning and project management activities. He manages staff for
the public works department including the engineering division. As the City Engineer his responsibilities
include the design, investigation, construction, and administration of public works projects, including the
improvement and maintenance of the municipal water system, the sewer system, the storm drain system,
streets, parks and government buildings. In this capacity, Mr. Riedl oversees and approves studies and
contract documents for capital projects for these municipal programs and private land development
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programs. He oversees preparation of master planning documents and supporting studies and documents
for all public works projects and land development projects.

Mr. Riedl managed the reconstruction of the City’s downtown corridor and is currently managing
the reconstruction of several park facilities and city streets. Mr. Riedl managed the user fee increases for
the water utility and sewer utility, guiding them through the ballot and implementation process. Mr. Riedl
also manages the Seaside water conservation program and participates in the Seaside Watermaster TAC,
the Monterey Peninsula Regional Water Authority TAC, and the Monterey Peninsula Integrated Regional
Water Management Program. As an engineering consultant, Mr. Riedl designed and constructed several
wastewater and groundwater treatment systems, storm drain improvements, road improvements, and site
improvements for land development projects.

Mr. Riedl is a registered professional civil engineer in the State of California, holds a Bachelor of
Science degree in Mechanical Engineering from California State Long Beach and a Master of Science
degree in Civil and Environmental Engineering from Stanford University. Mr. Riedl is a member of and
has served on the Board of Directors for Monterey Bay Chapter of American Public Works Association
and the Monterey Bay Chapter of the California Society of Professional Engineers.

Lesley Milton-Rerig is the City Clerk and Public Affairs Officer of the City and the Authority
Secretary. Ms. Milton-Rerig was appointed by the City Manager to serve as City Clerk in August 2014
and oversees the compliance of the City’s nine Boards Commissions and Committees. Ms. Milton-Rerig
has more than 15 years of public service history, 7 years working in the City Clerk profession. As City
Clerk, Ms. Milton-Rerig serves the public as the City’s election official and compliance officer for the
Political Reform Act, the Brown Act and Public Records Act. She also serves as the legislative record
manager managing the City’s legislative actions, historical records, municipal code as well as legal
agreements. As Public Affairs Officer, Ms. Milton-Rerig facilitates the City’s public media programs
including the website and social media accounts and serves as the City’s Public Information Officer. Ms.
Milton-Rerig has a Bachelor's Degree in Criminal Justice and Master's Degree in Public Administration.
She has achieved certifications as a Certified Municipal Clerk, a Certified Project Manager and a
Certified Human Resources Specialist. Ms. Milton-Rerig is a member of the California City Clerks
Association, the International Institute of Municipal Clerks, the California Public Information Officers
Association, and the International City Managers Association.

Population
The following table shows the population for the City and Monterey County for the years shown:

TABLE 1
City of Seaside
City and County Population ’®
Calendar Years 2009-2018

Calendar Year City County Calendar Year City County
2009 32,660 412,233 2014 33,796 429,308
2010 32,955 415,108 2015 34,189 432,740
2011 32,856 417,892 2016 34,165 438,175
2012 33,352 423,072 2017 34,185 442,149
2013 33,757 427,147 2018 34,270 443,281

(1) As of January 1 of each year.
(2) Based on 2000 & 2010 census benchmark.
Source: Demographic Research Unit, California State Department of Finance.
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Employment and Industry

The following table shows certain employment statistics and the unemployment rate for the City,
the County and the State, for calendar years 2013 through 2017.

TABLE 2
City of Seaside
City, County and State Average Annual Employment Statistics
Calendar Years 2013 through 2017

City County State
Labor Unemployment Unemployment Unemployment

Year Force Employed Rate Rate Rate
2013 18,100 16,200 10.6% 10.3% 8.9%
2014 18,300 16,600 9.3 9.0 7.5
2015 18,300 16,800 8.3 8.1 6.2
2016 18,400 17,000 7.8 7.7 5.5
2017 18,200 16,800 7.5 7.2 4.8

(1) Not seasonally adjusted. Figures represent the 12-month average for each such year.
Source: California Employment Development Department, Labor Market Information Division.

The following table shows the distribution of the labor force in the County from 2013 through

2017.
TABLE 3
County of Monterey
Annual Average Employment by Industry
Calendar Years 2013-2017
2013 2014 2015 2016 2017 @
Total Farm 52,200 53,000 53,300 52,500 52,500
Natural Resources, Mining & Construction 4,700 5,100 5,500 6,100 6,200
Manufacturing 5,300 5,400 5,500 5,400 5,600
Trade, Transportation and Utilities 25,400 25,700 26,000 26,100 26,100
Information 1,500 1,400 1,300 1,100 1,100
Financial Activities 4,000 4,000 4,100 4,200 4,300
Professional and Business Services 11,300 12,100 12,800 13,400 13,200
Educational and Health Services 17,500 18,000 18,400 18,800 19,600
Leisure and Hospitality 21,900 22,800 23,400 24,300 24,500
Other Services 4,800 4,900 5,000 5,100 5,200
Government 30,200 30,600 31,100 31,900 33,000
Total All Industries @ 176,700 182,000 186,100 189,500 191,100
Total Civilian Labor Force® 216,400 218,200 218,800 219,500 220,200

(1) Most recent year for which annual data is available (as of July 13, 2018).

(2) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic
workers and workers on strike.

(3) Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic
workers and workers on strike.

Source: California Employment Development Department, Labor Market Information Division.
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Largest Employers

The following table lists the principal employers in the City for Fiscal Year 2017-18. The City is
not aware of any significant changes since May 2016 to the principal employers shown in Table 4.

TABLE 4
City of Seaside
Principal Employers
Fiscal Year 2017-18

Number of Percent of Total

Employer Product/Function Employees Employment
U.S. Defense Department Military 1,300 40%
California State University Monterey Bay Education 1,000 31
Monterey Peninsula Unified School District Education 200 6
Seaside Auto Center, and related auto services  Auto sales and service 200 6

City of Seaside Government 150 5
Embassy Suites Lodging/visitor services 150 5
California Department of Motor Vehicles Government 100 3
Home Depot Retail 100 3
Holiday Inn Express Lodging/visitor services 40 1
Total Employment Listed 3,240 100%

Source: City of Seaside, compiled from City of Seaside Draft General Plan Update, May 2016, and other local resources.
Per Capita Personal Income

The following table shows the annual per capita personal income for the City, the County, the
State, and the United States of America from 2011 through 2016:

TABLE 5
City of Seaside, County of Monterey,
State of California, and the United States of America
Per Capita Personal Income ’®
Calendar Years 2011 through 2016

Year City @ County State U.S.

2011 $21,478 $42,422 $45,849 $42,463
2012 21,876 43,803 48,369 44,283
2013 22,703 44,816 48,570 44,489
2014 22,537 47,107 51,344 46,486
2015 21,331 51,256 54,718 48,429
2016 21,064 @ 52,448 @ 56,374 49,204

(1) Dollar estimates in current dollars (not adjusted for inflation).

(2) County, State and U.S. data computed using U.S. Bureau of the Census midyear population estimates. Estimates for
2011-2016 reflect county, State, and U.S. population estimates available as of March 2017.

(3) City population for calculating per capita personal income is based on U.S. Census population estimates and includes
estimated populations for military barracks and college dormitories. CSUMB is located entirely within the City’s
jurisdictional boundaries, and CSUMB student population is estimated at approximately 7,500.

(4) Most recent year for which data is available (as of July 13, 2018).

Source: City of Seaside, as shown in the Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2017, for

City data, and City of Seaside for footnote 3; U.S. Department of Commerce, Bureau of Economic Analysis for data for
County, State, and U.S.
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Median Household Income

The following table shows the “median household income in the past twelve months” for the
City, the County, the State, and the United States of America based on data collected over the most recent
five-year periods for which data is available. Dollar estimates in the first four years of each five-year
period are adjusted for inflation to the ending year of the applicable period based on the national
consumer price index. Data for single-year periods are not available for populations of less than 65,000,
for insufficient sample size reasons. Data should not be interpreted as year-by-year changes, due to
overlapping years in each data period.

TABLE 6
City of Seaside, County of Monterey,
State of California, and the United States of America
Median Household Income in the Past Twelve Months
Using Five-Year Estimates "

Data Period City County State U.S.
2007-2011 $58,403 $59,737 $61,632 $52,762
2008-2012 59,057 60,143 61,400 53,046
2009-2013 55,871 59,168 61,094 53,046
2010-2014 52,538 58,582 61,489 53,482
2011-2015 51,704 58,783 61,818 53,889
2012-2016 @ 53,406 60,889 63,783 55,322

(1) Represents data collected over the five-year periods, with dollar estimates in first four years of each five-year period
adjusted for inflation to the ending year of the applicable period based on the national consumer price index. Data for
single-year periods are not available for populations of less than 65,000, for insufficient sample size reasons. Data
should not be interpreted as year-by-year changes, due to overlapping years in each data period.

(2) Most recent five-year period for which data is available (as of July 30, 2018).

Source: U.S. Census Bureau, American Community Survey 5-Year Estimates.

[The remainder of this page is intentionally left blank.]
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Taxable Transactions

A summary of taxable sales within the City, by type of business, during the past five years for
which data is available is shown in the following table.

TABLE 7
City of Seaside
Taxable Transaction Valuation
Calendar Years 2012-2016

Business 2012 2013 2014 2015 @ 2016 @
Motor Vehicle and Parts Dealers $234,970 $263,636 $284,768 $331,226 $356,805
Home Furnishings and Appliance Stores 6,533 7,142 7,711 7,760 7,062
Building Material, Garden Equip & Supplies #® #® #® 72,402 75,116
Food and Beverage Stores 14,334 16,167 16,900 17,370 18,753
Gasoline Stations 37,775 34,569 33,262 29,346 26,400
Clothing and Clothing Accessories Stores 1,063 852 758 837 879
General Merchandise Stores 5,683 5,583 5,774 5,828 5,224
Food Services and Drinking Places 34,479 39,211 47,629 49,089 56,555
Other Retail Group 80,631 86,916#® 915544 @ 25,204 24,536
Total Retail and Food Services $415,467 $454,076 $488,357 $539,062 $517,331

All Other Outlets 51,869 57,303 57,947 64,376 67,488
Total All Outlets $467,336 $511,379 $546,304 $603,438 $638,819

(1) In thousands of dollars (1,000s).

(2) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the number of
outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store retailers. Therefore,
industry-level data for 2015 and subsequent years are not comparable to that of years prior to 2015.

(3) Most recent year for which taxable sales data by industry is available (as of July 14, 2018).

(4) Omitted from Business category with “#” notation, because per the California Board of Equalization, the publication of such data
would result in the disclosure of confidential information; omitted dollar amounts included in “Other Retail Group” Business category.

Source: California Board of Equalization.

The number of sales permits and the valuation of taxable transactions in the City subject to sales
tax are presented in the following table.

TABLE 8
City of Seaside
Permit Numbers and Taxable Transaction Valuation
Calendar Years 2011-2016
No. of Total

No. of Retail and Retail and Food

Year Food Permits Outlets ¥ Permits Total All Outlets
2011 368 $357,220 529 $407,240
2012 369 415,467 518 467,336
2013 379 454,076 527 511,379
2014 366 488,357 505 546,304
2015 @ 357 539,062 537 603,438
2016 @O 366 571,331 566 638,819

(1) In thousands of dollars (*000s)

(2) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the
number of outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store
retailers. Therefore, number of Retail and Food Outlets also may not be comparable to that of calendar years prior to 2015.

(3) Most recent year for which data is available (as of July 14, 2018).

Source: California Board of Equalization.
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Building Activity

The following is a summary of the valuation of building permits issued by the City in the past

four calendar years.

City of Seaside

TABLE 9

Building Permit Valuation
Calendar Years 2014-2017

2014 2015 2016 2017
Construction Cost:
Residential:
New single-family units -- $ 120,000 $ 500,000 $ 100,000
New multi-family -- -- -- --
Additions, alterations $3,924,166 5,304,341 5,407,931 5,643,945
Total Residential: $3,924,166 $ 5,424,341 $ 5,907,931 $ 5,743,945
Non-Residential:
New commercial -- -- -- -
New industrial or other non-residential - - -- --
Additions, alterations $4,596,327 $ 6,990,507 $ 8,799,647 $11,576,460
Total Non-Residential: $4,596,327 $ 6,990,507 $ 8,799,647 $11,576,460
Total Valuation (Residential & Non-Residential):  $8,520,493 $12,414,848 $14,707,578 $17,320,405
Number of New Dwelling Units:
Single-family 0 1 1 1
Multi-family 0 0 0 0
Total Units: 0 1 1 1

Source: City of Seaside.

Former Fort Ord Army Base

The City is in various stages of negotiations with several developers for the development of land
within a portion of the former Fort Ord military base located in the north end of the City. As with any
real estate development, such projects are subject to various conditions and may not materialize, and
some projects are presently in preliminary stages. Among these proposed developments, the City
anticipates that two are approaching the completion of their entitlement processes toward the end of
calendar year 2018.

The proposed Campus Town mixed use development, an integrated mixed use project on
approximately 90 acres, is located just south of the California State University Monterey Bay campus.
Pursuant to a Purchase and Sale Agreement, dated as of February 6, 2017, with KB-Bakewell Seaside
Venture, LLC, the developer is expected to purchase the land in two phases from the City and the
Successor Agency upon the satisfaction of certain conditions to closing. The second phase of the land
acquisition is to expected to occur not less than one year after the closing of the first phase of the land
acquisition. The transfer by the Successor Agency of the land to the City for future disposition to the
developer was included in the Successor Agency’s Long-Range Property Management Plan, which
originally was approved by its Oversight Board in August 2014, with subsequent amendments to the plan
approved by the Oversight Board in March and May 2015 and the California Department of Finance
approval issued on May 29, 2015. Based on the current status of performance under the Purchase and
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Sale Agreement, the City presently anticipates that approval of all discretionary entitlements necessary for
construction of the project (e.g., a specific plan, review under the California Environmental Quality Act
(CEQA), the tentative map, and a development agreement) will be considered by the City’s Planning
Commission and the City Council sometime between November 2018 and January 2019, and that the
close of escrow for the first phase of the developer’s land acquisition will occur shortly after all
discretionary entitlements have been approved, including but not limited to approval of a finding of
consistency with the Base Reuse Plan by FORA (see “— FORA Transition Plan” below). However, under
the Purchase and Sale Agreement, the close of escrow for the first phase of the developer’s land
acquisition could occur as late as calendar year 2022, and if certain conditions are not met, it is possible
that the land acquisition closings and the completed project could not occur at all. The Purchase and Sale
Agreement contemplates that the Campus Town mixed use development will include the following
components: 383 single family detached residences, 168 townhomes, 181 apartment units, 119,730
square feet of neighborhood commercial space, 226,311 square feet of regional commercial space, 57,400
square feet of flex-tech commercial buildings, a hotel, and a park.

The proposed Main Gate mixed use development is situated north of Lightfighter Drive between
Highway 1 and 2nd Avenue in the City, northwest of the proposed Campus Town mixed use
development. The property consists of approximately 56 acres, adjacent to the California State University
Monterey Bay campus, with ocean views and on the east side of the entrance for the recently opened Fort
Ord Dunes State Park situated along the Pacific Ocean west of Highway 1. Previously, the Main Gate
property was proposed for development as a regional open-air, “lifestyle” commercial center and a
hotel/spa/conference facility. Although the development negotiations with the prior developer ceased, the
City proceeded in July 2010 to certify an Environmental Impact Report and adopt the Projects at Main
Gate Specific Plan, and in October 2010, FORA approved a determination of consistency with the Base
Reuse Plan. In view of changed market conditions since 2010, the City conducted a Request for
Proposals process in late 2016 with respect to development of the Main Gate site as a mixed-use project
instead of the previously entitled regional open-air, “lifestyle” commercial center and
hotel/spa/conference facility. Following this process, the City entered into an Exclusive Negotiating
Agreement, dated as of February 17, 2017, with the Seaside Development Company, LLC, a subsidiary of
Petrovich Development Company in Sacramento. The Exclusive Negotiating Agreement provides the
developer with time to design a project and undertake required steps to modify the existing entitlements
as necessary to implement the Main Gate mixed use development. The Exclusive Negotiating Agreement
also provides for the City and the developer to negotiate with each other on an exclusive basis to establish
the terms and conditions of a Purchase and Sale Agreement that would result in the developer’s
acquisition and development of the property, and it is presently anticipated that such land acquisition will
occur over five phases. The transfer by the Successor Agency of the land to the City for future
disposition to a developer was included in the Successor Agency’s Long-Range Property Management
Plan, which originally was approved by its Oversight Board in August 2014, with subsequent
amendments to the plan approved by the Oversight Board in March and May 2015 and the California
Department of Finance approval issued on May 29, 2015. Based on the current status of performance
under the Exclusive Negotiating Agreement, the City presently anticipates that approval of a Purchase
and Sale Agreement and all discretionary entitlements necessary for construction of the project, including
modification of existing entitlements (e.g., a specific plan update, a CEQA addendum, and the tentative
map), will be considered by the City’s Planning Commission and the City Council in or about September
or October 2018 [update in September|, and that the close of escrow for the first phase of the
developer’s land acquisition will occur shortly after all discretionary entitlements or entitlement
modifications have been approved, including but not limited to approval of a finding of consistency by
FORA. However, as with any real estate development, if certain conditions are not met, it is possible that
the land acquisition closings and the completed project could not occur at all. The plans and other
project-related documents submitted by the developer to the City pursuant to the Exclusive Negotiating
Agreement presently contemplate that the Main Gate mixed use development will include the following
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components: 100 single family detached units, 110 single family attached units, 200 multi-family units,
250 student housing units, 100,000 square feet of neighborhood retail space, 35,000 square feet of retail
shops, 60,000 square feet of restaurant space, 12,000 square feet of brewery space, and hotel
accommodations for 450 rooms.

On March 9, 2018, two Petitions for Writ of Mandate were filed in the Superior Court of the
State, County of Monterey, against the Marina Coast Water District (“MCWD”): (i) Keep Fort Ord Wild
v. Marina Coast Water District, Case No. 18CV000883, and LandWatch Monterey County v. Marina
Coast Water District, Case No. 18CV000877. Both lawsuits allege that approval by the Board of
Directors of MCWD, on February 20, 2018, of the Ord Community Sphere of Influence Amendment and
Annexation (the “SOI Amendment and Annexation”) was premised on improper or inadequate CEQA
proceedings. MCWD is a County Water District organized and operating under the County Water
District Law (California Water Code Section 30000, et seq.), located on the coast of Monterey Bay at the
northwest end of the Salinas Valley and occupying an area of approximately 4.5 square miles. MCWD
provides potable water, wastewater treatment and collection, and reclaimed water services within the City
of Marina and also currently provides water, wastewater, and recycled water service within the
boundaries of the former Fort Ord Army Base, also referred to as the “Ord Community,” under an
agreement with FOR A that terminates upon the termination of the legal existence of FORA (currently
anticipated in 2020). As described in MCWD’s CEQA documents relating to the SOl Amendment and
Annexation, the SOl Amendment and Annexation amends MCWD’s sphere of influence and expands its
service area to include a portion of the former Fort Ord already served by MCWD, portions of the City
and the City of Marina, specified undeveloped parcels within the Ord Community with initiated
development approvals as of December 19, 2017 (including territory of the Campus Town and Main Gate
mixed use projects described above), and unincorporated County territory within the Ord Community,
including property under the ownership of the U.S. Department of Defense and CSUMB, among others.
Keep Fort Ord Wild is an unincorporated association under California law, and LandWatch Monterey
County is a California non-profit public benefit corporation exempt from federal income taxation under
Section 501(c)(3) of the U.S. Internal Revenue Code. In the petitions, both entities assert an inadequacy
of MCWD’s water supplies to serve the areas subject to the SOI Amendment and Annexation and the
failure of MCWD to consider certain information in its CEQA proceedings. Among the relief sought in
the petitions, the plaintiffs seek to invalidate the CEQA-related actions taken by the MCWD Board on
February 20, 2018, to enjoin MCWD from acting under the SOI Amendment and Annexation, and to
compel CEQA compliance by MCWD in connection with any further efforts of annexation within the
contemplation of the SOl Amendment and Annexation. The City cannot predict the outcome of the
aforementioned litigation, or if successful, whether and to what extent the outcome may affect
development proposed for the land situated within a portion of the former Fort Ord military base in the
City, including but not limited to the proposed Campus Town and Main Gate mixed use developments.

See “BONDOWNERS’ RISKS — Development Risks” for further considerations regarding the
development of property within the former Fort Ord military base. As a conservative measure, the City
has not included any projected property tax, sales tax, transient occupancy tax, or other revenues from the
Campus Town mixed used development, the Main Gate mixed used development, or any other potential
developments in its adopted Fiscal Year 2018-19 budget.

FORA Transition Plan

The Fort Ord Reuse Authority Act (California Government Code Section 67650, et seq.) (the
“FORA Act”) established the Fort Ord Reuse Authority (“FORA”) in 1994 to prepare and implement a
plan for the use and development of the territory within the previous Fort Ord military base (the “Reuse
Plan”) and to provide oversight of the Monterey Bay area economic recovery from the closure and reuse
planning of the former Fort Ord military base. Pursuant to Government Code Section 67700, the FORA
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Act will become inoperative when the FORA board determines that 80% of the territory of Fort Ord that
is designated for development or reuse in the Reuse Plan has been developed or reused in a manner
consistent with the Reuse Plan, or June 30, 2020, whichever occurs first. On January 1, 2021, the FORA
Act is repealed unless State legislation is passed to extend the sunset date.

The Monterey County Local Agency Formation Commission will provide for the orderly
dissolution of FORA, including ensuring that all contracts, agreements, and pledges to pay or repay
money entered into by FORA are honored and properly administered and that all assets of FORA are
appropriately transferred. The FORA board is required to approve a transition plan (“Transition Plan) by
a majority vote, and submit the Transition Plan to the Monterey County Local Agency Formation
Commission on or before December 30, 2018, or 18 months before the anticipated inoperability of the
FORA Act, whichever occurs first. The Transition Plan must assign assets and liabilities, designate
responsible successor agencies, and provide a schedule of remaining obligations.

At its June 8, 2018 meeting, the FORA board received from staff a draft Transition Plan (dated
6/5/18). It is expected that the draft will be revised and a Transition Plan will be presented to the board
for its consideration and approval in the September - October 2018 timeframe.

At its July 13, 2018 meeting, FORA staff presented the FORA board a draft compilation of
assignment charts (by jurisdiction), which are the basis for how remaining revenue generating obligations
and project implementation will be accomplished.

At its August 10, 2018 meeting, the FORA board received an update on the transition planning
process, including a draft memorandum, dated May 30, 2018, prepared by EPS. The EPS memorandum
reviews the financial implications of the pending transition, including but not limited to projected
property tax revenue implications to, and development forecasts with respect to, the County, the City, and
two other cities located within the former Fort Ord under certain FORA dissolution scenarios - including
statutory extension of the FORA dissolution date to June 2028. The EPS memorandum also notes that
certain financial and infrastructure obligations of FORA will transition to the succeeding entities. The
FORA board also received a draft resolution adopting a Transition Plan. Since the August 10, 2018
meeting, a final version of the EPS memorandum, dated August 21, 2018, has become available on
FORA’s website.

The City, along with the neighboring City of Marina, have contracted with Willdan Financial
Services to prepare a fiscal impact analysis of the potential dissolution of FORA specific to the City and
the City of Marina, including both projected successor obligations and expenses (such as transportation,
water augmentation, and habitat management) and projected successor assets and revenues (such as land
sales, property tax, and community facilities district special taxes). The City presently expects that the
final draft of the Willdan report will be reviewed by the City Council at its September 20, 2018 meeting
and available on the City’s website in connection with the agenda for such meeting. [update before
posting] See “BONDOWNERS’ RISKS — Development Risks” for further considerations regarding the
development of property within the former Fort Ord military base.

The draft Transition Plan, assignment charts, EPS memorandum, and other documents related to
Transition Plan are available on FORA’s website at http://www.fora.org/. The website reference is for
informational purposes only. None of the content of the website is any way incorporated into this Official
Statement. The City and the Authority make no representation concerning, and do not take any
responsibility for, the accuracy or timeliness of information posted on such website or the continued
maintenance of such website.
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Government Services and Education

The City provides municipal services including police and fire protection, community and
economic development, planning, building and code enforcement, recreation, and parks and street
maintenance. The City’s Police Department currently operates with 51 members, comprised of 40 sworn
officers and 11 non-sworn personnel. The City’s Fire Department is staffed by a total of nine firefighters,
six engineers, six captains, three division chiefs, one administrative assistant, one fire chief, and fire
reserve firefighters. There is one fire station that houses five fire engines, three utility trucks, and three
SUVs.

There are three water service providers for Seaside residents and businesses depending upon the
location of the home or business: City of Seaside, Marina Coast Water District and California American
Water. Sewer services are provided by the Seaside County Sanitation District, the Marina Coast Water
District, and the Monterey Regional Water Pollution Control Agency, and wastewater is treated by the
Monterey Regional Water Pollution Control Agency. Pacific Gas and Electric Company provides both
natural gas and electric service to the City. Cable is provided by Comcast.

Public school education in the County is available through fifteen elementary districts, two high
school districts, and seven unified school districts. Five private schools are located within the County.
There are fourteen educational institutions located in Monterey County that provide post-secondary
opportunities and several other universities located within close driving distance. California State
University at Monterey Bay and the Monterey College of Law are located in the City.

Transportation

Two major north-south highways connect the County with surrounding counties. State Highway I
follows the coast. U.S. 101 follows the Salinas Valley. Highway 68 links the City of Salinas to the
Monterey Peninsula. Highways 156 and 198 link U.S. 101 with the parallel inland route in adjacent
counties. Local transit needs are served by the Monterey-Salinas Transit system. Greyhound provides
regularly scheduled intrastate and interstate transportation. Amtrak passenger service is available from
Salinas, which is located on the Southern Pacific mainline route between San Francisco and Los Angeles.

County residents and visitors utilize commercial airlines flying out of Monterey Peninsula
Airport, located 3.5 miles from downtown Monterey. The Monterey Peninsula Airport is designated a
primary airport within the National Airport System Plan and is in the small hub airport category based on
passenger enplanement criteria. It provides scheduled airline and general aviation services. Union Pacific
Railroad provides freight service for the interior of the County. Several intrastate and transcontinental
trucking firms also provide freight transportation.

CITY FINANCIAL INFORMATION
General

The City’s local economy includes tourism generated by the Monterey Bay, attractions along the
Central Coast, and California State University Monterey Bay (CSUMB). The Monterey Peninsula, famed
for its scenic beauty, is a year-round tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill,
Poppy Hills and The Links at Spanish Bay are well known Monterey Peninsula golf courses. The City’s
Bayonet and Black Horse Golf Courses, a host to PGA Tour events (including the 2012 PGA Professional
National Championship, the 2015 Senior PGA Professional National Championship, and the 2018 PGA
Professional National Championship), are also located on the site of the former Fort Ord military base, a
portion of which is located in the City. The Monterey Bay Aquarium and the City of Carmel also are
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attractions that draw tourists to the Monterey Peninsula. Unique eateries have become prominent in the
City, drawing customers from as far away as the San Francisco Bay Area.

The City is also home to a regional auto sales and services mall that was established in the mid-
1970s, also called Seaside’s Motor City or the Seaside Auto Mall. The Seaside Auto Mall provides
significant income to the City and creates employment opportunities in the City. Auto dealers located on
the Seaside Auto Mall include Honda, Mazda, Chevrolet, Volkswagen, Toyota, Lexus, BMW, Porsche,
Audi, Tesla, Cadillac, Chrysler, Dodge, Jeep, Ram, Fiat, Ford, Lincoln, Jaguar, Land Rover, Hyundai,
Nissan, and Subaru. The City’s most significant revenue source is the Seaside Auto Mall.

The City continues to experience positive growth, as auto sales have been strong in the last
several years and continue to be strong. Transient occupancy tax also continues to be a significant
revenue source for the City. Property taxes have improved as housing values have recovered after the
recession, and the City’s General Fund is now collecting previous redevelopment tax increment following
the statutory dissolution - effective February 1, 2012 - of all redevelopment agencies in the State of
California, including the former Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”). Approximately $1 million of previous redevelopment tax increment received
by the City is attributable to distributions (in proportion to the City’s share of property tax revenues in the
tax rate area for the applicable fiscal year) of residual amounts of incremental redevelopment project area
property taxes, after allocations for tax sharing and enforceable obligations of the Former Redevelopment
Agency and the Successor Agency to the Redevelopment Agency of the City of Seaside (the “Successor
Agency”) and administrative costs of the County and the Successor Agency. As enforceable obligations
of the Former Redevelopment Agency and the Successor Agency are paid and retired, this residual
amount distributed to the City is expected to increase over time. The Dissolution Act also provides for
proceeds of the sale of land owned by redevelopment agencies at the time of their statutory dissolution to
be remitted to the applicable county auditor-controller for distribution to the affected taxing entities
within the applicable redevelopment project area (including the City) in proportion to such taxing entity’s
share of property tax revenues in the tax rate area for the applicable fiscal year, and this amount is
variable depending upon the existence, timing and amount of land sales.

At the June 6, 2017 election, the electorate of the City approved two revenue initiatives: Measure
L approving a %2 cent per dollar (0.5%) local transaction (sales) tax to maintain City services, and
Measure G approving a tax on marijuana businesses of up to 10 percent of gross receipts to fund City
services. Both new taxes were approved with no sunset date and continue until and unless modified or
rescinded by the City’s electorate.

Together with current revenues, the City’s new Measure L sales tax revenues and Measure G
marijuana business tax revenues allow the City to implement the Strategic Directions established by the
City Council. The City began to implement the new Strategic Directions in its 2017-18 budget. The
Quality of Life Strategic Direction includes public safety, stewardship, community investment, and 21st
century engagement. The Fiscal Strength Strategic Direction includes economic development and jobs,
modernizing operations, long range fiscal planning, and revenue diversification/optimization.

The Quality of Life Strategic Direction and the Fiscal Strength Strategic Direction established by
the City Council are divided into three categories for enhancement: (1) Community and Capital
Improvements, (2) Service Improvements and Enhancements, and (3) Programming Enhancements. The
City Council has further specified details for these three categories of implementation of the Strategic
Directions as follows:

(1) Community and Capital Improvements include street repair and maintenance, Cutino Park
revitalization and improvements to other parks, vehicle replacements, bike safety
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improvements, City Hall carpet replacement, economic development and planning satellite
office, and future facilities planning.

(2) Service Improvements and Enhancements include new personnel - two police officers, a
senior engineer, a building inspector, public works and parks staff, a human resources
technician, and an associate planner.

(3) Programming enhancements include a Farmer’s Market, a community fireworks display,
social media improvements, and opportunities for CSUMB interns.

The West Broadway Urban Village Specific Plan, a pedestrian friendly development in
downtown Seaside, is the result of a planning process to revitalize and enhance the economic, social,
cultural, and recreational fabric of the City’s West Broadway Avenue. Under construction and nearing its
completion, the project is funded in part by grant funding received by the City for the needed
infrastructure, streetscape, and road improvements.

The total net position of the City as of June 30, 2017, was $42 million, a decrease of
approximately $36,000 or 0.1% from the net position at the prior fiscal year end. This minor change in
net position does not reflect the significant amount of activity that occurred in the fiscal year. During
Fiscal Year 2016-17, revenues increased, and expenditures increased as well as the new Strategic
Directions were implemented. The net position of governmental activities (i.e., general government,
public safety, recreation, public works, and community development) increased by approximately
$176,000 or 0.5%, and the net position of business-type activities (i.e., the City’s Water System and
Bayonet and Black Horse Golf Courses) decreased by approximately $212,000 or 2%. The City’s
governmental activities are primarily supported by property and sales taxes, user fees, interest income,
franchise fees, and state and federal grants. The City’s business-type activities are supported by charges
paid by users based on the amount of the service they use. The small decrease in Fiscal Year 2016-17 in
the net position of business-type activities was due to increases in costs of operations that had not yet
been reflected in the rates charged to customers. In Fiscal Year 2016-17, total City revenues were
approximately $33.4 million, an increase of approximately $500,000 or 1.5% from Fiscal Year 2015-16,
and total City expenses were approximately $33.4 million, an increase of approximately $2.2 million or
7% from Fiscal Year 2015-16.

The City’s Fiscal Year 2016-17 net investment in capital assets of $57.9 million reflects its
investment in capital assets such as land, infrastructure, buildings, intangible assets, vehicles, and
equipment, minus any related outstanding debt. The City’s most significant capital asset is the Bayonet
and Black Horse Golf Courses, which are operated by B&B Golf Course Properties under a lease
agreement with the City; the value of the golf course property is $7.9 million net of related debt. A Fiscal
Year 2016-17 decrease in capital assets in the governmental activities of approximately $258,000 reflects
some of the activity occurring during the fiscal year as part of the execution of the new Strategic
Directions. Prior to the deduction of outstanding debt, the net capital assets of the City’s governmental
activities as of June 30, 2017 totaled approximately $50.5 million, and the net capital assets of the City’s
business-type activities totaled approximately $12.3 million. Prior to deduction for accumulated
depreciation, the total net capital assets of the City as of June 30, 2017 represent an increase of
approximately $1.8 million over total net capital assets as of the prior fiscal year end. This increase is due
to the construction in the West Broadway Urban Village and the purchase of new Public Works vehicles.

Additional information can be found in the “Management’s Discussion and Analysis” and the
Deputy City Manager’s cover letter included the City’s Comprehensive Annual Financial Report for the
Fiscal Year ending June 30, 2017 (“FY 2016-17 CAFR”) included in Appendix A. The discussions of
this “CITY FINANCIAL INFORMATION” section of this Official Statement and the FY 2016-17 CAFR
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contain “‘forward-looking statements” based on the City’s current expectations and assumptions. While
the City believes that these expectations and assumptions are reasonable, there is no guarantee that
future circumstances and the actual results will not materially differ from current expectations.

Financial Statements (General Fund)

Set forth in Tables 10 and 11 on the following pages are the City’s General Fund Balance Sheets
and Statements of Revenues, Expenditures and Changes in General Fund Balance for Fiscal Years 2012-
13 through 2016-17, based on the City’s audited financial statements. The Balance Sheets and Statements
of Revenues, Expenditures and Changes in General Fund Balance presented in this Official Statement are
subject to the various notes attached to the City’s audited financial statements for the respective years. A
complete copy of the City’s FY 2016-17 CAFR, which includes the City’s 2016-17 audited financial
statements and the Independent Auditor’s Report issued by CliftonLarsonAllen LLP (the “Auditor”)
regarding such financial statements, is set forth in Appendix A. The Auditor was not requested to consent
to the inclusion of its report in Appendix A, and it has not undertaken to update financial statements
included in Appendix A. No opinion is expressed by the Auditor with respect to any event subsequent to
its report. Complete copies of the City’s Comprehensive Annual Financial Report for prior years can be
obtained from the City’s Finance Department and are currently posted on the City’s website.

The City’s audited financial statements have been prepared in conformity with the accounting
principles generally accepted in the United States as applied to government units, and pursuant to the
accounting and financial principles established by the Governmental Accounting Standards Board
(“GASB”).

Also set forth in Tables 10 and 11 are the City’s estimated, unaudited actual figures for Fiscal
Year 2017-18 for the General Fund Balance Sheet and the Statement of Revenues, Expenditures and
Changes in General Fund Balance, which present data as of June 30, 2018 including Fiscal Year 2017-18
accruals through July 31, 2018; it should be noted, however, that the City’s accrual period for Fiscal Year
2017-18 continues through and ends on September 30, 2018. Therefore, the Fiscal Year 2017-18 figures
shown in Tables 10 and 11 are estimated, preliminary, and subject to change upon completion of the
accrual period.

The City’s General Fund reported a fund balance at June 30, 2017 of $12.8 million, an increase of
approximately $729,000 or 6% from the prior fiscal year end. Of the total fund balance, approximately
$3.1 million is in a non-spendable form, approximately $500,000 is restricted, approximately $6.1 million
is committed, approximately $5,000 is assigned, and approximately $3.1 million is unassigned. These
restrictions and commitments do not significantly restrict the availability of resources for ongoing uses, as
the unassigned fund balance of approximately $3.1 million represents 11% of General Fund operations.
The committed fund balance includes fund balances for the City’s capital reserve, special reserve, and
emergency reserve. See “— Financial and Budget Policies — Reserve Policy” herein. In Fiscal Year 2016-
17, General Fund revenues, including transfers in and capital lease proceeds, were approximately $29.7
million, and total General Fund expenditures, including transfers out, were approximately $29 million.

[The remainder of this page is intentionally left blank.]
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Assets
Cash and investments
Restricted cash and investments
Accounts receivable
Due from other governments
Interest receivable
Due from other funds
Loans receivable
Land held for resale
Prepaid assets
Advances to other funds
Advances to Private Purpose
Trust Fund @
Total assets
Liabilities, Deferred Inflows of

Resources and Fund Balances

Liabilities:

Accounts payable

Accrued salaries and benefits

Deposits from others

Other liabilities

Unearned revenue

Due to other funds

Total liabilities

Deferred Inflows of Resources:

Unavailable revenue -

Intergovernmental

Fund Balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities, deferred inflows

of resources, and fund
balances

TABLE 10
City of Seaside

General Fund Balance Sheets

Fiscal Years 2012-13 through 2017-18

(Estimated)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 W
$2,572,366 $ 4,836,709 $ 4,550,987 $ 4,610,749 $ 5,672,684 $10,728,816
27,478 76,316 98,286 - 475,582 476,596
764,464 745,688 696,230 900,870 961,889 885,823
1,455,918 1,609,752 1,853,218 3,737,204 2,640,548 1,396,167
4,556 4,011 5,397 - - -
907,442 668,596 1,687,743 1,838,997 1,944,051 1,943,878
439,000 437,750 368,950 372,376 320,801 270,098
-- 2,249 30,882 -- 14,100 17,606
383,298 383,298 383,298 383,298 383,298 383,298
2,333,431 2,333,431 2,333,431 2,333,431 2,333,431 2,333,431
$8.887,953 $11,097,800 12 422 $14,176,925 $14,746,384 $18,435,713
$ 764,202 $ 982,775 $1,154,247 $1,098,386 $ 949,948 $ 321,369
161,575 222,830 334,868 418,623 547,007 992,582
9,498 5,146 7,211 5,496 7,019 11,169
-- -- -- -- 103,416 103,416
-- -- -- 47,150 102,411 103,759
251,686 -- -- 184,072 184,243 --
$1,186,961 $1,210,751 $1,496,326 $1,753,727 $1,893,944 $1,532,295
-- -- -- $348,857 $48,750 $48,750
$3,155,729 $3,156,728 $3,116,562 $ 3,089,105 $ 3,051,630 $ 3,051,630
27,478 76,316 98,286 98,286 482,428 482,428
4,121,112 5,243,069 4,827,407 4,827,407 6,120,075 6,120,075
569 209 4,875 4,875 4,877 -
396,104 1,410,727 2,464,966 4,054,668 3,144,680 7,200,535
$7,700,992 $9,887,049  $10,512,096 $12,074,341 $12,803,690 $16,854,668
$8.887,953 $11,097.800 $12,008.422 $14,176,925 $14,746,384 18,435,71

(1) Estimated, unaudited balances as of June 30, 2018, including Fiscal Year 2017-18 accruals through July 31, 2018 (accrual period ends on

September 30, 2018).

(2) Represents the remaining amount owed by the Successor Agency to the Redevelopment Agency of the City of Seaside (the “Successor
Agency”) to the City under a June 1995 financing agreement between the City and the Former Redevelopment Agency, which amount was
originally declared invalid under the Redevelopment Dissolution Act (California Health and Safety Code Section 34161 et seq.) pending
receipt by the Successor Agency of a finding of completion, at which point the loan is eligible to be re-established as an enforceable
obligation of the Successor Agency upon certain findings made by the Successor Agency’s Oversight Board and approval by the California
Department of Finance. The Successor Agency received its finding of completion on March 28, 2014. The City expects that, in Fiscal Year
2018-19, the Successor Agency (the governing body of which is comprised of the same individuals as the City Council) will bring forward for
approval by the Successor Agency’s Oversight Board and the California Department of Finance a resolution to re-establish this loan.

Source: City of Seaside audited financial statements for Fiscal Years 2012-13 through 2016-17, as included in the City’s Comprehensive Annual

Financial Reports for the respective Fiscal Years; Estimated Actuals for Fiscal Year 2017-18 and footnotes from City of Seaside Finance

Department.
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Revenues
Taxes @
Licenses and permits
Fines and penalties
Use of money and property
Intergovernmental revenue
Charges for services
Other revenue

Total revenues

Expenditures
Current
General government
Public safety
Recreation
Public works
Community development
Capital outlay
Debt Service:
Principal
Interest and fiscal charges
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Capital leases proceeds
Transfers in
Transfers out ©®

Total other financing sources
(uses)
Net change in fund balance
Fund Balances:
Beginning of year
End of year

TABLE 11
City of Seaside
Statements of Revenues, Expenditures and Changes in General Fund Balance
Fiscal Years 2012-13 through 2017-18

(Estimated)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18®
$19,790,958  $20,732,419  $22,531,390 $25,029,799  $25,527.624  $26,960,560
298,160 435,167 569,437 453,758 547,258 746,988
94,638 68,191 57,146 94,131 81,595 71,685
181,954 165,112 161,773 181,332 207,609 183,036
106,872 109,771 662,911 187,956 586,873 570,077
595,871 605,895 974,139 884,360 672,138 1,906,411
3,234,424 1,588,969 594,170 619,877 969,290 531,777
$24,302,877  $23,705,524  $25,551,026 $27,451,213  $28,592,387  $30,970,534
$ 929,588  $1,052,598 $ 979,770 $ 806,501 $ 1,027,025 $1,199,417
15,229,956 15,239,606 16,425,540 17,167,133 18,333,697 19,273,772
1,477,209 1,703,931 1,994,985 2,243,179 2,398,164 2,426,994
1,240,256 1,795,855 2,358,975 2,035,611 2,339,837 1,931,016
1,108,588 741,925 958,621 1,531,027 1,709,930 1,834,163
129,433 265,061 531,442 390,383 311,801 204,345
31,843 36,614 38,256 18,549 21,328 38,983
$20,146,873  $20,835,590  $23,287,589 $24,192,383  $26,141,782  $26,908,690

$ 4,156,004

$ 2,869,934

$ 2,263,437

$ 3,258,830

$ 2,450,605

$ 4,061,844

$ 397,749 § 218,772 $ 567.814 $ 28477  $1,127,047 $ 33278
- 230,510 - - - -
(1,519,375)  (1,133,159)  (2,206,204) (1,725,062)  (2,848,803) (223,333)
(1,121,626) (683,877)  (1,638,390)  (1,696,585)  (1,721,256) (190,055)
3,034378  $2,186,057  $ 625,047 $1,562,245 $ 729349  $3,871,189
$4,666,614  $7,700,992 $ 9,887,049 $10,512,096 $12,074,341  $12,803,690
$7,700,992  $9,887.049 $10,512,096 $12,074,341 $12,803,690  $16,674.879

(1) Estimated, unaudited Revenues and Expenditures as of June 30, 2018, including Fiscal Year 2017-18 accruals through July 31, 2018
(accrual period ends on September 30, 2018).
(2) See “— Primary General Fund Tax Revenue Sources” for a discussion regarding certain top tax revenues sources.
(3) Transfer out consist primarily of transfers to (ii) the City’s Stormwater Fund to fund the operation of the City’s storm drain and
stormwater management system per federal and state requirements, (ii) the City’s Gas Tax Fund to supplement funding for the
maintenance and repair of City streets and roads, and (iii) as to Fiscal Year 2016-17, the City’s Capital Projects Fund for Parks to
supplement funding for capital costs of maintenance of the City’s public parks.

Source:

City of Seaside audited financial statements for Fiscal Years 2012-13 through 2016-17, as included in the City’s Comprehensive

Annual Financial Reports for the respective Fiscal Years; Estimated Actuals for Fiscal Year 2017-18 and footnotes from City of

Seaside Finance Department.
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Financial and Budget Policies

Accounting, Auditing and Financial Reporting Policy. The City receives an independent audit
annually and maintains an internal audit capacity. The City prepares a CAFR (Comprehensive Annual
Financial Report) and all other annual financial reports in compliance with Generally Accepted
Accounting Procedures (GAAP), as outlined by the Governmental Accounting Standards Board (GASB).
The City maintains a strong system of internal controls, which has resulted in an unqualified audit opinion
for many years.

Reserve Policy. The City Council has established three reserve policies as listed below:

e Capital Reserve: The capital reserve is to be used to fund capital purchases or projects.
This reserve is funded by the City Council setting aside funds to be deposited into this reserve. This fund
is to have a year-end balance of not less than five percent (5%) of operating expenditures.

e Special Reserve: The special reserve is established to be used for extraordinary items
that may arise from time to time. This reserve is funded by the City Council setting aside funds to be
deposited into this reserve. This fund is to have a year-end balance of not less than ten percent (10%) of
operating expenditures.

e Emergency Reserve: The emergency/contingency reserve is to be maintained to have a
year-end minimum balance of not less than fifteen percent (15%) of any given year’s general fund
operating expenditures; at each year end the reserve is to have not less than fifteen percent of the year’s
operating expenditures. This reserve is to be used for non-budgeted emergencies that may occur,
including weather emergencies, economic emergencies, equipment breakdown emergencies, and other
unforeseen emergencies.

The capital reserve, special reserve, and emergency reserve balances are reflected in the
“Committed” fund balance on the City’s Balance Sheets. See Table 10.

Budget Policy. The following represents the City’s budget policy.
e The City Council will adopt and maintain a balanced annual operating budget and a

five-year capital improvement budget.

e Current annual operating revenues will be equal to or greater than current operating
expenditures.

e The City will set fees and user charges for enterprise fund activities at a level that fully
supports the total direct and indirect program costs.

e The City will establish fees for service based upon an awareness of the total direct and
indirect costs of offering the service. It is recognized that certain services may be
subsidized by general taxes as determined by the City Council.

e The identification of funding sources will be required for new or expanded programs.

e The City will provide for maintenance and replacement of fixed assets and equipment, as
appropriate.

e The City will comply with all the requirements of Generally Accepted Accounting
Principles (GAAP).
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e The City will annually retain the services of an independent Certified Public Accounting
firm to audit the City’s financial statements and conduct any tests of the City’s records
deemed necessary to render an opinion on the City’s compliance with Generally
Accepted Accounting Principles (GAAP).

o The Adopted Budget may be adjusted from time to time during the fiscal year as needed
to accomplish the goals of the City Council. An adjustment of less than $10,000 within a
department may be proposed by the department head and approved by the Finance
Director and the City Manager. Budget adjustments of more than $10,000 require City
Council Approval.

o The City’s General, Special Revenue, Capital Project and Trust Funds are budgeted and
accounting for using the modified accrual basis of accounting. The revenues are
recognized when they become measurable and available as net current assets. Property
tax revenues and assessments receivable are accrued when collected within 90 days
following year-end. Other revenues that are accrued include sales taxes, transaction taxes,
utility users and transient occupancy taxes, interest, rent, grants earned and certain other
intergovernmental revenue. Expenditures are generally recognized when the liability is
incurred, except that interest and principal on general long-term obligations are
recognized when due. Enterprise and Internal Service Funds are accounted for using the
accrual basis of accounting. Their revenues are recognized when earned, and their
expenses are recognized when incurred.

e Cost allocations will be made for internal service charges as follows: Equipment
Maintenance is allocated based on the number of vehicles a department uses.
Management Information Services is allocated based on the number of computers a
department uses. Insurance is allocated based on the department budget. Administrative
charges are allocated to activities based on the City’s Annual Adopted Cost Allocation
Plan.

Capital Improvement Program Policy. The City’s budget is formatted to include a section on the
City’s Five-Year Capital Improvement Program (CIP). This program provides a multi-year plan for
capital improvements which is updated annually to ensure compliance with the program.

Cash Management and Investment Policy. In accordance with California Government Code
Sections 53601 through 53659, the City of Seaside annually reviews and approves the Investment Policy.
The policy identifies the rules and procedures that apply to investment instruments that may be used to
invest idle cash. It is important to note that the City does not invest in high risk investments such as
derivatives and reverse purchase agreements. All investments are made within the parameters of the
Government Code and the City of Seaside Investment Policy.

Local Debt Policy. Pursuant to California Government Code Section 8855, as amended by
Senate Bill No. 1029, effective January 1, 2017, the City has adopted a Local Debt Policy that includes
the five elements required under the statutes, as follows: (1) the purposes for which the debt proceeds
may be used; (2) the types of debt that may be issued; (3) the relationship of the debt to, and integration
with, the issuer’s capital improvement program or budget, if applicable; (4) policy goals related to the
issuer’s planning goals and objectives; and (5) the internal control procedures that the issuer has
implemented, or will implement, to ensure that the proceeds of the proposed debt issuance will be
directed to the intended use. As to General Fund supported debt, the Local Debt Policy provides that the
City should strive to maintain its net General Fund-backed annual debt service at or less than 10% of
available annually budgeted revenue. This ratio is defined as the City’s annual debt service requirements
on General Fund supported debt (including, but not limited to, lease revenue bonds and pension
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obligation bonds) compared to total annual General Fund revenues net of interfund transfers. The policy
further provides that, for purposes of calculating the ratio described in the preceding paragraph, any
portion of annual debt service on General Fund supported debt that is paid from a dedicated stream of
restricted revenues that has been directed toward the payment of annual debt service through a bond
covenant or other similar legal obligation shall be excluded from the amount of “net General Fund-backed
annual debt service” stated in the numerator of the ratio. Examples of such restricted revenues include,
but are not limited to, a voter-approved sales tax restricted for transportation infrastructure (such as the
Measure X Sales Tax (as defined herein) - see “CITY FINANCIAL INFORMATION — Long-Term
Liabilities” herein) or a voter-approved parcel tax for specific purposes.

Budgetary Process; General Fund Budget

The fiscal year of the City begins on July 1 of each year and ends on June 30 of the following
year. The annual budget assures the efficient, effective, and economic uses of the City’s resources, as
well as establishing that the highest priority objectives are accomplished. Through the budget, the City
Council sets the direction of the City, allocates its resources, and establishes its priorities. The City
Council and management staff routinely conduct two strategic planning sessions each year, one in June
and one in January. The long-term goals and six-month objectives developed in these sessions form the
basis for the development of the budget.

The City uses the following procedures in establishing the annual budget:

1. Before the beginning of each fiscal year, the City Manager submits to the City Council a
proposed budget for the fiscal year commencing July 1 and a forecasted budget for the following fiscal
year. Proposed budgets are presented to the City Council in May of each year and a follow-up study
session follows.

2. Two public meetings are held in June to discuss the budget, including the conduct of a public
hearing to obtain public comment and community input.

3. The budget is adopted in June through passage of a resolution and is published separately.

4. All appropriations are as originally adopted or as amended by the City Council and all
unencumbered budgeted amounts lapse at year-end.

5. Legally adopted budget appropriations are set for the General Special Revenue, Debt Service,
and Capital Projects Funds.

6. Budgetary control is at the City Manager level. A department head, with City Manager
approval, may transfer up to $10,000 of appropriations within the department. The City Council, by the
affirmative vote of three members, may amend the budget to add or delete appropriations, transfer
appropriations within a fund, or change appropriations between funds.

The Fiscal Year 2018-19 budget, adopted by the City Council on June 21, 2018, includes
estimated General Fund revenues of $32,140,044, an increase of approximately $1 million, or 3% from
the Fiscal Year 2017-18 amended budget. This increase is largely due to increases in sales and use tax
revenue (Measure L) and anticipated revenue from the marijuana business tax (Measure G), both
approved by the City’s voters in June 2017 (see “CITY FINANCIAL INFORMATION — General”
herein). Other revenues such as franchise fees, utility user taxes, business license taxes, and fees and
charges are anticipated to also increase. The key revenue sources to the City’s General Fund are sales tax,
property tax, transaction tax, transient occupancy tax, vehicle-in-lieu, and utility user tax. These six
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revenues account for 84%, or approximately $27 million, of the estimated $32.1 million in General Fund
revenues, as follows: sales and use tax (estimated $7.5 million), property tax (estimated $3.54 million),
transaction tax (estimated $6.6 million), transient occupancy tax (estimated $3.2 million), vehicle-in-lieu
(estimated $3.51 million), and utility user tax (estimated $2.782 million). The transaction tax represents
sales taxes collected under the City’s Measure R sales tax and the City’s Measure L sales tax and is
accounted for separately from the revenues derived from the statewide rate of sales and sales tax, because
auto sales are handled differently under local sales tax measures than the statewide sales tax. See “CITY
FINANCIAL INFORMATION — Primary General Fund Tax Revenue Sources — Sales and Use Tax;
Transaction Tax” herein. Total Fiscal Year 2018-19 budgeted expenditures are $32,097,969, representing
a projected surplus of revenues over projected expenditures in the General Fund of $42,075. The Fiscal
Year 2018-19 budget features slightly increased personnel expenditures due to implementation of
collective bargaining unit memoranda of understanding (see “CITY FINANCIAL INFORMATION -
Employee Relations” herein), increases in retirement and medical rates, and the addition of two new full-
time positions: a Community Services Officer, a non-sworn support position in the City’s Police
Department, and a Geographic Information System Coordinator.

The Fiscal Year 2017-18 adopted budget reflected a reorganization of some departments:
Community and Economic Development, Recreation, and Human Resources were moved under the City
Manager. The City’s Fiscal Year 2017-18 fee schedule was increased by the consumer price index (CPI)
in June 2016 with the adoption of the Fiscal Year 2017-18 budget to keep fees current with the cost of
living. The Fiscal Year 2017-18 original revenue budget for the City’s General Fund was approximately
$29.52 million, and the original expenditure budget was approximately $29.44 million, calculated to
allow the City to build reserves to exceed $6 million. Based on unaudited, estimated actual figures for
Fiscal Year 2017-18, including accruals through July 31, 2018, actual 2017-18 General Fund revenues are
estimated at $30.97 million, exceeding budgeted 2017-18 General Fund revenues by approximately $1.45
million. Based on unaudited, estimated actual figures for Fiscal Year 2017-18, including accruals through
July 31, 2018, actual 2017-18 General Fund expenditures are estimated at $26.9 million, which is
approximately $2.53 million lower than budgeted 2017-18 General Fund revenues. Estimated 2017-18
figures are subject to change as the City’s accrual period for both revenues and expenditures in Fiscal
Year 2017-18 continues through and ends on September 30, 2018.

The Fiscal Year 2016-17 original revenue budget for the City’s General Fund was approximately
$27 million, and the City collected approximately $28.6 million, or 6% more than budgeted. This
increase is primarily attributable to increased receipts for property taxes due to increased assessed
valuations after the recovery from the recession, allocation under the Redevelopment Dissolution Act of
Former Redevelopment Agency property tax increment to the City’s General Fund, strong sales taxes
collections because of continued strong auto sales, and continued strong transient occupancy tax
collections. The original expenditure budget was approximately $24.8 million. Actual expenditures were
greater than the original budget by approximately $1.3 million or 5%. This is largely due to the
implementation of the City Council’s new Strategic Direction.

The Fiscal Year 2015-16 original revenue budget for the City’s General Fund was approximately
$25.8 million, and the City collected approximately $1.7 million, or 6.6% more than budgeted. This
increase is primarily attributable to funds allocated to the City under the Redevelopment Dissolution Act
from the dissolution of the Former Redevelopment Agency. The original expenditure budget was
approximately $24.3 million, and actual expenditures were less than the original budget by approximately
$100,000 or less than 1%.
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Primary General Fund Tax Revenue Sources

As shown in Table 12, the largest source of the City’s General Fund revenues is from tax revenues. Such revenues are based on various types of taxes,
such as sales tax, transactions tax, property tax, transient occupancy tax, franchise tax, documentary transfer tax, and utility users taxes. Among the largest tax
revenues sources, consistently from Fiscal Years 2012-13 through 2016-17, are the sales tax, transaction tax, property tax, property tax in-lieu of motor vehicle
license fees (the “VLF In-Lieu Tax”; see “— Vehicle License Fee (VLF) In-Lieu Property Taxes” herein), transient occupancy tax, and utility users tax. The
transaction tax represents sales taxes collected under the City’s Measure R sales tax and the City’s Measure L sales tax and is accounted for separately from the
revenues derived from the statewide rate of sales tax, because auto sales are handled differently under local sales tax measures than the statewide sales tax. See
“CITY FINANCIAL INFORMATION — Primary General Fund Tax Revenue Sources — Sales and Use Tax; Transaction Tax” herein. The table below provides
the amount of primary tax revenues and the corresponding share of General Fund revenues that each represents for Fiscal Years 2012-13 through 2016-17.

TABLE 12
City of Seaside

Primary General Fund Tax Revenues Sources

Fiscal Years 2012-13 through 2016-17

2012-13 2013-14 2014-15 2015-16 2016-17
% of % of % of % of % of
General General General General General
Fund Fund Fund Fund Fund
Tax Revenue Source Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues
Sales and Use Tax @ $ 5,307,695 21.8% $ 5,902,317 24.9% $ 5,319,525 20.8% $ 7,404,844 27.0% $ 7,282,908 25.5%
Transaction Tax 3,304,931 13.6 3,434,628 14.5 2,909,810 114 3,781,475 13.8 3,899,854 13.6
Property Tax ® 2,343,970 9.6 2,019,943 8.5 3,128,393 12.2 3,304,592 12.0 3,591,490 12.6
VLF In-Lieu Tax 2,497,644 10.3 2,633,620 11.1 2,853,889 11.2 3,009,438 11.0 3,185,307 11.1
Transient Occupancy
Tax 2,092,390 8.6 2,419,935 10.2 2,380,355 9.3 2,902,459 10.6 2,701,624 9.4
Utility Users Tax 2,360,028 9.7 2,302,678 9.7 2,005,386 7.8 2,236,407 8.1 2,484,448 8.7
Subtotal Primary
Tax Revenues $17,906,658 73.7% $18,713,121 78.9% $18,597,358 72.8% $22,639,215 82.5% $23,145,631 81.0%
Other Tax Revenues 1,884,300 7.8 2,019,298 8.5 3,934,032 154 2,390,584 8.7 2,381,993 8.3
Total Tax Revenues $19,790,958 81.4% $20,732,419 87.5% $22,531,390 88.2% $25,029,799 91.2% $25,527,624 89.3%
Total General Fund
Revenues ¥ $24,302,877 100.0% $23,705,524 100.0% $25,551,026 100.0% $27,451,213 100.0% $28,592,387 100.0%

(1) General Fund Tax Revenues exclude Measure X Revenues (as defined herein), because Measure X Revenues are restricted in use for road improvement and other authorized transportation
infrastructure purposes and are accounted for in the Special Revenue Funds of the City. See “CITY FINANCIAL INFORMATION — Long-Term Liabilities” herein.

(2) Through Fiscal Year 2015-16, includes amounts received by the City as property tax in lieu of sales tax pursuant to the “Triple Flip.” See “— Sales and Use Tax — Triple Flip” below.

(3) Property Tax revenues shown include fluctuations for one-time distributions of property tax from land sales as a result of statutory dissolution of the Former Redevelopment Agency, as follows:
$0 in Fiscal Years 2012-13 and 2013-14, $299,581 in Fiscal Year 2014-15, $365,649 in Fiscal Year 2015-16, and $720,184 in Fiscal Year 2016-17. See “CITY FINANCIAL INFORMATION —

General.”

(4) See Table 11 (Statement of Revenues, Expenditures and Changes in General Fund Balance) above.

Source: City of Seaside.
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The Fiscal Year 2018-19 budget, adopted by the City Council on June 21, 2018, includes the
City’s projections for tax revenues for Fiscal Year 2018-19, as well as the tax revenues from the City’s
amended Fiscal Year 2017-18 budget. As set forth in the adopted Fiscal Year 2018-19 budget, the
budgeted revenues derived from the historical six largest sources of tax revenues for the City for Fiscal
Years 2017-18 and 2018-19 are as follows:

TABLE 13
City of Seaside
Budgeted Primary General Fund Tax Revenues
Fiscal Years 2017-18 and 2018-19

@)

2017-18 Amended Budget 2018-19 Adopted Budget
% of General % of General
Fund Fund
Tax Revenue Source Revenues Revenues Revenues Revenues
Sales and Use Tax $ 7,473,000 24.0% $ 7,500,000 23.3%
Transaction Tax 5,432,000 17.4 6,600,000 20.5
Property Tax @ 3,470,655 11.1 3,545,422 11.0
VLF In-Lieu Tax 3,335,000 10.7 3,510,000 10.9
Transient Occupancy Tax 3,200,000 10.3 3,200,000 10.0
Utility Users Tax 2,588,000 8.3 2,782,000 8.7
Subtotal Primary Tax Revenues $25,498,655 81.9% $27,137,422 84.4%
Total General Fund Revenues $31,140,516 100.0% $32,140,044 100.0%

(1) General Fund Tax Revenues exclude Measure X Revenues (as defined herein), because Measure X Revenues are restricted
in use for road improvement and other authorized transportation infrastructure purposes and are accounted for in the Special
Revenue Funds of the City. See “CITY FINANCIAL INFORMATION — Long-Term Liabilities” herein.

(2) Property Tax revenues shown include fluctuations for one-time residual distributions of property tax from land sales as a
result of statutory dissolution of the Former Redevelopment Agency, budgeted/projected at $300,000 for each of Fiscal
Years 2017-18 and 2018-19. See “CITY FINANCIAL INFORMATION — General.”

Source: City of Seaside.

Sales and Use Tax; Transaction Tax. A sales and use tax (referred to collectively herein as
“sales tax” or “sales taxes”) is imposed on retail sales or consumption of personal property. As reflected
in Tables 12 and 13 above and the City’s adopted budgets, the City accounts for revenues described as
“Sales and Use Tax” separately from revenues described as “Transaction Tax.” While both categories
consist of what is typically known as a sales tax, the City uses the “Sales and Use Tax” category to
account for revenues allocated to the City from the statewide rate of sales tax and the “Transaction Tax”
category to account for revenues derived from the City’s voter-approved local Measure R and Measure L
sales taxes.

The City uses this distinction between “Sales and Use Tax” and “Transaction Tax,” because
under State law auto sales are handled differently with respect to local sales tax measures than the
statewide sales tax. Sales taxes are governed by the Bradley-Burns Uniform Local Sales and Use Tax
Law, set forth in California Revenue and Taxation Code Section 7200 et seq. (the “Sales and Use Tax
Law”). Under the Sales and Use Tax Law, the total tax rate in effect in the City (i.e., the statewide rate,
together with the local transaction (sales) tax rates) generally applies to sales delivered or shipped into the
City by a retailer that is engaged in business in the City. However, the gross receipts from sales of
tangible personal property at retail to be used outside of the City and which is shipped to a point outside
of the City are exempted from the computation of the amount of the City’s local transaction (sales) tax,
but not the statewide rate of sales tax. With respect to vehicles (other than commercial vehicles),

-43-
12425-0020\2204422v5.doc Packet Page 145



“delivery to a point outside of the City” is determined by registration of the vehicle to an out-of-City
address and by a declaration under penalty of perjury, signed by the buyer, stating that such address is his
or her principal place of residence. As to commercial vehicles, “delivery to a point outside of the City” is
determined by registration to a place of business out of the City and by a declaration under penalty of
perjury, signed by the buyer, stating that such address will be operated from that address. Therefore, auto
dealers located in the City who sell vehicles to purchasers registering the vehicle to an address outside of
the City are required to report, collect, and pay the statewide rate of sales tax but not the City’s local
transaction (sales) tax.

Moreover, for purposes of the local transaction (sales) tax, any retailer of vehicles is deemed to be
“engaged in business in the City” when the purchaser of the vehicle registers or licenses the vehicle at an
address in the City. Therefore, auto dealers not located in the City but who sell vehicles to purchasers
registering the vehicle to an address within the City are required to report, collect, and pay the City’s local
transaction (sales) tax, as well as the statewide rate of sales tax (although the portion of the statewide rate
of sales tax allocated to local governments in this case does not accrue to the City but instead the city or
county in which the selling auto dealer is located).

Sales Tax Rates

The City’s sales and use tax revenue reflected in Tables 12 and 13 above represents the City’s
share of the statewide rate of sales tax, imposed on taxable transactions occurring within the City’s
boundaries. The statewide rate of the sales tax is currently 7.25%.

The City’s transaction tax revenue reflected in Tables 12 and 13 above represents, collectively,
proceeds of (i) the City’s Measure R sales tax, a one cent per dollar (1.0%) local transaction (sales) tax
approved by its voters on February 5, 2008, and (ii) the City’s Measure L sales tax, a 4 cent per dollar
(0.5%) local transaction (sales) tax approved by its voters on June 6, 2017. Both Measure R and Measure
L were approved by the voters to fund, protect, and maintain general City services.

The State collects and administers sales taxes, and makes distributions on taxes collected within
the City. Effective July 1, 2017, the Taxpayer Transparency and Fairness Act of 2017 restructured the
State Board of Equalization (the “BOE”) and separated its functions among three separate entities. The
BOE continues to perform the duties assigned to it by the State Constitution, while all other duties have
been transferred to the recently established California Department of Tax and Fee Administration (the
“CDTFA”) and the Office of Tax Appeals. The California Government Operations Agency is responsible
for coordinating the transition of the restructure of the BOE and the establishment of the CDTFA.

Businesses remit sale tax collections to the CDTFA at the end of each month. The CDTFA
makes distributions of the allocable portion of sales tax revenues derived from the statewide rate to the
City and the County, and from sales tax revenues derived from voter-approved local sales tax measures to
the applicable local agency, after deduction of the State’s administrative costs, three months after the end
of each fiscal quarter.
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The sales tax rate currently in effect in the City consists of the following base tax and voter-
approved sales tax rates:

TABLE 14
City of Seaside
Sales Tax Rate
As of January 1, 2018

Jurisdiction Rate
State of California (includes 1.25% allocation to local agencies) 7.250%
City of Seaside (Measure R and Measure L transaction tax) " 1.500
Transportation Agency for Monterey County (Measure X)® 0.375
Other special districts 0.125
Total 9.250%

(1) Voter-approved Measure R and Measure L transaction taxes do not have any sunset or final date for receipt of taxes.

(2) Voter-approved Measure X sales tax expires pursuant to the terms of the authorizing ordinance on March 31, 2047.
Pursuant to Measure X requirements, the City accounts for the Measure X Sales Tax Revenues separately from all other
sales and transaction taxes and within the Special Revenue Funds of the City. See “CITY FINANCIAL INFORMATION
— Long-Term Liabilities” herein.

Source: California Department of Tax and Fee Administration, and City of Seaside.

As shown in Table 12, sales and use tax revenues derived from the statewide base rate of sales
tax represented the largest source of tax revenues for the City’s General Fund in each of Fiscal Years
2012-13 through 2016-17, comprising approximately 25.5 percent of the City’s total General Fund
revenues in Fiscal Year 2016-17 (inclusive of property tax in lieu of sales tax and the City’s receipts of
regular sales and use taxes derived from the statewide rate of sales tax). As discussed further under the
subcaption “— Triple Flip” below, the final Fiscal Year in which property tax in lieu of sales tax was
distributed to the City is Fiscal Year 2015-16. Based on the City’s 2017-18 amended budget, the sales
and use tax revenues are projected at $7,473,000, representing approximately 24.0 percent of the City’s
total budgeted General Fund revenues in Fiscal Year 2017-18. Based on a sampling of data over the past
five Fiscal Years, the City estimates that 50 to 60 percent of its sales and use tax revenues is generated
from the auto dealers located in the Seaside Auto Mall.

As shown in Table 12, transaction tax revenues (derived from the City’s voter-approved local
Measure R and Measure L sales taxes) represented the second largest source of tax revenues for the City’s
General Fund in each of Fiscal Years 2012-13, 2013-14, 2015-16, and 2016-17 and the third largest
source of tax revenues for the City’s General Fund in Fiscal Year 2014-15, comprising approximately
13.6 percent of the City’s total General Fund revenues in Fiscal Year 2016-17. Based on the City’s 2017-
18 amended budget, the transaction tax revenues are projected at $5,432,000, representing approximately
17.4 percent of the City’s total budgeted General Fund revenues in Fiscal Year 2017-18.

See Tables 7 and 8 under the caption “THE CITY — Taxable Transactions” for information
regarding taxable transactions in the City for calendar years 2012 through 2016 and 2011 through 2016,
respectively.

Triple Flip

The figures shown in Table 12 for sales and use tax revenues through Fiscal Year 2015-16
include property tax that the City received in lieu of sales tax because of the “Triple Flip.” In 2004, state
voters approved the “California Economic Recovery Act,” which authorized the issuance of $15 billion in
bonds (the “Economic Recovery Bonds™) to finance state budget deficits. $11.3 billion of the Economic
Recovery Bonds were issued in 2004 and an additional $3.3 billion were issued in 2008. To repay the
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Economic Recovery Bonds, the State pledged one quarter cent of the local government’s share of sales
tax revenues. In such connection, the State instituted a complex series of revenue exchanges commonly
referred to as the “Triple Flip” which generally consisted of the following steps:

Flip 1: Shifted one-quarter cent of the cities’ and counties’ portion of the sales and use tax
rate imposed by the Bradley-Burns Uniform Local Sales and Use Tax Law to the
State to repay the Economic Recovery Bonds,

Flip 2: Replaced the diverted local sales taxes, dollar-for-dollar, with property taxes shifted
from school and community college districts — specifically, from county Education
Revenue Augmentation Funds (“ERAF”), and

Flip 3: Offset the school and community college district tax losses from the redirection of
ERAF to cities and counties by increased State education aid under Proposition 98
minimum guarantee.

On August 5, 2015, the State Department of Finance announced the final repayment of the
Economic Recovery Bonds. Consequently, the process of unwinding of the Triple Flip was completed
by the end of Fiscal Year 2015-16, subject to any final settle-up amounts attributable to sales taxes
received in to the Fiscal Recovery Fund (i.e., debt service fund for the Economic Recovery Bonds) after
repayment of the Economic Recovery Bonds in full.

Property Taxes. Property taxes represent a significant source of the City’s General Fund
revenues. As shown in Table 12, property tax revenues represented the third largest source of tax
revenues for the City’s General Fund in each of Fiscal Years Fiscal Years 2015-16 and 2016-17 and the
second largest source of tax revenues for the City’s General Fund in Fiscal Year 2014-15. Property tax
revenues comprised approximately 12.8 percent of the City’s total General Fund revenues in Fiscal Year
2016-17. The figures shown in Table 12 for property tax revenues include neither: (i) property tax that
the City received in lieu of sales tax because of the “Triple Flip” (see “Sales and Use Tax — Triple Flip”
above), and (ii) property tax that the City received in lieu of vehicle license tax (see “— Vehicle License
Fee (VLF) In-Lieu Property Taxes” below). However, property tax revenues shown in Table 12 include
fluctuations for one-time distributions of property tax from land sales as a result of statutory dissolution
of the Former Redevelopment Agency, as follows: $0 in Fiscal Years 2012-13 and 2013-14, $299,581 in
Fiscal Year 2014-15, $365,649 in Fiscal Year 2015-16, and $720,184 in Fiscal Year 2016-17. See “CITY
FINANCIAL INFORMATION — General.” Based on the City’s 2017-18 amended budget, property tax
revenues are projected at $3,470,655 (including an estimated amount of $300,000 for a one-time
distribution of property tax from land sales as a result of statutory dissolution of the Former
Redevelopment Agency), representing approximately 11.1 percent of the City’s total budgeted General
Fund revenues in Fiscal Year 2017-18.

As reflected in Table 15 below, the City’s assessed value increased by approximately $119.4
million, or 5.8 percent, between Fiscal Years 2015-16 and 2016-17, and by approximately $113.3 million,
or 5.2 percent, between Fiscal Years 2016-17 and 2017-18. See Table 15 for a ten-year history of the
assessed valuation of taxable property within the City.

Proposition 13 Limitations. Article XIIIA of the State of California Constitution imposes limits
on annual adjustments to real property assessed values and to the amount of ad valorem tax that may be
levied on real property. See “LIMITATIONS ON TAX REVENUES AND APPROPRIATIONS —
Article XIITIA.”
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Tax Levies and Delinquencies. Taxes are levied by the County for each fiscal year on taxable
real and personal property which is situated in the County as of the preceding January 1. Effective July 1,
1983, real property that changes ownership or is newly constructed is reassessed at the time the change in
ownership occurs or the new construction is completed. If the property is reassessed at a higher value,
one or more supplemental tax statements will be added to the annual tax bill. If the property is reassessed
at a lower value, the property owner may receive a refund.

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of
each fiscal year, and if unpaid become delinquent on December 10 and April 10, respectively. If the first
installment is not paid by December 10, a ten percent delinquent penalty is added to any unpaid balance.
If the second installment is not paid by April 10, a ten percent penalty plus a charge of $10 is added to the
unpaid balance. Since supplemental tax bills are mailed throughout the year, they may or may not be due
or delinquent at the same time as annual tax bills. The same penalties and charges accrue for delinquent
supplemental taxes as for delinquent annual taxes.

Property on the secured roll with respect to which taxes are delinquent becomes tax defaulted on
or about June 30 of the fiscal year. Such property may thereafter be redeemed by payment of a penalty of
1.5 percent of the unpaid tax per month to the time of redemption, plus costs and a redemption fee. If
taxes remain unpaid for a period of five years following tax default, the property becomes subject to the
County Tax Collector’s power of sale. Properties may be redeemed under an installment plan by paying
the current year’s taxes, plus an initial payment of twenty percent of the redemption amount and an
installment setup fee. The installment plan of redemption allows for the payment of delinquent taxes over
a five-year period beginning the date the installment plan account is opened. An installment plan account
can be opened anytime after the property becomes tax defaulted and within five years of that date. After
the five-year period an installment plan account may not be opened, as the property becomes subject to
the County Tax Collector’s power of sale.

Property taxes on the unsecured roll are due as of the January 1 lien date and, in general, become
delinquent on August 31 and are thereafter subject to a ten percent penalty plus a collection fee. If
unsecured taxes are unpaid on October 31, an additional penalty of 1.5 percent attaches to them on the
first day of each month until paid. The City has four ways of collecting delinquent unsecured personal
property taxes: (1) bringing a civil action against the taxpayer; (2) filing a certificate in the office of the
clerk of the court specifying certain facts in order to obtain a judgment lien on certain property of the
taxpayer; (3) filing a certificate of delinquency for record in the county recorder’s office, in order to
obtain a lien on certain property of the taxpayer; and (4) seizing and selling personal property,
improvements or possessory interests belonging or assessed to the assessee.
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Assessed Valuation. A ten-year history of the City's assessed valuation and property tax
collection rate is as follows:

TABLE 15
City of Seaside
Assessed Value of Taxable Property and Property Tax Collection Rate
Fiscal Years 2008-09 through 2016-17
Total

Percentage of
Collections Collections

Fiscal Year Property  Percentage in (Including

Ended Taxable Assessed  Property Tax Tax of Subsequent Subsequent

June 30 Valuation Levies Collections Collections Years Years)
2009 $1,947,923,797 $4,491,133 $4,406,535 98.12% $74,570 99.78%
2010 1,801,257,448 4,152,979 4,033,233 97.12 64,980 98.68
2011 1,767,355,846 4,074,876 3,964,361 97.29 42,081 98.32
2012 1,729,492,140 3,987,517 3,896,417 97.72 28,074 98.42
2013 1,713,329,873 3,950,392 3,851,877 97.51 26,976 98.19
2014 1,796,501,318 4,142,013 4,041,845 97.58 21,222 98.09
2015 1,947,956,363 4,491,208 4,386,410 97.67 25,288 98.23
2016 2,055,048,202 4,738,119 4,630,765 97.73 23,528 98.23
2017 2,174,493,548 5,013,295 4,892,145 97.58 21,339 98.01
2018 2,287,820,166 5,274,569 5,154,972 97.73 -- --

Source: City of Seaside Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2017, based on information
from County of Monterey as to Fiscal Years Ended June 30, 2009 through June 30, 2017 (excluding column for Total
Percentage of Collections (Including Subsequent Years)); City of Seaside as to Fiscal Year Ended June 30, 2018 and
column for Total Percentage of Collections (Including Subsequent Years), based on information from County of
Monterey.

[The remainder of this page is intentionally left blank.]
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Top Tax Payers.

The top ten property taxpayers, based on assessed values of taxable property in the City, as shown
on the 2017-18 tax roll, are set forth in the following table:

TABLE 16
City of Seaside
Top Ten Taxpayers Based on Assessed Value
Fiscal Year 2017-18
(current as of June 30, 2018)

Taxable % of

Property Owner Primary Use Assessed Value Total

1. Sunbay Resorts Associates LLC Residential $ 38,183,206 1.67%
2. Seaside Laguna Limited Unsecured 26,500,000 1.16
3. Verducci Enterprises LP Commercial 19,963,026 0.87
4. B & B Golf Course Properties LLC Unsecured 17,092,950 0.75
5. Hovercraft LLC and BJC Seaside LLC Commercial 16,568,879 0.72
6.  Seaside Hospitality LP Commercial 15,597,011 0.68
7.  California- American Water Company Miscellaneous 15,153,695 0.66
8. P and S Real Estate Company Commercial 15,078,699 0.66
9. Lithia Real Estate Inc. Commercial 11,875,681 0.52
10. Peninsula Real Estate Investment LL.C Commercial 9,792.000 0.43

Total Top Ten Taxpayers: § 185,805,147 8.12%

City’s Total Assessed Valuation $2,287,820,166 100.00%

Source: City of Seaside, based on information compiled from Monterey County tax roll.

Vehicle License Fee (VLF) In-Lieu Property Taxes.

The motor vehicle license fee (“VLF”) is an annual fee on the ownership of a registered vehicle
in California. Automobiles, motorcycles, pick-up trucks, commercial trucks and trailers, rental cars and
taxicabs are all subject to the VLF. This fee is collected by the State’s Department of Motor Vehicles and
in the past had been disbursed to other governmental agencies by the State Controller. Cities and counties
received a portion of this revenue based on population.

Prior to 1999, State residents paid a VLF of 2% of the market value of their respective vehicles to
the Department of Motor Vehicles. This VLF funding was passed through to cities and counties
throughout California. The State legislature reduced the VLF tax rate from 2% to 0.65%, commencing in
1999. The same legislation also guaranteed cities and counties that the State would “backfill” the
difference between the two rates.

On June 19, 2003, due to the State budget crisis, the VLF tax rate was restored to the pre-1999
rate of 2%. Due to the increase of the VLF tax rate, the need for the State to backfill local governments
was eliminated. On November 17, 2003, the then new Governor of the State issued an executive order
lowering the rate back down to 0.65% and reinstating the backfill to local governments. During the time
it took the DMV to initiate the increase (approximately three months), the State did not make VLF
backfill payments to local governments. The State Legislature characterized the amount of VLF backfill
revenues it failed to pay to cities and counties during this three-month period as a loan, which was repaid
on August 15, 2006.
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The 2004-05 State budget permanently reduced the VLF tax rate from 2% to 0.65% and deleted
the requirement for backfill payments for the difference between the two rates. Moreover, the 2004-05
State budget provided that the amount of the VLF tax rate of 0.65% allocable to cities and counties under
the California Revenue and Taxation Code instead would be met by an increase in the property tax
allocation to cities and counties. As a result, the State no longer distributes any portion of the VLF to the
City, and instead the County provides the City with the VLF In-Lieu Tax, consisting of an amount
derived and paid from property taxes collected by the County equivalent to the City’s allocation of the
VLF under the California Revenue and Taxation Code.

As shown in Table 12, VLF In-Lieu Tax revenues represented the fourth largest single source of
tax revenues for the City’s General Fund in each of Fiscal Years 2014-15 through 2016-17 and the third
largest single source of tax revenues in each of Fiscal Years 2012-13 and 2013-14. In Fiscal Year 2016-
17, the City’s VLF In-Lieu Tax revenues represented approximately 11.1 percent of the City’s General
Fund revenues for Fiscal Year 2016-17. Based on the City’s 2017-18 amended budget, VLF In-Lieu Tax
revenues are projected at $3,335,000, representing approximately 10.7 percent of the City’s total
budgeted General Fund revenues in Fiscal Year 2017-18.

Transient Occupancy Tax.

The authority to levy a transient occupancy tax is granted to the legislative bodies of cities and
counties in the State by the California Revenue and Taxation Code. The tax may be levied for the
privilege of occupying a room or rooms, or other living space, in a hotel, inn, tourist home or house,
motel, or other lodging unless the occupancy is for a period of more than 30 consecutive days. As shown
in Table 12, transient occupancy tax revenues comprised approximately 8.6 through 10.6 percent of the
City’s total General Fund revenues in Fiscal Years 2012-13 through 2016-17. Based on the City’s 2017-
18 amended budget, transient occupancy tax revenues are projected at $3,200,000, representing
approximately 10.3 percent of the City’s total budgeted General Fund revenues in Fiscal Year 2017-18.

The City’s transient occupancy tax ordinance originally was adopted in 1965, has been amended
several times since its adoption, and presently is codified as Chapter 3.24 of the City’s Municipal Code.
The ordinance provides that the City’s transient occupancy tax rate is 12 percent of the rent charged by
the operator of the premises. The City’s Finance Director serves as the tax administrator, and operators of
properties subject to the City’s transient occupancy tax remit the tax directly to tax administrator, together
with completed reporting forms, on or before the last day of the month following the close of each
calendar month. A delinquent penalty of 10 percent of the amount of the tax attaches to delinquent
transient occupancy tax on the first day of the month after the tax is due. If the operator continues to fail
to remit the delinquent remittance within the next thirty days following the date on which the remittance
first became delinquent, a second delinquent penalty of another 10 percent of the amount of the tax
attaches, in addition to the amount of the tax and the first 10 percent penalty. In addition to the penalties
imposed, interest accrues on delinquent transient occupancy tax at the rate of 0.5 percent per month or
fraction thereof on the amount of the unpaid tax, exclusive of penalties, from the date on which the
remittance first became delinquent until paid.

In addition, on July 5, 2018, the City Council adopted an ordinance amending Chapter 17 (the
Zoning Code) of the City’s Municipal Code to impose regulations upon both hosted and non-hosted short-
term rentals of residential property from one day to no longer than 30 days, including but not limited to
licensing requirements and restrictions upon noise, trash, and other aspects of the short-term rental. By
the City Council’s adoption of a companion ordinance on July 5, 2018, the City Council amended
Chapter 3.24 of the City’s Municipal Code to include short-term rentals of residential property as use that
is subject to the collection of the transient occupancy tax in the same manner as a hotel and to add a new
section within Chapter 3.24 providing for 50 percent of the transient occupancy tax collected from short-
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term rentals to be deposited into the City’s housing fund to assist with affordable housing projects and
activities and remaining 50 percent to be directed toward community and neighborhood park
improvements. The transient occupancy taxes to be derived from such short-term rentals are required
under these municipal code provisions to be deposited into a separate fund account within the General
Fund from the traditional transient occupancy tax revenues. The City’s Fiscal Year 2018-19 budget
includes an estimate of $100,000 for transient occupancy tax revenues derived from short-term rentals of
residential property.

Utility Users Taxes.

Revenues from the utility users taxes represent a significant source of revenues for the General
Fund. Pursuant to State law, the City may impose utility users tax on consumption of utilities services.
The current tax rate of the City’s utility users tax on electricity, natural gas, telephone, water, and cable
bills is six percent, which is the rate authorized by the voters within the City at an election held on
November 5, 2002 and is imposed by Chapter 3.30 of the City’s Municipal Code. The City’s utility users
taxes constitute taxes levied for general governmental purposes, are not considered restricted funds, and
can be used by the City for any General Fund purpose. As shown in Table 12, utility users taxes
represented the sixth largest single source of tax revenues for the City’s General Fund in each of Fiscal
Years 2014-15 through 2016-17, comprising approximately 8.7 percent of the City’s total General Fund
revenues in Fiscal Year 2016-17. Based on the City’s 2017-18 amended budget, utility users taxes are
projected at $2,588,000, representing approximately 8.3 percent of the City’s total budgeted General Fund
revenues in Fiscal Year 2017-18.

Investment Policy and Portfolio

The City’s current investment policy (the “Investment Policy”), rendered annually to the City
Council by the City Treasurer pursuant to Section 53646 of the Government Code of the State was
approved by the City Council on July 19, 2018. The City may amend or update its Investment Policy
from time to time, as permitted by State law. The City and its related entities invest their monies on a
pooled basis, which are accounted for separately by respective fund. As permitted under State law, the
Investment Policy delegates responsibility for the management of the City’s investment program to the
City Treasurer. The Investment Policy further provides that the City Treasurer and the City Manager
shall jointly establish procedures to implement and monitor the Improvement Policy.

The Investment Policy sets forth the City’s objective that the level of investment of all idle funds
be maintained as near 100 percent as possible through daily and projected cash flow determinations, with
the Director of Finance-City Treasurer having responsibility over idle cash management and investment
transactions. Criteria under the Investment Policy for selecting investments and the respective order of
priority are as follows: (i) safety, (ii) liquidity, and (iii) yield. The Investment Policy provides that all
investment shall be made in accordance with Sections 53600 et seq. of the Government Code and as
described within the policy. Under the current Investment Policy, the City may invest in the following
investments, subject to provisions of the Government Code and the limitations set forth in the policy
(including certain credit quality requirements and concentration limitations): government obligations for
which the full faith and credit of the United States of America is pledged for the payment of principal and
interest; obligations issued by agencies or instrumentalities of the U.S. government, repurchase
agreements used solely as short-term investments not to exceed one year, banker’s acceptances,
commercial paper, medium term corporate notes, federally insured or fully collateralized time deposits
(non-negotiable certificates of deposit), negotiable certificates of deposit, the State of California’s Local
Agency Investment Fund (LAIF), and money market mutual funds.
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The par value, market value, cost basis, and percent of total investments by market value for
each category of the City’s investments, as of the quarter ended June 30, 2018, are set forth in the
following table:

TABLE 17
City of Seaside
Cash and Investment Report
as of June 30, 2018

Category Yield Book Value ? % of Total ~ Market Value @

Investments
State Treasurer LAIF - City Account 1.16% $12,800,263.66 48.09% $12,800,263.66
Checking Account
Rabobank - General Checking 0.00% 1,939,444.37 7.29 1,939,444.37
Rabobank - Money Market 0.20% 8,671,342.27 32.58 8,671,342.27
PARS Retirement Account 1.39% 10,689.83 0.04 10,689.83
Bank of America-York Checking 0.00% 39,256.98 0.15 39,256.98
US Bank - Redevelopment Agency Merged Area

Refunding 2014 Bonds

Installment Payment, Reserve 0.00% 729,297.57 2.74 729,297.57
US Bank - Golf Course 2006 Bonds

Installment Payment, Reserve 0.20% 552,757.42 2.08 552,757.42
US Bank - PNC Equipment Lease

Escrow Account 0.20% 1,868,739.32 7.02 1,868,739.32
Wells Fargo Bank - Pension Obligation Bond

Program Reserve Account 0.83% 4,721.56 0.02 4,721.56
Total Cash and Investments $26,616,512.98 100.00%  $26,616,512.98

(1) Includes investments of the City’s General Fund and other funds, as well as investments of the related entities of the City for
which financial information is reported in the City’s Comprehensive Annual Financial Report. See Appendix A.
Source: City of Seaside Department of Finance, Cash and Investment Report for the quarter ended June 30, 2018.

Long-Term Liabilities

In addition to the Bonds, the City makes scheduled periodic payments pursuant to certain other
outstanding long term agreements. Set forth in the following summary table are descriptions of some
outstanding long-term agreements, in connection with which General Fund appropriations are made
annually, as appropriate. This excludes bonds payable by the City or its related entities from special
revenues, such as tax allocation bonds or Golf Course revenue bonds. For additional information, see the
notes to the City’s 2016-17 audited financial statements included in the FY 2016-17 CAFR set forth in
Appendix A.

Moreover, concurrently with the issuance of the Bonds, the Authority expects to issue its
$ " aggregate initial principal amount Lease Revenue Bonds (Measure X Road
Improvements), Issue of 2018 (the “Measure X Road Bonds”), in connection with which the City will
enter into a lease agreement with the Authority and make lease payments pursuant to Measure X Special
Revenue Fund appropriations (and General Fund appropriations, to the extent necessary) in the aggregate
amount of approximately $650,000 each Fiscal Year through and including Fiscal Year 2046-47.
Measure X was a ballot measure during the November 2016 elections in the County that proposed a three-
eights cent (0.375%) retail transactions and use tax increase on each dollar of taxable sales (originating in

* Preliminary; subject to change.
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or made from the County) (the “Measure X Sales Tax”) for thirty years in order to pay for transportation
infrastructure projects. Under the terms of the authorizing ordinance, the City receives an allocation of
proceeds of the Measure X Sales Tax (the “Measure X Revenues™). Although the City’s obligation under
the lease agreement with respect to the Measure X Road Bonds is an obligation of the City’s General
Fund, the City intends and has covenanted in that agreement to use the Measure X Revenues, to extent
distributed to the City, to make the Lease Payments prior to any other eligible Measures X Sales Tax
expenditures. The City presently expects, but cannot guarantee, that annual Measure X Revenues will be
sufficient to pay lease payments to the Authority with respect to the Measure X Road Bonds.

California Statewide Communities These bonds were issued by CSCDA to fund the prepayment by
Development Authority (CSCDA) various local California agencies of their respective unfunded
2007 Taxable Pension Obligation actuarial accrued liability under their defined benefit retirement

Bonds, Series A-1 (Current Interest) plans. The City makes payments under a related agreement with
CSCDA. The original principal amount of the City’s obligation
was $6,880,000, and proceeds were used by the City to prepay
the side fund unfunded actuarial accrued liability related to the
City’s only two defined benefit retirement plans at the time, one
for safety employees (now called the Safety First Tier Plan) and
the other for miscellaneous employees (now called the Classic
Miscellaneous Plan). The final maturity date is December 1,
2025. The principal and interest payments, on an annualized
basis, range from $698,497 to $805,987, between Fiscal Year
2018-19 and Fiscal Year 2024-25. As of June 30, 2017,
$4,710,000 in principal amount remained outstanding.

Note Payable — California Energy The City issued this note to the CEC to finance the
Commission (CEC) implementation of City-wide efficiency measures. The term of
this note will end in Fiscal Year 2019-20. The remaining
principal and interest payments, on an annualized basis, are
$8,249 for Fiscal Year 2018-19 and $4,124 for Fiscal Year
2019-20. As of June 30, 2017, $20,316 in principal amount
remained outstanding,

Energy Conservation Lease - PNC The City entered into this lease-purchase agreement in 2016 in
connection with the acquisition of energy conservation
equipment and improvements for various City facilities. The
City’s quarterly payment under this lease is $22,677, with the
final payment scheduled in December 2031.
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Direct and Overlapping Debt

The following is a direct and overlapping debt report as of August 1, 2018, prepared by California
Municipal Statistics, Inc. This report is included for informational purposes only. The Authority and the
City have not reviewed the report for completeness or accuracy and make no representation in connection

therewith.

TABLE 18
City of Seaside
Direct and Overlapping Debt
As of August 1, 2018

2017-18 Assessed Valuation: $2,287,820,166

Debt 8/1/18

OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable
Monterey Peninsula Community College District 6.694%
Monterey Peninsula Unified School District 19.032

Monterey County Water Resources Agency Benefit Assessment District, Zone 2C  1.271
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT
DIRECT AND OVERLAPPING GENERAL FUND DEBT:
Monterey County General Fund Obligations 3.646%
Monterey County Board of Education Certificates of Participation 3.646
City of Seaside Pension Obligation Bonds 100.
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT
Less: Monterey County supported obligations
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT
OVERLAPPING TAX INCREMENT DEBT (Successor Agency): 100. %

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes lease revenue bonds to be sold.

§ 8,354,348
17,411,161
290,932
$26,056,441

$6,065,056
54,508
4,290,000
$10,409,564
_1.327.144
§ 9,082,420

$2,500,000

$38,966,005
$37,638,861

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital

lease obligations.

Ratios to 2017-18 Assessed Valuation:

Total Overlapping Tax and Assessment Debt...........cc.cccceeueenee. 1.14%
Total Direct Debt ($4,290,000) 0.19%
Gross Combined Total Debt............euvvveeeeeeeeeeieieieeeieeeeeieeeeeieinnnns 1.70%
Net Combined Total Debt.......cccooeeeeeeeeeeeeeieeeeeeeeeeeeeeeeeeeeeeeeeee, 1.65%
Ratios to Redevelopment Successor Agency Incremental Valuation ($1,335,763.,353):
Total Overlapping Tax Increment Debt ...........c.cccovcveiriiinniennne. 0.19%
Source: California Municipal Statistics, Inc.

Pension Plans

(1)

2)

All qualified City employees are eligible to participate in the Public Employee’s Retirement Fund
of the California Public Employees’ Retirement System (“CalPERS” or “PERS”). CalPERS is an agent
multiple employer public employee retirement system and issues publicly available reports that include a
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full description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website. CalPERS acts as a common investment and
administrative agent for participating public entities within the State. A menu of benefit provisions as
well as other requirements of the CalPERS program are established by the Public Employees’ Retirement
Law set forth in California Government Code (commencing with Section 20000). The City selects
optional benefit provisions from the benefit menu by contract with CalPERS and adopts those benefits
through local ordinance, resolution, or other local methods. Contribution requirements of the plan
members are established by State statute and the employer contribution rate is established and may be
amended by CalPERS. CalPERS participants are required to make contribution to the CalPERS fund
based on a percentage of their covered annual salary.

All qualified permanent and probationary employees are eligible to participate in the City’s
separate Safety (police and fire) Employee Pension Plans (collectively, the “Safety Plan”) and
Miscellaneous (all other) Employee Pension Plans (collectively, the “Miscellaneous Plan;” and together
with the Safety Plan, the “Plans”), cost-sharing multiple employer defined benefit pension plans
administered by CalPERS, which acts as a common investment and administrative agent for its
participating member employers. Plan assets may be used to pay benefits for any employer rate plan of
the safety and miscellaneous risk pools. Accordingly, rate plans within the safety or miscellaneous pools
are not separate plans under GASB Statement No. 68. Individual employers may sponsor more than one
rate plan in the miscellaneous or safety risk pools. The City’s CalPERS Safety Plans consists of
individual rate plans (benefit tiers) within a safety risk pool and presently include a Safety First Tier Plan
(police and fire), a Safety Fire Second Tier Plan, a PEPRA Safety Fire Plan, a Safety Police Second Tier
Plan, and a PEPRA Safety Police Plan. The City’s CalPERS Miscellaneous Plans consists of individual
rate plans (benefit tiers) within a miscellaneous risk pool presently include a Classic Miscellaneous Plan
and a PEPRA Miscellaneous Plan. See Note 4 of the “Notes to Basic Financial Statements” section of the
City’s FY 2016-17 CAFR set forth in Appendix A.

In addition, the City established a Supplemental Retirement Plan (the “SRP”’) with Public Agency
Retirement Services (PARS) for Miscellaneous (Non-LIUNA) full-time employees who worked for the
City on or after July 1, 2002. The SRP provides an additional benefit so that a participant’s total benefit,
including the CalPERS benefit is 2.5% at 55. The SRP is closed to new hires on and after July 1, 2010.

CalPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits are based
on years of credited service, equal to one year of full time employment. Members with five years of total
service are eligible to retire at age 50 with statutorily reduced benefits. All members are eligible for
nonduty disability benefits after 10 years of service. The death benefit is one of the following: the Basic
Death Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of
living adjustments for each plan are applied as specified by the Public Employees’ Retirement Law.

California Governor Jerry Brown signed the California Public Employee’s Pension Reform Act
of 2013 (“PEPRA”) into law on September 12, 2012. For non-safety CalPERS participants hired after
January 1, 2013 (the “Implementation Date”), the Reform Act changes the normal retirement age by
increasing the eligibility for the 2 percent age factor from age 55 to 62 and also increases the eligibility
requirement for the maximum age factor of 2.5 percent to age 67. PEPRA also implements certain other
changes to CalPERS including the following: (a)all new participants enrolled in CalPERS after the
Implementation Date are required to contribute at least 50 percent of the total annual normal cost of their
pension benefit each year as determined by an actuary, (b) CalPERS is required to determine the final
compensation amount for employees based upon the highest annual compensation earnable averaged over
a consecutive 36-month period as the basis for calculating retirement benefits for new participants
enrolled after the Implementation Date, and (c) “pensionable compensation” is capped for new
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participants enrolled after the Implementation Date at 100 percent of the federal Social Security
contribution and benefit base for members participating in Social Security or 120 percent for CalPERS
members not participating in social security.

The Plans’ provisions and benefits in effect at June 30, 2017 are summarized as follows:

Miscellaneous
Prior to On or After
Hire Date January 1, 2013 January 1, 2013 (PEPRA)
Benefit Formula 2.0% @ 55 2% @ 62
Benefit Vesting Schedule 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50-63 52-67
Monthly Benefits, as a % of Eligible 1.426% to 2.418% 1.0% to 2.5%
Compensation
Required Employee Contribution Rates 7% 6.25%
Required Employer Contribution Rates 11.92% 6.25%
Safety Tier 1
(Fire & Police) Fire Safety Tier 2 Police Safety Tier 2
Fire: Prior to July 1, 2010 July 1, 2010 through  Jan. 1, 2011 through
Hire Date Police: Prior to Jan. 1, 2011  December 31, 2012 December 31, 2012
Benefit Formula 3.0% @ 50 2.0% @ 50 3.0% @ 55
Benefit Vesting Schedule 5 Years Service 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life Monthly for Life
Retirement Age 50 50-63 50-55
Monthly Benefits, as a % of Eligible
Compensation 3% 2.0%-2.7% 2.4% - 3.0%
Required Employee Contribution Rates 9% 9% 9%
Required Employer Contribution Rates 28.65% 20.92% 17.875%

PEPRA Fire Safety PEPRA Police Safety

On or After On or After
Hire Date January 1, 2013 January 1, 2013
Benefit Formula 2.7% @ 57 2.7% @ 57
Benefit Vesting Schedule 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50-57 50-57

Monthly Benefits, as a % of Eligible
Compensation

Required Employee Contribution Rates
Required Employer Contribution Rates

12425-0020\2204422v5.doc
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PARS

Hire Date Prior to July 1, 2010
2.5% @ 55
Benefit Formula Minus 2.0% @ 55
Benefit Vesting Schedule 3 Years Service
Benefit Payments Monthly for Life
Retirement Age 50
Monthly Benefits, as a % of Eligible Compensation 0.50%
Required Employee Contribution Rates -%
Required Employer Contribution Rates 13.86%

The California Public Employees’ Retirement Law requires that the employer contribution rates
for all public employers be determined on an annual basis by the actuary and shall be effective on the July
1 following notice of a change in the rate. Funding contributions for both Plans are determined annually
on an actuarial basis as of June 30 by CalPERS. The actuarially determined rate is the estimated amount
necessary to finance the costs of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liability. The City is required to contribute the difference between the
actuarially determined rate and the contribution rate of employees. For the Fiscal Year ended June 30,
2017, the contributions the City recognized as part of pension expense were $2,935,035.

Pension Liabilities and Pension Expenses

As of June 30, 2017, the City reported net pension liabilities for its proportionate shares of the net
pension liability of each Plan as follows:

Proportionate
Share of Net
Pension
Liability
Miscellaneous $11,291,439
Safety 25,266,061
PARS (2,965)
Total Net Pension Liability $36,554,535

The City’s net pension liability for each Plan is measured as the proportionate share of the net
pension liability. The net pension liability of each of the Plans is measured as of June 30, 2016, and the
total pension liability for each Plan used to calculate the net pension liability was determined by an
actuarial valuation as of June 30, 2015 rolled forward to June 30, 2016 using standard update procedures.
The City’s proportion of the net pension liability was based on a projection of the City’s long-term share
of contributions to the pension plans relative to the projected contributions of all participating employers,
actuarially determined. The City’s proportionate share of the net pension liability for each Plan as of June
30, 2015 and 2016 measurement dates was as follows:

Miscellaneous Safety Total
Proportion - June 30, 2015 0.30836% 0.48099% 0.41199%
Proportion - June 30, 2016 0.32504 0.48784 0.42248
Change - Increase (Decrease) 0.01668 0.00685 0.01049
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Change in the Net Pension Liability — PARS Plan.

The change in the Net Pension Liability for the PARS Plan is as follows:

Balances - June 30, 2016

Changes in the Fiscal Year:

Service Cost

Interest on Total Pension

Liability

Difference Between
Expected and Actual
Experience

Benefit Payments

Employer Contributions

Net investment Income

Administrative Expenses

Change of Allocation

Net Changes

Balances - June 30, 2017

Total Plan Net
Pension Fiduciary Pension
Liability Net Position Liability

$1,954,998 $1,376,254 $578,744

68,049 - 68,049

143,950 - 143,950
(358,987) - (358,987)
(193,614) (193,614) -

- 233,278 (233,278)
- 157,637 (157,637)
- (7,217) 7,217

128,580 179,583 (51,003)
(212,022) 369,667 (581,689)

$1,742,976 $1,745,921 $(2,945)

For the year ended June 30, 2017, the City recognized pension expense of $3,705,121. Pension
expense represents the change in net pension liability during the measurement period, adjusted for actual
contributions and for the deferred recognition of changes in investment gain/loss, actuarial gain/loss,
actuarial assumptions or method, and plan benefits.

Actuarial Assumptions for total pension liabilities in the June 30, 2016 actuarial valuations — The
total pension liabilities in the June 30, 2016 actuarial valuations were determined using the following

actuarial assumptions:

Valuation Date
Measurement Date

Miscellaneous ~ Miscellaneous
Hired Prior to Hired After to
1/1/2013 1/1/2013

June 30, 2015
June 30, 2016

Actuarial Cost Method
Actuarial Assumptions:

Safety Tier 1

Fire Safety
Tier 2

June 30, 2015
June 30, 2016

June 30, 2015
June 30, 2016

June 30, 2015
June 30, 2016

Entry-Age Normal Cost Method

7.65%
2.75%
3.00%
3.3%-
14.2% (1)
7.5% (2)

7.65%
2.75%
3.00%
3.3% -
14.2% (1)
7.5% (2)

Based on CalPERS Specific Data

Discount Rate 7.65% 7.65%
Inflation 2.75% 2.75%
Payroll Growth 3.00% 3.00%
3.3% - 3.3% -

Projected Salary Increase 14.2% (1) 14.2% (1)
Investment Rate of Return 7.5% (2) 7.5% (2)
Mortality

(1) Depending on age, service, and type of employment.

2) Net of pension plan investment expenses, including inflation.

3) Graded based on years of service. 3.5% after 30 years of services.
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The underlying mortality assumptions and all other actuarial assumptions used in the June 30,
2016 valuation were based on the results of a January 2014 actuarial experience study for the period 1997
to 2011. Further details of the Experience Study can be found on the CalPERS website.

Discount Rate for total pension liabilities — The discount rate used to measure the total pension
liability was 7.65% for the Miscellaneous and Safety Plans, and 7.00% for the PARS plan. To determine
whether the municipal bond rate should be used in the calculation of a discount rate for each plan,
CalPERS stress tested plans that would most likely result in a discount rate that would be different from
the actuarially assumed discount rate. Based on the testing, none of the tested plans run out of assets.
Therefore, the current 7.65% discount rate is adequate and the use of the municipal bond rate calculation
is not necessary. The long term expected discount rate of 7.65% will be applied to all plans in the Public
Employees Retirement Fund (PERF). The stress test results are presented in a detailed report that can be
obtained from the CalPERS website. For additional information regarding the building-block method
used by CalPERS to determine the long-term expected rate of return on pension plan investments, see
Note 4 of the “Notes to Basic Financial Statements” section of the City’s FY 2016-17 CAFR set forth in
Appendix A.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate — The following presents the City’s proportionate share of the net pension liability for each Plan,
calculated using the discount rate for each Plan, as well as what the City’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage point lower or 1-
percentage point higher than the current rate:

Miscellaneous Safety PARS
1% Decrease 6.65% 6.65% 6.00%
Net Pension Liability $ 17,702,086 $ 37,807,254 $211,258
Current Discount Rate 7.65% 7.65% 7.00%
Net Pension Liability $ 11,291,439 $ 25,266,061 $ (2,965)
1% Increase 8.65% 8.65% 8.00%
Net Pension Liability $ 5,993,358 $ 14,971,026 $ (183,625)

See the discussion
Assumptions” below.
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Deferred Outflows and Inflows

Deferred Outflows and Inflows - Miscellaneous Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the miscellaneous plan from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Pension Contributions Subsequent to
Measurement Date $ 853,571 $ -
Change in Proportion 584,578 777,760
Change in Assumptions - 381,300
Differences Between Expected and Actual
Experience 40,303 9,234
Difference in Actual Contributions vs.
Proportionate Share of Contributions - 669,936
Net Differences Between Projected and
Actual Earnings on Plan Investments 1,984,538 -
Total $3,462,990 $1,838,230

Deferred Outflows and Inflows - Safety Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the safety plan from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Pension Contributions Subsequent to

Measurement Date $2,154,782 $ -
Change in Proportion 207,509 355,992
Change in Assumptions - 648,108
Differences Between Expected and Actual

Experience - 148,646
Difference in Actual Contribution vs.

Proportionate Share of Contributions - 415,111
Net Differences Between Projected and Actual

Earnings on Plan Investments 3,184,124 -

Total $5,546,415 $1,567,857

Deferred Outflows and Inflows - PARS Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the PARS pension plan from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Net Differences Between Projected and
Actual Earnings on Plan Investments § 44,631 $ -
Total $ 44,631 $ -
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The City reported $3,008,353 as deferred outflows of resources related to contributions
subsequent to the measurement date which will be recognized as a reduction of the net pension liability in
the year ended June 30, 2018. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized as pension expense as follows:

Year Ending June 30, Miscellaneous Plan Safety Plan PARS Plan Total
2018 $ (392,932) $ (282,321) $ 21,870 $ (653,383)
2019 (275,571) (147,864) 21,872 (401,563)
2020 925,673 1,425,041 10,413 2,361,127
2021 514,019 828,920 (9,524) 1,333,415

Total $ 771,189 $ 1,823,776 $ 44,631 $2.639,596

The information included above under the caption “CITY FINANCIAL INFORMATION -
Pension Plans” is derived from the City’s FY 2016-17 CAFR set forth in Appendix A. Please refer to the
Note 4 to the basic financial statements portion and the various related schedules in the required
supplementary information section of the City’s FY 2016-17 CAFR for further details.

CalPERS Actuarial Calculations; Plans Funding Status

In the late summer or fall of each year, CalPERS provides the City report (each, a “PERS
Report”) providing the actuarial valuation (as of June 30 of the calendar year preceding the year of the
PERS Report) for each of the City’s Plans. The following information is based on information available
from PERS and the PERS Reports. The Authority and the City have not independently verified by the
information provided by PERS and express no opinion regarding the accuracy of such information.
PERS’ actuarial assessments are based various assumptions (including demographic assumptions and
economic assumptions) made by PERS, its actuaries, accountants and other consultants. One or more
assumptions may not materialize or be changed in the future. The Authority and the City express no
opinion regarding the quality such assumptions and cannot provide any guarantee as to the eventual
results.

As discussed under the subcaption “— Discount Rate and Certain CalPERS Actuarial
Assumptions” below, beginning December 21, 2016, the CalPERS Board of Administration lowered the
discount rate from 7.50 percent to 7.00 percent using a three year phase-in beginning with the June 30,
2016 actuarial valuations. The minimum employer contributions for Fiscal Year 2018-19 determined in
the most recent PERS Reports, dated August 2017, were calculated using a discount rate of 7.375 percent.
Employer contributions for Fiscal Years 2019-20 and 2020-21 are expected to assume that the discount
rate will be lowered to 7.25 percent and 7.00 percent for the respective actuarial valuation years on which
those employer contributions are determined, per the three year phase-in adopted by the CalPERS Board
of Administration. The CalPERS Board of Administration adopted a Risk Mitigation Policy which is
designed to reduce funding risk over time. This policy has been temporarily suspended during the period
over which the discount rate is being lowered. More details on the Risk Mitigation Policy can be found
on the CalPERS website.

Per the PERS Reports received by the City in August 2017 (for the valuation date of June 30,
2016), the City’s Fiscal Year 2018-19 required contributions, before any cost sharing and assuming an
investment return for Fiscal Year 2016-17 of 7.375 percent, for the Plans are as follows: [City to provide
PERS Reports from fall 2018 once available, to update below]

(1) Classic Miscellaneous Plan — 9.409 percent of payroll, plus $57,876.40 of monthly
employer dollar UAL payment (or $670,241 annual lump sum UAL prepayment option
on or before July 31, 2018);
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(i1) PEPRA Miscellaneous Plan — 6.842 percent of payroll, plus $124.81 of monthly
employer dollar UAL payment (or $1,445 annual lump sum UAL prepayment option on
or before July 31, 2018);

(ii1) Safety First Tier Plan (Police and Fire) — 20.556 percent of payroll, plus $132,566.08 of
monthly employer dollar UAL payment (or $1,535,190 annual lump sum UAL
prepayment option on or before July 31, 2018);

(iv) Safety Fire Second Tier Plan — 16.704 percent of payroll, plus $74.67 of monthly
employer dollar UAL payment (or $865 annual lump sum UAL prepayment option on or
before July 31, 2018);

v) PEPRA Safety Fire Plan — 12.141 percent of payroll, plus $4.06 of monthly employer
dollar UAL payment (or $47 annual lump sum UAL prepayment option on or before July
31, 2018);

(vi) Safety Police Second Tier Plan — 18.677 percent of payroll, plus $10.51 of monthly
employer dollar UAL payment (or $122 annual lump sum UAL prepayment option on or
before July 31, 2018); and

(vii)  PEPRA Safety Police Plan — 12.141 percent of payroll, plus $21.05 of monthly employer
dollar UAL payment (or $244 annual lump sum UAL prepayment option on or before
July 31, 2018).

The calculation of the funding requirement is based on various actuarial assumptions and
adjustments such as, among others, the actuarial smoothing of losses and gains over multiple years. Thus,
the UAL reflects an actuarial estimate and not as a fixed expression of the liability the City owes to
CalPERS under its PERS plans.

The table below shows the funding status for the City’s Classic Miscellaneous Plan as of the most
recent six valuation dates, as shown in the relevant PERS Report received by the City in August 2017:

Classic Miscellaneous Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $39,414,120 $32,043,791 $7,370,329 81.3% $5,393,016
6/30/2012 40,140,088 30,766,874 9,373,214 76.7 5,043,463
6/30/2013 41,322,188 33,360,146 7,962,042 80.7 4,446,388
6/30/2014 44,329,127 37,124,643 7,204,484 83.8 4,407,101
6/30/2015 45,721,355 36,318,800 9,402,555 79.4 4,449,176
6/30/2016 47,264,619 34,639,670 12,624,949 73.3 4,020,463
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The table below shows the funding status for the City’s PEPRA Miscellaneous Plan as of the
most recent four valuation dates (i.e., the only four thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

PEPRA Miscellaneous Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2013 $ 4,633 $ 6,216 $ (1,583) 134.2% $ 229,444
6/30/2014 66,547 71,359 (4,812) 107.2 755,569
6/30/2015 216,709 207,455 9,254 95.7 1,582,442
6/30/2016 418,785 374,713 44,072 89.5 1,615,226

The table below shows the funding status for the City’s Safety First Tier Plan (Police and Fire) as
of the most recent six valuation dates, as shown in the relevant PERS Report received by the City in
August 2017:

Safety First Tier Plan (Police and Fire)

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $73,842,560 $57,765,620 $10,076,940 78.2% $6,559,107
6/30/2012 77,557,412 56,680,609 20,876,803 73.1 6,563,884
6/30/2013 79,657,662 61,202,443 18,455,219 76.8 6,078,294
6/30/2014 86,345,820 68,972,602 17,373,218 79.9 5,541,494
6/30/2015 89,713,379 68,003,398 21,709,981 75.8 5,600,148
6/30/2016 93,844,593 65,983,784 27,860,809 70.3 5,531,621

The table below shows the funding status for the City’s Safety Fire Second Tier Plan as of the
most recent six valuation dates, as shown in the relevant PERS Report received by the City in August
2017:

Safety Fire Second Tier Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $ 0 $ 0 $ 0 0.0% $ 63,848
6/30/2012 22,621 16,900 5,721 74.7 136,902
6/30/2013 74,901 59,056 15,845 78.8 221,607
6/30/2014 142,219 141,764 455 99.7 249,047
6/30/2015 236,345 233,284 3,061 98.7 236,440
6/30/2016 323,991 294,722 29,269 91.0 311,812
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The table below shows the funding status for the City’s PEPRA Safety Fire Plan as of the most
recent valuation date (i.e., the only one thus far for such Plan), as shown in the relevant PERS Report
received by the City in August 2017:

PEPRA Safety Fire Plan
Plan’s Shared
Plan’s Share of of Pooled Annual
Accrued Pool’s Market Unfunded Covered
Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2016 $2,255 $2,090 $165 92.7% $137,989

The table below shows the funding status for the City’s Safety Police Second Tier Plan as of the
most recent two valuation dates (i.e., the only two thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

Safety Police Second Tier Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets Liability (UAL)  Funded Ratio Payroll
6/30/2015 $20,275 $19,226 $1,049 94.8% $ 85,600
6/30/2016 46,332 41,892 4,440 90.4 103,771

The table below shows the funding status for the City’s PEPRA Safety Police Plan as of the most
recent two valuation dates (i.e., the only two thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

PEPRA Safety Police Plan
Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2015 $15,253 $14,464 $ 789 94.8% $159,622
6/30/2016 68,155 62,382 5,773 91.5 426,164
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With respect to the PARS Supplemental Retirement Plan (SRP) for Miscellaneous (Non-LIUNA)
full-time employees who worked for the City on or after July 1, 2002 and were hired on or prior to June
30, 2010, the City engaged an actuary to analyze liabilities associated with the SRP as of June 30, 2015
and as of June 30, 2017, which resulted in two reports issued on October 8, 2015 and November 17, 2017,
respectively (collectively, the “SRP Reports”). The table below shows the funding status for the SRP as
of the most recent four valuation dates assuming a discount rate of 7.00% and certain other actuarial
assumptions, as shown in the SRP Reports:

Fiduciary Net
Position as a %
Total Pension Fiduciary Net Net Pension of Total Pension Covered
Valuation Date Liability Position Liability Liability Payroll
6/30/2014 $1,877,678 $1,157,549 $720,129 61.65% $2,021,220
6/30/2015 1,954,998 1,376,254 578,744 70.40 2,081,857
6/30/2016 2,083,558 1,555,837 527,721 74.67 1,850,801
6/30/2017 1,742,956 1,745,921 (2,965) 100.17 1,906,325

Discount Rate and Certain CalPERS Actuarial Assumptions

The CalPERS actuary uses a smoothing technique to determine Actuarial Value that is calculated
based on certain policies. As described below, these policies and actuarial assumptions have changed
significantly in recent years and are expected to change or be modified further by CalPERS in the future.
Certain significant recent changes in assumptions include the following.

1. On March 14, 2012, the CalPERS Board approved a change in the inflation assumption
used in the actuarial assumptions used to determine employer contribution rates. This reduced the
assumed investment return from 7.75% to 7.50%, reduced the long-term payroll growth assumption from
3.25% to 3.0%, and adjusted the inflation component of individual salary scales from 3.25% to a merit
scale varying by duration of employment, an assumed annual inflation component of 3% and an annual
production growth of 0.25%. Although the full impact of such changes is not yet clear, CalPERS has
estimated that they could result in net increases in future contribution levels of approximately 1% to 2%.

2. On April 17, 2013, the CalPERS Board of Administration approved a plan: (i) to replace
the current 15-year asset-smoothing policy with a 5-year direct-rate smoothing process; and (ii) to replace
the current 30-year rolling amortization of unfunded liabilities with a 30-year fixed amortization period.
CalPERS’ Chief Actuary has stated that the revised approach provides a single measure of funded status
and unfunded liabilities, less rate volatility in extreme years, a faster path to full funding and more
transparency to employers such as the City about future contribution rates. These changes are expected to
accelerate the repayment of unfunded liabilities of the City’s plans in the near term; the exact magnitude
of the potential contribution rate increases is not known at this time, but may be significant. These
changes are reflected beginning with the June 30, 2014 actuarial valuation affecting contribution rates for
Fiscal Year 2016 and thereafter.

3. On February 19, 2014, the CalPERS Board approved changes to actuarial assumptions
and methods based upon an experience study. These changes include: moving from using smoothing of
the market value of assets to obtain the actuarial value of assets to direct smoothing of employer
contribution rates; increased life expectancy; changes to retirement ages (earlier for some groups and later
for others); lower rates of disability retirement; and other changes.

4. On December 21, 2016, the CalPERS Board of Administration approved an incremental
lowering of the discount rate from 7.5% to 7.0% over the next three Fiscal Years. For Fiscal Years 2017-
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18, 2018-19 and 2019-20, the Board of Administration approved discount rates of 7.375%, 7.25% and
7.0%, respectively. While the full impact of the discount rate changes on the City is not yet clear,
CalPERS expects such changes to increase average employer rates by approximately 1% to 3% of normal
cost as a percent of payroll for most miscellaneous retirement plans and by approximately 2% to 5% for
most safety plans. CalPERS also expects the discount rate changes to result in increased unfunded
accrued liability payments for employers, and estimates that many employers will see such payments
increase by 30% to 40%.

5. On February 14, 2018, the CalPERS Board adopted the new Actuarial Amortization
Policy including the recommendation to delay the effective date until the June 30, 2019 actuarial
valuations and contributions beginning Fiscal Year 2021-22: (i) reduced period over which actuarial
gains and losses are amortized, from 30 years to 20 years, to apply only to new gains/losses established
on or after June 30, 2019; (ii) level dollar amortization payments for all unfunded accrued liability (UAL)
bases throughout the amortization period, apply only to new UAL bases established on or after June 30,
2019; (iii) elimination of five-year ramp-up or ramp-down on UAL bases attributable to assumption
changes and non-investment gains/losses established on or after June 30, 2019; (iv) elimination of five-
year ramp-down on investment gains/losses established on or after June 30, 2019 (the five-year ramp up
from the current policy will continue); and (v) maximum amortization period of 15 years for the UAL of
inactive employers (no active members in any CalPERS plan), effective for the June 30, 2017 actuarial
valuations, with the actuary retaining the ability to further shorten the period on any valuation data based
on the life expectancy of plan members and projected cash flow needs of the plan.

Information regarding CalPERS’ administration of the plans, actuarial methods assumptions and
asset valuation can be obtained from CalPERS at Lincoln Plaza North, 400 Q Street, Sacramento,
California 95811 or (888) 225-7377. The comprehensive annual financial reports of CalPERS are
available on CalPERS’ website at www.calpers.ca.gov. The website reference is for informational
purposes only. None of the content of the website is any way incorporated into this Official Statement.
The City and the Authority make no representation concerning, and do not take any responsibility for, the
accuracy or timeliness of information posted on such website or the continued maintenance of such
website.

Other Post-Employment Benefits (Other Than Pensions)

GASB issued Statement No. 45 entitled “Accounting and Financial Reporting By Employers for
Post Employment Benefits Other Than Pensions” (“GASB 45”), which addresses how state and local
governments should account for and report their costs and obligations related to post employment
healthcare and other non-pension benefits, known collectively as “Other Post-Employment Benefits” or
“OPEBs.” GASB 45 generally requires state and local governmental employers to account for and report
the cost of OPEBs and outstanding obligations and commitments related to OPEBs in essentially the same
manner as they currently do for pensions. Annual OPEB cost for most employers are based on actuarially
determined amounts that, if paid on an ongoing basis, would provide sufficient resources to pay benefits
as they come due. The provisions of GASB 45 may be applied prospectively and do not require
governments to fund their OPEB plans. An employer may establish its OPEB liability at zero as of the
beginning of their initial year of implementation; however, the unfunded actuarial liability is required to
be amortized over future periods.

In 2015, GASB issued Statement No. 75 entitled, “Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions” (“GASB 75”), which substantially revises the valuation
and accounting requirements previously mandated under GASB Statement No. 45 with respect to how
state and local governments should account for and report their costs and obligations related to post
employment healthcare and other non-pension benefits, known collectively as “Other Post-Employment
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Benefits” or “OPEBs.” GASB 75 is effective for fiscal years beginning after June 15, 2017. The City is
in the process of implementing GASB 75 for its financial statements for Fiscal Year 2017-18.

In addition to providing pension benefits, City provides a plan to allow eligible retirees to elect
postretirement healthcare (medical, dental and vision) insurance coverage (the “OPEB Plan”). The OPEB
Plan is closed to new hires, as follows: Nonsafety, Public Safety Management, and Firefighter employees
hired on or after July 1, 2010, are not eligible to participate in the OPEB Plan; Police Officer employees
hired on or after January 1, 2011, are not eligible to participate in the OPEB Plan. The City has agreed to
contribute on the retiree’s behalf the value of the “Employee-Only” medical insurance premium in
accordance with Memorandums of Understanding (MOU) approved by the City Council. The OPEB Plan
benefits are provided in the form of:

e  An explicit subsidy where the City contributes 100% towards “Employee-Only” medical
insurance premium of those active employees and retirees hired on or before the eligibility
cutoff date (this varies depending on the existing MOUs). Both benefit and vesting services
are credited from the date of hire.

e  An explicit right to elect access to postemployment healthcare coverage (medical, dental and
vision) for the retiree and their legal dependents. The City is not obligated to contribute
towards dependent medical coverage nor dental and vision insurance premiums. Monthly
premiums must be paid by the retiree to the City.

e  FEligibility: Nonsafety, Public Safety Management, and Firefighter employees hired on or
after July 1, 2010, are not eligible to participate in the OPEB Plan. Police Officer employees
hired on or after January 1, 2011, are not eligible to participate in the OPEB Plan.

° The OPEB Plan does not include a death or a withdrawal of benefit.

Subject to the eligibility criteria above as to hire date, the City operates under an agreement to
continue to provide access to healthcare insurance to all employees who retire after at least the age of 50
and who have 10 years of service to the City. Retiring disabled Safety employees need not be 50 years of
age; however, the retiree must have 10 years of service. Upon retirement from active employment, a
retiree must elect the types of insurance coverage they chose to purchase for themselves and/or their
dependents. The City is only required to pay 100% of the “Employee-Only” portion of the medical
insurance premium and the retiree pays for the excess cost for any additional insurance premiums. Any
increases in “Employee-Only” medical insurance premiums after retirement are borne by the City and the
retiree pays for all excess medical, dental and vision premium cost increases. The City’s obligation under
the MOU agreements continues until (1) retiree reaches age 65 (age 70 for Firefighters), (2) retiree
becomes eligible for Medicare, or (3) retiree chooses to discontinue insurance coverage, whichever comes
first.

The cost of the retiree healthcare insurance benefits is recognized as an expenditure and insurance
premiums are paid in advance on a monthly basis. For the fiscal year ended June 30, 2017, the retiree
(i.e., “Employee-Only”) portion of the OPEB Plan costs allocated to the City is $576,998 (actuarially
calculated expected amount, based on census data, actuarial assumptions, and plan provisions used in the
OPEB Plan’s January 1, 2017 actuarial valuation; see the subcaption “— Funding Policy” below).

Funding Policy

As required by GASB 45, an actuary has determined the City’s Annual Required Contributions
(ARC) at least once every two fiscal years through and including the valuation date as of January 1, 2017;
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going forward, the City will engage an actuary to determine the ARC at least once every fiscal year in
accordance with GASB 75, commencing with the valuation date as of January 1, 2018. The ARC is
calculated in accordance with certain parameters, and includes (1) the Normal Cost for 1 year, and (2) a
component for amortization of the total unfunded actuarial accrued liability (UAAL) over a period not to
exceed 30 years.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about the future employment, mortality, and the healthcare cost trend.

Amounts determined regarding the funded status of the OPEB Plan and the ARC of the City are
subject to continual revision as actual results are compared with past expectations and new estimates are
made about the future. The schedule of funding progress, presented in the notes, presents multiyear trend
information that shows whether the actuarial value of OPEB Plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits.

Annual OPEB Cost and Net OPEB Obligation (Asset)

The following table shows the City’s OPEB Plan assets/liabilities at June 30, 2017, and the
allocated portion attributed to the City. The City has not established a separate irrevocable trust for its
OPEB Plan, and anticipates using the pay-as-you-go method to fund the current cost.

June 30, 2017

Governmental Business-Type

Item Activities Activities
Normal Cost $ 430,680 $ 7404
Amortization of UAAL 927,077 15,937
Interest 159,842 2,747
Amortization of Prior Year Net OPEB Obligation (418,196) (7,189)
Annual OPEB Cost (Expense) 1,099,403 18,899
Contributions Made (567,247) (9,751)
Increase in Net OPEB Obligation/(Asset) 532,156 9,148
Net OPEB Obligation - Beginning of Year 4,582,915 62,493
Net OPEB Obligation - End of Year $ 5,115,071 $ 71,641

The City’s allocated Annual OPEB Costs, the percentage of Annual OPEB Cost contributed to
the OPEB Plan, and the Net OPEB Obligation (Asset) for the fiscal year ended June 30, 2017 are as
follows:

Percentage of Net OPEB
Fiscal Year =~ Annual OPEB Cost ) OPEB Contributed Obligation
6/30/2015 $ 879,314 47.1% $ 4,008,010
6/30/2016 933,511 31.7 4,645,408
6/30/2017 1,118,302 51.6 5,186,712

(1) Annual Required Contribution (ARC) plus actuarially calculated interest at 3.50% per annum and
plus/less actuarial adjustments to the ARC.

As determined by the actuary engaged by the City to perform the GASB-required determinations
of the City’s Annual Required Contributions (ARC) for the OPEB Plan, the ARC for Fiscal Year Ended
June 30, 2017 was $1,381,098, which consists of $438,084 attributable to normal cost for 1 year, and
$973,014 attributable to amortization of the total unfunded actuarial accrued liability (UAAL) over a
closed 14-year amortization period. Because the City has used, and anticipates continuing to use the pay-
as-you-go method to fund the current cost of the OPEB Plan, the UAAL consists of all of the expected
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future benefits payable under the OPEB Plan. As noted above, the OPEB Plan is closed to new hires, as
follows: Nonsafety, Public Safety Management, and Firefighter employees hired on or after July 1, 2010,
are not eligible to participate in the OPEB Plan; Police Officer employees hired on or after January 1,
2011, are not eligible to participate in the OPEB Plan.

In the most recent actuarial valuation report prepared for the City’s OPEB Plan (with a January 1,
2017 valuation date), the actuary determined that expected benefit payments for Fiscal Years 2016-17,
2017-18, and 2018-19 (i.e., the retiree (“Employee-Only”) portion of the OPEB Plan costs allocated to the
City) are $576,998, $624,396, and $607,627, respectively. These calculations are based on actuarial
methods and assumptions utilized in the January 1, 2017 valuation report, as described in more detail
under the subcaption “— Actuarial Methods and Assumptions” below. The City pays the normal cost of
the OPEB Plan on a monthly basis as invoiced by the insurance company providing the healthcare
benefits under the OPEB Plan, and such amounts may differ from the actuarially-calculated annual
benefit payments if the actual characteristics of the plan participants differ from the actuarial assumptions.
In any event, since the OPEB Plan is a closed benefit plan with a finite number of eligible plan
participants, the City expects to be able to continue paying for the normal cost (i.e., annual benefit
payments) for the OPEB Plan on a pay-as-you-go basis through including in its annual budget the
expected annual benefit payments. The City does not presently anticipate funding the UAAL for the
OPEB Plan and does not expect that the annual benefit payments for the OPEB Plan will require the City
to cut funding for its services or its other regular budgetary items requiring annual appropriation
(including Lease Payments under the Lease Agreement).

Funding Status and Funding Progress

As of January 1, 2017, the most recent actuarial valuation date, the funded status of the OPEB
Plan and the actuarial value of OPEB Plan assets relative to the actuarial accrued liability for benefits was
as follows:

()

D) UAAL asa
Actuarial (A) (B) ©) Funded (E) Percentage of
Valuation Actuarial Actuarial Accrued Unfunded AAL Ratio Covered Covered Payroll
Date Asset Value Liability (AAL) (UAAL) (B)-(A) (A)/(B) Payroll (O)/(E)
1/1/2011 - $ 6,969,893 $ 6,969,893 - $10,129,442 68.8%
7/1/2013 - 9,667,845 9,667,845 - 9,840,272 98.2
1/1/2017 - 10,476,872 10,476,872 - 6,582,854 159.2

Because the City has used, and anticipates continuing to use the pay-as-you-go method to fund
the current cost of the OPEB Plan, there is no actuarial asset value, and the UAAL consists of all of the
expected future benefits payable under the OPEB Plan. The OPEB Plan is closed to new hires after July
1, 2010 or July 1, 2011, depending upon the category of employee, as described further above.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the types of benefits provided
under the OPEB Plan at the time of each valuation and on the pattern of sharing of benefit costs between
the employer and plan members to that point. The methods and assumptions used include techniques that
are designed to reduce short-term volatility in actuarial liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.

The OPEB Plan’s most recent actuarial valuation was performed as of January 1, 2017 (the “2017
OPEB Report”). In that valuation, the Entry Age Normal actuarial cost method and Level Dollar Amount
Amortization Method was used to determine OPEB Plan costs. The benefits are currently funded on a
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pay-as-you-go basis and there are currently no OPEB Plan assets. The actuarial assumptions included an
interest rate of 3.5% per annum, inflation rate of 2.30% per annum, and an annual healthcare cost trend
based on the Getzen Trend Model, which includes the estimated impact of any potential excise taxes on
high cost health plans (the “Cadillac Tax”), including its delayed effective date from 2018 to 2020 and
assumes a healthcare cost trend rate of 8.10% for calendar year 2017, gradually decreasing over time to
approximately 5.60% in calendar years 2031 through 2039. The City’s UAAL is being amortized as a
level percentage of payroll for 14 years on a closed basis, to reflect that the covered group is closed and
that a 20-year closed method was established for the Fiscal Year ending June 30, 2011.

By way of contrast, the actuarial valuation for the OPEB Plan was performed as of July 1, 2013
assumed a discount (interest) rate of 4.0% per annum, rate of compensation increase of 3.00% per annum,
and an annual healthcare cost trend of 5% increments annually. Moreover, the July 1, 2013 actuarial
valuation of the OPEB Plan amortized the UAAL as a level percentage of payroll for 30 years on an open
basis, with a remaining amortization period as of July 1, 2013 of 29 years.

A complete copy of the 2017 OPEB Report can be obtained from the City’s Finance Department.
See Note 4 to the City’s Fiscal Year 2016-17 audited financial statements set forth in Appendix A for
more information.

Employee Relations

The City has an existing Memorandum of Understanding with each of its five bargaining groups,
effective through the respective expiration dates, as follows: (i) Seaside City Employees’ Association,
expiring on June 30, 2019; (ii) Seaside Police Officers’ Association, expiring on December 31, 2019; (iii)
Seaside Firefighters’ Association, expiring on June 30, 2020; (iv) Seaside Management and Supervisory
Employees’ Association, December 31, 2018; and (v) Seaside Public Safety Manager’s Association,
expiring on June 30, 2020. No contracts are currently under negotiation. However, negotiations are
expected to commence in or about October 2018 with respect to the Memorandum of Understanding
expiring on December 31, 2018 with the Seaside Management and Supervisory Employees’ Association.

The City’s Fiscal Year 2018-19 adopted budget includes slightly increased personnel
expenditures due to implementation of the Memoranda of Understanding, increases in retirement and
medical rates and the addition of two new positions, as discussed above in “CITY FINANCIAL
INFORMATION — Budgetary Process; General Fund Budget” herein. The City does not expect the
implementation of the existing labor contracts to adversely impact City finances.

Risk Management

The City is a member of the California Joint Powers Insurance Authority (the “Insurance
Authority”). The Authority is composed of 119 California public entities and is organized under a joint
powers agreement pursuant to California Government Code §6500 et seq. The purpose of the Insurance
Authority is to arrange and administer programs for the pooling of self-insured losses, to purchase excess
insurance or reinsurance, and to arrange for group-purchased insurance for property and other coverages.
The Insurance Authority’s pool began covering claims of its members in 1978. Each member
government has an elected official as its representative on the Insurance Authority’s Board of Directors.
The Board operates through a nine-member Executive Committee.

In the liability program, claims are pooled separately between police and nonpolice exposures.
The payroll of each member is evaluated relative to the payroll of other members. A variable credibility
factor is determined for each member, which establishes the weight applied to payroll and the weight
applied to losses within the formula. Losses are managed through layers based on amount per occurrence,
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and for higher losses per occurrence, include reinsurance agreements and excess insurance policies. The
coverage limit for each member including all layers of coverage is $50 million per occurrence.

In the workers’ compensation program, claims are pooled separately between public safety
(police and fire) and nonpublic safety exposures. The payroll of each member is evaluated relative to the
payroll of other members. A variable credibility factor is determined for each member, which establishes
the weight applied to payroll and the weight applied to losses within the formula. Losses are managed
through layers based on amount per occurrence, and for higher losses per occurrence, include a
reinsurance policy. Protection is provided per statutory liability under California Workers’ Compensation
Law.

Other insurance policies purchased by the City include the following: (i) pollution legal liability
insurance (formerly called environmental insurance), which is available through the Insurance Authority
and covers sudden and gradual pollution of scheduled property, streets, and storm drains owned by the
City; (i1) all-risk property protection insurance, a program of the Insurance Authority, which is
underwritten by several insurance companies; (iii) earthquake and flood insurance protection insurance
with respect to a portion of the City’s property (including all of the Property subject to the Lease
Agreement; see “THE PROPERTY” herein), through the property protection insurance program of the
Insurance Authority; and (iv) crime insurance coverage and fidelity coverage provided through the
Insurance Authority. The City further protects against liability damages by requiring tenant users of
certain property to purchase low-cost tenant user liability insurance for certain activities on agency
property; such insurance is paid by the tenant user to the City, which in turns pays the premium to the
Insurance Authority.

See Note 4 to the City’s Fiscal Year 2016-17 audited financial statements set forth in Appendix A
for more information regarding the City’s insurance coverage.

THE AUTHORITY

The Authority was established pursuant to the provisions of the Joint Exercise of Powers Act of
the State of California, constituting Articles 1 through 4 (commencing with Section 6500), Chapter 5,
Division 7, Title 1 of the Government Code of the State of California (the “Law”), and a Joint Exercise of
Powers Agreement, dated as of April 1, 1988, as amended by that certain Amendment No. 1, dated as of
May 4, 2006, each by and between the City and the Former Redevelopment Agency, and as further
amended by that certain Amendment No. 2, dated as of July 1, 2018, by and among the City, the
Successor Agency, as the successor to the Former Redevelopment Agency by operation of law, and the
Parking Authority of the City of Seaside (the “Parking Authority”). Pursuant to Amendment No. 2, the
Parking Authority was added to the Authority as a member and the Successor Agency withdrew from the
Authority. The governing Board of the Authority is comprised of all of the individuals who currently are
members of the City Council of the City. The Authority is qualified to assist in the financing of certain
public improvements and to issue the Bonds under the Law. The Authority has no taxing power. The
Authority and the City are each separate and distinct legal entities, and the debts and obligations of each
such entity are not debts or obligations of the other entity.

BONDOWNERS’ RISKS

Investment in the Bonds involves elements of risk. The following section describes certain
specific risk factors affecting the payment and security of the Bonds. The following discussion of risks is
not meant to be an exhaustive list of the risks associated with the purchase of the Bonds and the order of
discussion of such risks does not necessarily reflect the relative importance of the various risks. Potential
investors are advised to consider the following factors along with all other information in this Official
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Statement in evaluating the Bonds. There can be no assurance that other risk factors not discussed under
this caption will not become material in the future.

Limited Obligations with Respect to Bonds

The Bonds will be limited obligations of the Authority payable solely from and secured by a
pledge of the Trust Estate and certain funds and accounts held under the Trust Agreement. The Trust
Estate consists primarily of Lease Payments payable by the City under the Lease Agreement and amounts
on deposit from time to time in the funds and accounts held by the Trustee. If for any of the reasons
described in this Official Statement, or for any other reason, the Lease Payments collected under the
Lease Agreement are not sufficient to pay debt service on the Outstanding Bonds under the Trust
Agreement, the Authority will not be obligated to utilize any other of its funds, other than certain amounts
on deposit in the funds and accounts established under the Trust Agreement, to pay debt service on the
Bonds.

The Authority has no taxing power. The obligation of the City to make Lease Payments under
the Lease Agreement will not constitute an obligation of the City for which the City has levied or pledged
any form of taxation or the City will be obligated to levy or pledge any form of taxation. Neither the
Bonds nor the obligation of the City to make Lease Payments under the Lease Agreement will constitute
an indebtedness of the City, the State or any of its political subdivisions in violation of any constitutional
or statutory debt limitations.

Abatement

Pursuant to the Lease Agreement, the obligation of the City to pay Lease Payments will be abated
during any period in which, by reason of any damage, destruction or condemnation, there is substantial
interference with the use and occupancy of the Property or any portion thereof by the City. Such
abatement will continue until the restoration of the Property to tenantable condition. See “THE LEASE
AGREEMENT - Abatement” and “— Insurance.” The City will be required under the Lease Agreement
to obtain and maintain in effect rental interruption insurance insuring against any loss of Lease Payments
for a period of two Fiscal Years from the date of damage or destruction of the Property. Under the Lease
Agreement, the City will waive any right to terminate the Lease Agreement by virtue of an abatement
event. Notwithstanding the provisions of the Lease Agreement specifying the extent of abatement in the
event of the City’s failure to have use and possession of the Property, such provisions may be superseded
by operation of law. In the event that the Property, if damaged or destroyed by an insured casualty, could
not be replaced during the period of time that proceeds of the City’s rental interruption insurance will be
available in lieu of Lease Payments, or in the event that casualty insurance proceeds or condemnation
proceeds are insufficient to provide for complete repair or replacement of the Property or a redemption of
the Bonds and Additional Bonds, if any, in whole (see “THE BONDS — Redemption — Extraordinary
Redemption From Insurance or Condemnation Proceeds™), a default on the Bonds may occur.

Risk of Uninsured Loss

The City will covenant under the Lease Agreement to maintain certain insurance policies on the
Property. These insurance policies do not cover all types of risk. The Lease Agreement does not require
the City to maintain earthquake insurance on the Property. The Property could be damaged or destroyed
due to a casualty for which the Property is uninsured. Additionally, the Property could be the subject of
an eminent domain proceeding. Under these circumstances an abatement of Lease Payments could occur
and could continue indefinitely. There can be no assurance that the providers of the City’s liability and
rental interruption insurance will in all events be able or willing to make payments under the respective
policies for such loss should a claim be made under such policies. There can be no assurances that
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amounts received as proceeds from insurance or from condemnation of the Property will be sufficient to
redeem the Bonds and Additional Bonds, if any.

Limited Recourse on Lease Default; No Right of Acceleration

If an event of default occurs and is continuing under the Lease Agreement, there will be no
remedy of acceleration of any Lease Payment which has not come due. The remedies provided for in the
Lease Agreement include, in addition to all other remedies provided at law, re-letting the Property
without effecting a surrender of this Lease Agreement, at such rent, upon such lawful conditions and for
such term, and to do all other acts to maintain or preserve the Property, including the removal of persons
or property therefrom or taking possession thereof, as the Authority, or its assignee, deems desirable or
necessary. No action taken by the Authority or the Trustee under the Lease Agreement shall be deemed to
terminate the Property Lease or the Lease Agreement, and the City will remain liable for the performance
of all conditions therein contained and continue to remain liable for any deficiency in Lease Payments and
Additional Payments that may arise out of such re-letting, payable only at the same time and in the same
manner as provided for Lease Payments and Additional Payments in the Lease Agreement. The Trustee
may be required to seek a separate judgment each year for that year’s defaulted Lease Payments. Any
such suit for money damages would be subject to limitations on legal remedies against cities in
California, including a limitation on enforcement of judgments against funds or property needed to serve
the public welfare and interest could prove both expensive and time-consuming.

The Lease Agreement will permit the Trustee, as the Authority’s assignee, to take possession of
and re-let the Property in the event of a default by the City under the Lease Agreement. To the extent that
the Property serves essential governmental purposes, a court may determine to not permit such remedy to
be exercised. Even if such remedy may be exercised, no assurance can be given that the Trustee could
readily re-let the Property for rents which are sufficient to enable it to pay debt service on the Bonds in
full when due.

Limitations on Remedies

Remedies available to the Owners may be limited by a variety of factors and may be inadequate
to assure the timely payment of principal of and interest on the Bonds or to preserve the tax-exempt status
of interest on the Bonds.

Enforceability of the rights and remedies of the owners of the Bonds, and the obligations incurred
by the Authority, may become subject to the federal bankruptcy code and applicable bankruptcy,
insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement of
creditor’s rights generally, now or hereafter in effect, equity principles which may limit the specific
enforcement under State law of certain remedies, the exercise by the United States of America of the
powers delegated to it by the Constitution, the reasonable and necessary exercise, in certain exceptional
situations, of the police powers inherent in the sovereignty of the State and its governmental bodies in the
interest of serving a significant and legitimate public purpose and the limitations on remedies against
governmental entities in the State.

Bond Counsel will limited its opinions as to the enforceability of the Bonds and the Trust
Agreement to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization,
fraudulent conveyance or transfer, moratorium, or other similar laws affecting generally the enforcement
of creditor’s rights, by equitable principles and by the exercise of judicial discretion. Additionally, the
Bonds will not be subject to acceleration in the event of the breach of any covenant or duty under the
Trust Agreement. The lack of availability of certain remedies or the limitation of remedies may entail
risks of delay in the exercise of, or limitations on or modifications to, the rights of the Owners.
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City General Fund

The Lease Payments and other payments due under the Lease Agreement (including payment of
costs of repair and maintenance of, and taxes and other governmental charges levied against, the
Property) will be payable from funds lawfully available to the City. A variety of national, state or
regional factors, which are beyond the control of the City could reduce the City’s General Fund revenues
or increase the City’s General Fund expenditures. The City is permitted to enter into other obligations
which constitute additional charges against its revenues without the consent of Owners of the Bonds. If
the amounts which the City is obligated to pay in a Fiscal Year exceed the City’s revenues for such year,
the City may choose to make some payments rather than making other payments, including Lease
Payments, based on the perceived needs of the City. The same result could occur if, because of
California Constitutional limits on expenditures, the City is not permitted to appropriate and spend all of
its available revenues or is required to expend available revenues to preserve the public health, safety and
welfare. See “STATE CONSTITUTION LIMITATIONS ON CITY REVENUES AND
APPROPRIATIONS.”

State Finances

The State’s financial condition and budget policies affect communities and local public agencies
throughout California. State budgets are affected by regional, national or even international economic
conditions and a multitude of other factors over which the City has no control. The City cannot give any
assurances regarding the financial conditions of the State during any period of time. Some of the State’s
budget solutions have caused in the past, and may cause in the future, increased financial stress to cities,
counties and other local governments by: (i) decreasing local revenues (for example, the property tax,
road improvement funding, public safety or other categorical funded initiatives), or (ii) increasing directly
or indirectly demand for local programs (such as public safety or indigent health programs). In recent
years, the State has faced significant financial and budgetary stress. AB X1 26 enacted in 2011, pursuant
to which all redevelopment agencies in the State were dissolved, was enacted during the fiscal year 2011-
12 budget process and was just one example where cities and counties throughout the State were
significantly impacted. Even though California has experienced significantly improved fiscal condition
during the past few fiscal years, the State is still facing continuing financial challenges and unfunded
long-term liabilities.

According to the State Constitution, the Governor is required to propose a budget to the State
Legislature by no later than January 10 of each year, and a final budget must be adopted by the vote of
each house of the Legislature no later than June 15, although this deadline has been frequently breached
in the past. Before fiscal year 2010-11, the State budget had to be adopted by a two-thirds vote of each
house of the State Legislature. However, in November 2010, the voters of the State passed Proposition
25, which reduced the vote required to adopt a budget to a majority vote of each house and which
provided that there would be no appropriation from the current budget or future budget to pay any salary
or reimbursement for travel or living expenses for members of the Legislature for the period during which
the budget was presented late to the Governor. The State budget becomes law upon the signature of the
Governor, who may veto specific items of expenditure.

Governor Brown signed the fiscal year 2018-19 budget for the State on June 27, 2018. The City
does not anticipate any material adverse effect on the City’s finances based on this proposed fiscal year
2018-19 State budget. However, the City can make no predictions regarding the changes, if any, that will
be made to proposed budget before it is finally adopted. The City also cannot predict what measures the
State will adopt to respond to any future financial difficulties. The City can provide no guarantees
regarding the outcome of future State budget negotiations, the actions that will be taken in the future by
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the State Legislature and Governor to deal with changing State revenues and expenditures, or the impact
that such budgets or actions will have on the City’s finances and operations.

Information about the State budget and State spending is available at various State-maintained
websites. Text of proposed and adopted budgets may be found at the website of the State Department of
Finance, www.dof.ca.gov. An analysis of the budget is posted by the Office of the Legislative Analyst at
www.lao.ca.gov. In addition, various official statements for State-issued bonds, many of which contain a
summary of the current and past State budgets may be found at the website of the State Treasurer,
www.treasurer.ca.gov. None of the websites referenced above are in any way incorporated into this
Official Statement. They are cited for informational purposes only. The City makes no representation
concerning, and does not take any responsibility for, the accuracy or timeliness of information posted on
such websites or the continued maintenance of such websites by the respective entities.

Natural Calamities

Seismic Factors. The City, like most regions in the State, is located in an area of seismic activity
and, therefore, could be subject to potentially destructive earthquakes. The Alquist-Priolo Earthquake
Fault Zone Act, passed in 1972 by the State of California, requires the State Geologist to establish
regulatory zones (known as Earthquake Fault Zones) around the surface traces of active faults and issue
appropriate maps to assist in the mitigation of the hazard of surface faulting to structures for human
occupancy. According to the Safety Element of the City’s General Plan, adopted August 5, 2004, the
regional faults that are in close proximity to the City include the San Andreas Fault and its eastern
branches, including the Monterey Bay Fault Zone and its onland extensions, the Chupines and Navy
Faults, the San Gregorio-Palo Colorado Fault Zone, the King City-Reliz-Rinconada Fault, and the
Zayante-Vergeles Fault. The Ord Terrace Fault and the Seaside Fault run through the City. All of these
faults are considered active or potentially active and scientists estimate that large earthquakes on the San
Andreas Fault occur approximately every 130 years.

Seismic activity poses two types of hazards: primary and secondary. Primary hazards include
ground rupture, ground shaking, ground displacement and subsidence and uplift from earth movement.
Primary hazards can induce secondary hazards including ground failure (lurch cracking, lateral spreading,
and slope failure), liquefaction, water waves (tsunamis and seiches), movement on nearby faults
(sympathetic fault movement), dam failure, and fires. Potential seismic hazards affecting the City include
ground shaking, ground rupture, and ground failure, including liquefaction and lateral spreading. Most of
the City is subject to moderately high ground shaking, although some areas are subject to higher potential.
The coastal beach areas have a very high ground-shaking potential. Seismologists believe that a major
earthquake, magnitude 7 or larger, is likely to occur somewhere in the San Francisco Bay area within the
next 30 years. Expected ground shaking for the Monterey Bay region either from a 7 or 8 magnitude
earthquake in the San Francisco or Monterey Bay areas would have significant implications for the City.
The City implements the most recent Building Codes and requires the review of potential seismic impacts
during the environmental review process.

Great earthquakes occurring around the Pacific Ocean can generate seismic sea waves, called
tsunamis, which can cause damage along the California coast. Much of the City lies approximately 2,000
feet inland from the coastline, which should provide sufficient distance and protection from tsunamis.
Additionally, water waves called seiches, generated by seismic ground-shaking, could occur in the City
due to the location of Roberts Lake and Laguna Grande within the City. In order to reduce the risks to
people and property from hazards related to seismic activity, the City requires investigation and
mitigation of potential seismic hazards during the review of development proposals or location of
proposed development away from such hazards.
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Risk of Floods. According to the Safety Element of the City’s General Plan, adopted August 5,
2004, the Monterey County Water Resources Agency (MCWRA) provides flood control services to the
City. The areas surrounding Roberts Lake and Laguna Grande are located within Zone “A” 100-year
flood plain, as defined by Federal Emergency Management Agency. The rest of the City, including the
Property, is located within a Zone “B,” therefore subject to inundation by a 100- to 500-year flood event.
Areas within Flood Zone “A” are generally not developable given their location within the drainage
corridors of the Roberts Lake or Laguna Grande Park. Areas that are planned for development within the
Zone “A,” will have to construct structures above the maximum flood elevation. The City strives to
protect the community from flooding hazards by providing and maintaining adequate flood control
facilities. Additionally, the City requires developers to provide flood control systems in new development
areas that mitigate potential on-site flooding hazards and also avoid increasing flood hazards elsewhere.

Erosion. The potential for soil erosion hazards is severe in the northern one-third of the City and
moderate in the southern two-thirds. Coastal erosion is primarily attributed to sea level rise, wave
patterns, and the coastal geography of Monterey Bay. The coastal erosion rate has accelerated in this
century from about 1.5 feet per year up to more than seven feet per year. This increase is due to sand
mining along the coast, sediment trapping in reservoirs in the Salinas River watershed, and loss of
vegetation in shoreline dunes. On July 13, 2017, the California Coastal Commission approved a
settlement agreement to close the Cemex Sand Mining operation in the nearby City of Marina by the end
of 2020. Once the closure is complete, the erosion rate is expected to be lessened.

Wildfires. The Safety Element of the City’s General Plan, adopted August 5, 2004, states that the
City is subject to both wildland fires and structural fires. The undeveloped areas in the northern and
eastern portions of the City are highly prone to wildland fires. These areas contain grassland with many
steeper areas with brushland and wooded slopes. The State of California Department of Forestry rates
these areas in Monterey County as extreme wildfires hazard areas based on slope characteristics, climate,
fuel loading, and water availability. These areas could create safety hazards for residents within the
community. The City is served by a single fire station located at Yosemite and Broadway. The
Department responds to fires, medical emergencies, rescues, and services calls under a 24-hour a day
operation. The Fire Department has a fire prevention program that, under the direction of the Fire
Marshal, conducts checks of plans for new construction and renovations of structures. Under the Uniform
Fire Code and Uniform Building Code, plans are reviewed by the City’s Planning Division, the Building
Inspection Division, the City’s Fire Department, and other applicable agencies prior to a building permit
being granted.

Insurance and Abatement Considerations. The occurrence of one or more natural disasters could
occur and could result in damage to improvements and property within the City of varying seriousness.
The damage may entail significant repair or replacement costs and that repair or replacement may never
occur either because of the cost, or because repair or replacement will not facilitate habitability or other
use, or because other considerations preclude such repair or replacement.

The casualty and liability insurance may not cover losses due to earthquake or flood damage.
Although the City presently maintains both earthquake insurance and flood insurance on the Property, the
City is not required to maintain earthquake or flood insurance under the Lease Agreement. Rental
interruption insurance will not cover interruption of Lease Payments due to an earthquake and may not
cover interruption of Lease Payments due to flood damage.

The occurrence of any natural calamity, including but not limited to an earthquake, uncontrolled
fire or a major flood, may result in the substantial interference with the use and occupancy of the
Property, which could result in Lease Payments being subject to abatement. Under such circumstances,
although the City maintains property insurance and rental interruption insurance and is required to
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continue to maintain such insurance under the Lease Agreement (see “THE LEASE AGREEMENT -
Abatement” and “— Insurance.”), no assurance can be given that the insurance or other resources would be
available to make repairs to the Property or to make Lease Payments under the Lease Agreement. For
more information, see the Safety Element of the City’s General Plan on file with the City Clerk or
available on the City’s website.

For more information see the Safety Element of the City’s General Plan on file with the City
Clerk or available on the City’s website. The City is in the process of updating its General Plan,
including the Safety Element, and a public draft General Plan (Seaside 2040) is available on the City’s
website for review and public comment. While still subject to further review, possible modification, and
final approval by the City Council of the City, the Safety Element of the public draft of General Plan
(Seaside 2040) notes that climate change is anticipated to amplify existing natural hazards, including
coastal flooding (a temporary condition caused by storms and high tides) and gradual sea level rise of
potentially 16 to 63 inches of sea level rise by calendar year 2099, caused by thermal expansion of the
oceans caused by ocean warming and loss of land-based ice due to increased melting of glaciers and ice
sheets. The elevation of the City is generally cited as 33 feet; according to maps of the United States
Geological Survey, the elevation of land within the City ranges from 0 to 541 feet.

Hazardous Substances

An environmental condition that may result in the reduction in the assessed value of property, and
therefore property tax revenues supporting the City’s General Fund, would be the discovery of a
hazardous substance that would limit the beneficial use of a significant amount of taxable property within
the City. In general, the owners and operators of a property may be required by law to remedy conditions
of the property relating to releases or threatened releases of hazardous substances. The owner or operator
may be required to remedy a hazardous substance condition of property whether or not the owner or
operator has anything to do with creating or handling the hazardous substance. If this situation were to
occur with respect to property not yet identified as contaminated, the costs of remedying such property
could reduce the marketability and taxable value of the property.

The City has unique hazards associated with the former use of northern and eastern portions of
the City as a U.S. Army base. Such areas contain unexploded ordnance and hazardous materials
associated with these past military activities. Ford Ord was added to the “Superfund” National Priorities
List of Hazardous Waste Sites on February 21, 1990. The City cooperates with the federal government to
obtain Superfund monies and implement Superfund clean-up activities to eliminate the environmental
hazards associated with past military activities. While most of former Fort Ord is not part of the Fort Ord
National Monument, much of the are located in the City has been or will be converted from military to
civilian land uses. In 2007, a remediation program was created to provide coordinated access for bikers,
hikers, runners, and equestrians to the new Fort Ord National Monument.

For more information see the Safety Element of the City’s General Plan on file with the City
Clerk or available on the City’s website. The City is in the process of updating its General Plan,
including the Safety Element, and a public draft General Plan (Seaside 2040) is available on the City’s
website for review and public comment. While still subject to further review, possible modification, and
final approval by the City Council of the City, the Safety Element of the public draft of General Plan
(Seaside 2040) identifies a number of hazardous waste sites located largely in the southwestern part of the
City, as well as underground storage tanks located in the northeastern part of the City. Of these hazardous
waste sites in the City, the draft General Plan (Seaside 2040) indicates that there is one Federal Superfund
site, located on former Fort Ord lands, and two state response sites that have land use restrictions.
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Development Risks

Real estate development projects are subject to risks of delay or non-development, including but
not limited to (i) adverse changes in the general economic condition of the region or local market
conditions, such as changes in the market value of real property in the vicinity of proposed development,
the supply of or demand for competitive properties in such area, and the market value of the properties in
the event of sale or foreclosure; (ii) changes in real estate tax rates and other operating expenses or
governmental fiscal policies; (iii) governmental policies, rules or regulations, or voter-initiated growth
control initiatives (including, without limitation, zoning laws, laws relating to threatened and endangered
species, and water conservation laws or regulations); (iii) natural disasters (including, without limitation,
earthquakes and floods) or the discovery of hazardous substances, which may result in uninsured losses;
and (iv) litigation seeking to preclude or modify the development project. The City cannot provide any
assurances that future events such as a downturn in the economy or the real estate market, events such as
earthquakes, droughts, or floods, stricter land use regulations, threatened or endangered species or other
events will not adversely affect the timing, scope, or completion of any proposed developments described
herein. See also “— Natural Calamities” and “— Hazardous Substances” above.

As described under the caption “THE CITY — General,” the Monterey Peninsula on which the
City is located is famed for its scenic beauty and a year-round tourist attraction, while the Salinas Valley,
located in the eastern portion of the County, is a rich agricultural center and one of the nation’s major
vegetable producing areas. This combination of real property characteristics and land uses subjects
properties and proposed developments in the County in general, including but not limited to the City, to
risks of litigation from conservationist groups and agricultural proponents, among others. As a
conservative measure, the City has not included any projected property tax, sales tax, transient occupancy
tax, or other revenues from any potential real estate developments in its adopted Fiscal Year 2018-19
budget or projections of General Fund revenues.

Bankruptcy

The rights and remedies provided in the Trust Agreement and the Lease Agreement may be
limited by and are subject to the provisions of federal bankruptcy laws and to other laws or equitable
principles that may affect the enforcement of creditors’ rights. The City and the Authority are
governmental units and therefore cannot be the subject of an involuntary case under the United States
Bankruptcy Code (the “Bankruptcy Code”). However, the City and the Authority may seek voluntary
protection from its creditors pursuant to Chapter 9 of the Bankruptcy Code for purposes of adjusting its
debts. The City or the Authority, upon become a debtor under the Bankruptcy Code, would be entitled to
all of the protective provisions of the Bankruptcy Code as applicable in a Chapter 9 case. The ability of
the Trustee or the Owners of the Bonds to recover any claim in such case, as well as the timing and
amount relating such recovery, will be subject to the uncertainty presented by the bankruptcy
proceedings. Among the adverse effects of such a bankruptcy might be: (i) the application of the
automatic stay provisions of the Bankruptcy Code, which, until relief is granted, would prevent collection
of payments from the affected entity, or the commencement of any judicial or other action for the purpose
of recovering or collecting a claim against the affected entity, or otherwise enforcing the obligations of
the affected entity, and could prevent the Trustee from making payments from funds in its possession; (ii)
the avoidance of preferential transfers occurring during the relevant period prior to the filing of a
bankruptcy petition; (iii) the existence of unsecured or secured debt which may have a priority of payment
superior to that of the Owners of the Bonds; and (iv) the possibility of the adoption of a plan (a “Plan”)
for the adjustment of the affected entity’s various obligations without the consent of the Trustee or all of
the Owners of the Bonds, which Plan may restructure, delay, compromise or reduce the amount of any
claim of the Owners of the Bonds if the Bankruptcy Court finds that the Plan is fair and equitable and in
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the best interest of creditors. Neither the City nor the Authority is currently considering any filing for
protection under the Bankruptcy Code.

Investment of Funds

The funds held under the Trust Agreement are required to be invested in Investment Securities as
provided under the Trust Agreement, respectively. See “APPENDIX C — SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS.” All investments, including Investment Securities, authorized by law from time
to time for investments by the Authority contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of return than expected, decline in market value and loss or delayed receipt of
principal. The occurrence of these events with respect to amounts held under the Trust Agreement could
have a material adverse effect on the security for the Bonds.

Future Initiative and Legislation

As discussed herein under “STATE CONSTITUTION LIMITATIONS ON CITY REVENUES
AND APPROPRIATIONS,” the California’s Constitutional initiative process has resulted in the adoption
of measures which pose certain limits on the ability of cities and local agencies to generate revenues,
through property taxes or otherwise. From time to time, other initiative measures could be adopted,
affecting the City’s ability to generate revenues and to increase appropriations. No assurances can be
given as to the potential impact of any future initiative or legislation on the finances and operations of the
City.

Loss of Tax Exemption for the Bonds

Compliance by Authority and City. In order to maintain the exclusion of interest on the Bonds
from gross income for federal income tax purposes, the Authority and the City have covenanted to
comply with the applicable requirements of Section 148 and certain other sections of the Internal Revenue
Code of 1986, as amended, relative to arbitrage and avoidance of characterization as hedge bonds or
private activity bonds, among other things. Interest on the Bonds could become includable in gross
income for purposes of federal income taxation retroactive to the date of issuance of the Bonds as a result
of acts or omissions of the Authority and the City in violation of these covenants. See “TAX
MATTERS.”

Future Legislation or Court Decisions. Legislation affecting the tax exemption of interest on the
Bonds may be considered by the United States Congress and the State legislature. Federal and state court
proceedings and the outcome of such proceedings could also affect the tax exemption of interest on the
Bonds. No assurance can be given that legislation enacted or proposed, or actions by a court, after the
date of issuance of the Bonds will not have an adverse effect on the tax exemption of interest on the
Bonds or the market value of the Bonds.

IRS Audit of Tax-Exempt Bonds. The Internal Revenue Service has initiated an expanded
program for the auditing of tax-exempt bond issues, including both random and targeted audits. It is
possible that the Bonds will be selected for audit by the Internal Revenue Service. It is possible that the
market value of the Bonds might be affected as a result of such an audit of the Bonds or by an audit of
similar bonds.

Secondary Market

There can be no assurance that there will be a secondary market for the Bonds, or if a secondary
market exists, that such Bonds can be sold for any particular price. Occasionally, because of general
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market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in connection with a particular issue are suspended or terminated.
Additionally, pricing of issues for which a market is being made will depend upon then prevailing
circumstances. Such prices could substantially differ from the original purchase price.

STATE CONSTITUTIONAL LIMITATIONS ON CITY REVENUES AND APPROPRIATIONS
State Initiative Measures Generally

Under the California Constitution, the power of initiative is reserved to the voters for the purpose
of enacting statutes and constitutional amendments. Voters have exercised this power through the
adoption of Proposition 13 (“Article XIIIA”) and similar measures, some of which are discussed below.
Any such initiative may affect the collection of fees, taxes and other types of revenue by local agencies
such as the City. Subject to overriding federal constitutional principles, such collection may be materially
and adversely affected by voter-approved initiatives, possibly to the extent of creating cash-flow problems
in the payment of outstanding obligations such as the Lease Agreement.

Property Tax Limitations - Article XIITA

California voters, on June 6, 1978, approved an amendment (commonly referred to as
“Proposition 13” or the “Jarvis-Gann Initiative”) to the California Constitution. This amendment, which
added Article XIIIA to the California Constitution, among other things, affects the valuation of real
property for the purpose of taxation in that it defines the full cash value of property to mean “the county
assessor’s valuation of real property as shown on the 1975-76 tax bill under full cash value, or thereafter,
the appraised value of real property when purchased, newly constructed, or a change in ownership has
occurred after the 1975 assessment.” The full cash value may be adjusted annually to reflect inflation at a
rate not to exceed two percent per year, or any reduction in the consumer price index or comparable local
data, or any reduction in the event of declining property value caused by damage, destruction or other
factors.

Article XIIIA further limits the amount of any ad valorem tax on real property to one percent of
the full cash value except that additional taxes may be levied to pay debt service on indebtedness
approved by the voters prior to July 1, 1978. In addition, an amendment to Article XIII was adopted in
August 1986 by initiative that exempts from the one percent limitation any bonded indebtedness approved
by two-thirds of the votes cast by voters for the acquisition or improvement of real property. On
December 22, 1978, the California Supreme Court upheld the amendment over challenges on several state
and federal constitutional grounds (Amador Valley Joint Union School District v. State Board of
Equalization).

In the general election held on November 4, 1986, voters of the State of California approved two
measures, Propositions 58 and 60, which further amended Article XIIIA. Proposition 58 amended Article
XIIIA to provide that the terms “purchased” and “change of ownership,” for purposes of determining full
cash value of property under Article XIIIA, do not include the purchase or transfer of (1) real property
between spouses and (2) the principal residence and the first $1,000,000 of other property between
parents and children. Proposition 60 amended Article XIIIA to permit the Legislature to allow persons
over age 55 who sell their residence to buy or build another of equal or lesser value within two years in
the same county, to transfer the old residence’s assessed value to the new residence. Pursuant to
Proposition 60, the Legislature has enacted legislation permitting counties to implement the provisions of
Proposition 60.
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Article XIIIA has subsequently been amended to permit reduction of the “full cash value” base in
the event of declining property values caused by damage, destruction or other factors, to provide that
there would be no increase in the “full cash value” base in the event of reconstruction of property
damaged or destroyed in a disaster and in certain other minor or technical ways.

Article XIITA Implementing Legislation

Legislation has been enacted and amended a number of times since 1978 to implement Article
XIIA. Under current law, local agencies are no longer permitted to levy directly any property tax (except
to pay voter-approved indebtedness). The one percent property tax is automatically levied by the county
and distributed according to a formula among taxing agencies. The formula apportions the tax roughly in
proportion to the relative shares of taxes levied prior to 1978.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or from the two percent annual adjustment are allocated among the various
jurisdictions in the “taxing area” based on their respective “situs.” Any such allocation made to a local
agency continues as part of its allocation in future years.

Since the 1981-82 fiscal year, legislation enacted by the Legislature to implement Article XIIIA
provides that all taxable property is shown at full assessed value as described above and under the caption
“— Property Tax Limitations, Article XIIIA.” In conformity with this procedure, all taxable property
value included in this Official Statement is shown at 100% of assessed value and all general tax rates
reflect the $1 per $100 of taxable value (except as noted). Tax rates for voter-approved bonded
indebtedness and pension liabilities, if any, are also applied to 100% of assessed value.

Challenges to Article XIITA

California trial and appellate courts have upheld the constitutionality of Article XIIIA’s
assessment rules in three significant cases. The United States Supreme Court, in an appeal to one of these
cases, upheld the constitutionality of Article XIIIA’s tax assessment system. The City cannot predict
whether there will be any future challenges to California’s present system of property tax assessment and
cannot evaluate the ultimate effect on the City’s receipt of property tax revenues should a future decision
hold unconstitutional the method of assessing property.

Appropriations Limitations - Article XIIIB

On November 6, 1979, California voters approved Proposition 4, the so-called Gann Initiative,
which added Article XIIIB to the California Constitution. Article XIIIB limits the annual appropriations
of the State and any city, county, school district, authority or other political subdivision of the State to the
level of appropriations for the prior fiscal year, as adjusted annually for changes in the cost of living,
population and services rendered by the government entity. The “base year” for establishing such
appropriations limit is the 1978-79 fiscal year, and the limit is to be adjusted annually to reflect changes
in population, consumer prices and certain increases in the cost of services provided by these public
agencies. Revenues received in excess of the appropriations limit must be returned by a revision of tax
rates or fee schedules within the next two subsequent fiscal years.

Appropriations subject to Article XIIIB include generally any authorization to expend during the
fiscal year the “proceeds of taxes” levied by the State or other entity of local government, exclusive of
certain State subventions, refunds of taxes, benefit payments from retirement, unemployment insurance
and disability insurance funds. Appropriations subject to limitation pursuant to Article XIIIB do not
include debt service on indebtedness existing or legally authorized as of January 1, 1979, on bonded

-81-
12425-0020\2204422v5.doc Packet Page 183



indebtedness thereafter approved according to law by a vote of the electors of the issuing entity voting in
an election for such purpose, appropriations required to comply with mandates of courts or the Federal
government, appropriations for qualified outlay projects, and appropriations by the State of revenues
derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 1990 levels.
“Proceeds of taxes” include, but are not limited to, all tax revenues and the proceeds to any entity of
government from (i) regulatory licenses, user charges, and user fees to the extent such proceeds exceed
the cost of providing the service or regulation, (ii) the investment of tax revenues and (iii) certain State
subventions received by local governments.

Section 7910 of the Government Code requires the City to adopt a formal appropriations limit for
each fiscal year. The City’s appropriations limit for Fiscal Year 2018-19 is $32,821,627. The dollar
amount of the City’s budgeted appropriations subject to the limit for Fiscal Year 2018-19 is
approximately $25.73 million, comprising of an approximate 78.4 percent of the City’s Fiscal Year 2018-
19 appropriation limit.

Propositions 218 and 26 - Article XIIIC and Article XIIID

On November 5, 1996, California voters approved Proposition 218, “the Right to Vote on Taxes
Act.” Proposition 218 added Articles XIIIC and XIIID to the California Constitution, providing certain
vote requirements and other limitations on the imposition of new or increased taxes, assessments, and
property-related fees and charges.

Provisions of Article XIIIC (i) require taxes for general governmental purposes to be submitted to
the electorate and approved by a majority vote, and taxes for specific purposes, even if deposited into the
General Fund, to be submitted to the electorate and approved by two-thirds vote, (ii) require any general
purpose tax which the City imposed, extended or increased, without voter approval, after December 31,
1994, to be submitted to the electorate and approved by majority vote on November 5, 1998 and (iii)
provide that all taxes, assessments, fees and charges to reduction or repeal at any time through the
initiative process, subject to overriding constitutional principles relating to the impairment of contracts.
Provisions of Article XIIID that affect the ability of the City to fund certain services or programs that it
may be required or choose to fund include (ii) adding notice, hearing, protest and, in some cases, voter
approval requirements to impose, increase or extend certain assessments, fees and charges and (ii) adding
stricter requirements for finding individualized benefits associated with such levies.

On November 2, 2010, California voters approved Proposition 26, the “Supermajority Vote to
Pass New Taxes and Fees Act.” Relevant to local governments, Proposition 26 amended Article XIIIC of
the California Constitution by adding an expansive definition for the term “tax,” which previously was
not defined under the California Constitution. As a result, Proposition 26 requires a local government to
obtain two-thirds voter approval for many fees, charges and levies that a local government was previously
authorized to adopt by a majority vote of its legislative body. Specifically, Proposition 26 defines a “tax”
as any levy, charge, or exaction of any kind imposed by a local government except those enumerated in
seven specified exceptions, as follows:

(1) A charge imposed for a specific benefit conferred or privilege granted directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable
costs to the local government of conferring the benefit or granting the privilege.

2) A charge imposed for a specific government service or product provided directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable
costs to the local government of providing the service or product.

-82-
12425-0020\2204422v5.doc Packet Page 184



3) A charge imposed for the reasonable regulatory costs to a local government for issuing
licenses and permits, performing investigations, inspections, and audits, enforcing
agricultural marketing orders, and the administrative enforcement and adjudication
thereof.

4) A charge imposed for entrance to or use of local government property, or the purchase,
rental, or lease of local government property.

(5) A fine, penalty, or other monetary charge imposed by the judicial branch of government
or a local government, as a result of a violation of law.

(6) A charge imposed as a condition of property development.
(7 Assessments and property-related fees imposed in accordance with the provisions of
Article XIII D.

In the event that charges included in the definition of a “tax” in Article XIIIC cannot be
appropriately increased, the City may have to choose whether to reduce or eliminate the service financed
by such taxes or finance such service from its General Fund. Further, no assurance can be given that the
City mayor will be able to reduce or eliminate such services in the event the fees and charges that
presently finance them are reduced or repealed.

The foregoing discussion of Propositions 218 and 26 should not be considered an exhaustive or
authoritative treatment of the provisions of Propositions 218 and 26 or the possible effects of Propositions
218 and 26. Interim rulings, final decisions, legislative proposals and legislative enactments affecting
Propositions 218 and 26 may impact the City’s ability to make Lease Payments and Additional Rental
Payments. The City does not expect to be in a position to control the consideration or disposition of these
issues and cannot predict the timing or outcome of any judicial or legislative activity related to these
issues. The City does not believe any of the fees or charges constituting City General Fund revenues,
including without limitation the transient occupancy tax and the utility users tax, are imposed in violation
of Propositions 218 or 26.

Proposition 62

On November 4, 1986, California voters adopted Proposition 62, which requires that (i) any local
tax for general governmental purposes (a “general tax”’) must be submitted to the electorate and approved
by a majority vote; (ii) any local tax for specific purposes (a “special tax”) must be submitted to the
electorate and approved by a two-thirds vote; (iii) any general tax must be proposed for a vote by two-
thirds of the legislative body; and (iv) proceeds of any tax imposed in violation of the vote requirements
must be deducted from the local agency’s property tax allocation.

Most of the provisions of Proposition 62 were affirmed by the 1995 California Supreme Court
decision in Santa Clara County Local Transportation Authority v. Guardino, which invalidated a special
sales tax for transportation purposes because fewer than two-thirds of the voters voting on the measure
had approved the tax. The City does not believe any of the taxes constituting City revenues are levied in
violation of Proposition 62.

Proposition 1A

Proposition 1A (“Proposition 1A”), proposed by the State Legislature in connection with the State
Budget Act for fiscal year 2004-05 and approved by the voters in November 2004, restricts State
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authority to reduce major local tax revenues such as the tax shifts permitted to take place in fiscal years
2004-05 and 2005-06. Proposition 1A provides that the State may not reduce any local sales tax rate,
limit existing local government authority to levy a sales tax rate or change the allocation of local sales tax
revenues, subject to certain exceptions. Proposition 1A generally prohibits the State from shifting to
schools or community colleges any share of property tax revenues allocated to local governments for any
fiscal year, as set forth under the laws in effect as of November 3, 2004. Any change in the allocation of
property tax revenues among local governments within a City must be approved by two-thirds of both
houses of the State Legislature.

Proposition 1A provides, however, that beginning in fiscal year 2008-09, the State may shift to
schools and community colleges up to eight percent of local government property tax revenues, which
amount must be repaid, with interest, within three years, if the Governor proclaims that the shift is needed
due to a severe state financial hardship, the shift is approved by two-thirds of both houses and certain
other conditions are met. Such a shift may not occur more than twice in any 10-year period. The State
may also approve voluntary exchanges of local sales tax and property tax revenues among local
governments within a county.

Proposition 1A also provides that if the State reduces the vehicle license fee rate below 0.65
percent of vehicle value, the State must provide local governments with equal replacement revenues.
Further, Proposition 1A requires the State to suspend State mandates affecting cities, counties and special
districts, excepting mandates relating to employee rights, schools or community colleges, in any year that
the State does not fully reimburse local governments for their costs to comply with such mandates.

Future Initiatives

From time to time other initiative measures could be adopted, affecting the ability of the City to
increase revenues and appropriations.

LITIGATION MATTERS

To the Authority’s and the City’s knowledge, there is no litigation pending or threatened to
restrain or enjoin the issuance, execution or delivery of the Bonds, to contest the validity of the Bonds, the
Trust Agreement, the Property Lease, the Lease Agreement or any proceedings of the City or the
Authority with respect thereto. To the knowledge of the Authority and its counsel, there is no lawsuit or
claim pending against the Authority which will materially impair the Authority’s ability to enter into the
Trust Agreement or restrain or enjoin the collection of Lease Payments as contemplated therein. To the
knowledge of the City and the City Attorney, there is no lawsuit or claim pending against the City which
will materially impair the City’s ability to enter into the Lease Agreement or restrain or enjoin the
payment of Lease Payments.

Disallowed 2008 Promissory Note. In 2008, the City, the Former Redevelopment Agency, the
United States of America, acting through the Secretary of the Army, the California Department of Parks
and Recreation (“State Parks”), and the Central California Council of American Youth Hostels negotiated
and entered into a transaction exchanging various real estate interests. In connection with that
transaction, a Promissory Note in favor of State Parks in the principal amount of $3.4 million was
executed by the City after joint approval of the transaction by the City Council and the Former
Redevelopment Agency, with the intent that the Former Redevelopment Agency would make the
payments on the note from its low- and moderate-income housing tax increment funds due to the
additional affordable housing secured by the City and the Former Redevelopment Agency in connection
with the real estate interest exchange transaction. The Promissory Note provides for payment of the
principal amount over ten years in annual installments, together with 5% simple interest, with the first
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year’s payment in the amount of $440,315.55 payable upon the closing of the 2008 transaction, followed
by nine annual payments of $440,315.55 each on June 1 each year commencing 2009. The Former
Redevelopment Agency and the Successor Agency timely made five scheduled annual payments to State
Parks on the Promissory Note, but in November 2013, the California Department of Finance disallowed
any further payments by the Successor Agency on the Promissory Note. Under the Redevelopment
Dissolution Act (Parts 1.8 and 1.85 of Division 24 of the California Health and Safety Code), all
payments to be made by the Successor Agency must be approved by the California Department of
Finance pursuant to a prescribed process in order to receive funding or be paid. Accordingly, no
payments have been made to State Parks under the Promissory Note subsequent to June 1, 2013; the
aggregate amount of the four remaining payments disallowed by the California Department of Finance
totals $1,761,262.20. The City does not believe that it has any responsibility for payment under the
Promissory Note. Although State Parks has not initiated any litigation against the City or the Successor
Agency, State Parks is seeking a means for payment and presently is in discussions with the City for a
lawful resolution of the dispute.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Agreement, the City has undertaken for the benefit of
holders and beneficial owners of the Bonds to provide certain financial information relating to the City
and other data by not later nine months after the end of the City’s Fiscal Year (which Fiscal Year
currently commences on July 1 and ends on June 30 of each year) (the “Annual Report”), commencing
March 31, 2019 Fiscal Year with the report for the 2017-18 Fiscal Year, and to provide notices of the
occurrence of certain enumerated events. The Annual Report, and any notice of material event will be
filed by the City or Urban Futures, Inc. (the “Dissemination Agent”), as the Dissemination Agent on
behalf of the City, with the Municipal Securities Rulemaking Board, through its Electronic Municipal
Market Access System (referred to as “EMMA”), at www.emma.msrb.org. The specific nature of the
information to be contained in the Annual Report or the notices of material events is set forth in
“APPENDIX E — FORM OF CONTINUING DISCLOSURE AGREEMENT.” This undertaking has
been made in order to assist the Underwriter in complying with Rule 15c¢2-12(b)(5) (the “Rule”)
promulgated by the Securities and Exchange Commission under the Securities and Exchange Act of 1934,
as amended.

Five-Year Continuing Disclosure History

The City has previously entered into continuing disclosure agreements with respect to two issues
of bonds that have been outstanding within the past five years (the “Prior City Continuing Disclosure
Agreements”). The Successor Agency, for which City staff provides administrative services, has
previously entered into continuing disclosure agreements with respect to three tax allocation bond issues
that have been outstanding within the past five years (the “Prior SA Continuing Disclosure Agreements,”
and collectively with the Prior City Continuing Disclosure Agreements, the “Prior Continuing Disclosure
Agreements.”) Except for one Prior SA Continuing Disclosure Agreement for which only annual
financial statements were required, the annual reports required under each of the Prior Continuing
Disclosure Agreements consist of two components: (i) updates as to certain information presented in the
official statements with respect to the respective bond issue (the “Updated Operating and Financial
Data”), and (ii) annual financial statements.

Pursuant to the Prior Continuing Disclosure Agreements, the City and the Successor Agency have
timely filed the portion of the annual reports comprised of the Updated Operating and Financial Data for
each of the last five years, with two minor exceptions. Updated Operating and Financial Data due on
March 31, 2014 and March 31, 2015 were filed 5 days late and 6 days late, respectively. No issues
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relating to incomplete Updated Operating and Financial Data were identified in a five-year continuing
disclosure review performed by a third party engaged by the Underwriter.

As to the portion of the annual reports consisting of annual financial statements, the City and the
Successor Agency have timely filed the annual financial statements in recent years, but with respect to the
annual financial statements due on December 27, 2013 and December 27, 2014, the financial statements
were filed 63 days late and 2 days late, respectively, even though the audited financial statements were
completed several days prior to each such filing deadline.

The late filings were due in large part to lapses and coordination issues at the Dissemination
Agent and the predecessor dissemination agent for the City and the Successor Agency. Since the late
filings due in December 2013 through March 2015, the Dissemination Agent has instituted new
procedures and changes in its operational practices to be more proactive with clients in preparing and
obtaining the various items required for continuing disclosure, including financial statements. These
changes from the prior dissemination agent and at the City’s current Dissemination Agent have resulted in
the timely filings for the most recent years.

A failure by the City to comply with the provisions of the Continuing Disclosure Agreement is
not an event of default under the Trust Agreement (although the holders and beneficial owners of the
Bonds do have remedies at law and in equity). However, a failure by the City to comply with the
provisions of the Continuing Disclosure Agreement may adversely affect the marketability of the Bonds
on the secondary market.

CERTAIN LEGAL MATTERS

The legality of the issuance of the Bonds is subject to the approval of Richards, Watson &
Gershon, A Professional Corporation, Los Angeles, California, Bond Counsel. Bond Counsel’s opinion
with respect to the Bonds will be substantially in the form set forth in APPENDIX B of this Official
Statement. Certain legal matters will also be passed on for the Authority by Richards, Watson &
Gershon, as Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the
City by Perry & Freeman, Carmel-by-the-Sea, California, as Authority General Counsel and City
Attorney, and for the Underwriter by its counsel, Norton Rose Fulbright US LLP, Los Angeles,
California.

TAX MATTERS

The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements
which must be met subsequent to the issuance and delivery of the Bonds for interest thereon to be and
remain excluded from gross income for Federal income tax purposes. Noncompliance with such
requirements could cause interest on the Bonds to be included in gross income for Federal income tax
purposes retroactive to their date of issue. These requirements include, but are not limited to, provisions
which limit how the proceeds of the Bonds may be spent and invested, and generally require that certain
investment earnings be rebated on a periodic basis to the United States of America. The City and the
Authority have made certifications and representations and have covenanted to maintain the exclusion of
the interest on the Bonds from gross income for Federal income tax purposes pursuant to Section 103 of
the Code.

In the opinion of Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, under
existing law and assuming the accuracy of such certifications and representations by, and compliance
with such covenants of, the City and the Authority, (i) interest on the Bonds is excluded from gross
income for Federal income tax purposes under Section 103 of the Code, and (ii) the Bonds are not
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“specified private activity bonds” within the meaning of Section 57(a)(5) of the Code and, therefore,
interest on the Bonds is not a preference item for purposes of computing the alternative minimum tax
imposed by Section 55 of the Code. Bond Counsel is also of the opinion that, under existing law, interest
on the Bonds is exempt from State of California personal income taxes. Bond counsel expresses no
opinion as to any other tax consequences regarding the Bonds.

Under the Code, interest on the Bonds is included in the calculation of a corporation’s adjusted
current earnings for purposes of, and thus may be subject to, the federal corporate alternative minimum
tax (applicable only to taxable years beginning before January 1, 2018). In addition, interest on the Bonds
may be subject to a federal branch profits tax imposed on certain foreign corporations doing business in
the United States and to a federal tax imposed on excess net passive income of certain S corporations.
Under the Code, the exclusion of interest from gross income for federal income tax purposes may have
certain adverse federal income tax consequences on items of income, deduction or credit for certain
taxpayers, including financial institutions, certain insurance companies, recipients of Social Security and
Railroad Retirement benefits, those deemed to incur or continue indebtedness to acquire or carry tax-
exempt obligations, and individuals otherwise eligible for the earned income tax credit. The applicability
and extent of these and other tax consequences will depend upon the particular tax status or other tax
items of the owner of the 2017 Bonds. Bond Counsel will express no opinion regarding these and other
such consequences.

Bond Counsel has not undertaken to advise in the future whether any circumstances or events
occurring after the date of issue of the Bonds may affect the tax status of interest on the Bonds.
Legislation affecting tax-exempt obligations is regularly considered by the United States Congress and
may also be considered by the State legislature. Court proceedings may also be filed, the outcome of
which could modify the tax treatment of obligations such as the Bonds. No assurance can be given that
legislation enacted or proposed, or actions by a court, after the date of issue of the Bonds, will not contain
provisions which could eliminate, or directly or indirectly reduce the benefit of the exclusion of interest
on the Bonds from gross income for Federal income tax purposes, or have an adverse effect on the market
value or marketability of the Bonds.

For example, federal tax legislation enacted on December 22, 2017, reduces corporate tax rates,
modifies individual tax rates, eliminates many deductions, repeals the corporate alternative minimum tax
for taxable years beginning after December 31, 2017, and eliminates tax-exempt advance refunding
bonds, among other things. This legislation may increase, reduce, or otherwise change the financial
benefits currently provided to certain owners of state and local government bonds. In addition, investors
in the Bonds should be aware that future legislative actions may retroactively change the treatment of all
or a portion of the interest on the Bonds for federal income tax purposes for all or certain taxpayers. In all
such events, the market value of the Bonds may be adversely affected and the ability of holders to sell
their Bonds in the secondary market may be reduced. The Bonds are not subject to special mandatory
redemption, and the interest rates on the Bonds are not subject to adjustment, in the event of any such
change.

Investors should consult their own financial and tax advisors to analyze the importance of these
risks.

Certain requirements and procedures contained or referred to in relevant documents may be
changed and certain actions may be taken, under the circumstances and subject to the terms and
conditions set forth in such documents, upon the advice or with the approving opinion of nationally
recognized bond counsel. Bond Counsel expresses no opinion as to any Bond, or the interest thereon, if
any such change occurs or action is taken upon the advice or approval of bond counsel other than
Richards, Watson & Gershon, A Professional Corporation.
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If the issue price of a Bond (the first price at which a substantial amount of the bonds of a
maturity are sold to the public) is less than the stated redemption price at maturity of such Bond, the
difference constitutes original issue discount, the accrual of which is excluded from gross income for
Federal income tax purposes to the same extent as interest on the Bonds. Further, such original issue
discount accrues actuarially on a constant yield method over the term of each such Bond and the basis of
each Bond acquired at such initial offering price by an initial purchaser thereof will be increased by the
amount of such accrued original issue discount. The accrual of original issue discount may be taken into
account as an increase in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning such Bonds. Purchasers who acquire Bonds with original issue discount are
advised that they should consult with their own independent tax advisors with respect to the state and
local tax consequences of owning such Bonds.

If the issue price of a Bond is greater than the stated redemption price at maturity of such Bond,
the difference constitutes original issue premium, the amortization of which is not deductible from gross
income for Federal income tax purposes. Original issue premium is amortized over the period to maturity
of such Bond based on the yield to maturity of that Bond (or, in the case of a Bond callable prior to its
stated maturity, the amortization period and yield may be required to be determined on the basis of an
earlier call date that results in the lowest yield on that Bond), compounded semiannually. For purposes of
determining gain or loss on the sale or other disposition of such Bond, the purchaser is required to
decrease such purchaser’s adjusted basis in such Bond by the amount of premium that has amortized to
the date of such sale or other disposition. As a result, a purchaser may realize taxable gain for Federal
income tax purposes from the sale or other disposition of such Bond for an amount equal to or less than
the amount paid by the purchaser for that Bond. A purchaser of that Bond in the initial public offering at
the issue price for that Bond who holds it to maturity (or, in the case of a callable Bond, to its earlier call
date that results in the lowest yield on that Bond) will realize no gain or loss upon its retirement.

Payments of interest on tax-exempt obligations, including the Bonds, are generally subject to IRS
Form 1099-INT information reporting requirements. If an owner of a Bond is subject to backup
withholding under those requirements, then payments of interest will also be subject to backup
withholding. Those requirements do not affect the exclusion of such interest from gross income for
federal income tax purposes.

Prospective purchasers of the Bonds should consult their own independent tax advisers regarding
pending or proposed federal and state tax legislation and court proceedings, and prospective purchasers of
the Bonds at other than their original issuance at the respective prices indicated on the inside cover of this
Official Statement should also consult their own tax advisers regarding other tax considerations such as
the consequences of market discount, as to all of which Bond Counsel expresses no opinion.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the Authority or the owners of the
Bonds regarding the tax status of interest thereon in the event of an audit examination by the IRS. The
IRS has a program to audit tax-exempt obligations to determine whether the interest thereon is includible
in gross income for federal income tax purposes. If the IRS does audit the Bonds, under current IRS
procedures, the IRS will treat the Authority as the taxpayer and the beneficial owners of the Bonds will
have only limited rights, if any, to obtain and participate in judicial review of such audit. Any action of
the IRS, including but not limited to selection of the Bonds for audit, or the course or result of such audit,
or an audit of other obligations presenting similar tax issues, may affect the market value of the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix B.
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UNDERWRITING

The City and Piper Jaffray & Co. (the “Underwriter”), have entered into a bond purchase
agreement (the “Purchase Agreement”). Under the Purchase Agreement, the Underwriter has agreed,
subject to certain conditions, to purchase the Bonds at a purchase price of $ (which is equal
to the principal amount of the Bonds, [plus/less] original issue [premium/discount] of $ ,
and less an underwriter’s discount of $ ). The Purchase Agreement provides that the
Underwriter will purchase all of the Bonds if any are purchased. The obligation of the Underwriter to
make such purchase is subject to certain terms and conditions set forth in the Purchase Agreement. The
Underwriter intends to offer the Bonds to the public initially at the prices set forth on the inside cover of
this Official Statement, which prices may subsequently change without any requirement of prior notice.

The Underwriter has entered into a distribution agreement (“Distribution Agreement”) with
Charles Schwab & Co., Inc. (“CS&Co”) for the retail distribution of certain securities offerings at the
original issue prices. Pursuant to the Distribution Agreement, CS&Co. will purchase Bonds from the
Underwriter at the original issue price less a negotiated portion of the selling concession applicable to any
Bonds that CS&Co. sells.

RATING

S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC (“S&P”), has
assigned their long-term municipal rating of “__ ” the Bonds. This rating reflects the view of S&P as to
the credit quality of the Bonds. The rating reflects only the view of S&P, and explanation of the
significance of the rating may be obtained from S&P Global Ratings, 55 Water Street, New York, New
York 10041 (212) 483-2000. There is no assurance that the rating will continue for any given period of
time or that it will not be revised downward or withdrawn entirely by S&P, if in the judgment of S&P,
circumstances so warrant. Any such downward revision or withdrawal of the rating may have an adverse
effect on the marketability or market price of the Bonds.

MISCELLANEOUS

All of the preceding description and summaries of the Bonds, the Trust Agreement and the Lease
Agreement, other applicable agreements, legislation and other documents are made subject to the
provisions of such documents respectively and do not purport to be complete statements of any or all of
such provisions. Reference is hereby made to such documents on file with the City for further
information in connection therewith.

This Official Statement does not constitute a contract with the purchasers of the Bonds. Any
statements made in this Official Statement involving matters of opinion or of estimates, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that
any of the estimates will be realized.
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The Authority and the City have duly authorized the execution and delivery of this Official
Statement by their duly authorized officers.

CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY

By:

Executive Director

CITY OF SEASIDE

By:

Mayor
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CITY OF SEASIDE COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR FISCAL YEAR ENDED JUNE 30, 2017
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APPENDIX B
FORM OF BOND COUNSEL OPINION

Upon issuance and delivery of the Bonds, Richards, Watson & Gershon, A Professional
Corporation, Bond Counsel, proposes to render its final approving opinion in substantially the following
form:

[Delivery Date]

City of Seaside Joint Powers Financing Authority
Seaside, California

Opinion of Bond Counsel

with reference to

$
City of Seaside Joint Powers Financing Authority
Lease Revenue Bonds
(Cutino Park Improvement Project)
Series 2018

Ladies and Gentlemen:

We have examined (i) a record of proceedings relating to the issuance of the above-captioned
bonds (the “Bonds”) of the City of Seaside Joint Powers Financing Authority, a public entity of the State
of California (the “Authority”); (ii) the Trust Agreement, dated as of October 1, 2018 (the “Trust
Agreement”), by and among the Authority, the City, and U.S. Bank National Association, as trustee (the
“Trustee™); (iii) the Property Lease, dated as of October 1, 2018 (the “Property Lease”), by and between
the City of Seaside (the “City”), as lessor, and the Authority, as lessee; (iv) the Lease Agreement, dated as
of October 1, 2018 (the “Lease Agreement”), by and between the Authority, as sublessor, and the City, as
sublessee; (v) the Assignment Agreement, dated as of October 1, 2018 (the “Assignment Agreement”),
by and between the Authority and the Trustee; and (vi) such other matters of law as we have deemed
necessary to enable us to render the opinions expressed herein. Capitalized terms not otherwise defined
herein shall have the respective meanings ascribed to them in the Trust Agreement. As to questions of
fact material to this opinion, we have relied upon such certificates and documents without undertaking to
verify the same by independent investigation.

The Bonds are issued under and pursuant to the Trust Agreement and the provisions relating to
the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the Government Code of
California, as amended (the “Law”), including the provisions of the Marks-Roos Local Bond Pooling Act
of 1985, constituting Article 4 of the Law. The Bonds are issued for the purpose of assisting the City in
financing the costs of acquisition, construction, improvement, rehabilitation, and renovation of the public
park facilities on, within, and for the City public park known as Cutino Park, located at the corner of San
Pablo Avenue and Noche Buena Street.

From such examination, we are of the opinion under existing law that:

1. The Trust Agreement has been duly and lawfully authorized, executed and delivered by
the Authority and the City, and no other authorization for the Trust Agreement is required. Assuming due
authorization, execution and delivery by the Trustee, the Trust Agreement is in full force and effect in
accordance with its terms and is valid and binding upon the Authority and the City and enforceable in
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accordance with its terms. The Trust Agreement creates the valid pledge which it purports to create of (i)
the Trust Estate (as defined in the Trust Agreement) and (ii) certain accounts and subaccounts established
by the Trust Agreement, including the investments, if any, thereof; subject only to the provisions of the
Trust Agreement permitting the application thereof for the purposes and on the terms and conditions set
forth in the Trust Agreement.

2. The Authority is duly authorized and entitled to issue the Bonds, and the Bonds have
been duly and validly authorized and issued by the Authority in accordance with the Constitution and
statutes of the State of California, including the Law, and in accordance with the Trust Agreement. The
Bonds constitute the valid and binding obligations of the Authority as provided in the Trust Agreement,
payable from the Trust Estate (including, without limitation, the Lease Payments (as defined in the Trust
Agreement)), and are enforceable in accordance with their terms and the terms of the Trust Agreement
and entitled to the benefits of the Law and the Trust Agreement. The Bonds are not an obligation of the
State of California, any public agency thereof (other than the Authority), or any member of the Authority,
and neither the faith and credit nor the taxing power of the State of California or any public agency
thereof or any member of the Authority is pledged for the payment of the Bonds. The Authority has no
taxing power.

3. The Property Lease, the Lease Agreement, and the Assignment Agreement constitute the
valid and binding agreements of the Authority and the City, as applicable, enforceable according to their
terms. The obligation of the City to make Lease Payments during the term of the Lease Agreement
constitutes a valid and binding obligation of the City, payable from funds of the City lawfully available
therefor, and does not constitute a debt of the City or of the State of California or of any political
subdivision thereof within the meaning of any constitutional or statutory debt limit or restriction, and does
not constitute an obligation for which the City or the State of California is obligated to levy or pledge any
form of taxation or for which the City or the State of California has levied or pledged any form of
taxation.

4. Interest on the Bonds is exempt from personal income taxes of the State of California
and, assuming compliance with the covenant described below, is excluded from gross income for Federal
income tax purposes. The Bonds are not “specified private activity bonds” within the meaning of Section
57(a)(5) of the Internal Revenue Code of 1986, as amended (the “Code™) and, therefore, interest on the
Bonds will not be treated as a preference item for purposes of computing the alternative minimum tax
imposed by Section 55 of the Code. However, we note a portion of the interest on Bonds earned by
corporations may be subject to the Federal corporate alternative minimum tax (applicable only to taxable
years beginning before January 1, 2018).

The Code sets forth certain requirements which must be met subsequent to the issuance and
delivery of the Bonds for interest thereon to be and remain excluded from gross income for Federal
income tax purposes. Noncompliance with such requirements could cause the interest on the Bonds to be
included in gross income retroactive to the date of issue of the Bonds. The Authority and the City have
covenanted in the Trust Agreement to satisfy, or take such actions as may be necessary to cause to be
satisfied, each provision of the Code necessary to maintain the exclusion of the interest on the Bonds from
gross income for Federal income tax purposes pursuant to Section 103(a) of the Code.

Certain requirements and procedures contained or referred to in the Trust Agreement and other
relevant documents may be changed and certain actions may be taken, under the circumstances and
subject to the terms and conditions set forth in such documents, upon the advice or with the approving
opinion of nationally recognized bond counsel. We express no opinion as to any Bond, or the interest
thereon, if any change occurs or action is taken upon the advice or approval of other bond counsel.
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Except as stated in the foregoing paragraph numbered 4 and the paragraph immediately following
paragraph 4, we express no opinion as to any Federal or state tax consequences of the ownership or
disposition of the Bonds.

The opinions expressed in the paragraphs numbered 1, 2 and 3 hereof are qualified to the extent
that the enforceability of the Trust Agreement, the Bonds, the Property Lease, the Lease Agreement, and
the Assignment Agreement may be limited by any applicable bankruptcy, insolvency, debt adjustment,
fraudulent conveyance or transfer, moratorium, reorganization or other similar laws affecting creditors’
rights, to the application of equitable principles, to the exercise of judicial discretion in appropriate cases
and to the limitations on legal remedies against public entities in the State of California. We express no
opinion with respect to any indemnification, contribution, penalty, choice of law, choice of forum, choice
of venue, waiver or severability provisions contained in the foregoing documents. We do not express any
opinion with respect to the quality of title to, or interests in, any of the real or personal property subject to
the Property Lease or the Lease Agreement or with respect to the accuracy or sufficiency of the
description of any real property contained therein and in the Trust Agreement and the Assignment
Agreement.

The opinions expressed herein are based on an analysis of existing law and cover certain matters
not directly addressed thereby. Such opinions may be affected by actions taken or omitted or events
occurring after the date hereof, and we have not undertaken to determine, or to inform any person,
whether any such actions or events are taken or do occur. We have assumed the genuineness of all
documents and signatures presented to us. We have not undertaken to verify independently, and have
assumed, the accuracy of the factual matters represented, warranted or certified in such documents.
Furthermore, we have assumed compliance with all agreements and covenants contained in the Trust
Agreement, the Assignment Agreement, the Property Lease, and the Lease Agreement. No opinion is
expressed herein with respect to the accuracy, completeness or fairness of the Official Statement or any
other offering material relating to the Bonds.

Respectfully submitted,

B-3
Packet Page 196



APPENDIX C

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS
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APPENDIX D
DTC’S BOOK-ENTRY ONLY SYSTEM

The information in this Appendix D concerning The Depository Trust Company (“DTC”), New
York, New York, and DTC'’s book-entry system has been obtained from DTC. The Authority and the City
take no responsibility for the completeness or accuracy thereof. The City and the Authority cannot give
any assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial
Owners: (i) payments of interest and principal with respect to the Bonds, (ii) certificates representing
ownership interest in or other confirmation or ownership interest in the Bonds, or (iii) redemption or
other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Bonds, or that they
will so do on a timely basis without error, or that DTC, DTC Participants or DTC Indirect Participants
will act in the manner described in this Appendix. The current “Rules” applicable to DTC are on file
with the Securities and Exchange Commission and the current “Procedures” of DTC to be followed in
dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Bonds. The Bonds will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered certificate will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has an S&P Global
Ratings rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dfcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
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behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the registrar and request that copies of notices be provided
directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to Cede & Co., or such other nominee
as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the City or
the Trustee, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and will be the responsibility of such Participant and not of DTC, the Trustee, or the
Authority, subject to any statutory or regulatory requirements as may be in effect from time to time.
Principal and interest payments with respect to the Bonds to Cede & Co. (or such other nominee as may
be requested by an authorized representative of DTC) is the responsibility of the Authority or the Trustee,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Authority or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, certificates representing the Bonds are required to be printed and
delivered.
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The Authority may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, representing the Bonds will be printed and
delivered to DTC in accordance with the provisions of the Trust Agreement.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the City and the Authority believe to be reliable, but the City and the Authority take no
responsibility for the accuracy thereof.
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CITY OF SEASIDE Item No.: 10.B.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Daphne Hodgson, Deputy City Manager Administrative Services
DATE: September 6, 2018

SUBJECT: A JOINT PUBLIC HEARING OF THE CITY COUNCIL AND THE
FINANCING AUTHORITY ON THE PROPOSED ISSUANCE OF
BONDS BY THE FINANCING AUTHORITY TO ASSIST THE CITY
IN FINANCING THE COSTS OF CERTAIN PUBLIC ROAD AND
STREET IMPROVEMENTS ELIGIBLE FOR MEASURE X SALES
TAX FUNDING

AND

ADOPTION BY THE CITY COUNCIL OF A RESOLUTION MAKING
A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN CONNECTION
WITH THE SALE AND ISSUANCE OF CITY OF SEASIDE JOINT
POWERS FINANCING AUTHORITY LEASE REVENUE BONDS
(MEASURE X ROAD IMPROVEMENTS), ISSUE OF 2018,
APPROVING AS TO FORM AND AUTHORIZING THE EXECUTION
AND DELIVERY OF CERTAIN DOCUMENTS IN CONNECTION
WITH THE SALE AND ISSUANCE OF SAID BONDS, AND
AUTHORIZING RELATED MATTERS

AND

ADOPTION BY THE FINANCING AUTHORITY OF A RESOLUTION
ACKNOWLEDGING A FINDING OF SIGNIFICANT PUBLIC
BENEFIT IN CONNECTION WITH THE ISSUANCE OF ITS LEASE
REVENUE BONDS (MEASURE X ROAD IMPROVEMENTS), ISSUE
OF 2018; AUTHORIZING THE SALE, ISSUANCE AND DELIVERY
OF SAID BONDS; APPROVING AS TO FORM AND AUTHORIZING
THE EXECUTION AND DELIVERY OF CERTAIN DOCUMENTS IN
CONNECTION THEREWITH; AND AUTHORIZING RELATED
MATTERS

PURPOSE & RECOMMENDATION
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Meeting Date: September 6, 2018

Approval by the City Council and the Financing Authority of the respective resolutions would
authorize the issuance of Lease Revenue Bonds by the Financing Authority in an estimated
amount of $11.3 million, subject to limiting parameters contained in the resolutions, to assist the
City in financing the costs of road improvements authorized for funding, directly or through the
issuance of bonds, from the county-wide Measure X sales tax approved by the voters at the
November 8, 2016 election, as well as authorize the execution of financing documents for the
bonds. It is recommended that the City Council and the Financing Authority adopt the proposed
resolutions after holding a joint public hearing.

BACKGROUND

Measure X was a ballot measure in the November 8, 2016 election in the County that proposed a
three-eighths cent (0.375%) retail transactions and use tax increase on each dollar of taxable
sales (originating in or made from the County) for thirty years in order to pay for transportation
infrastructure projects. Measure X was approved by voters with 67.71% of the vote, exceeding
the two-thirds majority required by the California law to raise local taxes.

The Measure X ballot measure adopted Ordinance No. 2016-01 of the Transportation Agency
for Monterey County (TAMC), called the Transportation Safety and Investment Plan and Retail
Transactions and Use Tax Ordinance, which included an expenditure plan defining specific
projects to be funded, policies, and allocation of proceeds of the Measures X sales tax. TAMC
is a public agency separate from the County or any city but with a governing body comprised of
representatives of the County and every city within the County, including the City, and is
responsible for regional transportation planning and projects. TAMC’s Ordinance No. 2016-01
became effective on April 1, 2017, and is set to expire on March 31, 2047. Projects to be funded
under Ordinance No. 2016-01 include regional road safety and congestion improvements,
pedestrian and bike safety and mobility projects, as well as funds for local cities and the County
to spend on local road maintenance, pothole repairs, and safety improvements. 60% of the
Measure X sales tax is designated for allocation to cities within the County and the County itself
for local road projects; 40% is designated for TAMC to use for regional projects. On July 19,
2018, pursuant to its Resolution No. 18-73, the City Council adopted a Proposed Project List for
Measure X, all of which are road improvement and rehabilitation projects within the City
anticipated to be financed from proceeds of the proposed bonds.

The Financing Authority was created by the City and the former Redevelopment Agency
pursuant to a Joint Exercise of Powers Agreement, dated as of April 1, 1988 for the purpose of
assisting the City and the former Redevelopment Agency to finance and refinance public capital
projects. To provide such assistance, from time to time the Financing Authority may issue its
bonds, may enter into leasing arrangements with the City, or may purchase bonds on a
negotiated basis from the City, all as authorized under the Joint Exercise of Powers Act
(Government Code Section 6500 et seq.). Most recently, in 2006 the Financing Authority
assisted the City with the financing of certain capital improvements to the irrigation system of
the City’s Bayonet and Black Horse Golf Courses.

The issuance by the Financing Authority of lease revenue bonds (the “Bonds” or “Measure X
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Meeting Date: September 6, 2018

Road Bonds”) to finance the costs of the proposed Measure X projects pursuant to the attached
Resolutions is expected to result in significant public benefits to the constituents of the City,
including more efficient delivery of City road and transportation services.

The Measure X Road Bonds are structured to be payable from and secured by semi-annual lease
payments made by the City to the Financing Authority (and assigned to the bonds trustee),
which are calculated to be sufficient to pay debt service on the Bonds. Under the financing
documents, the City will covenant to apply Measure X sales tax revenues first in each Fiscal
Year to pay the semi-annual lease payments. On an annualized basis, the lease payments are
estimated to comprise approximately 2/3 of the Measure X sales tax revenues, based on the
City’s first year of the Measure X sales tax, and the remainder can be used by the City for
eligible pay-as-you-go transportation infrastructure projects. However, if for some
unanticipated reason, Measure X sales tax revenues are insufficient to pay the annual lease
payments, the City is obligated under the financing documents to appropriate and use General
Fund revenues to pay the semi-annual lease payments. The City will also covenant in the
financing documents to include the necessary appropriations in its annual budget to make the
semi-annual lease payments. The proceeds of the Bonds are, in effect, used by the Financing
Authority to acquire an interest in existing City assets (City Hall, Oldemeyer Community
Center, and the Fire Station), which are then leased back to the City, and the City uses the bond
proceeds to pay for the Measure X road improvements. There is no lien upon or pledge of any
particular revenues received by the City for the lease payments.

The financing documents do not require or contain any mortgage or deed of trust. Therefore,
there is no remedy of foreclosure on the leased properties in the event of default under the
financing documents, and there is also no remedy of acceleration of lease payments. Rather, the
stated remedy in the event of default is to compel compliance through court proceedings or to
re-lease the leased properties. S&P Global Ratings has assigned its “AA-" long-term rating to
the Measure X Road Bonds. The Bonds will be issued as fixed rate bonds. The investors in the
Bonds are expected to be institutional investors, such as mutual funds and banks, but may also
include retail investors, which include individual investors and family trusts. Information
regarding the City’s General Fund, the Measure X sales tax, and related risks are disclosed to
investors in the offering document for the Measure X Road Bonds (i.e., Preliminary Official
Statement).

Copies of the documents relating to the Measure X Road Bonds and being approved by the
attached Resolutions are available for inspection and review in the office of the City Clerk and
Authority Secretary: Trust Agreement, Property Lease, Lease Agreement, Assignment
Agreement, Bond Purchase Agreement, Preliminary Official Statement, and Continuing
Disclosure Agreement. They are also avaialable on the City website

here: http://www.ci.seaside.ca.us/667/City-Council-Presentations

FISCAL IMPACT

The following are the good faith estimates from the City’s underwriter pursuant to SB 450
(effective, January 1, 2018):
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(A) The true interest cost of the Measure X Road Bonds is estimated at 3.98% per annum.

(B) The finance charge of the Measure X Road Bonds (i.e., the sum of all fees and charges paid
to third parties) is estimated to be $297,692.

(C) Proceeds from the sale of the Measure X Road Bonds, less the finance charge of the Bonds
described in item (B), are estimated to be $10,977,000.

(D) The total payment amount (i.e., the sum total of all debt service payments on the Measure X
Road Bonds ) is estimated to be $18,972,080.

The payments for the proposed bond issue have been included in the 2018-2019 Adopted
Budget.

ATTACHMENTS

1. City Resolution for Seaside 2018 Measure X Bonds
2. Authority Resolution for Seaside 2018 Measure X Bonds
3. Preliminary Official Statement for Seaside 2018 Measure X Bonds

Reviewed for Submission to the
City Council by:

Craig Malin, City Manager
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SEASIDE
MAKING A FINDING OF SIGNIFICANT PUBLIC BENEFIT IN
CONNECTION WITH THE SALE AND ISSUANCE OF CITY OF
SEASIDE JOINT POWERS FINANCING AUTHORITY LEASE
REVENUE BONDS (MEASURE X ROAD IMPROVEMENTS), ISSUE OF
2018, APPROVING AS TO FORM AND AUTHORIZING THE
EXECUTION AND DELIVERY OF CERTAIN DOCUMENTS IN
CONNECTION WITH THE SALE AND ISSUANCE OF SAID BONDS,
AND AUTHORIZING CERTAIN OTHER MATTERS RELATING
THERETO

RECITALS:

WHEREAS, the City of Seaside Joint Powers Financing Authority (the “Authority”) is a
joint powers authority duly organized and existing under and pursuant to Articles 1 through 4
(commencing with Section 6500) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the “Act”) and that certain Joint Exercise of Powers Agreement, dated as of
April 1, 1988, as amended by that certain Amendment No. 1, dated as of May 4, 2006, each by
and between the City and the Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”), and as further amended by that certain Amendment No. 2, dated as of
July 1, 2018, by and among the City, the Successor Agency to the Redevelopment Agency of the
City of Seaside, as the successor to the Former Redevelopment Agency (the “Successor
Agency”) by operation of law, and the Parking Authority of the City of Seaside (the “Parking
Authority”) (pursuant to which Amendment No. 2, the Parking Authority was added to the
Authority as a member and the Successor Agency withdrew from the Authority); and

WHEREAS, the Authority is authorized pursuant to Article 4 of the Act to issue bonds
for the purpose of financing and refinancing public capital improvements; and

WHEREAS, the Authority has proposed to sell and issue City of Seaside Joint Powers
Financing Authority, Lease Revenue Bonds (Measure X Road Improvements), Issue of 2018 (the
“Measure X Road Bonds™) to be issued and secured pursuant to Trust Agreement (as defined
herein); and

WHEREAS, a portion of the proceeds from the sale of the Measure X Road Bonds will
be applied to assist the City with the financing of the rehabilitation, reconstruction, preservation,
and improvement of public streets and roadways within the corporate limits of the City (the
“Project”), which improvements are eligible to be paid by the City from its allocation of
revenues of the Measure X sales tax, approved by the County of Monterey voters on November
8,2016; and

WHEREAS, in connection with the issuance of the Measure X Road Bonds, it is
proposed that the Authority will enter into a Property Lease (as defined herein), under which the
Authority will lease certain public facilities (the “Property”) from the City, and a Lease
Agreement (as defined herein), under which the City will sublease the Property from the
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Authority and make rental payments, calculated to be sufficient to allow the Authority to pay
debt service on the Measure X Road Bonds; and

WHEREAS, on July 19, 2018, the City Council approved a local debt policy (the “Local
Debt Policy”) in furtherance of Section 8855(i) of the California Government Code, as amended
by SB 1029, enacted as Chapter 307, Statutes of 2016; and

WHEREAS, pursuant to Section 6586.5 of the California Government Code, after notice
duly published in accordance with law, the City Council of the City (the “City Council”) held a
public hearing on this date with respect to the proposed financing;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SEASIDE DOES
HEREBY RESOLVE, DETERMINE AND ORDER AS FOLLOWS:

Section 1. Recitals. The above recitals, and each of them, are true and correct.

Section 2. Local Debt Policy. The City Council hereby determines that (a) the Local
Debt Policy is consistent with the requirements of Government Code Section 8855(i), and (b) the
proposed Measure X Road Bonds to be issued in accordance with the parameters set forth in the
resolution of the Authority Board approving such issuance (which resolution is on file with the
City Clerk in connection with the public hearing) and in this Resolution are consistent with the
Local Debt Policy.

Section 3. Approval of Financing. The City Council hereby finds that the
Authority’s issuance of the Measure X Road Bonds to assist the City with the financing of the
Project will result in significant public benefits to the constituents of the City, including more
efficient delivery of City services to its residential and commercial development. The City
Council hereby approves the issuance of the Measure X Road Bonds.

Section 4. Property Lease. The Property Lease (the “Property Lease”), proposed to
be entered into by and between the City and the Authority, in the form on file in the office of the
City Clerk, is hereby approved. Each of the Mayor (or in his absence, the Mayor Pro Tem) and
the City Manager (each, an “Authorized Officer”) is hereby authorized and directed, for and in
the name and on behalf of the City, to execute and deliver the Property Lease in substantially
said form, with such changes therein as the Authorized Officer executing the same may approve
(such approval to be conclusively evidenced by such Authorized Officer’s execution and
delivery thereof).

Section 5. Lease Agreement. The Lease Agreement (the “Lease Agreement”),
proposed to be entered into by and between the Authority and the City, in the form on file in the
office of the City Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the City, to execute and deliver the
Lease Agreement in substantially said form, with such changes therein as the Authorized Officer
executing the same may approve (such approval to be conclusively evidenced by such
Authorized Officer’s execution and delivery thereof).

Section 6. Trust Agreement. The Trust Agreement (the “Trust Agreement”),
proposed to be entered into by and among the City, the Authority, and U.S. Bank National
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Association, as Trustee, in the form presented and on file in the office of the City Clerk, is
hereby approved. Each Authorized Officer, acting singly, is hereby authorized and directed, for
and in the name and on behalf of the City, to execute and deliver the Trust Agreement in
substantially said form, with such changes therein as the Authorized Officer executing the same
may approve (such approval to be conclusively evidenced by such Authorized Officer’s
execution and delivery thereof).

Section 7. Continuing Disclosure Agreement. The Continuing Disclosure Agreement
(the “Continuing Disclosure Agreement”), proposed to be entered into by and between the City
and Urban Futures, Inc., as Dissemination Agent, in the form on file in the office of the City
Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby authorized and
directed, for and in the name and on behalf of the City, to execute and deliver the Continuing
Disclosure Agreement in substantially said form, with such changes therein as the Authorized
Officer executing the same may approve (such approval to be conclusively evidenced by such
Authorized Officer’s execution and delivery thereof).

Section 8. Bond Purchase Agreement. The Bond Purchase Agreement (the “Bond
Purchase Agreement”), proposed to be entered into by and among the City, the Authority, and
Piper Jaffray & Co., as underwriter (the “Underwriter”), in the form presented and on file in the
office of the City Clerk, is hereby approved. Subject to the parameters specified in the
Authority’s resolution approving the issuance of the Measure X Road Bonds, each Authorized
Officer, acting singly, is hereby authorized and directed, for and in the name and on behalf of the
City, to execute and deliver the Bond Purchase Agreement in substantially said form, with such
changes therein as the Authorized Officer executing the same may approve (such approval to be
conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 9. Preliminary Official Statement. The Preliminary Official Statement
relating to the Measure X Road Bonds (the “Preliminary Official Statement”), in the form on file
with the City Clerk, is hereby approved. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the City, to cause the Preliminary
Official Statement in substantially said form, with such additions or changes therein as such
Authorized Officer may approve, to be deemed final for the purposes of Rule 15¢2-12,
promulgated pursuant to the Securities and Exchange Act of 1934, as amended. The distribution
of the Preliminary Official Statement by the Underwriter to prospective purchasers of the
Measure X Road Bonds pursuant to the Authority’s resolution approving the issuance of the
Measure X Road Bonds is hereby approved.

Section 10.  Official Statement. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the City, to cause the Preliminary
Official Statement to be brought into the form of a final Official Statement (the “Official
Statement™), and to execute the same for and in the name and on behalf of the City, with such
additions or changes therein as such Authorized Officer may approve (such approval to be
conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 11.  Other Acts. The Mayor, the Mayor Pro Tem, the City Manager, the
Assistant Finance Director, and other officers of the City are hereby authorized and directed,
jointly and severally, to do any and all things (including negotiating with respect to obtaining a
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municipal bond insurance policy or debt service reserve surety bond), to execute and deliver any
and all documents that they may deem necessary or advisable in order to consummate the sale,
issuance and delivery of the Measure X Road Bonds, or otherwise to effectuate the purposes of
this Resolution, the Property Lease, the Lease Agreement, the Trust Agreement, the Continuing
Disclosure Agreement, the Bond Purchase Agreement, and the Official Statement, and any such
actions previously taken by such officers are hereby ratified and confirmed.

Section 12.  Effective Date. This Resolution shall take effect immediately upon
adoption.

PASSED AND ADOPTED by the City Council of the City of Seaside at a meeting held
on the 6th day of September, 2018, by the following vote:

AYES:
NOES:
ABSTAIN:

ABSENT:

Ralph Rubio, Mayor
ATTEST:

Lesley Milton-Rerig, City Clerk
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RESOLUTION NO.

A RESOLUTION OF THE CITY OF SEASIDE JOINT POWERS
FINANCING AUTHORITY ACKNOWLEDGING A FINDING OF
SIGNIFICANT PUBLIC BENEFIT IN CONNECTION WITH THE
ISSUANCE OF CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY LEASE REVENUE BONDS (MEASURE X ROAD
IMPROVEMENTS), ISSUE OF 2018; AUTHORIZING THE SALE,
ISSUANCE AND DELIVERY OF SAID BONDS; APPROVING AS TO
FORM AND AUTHORIZING THE EXECUTION AND DELIVERY OF
CERTAIN DOCUMENTS IN CONNECTION THEREWITH; AND
AUTHORIZING CERTAIN OTHER MATTERS RELATING THERETO

RECITALS:

WHEREAS, the City of Seaside Joint Powers Financing Authority (the “Authority”) is a
joint powers authority duly organized and existing under and pursuant to Articles 1 through 4
(commencing with Section 6500) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the “Act”) and that certain Joint Exercise of Powers Agreement, dated as of
April 1, 1988, as amended by that certain Amendment No. 1, dated as of May 4, 2006, each by
and between the City and the Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”), and as further amended by that certain Amendment No. 2, dated as of
July 1, 2018, by and among the City, the Successor Agency to the Redevelopment Agency of the
City of Seaside, as the successor to the Former Redevelopment Agency (the “Successor
Agency”) by operation of law, and the Parking Authority of the City of Seaside (the “Parking
Authority”) (pursuant to which Amendment No. 2, the Parking Authority was added to the
Authority as a member and the Successor Agency withdrew from the Authority); and

WHEREAS, the Authority is authorized pursuant to Article 4 of the Act to issue bonds
for the purpose of financing and refinancing public capital improvements; and

WHEREAS, the Authority has proposed to sell and issue City of Seaside Joint Powers
Financing Authority, Lease Revenue Bonds (Measure X Road Improvements), Issue of 2018 (the
“Measure X Road Bonds™) to be issued and secured pursuant to Trust Agreement (as defined
herein); and

WHEREAS, a portion of the proceeds from the sale of the Measure X Road Bonds will
be applied to assist the City with the financing of the rehabilitation, reconstruction, preservation,
and improvement of public streets and roadways within the corporate limits of the City, which
improvements are eligible to be paid by the City from its allocation of revenues of the Measure
X sales tax, approved by the County of Monterey voters on November 8, 2016; and

WHEREAS, in connection with the issuance of the Measure X Road Bonds, it is
proposed that the Authority will enter into a Property Lease (as defined herein), under which the
Authority will lease certain public facilities (the “Property”) from the City, and a Lease
Agreement (as defined herein), under which the City will sublease the Property from the
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Authority and make rental payments, calculated to be sufficient to allow the Authority to pay
debt service on the Measure X Road Bonds; and

WHEREAS, on July 19, 2018, the City Council, for and on behalf of the City and all
related entities of the City for which the governing body consists of the same individuals as the
City Council (including, but not limited to, the Authority), approved a local debt policy (the
“Local Debt Policy”) in furtherance of Section 8855(i) of the California Government Code, as
amended by SB 1029, enacted as Chapter 307, Statutes of 2016; and

WHEREAS, the City Council of the City (the “City Council”) has made a finding, after
duly noticed public hearing pursuant to Section 6586.5 of the Government Code, that the
issuance of the Measure X Road Bonds will result in significant public benefit;

NOW, THEREFORE, THE BOARD OF THE CITY OF SEASIDE JOINT POWERS
FINANCING AUTHORITY DOES HEREBY RESOLVE, DETERMINE AND ORDER AS
FOLLOWS:

Section 1. Recitals. The above recitals, and each of them, are true and correct.

Section 2. Acknowledgement of City Council Findings and Authorization to Issue
Measure X Road Bonds. The Authority hereby acknowledges and concurs with the City
Council’s finding of significant public benefit and hereby approves and authorizes the issuance
and sale of the Measure X Road Bonds, subject to the parameters set forth below.

Section 3. Local Debt Policy. The Authority hereby determines that (a) the Local
Debt Policy is consistent with the requirements of Government Code Section 8855(i), and (b) the
proposed Measure X Road Bonds to be issued in accordance with the parameters set forth in this
Resolution are consistent with the Local Debt Policy.

Section 4. Trust Agreement. The Trust Agreement (the “Trust Agreement”),
proposed to be entered into by and among the Authority, the City, and the Trustee (defined in
Section 5 below), in the form on file with the Secretary of the Authority (the “Authority
Secretary”), is hereby approved. Subject to the parameters set forth in Section 6 below, the
issuance of the Measure X Road Bonds is hereby approved and authorized. Subject to Section 6
below, each of the Chairman, the Vice-Chairman, and the Executive Director, or their designee
(each, an “Authorized Officer”), acting singly, is hereby authorized and directed, for and in the
name and on behalf of the Authority, to execute and deliver the Trust Agreement in substantially
said form, with such additions or changes as the Authorized Officer executing the same may
approve (such approval to be conclusively evidenced by such Authorized Officer’s execution and
delivery thereof).

Section 5. Appointment of Trustee. The appointment of U.S. Bank National
Association as trustee (the “Trustee”) under the Trust Agreement is hereby confirmed.

Section 6. Terms of Sale of Measure X Road Bonds. The authorization set forth in
this Resolution regarding the issuance and sale of the Measure X Road Bonds are subject to the
following parameters: (i) the aggregate principal amount of the Measure X Road Bonds shall not
exceed $12,500,000; (ii) the true interest cost of the Measure X Road Bonds shall not exceed
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4.50 percent; and (iii) the underwriter’s discount with respect to the Measure X Road Bonds shall
not exceed 0.7 percent of the principal amount thereof.

Section 7. Property Lease. The Property Lease (the “Property Lease”), proposed to
be entered into by and between the City and the Authority, in the form on file in the office of the
Secretary of the Authority, is hereby approved. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the Authority, to execute and
deliver the Property Lease in substantially said form, with such changes therein as the
Authorized Officer executing the same may approve (such approval to be conclusively evidenced
by such Authorized Officer’s execution and delivery thereof).

Section 8. Lease Agreement. The Lease Agreement (the “Lease Agreement”),
proposed to be entered into by and between the Authority and the City, in the form on file in the
office of the Secretary of the Authority, is hereby approved. Each Authorized Officer, acting
singly, is hereby authorized and directed, for and in the name and on behalf of the Authority, to
execute and deliver the Lease Agreement in substantially said form, with such changes therein as
the Authorized Officer executing the same may approve (such approval to be conclusively
evidenced by such Authorized Officer’s execution and delivery thereof).

Section 9. Assignment Agreement. The Assignment Agreement (the “Assignment
Agreement”), proposed to be entered into by and between the Authority and the Trustee, in the
form on file in the office of the Secretary of the Authority, is hereby approved. Each Authorized
Officer, acting singly, is hereby authorized and directed, for and in the name and on behalf of the
Authority, to execute and deliver the Assignment Agreement in substantially said form, with
such changes therein as the Authorized Officer executing the same may approve (such approval
to be conclusively evidenced by such Authorized Officer’s execution and delivery thereof).

Section 10.  Bond Purchase Agreement. The form of the Bond Purchase Agreement by
and among the City, the Authority, and Piper Jaffray & Co. (the “Underwriter”), presented at this
meeting, on file in the office of the Secretary of the Authority and incorporated herein by
reference (the “Bond Purchase Agreement”), is hereby approved, and any one of the Authorized
Officers, acting singly, is hereby authorized to execute the Bond Purchase Agreement in
substantially the form hereby approved, with such additions thereto and changes therein as may
be approved by such officer upon consultation with Bond Counsel. Approval of such additions
and changes shall be conclusively evidenced by the execution and delivery of the Bond Purchase
Agreement; provided, however, that the Bond Purchase Agreement shall be signed only if the
terms of the agreement meet the parameters set forth in Section 6. Each of the Authorized
Officers is authorized to determine the day on which the Measure X Road Bonds are to be priced
in order to attempt to produce the lowest borrowing cost for the Authority and may reject any
terms presented by the Underwriter if determined not to be in the best interest of the Authority.

Section 11.  Preliminary Official Statement. The Preliminary Official Statement
relating to the Measure X Road Bonds (the “Preliminary Official Statement”), in the form
presented and on file with the Authority Secretary, is hereby approved. Each Authorized
Officer, acting singly, is hereby authorized and directed, for and in the name and on behalf of the
Authority, to cause the Preliminary Official Statement in substantially said form, with such
additions or changes therein as such Authorized Officer may approve, to be deemed final for the
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purposes of Rule 15¢2-12 of the Securities and Exchange Act of 1934 (“Rule 15¢2-12”). The
Underwriter is hereby authorized to distribute the Preliminary Official Statement to prospective
purchasers of the Measure X Road Bonds in substantially the form hereby approved, together
with such additions thereto and changes therein as are determined necessary by any one of the
Authorized Officers to make the Preliminary Official Statement final as of its date for purposes
of Rule 15¢2-12, including, but not limited to, such additions and changes as are necessary to
make all information set forth therein accurate and not misleading.

Section 12.  Official Statement. Each Authorized Officer, acting singly, is hereby
authorized and directed, for and in the name and on behalf of the Authority, to cause the
Preliminary Official Statement to be brought into the form of a final Official Statement (the
“Official Statement”), and to execute the same for and in the name and on behalf of the
Authority, with such additions or changes therein as such Authorized Officer may approve (such
approval to be conclusively evidenced by such Authorized Officer’s execution and delivery
thereof). The Underwriter is further authorized to distribute the final Official Statement for the
Measure X Road Bonds and any supplement thereto to the purchasers thereof upon its execution
on behalf of the Authority as described above.

Section 13.  Appointments of Financing Team. The appointments of Richards, Watson
& Gershon, A Professional Corporation, as Bond Counsel and Disclosure Counsel, C.M. De
Crinis & Co., Inc., as Municipal Advisor, and Urban Futures, Inc., as Dissemination Agent, in
connection with the issuance of the Measure X Road Bonds are hereby approved and affirmed.

Section 14.  Other Acts. The Authorized Officers and all other officers of the
Authority are hereby authorized and directed, jointly and severally, to do any and all things
(including negotiations with respect to obtaining a municipal bond insurance policy or debt
service reserve surety bond), to execute and deliver any and all documents that they may deem
necessary or advisable in order to consummate the sale, issuance and delivery of the Measure X
Road Bonds, or otherwise to effectuate the purposes of this Resolution, the Trust Agreement, the
Property Lease, the Lease Agreement, Assignment Agreement, the Bond Purchase Agreement,
and the Official Statement, and any such actions previously taken by such officers are hereby
ratified and confirmed.

Section 15.  Effective Date. This Resolution shall take effect immediately upon
adoption.
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PASSED AND ADOPTED by the City of Seaside Joint Powers Financing Authority

Board at a meeting held on the 6th day of September, 2018, by the following vote:

AYES:

NOES:

ABSTAIN:

ABSENT:

ATTEST:

Lesley Milton-Rerig, Secretary

12425-0019\2199010v3.doc

Ralph Rubio, Chairman
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Official Statement in its final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy nor shall there be any sale of these securities in any

This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the dated date of the
jurisdiction in which such offer, solicitation or sale would be unlawful.

PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER __, 2018

NEW ISSUE — BOOK ENTRY ONLY S&P: “AA-"
See “RATING” herein.

In the opinion of Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, under existing law (i) assuming continuing
compliance with certain covenants and the accuracy of certain representations, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax, however, interest on the Bonds is
included in the calculation of a corporation’s adjusted current earnings for purposes of, and thus may be subject to, the corporate alternative
minimum tax (applicable only to taxable years beginning before January 1, 2018), and (ii) interest on the Bonds is exempt from State of
California personal income taxes. Interest on the Bonds may be subject to certain federal income taxes imposed only on certain corporations.
Bond Counsel expresses no opinion as to any other tax consequences regarding the Bonds. For a more complete discussion of the tax aspects,
see “TAX MATTERS'” herein.

$ «
CITY OF SEASIDE JOINT POWERS FINANCING AUTHORITY
LEASE REVENUE BONDS
(MEASURE X ROAD IMPROVEMENTS)
ISSUE OF 2018

Dated: Date of Delivery Due: May 1, as shown on the inside front cover

The City of Seaside Joint Powers Financing Authority (the “Authority”’) will issue its Lease Revenue Bonds (Measure X Road Improvements),
Issue of 2018 (the “Bonds”), under a Trust Agreement, dated as of October 1, 2018 (the “Trust Agreement”), by and between the Authority and
U.S. Bank National Association, as trustee (the “Trustee”). Proceeds of the Bonds will be used to (i) finance the costs of rehabilitation,
reconstruction, preservation, and improvement of public streets and roadways within the corporate limits of the City of Seaside (the “City”),
which improvements are eligible (but not limited) to be paid from Measure X Revenues (as defined herein), including expenditures for planning,
environmental reviews, engineering and design costs, related right-of-way acquisition, project management, and other incidental costs (the
“Project”), (ii) [fund the Reserve Account][purchase a municipal bond debt service reserve insurance policy for deposit in the Reserve Account
for the Bonds]; (iii) purchase a municipal bond insurance policy to guarantee the payment of principal of and interest on the Bonds; and (iv) pay
costs of issuance of the Bonds.

The Bonds will be payable solely from and secured by the Trust Estate, consisting primarily of (i) certain lease payments (the “Lease Payments™)
to be made by the City to the Authority pursuant to a Lease Agreement, dated as of October 1, 2018 (the “Lease Agreement”), by and between
the Authority, as lessor, and the City, as lessee, for subleasing of certain real property (the “Property”), and (ii) certain funds and accounts held
under the Trust Agreement. The City covenants under the Lease Agreement to take such action as necessary to include the Lease Payments and
Additional Rental Payments (as defined in the Lease Agreement) in its annual budget and to make all necessary appropriations therefor, subject
to abatement of such payments.

The Bonds will be subject to optional redemption, mandatory term bond redemption, and extraordinary redemption from insurance and
condemnation proceeds prior to their maturity as described in this Official Statement.

The Bonds will be issued in fully registered form and, when issued, will be registered in the name of Cede & Co., as nominee of The Depository
Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the Bonds. Individual purchases of the Bonds may be
made in book-entry form only, in denominations of $5,000 each or any integral multiple thereof. Purchasers will not receive certificates
representing their interest in the Bonds purchased. Principal of and interest on the Bonds will be paid directly to DTC by the Trustee. Principal
of the Bonds will be payable on their maturity dates set forth on the inside front cover hereof. Interest on the Bonds will be payable on May 1
and November 1 of each year, commencing May 1, 2019. Upon its receipt of payments of principal and interest, DTC will in turn be obligated to
remit such principal and interest to DTC participants for subsequent disbursement to the beneficial owners of the Bonds as described herein.

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM AND SECURED BY A PLEDGE
OF THE TRUST ESTATE AND CERTAIN FUNDS AND ACCOUNTS HELD UNDER THE TRUST AGREEMENT. THE AUTHORITY
HAS NO TAXING POWER. THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND ADDITIONAL RENTAL
PAYMENTS UNDER THE LEASE AGREEMENT WILL NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH THE CITY
HAS LEVIED OR PLEDGED ANY FORM OF TAXATION OR THE CITY WILL BE OBLIGATED TO LEVY OR PLEDGE ANY FORM
OF TAXATION. NEITHER THE BONDS NOR THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND ADDITIONAL
RENTAL PAYMENTS UNDER THE LEASE AGREEMENT WILL CONSTITUTE AN INDEBTEDNESS OF THE CITY, STATE OR ANY
OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATIONS.

See the section of this Official Statement entitled “BONDOWNERS’ RISKS” for a discussion of certain of the risk factors that should be
considered, in addition to other matters set forth herein, in evaluating the investment quality of the Bonds. This cover page contains
information for quick reference only. It is not a summary of this issue. Potential purchasers must read the entire Official Statement to obtain
information essential to making an informed investment decision.

The Bonds are offered when, as and if issued, subject to the approval as to their legality by Richards, Watson & Gershon, A Professional
Corporation, Los Angeles, California, Bond Counsel. Certain legal matters will also be passed on for the Authority by Richards, Watson &
Gershon, as Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the City by Perry & Freeman, Carmel-by-the-
Sea, California, as Authority General Counsel and City Attorney, and for the Underwriter by its counsel, Norton Rose Fulbright US LLP, Los
Angeles, California. It is anticipated that the Bonds will be available for delivery in book-entry form through the facilities of DTC on or about
October _ , 2018.

[Piper Jaffray & Co. logo]
Dated: September , 2018

* Preliminary; subject to change.
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MATURITY SCHEDULE®

$
CITY OF SEASIDE JOINT POWERS FINANCING AUTHORITY
LEASE REVENUE BONDS
(MEASURE X ROAD IMPROVEMENTS)
ISSUE OF 2018

Maturity Date Principal Interest CUSIP!
(May 1) Amount Rate Yield Price (Base: 812478)
$ % % %
$ - % Term Bonds due May 1,20 , Yield %; Price: ; CUSIPT:
$ - % Term Bonds due May 1,20 , Yield %; Price: ; CUSIPT:

* Preliminary; subject to change.

+  CUSIP is a registered trademark of the American Bankers Association. CUSIP data in this Official Statement is provided by
CUSIP Global Services, managed by S&P Global Market Intelligence on behalf of the American Bankers Association.
CUSIP © 2018 CUSIP Global Services. All rights reserved. This data is not intended to create a database and does not
serve in any way as a substitute for CUSIP Global Services. CUSIP numbers are provided for convenience of reference
only. None of the Authority, the City nor the Underwriter take any responsibility for the accuracy of such numbers.
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CITY OF SEASIDE JOINT POWERS FINANCING AUTHORITY
CITY OF SEASIDE, CALIFORNIA

City Council/Authority Board of Directors
Ralph Rubio, Mayor/Chairman of the Authority
Dennis Alexander, Mayor Pro Tem/Vice-Chairman of the Authority
Jason Campbell , Council Member/Board Member
David R. Pacheco, Council Member/Board Member
Kayla Jones, Council Member/Board Member

City/Authority Staff
Craig Malin, City Manager/Executive Director
Daphne Hodgson, Deputy City Manager of Administrative Services/Treasurer
Don Freeman, City Attorney/General Counsel
Travis Foster, Assistant Finance Director/Assistant Treasurer

Richard Riedl, PE, Director of Public Works & City Engineer
Lesley Milton-Rerig, Public Affairs Officer & City Clerk/Secretary

SPECIAL SERVICES
Bond Counsel and Disclosure Counsel

Richards, Watson & Gershon, A Professional Corporation
Los Angeles, California

Authority Counsel and City Attorney

Perry & Freeman
Carmel-by-the-Sea, California

Trustee

U.S. Bank National Association
Seattle, Washington

Municipal Advisor

C.M. de Crinis & Co., Inc.
Glendale, California

Dissemination Agent

Urban Futures, Inc.
Tustin, California
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No dealer, broker, salesperson or other person has been authorized by the Authority or the City to give any
information or to make any representations other than those contained in this Official Statement. If given or made,
such other information or representations must not be relied upon as having been authorized by any of the foregoing.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any Bonds by any
person in any jurisdiction in which such offer of solicitation is not authorized or in which the person making such
offer or solicitation is not qualified to do so or to any person to whom it is unlawful for such person to make such an
offer, solicitation or sale. This Official Statement is not to be construed as a contract with the purchasers of the
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matter of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as a
representation of fact.

Certain statements included or incorporated by reference in this Official Statement constitute “forward-
looking statements.” Such statements are generally identifiable by the terminology used such as “plan,” “expect,”
“estimate,” “budget,” or other similar words and include, but are not limited to, statements under the captions “THE
CITY,” “CITY FINANCIAL AND GENERAL FUND OVERVIEW,” “ADDITIONAL GENERAL FUND AND
RELATED CITY FINANCIAL INFORMATION,” and “BONDOWNERS’ RISKS - State Finances.” The
achievement of certain results or other expectations contained in such forward-looking statements involves known
and unknown risks, uncertainties and other factors which may cause actual results, performance or achievements
described to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. While the City has agreed to provide certain on-going financial and other data
pursuant to a continuing disclosure agreement (see “CONTINUING DISCLOSURE”), neither the Authority nor the
City plans to issue any updates or revisions to those forward-looking statements if or when their expectations or
events, conditions or circumstances on which such statements are based change.

The information set forth in this Official Statement has been obtained from the Authority, the City and
other sources that are believed to be reliable, but it is not guaranteed as to its accuracy or completeness. The
information and expressions of opinions herein are subject to change without notice, and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the Authority or the City since the date hereof. All summaries of the resolutions, the
Trust Agreement, laws and statutes or other documents are made subject to the provisions of such documents,
respectively, and do not purport to be complete statements of any or all of such provisions.

Piper Jaffray & Co. (the “Underwriter”) has provided the following sentence for inclusion in this Official
Statement: The Underwriter has reviewed the information in this Official Statement in accordance with, and as part
of, the Underwriter’s responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such
information.

This Official Statement is submitted in connection with the sale of the Bonds referred to herein and may
not be reproduced or used, in whole or in part, for any other purpose.

The Bonds have not been registered under the Securities Act of 1933, as amended, nor has the Trust
Agreement been qualified under the Trust Indenture Act of 1939, as amended, in reliance upon an exception from
the registration requirements contained in such acts. The Bonds have not been registered or qualified under the
securities laws of any state.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE SECURITIES OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

THE UNDERWRITER MAY OFFER AND SELL BONDS TO CERTAIN DEALERS AND OTHERS AT
A PRICE LOWER THAN THE OFFERING PRICE. THE OFFERING PRICE MAY BE CHANGED FROM TIME
TO TIME BY THE ORIGINAL PURCHASERS. The City maintains a website. The information on such website
is not part of this Official Statement and is not intended to be relied on by investors with respect to the Bonds unless
specifically set forth or incorporated herein.
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*

$
CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY
LEASE REVENUE BONDS
(MEASURE X ROAD IMPROVEMENTYS)
ISSUE OF 2018

INTRODUCTION

This introduction does not purport to be complete, and reference is made to the body of this
Official Statement, appendices and the documents referred to herein for more complete information with
respect to matters concerning the Bonds. Potential investors are encouraged to read the entire Official
Statement. Capitalized terms used in this Official Statement and not defined herein shall have the
meanings set forth in “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

General

This Official Statement, including the cover page, inside front cover and appendices, is provided
to furnish information in connection with the sale by the City of Seaside Joint Powers Financing
Authority (the “Authority”) of its $ " aggregate principal amount of Lease Revenue Bonds
(Measure X Road Improvements), Issue of 2018 (the “Bonds”). The Bonds are being issued pursuant to
the provisions relating to the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the
California Government Code, including the provisions of the Marks-Roos Local Bond Pooling Act of
1985, constituting Article 4 thereof (the “Law”), and an Trust Agreement, dated as of October 1, 2018
(the “Trust Agreement”), by and between the Authority and U.S. Bank National Association, as trustee
(the “Trustee”).

Proceeds of the Bonds will be used to (i) finance the costs of rehabilitation, reconstruction,
preservation, and improvement of public streets and roadways within the corporate limits of the City,
which improvements are eligible (but not limited) to be paid from Measure X Revenues (as defined
herein), including expenditures for planning, environmental reviews, engineering and design costs, related
right-of-way acquisition, project management, and other incidental costs (the “Project”), (ii) [purchase a
municipal bond debt service reserve insurance policy for deposit in the Reserve Account for the Bonds];
(iii) purchase a municipal bond insurance policy to guarantee the payment of principal of and interest on
the Bonds; and (iv) pay costs of issuance of the Bonds. See “ESTIMATED SOURCES AND USES OF
FUNDS” herein.

Interest on the Bonds will be payable on May 1 and November 1 of each year, commencing May
1, 2019. The Bonds will mature in the amounts and on the dates and bear interest at rates shown on the
inside front cover of this Official Statement.

The Bonds will be issued in fully registered form only and, when issued and delivered, will be
registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New
York (“DTC”). DTC will act as the depository for the Bonds and all payments due on the Bonds will be
made to Cede & Co. Ownership interests in the Bonds may be purchased only in book-entry form. See
“THE BONDS — Book-Entry Only System” and “APPENDIX D — DTC’S BOOK-ENTRY ONLY
SYSTEM.”

* Preliminary; subject to change.
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Security for the Bonds

The Bonds will be payable solely from and secured by a pledge of the Trust Estate (defined
below, see “SECURITY FOR THE BONDS”) and moneys in certain funds and accounts held under the
Trust Agreement. The Trust Estate consists primarily of certain lease payments (the “Lease Payments”)
to be made by the City to the Authority pursuant to a Lease Agreement, dated as of October 1, 2018 (the
“Lease Agreement”), by and between the Authority and the City for subleasing of the Property (as
defined herein — see “PLAN OF FINANCE” and “THE PROPERTY”).

Concurrently with the issuance of the Bonds, the Authority will lease the Property (see “THE
PROPERTY?”) from the City under a Property Lease, dated as of October 1, 2018 (the “Property Lease”).
The City will sublease the Property from the Authority and agree to make Lease Payments under the
Lease Agreement.

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE
SOLELY FROM AND SECURED BY A PLEDGE OF THE TRUST ESTATE AND CERTAIN FUNDS
AND ACCOUNTS HELD UNDER THE TRUST AGREEMENT. THE AUTHORITY HAS NO
TAXING POWER. THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND
ADDITIONAL PAYMENTS UNDER THE LEASE AGREEMENT WILL NOT CONSTITUTE AN
OBLIGATION OF THE CITY FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM
OF TAXATION OR THE CITY WILL BE OBLIGATED TO LEVY OR PLEDGE ANY FORM OF
TAXATION.

The Authority may issue additional bonds, notes or other indebtedness which are payable out of
the Trust Estate in whole or in part, as provided in the Trust Agreement. See “SECURITY FOR THE
BONDS - Parity Obligations.”

As security for payment of the Bonds and pursuant to an Assignment Agreement, dated as of
October 1, 2018 (the “Assignment Agreement”), by and between the Authority and the Trustee, the
Authority will assign to the Trustee the Authority’s rights, title and interest in the Lease Agreement (with
certain exceptions), including the right to receive Lease Payments to be made by the City under the Lease
Agreement. The City will covenant under the Lease Agreement to take such action as necessary to
include the Lease Payments and Additional Rental Payments (as defined therein) in its annual budget and
to make all necessary appropriations therefor (subject to abatement under certain circumstances described
in the Lease Agreement).

The Bonds will be subject to extraordinary redemption, as a whole or in part, from a
condemnation award or from insurance proceeds as described in the Lease Agreement and the Trust
Agreement.

See “SECURITY FOR THE BONDS,” “THE BONDS - Redemption — EXxtraordinary
Redemption From Insurance or Condemnation Proceeds,” and “BONDOWNERS’ RISKS.”

Reserve Account
In order to further secure the payment of the principal of and interest on the Bonds, a Reserve
Account within the Project Trust Fund is established pursuant to the Trust Agreement in an amount equal

to the Reserve Requirement. “Reserve Requirement” means, as of the date of calculation, an amount
equal to the least of (i) Maximum Annual Debt Service on the then Outstanding Bonds and Parity
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Obligations, if any; (i) 10% of the initial amount of the Bonds and Parity Obligations, if any (“amount”
meaning the principal amount of each issue of the Bonds and any Parity Obligations, unless an issue was
issued with original issue discount greater than two percent of the principal amount, or original issue
premium greater than the sum of two percent of the principal amount plus original issue premium
attributable exclusively to reasonable underwriters’ compensation, in which case “amount” means issue
price); or (iii) 125% of Average Annual Debt Service on the then Outstanding Bonds and Parity
Obligations, if any. The Reserve Requirement will be satisfied by the deposit into the Reserve Account
of a municipal bond debt service reserve insurance policy (the “2018 Reserve Policy”) to be issued by
[name of Bond Insurer].

City

The City of Seaside (the “City”) was founded in 1887 and incorporated on October 13, 1954 as a
general law city. The City is an approximately ten-square mile ocean-side community located on the
Monterey Peninsula in Monterey County (the “County”) on the central coast of California, approximately
120 miles south of San Francisco. Based on an estimate by the California Department of Finance, the
City’s population was 34,270, as of January 1, 2018. A portion of Fort Ord, a former United States Army
post which has been converted to civilian use, is located in the City. Located on the site of the former
Fort Ord military base are the Monterey Bay campus of California State University (CSUMB) and the
Monterey College of Law. The City’s Bayonet and Black Horse Golf Courses, a host to PGA Tour
events (including the 2012 PGA Professional National Championship, the 2015 Senior PGA Professional
National Championship, and the 2018 PGA Professional National Championship), are also located on the
site of the former Fort Ord military base.

The City has a Council-Manager form of government. The five-member City Council is a
legislative and policy-making body that is elected on a nonpartisan basis to represent the residents. The
Mayor is elected every two years in a general election held in November of even-numbered years. There
are four members of the City Council who have overlapping terms, with two members of the City Council
elected every two years by the voters through a general election. Each member of the City Council,
including the Mayor, have one-vote and are not subject to term limits. The City Manager is appointed by
the City Council to manage the daily operations of the City and is responsible for making policy
recommendations to the City Council and implementing City Council policy directives. The City’s Fiscal
Year 2018-19 budget provides authorization for employment of 149 full-time equivalent City employees.

Professionals Involved in the Offering

U.S. Bank National Association, Seattle, Washington, will act as Trustee with respect to the
Bonds.

The City has retained C.M. de Crinis & Co., Inc., Glendale, California, as municipal advisor (the
“Municipal Advisor”) in connection with the issuance of the Bonds. The Municipal Advisor has not
undertaken to make an independent verification or to assume responsibility for the accuracy,
completeness, or fairness of the information contained in this Official Statement. The Municipal Advisor
is an independent advisory firm and a registered Municipal Advisor (as defined in Section 15B of the
Securities Exchange Act of 1934, as amended) and is not engaged in the business of underwriting, trading
or distributing municipal or other securities public or otherwise.

All proceedings in connection with the issuance of the Bonds will be subject to the approval of
Richards, Watson & Gershon, A Professional Corporation, Los Angeles, California, Bond Counsel.
Certain legal matters will also be passed on for the Authority by Richards, Watson & Gershon, as
Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the City by Perry
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& Freeman, Carmel-by-the-Sea, California, as Authority General Counsel and City Attorney, and for the
Underwriter by its counsel, Norton Rose Fulbright US LLP, Los Angeles, California.

Continuing Disclosure

The City will covenant in a Continuing Disclosure Agreement (the “Continuing Disclosure
Agreement”), for the benefit of the beneficial holders of the Bonds, to prepare and deliver an annual
report of certain financial information regarding the City and to provide notices of the occurrence of
certain enumerated events in compliance with Rule 15¢2-12 of the Securities and Exchange Commission.
See “CONTINUING DISCLOSURE” and “APPENDIX E — FORM OF CONTINUING DISCLOSURE
AGREEMENT.”

Summaries of Documents

There follows in this Official Statement descriptions of the Bonds, the Trust Agreement, the
Property Lease, the Lease Agreement, the Assignment Agreement, and various other agreements and
documents. The descriptions and summaries of documents herein do not purport to be comprehensive or
definitive, and reference is made to each such document for the complete details of all terms and
conditions. All statements herein are qualified in their entirety by reference to each such document and,
with respect to certain rights and remedies, to laws and principles of equity relating to or affecting
creditors’ rights generally. Capitalized terms not defined herein shall have the meanings set forth in the
Trust Agreement. Copies of the Trust Agreement, the Property Lease, the Lease Agreement, and the
Assignment Agreement are available for inspection during business hours at the corporate trust office of
the Trustee in Seattle, Washington.

Other Information

This Official Statement speaks only as of its date as set forth on the cover hereof, and the
information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall under any circumstances create any
implication that there has been no change in the affairs of the Authority or the City since the date hereof.

Unless otherwise expressly noted, all references to internet websites in this Official Statement,
including without limitation, the City’s website, are shown for reference and convenience only, and none
of their content is incorporated herein by reference. The information contained within such websites has
not been reviewed by the City and the City makes no representation regarding the information therein.

PLAN OF FINANCE

The Bonds are being issued to finance the costs of the rehabilitation, reconstruction, preservation,
and improvement of public streets and roadways within the corporate limits of the City, which
improvements are eligible (but not limited) to be paid from Measure X Revenues (as defined herein, see
“MEASURE X”), including expenditures for planning, environmental reviews, engineering and design
costs, related right-of-way acquisition, project management, and other incidental costs (collectively, the
“Project”). The designation of the particular streets and roadways to be improved is made by the City
Council of the City, in consultation with the City Engineer. Construction is projected to commence on
the Project in [month], 2019 and to be completed by [month], 2021.

As consideration for the issuance of the Bonds and the payment by the Authority to the City of

advanced rental under the Property Lease, constituting the net proceeds of the Bonds, the City will lease
certain City-owned real property and the improvements thereon (collectively referred to herein as the
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“Property”) to the Authority. Simultaneously therewith, the Authority will sublease the Property to the
City pursuant to the terms of the Lease Agreement. For additional information, see the discussions under
the captions “ESTIMATED SOURCES AND USES OF FUNDS,” “THE PROPERTY,” and
“APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — PROPERTY LEASE” and “ —
LEASE AGREEMENT” herein.

Although the obligation of the City to make Lease Payments is an obligation of the City’s
General Fund, the City intends and has covenanted in the Lease Agreement to use the Measure X
Revenues, to extent distributed to the City, to make the Lease Payments prior to any other expenditures
eligible under the Measure X Ordinance and Measure X Funding Agreement (as such capitalized terms
are defined below). See “THE LEASE AGREEMENT — Measure X Special Revenue Fund” and
“MEASURE X” herein.

ESTIMATED SOURCES AND USES OF FUNDS

The following is a summary of the anticipated sources and uses of funds relating to the issuance
of the Bonds:

Sources:

Principal Amount $
Plus: Net original issue [premium/discount]

Less: Underwriter’s discount

Total Sources $
Uses:
Project Account $
Reserve Account (M
Costs of Issuance
Total Uses $
[(1) The 2018 Reserve Policy will be deposited in the Reserve Account in an amount equal to the initial Reserve
Requirement for the Bonds. See “SECURITY FOR THE BONDS — Project Trust Fund — Reserve Account.”)
2) Costs of Issuance include fees and expenses for Bond Counsel, Disclosure Counsel, Municipal Advisor, Trustee,

printing expenses, title insurance, rating fees, [the premium for the 2018 Bond Insurance Policy, the premium for the
2018 Reserve Policy,] and other costs. [On the Delivery Date, the Underwriter will retain from the purchase price of
the Bonds an amount equal to the premiums for the 2018 Bond Insurance Policy and the 2018 Reserve Policy and pay
such premiums to the Bond Insurer on the Delivery Date on behalf of the Authority.]

[The remainder of this page is intentionally left blank.]
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ANNUAL DEBT SERVICE

The following table shows the annualized debt service for the Bonds by Bond Year (assuming no
optional redemption or extraordinary redemption prior to scheduled maturity):

Bond Year
Ending Annual Debt
May 1 Principal Interest Service

2019 $ $ $
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047

TOTAL $ $ $

THE BONDS
General

The Bonds will be issued in the aggregate principal amount and will mature on the dates and bear
interest at the rates per annum as set forth on the inside front cover of this Official Statement. The Bonds
will be issued in authorized denominations of $5,000 or integral multiples thereof and will be dated their
date of delivery. The Bonds will be initially delivered as one fully registered certificate for each maturity
(unless the Bonds of such maturity bear different interest rates, then one certificate for each interest rate
among such maturity) and will be delivered by means of the book-entry system of DTC. See “— Book-
Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.
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While the Bonds are subject to the book-entry system, the principal and interest with respect to
the Bonds will be paid by the Trustee to DTC for subsequent disbursement to beneficial owners of the
Bonds. See “— Book-Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY
SYSTEM” herein.

Interest on the Bonds will be calculated on the basis of a 360-day year of twelve 30-day months
and payable on May 1 and November 1 of each year, commencing May 1, 2019 (each an “Interest
Payment Date”), until maturity or earlier redemption thereof. Interest with respect to any Bond will be
payable to the person appearing on the registration books of the Trustee as the Owner thereof, such
interest to be paid by check or draft mailed to such Owner on the Interest Payment Date by first class mail
at such Owner’s address as it appears on such registration books at the close of business on the fifteenth
day of the calendar month preceding an Interest Payment Date (each, a “Record Date”). Payment of
interest with respect to the Bonds may, at the option of any Owner of at least $1,000,000 in aggregate
principal amount of Bonds, be transmitted by wire transfer to an account specified in writing to the
Trustee at least fifteen (15) days prior to the applicable Record Date by said Owner. Any such written
request will remain in effect until rescinded in writing by the Owner

Transfer and Exchange

The following provisions regarding the exchange and transfer of the Bonds apply only during any
period in which the Bonds are not subject to DTC’s book-entry system. While the Bonds are subject to
DTC’s book-entry system, their exchange and transfer will be effected through DTC and the Participants
and will be subject to the procedures, rules and requirements established by DTC. See “— Book-Entry
Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.

The Bonds may be transferred or exchanged on the books maintained by the Trustee under the
terms and conditions set forth in the Trust Agreement, including payment of any tax, fee or other
governmental charge on such transfer or exchange. The Trustee may deem and treat the person in whose
name any Bond will be registered upon the books of the Trustee as the absolute owner of such Bond,
whether such Bond shall be overdue or not, for the purpose of receiving payment of, or on account of, the
principal, if any, of and interest with respect to such Bond and for all other purposes. Each Bond will be
transferable only upon the books of the Trustee which will be kept for that purpose at the corporate trust
office of the Trustee, by the Bondowner in person or by such Bondowner’s attorney duly authorized in
writing, upon surrender thereof together with a written instrument of transfer satisfactory to the Trustee
duly executed by the Bondowner or such Bondowner’s duly authorized attorney. Upon the transfer of
any such Bond the Trustee will deliver in the name of the transferee a new Bond or Bonds of the same
aggregate principal amount and maturity and interest rate as the surrendered Bond. The Trustee will not
be required to transfer or exchange any Bonds selected for redemption or within 15 days before the
selection of Bonds for redemption.

Redemption

Optional Redemption. The Bonds maturing on or before May 1, 20 are not subject to optional
redemption prior to maturity. The Bonds maturing on or after May 1, 20 are subject to optional
redemption prior to maturity, at the option of the City pursuant to the Lease Agreement, as a whole or in
part on any date on or after May 1, 20 from available finds in the Redemption Account including the
amount of the Lease Prepayment Price in the event the City exercises its option to prepay the Lease
Payments under the Lease Agreement, at a redemption price equal to 100 percent of the principal amount
of the Bonds to be redeemed, together with interest accrued thereon to the date fixed for redemption,
without premium.
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Mandatory Term Bond Redemption. The Bonds maturing on May 1,20 and May 1, 20 are
subject to mandatory redemption, by lot, in the principal amounts hereinafter set forth, without premium,
on May 1 of each year, commencing on May 1, 20 and May 1, 20__, respectively, from the principal
portion of the Lease Payments required to be on deposit in the Lease Payment Account on the Lease
Payment Date immediately prior to May 1 of each of the years and in the amounts as follows:

Term Bonds maturing May 1, 20

Year Principal

$

(Maturity)
Term Bonds maturing May 1, 20

Year Principal

$

(Maturity)

Extraordinary Redemption From Insurance or Condemnation Proceeds. The Bonds are
subject to redemption in whole or in part, without premium, on any date in the principal amount thereof,
together with accrued interest to the date fixed for redemption, upon the occurrence of damage,
destruction or condemnation of the Property, or any portion thereof, which results in (a) Net Insurance
Proceeds remaining after the repair, restoration or replacement of the Property pursuant to the Lease
Agreement or (b) the City’s election to apply the Net Insurance Proceeds to the redemption of all or a
portion of the Bonds pursuant to the Lease Agreement.

As defined in the Trust Agreement and the Lease Agreement, “Net Insurance Proceeds” means
any insurance or condemnation proceeds paid with respect to the Property and remaining after payment
therefrom of all expenses incurred in the collection thereof; and, with respect to insurance, if and at such
time as the City elects to provide self-insurance under the Lease Agreement, any moneys paid from any
self-insurance fund of City.

See “THE LEASE AGREEMENT — Abatement” and “— Insurance” and “SECURITY FOR THE
BONDS - Project Trust Fund — Insurance and Condemnation Account” herein for further discussion
regarding the provisions of the Trust Agreement pertaining to the Insurance and Condemnation Account.

Selection of Bonds for Redemption. If less than all of the Bonds of a single maturity are called
for redemption, the particular Bonds or portions thereof to be redeemed will be selected by the Trustee by
lot in any manner which the Trustee in its sole discretion shall deem appropriate and fair. The portion of
any Bond of a denomination of more than $5,000 to be redeemed will be in the principal amount of
$5,000 or an integral multiple thereof, and, in selecting portions of such Bonds for redemption, the
Trustee will treat each such Bond as representing that number of Bonds of $5,000 denomination which is
obtained by dividing the principal amount of such Bond to be redeemed in part by $5,000.
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Unless the City directs the Trustee in writing as to any other method of redemption, whenever
provisions are made for the redemption of Bonds in part, the Bonds to be redeemed will be redeemed
from each maturity, with the mandatory redemption schedule set forth above to be adjusted accordingly,
in order to maintain substantially the same proportionate amount of annual principal payments with
respect to the remaining maturities of the Bonds as existed prior to redemption.

Notice of Redemption. When redemption of Bonds is required under the Trust Agreement, the
Trustee will, at the expense of the City, give notice of the redemption of such Bonds, the redemption date
and the place or places where amounts due upon such redemption will be payable and, if less than all of
the Bonds are to be redeemed, the letters and numbers of such Bonds so to be redeemed, and, in the case
of Bonds to be redeemed in part only, such notice will also specify the respective portions of the principal
amount thereof to be redeemed. Such notice will further state that on such date there will become due and
payable upon each Bond to be redeemed the principal amount to be redeemed, together with interest
accrued to the redemption date, and that from and after such date interest on the principal amount
redeemed will cease to accrue and be payable. The Trustee will mail a copy of such notice, postage
prepaid, first class United States mail, not less than 30 days and not more than 60 days before the
redemption date, to the Bondowners of any Bonds or portions of Bonds which are to be redeemed, at their
addresses as the same appear upon the registry books, but neither the failure of a Bondowner to receive
such notice nor any immaterial defect therein will affect the validity of the proceedings for the redemption
of Bonds.

The Authority will have the right to rescind any optional redemption by written notice to the
Trustee prior to the date fixed for redemption. Any notice of optional redemption will be cancelled and
annulled if for any reason funds will not be or are not available on the date fixed for redemption for the
payment in full of the Bonds then called for redemption, and such cancellation will not constitute an
Event of Default under this Trust Agreement. The Authority, the City, and the Trustee will have no
liability to the Owners or any other party related to or arising from such rescission of redemption. The
Trustee will mail notice of such rescission of redemption in the same manner as the original notice of
redemption was sent

However, while the Bonds are subject to DTC’s book-entry system, the Trustee will be required to
give notice of redemption only to DTC as provided in the letter of representations executed by the
Authority and received and accepted by DTC. DTC and the Participants will have sole responsibility for
providing any such notice of redemption to the beneficial owners of the Bonds to be redeemed. Any
failure of DTC to notify any Participant, or any failure of Participants to notify the Beneficial Owner of
any Bonds to be redeemed, of a notice of redemption or its content or effect will not affect the validity of
the notice of redemption, or alter the effect of redemption set forth in the Trust Agreement. See “— Book-
Entry Only System” below and “APPENDIX D — DTC’S BOOK ENTRY-ONLY SYSTEM” herein.

Effect of Redemption. When notice of redemption has been duly given as set forth in the Trust
Agreement, and moneys for payment of the redemption price of, together with interest accrued to the date
fixed for redemption on the Bonds (or portions thereof) so called for redemption being held by the
Trustee, on the redemption date designated in such notice, the Bonds (or portions thereof) so called for
redemption will become due and payable, interest on the Bonds so called for redemption will cease to
accrue, those Bonds (or portions thereof) will cease to be entitled to any benefit or security under the
Trust Agreement, and the Owners of those Bonds will have no rights in respect thereof except to receive
payment of the redemption price thereof. All moneys held by or on behalf of the Trustee for the payment
of principal of or interest on Bonds, whether at redemption or maturity, will be held in trust for the
account of the Owners thereof and the Trustee will not be required to pay Owners any interest on, or be
liable to Owners for any interest earned on, moneys so held.
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Book-Entry Only System

The Bonds will be issued as one fully registered bond certificate without coupons for each
maturity (unless the Bonds of such maturity bear different interest rates, then one certificate for each
interest rate among such maturity) and, when issued, will be registered in the name of Cede & Co., as
nominee of DTC. DTC will act as securities depository of the Bonds. Individual purchases of the Bonds
may be made in book-entry form only, in the principal amount of $5,000 and integral multiples thereof.
Purchasers will not receive certificates representing their interest in the Bonds purchased. Principal and
interest will be paid to DTC, which will in turn remit such principal and interest to its participants for
subsequent disbursement to the beneficial owners of the Bonds as described in this Official Statement. So
long as DTC’s book-entry system is in effect with respect to the Bonds, notices to Owners of the Bonds
by the Authority or the Trustee will be sent to DTC. Notices and communication by DTC to its
participants, and then to the beneficial owners of the Bonds, will be governed by arrangements among
them, subject to then effective statutory or regulatory requirements. See “APPENDIX D — DTC’S
BOOK-ENTRY ONLY SYSTEM?” for further information regarding DTC and the book-entry system.

SECURITY FOR THE BONDS

The following is a summary of selected provisions of the Trust Agreement. This summary does
not purport to be complete or definitive and it is qualified in its entirety by reference to the Trust
Agreement, a copy of which is available upon request from the Authority or the corporate trust office of
the Trustee. See also “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — TRUST
AGREEMENT.”

Pledge of Trust Estate under Trust Agreement

The Trust Agreement provides that the Bonds are special obligations of the Authority and are
secured by an irrevocable pledge of, and are payable as to principal and interest from, the Trust Estate.
As defined in the Trust Agreement, “Trust Estate” means all right, title and interest of the Trustee in and
to the Lease Payments, Additional Payments and the Lease Agreement including, without limitation, all
amounts from time to time deposited in accordance with the provisions of the Lease Agreement in the
accounts and subaccounts created pursuant to the Trust Agreement, including all investments and
investment earnings thereon, excluding, however, all moneys deposited or required to be deposited in the
Rebate Fund or the Project Account of the Project Trust Fund.

So long as the Lease Agreement is in effect, all Lease Payments, insurance proceeds, requisition
or indemnity payments and other payments of any kind constituting a part of the Trust Estate payable to
the Trustee with respect to the Property under the terms of the Lease Agreement and the Assignment
Agreement, will be paid directly to the Trustee for distribution, in accordance with the Trust Agreement,
to or for the Bondowners. All amounts payable by the Trustee with respect to the Bonds pursuant to
the Trust Agreement will be paid only from the income of and proceeds from the Trust Estate and
only to the extent that the Trustee will have actually received sufficient income or proceeds from
the Trust Estate to make such payments in accordance with the terms of the Trust Agreement.

Project Trust Fund

There is established with the Trustee a special trust fund to be designated as the “Project Trust
Fund.” The Trustee will keep the Project Trust Fund separate and apart from all other funds and moneys
held by it. Within the Project Trust Fund, the Trust Agreement establishes the following accounts that
comprise a portion of the Trust Estate, subject to the terms and conditions of the Trust Agreement: a
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Lease Payment Account, a Reserve Account, a Redemption Account, and an Insurance and
Condemnation Account.

Lease Payment Account. All Lease Payments received by the Trustee with respect to the Lease
Agreement will be deposited by the Trustee in the Lease Payment Account immediately upon their
receipt. On or about May 1 of each year the Trustee will give written notice to the Authority of the
amount of Lease Payments due in the next following Bond Year. The Trustee will pay from the Lease
Payment Account, on each Interest Payment Date, the amount required for the interest payable on such
date and the amount required for the principal payable, if any, on such date. Such amounts will be
applied by the Trustee on the due dates thereof.

The Trustee will also transfer to the Redemption Account from the Lease Payment Account any
amount available therein to pay principal, premium, if any, and the accrued interest with respect to Bonds
to be redeemed pursuant to the Trust Agreement.

Reserve Account. The Reserve Requirement will be maintained by the Trustee in the Reserve
Account until the Lease Payments are paid in full, the Bonds have been redeemed with Net Insurance
Proceeds, the City has paid the Lease Prepayment Price and any related Additional Payments in
accordance with the Lease Agreement, or the Trust Agreement is terminated. The Trustee will apply
moneys in the Reserve Account as provided in the Trust Agreement. The Trustee shall value the
investment of moneys in the Reserve Account, pursuant to the Trust Agreement.

If on any Interest Payment Date the amount in the Lease Payment Account is less than the
amount required for the interest payable with respect to the Bonds on said date, the Trustee will withdraw
from the Reserve Account and deposit in the Lease Payment Account the amount necessary to make good
the deficiency. Any amounts transferred from the Reserve Account will not be considered payment in
full or in part of a Lease Payment and such amount will, upon receipt of the delinquent Lease Payment, be
repaid from such Lease Payment to the Reserve Account.

If on an Interest Payment Date the amount in the Lease Payment Account is less than the amount
required for the principal payable with respect to the Bonds on such date, the Trustee will withdraw from
the Reserve Account and deposit in the Lease Payment Account the amount necessary to make good the
deficiency. Any amounts transferred from the Reserve Account will not be considered payment in full or
in part of any Lease Payment and shall, upon receipt of the delinquent Lease Payment, be repaid from
such Lease Payment to the Reserve Account.

Whenever the amount in the Reserve Account, together with the amount in the Lease Payment
Account, is sufficient to pay in full all Outstanding Bonds in accordance with their terms, the funds on
deposit in said Reserve Account will be transferred to the Lease Payment Account and applied to the
payment of Bonds. Any provision of the Trust Agreement to the contrary notwithstanding, so long as
there shall be held in the Lease Payment Account an amount sufficient to pay in full all Outstanding
Bonds in accordance with their terms, no deposits will be required to be made into the Reserve Account.

Moneys in the Reserve Account will be used solely for the purpose of:

(a) making up deficiencies in the Lease Payment Account for the payment of interest and
principal on the Bonds as provided in the Trust Agreement; or

(b) providing for the payment of the final Lease Payment in which event the Trustee will
transfer all amounts on deposit in the Reserve Account to the Lease Payment Account to be applied as a
credit against said final Lease Payment.
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If ten (10) days prior to any Lease Payment Date the amount on deposit in the Reserve Account is
less than the Reserve Requirement, the Trustee will notify the Authority and the City, and the City will
include the amount necessary to meet the Reserve Requirement with its next Lease Payment on such
Lease Payment Date as an Additional Payment.

The Authority reserves the right to substitute, at any time and from time to time, one or more
Alternative Reserve Account Security Instruments in substitution for or in place of all or any portion of
the Reserve Requirement, under the terms of which the Trustee is unconditionally entitled to draw
amounts when required for the purposes thereof. Upon deposit by the Authority with the Trustee of any
such Alternative Reserve Account Security Instrument, the Trustee will withdraw from the Reserve
Account and transfer to the Authority for deposit in the Lease Payment Account an amount equal to the
principal amount of such Alternative Reserve Account Security Instrument.

[The Reserve Account will initially be funded with the 2018 Reserve Policy to be issued by the
2018 Reserve Insurer in the amount of the Reserve Requirement for the Bonds. Notwithstanding
anything to the contrary set forth in the Trust Agreement, amounts drawn under the 2018 Reserve Policy
shall be available only for the payment of scheduled principal and interest on the Bonds when due.]

If and to the extent that the Reserve Account has been funded with a combination of cash (or
Investment Securities) and an Alternative Reserve Account Security Instrument, then all such cash (or
Investment Securities) shall be completely used before any demand is made on such Alternative Reserve
Account Security Instrument, and replenishment of the Alternative Reserve Account Security Instrument
will be made prior to any replenishment of any such cash (or Investment Securities). If the Reserve
Account is funded, in whole or in part, with more than one Alternative Reserve Account Security
Instruments, then any draws made against such Alternative Reserve Account Security Instrument shall be
made pro-rata among the Alternative Reserve Account Security Instruments (calculated by reference to
the coverage then available thereunder).

Redemption Account. The Trustee will apply moneys in the Redemption Account as provided in
the Trust Agreement. Amounts in the Redemption Account will be applied to the redemption of Bonds.
Interest on Bonds so redeemed will be paid from the Lease Payment Account, except to the extent Net
Insurance Proceeds are used to pay such interest, and all expenses in connection with such redemption
will be paid by the City.

The Trustee will deposit in the Redemption Account, as received, all moneys, if any, paid to it by
the City for prepayment of Lease Payments pursuant to the Lease Agreement and the Trust Agreement.
Also, in the event of termination of the Lease Term pursuant to the Lease Agreement, the Trustee will
transfer to the Redemption Account all moneys on hand in the Lease Payment Account. All of said
moneys will be set aside in the Redemption Account for the purpose of redeeming the Bonds in advance
of their maturity and will be applied on or after the date of redemption designated pursuant to the Trust
Agreement to the payment of principal, premium, if any, and accrued interest, if any, with respect to the
Bonds to be redeemed upon presentation and surrender of such Bonds.

Insurance and Condemnation Account. Subject to the provisions of the Lease Agreement, the
proceeds of insurance, if any, maintained pursuant to the Lease Agreement against physical loss of or
damage to the Property or any portion thereof, any proceeds of title insurance maintained pursuant to the
Lease Agreement, and any condemnation awards constituting Net Insurance Proceeds will be deposited in
the Insurance and Condemnation Account immediately upon receipt and applied as provided in the Lease
Agreement.
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Assignment of Rights; Events of Default; No Acceleration

Pursuant to the Assignment Agreement, the Authority has transferred, assigned and set over to the
Trustee all of the Authority’s rights in and to the Lease Agreement (except the Authority’s rights to
indemnification, to give approvals and consents thereunder, and to payment or reimbursement for any
costs or expenses thereunder), including without limitation all of the Authority’s right to receive Lease
Payments from the City under the Lease Agreement, its right to receive the proceeds of insurance or of an
eminent domain award on the Property, its right to re-let the Property in the event of default by the City
under the Lease Agreement (an “Event of Default”), its right to enforce payment of such Lease Payments
when due, or otherwise protect its interests and enforce its rights under the Lease Agreement.

The Trustee shall have no right to declare the principal of or interest on the Bonds to be due and
payable immediately.

Parity Obligations

In addition to the Bonds, the Authority has the right under the Trust Agreement to issue any
bonds, notes, or other similar evidences of indebtedness, payable out of the Lease Payments and which, as
provided in the Trust Agreement or any Supplemental Trust Agreement, rank on a parity with the Bonds
(the “Parity Obligations”). Any such Parity Obligations will be issued under and pursuant to a
Supplemental Trust Agreement which shall specify: (i) the maturity date or dates of such Parity
Obligations, which shall be May 1 in any given year; (ii) the interest payment dates, which shall be May 1
and November 1; (iii) the terms, if any, for call and redemption of such Parity Obligations prior to
maturity; and (iv) the interest rate or rates on such Parity Obligations and any other matters deemed
appropriate or necessary and not inconsistent with the provisions of the Trust Agreement.

All of the Parity Obligations will be executed by the Authority for issuance under the Trust
Agreement and delivered to the Trustee and thereupon shall be delivered by the Trustee upon a Certificate
of Authorized Representative of the Authority but only upon receipt by the Trustee of the following
documents or money or securities:

(a) A certified copy of the Supplemental Trust Agreement authorizing the issuance of such
Parity Obligations;

(b) A Certificate of Authorized Representative of the Authority as to the delivery of such
Parity Obligations;

(c) An opinion of Bond Counsel substantially to the effect that (i) the Authority has the right
and power under the Law to execute and deliver such Supplemental Trust Agreement, and such
Supplemental Trust Agreement has been duly executed and delivered by the Authority, and the Trust
Agreement and such Supplemental Trust Agreements are in full force and effect and are valid and binding
upon the Authority and enforceable in accordance with their terms (except as enforcement may be limited
by bankruptcy, insolvency, reorganization and other similar laws relating to the enforcement of creditors’
rights and similar qualifications); (ii) such Parity Obligations are valid and binding special obligations of
the Authority, enforceable in accordance with their terms (except as enforcement may be limited by
bankruptcy, insolvency, reorganization and other similar laws relating to the enforcement of creditors’
rights) and are subject to the terms of the Trust Agreement and all Supplemental Trust Agreements and
entitled to the benefits of the Trust Agreement and all such Supplemental Trust Agreements and the Law,
and such Parity Obligations have been duly and validly issued in accordance with the Law and the Trust
Agreement and all such Supplemental Trust Agreements; and (iii) the obligation of the City to make the
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Lease Payments during the term of the Lease Agreement as amended pursuant to the Trust Agreement is a
valid and binding obligation of the City;

(d) A Certificate of the Authority (i) certifying that the Authority is in compliance with all
agreements and covenants contained herein in all material respects and that no Event of Default has
occurred or is continuing; (ii) stating that the Authority and the City have entered into an amendment to
the Lease Agreement pursuant to which the City is obligated to make Lease Payments at times and in
amounts sufficient to provide for payment of the principal of and interest on the Bonds (including such
Parity Obligations) which will be Outstanding following the sale and delivery of such Parity Obligations;
(iii) stating that provisions have been made for the deposit into the Reserve Account for such issue of
Parity Obligations; and (iv) containing such additional statements as may be reasonably necessary to
show compliance with the requirements of the Trust Agreement;

(e) An executed copy of the amendment to the Lease Agreement; and

® Such further documents, money and securities as are required by the provisions of the
Trust Agreement and the Supplemental Trust Agreement providing for the issuance of such Parity
Obligations.

See “APPENDIX C - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - TRUST
AGREEMENT.”

THE LEASE AGREEMENT

The following is a summary of selected provisions of the Lease Agreement between the City and
the Authority. This summary does not purport to be complete or definitive and it is qualified in its
entirety by reference to the Lease Agreement, a copy of which is available upon request from the
Authority or the corporate trust office of the Trustee. See also “APPENDIX C — SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS — LEASE AGREEMENT.”

General

The City and the Authority have entered into the Lease Agreement, whereby the Authority will
sublease the Property to the City in consideration of the payment by the City of Lease Payments sufficient
to pay principal and interest on the Bonds.

Lease Payments

Lease Payment Date. Subject to the provisions of the Lease Agreement, the City agrees to pay to
the Authority, its successors and assigns, as annual rental for the use and possession of the Property, the
Lease Payments (denominated into interest portions and principal portions) to be due and payable in
arrears on the 15th day of the month preceding an Interest Payment Date or if such a day is not a Business
Day then on the next succeeding Business Day (each such day a “Lease Payment Date™).

Credits. Any amount held in the Lease Payment Account on any Lease Payment Date (other than
amounts required for payment of past due principal or interest with respect to any Bonds that have
matured or been called for redemption and have not been presented for payment or amounts which have
been paid with respect to a prior Lease Payment Date but not yet distributed to Bond Owners) will be
credited toward the Lease Payment then due and payable.
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No Lease Payment will be made on any Lease Payment Date if the amounts then held in the
Lease Payment Account (other than those amounts excluded under the prior sentence) are at least equal to
the cumulative total of Lease Payments then required to be paid.

Rate on Overdue Payments. In the event the City should fail to make any Lease Payment
required by the Lease Agreement, or any portion of any such Lease Payment, the Lease Payment or
portion in default shall continue as an obligation of the City until the amount in default shall have been
fully paid, and the City agrees to pay the same with interest thereon, to the extent permitted by law, from
the date such amount was originally payable at the highest rate of interest on any Outstanding Bond.

No Withholding. Notwithstanding any dispute between the Authority and the City, the City shall
make all Lease Payments when due and shall not withhold any Lease Payment pending the final
resolution of such dispute.

Fair Rental Value. The Lease Payments and the Additional Payments shall be paid by the City
in consideration of the right of possession of, and the continued quiet use and enjoyment of, the Property
during each such period for which said rental is to be paid. The parties thereto have agreed and
determined that such total rental to be paid thereunder does not exceed the fair rental value of the Property
during the term of the Lease Agreement. In making such determination, consideration has been given to
the fair rental value of the Property (including but not limited to costs of maintenance, taxes and
insurance), the uses and purposes which may be served by the Property and the benefits therefrom which
will accrue to the City and the general public.

Budget and Appropriation. The City covenants in the Lease Agreement to take such action as
may be necessary to include all Lease Payments and Additional Payments due thereunder in its proposed
annual budget and its final adopted annual budget and to make the necessary appropriations for any
amount of Lease Payments and Additional Payments to be paid therefor. The City will furnish to the
Trustee a notice on or before each July 15 if it has not adopted such final annual budget providing for
such payments of all Lease Payments and Additional Payments.

The obligation of the City to pay Lease Payments and Additional Payments under the Lease
Agreement shall constitute a current expense of the City payable from the general fund of the City or any
other legally available funds and shall not in any way be construed to be a debt of the City, or the State, or
any political subdivision thereof, in contravention of any applicable constitutional or statutory limitation
or requirements concerning the creation of indebtedness by the City, the State, or any political subdivision
thereof, or an obligation of the City for which the City is obligated to levy or pledge any form of taxation
or for which the City has levied or pledged any form of taxation.

Assignment of Lease Payments. The Authority’s rights under the Lease Agreement, including
the right to receive and enforce payment of the Lease Payments to be made by the City thereunder, have
been assigned by the Authority to the Trustee, subject to certain exceptions, pursuant to the Assignment
Agreement, to which assignments the City consents in the Lease Agreement. The Authority directs the
City, and the City agrees, to pay to the Trustee at the Trustee’s corporate trust office, or to the Trustee at
such other place as the Trustee may direct in writing, all Lease Payments or prepayments thereof payable
by the City under the Lease Agreement. The Authority will not assign or pledge the Lease Payments or
other amounts derived from the Property or from its other rights under the Lease Agreement except as
provided under the terms of the Lease Agreement, or its duties and obligations except as provided under
the Trust Agreement.

Additional Payments. In addition to the Lease Payments, the City will also pay such amounts
(the “Additional Payments”) as are required for the payment of all administrative costs of the Authority
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relating to the Property, including without limitation all expenses including usual and ordinary legal fees
and expenses, assessments, compensation and indemnification of the Authority and the Trustee payable
by the City, any amounts required to be rebated to the federal government in order to comply with the
provisions of Section 148 of the Code, taxes of any sort whatsoever payable by the Authority as a result
of its lease of the Property or undertaking of the transactions contemplated in the Lease Agreement or the
Trust Agreement, fees of auditors, accountants, attorneys or engineers, insurance premiums and other
items required by the Lease Agreement and all other necessary administrative costs of the Authority or
charges required to be paid by it in order to comply with the terms of the Bonds or of the Trust
Agreement (including but not limited to any Additional Payment required pursuant to the Trust
Agreement) or to indemnify the Trustee and its officers and directors. All such Additional Payments to
be paid under the Lease Agreement will be paid when due directly by the City to the respective parties to
whom such Additional Payments are owing.

Measure X Special Revenue Fund

As long as the Measure X Sales Tax may be legally imposed by the Transportation Agency for
Monterey County (“TAMC”) and the Measure X Revenues may be allocated to the City and for so long
as the Lease Payments are due to the Authority under the Lease Agreement, the City agrees in the Lease
Agreement to establish a Measure X Special Revenue Fund to be held by the Treasurer or other
appropriate financial officer of the City (the “Treasurer”). All Measure X Revenues will be deposited
with the Treasurer and credited to the Measure X Special Revenue Fund.

Commencing November 1, 2018, the Treasurer will transfer moneys from the Measure X Special
Revenue Fund to pay the Lease Payments in accordance with the Lease Agreement. Any Measure X
Revenues in excess of the amounts budgeted, as required by the Lease Agreement, for the payment of the
Lease Payments coming due in the applicable Fiscal Year will constitute surplus revenues in the Measure
X Special Revenue Fund. After all covenants contained in the Lease Agreement have been duly
performed, and provided that there are no amounts then owing to Authority or the Trustee by the City,
such surplus revenues may be used for: (1) extensions and betterments of the Project; or (2) any lawful
purpose of the City.

Notwithstanding anything in the Lease Agreement to the contrary, neither the establishment of
the Measure X Special Revenue Fund nor any other provision of the Lease Agreement will be construed
as a pledge of the Measure X Revenues or any other general or special fund of the City. See “MEASURE
X’ herein.

Substitution of Property

Notwithstanding anything in the Lease Agreement to the contrary, the real or personal property
constituting the Property (including without limitation the Site and the public facilities and improvements
thereon) may be substituted, in whole or in part, by other properties, at the option of the City; provided,
that the following conditions shall have been satisfied: (i) such substitution does not, in the opinion of
Bond Counsel, adversely affect the tax-exempt status of the Bonds; (ii) the City certifies to the Authority
and the Trustee that the fair rental value of the substituted property is at least equal to the Lease Payments
each year for the remaining term of the Lease Agreement; (iii) the City has been advised by the rating
agencies then rating the Bonds that such substitution will not, in and of itself, result in a reduction of such
ratings on the Bonds; (iv) in the event that the substituted property consists in whole or in part of real
property, a California Land Title Association insurance policy (or, at the City’s sole discretion, an
American Land Title Association insurance policy) on the substituted property has been obtained and
evidence that any existing title insurance with respect to the portion of the Property remaining after such
substitution is not affected; and (v) the parties to the Lease Agreement will amend the Lease Agreement
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(and any “short form” or “Memorandum of Lease Agreement” recorded pursuant to the Lease
Agreement) to properly reflect such substitution.

Abatement

Lease Payments and Additional Payments are payable by the City on each Lease Payment Date
for and in consideration of the right to use and occupy the Property. Except as otherwise specifically
provided in the Lease Agreement, the obligation of the City to pay Lease Payments and Additional
Payments due under the Lease Agreement shall be abated during any period in which, by reason of
material damage or destruction to, or condemnation of, the Property or any portion thereof, or defects in
title to the Property, there is substantial interference with the use and possession by the City of all or such
portion of the Property. The amount of abatement will be such that the resulting Lease Payments and
Additional Payments during which such interference continues, do not exceed the fair rental value of the
portions of the Property as to which such damage, destruction, condemnation or title defects do not
substantially interfere with the City’s use and possession of the Property. Such abatement will continue
for the period commencing with the date of such interference and ending with the restoration of the
Property to tenantable condition. Except as provided in the Lease Agreement, in the event of such
damage, destruction or taking, the Lease Payments and Additional Payments shall continue in full force
and effect, and the City waives any right to terminate the Lease Agreement by virtue of any such damage,
destruction or taking.

See “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” See also
“BONDOWNERS’ RISKS — Abatement.”

Notwithstanding the foregoing, to the extent that moneys are available for the payment of Lease
Payments due under the Lease Agreement in certain of the funds and accounts established under the Trust
Agreement or are otherwise legally available to the Trustee under the Trust Agreement and the Lease
Agreement for such payments (including as a result of the availability of insurance proceeds), such Lease
Payments will not be abated as provided above but, rather, will be payable by the City as a special
obligation payable solely from said funds and accounts.

Events of Default; No Acceleration
Events of default under the Lease Agreement shall be any one or more of the following events:

(a) Payment Default. Failure by the City to pay any Lease Payment or Additional Payment
required to be paid thereunder on the date such payment is due thereunder.

(b) Covenant Default. Failure by the City to observe and perform any warranty, covenant,
condition or agreement on its part to be observed or performed therein or otherwise with respect thereto
or in the Property Lease, other than as referred to in clause (a) above, for a period of 60 days after written
notice specifying such failure and requesting that it be remedied has been given to the City by the
Authority; provided, however, if the failure stated in the notice cannot be corrected within the applicable
period, then no event of default shall have occurred so long as corrective action is instituted by the City
within the applicable period and diligently pursued until the failure is corrected.

(c) Bankruptcy or Insolvency. The filing by the City of a case in bankruptcy, or the
subjection of any right or interest of the City under the Lease Agreement to any execution, garnishment or
attachment, or adjudication of the City as a bankrupt, or assignment by the City for the benefit of
creditors, or the entry by the City into an agreement of composition with creditors, or the approval by a
court of competent jurisdiction of a petition applicable to the City in any proceedings instituted under the
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provisions of the federal bankruptcy code, as amended, or under any similar act which may hereafter be
enacted.

Remedies on Default. Whenever any event of default referred to in the Lease Agreement shall
have happened and be continuing, it shall be lawful for the Authority to exercise any and all remedies
available pursuant to law or granted pursuant to the Lease Agreement; provided, however, that
notwithstanding anything therein or in the Trust Agreement to the contrary, THERE SHALL BE NO
RIGHT UNDER ANY CIRCUMSTANCES TO ACCELERATE THE LEASE PAYMENTS OR
OTHERWISE DECLARE ANY LEASE PAYMENTS NOT THEN DUE OR PAST DUE TO BE
IMMEDIATELY DUE AND PAYABLE.

Insurance

Pursuant to the Lease Agreement, the City will procure and maintain insurance on the Property,
as follows: (a) a commercial general liability insurance policy or policies naming as additional insureds
the Authority, the Trustee, and their directors, officers, agents and employees, insuring against all direct
or contingent loss or liability for damages for bodily injury, death or property damage occasioned by
reason of the use or operation of the Property, in the form of a combined single limit policy in the
minimum amount of $10,000,000 (such insurance may be maintained as part of or in conjunction with
any other liability insurance carried by the City); (b) workers’ compensation insurance to the extent
required by the laws of the State of California and to the extent applicable to the City; (c) insurance
against loss or damage to any part of the Property against all perils included within the classification of
fire, extended coverage, vandalism, and malicious mischief (including, as nearly as practicable, loss or
damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke, sprinkler damage, boiler
explosion and such other hazards as are normally covered by such insurance), in an amount equal to 100
percent of the replacement cost of the improvements on the Property, which insurance may include a
deductible in an amount not exceeding $100,000 (expressed in 2018 dollars, to be adjusted annually for
the rate of inflation, as measured by the Consumer Price Index for the State, as maintained by the Bureau
of Labor Statistics, United States Department of Labor); and (d) rental interruption insurance to cover
loss, total or partial, of the use of any part of the Property as the result of any of the hazards covered in the
insurance required by clause (c) above and the resulting loss of rental income to the Trustee, as assignee
of the Authority, in an amount sufficient to pay the maximum remaining principal and interest portions of
Lease Payments due under the Lease Agreement for a period of at least 24 months, provided the Net
Insurance Proceeds of such rental interruption insurance will be paid to the Trustee for deposit in the
Lease Payment Account and will be credited towards the payment of Lease Payments in the order in
which such Lease Payments become due and payable. The City shall annually certify to the Trustee that
the insurance policies required by the Lease Agreement are in full force and effect and will provide the
Trustee with copies of such policies upon request.

As an alternative to providing the insurance required by clauses (a) or (b) of the foregoing
paragraph, the City may provide a self-insurance method or plan of protection (but only from a special
fund of the City or other source for which the General Fund of the City is not in any fashion obligated nor
to which the City is otherwise obligated to make payments), covering one or all of the insurance
coverages required to be provided by clauses (a) and (b), so long as (i) such self-insurance method or plan
of protection will afford reasonable protection to the Authority and the Trustee, in light of all
circumstances, giving consideration to cost, availability and similar plans or methods of protection
adopted by counties in the State other than the City, (ii) the City shall have provided evidence to the
Authority and the Trustee that the City has segregated amounts in a special insurance reserve meeting the
requirements of this Section, and (iii) in the reasonable opinion of the City’s risk manager or a reputable
independent insurance consultant, such self-insurance is maintained at an actuarially sound level for the
purpose of the Lease Agreement.

-18-
12425-0019\2200089v7.doc Packet Page 239



In the event of any damage to or destruction of the Property caused by the perils covered by such
insurance, the Net Insurance Proceeds will be applied to the reconstruction, repair or replacement of the
damaged or destroyed portion of the Property. The City will begin such reconstruction, repair or
replacement promptly after such damage or destruction occurs, and will continue and properly complete
such reconstruction, repair or replacement as expeditiously as possible, and will pay out of such Net
Insurance Proceeds all costs and expenses in connection with such reconstruction, repair or replacement
so that the same shall be completed and the Property will be free and clear of all claims and liens except
as provided in the Lease Agreement.

Notwithstanding the foregoing, the City will prepay Lease Payments in whole or in part if
(1) replacement or repair of any portion of the Property are not economically feasible or in the best interest
of the City, or (ii) the City is not able make both of the following certifications: (a) the Net Insurance
Proceeds, together with any other funds supplied by the City in its discretion for such purpose, are
sufficient to restore the Property to a use which will have an annual fair rental value not less than the
annual Lease Payments and Additional Payments due under the Lease Payments (assuming that the
annual Additional Payments due in the future will equal the average annual Additional Payments prior to
such date), and (b) in the event that damage, destruction or taking results in an abatement of Lease
Payments and Additional Payments, such replacement or repair can be fully completed within a period
not in excess of the period in which legally available funds will be available to pay in full all Lease
Payments and Additional Payments coming due during such period. In the event the City prepays less
than all of the remaining principal portion of the Lease Payments, the amount of such prepayment will be
applied to reduce the principal portion of the remaining Lease Payments corresponding to the resulting
prepayment of the principal portion with respect to the Bonds. In such event, the City will deposit with
the Trustee (but solely to the extent of legally permitted funds) an amount which when combined with the
Net Insurance Proceeds will prepay enough Lease Payments such that the fair rental value of the
remaining portion of the Property are sufficient to pay the principal portions and interest portions due
under the Lease Agreement after such Net Insurance Proceeds and such deposit by the City are applied to
such prepayment.

The City will provide adequate reserves to cover the amount of any deductible provisions of the
insurance required to be maintained pursuant to the Lease Agreement.

Title Insurance. The City will obtain a California Land Title Association insurance policy (or, at
the City’s sole discretion, an American Land Title Association insurance policy) at the time of and dated
as of the Delivery Date for the Bonds in an aggregate amount not less than the aggregate principal amount
of the Bonds, payable to the Trustee, insuring the respective interests of the City and the Authority in the
Property, and insuring the validity of the Assignment Agreement, subject only to Permitted
Encumbrances, issued by a title insurance company qualified to do business in the State of California and
acceptable to the Insurer. To the extent permitted under the Trust Agreement, the costs of obtaining such
title insurance policy or policies may be paid out of the sale proceeds of the Bonds.

See “APPENDIX C — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — LEASE
AGREEMENT.”
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THE PROPERTY

Lease Payments will be made by the City to the Authority under the Lease Agreement for the
beneficial use and occupancy of the Property, consisting of the real property described in the Lease
Agreement, together with all improvements and facilities at any time situated thereon, as follows.

City Hall. Located at 440 Harcourt Avenue in the City, City Hall is an 18,432 square foot, two-
story reinforced concrete building. The City Council chambers and administrative offices of the City are
located on the upper level, and the City’s Police Department occupies the lower level. City Hall is
located in a FEMA 100-Year Flood Zone. The City maintains both flood and earthquake insurance with
respect to City Hall. Coverage limits are $150,000,000 per occurrence and in the annual aggregate for
covered locations under each of the flood insurance and earthquake insurance policies, with a deductible
under the flood insurance policy of $100,000 per occurrence and a deductible under the earthquake
insurance policy of 5% per unit of insurance subject to a minimum of $100,000 per occurrence. See
“BONDOWNERS’ RISKS — Natural Calamities” herein. Excluding personal property, the 2017-18
insured value is approximately $4.8 million.

Community (Oldemeyer) Center. Also known as the Oldemeyer Center, the Community Center
is a 25,000 square foot, two story concrete block building located at 986 Hilby Avenue in the City. The
Community Center is located within in a FEMA 500-Year Flood Zone. The City maintains both flood
and earthquake insurance with respect to the Community Center. Coverage limits are $150,000,000 per
occurrence and in the annual aggregate for covered locations under each of the flood insurance and
earthquake insurance policies, with a deductible under the flood insurance policy of $100,000 per
occurrence and a deductible under the earthquake insurance policy of 5% per unit of insurance subject to
a minimum of $100,000 per occurrence. See “BONDOWNERS’ RISKS — Natural Calamities” herein.
The Community Center offers a wide range of meeting rooms designed to offer meeting space for
organizations and individuals seeking a comfortable venue: the Bayonet Room, the Blackhorse Room,
Dance Studio, Laguna Grande Hall, the Seahorse Room, and the Seaside Room. Excluding personal
property, the 2017-18 insured value is approximately $4.3 million.

Fire Station. Located at 1635 Broadway in the City, the Fire Station consists of 8,312 square feet
and is a two-story, concrete block building. The Community Center is located within in a FEMA 500-
Year Flood Zone. The City maintains both flood and earthquake insurance with respect to the
Community Center. Coverage limits are $150,000,000 per occurrence and in the annual aggregate or
covered locations under each of the flood insurance and earthquake insurance policies, with a deductible
under the flood insurance policy of $100,000 per occurrence and a deductible under the earthquake
insurance policy of 5% per unit of insurance subject to a minimum of $100,000 per occurrence. See
“BONDOWNERS’ RISKS — Natural Calamities” herein. The City’s entire Fire Department operates out
of this Fire Station. Excluding personal property, the 2017-18 insured value is approximately $1.9
million.

As described under the caption “THE LEASE AGREEMENT — Substitution of Property,” the
City has the right to substitute other facilities after complying with the conditions of the Lease Agreement.
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AERIAL VIEWS OF THE PROPERTY

[insert aerials views of City Hall, Oldemeyer Community Center, and the Fire Station here]
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THE CITY
General

The City was founded in 1887 and incorporated on October 13, 1954 as a general law city. The
City is an approximately ten-square mile ocean-side community located on the Monterey Peninsula in
Monterey County (the “County”) on the central coast of California, approximately 120 miles south of San
Francisco. Based on an estimate by the California Department of Finance, the City’s population was
34,270, as of January 1, 2018. A portion of Fort Ord, a former United States Army post which has been
converted to civilian use, is located in the City. Located on the site of the former Fort Ord military base
are the Monterey Bay campus of California State University (CSUMB) and the Monterey College of Law.
The City’s Bayonet and Black Horse Golf Courses, a host to PGA Tour events (including the 2012 PGA
Professional National Championship), are also located on the site of the former Fort Ord military base.

The County borders the Pacific Ocean almost at the midpoint of the California coastline,
approximately 130 miles south of San Francisco and 240 miles north of Los Angeles and was
incorporated in 1850 as one of the State’s original 27 counties. The City of Salinas is the County seat.
The County covers an area of approximately 3,300 square miles, with a population in excess of 400,000.
Agriculture, tourism, and government are major contributors to the County’s economy. The Salinas
Valley, located in the eastern portion of the County, is a rich agricultural center and one of the nation’s
major vegetable producing areas. The Monterey Peninsula, famed for its scenic beauty, is a year-round
tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill, Poppy Hills and The Links at Spanish Bay
are well known Monterey Peninsula golf courses. The Monterey Bay Aquarium and the City of Carmel
also are attractions that draw tourists to the Monterey Peninsula.

City Government

The City has a Council-Manager form of government. The five-member City Council is a
legislative and policy-making body that is elected on a nonpartisan basis to represent the residents. The
Mayor is elected every two years in a general election held in November of even-numbered years. There
are four members of the City Council who have overlapping terms, with two members of the City Council
elected every two years by the voters through a general election. Each member of the City Council,
including the Mayor, have one-vote and are not subject to term limits. The City Manager is appointed by
the City Council to manage the daily operations of the City and is responsible for making policy
recommendations to the City Council and implementing City Council policy directives. The City’s Fiscal
Year 2018-19 budget provides authorization for employment of 149 full-time equivalent City employees.

The current City Council members and their respective term expiration dates are as follows:

Name and Office Term Expires

Ralph Rubio, Mayor December, 2018
Dennis Alexander, Mayor Pro Tem December, 2018
Jason Campbell, Council Member December, 2020
David R. Pacheco, Council Member December, 2020
Kayla Jones, Council Member December, 2020

Craig Malin is the City Manager of the City and the Executive Director of the Authority. The
City Manager is appointed by the City Council as the administrative head of the City. Mr. Malin was
appointed City Manager in December 2015 and is responsible to direct the daily operations of the City,
enforce City laws, prepare the municipal budget, and implement the policies and programs initiated by the
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City Council. The City Manager appoints all of the department heads and directly oversees their
operations.

Mr. Malin’s career in community building and organizational development spans three decades,
with experience in both public and private sectors. From 2001 through 2015, Mr. Malin served as City
Administrator of the City of Davenport, lowa, which is the county seat of Scott County in the State of
Iowa. Prior to 2001, Mr. Malin’s experience includes working with five cities, two counties, a
metropolitan planning organization, and a park district.

Mr. Malin is a member of the International City / County Management Association (ICMA) and
American Planning Association (APA), holding the American Institute of Certified Planners (AICP)
credential. He has attained the ICMA Credentialed Manager designation and has served on numerous
national ICMA and National League of Cities committees, including helping found the Sustainable
Communities Committee and rewriting the credentialing exam for the profession. Mr. Malin holds
Masters Degrees in Public Administration from University of Illinois, Human Resources Development
from Webster University, and Urban Planning & Policy from Roosevelt University. Mr. Malin was the
first city manager to complete both the National Preparedness Leadership Initiative and Senior Executive
in State & Local Government program at Harvard's John F. Kennedy School of Government.

Daphne Hodgson is the Deputy City Manager of Administrative Services of the City; this
position presently serves as the Finance Director and Treasurer of the City and the Treasurer of the
Authority and is responsible for the financial affairs of the City and the Authority. Ms. Hodgson assumed
the responsibilities of the Finance Director of the City in January 2002 and has served in that capacity for
over 16 years. Prior to her work with the City, Ms. Hodgson served in the finance director capacity in
several other cities for over 12 years and worked for several years in county government. She holds a
Bachelors Degree in Accounting from California State University of Sacramento and is a certified public
accountant. Ms. Hodgson is a member of California Society of Municipal Finance Officers and the
American Institute of Certified Public Accountants.

Ms. Hodgson is planning to retire in September 2018, after the sale of the Bonds has been
completed. The City Council is presently conducting a search for a new Finance Director. The Assistant
Finance Director, Travis Foster, will assume the responsibilities of the Finance Director of the City until a
new Finance Director has been selected and appointed by the City Manager.

Travis Foster is the Assistant Finance Director of the City and the Assistant Treasurer of the
Authority. Mr. Foster has been with the City since April 3, 2017. As the Assistant Finance Director, he
is responsible for the day-to-day financial processing, reporting and record-keeping activities as well as
complex accounting duties including preparation of the City-wide budget and financial statements. Mr.
Foster previously worked in Public Accounting and in the private sector as a Controller. He received his
Bachelor of Science Degree in Finance and his Master’s in Accountancy from San Jose State University.
Mr. Foster is a member of the California Society of Municipal Finance Officers and the Government
Finance Officers Association, as well as a CPA in the State of California

Richard Riedl, PE, is the Public Works Director and City Engineer for the City. Mr. Riedl has
been with the City since August 2007 and has worked in a variety of engineering capacities. He performs
a variety of management, engineering, planning and project management activities. He manages staff for
the public works department including the engineering division. As the City Engineer his responsibilities
include the design, investigation, construction, and administration of public works projects, including the
improvement and maintenance of the municipal water system, the sewer system, the storm drain system,
streets, parks and government buildings. In this capacity, Mr. Riedl oversees and approves studies and
contract documents for capital projects for these municipal programs and private land development
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programs. He oversees preparation of master planning documents and supporting studies and documents
for all public works projects and land development projects.

Mr. Riedl managed the reconstruction of the City’s downtown corridor and is currently managing
the reconstruction of several park facilities and city streets. Mr. Riedl managed the user fee increases for
the water utility and sewer utility, guiding them through the ballot and implementation process. Mr. Riedl
also manages the Seaside water conservation program and participates in the Seaside Watermaster TAC,
the Monterey Peninsula Regional Water Authority TAC, and the Monterey Peninsula Integrated Regional
Water Management Program. As an engineering consultant, Mr. Riedl designed and constructed several
wastewater and groundwater treatment systems, storm drain improvements, road improvements, and site
improvements for land development projects.

Mr. Riedl is a registered professional civil engineer in the State of California, holds a Bachelor of
Science degree in Mechanical Engineering from California State Long Beach and a Master of Science
degree in Civil and Environmental Engineering from Stanford University. Mr. Riedl is a member of and
has served on the Board of Directors for Monterey Bay Chapter of American Public Works Association
and the Monterey Bay Chapter of the California Society of Professional Engineers.

Lesley Milton-Rerig is the City Clerk and Public Affairs Officer of the City and the Authority
Secretary. Ms. Milton-Rerig was appointed by the City Manager to serve as City Clerk in August 2014
and oversees the compliance of the City’s nine Boards Commissions and Committees. Ms. Milton-Rerig
has more than 15 years of public service history, 7 years working in the City Clerk profession. As City
Clerk, Ms. Milton-Rerig serves the public as the City’s election official and compliance officer for the
Political Reform Act, the Brown Act and Public Records Act. She also serves as the legislative record
manager managing the City’s legislative actions, historical records, municipal code as well as legal
agreements. As Public Affairs Officer, Ms. Milton-Rerig facilitates the City’s public media programs
including the website and social media accounts and serves as the City’s Public Information Officer. Ms.
Milton-Rerig has a Bachelor's Degree in Criminal Justice and Master's Degree in Public Administration.
She has achieved certifications as a Certified Municipal Clerk, a Certified Project Manager and a
Certified Human Resources Specialist. Ms. Milton-Rerig is a member of the California City Clerks
Association, the International Institute of Municipal Clerks, the California Public Information Officers
Association, and the International City Managers Association.

Population
The following table shows the population for the City and Monterey County for the years shown:

TABLE 1
City of Seaside
City and County Population ’®
Calendar Years 2009-2018

Calendar Year City County Calendar Year City County
2009 32,660 412,233 2014 33,796 429,308
2010 32,955 415,108 2015 34,189 432,740
2011 32,856 417,892 2016 34,165 438,175
2012 33,352 423,072 2017 34,185 442,149
2013 33,757 427,147 2018 34,270 443,281

(1) As of January 1 of each year.
(2) Based on 2000 & 2010 census benchmark.
Source: Demographic Research Unit, California State Department of Finance.
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Employment and Industry

The following table shows certain employment statistics and the unemployment rate
the County and the State, for calendar years 2013 through 2017.

TABLE 2
City of Seaside
City, County and State Average Annual Employment Statistics
Calendar Years 2013 through 2017

for the City,

City County State
Labor Unemployment Unemployment Unemployment

Year Force Employed Rate Rate Rate
2013 18,100 16,200 10.6% 10.3% 8.9%
2014 18,300 16,600 9.3 9.0 7.5
2015 18,300 16,800 8.3 8.1 6.2
2016 18,400 17,000 7.8 7.7 5.5
2017 18,200 16,800 7.5 7.2 4.8

(1) Not seasonally adjusted. Figures represent the 12-month average for each such year.
Source: California Employment Development Department, Labor Market Information Division.

The following table shows the distribution of the labor force in the County from 2013 through

2017.
TABLE 3
County of Monterey
Annual Average Employment by Industry
Calendar Years 2013-2017
2013 2014 2015 2016 2017 @
Total Farm 52,200 53,000 53,300 52,500 52,500
Natural Resources, Mining & Construction 4,700 5,100 5,500 6,100 6,200
Manufacturing 5,300 5,400 5,500 5,400 5,600
Trade, Transportation and Utilities 25,400 25,700 26,000 26,100 26,100
Information 1,500 1,400 1,300 1,100 1,100
Financial Activities 4,000 4,000 4,100 4,200 4,300
Professional and Business Services 11,300 12,100 12,800 13,400 13,200
Educational and Health Services 17,500 18,000 18,400 18,800 19,600
Leisure and Hospitality 21,900 22,800 23,400 24,300 24,500
Other Services 4,800 4,900 5,000 5,100 5,200
Government 30,200 30,600 31,100 31,900 33,000
Total All Industries @ 176,700 182,000 186,100 189,500 191,100
Total Civilian Labor Force® 216,400 218,200 218,800 219,500 220,200

(1) Most recent year for which annual data is available (as of July 13, 2018).

(2) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers,

household domestic workers and workers on strike.

(3) Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household

domestic workers and workers on strike.
Source: California Employment Development Department, Labor Market Information Division.
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Largest Employers

The following table lists the principal employers in the City for Fiscal Year 2017-18. The City is
not aware of any significant changes since May 2016 to the principal employers shown in Table 4.

TABLE 4
City of Seaside
Principal Employers
Fiscal Year 2017-18

Number of Percent of Total

Employer Product/Function Employees Employment
U.S. Defense Department Military 1,300 40%
California State University Monterey Bay Education 1,000 31
Monterey Peninsula Unified School District Education 200 6
Seaside Auto Center, and related auto services  Auto sales and service 200 6

City of Seaside Government 150 5
Embassy Suites Lodging/visitor services 150 5
California Department of Motor Vehicles Government 100 3
Home Depot Retail 100 3
Holiday Inn Express Lodging/visitor services 40 1
Total Employment Listed 3,240 100%

Source: City of Seaside, compiled from City of Seaside Draft General Plan Update, May 2016, and other local resources.
Per Capita Personal Income

The following table shows the annual per capita personal income for the City, the County, the
State, and the United States of America from 2011 through 2016:

TABLE 5
City of Seaside, County of Monterey,
State of California, and the United States of America
Per Capita Personal Income ’®
Calendar Years 2011 through 2016

Year City @ County State U.S.

2011 $21,478 $42,422 $45,849 $42,463
2012 21,876 43,803 48,369 44,283
2013 22,703 44,816 48,570 44,489
2014 22,537 47,107 51,344 46,486
2015 21,331 51,256 54,718 48,429
2016 21,064 @ 52,448 @ 56,374 49,204

(1) Dollar estimates in current dollars (not adjusted for inflation).

(2) County, State and U.S. data computed using U.S. Bureau of the Census midyear population estimates. Estimates for
2011-2016 reflect county, State, and U.S. population estimates available as of March 2017.

(3) City population for calculating per capita personal income is based on U.S. Census population estimates and includes
estimated populations for military barracks and college dormitories. CSUMB is located entirely within the City’s
jurisdictional boundaries, and CSUMB student population is estimated at approximately 7,500.

(4) Most recent year for which data is available (as of July 13, 2018).

Source: City of Seaside, as shown in the Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2017, for

City data, and City of Seaside for footnote 3; U.S. Department of Commerce, Bureau of Economic Analysis for data for
County, State, and U.S.
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Median Household Income

The following table shows the “median household income in the past twelve months” for the
City, the County, the State, and the United States of America based on data collected over the most recent
five-year periods for which data is available. Dollar estimates in the first four years of each five-year
period are adjusted for inflation to the ending year of the applicable period based on the national
consumer price index. Data for single-year periods are not available for populations of less than 65,000,
for insufficient sample size reasons. Data should not be interpreted as year-by-year changes, due to
overlapping years in each data period.

TABLE 6
City of Seaside, County of Monterey,
State of California, and the United States of America
Median Household Income in the Past Twelve Months
Using Five-Year Estimates "

Data Period City County State U.S.
2007-2011 $58,403 $59,737 $61,632 $52,762
2008-2012 59,057 60,143 61,400 53,046
2009-2013 55,871 59,168 61,094 53,046
2010-2014 52,538 58,582 61,489 53,482
2011-2015 51,704 58,783 61,818 53,889
2012-2016 @ 53,406 60,889 63,783 55,322

(1) Represents data collected over the five-year periods, with dollar estimates in first four years of each five-year period
adjusted for inflation to the ending year of the applicable period based on the national consumer price index. Data for
single-year periods are not available for populations of less than 65,000, for insufficient sample size reasons. Data
should not be interpreted as year-by-year changes, due to overlapping years in each data period.

(2) Most recent five-year period for which data is available (as of July 30, 2018).

Source: U.S. Census Bureau, American Community Survey 5-Year Estimates.

[The remainder of this page is intentionally left blank.]
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Taxable Transactions

A summary of taxable sales within the City, by type of business, during the past five years for
which data is available is shown in the following table.

TABLE 7
City of Seaside
Taxable Transaction Valuation
Calendar Years 2012-2016

Business 2012 2013 2014 2015 @ 2016 @
Motor Vehicle and Parts Dealers $234,970 $263,636 $284,768 $331,226 $356,805
Home Furnishings and Appliance Stores 6,533 7,142 7,711 7,760 7,062
Building Material, Garden Equip & Supplies #® #® #® 72,402 75,116
Food and Beverage Stores 14,334 16,167 16,900 17,370 18,753
Gasoline Stations 37,775 34,569 33,262 29,346 26,400
Clothing and Clothing Accessories Stores 1,063 852 758 837 879
General Merchandise Stores 5,683 5,583 5,774 5,828 5,224
Food Services and Drinking Places 34,479 39,211 47,629 49,089 56,555
Other Retail Group 80,631 86,916#® 915544 @ 25,204 24,536
Total Retail and Food Services $415,467 $454,076 $488,357 $539,062 $517,331

All Other Outlets 51,869 57,303 57,947 64,376 67,488
Total All Outlets $467,336 $511,379 $546,304 $603,438 $638,819

(1) In thousands of dollars (1,000s).

(2) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the number of
outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store retailers. Therefore,
industry-level data for 2015 and subsequent years are not comparable to that of years prior to 2015.

(3) Most recent year for which taxable sales data by industry is available (as of July 14, 2018).

(4) Omitted from Business category with “#” notation, because per the California Board of Equalization, the publication of such data
would result in the disclosure of confidential information; omitted dollar amounts included in “Other Retail Group” Business category.

Source: California Board of Equalization.

The number of sales permits and the valuation of taxable transactions in the City subject to sales
tax are presented in the following table.

TABLE 8
City of Seaside
Permit Numbers and Taxable Transaction Valuation
Calendar Years 2011-2016
No. of Total

No. of Retail and Retail and Food

Year Food Permits Outlets ¥ Permits Total All Outlets
2011 368 $357,220 529 $407,240
2012 369 415,467 518 467,336
2013 379 454,076 527 511,379
2014 366 488,357 505 546,304
2015 @ 357 539,062 537 603,438
2016 @O 366 571,331 566 638,819

(1) In thousands of dollars (*000s)

(2) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the
number of outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store
retailers. Therefore, number of Retail and Food Outlets also may not be comparable to that of calendar years prior to 2015.

(3) Most recent year for which data is available (as of July 14, 2018).

Source: California Board of Equalization.
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Building Activity

The following is a summary of the valuation of building permits issued by the City in the past

four calendar years.

City of Seaside

TABLE 9

Building Permit Valuation
Calendar Years 2014-2017

2014 2015 2016 2017
Construction Cost:
Residential:
New single-family units -- $ 120,000 $ 500,000 $ 100,000
New multi-family -- -- -- --
Additions, alterations $3,924,166 5,304,341 5,407,931 5,643,945
Total Residential: $3,924,166 $ 5,424,341 $ 5,907,931 $ 5,743,945
Non-Residential:
New commercial -- -- -- -
New industrial or other non-residential - - -- --
Additions, alterations $4,596,327 $ 6,990,507 $ 8,799,647 $11,576,460
Total Non-Residential: $4,596,327 $ 6,990,507 $ 8,799,647 $11,576,460
Total Valuation (Residential & Non-Residential):  $8,520,493 $12,414,848 $14,707,578 $17,320,405
Number of New Dwelling Units:
Single-family 0 1 1 1
Multi-family 0 0 0 0
Total Units: 0 1 1 1

Source: City of Seaside.

Former Fort Ord Army Base

The City is in various stages of negotiations with several developers for the development of land
within a portion of the former Fort Ord military base located in the north end of the City. As with any
real estate development, such projects are subject to various conditions and may not materialize, and
some projects are presently in preliminary stages. Among these proposed developments, the City
anticipates that two are approaching the completion of their entitlement processes toward the end of
calendar year 2018.

The proposed Campus Town mixed use development, an integrated mixed use project on
approximately 90 acres, is located just south of the California State University Monterey Bay campus.
Pursuant to a Purchase and Sale Agreement, dated as of February 6, 2017, with KB-Bakewell Seaside
Venture, LLC, the developer is expected to purchase the land in two phases from the City and the
Successor Agency upon the satisfaction of certain conditions to closing. The second phase of the land
acquisition is to expected to occur not less than one year after the closing of the first phase of the land
acquisition. The transfer by the Successor Agency of the land to the City for future disposition to the
developer was included in the Successor Agency’s Long-Range Property Management Plan, which
originally was approved by its Oversight Board in August 2014, with subsequent amendments to the plan
approved by the Oversight Board in March and May 2015 and the California Department of Finance
approval issued on May 29, 2015. Based on the current status of performance under the Purchase and
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Sale Agreement, the City presently anticipates that approval of all discretionary entitlements necessary for
construction of the project (e.g., a specific plan, review under the California Environmental Quality Act
(CEQA), the tentative map, and a development agreement) will be considered by the City’s Planning
Commission and the City Council sometime between November 2018 and January 2019, and that the
close of escrow for the first phase of the developer’s land acquisition will occur shortly after all
discretionary entitlements have been approved, including but not limited to approval of a finding of
consistency with the Base Reuse Plan by FORA (see “— FORA Transition Plan” below). However, under
the Purchase and Sale Agreement, the close of escrow for the first phase of the developer’s land
acquisition could occur as late as calendar year 2022, and if certain conditions are not met, it is possible
that the land acquisition closings and the completed project could not occur at all. The Purchase and Sale
Agreement contemplates that the Campus Town mixed use development will include the following
components: 383 single family detached residences, 168 townhomes, 181 apartment units, 119,730
square feet of neighborhood commercial space, 226,311 square feet of regional commercial space, 57,400
square feet of flex-tech commercial buildings, a hotel, and a park.

The proposed Main Gate mixed use development is situated north of Lightfighter Drive between
Highway 1 and 2nd Avenue in the City, northwest of the proposed Campus Town mixed use
development. The property consists of approximately 56 acres, adjacent to the California State University
Monterey Bay campus, with ocean views and on the east side of the entrance for the recently opened Fort
Ord Dunes State Park situated along the Pacific Ocean west of Highway 1. Previously, the Main Gate
property was proposed for development as a regional open-air, “lifestyle” commercial center and a
hotel/spa/conference facility. Although the development negotiations with the prior developer ceased, the
City proceeded in July 2010 to certify an Environmental Impact Report and adopt the Projects at Main
Gate Specific Plan, and in October 2010, FORA approved a determination of consistency with the Base
Reuse Plan. In view of changed market conditions since 2010, the City conducted a Request for
Proposals process in late 2016 with respect to development of the Main Gate site as a mixed-use project
instead of the previously entitled regional open-air, “lifestyle” commercial center and
hotel/spa/conference facility. Following this process, the City entered into an Exclusive Negotiating
Agreement, dated as of February 17, 2017, with the Seaside Development Company, LLC, a subsidiary of
Petrovich Development Company in Sacramento. The Exclusive Negotiating Agreement provides the
developer with time to design a project and undertake required steps to modify the existing entitlements
as necessary to implement the Main Gate mixed use development. The Exclusive Negotiating Agreement
also provides for the City and the developer to negotiate with each other on an exclusive basis to establish
the terms and conditions of a Purchase and Sale Agreement that would result in the developer’s
acquisition and development of the property, and it is presently anticipated that such land acquisition will
occur over five phases. The transfer by the Successor Agency of the land to the City for future
disposition to a developer was included in the Successor Agency’s Long-Range Property Management
Plan, which originally was approved by its Oversight Board in August 2014, with subsequent
amendments to the plan approved by the Oversight Board in March and May 2015 and the California
Department of Finance approval issued on May 29, 2015. Based on the current status of performance
under the Exclusive Negotiating Agreement, the City presently anticipates that approval of a Purchase
and Sale Agreement and all discretionary entitlements necessary for construction of the project, including
modification of existing entitlements (e.g., a specific plan update, a CEQA addendum, and the tentative
map), will be considered by the City’s Planning Commission and the City Council in or about September
or October 2018 [update in September|, and that the close of escrow for the first phase of the
developer’s land acquisition will occur shortly after all discretionary entitlements or entitlement
modifications have been approved, including but not limited to approval of a finding of consistency by
FORA. However, as with any real estate development, if certain conditions are not met, it is possible that
the land acquisition closings and the completed project could not occur at all. The plans and other
project-related documents submitted by the developer to the City pursuant to the Exclusive Negotiating
Agreement presently contemplate that the Main Gate mixed use development will include the following
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components: 100 single family detached units, 110 single family attached units, 200 multi-family units,
250 student housing units, 100,000 square feet of neighborhood retail space, 35,000 square feet of retail
shops, 60,000 square feet of restaurant space, 12,000 square feet of brewery space, and hotel
accommodations for 450 rooms.

On March 9, 2018, two Petitions for Writ of Mandate were filed in the Superior Court of the
State, County of Monterey, against the Marina Coast Water District (“MCWD”): (i) Keep Fort Ord Wild
v. Marina Coast Water District, Case No. 18CV000883, and LandWatch Monterey County v. Marina
Coast Water District, Case No. 18CV000877. Both lawsuits allege that approval by the Board of
Directors of MCWD, on February 20, 2018, of the Ord Community Sphere of Influence Amendment and
Annexation (the “SOI Amendment and Annexation”) was premised on improper or inadequate CEQA
proceedings. MCWD is a County Water District organized and operating under the County Water
District Law (California Water Code Section 30000, et seq.), located on the coast of Monterey Bay at the
northwest end of the Salinas Valley and occupying an area of approximately 4.5 square miles. MCWD
provides potable water, wastewater treatment and collection, and reclaimed water services within the City
of Marina and also currently provides water, wastewater, and recycled water service within the
boundaries of the former Fort Ord Army Base, also referred to as the “Ord Community,” under an
agreement with FOR A that terminates upon the termination of the legal existence of FORA (currently
anticipated in 2020). As described in MCWD’s CEQA documents relating to the SOl Amendment and
Annexation, the SOl Amendment and Annexation amends MCWD’s sphere of influence and expands its
service area to include a portion of the former Fort Ord already served by MCWD, portions of the City
and the City of Marina, specified undeveloped parcels within the Ord Community with initiated
development approvals as of December 19, 2017 (including territory of the Campus Town and Main Gate
mixed use projects described above), and unincorporated County territory within the Ord Community,
including property under the ownership of the U.S. Department of Defense and CSUMB, among others.
Keep Fort Ord Wild is an unincorporated association under California law, and LandWatch Monterey
County is a California non-profit public benefit corporation exempt from federal income taxation under
Section 501(c)(3) of the U.S. Internal Revenue Code. In the petitions, both entities assert an inadequacy
of MCWD’s water supplies to serve the areas subject to the SOI Amendment and Annexation and the
failure of MCWD to consider certain information in its CEQA proceedings. Among the relief sought in
the petitions, the plaintiffs seek to invalidate the CEQA-related actions taken by the MCWD Board on
February 20, 2018, to enjoin MCWD from acting under the SOI Amendment and Annexation, and to
compel CEQA compliance by MCWD in connection with any further efforts of annexation within the
contemplation of the SOl Amendment and Annexation. The City cannot predict the outcome of the
aforementioned litigation, or if successful, whether and to what extent the outcome may affect
development proposed for the land situated within a portion of the former Fort Ord military base in the
City, including but not limited to the proposed Campus Town and Main Gate mixed use developments.

See “BONDOWNERS’ RISKS — Development Risks” for further considerations regarding the
development of property within the former Fort Ord military base. As a conservative measure, the City
has not included any projected property tax, sales tax, transient occupancy tax, or other revenues from the
Campus Town mixed used development, the Main Gate mixed used development, or any other potential
developments in its adopted Fiscal Year 2018-19 budget.

FORA Transition Plan

The Fort Ord Reuse Authority Act (California Government Code Section 67650, et seq.) (the
“FORA Act”) established the Fort Ord Reuse Authority (“FORA”) in 1994 to prepare and implement a
plan for the use and development of the territory within the previous Fort Ord military base (the “Reuse
Plan”) and to provide oversight of the Monterey Bay area economic recovery from the closure and reuse
planning of the former Fort Ord military base. Pursuant to Government Code Section 67700, the FORA
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Act will become inoperative when the FORA board determines that 80% of the territory of Fort Ord that
is designated for development or reuse in the Reuse Plan has been developed or reused in a manner
consistent with the Reuse Plan, or June 30, 2020, whichever occurs first. On January 1, 2021, the FORA
Act is repealed unless State legislation is passed to extend the sunset date.

The Monterey County Local Agency Formation Commission will provide for the orderly
dissolution of FORA, including ensuring that all contracts, agreements, and pledges to pay or repay
money entered into by FORA are honored and properly administered and that all assets of FORA are
appropriately transferred. The FORA board is required to approve a transition plan (“Transition Plan) by
a majority vote, and submit the Transition Plan to the Monterey County Local Agency Formation
Commission on or before December 30, 2018, or 18 months before the anticipated inoperability of the
FORA Act, whichever occurs first. The Transition Plan must assign assets and liabilities, designate
responsible successor agencies, and provide a schedule of remaining obligations.

At its June 8, 2018 meeting, the FORA board received from staff a draft Transition Plan (dated
6/5/18). It is expected that the draft will be revised and a Transition Plan will be presented to the board
for its consideration and approval in the September - October 2018 timeframe.

At its July 13, 2018 meeting, FORA staff presented the FORA board a draft compilation of
assignment charts (by jurisdiction), which are the basis for how remaining revenue generating obligations
and project implementation will be accomplished.

At its August 10, 2018 meeting, the FORA board received an update on the transition planning
process, including a draft memorandum, dated May 30, 2018, prepared by EPS. The EPS memorandum
reviews the financial implications of the pending transition, including but not limited to projected
property tax revenue implications to, and development forecasts with respect to, the County, the City, and
two other cities located within the former Fort Ord under certain FORA dissolution scenarios - including
statutory extension of the FORA dissolution date to June 2028. The EPS memorandum also notes that
certain financial and infrastructure obligations of FORA will transition to the succeeding entities. The
FORA board also received a draft resolution adopting a Transition Plan. Since the August 10, 2018
meeting, a final version of the EPS memorandum, dated August 21, 2018, has become available on
FORA’s website.

The City, along with the neighboring City of Marina, have contracted with Willdan Financial
Services to prepare a fiscal impact analysis of the potential dissolution of FORA specific to the City and
the City of Marina, including both projected successor obligations and expenses (such as transportation,
water augmentation, and habitat management) and projected successor assets and revenues (such as land
sales, property tax, and community facilities district special taxes). The City presently expects that the
final draft of the Willdan report will be reviewed by the City Council at its September 20, 2018 meeting
and available on the City’s website in connection with the agenda for such meeting. [update before
posting] See “BONDOWNERS’ RISKS — Development Risks” for further considerations regarding the
development of property within the former Fort Ord military base.

The draft Transition Plan, assignment charts, EPS memorandum, and other documents related to
Transition Plan are available on FORA’s website at http://www.fora.org/. The website reference is for
informational purposes only. None of the content of the website is any way incorporated into this Official
Statement. The City and the Authority make no representation concerning, and do not take any
responsibility for, the accuracy or timeliness of information posted on such website or the continued
maintenance of such website.
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Government Services and Education

The City provides municipal services including police and fire protection, community and
economic development, planning, building and code enforcement, recreation, and parks and street
maintenance. The City’s Police Department currently operates with 51 members, comprised of 40 sworn
officers and 11 non-sworn personnel. The City’s Fire Department is staffed by a total of nine firefighters,
six engineers, six captains, three division chiefs, one administrative assistant, one fire chief, and fire
reserve firefighters. There is one fire station that houses five fire engines, three utility trucks, and three
SUVs.

There are three water service providers for Seaside residents and businesses depending upon the
location of the home or business: City of Seaside, Marina Coast Water District and California American
Water. Sewer services are provided by the Seaside County Sanitation District, the Marina Coast Water
District, and the Monterey Regional Water Pollution Control Agency, and wastewater is treated by the
Monterey Regional Water Pollution Control Agency. Pacific Gas and Electric Company provides both
natural gas and electric service to the City. Cable is provided by Comcast.

Public school education in the County is available through fifteen elementary districts, two high
school districts, and seven unified school districts. Five private schools are located within the County.
There are fourteen educational institutions located in Monterey County that provide post-secondary
opportunities and several other universities located within close driving distance. California State
University at Monterey Bay and the Monterey College of Law are located in the City.

Transportation

Two major north-south highways connect the County with surrounding counties. State Highway I
follows the coast. U.S. 101 follows the Salinas Valley. Highway 68 links the City of Salinas to the
Monterey Peninsula. Highways 156 and 198 link U.S. 101 with the parallel inland route in adjacent
counties. Local transit needs are served by the Monterey-Salinas Transit system. Greyhound provides
regularly scheduled intrastate and interstate transportation. Amtrak passenger service is available from
Salinas, which is located on the Southern Pacific mainline route between San Francisco and Los Angeles.

County residents and visitors utilize commercial airlines flying out of Monterey Peninsula
Airport, located 3.5 miles from downtown Monterey. The Monterey Peninsula Airport is designated a
primary airport within the National Airport System Plan and is in the small hub airport category based on
passenger enplanement criteria. It provides scheduled airline and general aviation services. Union Pacific
Railroad provides freight service for the interior of the County. Several intrastate and transcontinental
trucking firms also provide freight transportation.

CITY FINANCIAL AND GENERAL FUND OVERVIEW
General

The City’s local economy includes tourism generated by the Monterey Bay, attractions along the
Central Coast, and California State University Monterey Bay (CSUMB). The Monterey Peninsula, famed
for its scenic beauty, is a year-round tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill,
Poppy Hills and The Links at Spanish Bay are well known Monterey Peninsula golf courses. The City’s
Bayonet and Black Horse Golf Courses, a host to PGA Tour events (including the 2012 PGA Professional
National Championship, the 2015 Senior PGA Professional National Championship, and the 2018 PGA
Professional National Championship), are also located on the site of the former Fort Ord military base, a
portion of which is located in the City. The Monterey Bay Aquarium and the City of Carmel also are
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attractions that draw tourists to the Monterey Peninsula. Unique eateries have become prominent in the
City, drawing customers from as far away as the San Francisco Bay Area.

The City is also home to a regional auto sales and services mall that was established in the mid-
1970s, also called Seaside’s Motor City or the Seaside Auto Mall. The Seaside Auto Mall provides
significant income to the City and creates employment opportunities in the City. Auto dealers located on
the Seaside Auto Mall include Honda, Mazda, Chevrolet, Volkswagen, Toyota, Lexus, BMW, Porsche,
Audi, Tesla, Cadillac, Chrysler, Dodge, Jeep, Ram, Fiat, Ford, Lincoln, Jaguar, Land Rover, Hyundai,
Nissan, and Subaru. The City’s most significant revenue source is the Seaside Auto Mall.

The City continues to experience positive growth, as auto sales have been strong in the last
several years and continue to be strong. Transient occupancy tax also continues to be a significant
revenue source for the City. Property taxes have improved as housing values have recovered after the
recession, and the City’s General Fund is now collecting previous redevelopment tax increment following
the statutory dissolution - effective February 1, 2012 - of all redevelopment agencies in the State of
California, including the former Redevelopment Agency of the City of Seaside (the “Former
Redevelopment Agency”). Approximately $1 million of previous redevelopment tax increment received
by the City is attributable to distributions (in proportion to the City’s share of property tax revenues in the
tax rate area for the applicable fiscal year) of residual amounts of incremental redevelopment project area
property taxes, after allocations for tax sharing and enforceable obligations of the Former Redevelopment
Agency and the Successor Agency to the Redevelopment Agency of the City of Seaside (the “Successor
Agency”) and administrative costs of the County and the Successor Agency. As enforceable obligations
of the Former Redevelopment Agency and the Successor Agency are paid and retired, this residual
amount distributed to the City is expected to increase over time. The Dissolution Act also provides for
proceeds of the sale of land owned by redevelopment agencies at the time of their statutory dissolution to
be remitted to the applicable county auditor-controller for distribution to the affected taxing entities
within the applicable redevelopment project area (including the City) in proportion to such taxing entity’s
share of property tax revenues in the tax rate area for the applicable fiscal year, and this amount is
variable depending upon the existence, timing and amount of land sales.

At the June 6, 2017 election, the electorate of the City approved two revenue initiatives: Measure
L approving a %2 cent per dollar (0.5%) local transaction (sales) tax to maintain City services, and
Measure G approving a tax on marijuana businesses of up to 10 percent of gross receipts to fund City
services. Both new taxes were approved with no sunset date and continue until and unless modified or
rescinded by the City’s electorate.

Together with current revenues, the City’s new Measure L sales tax revenues and Measure G
marijuana business tax revenues allow the City to implement the Strategic Directions established by the
City Council. The City began to implement the new Strategic Directions in its 2017-18 budget. The
Quality of Life Strategic Direction includes public safety, stewardship, community investment, and 21st
century engagement. The Fiscal Strength Strategic Direction includes economic development and jobs,
modernizing operations, long range fiscal planning, and revenue diversification/optimization.

The Quality of Life Strategic Direction and the Fiscal Strength Strategic Direction established by
the City Council are divided into three categories for enhancement: (1) Community and Capital
Improvements, (2) Service Improvements and Enhancements, and (3) Programming Enhancements. The
City Council has further specified details for these three categories of implementation of the Strategic
Directions as follows:

(1) Community and Capital Improvements include street repair and maintenance, Cutino Park
revitalization and improvements to other parks, vehicle replacements, bike safety
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improvements, City Hall carpet replacement, economic development and planning satellite
office, and future facilities planning.

(2) Service Improvements and Enhancements include new personnel - two police officers, a
senior engineer, a building inspector, public works and parks staff, a human resources
technician, and an associate planner.

(3) Programming enhancements include a Farmer’s Market, a community fireworks display,
social media improvements, and opportunities for CSUMB interns.

The West Broadway Urban Village Specific Plan, a pedestrian friendly development in
downtown Seaside, is the result of a planning process to revitalize and enhance the economic, social,
cultural, and recreational fabric of the City’s West Broadway Avenue. Under construction and nearing its
completion, the project is funded in part by grant funding received by the City for the needed
infrastructure, streetscape, and road improvements.

The total net position of the City as of June 30, 2017, was $42 million, a decrease of
approximately $36,000 or 0.1% from the net position at the prior fiscal year end. This minor change in
net position does not reflect the significant amount of activity that occurred in the fiscal year. During
Fiscal Year 2016-17, revenues increased, and expenditures increased as well as the new Strategic
Directions were implemented. The net position of governmental activities (i.e., general government,
public safety, recreation, public works, and community development) increased by approximately
$176,000 or 0.5%, and the net position of business-type activities (i.e., the City’s Water System and
Bayonet and Black Horse Golf Courses) decreased by approximately $212,000 or 2%. The City’s
governmental activities are primarily supported by property and sales taxes, user fees, interest income,
franchise fees, and state and federal grants. The City’s business-type activities are supported by charges
paid by users based on the amount of the service they use. The small decrease in Fiscal Year 2016-17 in
the net position of business-type activities was due to increases in costs of operations that had not yet
been reflected in the rates charged to customers. In Fiscal Year 2016-17, total City revenues were
approximately $33.4 million, an increase of approximately $500,000 or 1.5% from Fiscal Year 2015-16,
and total City expenses were approximately $33.4 million, an increase of approximately $2.2 million or
7% from Fiscal Year 2015-16.

The City’s Fiscal Year 2016-17 net investment in capital assets of $57.9 million reflects its
investment in capital assets such as land, infrastructure, buildings, intangible assets, vehicles, and
equipment, minus any related outstanding debt. The City’s most significant capital asset is the Bayonet
and Black Horse Golf Courses, which are operated by B&B Golf Course Properties under a lease
agreement with the City; the value of the golf course property is $7.9 million net of related debt. A Fiscal
Year 2016-17 decrease in capital assets in the governmental activities of approximately $258,000 reflects
some of the activity occurring during the fiscal year as part of the execution of the new Strategic
Directions. Prior to the deduction of outstanding debt, the net capital assets of the City’s governmental
activities as of June 30, 2017 totaled approximately $50.5 million, and the net capital assets of the City’s
business-type activities totaled approximately $12.3 million. Prior to deduction for accumulated
depreciation, the total net capital assets of the City as of June 30, 2017 represent an increase of
approximately $1.8 million over total net capital assets as of the prior fiscal year end. This increase is due
to the construction in the West Broadway Urban Village and the purchase of new Public Works vehicles.

Additional information can be found in the “Management’s Discussion and Analysis” and the
Deputy City Manager’s cover letter included the City’s Comprehensive Annual Financial Report for the
Fiscal Year ending June 30, 2017 (“FY 2016-17 CAFR”) included in Appendix A. The discussions of
this “CITY FINANCIAL AND GENERAL FUND OVERVIEW” section of this Official Statement and the
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FY 2016-17 CAFR contain “forward-looking statements” based on the City’s current expectations and
assumptions. While the City believes that these expectations and assumptions are reasonable, there is no
guarantee that future circumstances and the actual results will not materially differ from current
expectations.

Financial Statements (General Fund)

Set forth in Tables 10 and 11 on the following pages are the City’s General Fund Balance Sheets
and Statements of Revenues, Expenditures and Changes in General Fund Balance for Fiscal Years 2012-
13 through 2016-17, based on the City’s audited financial statements. The Balance Sheets and Statements
of Revenues, Expenditures and Changes in General Fund Balance presented in this Official Statement are
subject to the various notes attached to the City’s audited financial statements for the respective years. A
complete copy of the City’s FY 2016-17 CAFR, which includes the City’s 2016-17 audited financial
statements and the Independent Auditor’s Report issued by CliftonLarsonAllen LLP (the “Auditor”)
regarding such financial statements, is set forth in Appendix A. The Auditor was not requested to consent
to the inclusion of its report in Appendix A, and it has not undertaken to update financial statements
included in Appendix A. No opinion is expressed by the Auditor with respect to any event subsequent to
its report. Complete copies of the City’s Comprehensive Annual Financial Report for prior years can be
obtained from the City’s Finance Department and are currently posted on the City’s website.

The City’s audited financial statements have been prepared in conformity with the accounting
principles generally accepted in the United States as applied to government units, and pursuant to the
accounting and financial principles established by the Governmental Accounting Standards Board
(“GASB”).

Also set forth in Tables 10 and 11 are the City’s estimated, unaudited actual figures for Fiscal
Year 2017-18 for the General Fund Balance Sheet and the Statement of Revenues, Expenditures and
Changes in General Fund Balance, which present data as of June 30, 2018 including Fiscal Year 2017-18
accruals through July 31, 2018; it should be noted, however, that the City’s accrual period for Fiscal Year
2017-18 continues through and ends on September 30, 2018. Therefore, the Fiscal Year 2017-18 figures
shown in Tables 10 and 11 are estimated, preliminary, and subject to change upon completion of the
accrual period.

The City’s General Fund reported a fund balance at June 30, 2017 of $12.8 million, an increase of
approximately $729,000 or 6% from the prior fiscal year end. Of the total fund balance, approximately
$3.1 million is in a non-spendable form, approximately $500,000 is restricted, approximately $6.1 million
is committed, approximately $5,000 is assigned, and approximately $3.1 million is unassigned. These
restrictions and commitments do not significantly restrict the availability of resources for ongoing uses, as
the unassigned fund balance of approximately $3.1 million represents 11% of General Fund operations.
The committed fund balance includes fund balances for the City’s capital reserve, special reserve, and
emergency reserve. See “— Financial and Budget Policies — Reserve Policy” herein. In Fiscal Year 2016-
17, General Fund revenues, including transfers in and capital lease proceeds, were approximately $29.7
million, and total General Fund expenditures, including transfers out, were approximately $29 million.

See also “ADDITIONAL GENERAL FUND AND RELATED CITY FINANCIAL
INFORMATION?” herein.
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Assets
Cash and investments
Restricted cash and investments
Accounts receivable
Due from other governments
Interest receivable
Due from other funds
Loans receivable
Land held for resale
Prepaid assets
Advances to other funds
Advances to Private Purpose
Trust Fund @
Total assets
Liabilities, Deferred Inflows of

Resources and Fund Balances

Liabilities:

Accounts payable

Accrued salaries and benefits

Deposits from others

Other liabilities

Unearned revenue

Due to other funds

Total liabilities

Deferred Inflows of Resources:

Unavailable revenue -

Intergovernmental

Fund Balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities, deferred inflows

of resources, and fund
balances

TABLE 10
City of Seaside

General Fund Balance Sheets

Fiscal Years 2012-13 through 2017-18

(Estimated)
2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 W
$2,572,366 $ 4,836,709 $ 4,550,987 $ 4,610,749 $ 5,672,684 $10,728,816
27,478 76,316 98,286 - 475,582 476,596
764,464 745,688 696,230 900,870 961,889 885,823
1,455,918 1,609,752 1,853,218 3,737,204 2,640,548 1,396,167
4,556 4,011 5,397 - - -
907,442 668,596 1,687,743 1,838,997 1,944,051 1,943,878
439,000 437,750 368,950 372,376 320,801 270,098
-- 2,249 30,882 -- 14,100 17,606
383,298 383,298 383,298 383,298 383,298 383,298
2,333,431 2,333,431 2,333,431 2,333,431 2,333,431 2,333,431
$8.887,953 $11,097,800 12 422 $14,176,925 $14,746,384 $18,435,713
$ 764,202 $ 982,775 $1,154,247 $1,098,386 $ 949,948 $ 321,369
161,575 222,830 334,868 418,623 547,007 992,582
9,498 5,146 7,211 5,496 7,019 11,169
-- -- -- -- 103,416 103,416
-- -- -- 47,150 102,411 103,759
251,686 -- -- 184,072 184,243 --
$1,186,961 $1,210,751 $1,496,326 $1,753,727 $1,893,944 $1,532,295
-- -- -- $348,857 $48,750 $48,750
$3,155,729 $3,156,728 $3,116,562 $ 3,089,105 $ 3,051,630 $ 3,051,630
27,478 76,316 98,286 98,286 482,428 482,428
4,121,112 5,243,069 4,827,407 4,827,407 6,120,075 6,120,075
569 209 4,875 4,875 4,877 -
396,104 1,410,727 2,464,966 4,054,668 3,144,680 7,200,535
$7,700,992 $9,887,049  $10,512,096 $12,074,341 $12,803,690 $16,854,668
$8.887,953 $11,097.800 $12,008.422 $14,176,925 $14,746,384 18,435,71

(1) Estimated, unaudited balances as of June 30, 2018, including Fiscal Year 2017-18 accruals through July 31, 2018 (accrual period ends on

September 30, 2018).

(2) Represents the remaining amount owed by the Successor Agency to the Redevelopment Agency of the City of Seaside (the “Successor
Agency”) to the City under a June 1995 financing agreement between the City and the Former Redevelopment Agency, which amount was
originally declared invalid under the Redevelopment Dissolution Act (California Health and Safety Code Section 34161 et seq.) pending
receipt by the Successor Agency of a finding of completion, at which point the loan is eligible to be re-established as an enforceable
obligation of the Successor Agency upon certain findings made by the Successor Agency’s Oversight Board and approval by the California
Department of Finance. The Successor Agency received its finding of completion on March 28, 2014. The City expects that, in Fiscal Year
2018-19, the Successor Agency (the governing body of which is comprised of the same individuals as the City Council) will bring forward for
approval by the Successor Agency’s Oversight Board and the California Department of Finance a resolution to re-establish this loan.

Source: City of Seaside audited financial statements for Fiscal Years 2012-13 through 2016-17, as included in the City’s Comprehensive Annual

Financial Reports for the respective Fiscal Years; Estimated Actuals for Fiscal Year 2017-18 and footnotes from City of Seaside Finance

Department.
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Revenues
Taxes @
Licenses and permits
Fines and penalties
Use of money and property
Intergovernmental revenue
Charges for services
Other revenue

Total revenues

Expenditures
Current
General government
Public safety
Recreation
Public works
Community development
Capital outlay
Debt Service:
Principal
Interest and fiscal charges
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Capital leases proceeds
Transfers in

Transfers out ®

Total other financing sources

(uses)
Net change in fund balance
Fund Balances:

Beginning of year

End of year

TABLE 11
City of Seaside
Statements of Revenues, Expenditures and Changes in General Fund Balance
Fiscal Years 2012-13 through 2017-18

(Estimated)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18®
$19,790,958  $20,732,419  $22,531,390 $25,029,799  $25,527.624  $26,960,560
298,160 435,167 569,437 453,758 547,258 746,988
94,638 68,191 57,146 94,131 81,595 71,685
181,954 165,112 161,773 181,332 207,609 183,036
106,872 109,771 662,911 187,956 586,873 570,077
595,871 605,895 974,139 884,360 672,138 1,906,411
3,234,424 1,588,969 594,170 619,877 969,290 531,777
$24,302,877  $23,705,524  $25,551,026 $27,451,213  $28,592,387  $30,970,534
$ 929,588  $1,052,598 $ 979,770 $ 806,501 $ 1,027,025 $1,199,417
15,229,956 15,239,606 16,425,540 17,167,133 18,333,697 19,273,772
1,477,209 1,703,931 1,994,985 2,243,179 2,398,164 2,426,994
1,240,256 1,795,855 2,358,975 2,035,611 2,339,837 1,931,016
1,108,588 741,925 958,621 1,531,027 1,709,930 1,834,163
129,433 265,061 531,442 390,383 311,801 204,345
31,843 36,614 38,256 18,549 21,328 38,983
$20,146,873  $20,835,590  $23,287,589 $24,192,383  $26,141,782  $26,908,690

$ 4,156,004

$ 2,869,934

$ 2,263,437

$ 3,258,830

$ 2,450,605

$ 4,061,844

$ 397,749 $ 218772 $ 567,814 $ 28477  $1,127,047 S 33278
- 230,510 - - - -
(1,519,375)  (1,133,159)  (2,206,204) (1,725,062)  (2,848,803) (223,333)
(1,121,626) (683,877)  (1,638,390)  (1,696,585)  (1,721,256) (190,055)
3,034,378 2,186,057 625,047 1,562,245 729,349  $3,871,189
$4,666,614  $7,700,992 $ 9,887,049 $10,512,096 $12,074,341  $12,803,690
$7,700,992  $9.887,049 $10,512,096 $12,074,341 $12,803,690  $16,674,879

(1) Estimated, unaudited Revenues and Expenditures as of June 30, 2018, including Fiscal Year 2017-18 accruals through July 31, 2018
(accrual period ends on September 30, 2018).
(2) See “— Primary General Fund Tax Revenue Sources” for a discussion regarding certain top tax revenues sources.
(3) Transfer out consist primarily of transfers to (ii) the City’s Stormwater Fund to fund the operation of the City’s storm drain and
stormwater management system per federal and state requirements, (ii) the City’s Gas Tax Fund to supplement funding for the
maintenance and repair of City streets and roads, and (iii) as to Fiscal Year 2016-17, the City’s Capital Projects Fund for Parks to
supplement funding for capital costs of maintenance of the City’s public parks.

Source:

City of Seaside audited financial statements for Fiscal Years 2012-13 through 2016-17, as included in the City’s Comprehensive

Annual Financial Reports for the respective Fiscal Years; Estimated Actuals for Fiscal Year 2017-18 and footnotes from City of

Seaside Finance Department.
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Financial and Budget Policies

Accounting, Auditing and Financial Reporting Policy. The City receives an independent audit
annually and maintains an internal audit capacity. The City prepares a CAFR (Comprehensive Annual
Financial Report) and all other annual financial reports in compliance with Generally Accepted
Accounting Procedures (GAAP), as outlined by the Governmental Accounting Standards Board (GASB).
The City maintains a strong system of internal controls, which has resulted in an unqualified audit opinion
for many years.

Reserve Policy. The City Council has established three reserve policies as listed below:

e Capital Reserve: The capital reserve is to be used to fund capital purchases or projects.
This reserve is funded by the City Council setting aside funds to be deposited into this reserve. This fund
is to have a year-end balance of not less than five percent (5%) of operating expenditures.

e Special Reserve: The special reserve is established to be used for extraordinary items
that may arise from time to time. This reserve is funded by the City Council setting aside funds to be
deposited into this reserve. This fund is to have a year-end balance of not less than ten percent (10%) of
operating expenditures.

e Emergency Reserve: The emergency/contingency reserve is to be maintained to have a
year-end minimum balance of not less than fifteen percent (15%) of any given year’s general fund
operating expenditures; at each year end the reserve is to have not less than fifteen percent of the year’s
operating expenditures. This reserve is to be used for non-budgeted emergencies that may occur,
including weather emergencies, economic emergencies, equipment breakdown emergencies, and other
unforeseen emergencies.

The capital reserve, special reserve, and emergency reserve balances are reflected in the
“Committed” fund balance on the City’s Balance Sheets. See Table 10.

Budget Policy. The following represents the City’s budget policy.
e The City Council will adopt and maintain a balanced annual operating budget and a

five-year capital improvement budget.

e Current annual operating revenues will be equal to or greater than current operating
expenditures.

e The City will set fees and user charges for enterprise fund activities at a level that fully
supports the total direct and indirect program costs.

e The City will establish fees for service based upon an awareness of the total direct and
indirect costs of offering the service. It is recognized that certain services may be
subsidized by general taxes as determined by the City Council.

e The identification of funding sources will be required for new or expanded programs.

e The City will provide for maintenance and replacement of fixed assets and equipment, as
appropriate.

e The City will comply with all the requirements of Generally Accepted Accounting
Principles (GAAP).
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e The City will annually retain the services of an independent Certified Public Accounting
firm to audit the City’s financial statements and conduct any tests of the City’s records
deemed necessary to render an opinion on the City’s compliance with Generally
Accepted Accounting Principles (GAAP).

o The Adopted Budget may be adjusted from time to time during the fiscal year as needed
to accomplish the goals of the City Council. An adjustment of less than $10,000 within a
department may be proposed by the department head and approved by the Finance
Director and the City Manager. Budget adjustments of more than $10,000 require City
Council Approval.

o The City’s General, Special Revenue, Capital Project and Trust Funds are budgeted and
accounting for using the modified accrual basis of accounting. The revenues are
recognized when they become measurable and available as net current assets. Property
tax revenues and assessments receivable are accrued when collected within 90 days
following year-end. Other revenues that are accrued include sales taxes, transaction taxes,
utility users and transient occupancy taxes, interest, rent, grants earned and certain other
intergovernmental revenue. Expenditures are generally recognized when the liability is
incurred, except that interest and principal on general long-term obligations are
recognized when due. Enterprise and Internal Service Funds are accounted for using the
accrual basis of accounting. Their revenues are recognized when earned, and their
expenses are recognized when incurred.

e Cost allocations will be made for internal service charges as follows: Equipment
Maintenance is allocated based on the number of vehicles a department uses.
Management Information Services is allocated based on the number of computers a
department uses. Insurance is allocated based on the department budget. Administrative
charges are allocated to activities based on the City’s Annual Adopted Cost Allocation
Plan.

Capital Improvement Program Policy. The City’s budget is formatted to include a section on the
City’s Five-Year Capital Improvement Program (CIP). This program provides a multi-year plan for
capital improvements which is updated annually to ensure compliance with the program.

Cash Management and Investment Policy. In accordance with California Government Code
Sections 53601 through 53659, the City of Seaside annually reviews and approves the Investment Policy.
The policy identifies the rules and procedures that apply to investment instruments that may be used to
invest idle cash. It is important to note that the City does not invest in high risk investments such as
derivatives and reverse purchase agreements. All investments are made within the parameters of the
Government Code and the City of Seaside Investment Policy.

Local Debt Policy. Pursuant to California Government Code Section 8855, as amended by
Senate Bill No. 1029, effective January 1, 2017, the City has adopted a Local Debt Policy that includes
the five elements required under the statutes, as follows: (1) the purposes for which the debt proceeds
may be used; (2) the types of debt that may be issued; (3) the relationship of the debt to, and integration
with, the issuer’s capital improvement program or budget, if applicable; (4) policy goals related to the
issuer’s planning goals and objectives; and (5) the internal control procedures that the issuer has
implemented, or will implement, to ensure that the proceeds of the proposed debt issuance will be
directed to the intended use. As to General Fund supported debt, the Local Debt Policy provides that the
City should strive to maintain its net General Fund-backed annual debt service at or less than 10% of
available annually budgeted revenue. This ratio is defined as the City’s annual debt service requirements
on General Fund supported debt (including, but not limited to, lease revenue bonds and pension
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obligation bonds) compared to total annual General Fund revenues net of interfund transfers. The policy
further provides that, for purposes of calculating the ratio described in the preceding paragraph, any
portion of annual debt service on General Fund supported debt that is paid from a dedicated stream of
restricted revenues that has been directed toward the payment of annual debt service through a bond
covenant or other similar legal obligation shall be excluded from the amount of “net General Fund-backed
annual debt service” stated in the numerator of the ratio. Examples of such restricted revenues include,
but are not limited to, a voter-approved sales tax restricted for transportation infrastructure (such as the
Measure X Sales Tax (as defined herein) - see “MEASURE X herein) or a voter-approved parcel tax for
specific purposes.

Budgetary Process; General Fund Budget

The fiscal year of the City begins on July 1 of each year and ends on June 30 of the following
year. The annual budget assures the efficient, effective, and economic uses of the City’s resources, as
well as establishing that the highest priority objectives are accomplished. Through the budget, the City
Council sets the direction of the City, allocates its resources, and establishes its priorities. The City
Council and management staff routinely conduct two strategic planning sessions each year, one in June
and one in January. The long-term goals and six-month objectives developed in these sessions form the
basis for the development of the budget.

The City uses the following procedures in establishing the annual budget:

1. Before the beginning of each fiscal year, the City Manager submits to the City Council a
proposed budget for the fiscal year commencing July 1 and a forecasted budget for the following fiscal
year. Proposed budgets are presented to the City Council in May of each year and a follow-up study
session follows.

2. Two public meetings are held in June to discuss the budget, including the conduct of a public
hearing to obtain public comment and community input.

3. The budget is adopted in June through passage of a resolution and is published separately.

4. All appropriations are as originally adopted or as amended by the City Council and all
unencumbered budgeted amounts lapse at year-end.

5. Legally adopted budget appropriations are set for the General Special Revenue, Debt Service,
and Capital Projects Funds.

6. Budgetary control is at the City Manager level. A department head, with City Manager
approval, may transfer up to $10,000 of appropriations within the department. The City Council, by the
affirmative vote of three members, may amend the budget to add or delete appropriations, transfer
appropriations within a fund, or change appropriations between funds.

The Fiscal Year 2018-19 budget, adopted by the City Council on June 21, 2018, includes
estimated General Fund revenues of $32,140,044, an increase of approximately $1 million, or 3% from
the Fiscal Year 2017-18 amended budget. This increase is largely due to increases in sales and use tax
revenue (Measure L) and anticipated revenue from the marijuana business tax (Measure G), both
approved by the City’s voters in June 2017 (see “CITY FINANCIAL AND GENERAL FUND
OVERVIEW — General” herein). Other revenues such as franchise fees, utility user taxes, business
license taxes, and fees and charges are anticipated to also increase. The key revenue sources to the City’s
General Fund are sales tax, property tax, transaction tax, transient occupancy tax, vehicle-in-lieu, and
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utility user tax. These six revenues account for 84%, or approximately $27 million, of the estimated
$32.1 million in General Fund revenues, as follows: sales and use tax (estimated $7.5 million), property
tax (estimated $3.54 million), transaction tax (estimated $6.6 million), transient occupancy tax (estimated
$3.2 million), vehicle-in-lieu (estimated $3.51 million), and utility user tax (estimated $2.782 million).
The transaction tax represents sales taxes collected under the City’s Measure R sales tax and the City’s
Measure L sales tax and is accounted for separately from the revenues derived from the statewide rate of
sales and sales tax, because auto sales are handled differently under local sales tax measures than the
statewide sales tax. See “ADDITIONAL GENERAL FUND AND RELATED CITY FINANCIAL
INFORMATION — Primary General Fund Tax Revenue Sources — Sales and Use Tax; Transaction Tax”
herein. Total Fiscal Year 2018-19 budgeted expenditures are $32,097,969, representing a projected
surplus of revenues over projected expenditures in the General Fund of $42,075. The Fiscal Year 2018-
19 budget features slightly increased personnel expenditures due to implementation of collective
bargaining unit memoranda of understanding (see “ADDITIONAL GENERAL FUND AND RELATED
CITY FINANCIAL INFORMATION — Employee Relations” herein), increases in retirement and medical
rates, and the addition of two new full-time positions: a Community Services Officer, a non-sworn
support position in the City’s Police Department, and a Geographic Information System Coordinator.

The Fiscal Year 2017-18 adopted budget reflected a reorganization of some departments:
Community and Economic Development, Recreation, and Human Resources were moved under the City
Manager. The City’s Fiscal Year 2017-18 fee schedule was increased by the consumer price index (CPI)
in June 2016 with the adoption of the Fiscal Year 2017-18 budget to keep fees current with the cost of
living. The Fiscal Year 2017-18 original revenue budget for the City’s General Fund was approximately
$29.52 million, and the original expenditure budget was approximately $29.44 million, calculated to
allow the City to build reserves to exceed $6 million. Based on unaudited, estimated actual figures for
Fiscal Year 2017-18, including accruals through July 31, 2018, actual 2017-18 General Fund revenues are
estimated at $30.97 million, exceeding budgeted 2017-18 General Fund revenues by approximately $1.45
million. Based on unaudited, estimated actual figures for Fiscal Year 2017-18, including accruals through
July 31, 2018, actual 2017-18 General Fund expenditures are estimated at $26.9 million, which is
approximately $2.53 million lower than budgeted 2017-18 General Fund revenues. Estimated 2017-18
figures are subject to change as the City’s accrual period for both revenues and expenditures in Fiscal
Year 2017-18 continues through and ends on September 30, 2018.

The Fiscal Year 2016-17 original revenue budget for the City’s General Fund was approximately
$27 million, and the City collected approximately $28.6 million, or 6% more than budgeted. This
increase is primarily attributable to increased receipts for property taxes due to increased assessed
valuations after the recovery from the recession, allocation under the Redevelopment Dissolution Act of
Former Redevelopment Agency property tax increment to the City’s General Fund, strong sales taxes
collections because of continued strong auto sales, and continued strong transient occupancy tax
collections. The original expenditure budget was approximately $24.8 million. Actual expenditures were
greater than the original budget by approximately $1.3 million or 5%. This is largely due to the
implementation of the City Council’s new Strategic Direction.

The Fiscal Year 2015-16 original revenue budget for the City’s General Fund was approximately
$25.8 million, and the City collected approximately $1.7 million, or 6.6% more than budgeted. This
increase is primarily attributable to funds allocated to the City under the Redevelopment Dissolution Act
from the dissolution of the Former Redevelopment Agency. The original expenditure budget was
approximately $24.3 million, and actual expenditures were less than the original budget by approximately
$100,000 or less than 1%.
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MEASURE X
Covenant to Use Measure X Revenues for Lease Payments

Although the obligation of the City to make Lease Payments is an obligation of the City’s
General Fund, the City intends and has covenanted in the Lease Agreement to use the Measure X
Revenues, to extent distributed to the City, to make the Lease Payments prior to any other expenditures
eligible under the Measure X Ordinance and Measure X Funding Agreement (as such capitalized terms
are defined below). As discussed in more detail above under “THE LEASE AGREEMENT — Measure X
Special Revenue Fund,” commencing November 1, 2018, the Treasurer of the City will transfer moneys
from the Measure X Special Revenue Fund to pay the Lease Payments in accordance with the Lease
Agreement.

General

Measure X was a ballot measure in the November 8, 2016 election in the County that proposed a
three-eighths cent (0.375%) retail transactions and use tax increase on each dollar of taxable sales
(originating in or made from the County) (the “Measure X Sales Tax”) for thirty years in order to pay for
transportation infrastructure projects. The Measure X Sales Tax applies to transactions involving tangible
personal property sold at retail in the County and upon the storage, use or other consumption in the
County of tangible personal property purchased from a retailer for storage, use or other consumption in
the County. Measure X was approved by voters with 67.71% of the vote, just over the two-thirds
majority required by the California law to raise local taxes.

The ballot measure adopted Ordinance No. 2016-01 of the Transportation Agency for Monterey
County (“TAMC), called the Transportation Safety and Investment Plan and Retail Transactions and Use
Tax Ordinance (the “Measure X Ordinance”), which included an expenditure plan defining specific
projects to be funded, policies, and allocation of proceeds of the Measures X Sales Tax. TAMC is a
public agency separate from the County or any city but with a governing body comprised of
representatives of the County and every city within the County, including the City, and is responsible for
regional transportation planning and projects. The Measure X Ordinance became effective on April 1,
2017, and is set to expire on March 31, 2047. Projects to be funded include regional road safety and
congestion improvements, pedestrian and bike safety and mobility projects, and funds for local cities and
the County to spend on local road maintenance, pothole repairs, and safety improvements. 60% of the
Measure X Sales Tax is designated for allocation to cities within the County and the County itself for
local road projects; 40% is designated for TAMC to use for regional projects. TAMC allocates and
distributes proceeds of the Measure X Sales Tax monthly to cities and the County in accordance with a
formula that is based 50% on population and 50% on lane miles. TAMC will update the funding shares
formula annually at the beginning of each fiscal year using California Department of Finance population
figures and Association of Monterey Bay Area Governments (or equivalent) lane mile data City and
county formula shares are distributed to each city and the County by the County Auditor-Controller on a
quarterly basis subject to an agreement TAMC and the County.

TAMC may issue bonds secured by the regional share of the proceeds of the Measure X Sales
Tax, which under the Measure X Ordinance enjoy the first pledge and lien on all proceeds of the Measure
X Sales Tax, subject to the 60% allocation to local agencies under the Measure X Ordinance.
Accordingly, proceeds of the Measure X Sales Tax are allocated first by the CDTFA to TAMC, or as
directed by TAMC, to the trustee for any bonds issued by TAMC secured by proceeds of the Measure X
Sales Tax (“TAMC Senior Bonds”), second to TAMC after reservation by the trustee for annual debt
service on TAMC Senior Bonds, and third by TAMC to local agencies, including the City, of the
corresponding local agency share after deduction of CDTFA and TAMC administrative costs. There are
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no outstanding TAMC Senior Bonds issued to date, although TAMC indicates that it expects to issue
TAMC Senior Bonds sometime in calendar year 2019. The City’s allocation of proceeds of the Measure
X Sales Tax in accordance with the foregoing process, is defined in the Lease Agreement and the Trust
Agreement as “Measure X Revenues.”

Measure X Revenues must be used for transportation purposes authorized by the Measure X
Ordinance, as approved by TAMC. As provided in the Measure X Ordinance, the City has entered into a
Master Programs Funding Agreement, effective August 7, 2017 (the “Measure X Funding Agreement”),
with TAMC that includes enforcement procedures designed to reassure the public that tax revenues are
spent in accordance with the ballot language. The Measure X Funding Agreement provides that Measure
X Revenues may be expended on any or all of the following categories: (i) road and street maintenance
and repairs, including but not limited to filling potholes, repairing, or resurfacing or reconstruction of
roads, streets, and bridges (including walkways or bikeways), or otherwise conducting maintenance to
extend the lifetime of the roadway network and/or reduce or eliminate liability and safety concerns; (ii)
road safety and operations, consisting of improvements designed to reduce traffic collisions and related
injuries and fatalities, as well as projects designed to reduce traffic delays, such as roundabouts, turning
lanes, traffic signals or other intersection improvements, hazard eliminations, safety barriers, traffic
calming or speed reduction measures (but excluding new lane miles or roadways, with the exception of
the Pinnacles Parkway Connection project); (iii) walkability and pedestrian safety projects designed to
make neighborhoods or corridors walkable by making walking safer, more comfortable and convenient;
(iv) bike safety projects, such as new or improved bikeways, removing barriers to bicycling (curbs,
medians, etc.), signal detectors, and bicycle racks, lockers and other storage facilities; (v) street
enhancements, including but not limited to lighting, landscaping, and drainage improvements; (vi) new
technology to promote transportation safety, mobility, cost savings or air quality improvements (such as
electric vehicle chargers, vehicle detection systems, traffic signal synchronization); (vii) costs of
planning, engineering, design and environmental review and mitigation and acquisition necessary to
undertake any project described in the foregoing clauses (i) through (vi); and (viii) the direct costs of
fulfilling the reporting and implementation requirements imposed by the Measure X Funding Agreement,
including the preparation of audits and reports.

Under the Measure X Funding Agreement, the City must complete a separate independent audit
of the City’s financial statements for the prior fiscal year ended June 30 of Measure X funds received and
used, and provide such audit to TAMC by December 31 of each year. The City is required to account for
Measure X funds, including any interest received or accrued, separately from any other funds received
from TAMC or any other source. The City is required to prepare and submit to TAMC a Measure X 5-
Year Capital Improvement Program that identifies the eligible transportation projects that are anticipated
to be funded with the jurisdiction’s share of Local Road Projects funds, and to update this document on an
annual basis no later than December 31 of each year thereafter. The City must also submit annual
Pavement Management Program reports in a form specified by TAMC no later than December 31st each
year on the conditions of City’s streets, to ensure timely repairs and keep the public informed. The City
must also annually certify, no later than December 31 of each year thereafter, in an annual Maintenance
of Effort Report verification that the Measure X funds are used to augment and not supplant local
resources spent, and the City must expend each fiscal year from its general fund for street and highway
purposes an amount not less than the annual average of its expenditures from its general fund during the
preceding three fiscal years, as reported to the Controller pursuant to the California Streets and Highways
Code, but excluding from such calculation one-time capital expenses, and expiration of any voter-
approved fund sources that were used for local transportation purposes.

Failure to meet the conditions of the Measure X Funding Agreement will result in the suspension
of the distribution of Measure X Revenues to the City. Resumption of funding distribution to the City
shall resume only after full repayment for any misuse, and confirmation by TAMC of compliance to each
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of the conditions in the Agreement. Local road projects program funding accrued due to the failure of a
city/county to meet the above conditions will be held in trust for up to two (2) years for said jurisdiction,
after which the funds will be redistributed to the remaining cities/county in the County per formula.
Resumption of funding to the City can occur at any time during the life of Measure X upon compliance
with the conditions included in the Measure X Funding Agreement and full repayment of any prior
misused funds.

Historical Measure X Revenue Collections. Since commencement of the Measure X Sales Tax
on April 1, 2017, the City has received the following amounts of Measure X Revenues:

Measure X

Fiscal Year (Portion) Fiscal Quarter Revenue Amount
2016-17 ® April 1, 2017 ' through June 30, 2017 $151,786.93
Total for FY 2016-17 (portion since inception): $151,786.93
2017-18 July 1, 2017 through September 30, 2017 $247,794.45
2017-18 October 1, 2017 through December 31, 2017 267,486.15
2017-18 @ January 1, 2018 through March 31, 2018 @ 261,902.06
Total for FY 2017-18 (portion received to date): $777,182.66

(M Measure X was approved by the County voters at the November 8, 2016 election, and by the terms of the Measure X
Ordinance, the Measure X Sales Tax commenced on April 1, 2017.
@ March 31, 2018 is the most recent quarter end for which Measure X Revenues have been distributed to the City.

Special Revenue Fund; Use of Tax Proceeds. Unless and until the Measure X Sales Tax is
repealed by the voters, the proceeds of the Measure X Sales Tax shall be placed in a special fund (the
“Measure X Special Revenue Fund”) to be used for payment of the Lease Payments that secure and
provide the source of repayment of the Bonds. Although the obligation of the City to make Lease
Payments is an obligation of the City’s General Fund, the City intends and has covenanted in the Lease
Agreement to use the Measure X Revenues, to extent distributed to the City, to make the Lease Payments
prior to any other expenditures eligible under the Measure X Ordinance and Measure X Funding
Agreement. See “THE LEASE AGREEMENT — Measure X Special Revenue Fund” herein.

Collection With Sales and Use Taxes. The Measure X Sales Tax is collected by the California
Department of Tax and Fee Administration in the same manner as the statewide base sales and use tax.
Collection of the Measure X Sales Tax began on April 1, 2017.

Termination of the Measure X Tax. Under the terms of the Measure X Ordinance, the Measure
X Sales Tax continues until March 31, 2047.

County Taxable Transactions
As noted above, the Measure X Sales Tax applies to transactions involving tangible personal

property sold at retail in the County and upon the storage, use or other consumption in the County of
tangible personal property purchased from a retailer for storage, use or other consumption in the County.
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The number of sales permits and the valuation of taxable transactions in the County subject to
sales tax are presented in the following table.

County of Monterey
Permit Numbers and Taxable Transaction Valuation
Calendar Years 2011-2016

No. of Total

Year Permits Total All Outlets V®
2011 10,268 $5,312,732
2012 10,184 5,637,445
2013 10,389 5,910,531
2014 10,535 6,200,747
2015 @ 11,534 6,406,117
2016 OW 11,725 6,665,936

(1) In thousands of dollars (1,000s).

(2) Reflects sales from incorporated and unincorporated areas of the County.

(3) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the
number of outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store
retailers. Therefore, number of Outlets also may not be comparable to that of calendar years prior to 2015.

(4) Most recent year for which data is available (as of August 8, 2018).

Source: California Board of Equalization.

A summary of taxable sales within the County, by type of business, during the past five years for
which data is available is shown in the following table.

County of Monterey
Taxable Transaction Valuation "
Calendar Years 2012-2016

Business 2012 2013 2014 2015 @ 2016 V¥
Motor Vehicle and Parts Dealers $ 666,429 $ 742,343 $ 821,637 $ 929,924 $1,010,625
Home Furnishings and Appliance Stores 81,177 87,719 88,134 200,659 229,678
Building Material, Garden Equip & Supplies 287,797 317,910 332,583 376,468 394,572
Food and Beverage Stores 294,742 308,182 320,804 327,246 327,444
Gasoline Stations 656,046 644,586 625,619 543,872 496,532
Clothing and Clothing Accessories Stores 294,017 312,175 323,291 340,549 354,360
General Merchandise Stores 500,337 507,088 521,361 478,901 477,803
Food Services and Drinking Places 637,659 677,471 743,876 791,066 832,547
Other Retail Group 508,890 539,549 562,105 512,008 540,363
Total Retail and Food Services $3,927,095 $4,137,019 $4,339,409 $4,500,693 $4,663,925

All Other Outlets 1,710,350 1,773,512 1,861,338 1,905,434 2,002,011
Total All Outlets $5,637,445 $5,910,531 $6,200,747 $6,406,117 $6,665,936

(1) In thousands of dollars (1,000s).

(2) Beginning in 2015, the outlet counts in the California Board of Equalization Taxable Sales in California Reports show the number of
outlets that were active during the reporting period. Retailers that operate part-time are now tabulated with store retailers. Therefore,
industry-level data for 2015 and subsequent years are not comparable to that of years prior to 2015.

(3) Most recent year for which taxable sales data by industry is available (as of August 8, 2018).

Source: California Board of Equalization.

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE
SOLELY FROM AND SECURED BY A PLEDGE OF THE TRUST ESTATE AND CERTAIN FUNDS
AND ACCOUNTS HELD UNDER THE TRUST AGREEMENT. THE AUTHORITY HAS NO
TAXING POWER. THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS AND
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ADDITIONAL RENTAL PAYMENTS UNDER THE LEASE AGREEMENT WILL NOT
CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH THE CITY HAS LEVIED OR
PLEDGED ANY FORM OF TAXATION OR THE CITY WILL BE OBLIGATED TO LEVY OR
PLEDGE ANY FORM OF TAXATION. NEITHER THE BONDS NOR THE OBLIGATION OF THE
CITY TO MAKE LEASE PAYMENTS AND ADDITIONAL RENTAL PAYMENTS UNDER THE
LEASE AGREEMENT WILL CONSTITUTE AN INDEBTEDNESS OF THE CITY, STATE OR ANY
OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATIONS.

ADDITIONAL GENERAL FUND AND RELATED CITY FINANCIAL INFORMATION

The City’s General Fund provides primary funding for the City’s governmental activities,
including general government, public safety, recreation, public works, and community development.
General Fund revenues include, but are not limited to, property and sales taxes, user fees, investment
income. As shown in Tables 11 and 12, tax revenues consistently comprise the most significant General
Fund revenue source, ranging from approximately 81 to 91 percent of General Fund revenues over each
of the past six Fiscal Years. The primary tax revenues sources are detailed on the following pages.

In addition to the ongoing costs of providing governmental services, General Fund expenditures
also encompass and are affected by considerations such as long-term contractual obligations, pension
obligations and post-retirement health benefits, collective bargaining contracts, and risk management.
Additional information regarding such considerations are set forth in this section, following the
discussion of primary General Fund tax revenues.

The discussions of this “ADDITIONAL GENERAL FUND AND RELATED CITY FINANCIAL
INFORMATION” section of this Official Statement and the FY 2016-17 CAFR contain “forward-looking
statements” based on the City’s current expectations and assumptions. While the City believes that these
expectations and assumptions are reasonable, there is no guarantee that future circumstances and the
actual results will not materially differ from current expectations.

[The remainder of this page is intentionally left blank.]
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Primary General Fund Tax Revenue Sources

As shown in Table 12, the largest source of the City’s General Fund revenues is from tax revenues. Such revenues are based on various types of taxes,
such as sales tax, transactions tax, property tax, transient occupancy tax, franchise tax, documentary transfer tax, and utility users taxes. Among the largest tax
revenues sources, consistently from Fiscal Years 2012-13 through 2016-17, are the sales tax, transaction tax, property tax, property tax in-lieu of motor vehicle
license fees (the “VLF In-Lieu Tax”; see “— Vehicle License Fee (VLF) In-Lieu Property Taxes” herein), transient occupancy tax, and utility users tax. The
transaction tax represents sales taxes collected under the City’s Measure R sales tax and the City’s Measure L sales tax and is accounted for separately from the
revenues derived from the statewide rate of sales tax, because auto sales are handled differently under local sales tax measures than the statewide sales tax. See
“ADDITIONAL GENERAL FUND AND RELATED CITY FINANCIAL INFORMATION - Primary General Fund Tax Revenue Sources — Sales and Use Tax;
Transaction Tax” herein. The table below provides the amount of primary tax revenues and the corresponding share of General Fund revenues that each represents
for Fiscal Years 2012-13 through 2016-17.

TABLE 12
City of Seaside
Primary General Fund Tax Revenues Sources
Fiscal Years 2012-13 through 2016-17

@

2012-13 2013-14 2014-15 2015-16 2016-17
% of % of % of % of % of
General General General General General
Fund Fund Fund Fund Fund
Tax Revenue Source Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues
Sales and Use Tax @ $ 5,307,695 21.8% $ 5,902,317 24.9% $ 5,319,525 20.8% $ 7,404,844 27.0% $ 7,282,908 25.5%
Transaction Tax 3,304,931 13.6 3,434,628 14.5 2,909,810 114 3,781,475 13.8 3,899,854 13.6
Property Tax ® 2,343,970 9.6 2,019,943 8.5 3,128,393 12.2 3,304,592 12.0 3,591,490 12.6
VLF In-Lieu Tax 2,497,644 10.3 2,633,620 11.1 2,853,889 11.2 3,009,438 11.0 3,185,307 11.1
Transient Occupancy
Tax 2,092,390 8.6 2,419,935 10.2 2,380,355 9.3 2,902,459 10.6 2,701,624 9.4
Utility Users Tax 2,360,028 9.7 2,302,678 9.7 2,005,386 7.8 2,236,407 8.1 2,484,448 8.7
Subtotal Primary
Tax Revenues $17,906,658 73.7% $18,713,121 78.9% $18,597,358 72.8% $22,639,215 82.5% $23,145,631 81.0%
Other Tax Revenues 1,884,300 7.8 2,019,298 8.5 3,934,032 154 2,390,584 8.7 2,381,993 8.3
Total Tax Revenues $19,790,958 81.4% $20,732,419 87.5% $22,531,390 88.2% $25,029,799 91.2% $25,527,624 89.3%
Total General Fund
Revenues ¥ $24,302,877 100.0% $23,705,524 100.0% $25,551,026 100.0% $27,451,213 100.0% $28,592,387 100.0%

(1) General Fund Tax Revenues exclude Measure X Revenues, because Measure X Revenues are restricted in use for road improvement and other authorized transportation infrastructure purposes
and are accounted for in the Special Revenue Funds of the City. See “MEASURE X herein.

(2) Through Fiscal Year 2015-16, includes amounts received by the City as property tax in lieu of sales tax pursuant to the “Triple Flip.” See “— Sales and Use Tax — Triple Flip” below.

(3) Property Tax revenues shown include fluctuations for one-time distributions of property tax from land sales as a result of statutory dissolution of the Former Redevelopment Agency, as follows:
$0 in Fiscal Years 2012-13 and 2013-14, $299,581 in Fiscal Year 2014-15, $365,649 in Fiscal Year 2015-16, and $720,184 in Fiscal Year 2016-17. See “CITY FINANCIAL AND GENERAL
FUND OVERVIEW - General.”

(4) See Table 11 (Statement of Revenues, Expenditures and Changes in General Fund Balance) above.

Source: City of Seaside.

12425-0019\2200089v7.doc

-48-

Packet Page 269



The Fiscal Year 2018-19 budget, adopted by the City Council on June 21, 2018, includes the
City’s projections for tax revenues for Fiscal Year 2018-19, as well as the tax revenues from the City’s
amended Fiscal Year 2017-18 budget. As set forth in the adopted Fiscal Year 2018-19 budget, the
budgeted revenues derived from the historical six largest sources of tax revenues for the City for Fiscal
Years 2017-18 and 2018-19 are as follows:

TABLE 13
City of Seaside
Budgeted Primary General Fund Tax Revenues
Fiscal Years 2017-18 and 2018-19

@)

2017-18 Amended Budget 2018-19 Adopted Budget
% of General % of General
Fund Fund
Tax Revenue Source Revenues Revenues Revenues Revenues
Sales and Use Tax $ 7,473,000 24.0% $ 7,500,000 23.3%
Transaction Tax 5,432,000 17.4 6,600,000 20.5
Property Tax @ 3,470,655 11.1 3,545,422 11.0
VLF In-Lieu Tax 3,335,000 10.7 3,510,000 10.9
Transient Occupancy Tax 3,200,000 10.3 3,200,000 10.0
Utility Users Tax 2,588,000 8.3 2,782,000 8.7
Subtotal Primary Tax Revenues $25,498,655 81.9% $27,137,422 84.4%
Total General Fund Revenues $31,140,516 100.0% $32,140,044 100.0%

(1) General Fund Tax Revenues exclude Measure X Revenues, because Measure X Revenues are restricted in use for road
improvement and other authorized transportation infrastructure purposes and are accounted for in the Special Revenue
Funds of the City. See “MEASURE X herein.

(2) Property Tax revenues shown include fluctuations for one-time residual distributions of property tax from land sales as a
result of statutory dissolution of the Former Redevelopment Agency, budgeted/projected at $300,000 for each of Fiscal
Years 2017-18 and 2018-19. See “CITY FINANCIAL AND GENERAL FUND OVERVIEW — General.”

Source: City of Seaside.

Sales and Use Tax; Transaction Tax. A sales and use tax (referred to collectively herein as
“sales tax” or “sales taxes”) is imposed on retail sales or consumption of personal property. As reflected
in Tables 12 and 13 above and the City’s adopted budgets, the City accounts for revenues described as
“Sales and Use Tax” separately from revenues described as “Transaction Tax.” While both categories
consist of what is typically known as a sales tax, the City uses the “Sales and Use Tax” category to
account for revenues allocated to the City from the statewide rate of sales tax and the “Transaction Tax”
category to account for revenues derived from the City’s voter-approved local Measure R and Measure L
sales taxes

The City uses this distinction between “Sales and Use Tax” and “Transaction Tax,” because
under State law auto sales are handled differently with respect to local sales tax measures than the
statewide sales tax. Sales taxes are governed by the Bradley-Burns Uniform Local Sales and Use Tax
Law, set forth in California Revenue and Taxation Code Section 7200 et seq. (the “Sales and Use Tax
Law”). Under the Sales and Use Tax Law, the total tax rate in effect in the City (i.e., the statewide rate,
together with the local transaction (sales) tax rates) generally applies to sales delivered or shipped into the
City by a retailer that is engaged in business in the City. However, the gross receipts from sales of
tangible personal property at retail to be used outside of the City and which is shipped to a point outside
of the City are exempted from the computation of the amount of the City’s local transaction (sales) tax,
but not the statewide rate of sales tax. With respect to vehicles (other than commercial vehicles),
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“delivery to a point outside of the City” is determined by registration of the vehicle to an out-of-City
address and by a declaration under penalty of perjury, signed by the buyer, stating that such address is his
or her principal place of residence. As to commercial vehicles, “delivery to a point outside of the City” is
determined by registration to a place of business out of the City and by a declaration under penalty of
perjury, signed by the buyer, stating that such address will be operated from that address. Therefore, auto
dealers located in the City who sell vehicles to purchasers registering the vehicle to an address outside of
the City are required to report, collect, and pay the statewide rate of sales tax but not the City’s local
transaction (sales) tax.

Moreover, for purposes of the local transaction (sales) tax, any retailer of vehicles is deemed to be
“engaged in business in the City” when the purchaser of the vehicle registers or licenses the vehicle at an
address in the City. Therefore, auto dealers not located in the City but who sell vehicles to purchasers
registering the vehicle to an address within the City are required to report, collect, and pay the City’s local
transaction (sales) tax, as well as the statewide rate of sales tax (although the portion of the statewide rate
of sales tax allocated to local governments in this case does not accrue to the City but instead the city or
county in which the selling auto dealer is located).

Sales Tax Rates

The City’s sales and use tax revenue reflected in Tables 12 and 13 above represents the City’s
share of the statewide rate of sales tax, imposed on taxable transactions occurring within the City’s
boundaries. The statewide rate of the sales tax is currently 7.25%.

The City’s transaction tax revenue reflected in Tables 12 and 13 above represents, collectively,
proceeds of (i) the City’s Measure R sales tax, a one cent per dollar (1.0%) local transaction (sales) tax
approved by its voters on February 5, 2008, and (ii) the City’s Measure L sales tax, a 4 cent per dollar
(0.5%) local transaction (sales) tax approved by its voters on June 6, 2017. Both Measure R and Measure
L were approved by the voters to fund, protect, and maintain general City services.

The State collects and administers sales taxes, and makes distributions on taxes collected within
the City. Effective July 1, 2017, the Taxpayer Transparency and Fairness Act of 2017 restructured the
State Board of Equalization (the “BOE”) and separated its functions among three separate entities. The
BOE continues to perform the duties assigned to it by the State Constitution, while all other duties have
been transferred to the recently established California Department of Tax and Fee Administration (the
“CDTFA”) and the Office of Tax Appeals. The California Government Operations Agency is responsible
for coordinating the transition of the restructure of the BOE and the establishment of the CDTFA.

Businesses remit sale tax collections to the CDTFA at the end of each month. The CDTFA
makes distributions of the allocable portion of sales tax revenues derived from the statewide rate to the
City and the County, and from sales tax revenues derived from voter-approved local sales tax measures to
the applicable local agency, after deduction of the State’s administrative costs, three months after the end
of each fiscal quarter. As to the Measure X Sales Tax, the City receives its allocation of its local share
directly from the Transportation Agency for Monterey County (“TAMC”), after TAMC receives the
Measure X Sales Tax Revenues from the CDTFA on a quarterly basis. Pursuant to Measure X
requirements, the City accounts for the Measure X Sales Tax Revenues separately from all other sales and
transaction taxes and within the Special Revenue Funds of the City; Measure X Sales Tax Revenues are
not included in General Fund Revenues. See “MEASURE X herein.
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The sales tax rate currently in effect in the City consists of the following base tax and voter-
approved sales tax rates:

TABLE 14
City of Seaside
Sales Tax Rate
As of January 1, 2018

Jurisdiction Rate
State of California (includes 1.25% allocation to local agencies) 7.250%
City of Seaside (Measure R and Measure L transaction tax) " 1.500
Transportation Agency for Monterey County (Measure X)® 0.375
Other special districts 0.125
Total 9.250%

(1) Voter-approved Measure R and Measure L transaction taxes do not have any sunset or final date for receipt of taxes.

(2) Voter-approved Measure X sales tax expires pursuant to the terms of the authorizing ordinance on March 31, 2047. See
“MEASURE X” herein.

Source: California Department of Tax and Fee Administration, and City of Seaside.

As shown in Table 12, sales and use tax revenues derived from the statewide base rate of sales
tax represented the largest source of tax revenues for the City’s General Fund in each of Fiscal Years
2012-13 through 2016-17, comprising approximately 25.5 percent of the City’s total General Fund
revenues in Fiscal Year 2016-17 (inclusive of property tax in lieu of sales tax and the City’s receipts of
regular sales and use taxes derived from the statewide rate of sales tax). As discussed further under the
subcaption “— Triple Flip” below, the final Fiscal Year in which property tax in lieu of sales tax was
distributed to the City is Fiscal Year 2015-16. Based on the City’s 2017-18 amended budget, the sales
and use tax revenues are projected at $7,473,000, representing approximately 24.0 percent of the City’s
total budgeted General Fund revenues in Fiscal Year 2017-18. Based on a sampling of data over the past
five Fiscal Years, the City estimates that 50 to 60 percent of its sales and use tax revenues is generated
from the auto dealers located in the Seaside Auto Mall.

As shown in Table 12, transaction tax revenues (derived from the City’s voter-approved local
Measure R and Measure L sales taxes) represented the second largest source of tax revenues for the City’s
General Fund in each of Fiscal Years 2012-13, 2013-14, 2015-16, and 2016-17 and the third largest
source of tax revenues for the City’s General Fund in Fiscal Year 2014-15, comprising approximately
13.6 percent of the City’s total General Fund revenues in Fiscal Year 2016-17. Based on the City’s 2017-
18 amended budget, the transaction tax revenues are projected at $5,432,000, representing approximately
17.4 percent of the City’s total budgeted General Fund revenues in Fiscal Year 2017-18.

See Tables 7 and 8 under the caption “THE CITY — Taxable Transactions” for information
regarding taxable transactions in the City for calendar years 2012 through 2016 and 2011 through 2016,
respectively.

Triple Flip

The figures shown in Table 12 for sales and use tax revenues through Fiscal Year 2015-16
include property tax that the City received in lieu of sales tax because of the “Triple Flip.” In 2004, state
voters approved the “California Economic Recovery Act,” which authorized the issuance of $15 billion in
bonds (the “Economic Recovery Bonds™) to finance state budget deficits. $11.3 billion of the Economic
Recovery Bonds were issued in 2004 and an additional $3.3 billion were issued in 2008. To repay the
Economic Recovery Bonds, the State pledged one quarter cent of the local government’s share of sales
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tax revenues. In such connection, the State instituted a complex series of revenue exchanges commonly
referred to as the “Triple Flip” which generally consisted of the following steps:

Flip 1: Shifted one-quarter cent of the cities’ and counties’ portion of the sales and use tax
rate imposed by the Bradley-Burns Uniform Local Sales and Use Tax Law to the
State to repay the Economic Recovery Bonds,

Flip 2: Replaced the diverted local sales taxes, dollar-for-dollar, with property taxes shifted
from school and community college districts — specifically, from county Education
Revenue Augmentation Funds (“ERAF”), and

Flip 3: Offset the school and community college district tax losses from the redirection of
ERAF to cities and counties by increased State education aid under Proposition 98
minimum guarantee.

On August 5, 2015, the State Department of Finance announced the final repayment of the
Economic Recovery Bonds. Consequently, the process of unwinding of the Triple Flip was completed
by the end of Fiscal Year 2015-16, subject to any final settle-up amounts attributable to sales taxes
received in to the Fiscal Recovery Fund (i.e., debt service fund for the Economic Recovery Bonds) after
repayment of the Economic Recovery Bonds in full.

Property Taxes. Property taxes represent a significant source of the City’s General Fund
revenues. As shown in Table 12, property tax revenues represented the third largest source of tax
revenues for the City’s General Fund in each of Fiscal Years Fiscal Years 2015-16 and 2016-17 and the
second largest source of tax revenues for the City’s General Fund in Fiscal Year 2014-15. Property tax
revenues comprised approximately 12.8 percent of the City’s total General Fund revenues in Fiscal Year
2016-17. The figures shown in Table 12 for property tax revenues include neither: (i) property tax that
the City received in lieu of sales tax because of the “Triple Flip” (see “Sales and Use Tax — Triple Flip”
above), and (ii) property tax that the City received in lieu of vehicle license tax (see “— Vehicle License
Fee (VLF) In-Lieu Property Taxes” below). However, property tax revenues shown in Table 12 include
fluctuations for one-time distributions of property tax from land sales as a result of statutory dissolution
of the Former Redevelopment Agency, as follows: $0 in Fiscal Years 2012-13 and 2013-14, $299,581 in
Fiscal Year 2014-15, $365,649 in Fiscal Year 2015-16, and $720,184 in Fiscal Year 2016-17. See “CITY
FINANCIAL AND GENERAL FUND OVERVIEW — General.” Based on the City’s 2017-18 amended
budget, property tax revenues are projected at $3,470,655 (including an estimated amount of $300,000 for
a one-time distribution of property tax from land sales as a result of statutory dissolution of the Former
Redevelopment Agency), representing approximately 11.1 percent of the City’s total budgeted General
Fund revenues in Fiscal Year 2017-18.

As reflected in Table 15 below, the City’s assessed value increased by approximately $119.4
million, or 5.8 percent, between Fiscal Years 2015-16 and 2016-17, and by approximately $113.3 million,
or 5.2 percent, between Fiscal Years 2016-17 and 2017-18. See Table 15 for a ten-year history of the
assessed valuation of taxable property within the City.

Proposition 13 Limitations. Article XIIIA of the State of California Constitution imposes limits
on annual adjustments to real property assessed values and to the amount of ad valorem tax that may be
levied on real property. See “LIMITATIONS ON TAX REVENUES AND APPROPRIATIONS -
Article XIIIA.”

Tax Levies and Delinquencies. Taxes are levied by the County for each fiscal year on taxable
real and personal property which is situated in the County as of the preceding January 1. Effective July 1,
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1983, real property that changes ownership or is newly constructed is reassessed at the time the change in
ownership occurs or the new construction is completed. If the property is reassessed at a higher value,
one or more supplemental tax statements will be added to the annual tax bill. If the property is reassessed
at a lower value, the property owner may receive a refund.

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of
each fiscal year, and if unpaid become delinquent on December 10 and April 10, respectively. If the first
installment is not paid by December 10, a ten percent delinquent penalty is added to any unpaid balance.
If the second installment is not paid by April 10, a ten percent penalty plus a charge of $10 is added to the
unpaid balance. Since supplemental tax bills are mailed throughout the year, they may or may not be due
or delinquent at the same time as annual tax bills. The same penalties and charges accrue for delinquent
supplemental taxes as for delinquent annual taxes.

Property on the secured roll with respect to which taxes are delinquent becomes tax defaulted on
or about June 30 of the fiscal year. Such property may thereafter be redeemed by payment of a penalty of
1.5 percent of the unpaid tax per month to the time of redemption, plus costs and a redemption fee. If
taxes remain unpaid for a period of five years following tax default, the property becomes subject to the
County Tax Collector’s power of sale. Properties may be redeemed under an installment plan by paying
the current year’s taxes, plus an initial payment of twenty percent of the redemption amount and an
installment setup fee. The installment plan of redemption allows for the payment of delinquent taxes over
a five-year period beginning the date the installment plan account is opened. An installment plan account
can be opened anytime after the property becomes tax defaulted and within five years of that date. After
the five-year period an installment plan account may not be opened, as the property becomes subject to
the County Tax Collector’s power of sale.

Property taxes on the unsecured roll are due as of the January 1 lien date and, in general, become
delinquent on August 31 and are thereafter subject to a ten percent penalty plus a collection fee. If
unsecured taxes are unpaid on October 31, an additional penalty of 1.5 percent attaches to them on the
first day of each month until paid. The City has four ways of collecting delinquent unsecured personal
property taxes: (1) bringing a civil action against the taxpayer; (2) filing a certificate in the office of the
clerk of the court specifying certain facts in order to obtain a judgment lien on certain property of the
taxpayer; (3) filing a certificate of delinquency for record in the county recorder’s office, in order to
obtain a lien on certain property of the taxpayer; and (4) seizing and selling personal property,
improvements or possessory interests belonging or assessed to the assessee.
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Assessed Valuation. A ten-year history of the City's assessed valuation and property tax
collection rate is as follows:

TABLE 15
City of Seaside
Assessed Value of Taxable Property and Property Tax Collection Rate
Fiscal Years 2008-09 through 2016-17
Total

Percentage of
Collections Collections

Fiscal Year Property  Percentage in (Including

Ended Taxable Assessed  Property Tax Tax of Subsequent Subsequent

June 30 Valuation Levies Collections Collections Years Years)
2009 $1,947,923,797 $4,491,133 $4,406,535 98.12% $74,570 99.78%
2010 1,801,257,448 4,152,979 4,033,233 97.12 64,980 98.68
2011 1,767,355,846 4,074,876 3,964,361 97.29 42,081 98.32
2012 1,729,492,140 3,987,517 3,896,417 97.72 28,074 98.42
2013 1,713,329,873 3,950,392 3,851,877 97.51 26,976 98.19
2014 1,796,501,318 4,142,013 4,041,845 97.58 21,222 98.09
2015 1,947,956,363 4,491,208 4,386,410 97.67 25,288 98.23
2016 2,055,048,202 4,738,119 4,630,765 97.73 23,528 98.23
2017 2,174,493,548 5,013,295 4,892,145 97.58 21,339 98.01
2018 2,287,820,166 5,274,569 5,154,972 97.73 -- --

Source: City of Seaside Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2017, based on information
from County of Monterey as to Fiscal Years Ended June 30, 2009 through June 30, 2017 (excluding column for Total
Percentage of Collections (Including Subsequent Years)); City of Seaside as to Fiscal Year Ended June 30, 2018 and
column for Total Percentage of Collections (Including Subsequent Years), based on information from County of
Monterey.

[The remainder of this page is intentionally left blank.]

-54-
12425-0019\2200089v7.doc Packet Page 275



Top Tax Payers.

The top ten property taxpayers, based on assessed values of taxable property in the City, as shown
on the 2017-18 tax roll, are set forth in the following table:

TABLE 16
City of Seaside
Top Ten Taxpayers Based on Assessed Value
Fiscal Year 2017-18
(current as of June 30, 2018)

Taxable % of

Property Owner Primary Use Assessed Value Total

1. Sunbay Resorts Associates LLC Residential $ 38,183,206 1.67%
2. Seaside Laguna Limited Unsecured 26,500,000 1.16
3. Verducci Enterprises LP Commercial 19,963,026 0.87
4. B & B Golf Course Properties LLC Unsecured 17,092,950 0.75
5. Hovercraft LLC and BJC Seaside LLC Commercial 16,568,879 0.72
6.  Seaside Hospitality LP Commercial 15,597,011 0.68
7.  California- American Water Company Miscellaneous 15,153,695 0.66
8. P and S Real Estate Company Commercial 15,078,699 0.66
9. Lithia Real Estate Inc. Commercial 11,875,681 0.52
10. Peninsula Real Estate Investment LL.C Commercial 9,792.000 0.43

Total Top Ten Taxpayers: § 185,805,147 8.12%

City’s Total Assessed Valuation $2,287,820,166 100.00%

Source: City of Seaside, based on information compiled from Monterey County tax roll.

Vehicle License Fee (VLF) In-Lieu Property Taxes.

The motor vehicle license fee (“VLF”) is an annual fee on the ownership of a registered vehicle
in California. Automobiles, motorcycles, pick-up trucks, commercial trucks and trailers, rental cars and
taxicabs are all subject to the VLF. This fee is collected by the State’s Department of Motor Vehicles and
in the past had been disbursed to other governmental agencies by the State Controller. Cities and counties
received a portion of this revenue based on population.

Prior to 1999, State residents paid a VLF of 2% of the market value of their respective vehicles to
the Department of Motor Vehicles. This VLF funding was passed through to cities and counties
throughout California. The State legislature reduced the VLF tax rate from 2% to 0.65%, commencing in
1999. The same legislation also guaranteed cities and counties that the State would “backfill” the
difference between the two rates.

On June 19, 2003, due to the State budget crisis, the VLF tax rate was restored to the pre-1999
rate of 2%. Due to the increase of the VLF tax rate, the need for the State to backfill local governments
was eliminated. On November 17, 2003, the then new Governor of the State issued an executive order
lowering the rate back down to 0.65% and reinstating the backfill to local governments. During the time
it took the DMV to initiate the increase (approximately three months), the State did not make VLF
backfill payments to local governments. The State Legislature characterized the amount of VLF backfill
revenues it failed to pay to cities and counties during this three-month period as a loan, which was repaid
on August 15, 2006.
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The 2004-05 State budget permanently reduced the VLF tax rate from 2% to 0.65% and deleted
the requirement for backfill payments for the difference between the two rates. Moreover, the 2004-05
State budget provided that the amount of the VLF tax rate of 0.65% allocable to cities and counties under
the California Revenue and Taxation Code instead would be met by an increase in the property tax
allocation to cities and counties. As a result, the State no longer distributes any portion of the VLF to the
City, and instead the County provides the City with the VLF In-Lieu Tax, consisting of an amount
derived and paid from property taxes collected by the County equivalent to the City’s allocation of the
VLF under the California Revenue and Taxation Code.

As shown in Table 12, VLF In-Lieu Tax revenues represented the fourth largest single source of
tax revenues for the City’s General Fund in each of Fiscal Years 2014-15 through 2016-17 and the third
largest single source of tax revenues in each of Fiscal Years 2012-13 and 2013-14. In Fiscal Year 2016-
17, the City’s VLF In-Lieu Tax revenues represented approximately 11.1 percent of the City’s General
Fund revenues for Fiscal Year 2016-17. Based on the City’s 2017-18 amended budget, VLF In-Lieu Tax
revenues are projected at $3,335,000, representing approximately 10.7 percent of the City’s total
budgeted General Fund revenues in Fiscal Year 2017-18.

Transient Occupancy Tax.

The authority to levy a transient occupancy tax is granted to the legislative bodies of cities and
counties in the State by the California Revenue and Taxation Code. The tax may be levied for the
privilege of occupying a room or rooms, or other living space, in a hotel, inn, tourist home or house,
motel, or other lodging unless the occupancy is for a period of more than 30 consecutive days. As shown
in Table 12, transient occupancy tax revenues comprised approximately 8.6 through 10.6 percent of the
City’s total General Fund revenues in Fiscal Years 2012-13 through 2016-17. Based on the City’s 2017-
18 amended budget, transient occupancy tax revenues are projected at $3,200,000, representing
approximately 10.3 percent of the City’s total budgeted General Fund revenues in Fiscal Year 2017-18.

The City’s transient occupancy tax ordinance originally was adopted in 1965, has been amended
several times since its adoption, and presently is codified as Chapter 3.24 of the City’s Municipal Code.
The ordinance provides that the City’s transient occupancy tax rate is 12 percent of the rent charged by
the operator of the premises. The City’s Finance Director serves as the tax administrator, and operators of
properties subject to the City’s transient occupancy tax remit the tax directly to tax administrator, together
with completed reporting forms, on or before the last day of the month following the close of each
calendar month. A delinquent penalty of 10 percent of the amount of the tax attaches to delinquent
transient occupancy tax on the first day of the month after the tax is due. If the operator continues to fail
to remit the delinquent remittance within the next thirty days following the date on which the remittance
first became delinquent, a second delinquent penalty of another 10 percent of the amount of the tax
attaches, in addition to the amount of the tax and the first 10 percent penalty. In addition to the penalties
imposed, interest accrues on delinquent transient occupancy tax at the rate of 0.5 percent per month or
fraction thereof on the amount of the unpaid tax, exclusive of penalties, from the date on which the
remittance first became delinquent until paid.

In addition, on July 5, 2018, the City Council adopted an ordinance amending Chapter 17 (the
Zoning Code) of the City’s Municipal Code to impose regulations upon both hosted and non-hosted short-
term rentals of residential property from one day to no longer than 30 days, including but not limited to
licensing requirements and restrictions upon noise, trash, and other aspects of the short-term rental. By
the City Council’s adoption of a companion ordinance on July 5, 2018, the City Council amended
Chapter 3.24 of the City’s Municipal Code to include short-term rentals of residential property as use that
is subject to the collection of the transient occupancy tax in the same manner as a hotel and to add a new
section within Chapter 3.24 providing for 50 percent of the transient occupancy tax collected from short-
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term rentals to be deposited into the City’s housing fund to assist with affordable housing projects and
activities and remaining 50 percent to be directed toward community and neighborhood park
improvements. The transient occupancy taxes to be derived from such short-term rentals are required
under these municipal code provisions to be deposited into a separate fund account within the General
Fund from the traditional transient occupancy tax revenues. The City’s Fiscal Year 2018-19 budget
includes an estimate of $100,000 for transient occupancy tax revenues derived from short-term rentals of
residential property.

Utility Users Taxes.

Revenues from the utility users taxes represent a significant source of revenues for the General
Fund. Pursuant to State law, the City may impose utility users tax on consumption of utilities services.
The current tax rate of the City’s utility users tax on electricity, natural gas, telephone, water, and cable
bills is six percent, which is the rate authorized by the voters within the City at an election held on
November 5, 2002 and is imposed by Chapter 3.30 of the City’s Municipal Code. The City’s utility users
taxes constitute taxes levied for general governmental purposes, are not considered restricted funds, and
can be used by the City for any General Fund purpose. As shown in Table 12, utility users taxes
represented the sixth largest single source of tax revenues for the City’s General Fund in each of Fiscal
Years 2014-15 through 2016-17, comprising approximately 8.7 percent of the City’s total General Fund
revenues in Fiscal Year 2016-17. Based on the City’s 2017-18 amended budget, utility users taxes are
projected at $2,588,000, representing approximately 8.3 percent of the City’s total budgeted General Fund
revenues in Fiscal Year 2017-18.

Investment Policy and Portfolio

The City’s current investment policy (the “Investment Policy”), rendered annually to the City
Council by the City Treasurer pursuant to Section 53646 of the Government Code of the State was
approved by the City Council on July 19, 2018. The City may amend or update its Investment Policy
from time to time, as permitted by State law. The City and its related entities invest their monies on a
pooled basis, which are accounted for separately by respective fund. As permitted under State law, the
Investment Policy delegates responsibility for the management of the City’s investment program to the
City Treasurer. The Investment Policy further provides that the City Treasurer and the City Manager
shall jointly establish procedures to implement and monitor the Improvement Policy.

The Investment Policy sets forth the City’s objective that the level of investment of all idle funds
be maintained as near 100 percent as possible through daily and projected cash flow determinations, with
the Director of Finance-City Treasurer having responsibility over idle cash management and investment
transactions. Criteria under the Investment Policy for selecting investments and the respective order of
priority are as follows: (i) safety, (ii) liquidity, and (iii) yield. The Investment Policy provides that all
investment shall be made in accordance with Sections 53600 et seq. of the Government Code and as
described within the policy. Under the current Investment Policy, the City may invest in the following
investments, subject to provisions of the Government Code and the limitations set forth in the policy
(including certain credit quality requirements and concentration limitations): government obligations for
which the full faith and credit of the United States of America is pledged for the payment of principal and
interest; obligations issued by agencies or instrumentalities of the U.S. government, repurchase
agreements used solely as short-term investments not to exceed one year, banker’s acceptances,
commercial paper, medium term corporate notes, federally insured or fully collateralized time deposits
(non-negotiable certificates of deposit), negotiable certificates of deposit, the State of California’s Local
Agency Investment Fund (LAIF), and money market mutual funds.
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The par value, market value, cost basis, and percent of total investments by market value for
each category of the City’s investments, as of the quarter ended June 30, 2018, are set forth in the
following table:

TABLE 17
City of Seaside
Cash and Investment Report
as of June 30, 2018

Category Yield Book Value ? % of Total ~ Market Value @

Investments
State Treasurer LAIF - City Account 1.16% $12,800,263.66 48.09% $12,800,263.66
Checking Account
Rabobank - General Checking 0.00% 1,939,444.37 7.29 1,939,444.37
Rabobank - Money Market 0.20% 8,671,342.27 32.58 8,671,342.27
PARS Retirement Account 1.39% 10,689.83 0.04 10,689.83
Bank of America-York Checking 0.00% 39,256.98 0.15 39,256.98
US Bank - Redevelopment Agency Merged Area

Refunding 2014 Bonds

Installment Payment, Reserve 0.00% 729,297.57 2.74 729,297.57
US Bank - Golf Course 2006 Bonds

Installment Payment, Reserve 0.20% 552,757.42 2.08 552,757.42
US Bank - PNC Equipment Lease

Escrow Account 0.20% 1,868,739.32 7.02 1,868,739.32
Wells Fargo Bank - Pension Obligation Bond

Program Reserve Account 0.83% 4,721.56 0.02 4,721.56
Total Cash and Investments $26,616,512.98 100.00%  $26,616,512.98

(1) Includes investments of the City’s General Fund and other funds, as well as investments of the related entities of the City for
which financial information is reported in the City’s Comprehensive Annual Financial Report. See Appendix A.
Source: City of Seaside Department of Finance, Cash and Investment Report for the quarter ended June 30, 2018.

Long-Term Liabilities

In addition to the Bonds, the City makes scheduled periodic payments pursuant to certain other
outstanding long term agreements. Set forth in the following summary table are descriptions of some
outstanding long-term agreements, in connection with which General Fund appropriations are made
annually, as appropriate. This excludes bonds payable by the City or its related entities from special
revenues, such as tax allocation bonds or Golf Course revenue bonds. For additional information, see the
notes to the City’s 2016-17 audited financial statements included in the FY 2016-17 CAFR set forth in
Appendix A.

Moreover, concurrently with the issuance of the Bonds, the Authority expects to issue its
$ " aggregate initial principal amount Lease Revenue Bonds (Cutino Park Improvement
Project), Series 2018, in connection with which the City will enter into a lease agreement with the
Authority and make lease payments pursuant to General Fund appropriations in the amount of
approximately $385,000 each Fiscal Year through and including Fiscal Year 2037-38.

* Preliminary; subject to change.
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California Statewide Communities These bonds were issued by CSCDA to fund the prepayment by
Development Authority (CSCDA) various local California agencies of their respective unfunded
2007 Taxable Pension Obligation actuarial accrued liability under their defined benefit retirement
Bonds, Series A-1 (Current Interest) plans. The City makes payments under a related agreement with
CSCDA. The original principal amount of the City’s obligation
was $6,880,000, and proceeds were used by the City to prepay
the side fund unfunded actuarial accrued liability related to the
City’s only two defined benefit retirement plans at the time, one
for safety employees (now called the Safety First Tier Plan) and
the other for miscellaneous employees (now called the Classic
Miscellaneous Plan). The final maturity date is December 1,
2025. The principal and interest payments, on an annualized
basis, range from $698,497 to $805,987, between Fiscal Year
2018-19 and Fiscal Year 2024-25. As of June 30, 2017,
$4,710,000 in principal amount remained outstanding.

Note Payable — California Energy The City issued this note to the CEC to finance the
Commission (CEC) implementation of City-wide efficiency measures. The term of
this note will end in Fiscal Year 2019-20. The remaining
principal and interest payments, on an annualized basis, are
$8.249 for Fiscal Year 2018-19 and $4,124 for Fiscal Year
2019-20. As of June 30, 2017, $20,316 in principal amount
remained outstanding,

Energy Conservation Lease - PNC The City entered into this lease-purchase agreement in 2016 in
connection with the acquisition of energy conservation
equipment and improvements for various City facilities. The
City’s quarterly payment under this lease is $22,677, with the
final payment scheduled in December 2031.
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Direct and Overlapping Debt

The following is a direct and overlapping debt report as of August 1, 2018, prepared by California
Municipal Statistics, Inc. This report is included for informational purposes only. The Authority and the
City have not reviewed the report for completeness or accuracy and make no representation in connection

therewith.

TABLE 18
City of Seaside
Direct and Overlapping Debt
As of August 1, 2018

2017-18 Assessed Valuation: $2,287,820,166

Debt 8/1/18

OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable
Monterey Peninsula Community College District 6.694%
Monterey Peninsula Unified School District 19.032

Monterey County Water Resources Agency Benefit Assessment District, Zone 2C  1.271
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT
DIRECT AND OVERLAPPING GENERAL FUND DEBT:
Monterey County General Fund Obligations 3.646%
Monterey County Board of Education Certificates of Participation 3.646
City of Seaside Pension Obligation Bonds 100.
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT
Less: Monterey County supported obligations
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT
OVERLAPPING TAX INCREMENT DEBT (Successor Agency): 100. %

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes lease revenue bonds to be sold.

§ 8,354,348
17,411,161
290,932
$26,056,441

$6,065,056
54,508
4,290,000
$10,409,564
_1.327.144
§ 9,082,420

$2,500,000

$38,966,005
$37,638,861

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital

lease obligations.

Ratios to 2017-18 Assessed Valuation:

Total Overlapping Tax and Assessment Debt...........cc.cccceeueenee. 1.14%
Total Direct Debt ($4,290,000) 0.19%
Gross Combined Total Debt............euvvveeeeeeeeeeieieieeeieeeeeieeeeeieinnnns 1.70%
Net Combined Total Debt.......cccooeeeeeeeeeeeeeieeeeeeeeeeeeeeeeeeeeeeeeeee, 1.65%
Ratios to Redevelopment Successor Agency Incremental Valuation ($1,335,763.,353):
Total Overlapping Tax Increment Debt ...........c.cccovcveiriiinniennne. 0.19%
Source: California Municipal Statistics, Inc.

Pension Plans

(1)

2)

All qualified City employees are eligible to participate in the Public Employee’s Retirement Fund
of the California Public Employees’ Retirement System (“CalPERS” or “PERS”). CalPERS is an agent
multiple employer public employee retirement system and issues publicly available reports that include a
full description of the pension plans regarding benefit provisions, assumptions and membership
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information that can be found on the CalPERS website. CalPERS acts as a common investment and
administrative agent for participating public entities within the State. A menu of benefit provisions as
well as other requirements of the CalPERS program are established by the Public Employees’ Retirement
Law set forth in California Government Code (commencing with Section 20000). The City selects
optional benefit provisions from the benefit menu by contract with CalPERS and adopts those benefits
through local ordinance, resolution, or other local methods. Contribution requirements of the plan
members are established by State statute and the employer contribution rate is established and may be
amended by CalPERS. CalPERS participants are required to make contribution to the CalPERS fund
based on a percentage of their covered annual salary.

All qualified permanent and probationary employees are eligible to participate in the City’s
separate Safety (police and fire) Employee Pension Plans (collectively, the “Safety Plan”) and
Miscellaneous (all other) Employee Pension Plans (collectively, the “Miscellaneous Plan;” and together
with the Safety Plan, the “Plans”), cost-sharing multiple employer defined benefit pension plans
administered by CalPERS, which acts as a common investment and administrative agent for its
participating member employers. Plan assets may be used to pay benefits for any employer rate plan of
the safety and miscellaneous risk pools. Accordingly, rate plans within the safety or miscellaneous pools
are not separate plans under GASB Statement No. 68. Individual employers may sponsor more than one
rate plan in the miscellaneous or safety risk pools. The City’s CalPERS Safety Plans consists of
individual rate plans (benefit tiers) within a safety risk pool and presently include a Safety First Tier Plan
(police and fire), a Safety Fire Second Tier Plan, a PEPRA Safety Fire Plan, a Safety Police Second Tier
Plan, and a PEPRA Safety Police Plan. The City’s CalPERS Miscellaneous Plans consists of individual
rate plans (benefit tiers) within a miscellaneous risk pool presently include a Classic Miscellaneous Plan
and a PEPRA Miscellaneous Plan. See Note 4 of the “Notes to Basic Financial Statements” section of the
City’s FY 2016-17 CAFR set forth in Appendix A.

In addition, the City established a Supplemental Retirement Plan (the “SRP”’) with Public Agency
Retirement Services (PARS) for Miscellaneous (Non-LIUNA) full-time employees who worked for the
City on or after July 1, 2002. The SRP provides an additional benefit so that a participant’s total benefit,
including the CalPERS benefit is 2.5% at 55. The SRP is closed to new hires on and after July 1, 2010.

CalPERS provides service retirement and disability benefits, annual cost of living adjustments
and death benefits to plan members, who must be public employees and beneficiaries. Benefits are based
on years of credited service, equal to one year of full time employment. Members with five years of total
service are eligible to retire at age 50 with statutorily reduced benefits. All members are eligible for
nonduty disability benefits after 10 years of service. The death benefit is one of the following: the Basic
Death Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of
living adjustments for each plan are applied as specified by the Public Employees’ Retirement Law.

California Governor Jerry Brown signed the California Public Employee’s Pension Reform Act
of 2013 (“PEPRA”) into law on September 12, 2012. For non-safety CalPERS participants hired after
January 1, 2013 (the “Implementation Date”), the Reform Act changes the normal retirement age by
increasing the eligibility for the 2 percent age factor from age 55 to 62 and also increases the eligibility
requirement for the maximum age factor of 2.5 percent to age 67. PEPRA also implements certain other
changes to CalPERS including the following: (a)all new participants enrolled in CalPERS after the
Implementation Date are required to contribute at least 50 percent of the total annual normal cost of their
pension benefit each year as determined by an actuary, (b) CalPERS is required to determine the final
compensation amount for employees based upon the highest annual compensation earnable averaged over
a consecutive 36-month period as the basis for calculating retirement benefits for new participants
enrolled after the Implementation Date, and (c) “pensionable compensation” is capped for new
participants enrolled after the Implementation Date at 100 percent of the federal Social Security
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contribution and benefit base for members participating in Social Security or 120 percent for CalPERS
members not participating in social security.

The Plans’ provisions and benefits in effect at June 30, 2017 are summarized as follows:

Miscellaneous
Prior to On or After

Hire Date January 1, 2013 January 1, 2013 (PEPRA)
Benefit Formula 2.0% @ 55 2% @ 62
Benefit Vesting Schedule 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50-63 52-67
Monthly Benefits, as a % of Eligible 1.426% to 2.418% 1.0% to 2.5%
Compensation

Required Employee Contribution Rates 7% 6.25%

Required Employer Contribution Rates 11.92% 6.25%

Safety Tier 1

(Fire & Police)
Fire: Prior to July 1, 2010

Fire Safety Tier 2
July 1, 2010 through

Police Safety Tier 2
Jan. 1, 2011 through

Hire Date Police: Prior to Jan. 1, 2011  December 31, 2012 December 31, 2012
Benefit Formula 3.0% @ 50 2.0% @ 50 3.0% @ 55
Benefit Vesting Schedule 5 Years Service 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life Monthly for Life
Retirement Age 50 50-63 50-55
Monthly Benefits, as a % of Eligible

Compensation 3% 2.0%-2.7% 2.4% - 3.0%
Required Employee Contribution Rates 9% 9% 9%
Required Employer Contribution Rates 28.65% 20.92% 17.875%

PEPRA Fire Safety PEPRA Police Safety

On or After On or After

Hire Date January 1, 2013 January 1, 2013
Benefit Formula 2.7% @ 57 2.7% @ 57
Benefit Vesting Schedule 5 Years Service 5 Years Service
Benefit Payments Monthly for Life Monthly for Life
Retirement Age 50-57 50-57
Monthly Benefits, as a % of Eligible

Compensation 2.0%-2.7% 2.0%-2.7%
Required Employee Contribution Rates 11.50% 11.50%
Required Employer Contribution Rates 11.99% 11.99%
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PARS

Hire Date Prior to July 1, 2010
2.5% @ 55
Benefit Formula Minus 2.0% @ 55
Benefit Vesting Schedule 3 Years Service
Benefit Payments Monthly for Life
Retirement Age 50
Monthly Benefits, as a % of Eligible Compensation 0.50%
Required Employee Contribution Rates -%
Required Employer Contribution Rates 13.86%

The California Public Employees’ Retirement Law requires that the employer contribution rates
for all public employers be determined on an annual basis by the actuary and shall be effective on the July
1 following notice of a change in the rate. Funding contributions for both Plans are determined annually
on an actuarial basis as of June 30 by CalPERS. The actuarially determined rate is the estimated amount
necessary to finance the costs of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liability. The City is required to contribute the difference between the
actuarially determined rate and the contribution rate of employees. For the Fiscal Year ended June 30,
2017, the contributions the City recognized as part of pension expense were $2,935,035.

Pension Liabilities and Pension Expenses

As of June 30, 2017, the City reported net pension liabilities for its proportionate shares of the net
pension liability of each Plan as follows:

Proportionate
Share of Net
Pension
Liability
Miscellaneous $11,291,439
Safety 25,266,061
PARS (2,965)
Total Net Pension Liability $36,554,535

The City’s net pension liability for each Plan is measured as the proportionate share of the net
pension liability. The net pension liability of each of the Plans is measured as of June 30, 2016, and the
total pension liability for each Plan used to calculate the net pension liability was determined by an
actuarial valuation as of June 30, 2015 rolled forward to June 30, 2016 using standard update procedures.
The City’s proportion of the net pension liability was based on a projection of the City’s long-term share
of contributions to the pension plans relative to the projected contributions of all participating employers,
actuarially determined. The City’s proportionate share of the net pension liability for each Plan as of June
30, 2015 and 2016 measurement dates was as follows:

Miscellaneous Safety Total
Proportion - June 30, 2015 0.30836% 0.48099% 0.41199%
Proportion - June 30, 2016 0.32504 0.48784 0.42248
Change - Increase (Decrease) 0.01668 0.00685 0.01049
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Change in the Net Pension Liability — PARS Plan.

The change in the Net Pension Liability for the PARS Plan is as follows:

Balances - June 30, 2016

Changes in the Fiscal Year:

Service Cost

Interest on Total Pension

Liability

Difference Between
Expected and Actual
Experience

Benefit Payments

Employer Contributions

Net investment Income

Administrative Expenses

Change of Allocation

Net Changes

Balances - June 30, 2017

Total Plan Net
Pension Fiduciary Pension
Liability Net Position Liability

$1,954,998 $1,376,254 $578,744

68,049 - 68,049

143,950 - 143,950
(358,987) - (358,987)
(193,614) (193,614) -

- 233,278 (233,278)
- 157,637 (157,637)
- (7,217) 7,217

128,580 179,583 (51,003)
(212,022) 369,667 (581,689)

$1,742,976 $1,745,921 $(2,945)

For the year ended June 30, 2017, the City recognized pension expense of $3,705,121. Pension
expense represents the change in net pension liability during the measurement period, adjusted for actual
contributions and for the deferred recognition of changes in investment gain/loss, actuarial gain/loss,
actuarial assumptions or method, and plan benefits.

Actuarial Assumptions for total pension liabilities in the June 30, 2016 actuarial valuations — The
total pension liabilities in the June 30, 2016 actuarial valuations were determined using the following

actuarial assumptions:

Valuation Date
Measurement Date

Miscellaneous ~ Miscellaneous
Hired Prior to Hired After to
1/1/2013 1/1/2013

June 30, 2015
June 30, 2016

Actuarial Cost Method
Actuarial Assumptions:

Safety Tier 1

Fire Safety
Tier 2

June 30, 2015
June 30, 2016

June 30, 2015
June 30, 2016

June 30, 2015
June 30, 2016

Entry-Age Normal Cost Method

7.65%
2.75%
3.00%
3.3%-
14.2% (1)
7.5% (2)

7.65%
2.75%
3.00%
3.3% -
14.2% (1)
7.5% (2)

Based on CalPERS Specific Data

Discount Rate 7.65% 7.65%
Inflation 2.75% 2.75%
Payroll Growth 3.00% 3.00%
3.3% - 3.3% -

Projected Salary Increase 14.2% (1) 14.2% (1)
Investment Rate of Return 7.5% (2) 7.5% (2)
Mortality

(1) Depending on age, service, and type of employment.

2) Net of pension plan investment expenses, including inflation.

3) Graded based on years of service. 3.5% after 30 years of services.
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The underlying mortality assumptions and all other actuarial assumptions used in the June 30,
2016 valuation were based on the results of a January 2014 actuarial experience study for the period 1997
to 2011. Further details of the Experience Study can be found on the CalPERS website.

Discount Rate for total pension liabilities — The discount rate used to measure the total pension
liability was 7.65% for the Miscellaneous and Safety Plans, and 7.00% for the PARS plan. To determine
whether the municipal bond rate should be used in the calculation of a discount rate for each plan,
CalPERS stress tested plans that would most likely result in a discount rate that would be different from
the actuarially assumed discount rate. Based on the testing, none of the tested plans run out of assets.
Therefore, the current 7.65% discount rate is adequate and the use of the municipal bond rate calculation
is not necessary. The long term expected discount rate of 7.65% will be applied to all plans in the Public
Employees Retirement Fund (PERF). The stress test results are presented in a detailed report that can be
obtained from the CalPERS website. For additional information regarding the building-block method
used by CalPERS to determine the long-term expected rate of return on pension plan investments, see
Note 4 of the “Notes to Basic Financial Statements” section of the City’s FY 2016-17 CAFR set forth in
Appendix A.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate — The following presents the City’s proportionate share of the net pension liability for each Plan,
calculated using the discount rate for each Plan, as well as what the City’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage point lower or 1-
percentage point higher than the current rate:

Miscellaneous Safety PARS
1% Decrease 6.65% 6.65% 6.00%
Net Pension Liability $ 17,702,086 $ 37,807,254 $211,258
Current Discount Rate 7.65% 7.65% 7.00%
Net Pension Liability $ 11,291,439 $ 25,266,061 $ (2,965)
1% Increase 8.65% 8.65% 8.00%
Net Pension Liability $ 5,993,358 $ 14,971,026 $ (183,625)

See the discussion
Assumptions” below.
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Deferred Outflows and Inflows

Deferred Outflows and Inflows - Miscellaneous Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the miscellaneous plan from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Pension Contributions Subsequent to
Measurement Date $ 853,571 $ -
Change in Proportion 584,578 777,760
Change in Assumptions - 381,300
Differences Between Expected and Actual
Experience 40,303 9,234
Difference in Actual Contributions vs.
Proportionate Share of Contributions - 669,936
Net Differences Between Projected and
Actual Earnings on Plan Investments 1,984,538 -
Total $3,462,990 $1,838,230

Deferred Outflows and Inflows - Safety Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the safety plan from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Pension Contributions Subsequent to

Measurement Date $2,154,782 $ -
Change in Proportion 207,509 355,992
Change in Assumptions - 648,108
Differences Between Expected and Actual

Experience - 148,646
Difference in Actual Contribution vs.

Proportionate Share of Contributions - 415,111
Net Differences Between Projected and Actual

Earnings on Plan Investments 3,184,124 -

Total $5,546,415 $1,567,857

Deferred Outflows and Inflows - PARS Plan.

At June 30, 2017, the City reported deferred outflows of resources and deferred inflows of
resources related to the PARS pension plan from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Net Differences Between Projected and
Actual Earnings on Plan Investments § 44,631 $ -
Total $ 44,631 $ -
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12425-0019\2200089v7.doc Packet Page 287



The City reported $3,008,353 as deferred outflows of resources related to contributions
subsequent to the measurement date which will be recognized as a reduction of the net pension liability in
the year ended June 30, 2018. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized as pension expense as follows:

Year Ending June 30, Miscellaneous Plan Safety Plan PARS Plan Total
2018 $ (392,932) $ (282,321) $ 21,870 $ (653,383)
2019 (275,571) (147,864) 21,872 (401,563)
2020 925,673 1,425,041 10,413 2,361,127
2021 514,019 828,920 (9,524) 1,333,415

Total $ 771,189 $ 1,823,776 $ 44,631 $2.639,596

The information included above under the caption “ADDITIONAL GENERAL FUND AND
RELATED CITY FINANCIAL INFORMATION — Pension Plans” is derived from the City’s FY 2016-17
CAFR set forth in Appendix A. Please refer to the Note 4 to the basic financial statements portion and the

various related schedules in the required supplementary information section of the City’s FY 2016-17
CAFR for further details.

CalPERS Actuarial Calculations; Plans Funding Status

In the late summer or fall of each year, CalPERS provides the City report (each, a “PERS
Report”) providing the actuarial valuation (as of June 30 of the calendar year preceding the year of the
PERS Report) for each of the City’s Plans. The following information is based on information available
from PERS and the PERS Reports. The Authority and the City have not independently verified by the
information provided by PERS and express no opinion regarding the accuracy of such information.
PERS’ actuarial assessments are based various assumptions (including demographic assumptions and
economic assumptions) made by PERS, its actuaries, accountants and other consultants. One or more
assumptions may not materialize or be changed in the future. The Authority and the City express no
opinion regarding the quality such assumptions and cannot provide any guarantee as to the eventual
results.

As discussed under the subcaption “— Discount Rate and Certain CalPERS Actuarial
Assumptions” below, beginning December 21, 2016, the CalPERS Board of Administration lowered the
discount rate from 7.50 percent to 7.00 percent using a three year phase-in beginning with the June 30,
2016 actuarial valuations. The minimum employer contributions for Fiscal Year 2018-19 determined in
the most recent PERS Reports, dated August 2017, were calculated using a discount rate of 7.375 percent.
Employer contributions for Fiscal Years 2019-20 and 2020-21 are expected to assume that the discount
rate will be lowered to 7.25 percent and 7.00 percent for the respective actuarial valuation years on which
those employer contributions are determined, per the three year phase-in adopted by the CalPERS Board
of Administration. The CalPERS Board of Administration adopted a Risk Mitigation Policy which is
designed to reduce funding risk over time. This policy has been temporarily suspended during the period
over which the discount rate is being lowered. More details on the Risk Mitigation Policy can be found
on the CalPERS website.

Per the PERS Reports received by the City in August 2017 (for the valuation date of June 30,
2016), the City’s Fiscal Year 2018-19 required contributions, before any cost sharing and assuming an
investment return for Fiscal Year 2016-17 of 7.375 percent, for the Plans are as follows: [City to provide
PERS Reports from fall 2018 once available, to update below]

(1) Classic Miscellaneous Plan — 9.409 percent of payroll, plus $57,876.40 of monthly
employer dollar UAL payment (or $670,241 annual lump sum UAL prepayment option
on or before July 31, 2018);
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(i1) PEPRA Miscellaneous Plan — 6.842 percent of payroll, plus $124.81 of monthly
employer dollar UAL payment (or $1,445 annual lump sum UAL prepayment option on
or before July 31, 2018);

(ii1) Safety First Tier Plan (Police and Fire) — 20.556 percent of payroll, plus $132,566.08 of
monthly employer dollar UAL payment (or $1,535,190 annual lump sum UAL
prepayment option on or before July 31, 2018);

(iv) Safety Fire Second Tier Plan — 16.704 percent of payroll, plus $74.67 of monthly
employer dollar UAL payment (or $865 annual lump sum UAL prepayment option on or
before July 31, 2018);

v) PEPRA Safety Fire Plan — 12.141 percent of payroll, plus $4.06 of monthly employer
dollar UAL payment (or $47 annual lump sum UAL prepayment option on or before July
31, 2018);

(vi) Safety Police Second Tier Plan — 18.677 percent of payroll, plus $10.51 of monthly
employer dollar UAL payment (or $122 annual lump sum UAL prepayment option on or
before July 31, 2018); and

(vii)  PEPRA Safety Police Plan — 12.141 percent of payroll, plus $21.05 of monthly employer
dollar UAL payment (or $244 annual lump sum UAL prepayment option on or before
July 31, 2018).

The calculation of the funding requirement is based on various actuarial assumptions and
adjustments such as, among others, the actuarial smoothing of losses and gains over multiple years. Thus,
the UAL reflects an actuarial estimate and not as a fixed expression of the liability the City owes to
CalPERS under its PERS plans.

The table below shows the funding status for the City’s Classic Miscellaneous Plan as of the most
recent six valuation dates, as shown in the relevant PERS Report received by the City in August 2017:

Classic Miscellaneous Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $39,414,120 $32,043,791 $7,370,329 81.3% $5,393,016
6/30/2012 40,140,088 30,766,874 9,373,214 76.7 5,043,463
6/30/2013 41,322,188 33,360,146 7,962,042 80.7 4,446,388
6/30/2014 44,329,127 37,124,643 7,204,484 83.8 4,407,101
6/30/2015 45,721,355 36,318,800 9,402,555 79.4 4,449,176
6/30/2016 47,264,619 34,639,670 12,624,949 73.3 4,020,463
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The table below shows the funding status for the City’s PEPRA Miscellaneous Plan as of the
most recent four valuation dates (i.e., the only four thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

PEPRA Miscellaneous Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2013 $ 4,633 $ 6,216 $ (1,583) 134.2% $ 229,444
6/30/2014 66,547 71,359 (4,812) 107.2 755,569
6/30/2015 216,709 207,455 9,254 95.7 1,582,442
6/30/2016 418,785 374,713 44,072 89.5 1,615,226

The table below shows the funding status for the City’s Safety First Tier Plan (Police and Fire) as
of the most recent six valuation dates, as shown in the relevant PERS Report received by the City in
August 2017:

Safety First Tier Plan (Police and Fire)

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $73,842,560 $57,765,620 $10,076,940 78.2% $6,559,107
6/30/2012 77,557,412 56,680,609 20,876,803 73.1 6,563,884
6/30/2013 79,657,662 61,202,443 18,455,219 76.8 6,078,294
6/30/2014 86,345,820 68,972,602 17,373,218 79.9 5,541,494
6/30/2015 89,713,379 68,003,398 21,709,981 75.8 5,600,148
6/30/2016 93,844,593 65,983,784 27,860,809 70.3 5,531,621

The table below shows the funding status for the City’s Safety Fire Second Tier Plan as of the
most recent six valuation dates, as shown in the relevant PERS Report received by the City in August
2017:

Safety Fire Second Tier Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2011 $ 0 $ 0 $ 0 0.0% $ 63,848
6/30/2012 22,621 16,900 5,721 74.7 136,902
6/30/2013 74,901 59,056 15,845 78.8 221,607
6/30/2014 142,219 141,764 455 99.7 249,047
6/30/2015 236,345 233,284 3,061 98.7 236,440
6/30/2016 323,991 294,722 29,269 91.0 311,812
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The table below shows the funding status for the City’s PEPRA Safety Fire Plan as of the most
recent valuation date (i.e., the only one thus far for such Plan), as shown in the relevant PERS Report
received by the City in August 2017:

PEPRA Safety Fire Plan
Plan’s Shared
Plan’s Share of of Pooled Annual
Accrued Pool’s Market Unfunded Covered
Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2016 $2,255 $2,090 $165 92.7% $137,989

The table below shows the funding status for the City’s Safety Police Second Tier Plan as of the
most recent two valuation dates (i.e., the only two thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

Safety Police Second Tier Plan

Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets Liability (UAL)  Funded Ratio Payroll
6/30/2015 $20,275 $19,226 $1,049 94.8% $ 85,600
6/30/2016 46,332 41,892 4,440 90.4 103,771

The table below shows the funding status for the City’s PEPRA Safety Police Plan as of the most
recent two valuation dates (i.e., the only two thus far for such Plan), as shown in the relevant PERS
Report received by the City in August 2017:

PEPRA Safety Police Plan
Plan’s Shared

Plan’s Share of of Pooled Annual

Accrued Pool’s Market Unfunded Covered

Valuation Date Liability Value of Assets  Liability (UAL) Funded Ratio Payroll
6/30/2015 $15,253 $14,464 $ 789 94.8% $159,622
6/30/2016 68,155 62,382 5,773 91.5 426,164
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With respect to the PARS Supplemental Retirement Plan (SRP) for Miscellaneous (Non-LIUNA)
full-time employees who worked for the City on or after July 1, 2002 and were hired on or prior to June
30, 2010, the City engaged an actuary to analyze liabilities associated with the SRP as of June 30, 2015
and as of June 30, 2017, which resulted in two reports issued on October 8, 2015 and November 17, 2017,
respectively (collectively, the “SRP Reports”). The table below shows the funding status for the SRP as
of the most recent four valuation dates assuming a discount rate of 7.00% and certain other actuarial
assumptions, as shown in the SRP Reports:

Fiduciary Net
Position as a %
Total Pension Fiduciary Net Net Pension of Total Pension Covered
Valuation Date Liability Position Liability Liability Payroll
6/30/2014 $1,877,678 $1,157,549 $720,129 61.65% $2,021,220
6/30/2015 1,954,998 1,376,254 578,744 70.40 2,081,857
6/30/2016 2,083,558 1,555,837 527,721 74.67 1,850,801
6/30/2017 1,742,956 1,745,921 (2,965) 100.17 1,906,325

Discount Rate and Certain CalPERS Actuarial Assumptions

The CalPERS actuary uses a smoothing technique to determine Actuarial Value that is calculated
based on certain policies. As described below, these policies and actuarial assumptions have changed
significantly in recent years and are expected to change or be modified further by CalPERS in the future.
Certain significant recent changes in assumptions include the following.

1. On March 14, 2012, the CalPERS Board approved a change in the inflation assumption
used in the actuarial assumptions used to determine employer contribution rates. This reduced the
assumed investment return from 7.75% to 7.50%, reduced the long-term payroll growth assumption from
3.25% to 3.0%, and adjusted the inflation component of individual salary scales from 3.25% to a merit
scale varying by duration of employment, an assumed annual inflation component of 3% and an annual
production growth of 0.25%. Although the full impact of such changes is not yet clear, CalPERS has
estimated that they could result in net increases in future contribution levels of approximately 1% to 2%.

2. On April 17, 2013, the CalPERS Board of Administration approved a plan: (i) to replace
the current 15-year asset-smoothing policy with a 5-year direct-rate smoothing process; and (ii) to replace
the current 30-year rolling amortization of unfunded liabilities with a 30-year fixed amortization period.
CalPERS’ Chief Actuary has stated that the revised approach provides a single measure of funded status
and unfunded liabilities, less rate volatility in extreme years, a faster path to full funding and more
transparency to employers such as the City about future contribution rates. These changes are expected to
accelerate the repayment of unfunded liabilities of the City’s plans in the near term; the exact magnitude
of the potential contribution rate increases is not known at this time, but may be significant. These
changes are reflected beginning with the June 30, 2014 actuarial valuation affecting contribution rates for
Fiscal Year 2016 and thereafter.

3. On February 19, 2014, the CalPERS Board approved changes to actuarial assumptions
and methods based upon an experience study. These changes include: moving from using smoothing of
the market value of assets to obtain the actuarial value of assets to direct smoothing of employer
contribution rates; increased life expectancy; changes to retirement ages (earlier for some groups and later
for others); lower rates of disability retirement; and other changes.

4. On December 21, 2016, the CalPERS Board of Administration approved an incremental
lowering of the discount rate from 7.5% to 7.0% over the next three Fiscal Years. For Fiscal Years 2017-
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18, 2018-19 and 2019-20, the Board of Administration approved discount rates of 7.375%, 7.25% and
7.0%, respectively. While the full impact of the discount rate changes on the City is not yet clear,
CalPERS expects such changes to increase average employer rates by approximately 1% to 3% of normal
cost as a percent of payroll for most miscellaneous retirement plans and by approximately 2% to 5% for
most safety plans. CalPERS also expects the discount rate changes to result in increased unfunded
accrued liability payments for employers, and estimates that many employers will see such payments
increase by 30% to 40%.

5. On February 14, 2018, the CalPERS Board adopted the new Actuarial Amortization
Policy including the recommendation to delay the effective date until the June 30, 2019 actuarial
valuations and contributions beginning Fiscal Year 2021-22: (i) reduced period over which actuarial
gains and losses are amortized, from 30 years to 20 years, to apply only to new gains/losses established
on or after June 30, 2019; (ii) level dollar amortization payments for all unfunded accrued liability (UAL)
bases throughout the amortization period, apply only to new UAL bases established on or after June 30,
2019; (iii) elimination of five-year ramp-up or ramp-down on UAL bases attributable to assumption
changes and non-investment gains/losses established on or after June 30, 2019; (iv) elimination of five-
year ramp-down on investment gains/losses established on or after June 30, 2019 (the five-year ramp up
from the current policy will continue); and (v) maximum amortization period of 15 years for the UAL of
inactive employers (no active members in any CalPERS plan), effective for the June 30, 2017 actuarial
valuations, with the actuary retaining the ability to further shorten the period on any valuation data based
on the life expectancy of plan members and projected cash flow needs of the plan.

Information regarding CalPERS’ administration of the plans, actuarial methods assumptions and
asset valuation can be obtained from CalPERS at Lincoln Plaza North, 400 Q Street, Sacramento,
California 95811 or (888) 225-7377. The comprehensive annual financial reports of CalPERS are
available on CalPERS’ website at www.calpers.ca.gov. The website reference is for informational
purposes only. None of the content of the website is any way incorporated into this Official Statement.
The City and the Authority make no representation concerning, and do not take any responsibility for, the
accuracy or timeliness of information posted on such website or the continued maintenance of such
website.

Other Post-Employment Benefits (Other Than Pensions)

GASB issued Statement No. 45 entitled “Accounting and Financial Reporting By Employers for
Post Employment Benefits Other Than Pensions” (“GASB 45”), which addresses how state and local
governments should account for and report their costs and obligations related to post employment
healthcare and other non-pension benefits, known collectively as “Other Post-Employment Benefits” or
“OPEBs.” GASB 45 generally requires state and local governmental employers to account for and report
the cost of OPEBs and outstanding obligations and commitments related to OPEBs in essentially the same
manner as they currently do for pensions. Annual OPEB cost for most employers are based on actuarially
determined amounts that, if paid on an ongoing basis, would provide sufficient resources to pay benefits
as they come due. The provisions of GASB 45 may be applied prospectively and do not require
governments to fund their OPEB plans. An employer may establish its OPEB liability at zero as of the
beginning of their initial year of implementation; however, the unfunded actuarial liability is required to
be amortized over future periods.

In 2015, GASB issued Statement No. 75 entitled, “Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions” (“GASB 75”), which substantially revises the valuation
and accounting requirements previously mandated under GASB Statement No. 45 with respect to how
state and local governments should account for and report their costs and obligations related to post
employment healthcare and other non-pension benefits, known collectively as “Other Post-Employment
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Benefits” or “OPEBs.” GASB 75 is effective for fiscal years beginning after June 15, 2017. The City is
in the process of implementing GASB 75 for its financial statements for Fiscal Year 2017-18.

In addition to providing pension benefits, City provides a plan to allow eligible retirees to elect
postretirement healthcare (medical, dental and vision) insurance coverage (the “OPEB Plan”). The OPEB
Plan is closed to new hires, as follows: Nonsafety, Public Safety Management, and Firefighter employees
hired on or after July 1, 2010, are not eligible to participate in the OPEB Plan; Police Officer employees
hired on or after January 1, 2011, are not eligible to participate in the OPEB Plan. The City has agreed to
contribute on the retiree’s behalf the value of the “Employee-Only” medical insurance premium in
accordance with Memorandums of Understanding (MOU) approved by the City Council. The OPEB Plan
benefits are provided in the form of:

e  An explicit subsidy where the City contributes 100% towards “Employee-Only” medical
insurance premium of those active employees and retirees hired on or before the eligibility
cutoff date (this varies depending on the existing MOUs). Both benefit and vesting services
are credited from the date of hire.

e  An explicit right to elect access to postemployment healthcare coverage (medical, dental and
vision) for the retiree and their legal dependents. The City is not obligated to contribute
towards dependent medical coverage nor dental and vision insurance premiums. Monthly
premiums must be paid by the retiree to the City.

e  FEligibility: Nonsafety, Public Safety Management, and Firefighter employees hired on or
after July 1, 2010, are not eligible to participate in the OPEB Plan. Police Officer employees
hired on or after January 1, 2011, are not eligible to participate in the OPEB Plan.

° The OPEB Plan does not include a death or a withdrawal of benefit.

Subject to the eligibility criteria above as to hire date, the City operates under an agreement to
continue to provide access to healthcare insurance to all employees who retire after at least the age of 50
and who have 10 years of service to the City. Retiring disabled Safety employees need not be 50 years of
age; however, the retiree must have 10 years of service. Upon retirement from active employment, a
retiree must elect the types of insurance coverage they chose to purchase for themselves and/or their
dependents. The City is only required to pay 100% of the “Employee-Only” portion of the medical
insurance premium and the retiree pays for the excess cost for any additional insurance premiums. Any
increases in “Employee-Only” medical insurance premiums after retirement are borne by the City and the
retiree pays for all excess medical, dental and vision premium cost increases. The City’s obligation under
the MOU agreements continues until (1) retiree reaches age 65 (age 70 for Firefighters), (2) retiree
becomes eligible for Medicare, or (3) retiree chooses to discontinue insurance coverage, whichever comes
first.

The cost of the retiree healthcare insurance benefits is recognized as an expenditure and insurance
premiums are paid in advance on a monthly basis. For the fiscal year ended June 30, 2017, the retiree
(i.e., “Employee-Only”) portion of the OPEB Plan costs allocated to the City is $576,998 (actuarially
calculated expected amount, based on census data, actuarial assumptions, and plan provisions used in the
OPEB Plan’s January 1, 2017 actuarial valuation; see the subcaption “— Funding Policy” below).

Funding Policy

As required by GASB 45, an actuary has determined the City’s Annual Required Contributions
(ARC) at least once every two fiscal years through and including the valuation date as of January 1, 2017;
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going forward, the City will engage an actuary to determine the ARC at least once every fiscal year in
accordance with GASB 75, commencing with the valuation date as of January 1, 2018. The ARC is
calculated in accordance with certain parameters, and includes (1) the Normal Cost for 1 year, and (2) a
component for amortization of the total unfunded actuarial accrued liability (UAAL) over a period not to
exceed 30 years.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about the future employment, mortality, and the healthcare cost trend.

Amounts determined regarding the funded status of the OPEB Plan and the ARC of the City are
subject to continual revision as actual results are compared with past expectations and new estimates are
made about the future. The schedule of funding progress, presented in the notes, presents multiyear trend
information that shows whether the actuarial value of OPEB Plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits.

Annual OPEB Cost and Net OPEB Obligation (Asset)

The following table shows the City’s OPEB Plan assets/liabilities at June 30, 2017, and the
allocated portion attributed to the City. The City has not established a separate irrevocable trust for its
OPEB Plan, and anticipates using the pay-as-you-go method to fund the current cost.

June 30, 2017

Governmental Business-Type

Item Activities Activities
Normal Cost $ 430,680 $ 7404
Amortization of UAAL 927,077 15,937
Interest 159,842 2,747
Amortization of Prior Year Net OPEB Obligation (418,196) (7,189)
Annual OPEB Cost (Expense) 1,099,403 18,899
Contributions Made (567,247) (9,751)
Increase in Net OPEB Obligation/(Asset) 532,156 9,148
Net OPEB Obligation - Beginning of Year 4,582,915 62,493
Net OPEB Obligation - End of Year $ 5,115,071 $ 71,641

The City’s allocated Annual OPEB Costs, the percentage of Annual OPEB Cost contributed to
the OPEB Plan, and the Net OPEB Obligation (Asset) for the fiscal year ended June 30, 2017 are as
follows:

Percentage of Net OPEB
Fiscal Year =~ Annual OPEB Cost ) OPEB Contributed Obligation
6/30/2015 $ 879,314 47.1% $ 4,008,010
6/30/2016 933,511 31.7 4,645,408
6/30/2017 1,118,302 51.6 5,186,712

(1) Annual Required Contribution (ARC) plus actuarially calculated interest at 3.50% per annum and
plus/less actuarial adjustments to the ARC.

As determined by the actuary engaged by the City to perform the GASB-required determinations
of the City’s Annual Required Contributions (ARC) for the OPEB Plan, the ARC for Fiscal Year Ended
June 30, 2017 was $1,381,098, which consists of $438,084 attributable to normal cost for 1 year, and
$973,014 attributable to amortization of the total unfunded actuarial accrued liability (UAAL) over a
closed 14-year amortization period. Because the City has used, and anticipates continuing to use the pay-
as-you-go method to fund the current cost of the OPEB Plan, the UAAL consists of all of the expected
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future benefits payable under the OPEB Plan. As noted above, the OPEB Plan is closed to new hires, as
follows: Nonsafety, Public Safety Management, and Firefighter employees hired on or after July 1, 2010,
are not eligible to participate in the OPEB Plan; Police Officer employees hired on or after January 1,
2011, are not eligible to participate in the OPEB Plan.

In the most recent actuarial valuation report prepared for the City’s OPEB Plan (with a January 1,
2017 valuation date), the actuary determined that expected benefit payments for Fiscal Years 2016-17,
2017-18, and 2018-19 (i.e., the retiree (“Employee-Only”) portion of the OPEB Plan costs allocated to the
City) are $576,998, $624,396, and $607,627, respectively. These calculations are based on actuarial
methods and assumptions utilized in the January 1, 2017 valuation report, as described in more detail
under the subcaption “— Actuarial Methods and Assumptions” below. The City pays the normal cost of
the OPEB Plan on a monthly basis as invoiced by the insurance company providing the healthcare
benefits under the OPEB Plan, and such amounts may differ from the actuarially-calculated annual
benefit payments if the actual characteristics of the plan participants differ from the actuarial assumptions.
In any event, since the OPEB Plan is a closed benefit plan with a finite number of eligible plan
participants, the City expects to be able to continue paying for the normal cost (i.e., annual benefit
payments) for the OPEB Plan on a pay-as-you-go basis through including in its annual budget the
expected annual benefit payments. The City does not presently anticipate funding the UAAL for the
OPEB Plan and does not expect that the annual benefit payments for the OPEB Plan will require the City
to cut funding for its services or its other regular budgetary items requiring annual appropriation
(including Lease Payments under the Lease Agreement).

Funding Status and Funding Progress

As of January 1, 2017, the most recent actuarial valuation date, the funded status of the OPEB
Plan and the actuarial value of OPEB Plan assets relative to the actuarial accrued liability for benefits was
as follows:

()

D) UAAL asa
Actuarial (A) (B) ©) Funded (E) Percentage of
Valuation Actuarial Actuarial Accrued Unfunded AAL Ratio Covered Covered Payroll
Date Asset Value Liability (AAL) (UAAL) (B)-(A) (A)/(B) Payroll (O)/(E)
1/1/2011 - $ 6,969,893 $ 6,969,893 - $10,129,442 68.8%
7/1/2013 - 9,667,845 9,667,845 - 9,840,272 98.2
1/1/2017 - 10,476,872 10,476,872 - 6,582,854 159.2

Because the City has used, and anticipates continuing to use the pay-as-you-go method to fund
the current cost of the OPEB Plan, there is no actuarial asset value, and the UAAL consists of all of the
expected future benefits payable under the OPEB Plan. The OPEB Plan is closed to new hires after July
1, 2010 or July 1, 2011, depending upon the category of employee, as described further above.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the types of benefits provided
under the OPEB Plan at the time of each valuation and on the pattern of sharing of benefit costs between
the employer and plan members to that point. The methods and assumptions used include techniques that
are designed to reduce short-term volatility in actuarial liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.

The OPEB Plan’s most recent actuarial valuation was performed as of January 1, 2017 (the “2017
OPEB Report”). In that valuation, the Entry Age Normal actuarial cost method and Level Dollar Amount
Amortization Method was used to determine OPEB Plan costs. The benefits are currently funded on a
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pay-as-you-go basis and there are currently no OPEB Plan assets. The actuarial assumptions included an
interest rate of 3.5% per annum, inflation rate of 2.30% per annum, and an annual healthcare cost trend
based on the Getzen Trend Model, which includes the estimated impact of any potential excise taxes on
high cost health plans (the “Cadillac Tax”), including its delayed effective date from 2018 to 2020 and
assumes a healthcare cost trend rate of 8.10% for calendar year 2017, gradually decreasing over time to
approximately 5.60% in calendar years 2031 through 2039. The City’s UAAL is being amortized as a
level percentage of payroll for 14 years on a closed basis, to reflect that the covered group is closed and
that a 20-year closed method was established for the Fiscal Year ending June 30, 2011.

By way of contrast, the actuarial valuation for the OPEB Plan was performed as of July 1, 2013
assumed a discount (interest) rate of 4.0% per annum, rate of compensation increase of 3.00% per annum,
and an annual healthcare cost trend of 5% increments annually. Moreover, the July 1, 2013 actuarial
valuation of the OPEB Plan amortized the UAAL as a level percentage of payroll for 30 years on an open
basis, with a remaining amortization period as of July 1, 2013 of 29 years.

A complete copy of the 2017 OPEB Report can be obtained from the City’s Finance Department.
See Note 4 to the City’s Fiscal Year 2016-17 audited financial statements set forth in Appendix A for
more information.

Employee Relations

The City has an existing Memorandum of Understanding with each of its five bargaining groups,
effective through the respective expiration dates, as follows: (i) Seaside City Employees’ Association,
expiring on June 30, 2019; (ii) Seaside Police Officers’ Association, expiring on December 31, 2019; (iii)
Seaside Firefighters’ Association, expiring on June 30, 2020; (iv) Seaside Management and Supervisory
Employees’ Association, December 31, 2018; and (v) Seaside Public Safety Manager’s Association,
expiring on June 30, 2020. No contracts are currently under negotiation. However, negotiations are
expected to commence in or about October 2018 with respect to the Memorandum of Understanding
expiring on December 31, 2018 with the Seaside Management and Supervisory Employees’ Association.

The City’s Fiscal Year 2018-19 adopted budget includes slightly increased personnel
expenditures due to implementation of the Memoranda of Understanding, increases in retirement and
medical rates and the addition of two new positions, as discussed above in “CITY FINANCIAL AND
GENERAL FUND OVERVIEW — Budgetary Process; General Fund Budget” herein. The City does not
expect the implementation of the existing labor contracts to adversely impact City finances.

Risk Management

The City is a member of the California Joint Powers Insurance Authority (the “Insurance
Authority”). The Authority is composed of 119 California public entities and is organized under a joint
powers agreement pursuant to California Government Code §6500 et seq. The purpose of the Insurance
Authority is to arrange and administer programs for the pooling of self-insured losses, to purchase excess
insurance or reinsurance, and to arrange for group-purchased insurance for property and other coverages.
The Insurance Authority’s pool began covering claims of its members in 1978. Each member
government has an elected official as its representative on the Insurance Authority’s Board of Directors.
The Board operates through a nine-member Executive Committee.

In the liability program, claims are pooled separately between police and nonpolice exposures.
The payroll of each member is evaluated relative to the payroll of other members. A variable credibility
factor is determined for each member, which establishes the weight applied to payroll and the weight
applied to losses within the formula. Losses are managed through layers based on amount per occurrence,
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and for higher losses per occurrence, include reinsurance agreements and excess insurance policies. The
coverage limit for each member including all layers of coverage is $50 million per occurrence.

In the workers’ compensation program, claims are pooled separately between public safety
(police and fire) and nonpublic safety exposures. The payroll of each member is evaluated relative to the
payroll of other members. A variable credibility factor is determined for each member, which establishes
the weight applied to payroll and the weight applied to losses within the formula. Losses are managed
through layers based on amount per occurrence, and for higher losses per occurrence, include a
reinsurance policy. Protection is provided per statutory liability under California Workers’ Compensation
Law.

Other insurance policies purchased by the City include the following: (i) pollution legal liability
insurance (formerly called environmental insurance), which is available through the Insurance Authority
and covers sudden and gradual pollution of scheduled property, streets, and storm drains owned by the
City; (i1) all-risk property protection insurance, a program of the Insurance Authority, which is
underwritten by several insurance companies; (iii) earthquake and flood insurance protection insurance
with respect to a portion of the City’s property (including all of the Property subject to the Lease
Agreement; see “THE PROPERTY” herein), through the property protection insurance program of the
Insurance Authority; and (iv) crime insurance coverage and fidelity coverage provided through the
Insurance Authority. The City further protects against liability damages by requiring tenant users of
certain property to purchase low-cost tenant user liability insurance for certain activities on agency
property; such insurance is paid by the tenant user to the City, which in turns pays the premium to the
Insurance Authority.

See Note 4 to the City’s Fiscal Year 2016-17 audited financial statements set forth in Appendix A
for more information regarding the City’s insurance coverage.

THE AUTHORITY

The Authority was established pursuant to the provisions of the Joint Exercise of Powers Act of
the State of California, constituting Articles 1 through 4 (commencing with Section 6500), Chapter 5,
Division 7, Title 1 of the Government Code of the State of California (the “Law”), and a Joint Exercise of
Powers Agreement, dated as of April 1, 1988, as amended by that certain Amendment No. 1, dated as of
May 4, 2006, each by and between the City and the Former Redevelopment Agency, and as further
amended by that certain Amendment No. 2, dated as of July 1, 2018, by and among the City, the
Successor Agency, as the successor to the Former Redevelopment Agency by operation of law, and the
Parking Authority of the City of Seaside (the “Parking Authority”). Pursuant to Amendment No. 2, the
Parking Authority was added to the Authority as a member and the Successor Agency withdrew from the
Authority. The governing Board of the Authority is comprised of all of the individuals who currently are
members of the City Council of the City. The Authority is qualified to assist in the financing of certain
public improvements and to issue the Bonds under the Law. The Authority has no taxing power. The
Authority and the City are each separate and distinct legal entities, and the debts and obligations of each
such entity are not debts or obligations of the other entity.

BONDOWNERS’ RISKS

Investment in the Bonds involves elements of risk. The following section describes certain
specific risk factors affecting the payment and security of the Bonds. The following discussion of risks is
not meant to be an exhaustive list of the risks associated with the purchase of the Bonds and the order of
discussion of such risks does not necessarily reflect the relative importance of the various risks. Potential
investors are advised to consider the following factors along with all other information in this Official
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Statement in evaluating the Bonds. There can be no assurance that other risk factors not discussed under
this caption will not become material in the future.

Limited Obligations with Respect to Bonds

The Bonds will be limited obligations of the Authority payable solely from and secured by a
pledge of the Trust Estate and certain funds and accounts held under the Trust Agreement. The Trust
Estate consists primarily of Lease Payments payable by the City under the Lease Agreement and amounts
on deposit from time to time in the funds and accounts held by the Trustee. If for any of the reasons
described in this Official Statement, or for any other reason, the Lease Payments collected under the
Lease Agreement are not sufficient to pay debt service on the Outstanding Bonds under the Trust
Agreement, the Authority will not be obligated to utilize any other of its funds, other than certain amounts
on deposit in the funds and accounts established under the Trust Agreement, to pay debt service on the
Bonds.

The Authority has no taxing power. The obligation of the City to make Lease Payments under
the Lease Agreement will not constitute an obligation of the City for which the City has levied or pledged
any form of taxation or the City will be obligated to levy or pledge any form of taxation. Neither the
Bonds nor the obligation of the City to make Lease Payments under the Lease Agreement will constitute
an indebtedness of the City, the State or any of its political subdivisions in violation of any constitutional
or statutory debt limitations.

Abatement

Pursuant to the Lease Agreement, the obligation of the City to pay Lease Payments will be abated
during any period in which, by reason of any damage, destruction or condemnation, there is substantial
interference with the use and occupancy of the Property or any portion thereof by the City. Such
abatement will continue until the restoration of the Property to tenantable condition. See “THE LEASE
AGREEMENT - Abatement” and “— Insurance.” The City will be required under the Lease Agreement
to obtain and maintain in effect rental interruption insurance insuring against any loss of Lease Payments
for a period of two Fiscal Years from the date of damage or destruction of the Property. Under the Lease
Agreement, the City will waive any right to terminate the Lease Agreement by virtue of an abatement
event. Notwithstanding the provisions of the Lease Agreement specifying the extent of abatement in the
event of the City’s failure to have use and possession of the Property, such provisions may be superseded
by operation of law. In the event that the Property, if damaged or destroyed by an insured casualty, could
not be replaced during the period of time that proceeds of the City’s rental interruption insurance will be
available in lieu of Lease Payments, or in the event that casualty insurance proceeds or condemnation
proceeds are insufficient to provide for complete repair or replacement of the Property or a redemption of
the Bonds and Additional Bonds, if any, in whole (see “THE BONDS — Redemption — Extraordinary
Redemption From Insurance or Condemnation Proceeds™), a default on the Bonds may occur.

Risk of Uninsured Loss

The City will covenant under the Lease Agreement to maintain certain insurance policies on the
Property. These insurance policies do not cover all types of risk. The Lease Agreement does not require
the City to maintain earthquake insurance on the Property. The Property could be damaged or destroyed
due to a casualty for which the Property is uninsured. Additionally, the Property could be the subject of
an eminent domain proceeding. Under these circumstances an abatement of Lease Payments could occur
and could continue indefinitely. There can be no assurance that the providers of the City’s liability and
rental interruption insurance will in all events be able or willing to make payments under the respective
policies for such loss should a claim be made under such policies. There can be no assurances that
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amounts received as proceeds from insurance or from condemnation of the Property will be sufficient to
redeem the Bonds and Additional Bonds, if any.

Limited Recourse on Lease Default; No Right of Acceleration

If an event of default occurs and is continuing under the Lease Agreement, there will be no
remedy of acceleration of any Lease Payment which has not come due. The remedies provided for in the
Lease Agreement include, in addition to all other remedies provided at law, re-letting the Property
without effecting a surrender of this Lease Agreement, at such rent, upon such lawful conditions and for
such term, and to do all other acts to maintain or preserve the Property, including the removal of persons
or property therefrom or taking possession thereof, as the Authority, or its assignee, deems desirable or
necessary. No action taken by the Authority or the Trustee under the Lease Agreement shall be deemed to
terminate the Property Lease or the Lease Agreement, and the City will remain liable for the performance
of all conditions therein contained and continue to remain liable for any deficiency in Lease Payments and
Additional Payments that may arise out of such re-letting, payable only at the same time and in the same
manner as provided for Lease Payments and Additional Payments in the Lease Agreement. The Trustee
may be required to seek a separate judgment each year for that year’s defaulted Lease Payments. Any
such suit for money damages would be subject to limitations on legal remedies against cities in
California, including a limitation on enforcement of judgments against funds or property needed to serve
the public welfare and interest could prove both expensive and time-consuming.

The Lease Agreement will permit the Trustee, as the Authority’s assignee, to take possession of
and re-let the Property in the event of a default by the City under the Lease Agreement. To the extent that
the Property serves essential governmental purposes, a court may determine to not permit such remedy to
be exercised. Even if such remedy may be exercised, no assurance can be given that the Trustee could
readily re-let the Property for rents which are sufficient to enable it to pay debt service on the Bonds in
full when due.

Limitations on Remedies

Remedies available to the Owners may be limited by a variety of factors and may be inadequate
to assure the timely payment of principal of and interest on the Bonds or to preserve the tax-exempt status
of interest on the Bonds.

Enforceability of the rights and remedies of the owners of the Bonds, and the obligations incurred
by the Authority, may become subject to the federal bankruptcy code and applicable bankruptcy,
insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement of
creditor’s rights generally, now or hereafter in effect, equity principles which may limit the specific
enforcement under State law of certain remedies, the exercise by the United States of America of the
powers delegated to it by the Constitution, the reasonable and necessary exercise, in certain exceptional
situations, of the police powers inherent in the sovereignty of the State and its governmental bodies in the
interest of serving a significant and legitimate public purpose and the limitations on remedies against
governmental entities in the State.

Bond Counsel will limited its opinions as to the enforceability of the Bonds and the Trust
Agreement to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization,
fraudulent conveyance or transfer, moratorium, or other similar laws affecting generally the enforcement
of creditor’s rights, by equitable principles and by the exercise of judicial discretion. Additionally, the
Bonds will not be subject to acceleration in the event of the breach of any covenant or duty under the
Trust Agreement. The lack of availability of certain remedies or the limitation of remedies may entail
risks of delay in the exercise of, or limitations on or modifications to, the rights of the Owners.
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City General Fund

The Lease Payments and other payments due under the Lease Agreement (including payment of
costs of repair and maintenance of, and taxes and other governmental charges levied against, the
Property) will be payable from funds lawfully available to the City. A variety of national, state or
regional factors, which are beyond the control of the City could reduce the City’s General Fund revenues
or increase the City’s General Fund expenditures. The City is permitted to enter into other obligations
which constitute additional charges against its revenues without the consent of Owners of the Bonds. If
the amounts which the City is obligated to pay in a Fiscal Year exceed the City’s revenues for such year,
the City may choose to make some payments rather than making other payments, including Lease
Payments, based on the perceived needs of the City. The same result could occur if, because of
California Constitutional limits on expenditures, the City is not permitted to appropriate and spend all of
its available revenues or is required to expend available revenues to preserve the public health, safety and
welfare. See “STATE CONSTITUTION LIMITATIONS ON CITY REVENUES AND
APPROPRIATIONS.”

State Finances

The State’s financial condition and budget policies affect communities and local public agencies
throughout California. State budgets are affected by regional, national or even international economic
conditions and a multitude of other factors over which the City has no control. The City cannot give any
assurances regarding the financial conditions of the State during any period of time. Some of the State’s
budget solutions have caused in the past, and may cause in the future, increased financial stress to cities,
counties and other local governments by: (i) decreasing local revenues (for example, the property tax,
road improvement funding, public safety or other categorical funded initiatives), or (ii) increasing directly
or indirectly demand for local programs (such as public safety or indigent health programs). In recent
years, the State has faced significant financial and budgetary stress. AB X1 26 enacted in 2011, pursuant
to which all redevelopment agencies in the State were dissolved, was enacted during the fiscal year 2011-
12 budget process and was just one example where cities and counties throughout the State were
significantly impacted. Even though California has experienced significantly improved fiscal condition
during the past few fiscal years, the State is still facing continuing financial challenges and unfunded
long-term liabilities.

According to the State Constitution, the Governor is required to propose a budget to the State
Legislature by no later than January 10 of each year, and a final budget must be adopted by the vote of
each house of the Legislature no later than June 15, although this deadline has been frequently breached
in the past. Before fiscal year 2010-11, the State budget had to be adopted by a two-thirds vote of each
house of the State Legislature. However, in November 2010, the voters of the State passed Proposition
25, which reduced the vote required to adopt a budget to a majority vote of each house and which
provided that there would be no appropriation from the current budget or future budget to pay any salary
or reimbursement for travel or living expenses for members of the Legislature for the period during which
the budget was presented late to the Governor. The State budget becomes law upon the signature of the
Governor, who may veto specific items of expenditure.

Governor Brown signed the fiscal year 2018-19 budget for the State on June 27, 2018. The City
does not anticipate any material adverse effect on the City’s finances based on this proposed fiscal year
2018-19 State budget. However, the City can make no predictions regarding the changes, if any, that will
be made to proposed budget before it is finally adopted. The City also cannot predict what measures the
State will adopt to respond to any future financial difficulties. The City can provide no guarantees
regarding the outcome of future State budget negotiations, the actions that will be taken in the future by
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the State Legislature and Governor to deal with changing State revenues and expenditures, or the impact
that such budgets or actions will have on the City’s finances and operations.

Information about the State budget and State spending is available at various State-maintained
websites. Text of proposed and adopted budgets may be found at the website of the State Department of
Finance, www.dof.ca.gov. An analysis of the budget is posted by the Office of the Legislative Analyst at
www.lao.ca.gov. In addition, various official statements for State-issued bonds, many of which contain a
summary of the current and past State budgets may be found at the website of the State Treasurer,
www.treasurer.ca.gov. None of the websites referenced above are in any way incorporated into this
Official Statement. They are cited for informational purposes only. The City makes no representation
concerning, and does not take any responsibility for, the accuracy or timeliness of information posted on
such websites or the continued maintenance of such websites by the respective entities.

Natural Calamities

Seismic Factors. The City, like most regions in the State, is located in an area of seismic activity
and, therefore, could be subject to potentially destructive earthquakes. The Alquist-Priolo Earthquake
Fault Zone Act, passed in 1972 by the State of California, requires the State Geologist to establish
regulatory zones (known as Earthquake Fault Zones) around the surface traces of active faults and issue
appropriate maps to assist in the mitigation of the hazard of surface faulting to structures for human
occupancy. According to the Safety Element of the City’s General Plan, adopted August 5, 2004, the
regional faults that are in close proximity to the City include the San Andreas Fault and its eastern
branches, including the Monterey Bay Fault Zone and its onland extensions, the Chupines and Navy
Faults, the San Gregorio-Palo Colorado Fault Zone, the King City-Reliz-Rinconada Fault, and the
Zayante-Vergeles Fault. The Ord Terrace Fault and the Seaside Fault run through the City. All of these
faults are considered active or potentially active and scientists estimate that large earthquakes on the San
Andreas Fault occur approximately every 130 years.

Seismic activity poses two types of hazards: primary and secondary. Primary hazards include
ground rupture, ground shaking, ground displacement and subsidence and uplift from earth movement.
Primary hazards can induce secondary hazards including ground failure (lurch cracking, lateral spreading,
and slope failure), liquefaction, water waves (tsunamis and seiches), movement on nearby faults
(sympathetic fault movement), dam failure, and fires. Potential seismic hazards affecting the City include
ground shaking, ground rupture, and ground failure, including liquefaction and lateral spreading. Most of
the City is subject to moderately high ground shaking, although some areas are subject to higher potential.
The coastal beach areas have a very high ground-shaking potential. Seismologists believe that a major
earthquake, magnitude 7 or larger, is likely to occur somewhere in the San Francisco Bay area within the
next 30 years. Expected ground shaking for the Monterey Bay region either from a 7 or 8 magnitude
earthquake in the San Francisco or Monterey Bay areas would have significant implications for the City.
The City implements the most recent Building Codes and requires the review of potential seismic impacts
during the environmental review process.

Great earthquakes occurring around the Pacific Ocean can generate seismic sea waves, called
tsunamis, which can cause damage along the California coast. Much of the City lies approximately 2,000
feet inland from the coastline, which should provide sufficient distance and protection from tsunamis.
Additionally, water waves called seiches, generated by seismic ground-shaking, could occur in the City
due to the location of Roberts Lake and Laguna Grande within the City. In order to reduce the risks to
people and property from hazards related to seismic activity, the City requires investigation and
mitigation of potential seismic hazards during the review of development proposals or location of
proposed development away from such hazards.
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Risk of Floods. According to the Safety Element of the City’s General Plan, adopted August 5,
2004, the Monterey County Water Resources Agency (MCWRA) provides flood control services to the
City. The areas surrounding Roberts Lake and Laguna Grande, including the Property consisting of City
Hall, are located within Zone “A” 100-year flood plain, as defined by Federal Emergency Management
Agency. The rest of the City, including the Property consisting of the Community Center and the Fire
Station, is located within a Zone “B,” therefore subject to inundation by a 100- to 500-year flood event.
Areas within Flood Zone “A” are generally not developable given their location within the drainage
corridors of the Roberts Lake or Laguna Grande Park. Areas that are planned for development within the
Zone “A,” will have to construct structures above the maximum flood elevation. The City strives to
protect the community from flooding hazards by providing and maintaining adequate flood control
facilities. Additionally, the City requires developers to provide flood control systems in new development
areas that mitigate potential on-site flooding hazards and also avoid increasing flood hazards elsewhere.

Erosion. The potential for soil erosion hazards is severe in the northern one-third of the City and
moderate in the southern two-thirds. Coastal erosion is primarily attributed to sea level rise, wave
patterns, and the coastal geography of Monterey Bay. The coastal erosion rate has accelerated in this
century from about 1.5 feet per year up to more than seven feet per year. This increase is due to sand
mining along the coast, sediment trapping in reservoirs in the Salinas River watershed, and loss of
vegetation in shoreline dunes. On July 13, 2017, the California Coastal Commission approved a
settlement agreement to close the Cemex Sand Mining operation in the nearby City of Marina by the end
0f 2020. Once the closure is complete, the erosion rate is expected to be lessened.

Wildfires. The Safety Element of the City’s General Plan, adopted August 5, 2004, states that the
City is subject to both wildland fires and structural fires. The undeveloped areas in the northern and
eastern portions of the City are highly prone to wildland fires. These areas contain grassland with many
steeper areas with brushland and wooded slopes. The State of California Department of Forestry rates
these areas in Monterey County as extreme wildfires hazard areas based on slope characteristics, climate,
fuel loading, and water availability. These areas could create safety hazards for residents within the
community. The City is served by a single fire station located at Yosemite and Broadway. The
Department responds to fires, medical emergencies, rescues, and services calls under a 24-hour a day
operation. The Fire Department has a fire prevention program that, under the direction of the Fire
Marshal, conducts checks of plans for new construction and renovations of structures. Under the Uniform
Fire Code and Uniform Building Code, plans are reviewed by the City’s Planning Division, the Building
Inspection Division, the City’s Fire Department, and other applicable agencies prior to a building permit
being granted.

Insurance and Abatement Considerations. The occurrence of one or more natural disasters could
occur and could result in damage to improvements and property within the City of varying seriousness.
The damage may entail significant repair or replacement costs and that repair or replacement may never
occur either because of the cost, or because repair or replacement will not facilitate habitability or other
use, or because other considerations preclude such repair or replacement.

The casualty and liability insurance may not cover losses due to earthquake or flood damage.
Although the City presently maintains both earthquake insurance and flood insurance on the Property, the
City is not required to maintain earthquake or flood insurance under the Lease Agreement. Rental
interruption insurance will not cover interruption of Lease Payments due to an earthquake and may not
cover interruption of Lease Payments due to flood damage.

The occurrence of any natural calamity, including but not limited to an earthquake, uncontrolled
fire or a major flood, may result in the substantial interference with the use and occupancy of the
Property, which could result in Lease Payments being subject to abatement. Under such circumstances,
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although the City maintains property insurance and rental interruption insurance and is required to
continue to maintain such insurance under the Lease Agreement (see “THE LEASE AGREEMENT -
Abatement” and “— Insurance.”), no assurance can be given that the insurance or other resources would be
available to make repairs to the Property or to make Lease Payments under the Lease Agreement. For
more information, see the Safety Element of the City’s General Plan on file with the City Clerk or
available on the City’s website.

For more information see the Safety Element of the City’s General Plan on file with the City
Clerk or available on the City’s website. The City is in the process of updating its General Plan,
including the Safety Element, and a public draft General Plan (Seaside 2040) is available on the City’s
website for review and public comment. While still subject to further review, possible modification, and
final approval by the City Council of the City, the Safety Element of the public draft of General Plan
(Seaside 2040) notes that climate change is anticipated to amplify existing natural hazards, including
coastal flooding (a temporary condition caused by storms and high tides) and gradual sea level rise of
potentially 16 to 63 inches of sea level rise by calendar year 2099, caused by thermal expansion of the
oceans caused by ocean warming and loss of land-based ice due to increased melting of glaciers and ice
sheets. The elevation of the City is generally cited as 33 feet; according to maps of the United States
Geological Survey, the elevation of land within the City ranges from 0 to 541 feet.

Hazardous Substances

An environmental condition that may result in the reduction in the assessed value of property, and
therefore property tax revenues supporting the City’s General Fund, would be the discovery of a
hazardous substance that would limit the beneficial use of a significant amount of taxable property within
the City. In general, the owners and operators of a property may be required by law to remedy conditions
of the property relating to releases or threatened releases of hazardous substances. The owner or operator
may be required to remedy a hazardous substance condition of property whether or not the owner or
operator has anything to do with creating or handling the hazardous substance. If this situation were to
occur with respect to property not yet identified as contaminated, the costs of remedying such property
could reduce the marketability and taxable value of the property.

The City has unique hazards associated with the former use of northern and eastern portions of
the City as a U.S. Army base. Such areas contain unexploded ordnance and hazardous materials
associated with these past military activities. Ford Ord was added to the “Superfund” National Priorities
List of Hazardous Waste Sites on February 21, 1990. The City cooperates with the federal government to
obtain Superfund monies and implement Superfund clean-up activities to eliminate the environmental
hazards associated with past military activities. While most of former Fort Ord is not part of the Fort Ord
National Monument, much of the are located in the City has been or will be converted from military to
civilian land uses. In 2007, a remediation program was created to provide coordinated access for bikers,
hikers, runners, and equestrians to the new Fort Ord National Monument.

For more information see the Safety Element of the City’s General Plan on file with the City
Clerk or available on the City’s website. The City is in the process of updating its General Plan,
including the Safety Element, and a public draft General Plan (Seaside 2040) is available on the City’s
website for review and public comment. While still subject to further review, possible modification, and
final approval by the City Council of the City, the Safety Element of the public draft of General Plan
(Seaside 2040) identifies a number of hazardous waste sites located largely in the southwestern part of the
City, as well as underground storage tanks located in the northeastern part of the City. Of these hazardous
waste sites in the City, the draft General Plan (Seaside 2040) indicates that there is one Federal Superfund
site, located on former Fort Ord lands, and two state response sites that have land use restrictions.
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Development Risks

Real estate development projects are subject to risks of delay or non-development, including but
not limited to (i) adverse changes in the general economic condition of the region or local market
conditions, such as changes in the market value of real property in the vicinity of proposed development,
the supply of or demand for competitive properties in such area, and the market value of the properties in
the event of sale or foreclosure; (ii) changes in real estate tax rates and other operating expenses or
governmental fiscal policies; (iii) governmental policies, rules or regulations, or voter-initiated growth
control initiatives (including, without limitation, zoning laws, laws relating to threatened and endangered
species, and water conservation laws or regulations); (iii) natural disasters (including, without limitation,
earthquakes and floods) or the discovery of hazardous substances, which may result in uninsured losses;
and (iv) litigation seeking to preclude or modify the development project. The City cannot provide any
assurances that future events such as a downturn in the economy or the real estate market, events such as
earthquakes, droughts, or floods, stricter land use regulations, threatened or endangered species or other
events will not adversely affect the timing, scope, or completion of any proposed developments described
herein. See also “— Natural Calamities” and “— Hazardous Substances” above.

As described under the caption “THE CITY — General,” the Monterey Peninsula on which the
City is located is famed for its scenic beauty and a year-round tourist attraction, while the Salinas Valley,
located in the eastern portion of the County, is a rich agricultural center and one of the nation’s major
vegetable producing areas. This combination of real property characteristics and land uses subjects
properties and proposed developments in the County in general, including but not limited to the City, to
risks of litigation from conservationist groups and agricultural proponents, among others. As a
conservative measure, the City has not included any projected property tax, sales tax, transient occupancy
tax, or other revenues from any potential real estate developments in its adopted Fiscal Year 2018-19
budget or projections of General Fund revenues.

Bankruptcy

The rights and remedies provided in the Trust Agreement and the Lease Agreement may be
limited by and are subject to the provisions of federal bankruptcy laws and to other laws or equitable
principles that may affect the enforcement of creditors’ rights. The City and the Authority are
governmental units and therefore cannot be the subject of an involuntary case under the United States
Bankruptcy Code (the “Bankruptcy Code”). However, the City and the Authority may seek voluntary
protection from its creditors pursuant to Chapter 9 of the Bankruptcy Code for purposes of adjusting its
debts. The City or the Authority, upon become a debtor under the Bankruptcy Code, would be entitled to
all of the protective provisions of the Bankruptcy Code as applicable in a Chapter 9 case. The ability of
the Trustee or the Owners of the Bonds to recover any claim in such case, as well as the timing and
amount relating such recovery, will be subject to the uncertainty presented by the bankruptcy
proceedings. Among the adverse effects of such a bankruptcy might be: (i) the application of the
automatic stay provisions of the Bankruptcy Code, which, until relief is granted, would prevent collection
of payments from the affected entity, or the commencement of any judicial or other action for the purpose
of recovering or collecting a claim against the affected entity, or otherwise enforcing the obligations of
the affected entity, and could prevent the Trustee from making payments from funds in its possession; (ii)
the avoidance of preferential transfers occurring during the relevant period prior to the filing of a
bankruptcy petition; (iii) the existence of unsecured or secured debt which may have a priority of payment
superior to that of the Owners of the Bonds; and (iv) the possibility of the adoption of a plan (a “Plan”)
for the adjustment of the affected entity’s various obligations without the consent of the Trustee or all of
the Owners of the Bonds, which Plan may restructure, delay, compromise or reduce the amount of any
claim of the Owners of the Bonds if the Bankruptcy Court finds that the Plan is fair and equitable and in
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the best interest of creditors. Neither the City nor the Authority is currently considering any filing for
protection under the Bankruptcy Code.

Investment of Funds

The funds held under the Trust Agreement are required to be invested in Investment Securities as
provided under the Trust Agreement, respectively. See “APPENDIX C — SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS.” All investments, including Investment Securities, authorized by law from time
to time for investments by the Authority contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of return than expected, decline in market value and loss or delayed receipt of
principal. The occurrence of these events with respect to amounts held under the Trust Agreement could
have a material adverse effect on the security for the Bonds.

Future Initiative and Legislation

As discussed herein under “STATE CONSTITUTION LIMITATIONS ON CITY REVENUES
AND APPROPRIATIONS,” the California’s Constitutional initiative process has resulted in the adoption
of measures which pose certain limits on the ability of cities and local agencies to generate revenues,
through property taxes or otherwise. From time to time, other initiative measures could be adopted,
affecting the City’s ability to generate revenues and to increase appropriations. No assurances can be
given as to the potential impact of any future initiative or legislation on the finances and operations of the
City.

Loss of Tax Exemption for the Bonds

Compliance by Authority and City. In order to maintain the exclusion of interest on the Bonds
from gross income for federal income tax purposes, the Authority and the City have covenanted to
comply with the applicable requirements of Section 148 and certain other sections of the Internal Revenue
Code of 1986, as amended, relative to arbitrage and avoidance of characterization as hedge bonds or
private activity bonds, among other things. Interest on the Bonds could become includable in gross
income for purposes of federal income taxation retroactive to the date of issuance of the Bonds as a result
of acts or omissions of the Authority and the City in violation of these covenants. See “TAX
MATTERS.”

Future Legislation or Court Decisions. Legislation affecting the tax exemption of interest on the
Bonds may be considered by the United States Congress and the State legislature. Federal and state court
proceedings and the outcome of such proceedings could also affect the tax exemption of interest on the
Bonds. No assurance can be given that legislation enacted or proposed, or actions by a court, after the
date of issuance of the Bonds will not have an adverse effect on the tax exemption of interest on the
Bonds or the market value of the Bonds.

IRS Audit of Tax-Exempt Bonds. The Internal Revenue Service has initiated an expanded
program for the auditing of tax-exempt bond issues, including both random and targeted audits. It is
possible that the Bonds will be selected for audit by the Internal Revenue Service. It is possible that the
market value of the Bonds might be affected as a result of such an audit of the Bonds or by an audit of
similar bonds.

Secondary Market

There can be no assurance that there will be a secondary market for the Bonds, or if a secondary
market exists, that such Bonds can be sold for any particular price. Occasionally, because of general
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market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in connection with a particular issue are suspended or terminated.
Additionally, pricing of issues for which a market is being made will depend upon then prevailing
circumstances. Such prices could substantially differ from the original purchase price.

STATE CONSTITUTIONAL LIMITATIONS ON CITY REVENUES AND APPROPRIATIONS
State Initiative Measures Generally

Under the California Constitution, the power of initiative is reserved to the voters for the purpose
of enacting statutes and constitutional amendments. Voters have exercised this power through the
adoption of Proposition 13 (“Article XIIIA”) and similar measures, some of which are discussed below.
Any such initiative may affect the collection of fees, taxes and other types of revenue by local agencies
such as the City. Subject to overriding federal constitutional principles, such collection may be materially
and adversely affected by voter-approved initiatives, possibly to the extent of creating cash-flow problems
in the payment of outstanding obligations such as the Lease Agreement.

Property Tax Limitations - Article XIITA

California voters, on June 6, 1978, approved an amendment (commonly referred to as
“Proposition 13” or the “Jarvis-Gann Initiative”) to the California Constitution. This amendment, which
added Article XIIIA to the California Constitution, among other things, affects the valuation of real
property for the purpose of taxation in that it defines the full cash value of property to mean “the county
assessor’s valuation of real property as shown on the 1975-76 tax bill under full cash value, or thereafter,
the appraised value of real property when purchased, newly constructed, or a change in ownership has
occurred after the 1975 assessment.” The full cash value may be adjusted annually to reflect inflation at a
rate not to exceed two percent per year, or any reduction in the consumer price index or comparable local
data, or any reduction in the event of declining property value caused by damage, destruction or other
factors.

Article XIIIA further limits the amount of any ad valorem tax on real property to one percent of
the full cash value except that additional taxes may be levied to pay debt service on indebtedness
approved by the voters prior to July 1, 1978. In addition, an amendment to Article XIII was adopted in
August 1986 by initiative that exempts from the one percent limitation any bonded indebtedness approved
by two-thirds of the votes cast by voters for the acquisition or improvement of real property. On
December 22, 1978, the California Supreme Court upheld the amendment over challenges on several state
and federal constitutional grounds (Amador Valley Joint Union School District v. State Board of
Equalization).

In the general election held on November 4, 1986, voters of the State of California approved two
measures, Propositions 58 and 60, which further amended Article XIIIA. Proposition 58 amended Article
XIIIA to provide that the terms “purchased” and “change of ownership,” for purposes of determining full
cash value of property under Article XIIIA, do not include the purchase or transfer of (1) real property
between spouses and (2) the principal residence and the first $1,000,000 of other property between
parents and children. Proposition 60 amended Article XIIIA to permit the Legislature to allow persons
over age 55 who sell their residence to buy or build another of equal or lesser value within two years in
the same county, to transfer the old residence’s assessed value to the new residence. Pursuant to
Proposition 60, the Legislature has enacted legislation permitting counties to implement the provisions of
Proposition 60.
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Article XIIIA has subsequently been amended to permit reduction of the “full cash value” base in
the event of declining property values caused by damage, destruction or other factors, to provide that
there would be no increase in the “full cash value” base in the event of reconstruction of property
damaged or destroyed in a disaster and in certain other minor or technical ways.

Article XIITA Implementing Legislation

Legislation has been enacted and amended a number of times since 1978 to implement Article
XIIA. Under current law, local agencies are no longer permitted to levy directly any property tax (except
to pay voter-approved indebtedness). The one percent property tax is automatically levied by the county
and distributed according to a formula among taxing agencies. The formula apportions the tax roughly in
proportion to the relative shares of taxes levied prior to 1978.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or from the two percent annual adjustment are allocated among the various
jurisdictions in the “taxing area” based on their respective “situs.” Any such allocation made to a local
agency continues as part of its allocation in future years.

Since the 1981-82 fiscal year, legislation enacted by the Legislature to implement Article XIIIA
provides that all taxable property is shown at full assessed value as described above and under the caption
“— Property Tax Limitations, Article XIIIA.” In conformity with this procedure, all taxable property
value included in this Official Statement is shown at 100% of assessed value and all general tax rates
reflect the $1 per $100 of taxable value (except as noted). Tax rates for voter-approved bonded
indebtedness and pension liabilities, if any, are also applied to 100% of assessed value.

Challenges to Article XIITA

California trial and appellate courts have upheld the constitutionality of Article XIIIA’s
assessment rules in three significant cases. The United States Supreme Court, in an appeal to one of these
cases, upheld the constitutionality of Article XIIIA’s tax assessment system. The City cannot predict
whether there will be any future challenges to California’s present system of property tax assessment and
cannot evaluate the ultimate effect on the City’s receipt of property tax revenues should a future decision
hold unconstitutional the method of assessing property.

Appropriations Limitations - Article XIIIB

On November 6, 1979, California voters approved Proposition 4, the so-called Gann Initiative,
which added Article XIIIB to the California Constitution. Article XIIIB limits the annual appropriations
of the State and any city, county, school district, authority or other political subdivision of the State to the
level of appropriations for the prior fiscal year, as adjusted annually for changes in the cost of living,
population and services rendered by the government entity. The “base year” for establishing such
appropriations limit is the 1978-79 fiscal year, and the limit is to be adjusted annually to reflect changes
in population, consumer prices and certain increases in the cost of services provided by these public
agencies. Revenues received in excess of the appropriations limit must be returned by a revision of tax
rates or fee schedules within the next two subsequent fiscal years.

Appropriations subject to Article XIIIB include generally any authorization to expend during the
fiscal year the “proceeds of taxes” levied by the State or other entity of local government, exclusive of
certain State subventions, refunds of taxes, benefit payments from retirement, unemployment insurance
and disability insurance funds. Appropriations subject to limitation pursuant to Article XIIIB do not
include debt service on indebtedness existing or legally authorized as of January 1, 1979, on bonded
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indebtedness thereafter approved according to law by a vote of the electors of the issuing entity voting in
an election for such purpose, appropriations required to comply with mandates of courts or the Federal
government, appropriations for qualified outlay projects, and appropriations by the State of revenues
derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 1990 levels.
“Proceeds of taxes” include, but are not limited to, all tax revenues and the proceeds to any entity of
government from (i) regulatory licenses, user charges, and user fees to the extent such proceeds exceed
the cost of providing the service or regulation, (ii) the investment of tax revenues and (iii) certain State
subventions received by local governments.

Section 7910 of the Government Code requires the City to adopt a formal appropriations limit for
each fiscal year. The City’s appropriations limit for Fiscal Year 2018-19 is $32,821,627. The dollar
amount of the City’s budgeted appropriations subject to the limit for Fiscal Year 2018-19 is
approximately $25.73 million, comprising of an approximate 78.4 percent of the City’s Fiscal Year 2018-
19 appropriation limit.

Propositions 218 and 26 - Article XIIIC and Article XIIID

On November 5, 1996, California voters approved Proposition 218, “the Right to Vote on Taxes
Act.” Proposition 218 added Articles XIIIC and XIIID to the California Constitution, providing certain
vote requirements and other limitations on the imposition of new or increased taxes, assessments, and
property-related fees and charges.

Provisions of Article XIIIC (i) require taxes for general governmental purposes to be submitted to
the electorate and approved by a majority vote, and taxes for specific purposes, even if deposited into the
General Fund, to be submitted to the electorate and approved by two-thirds vote, (ii) require any general
purpose tax which the City imposed, extended or increased, without voter approval, after December 31,
1994, to be submitted to the electorate and approved by majority vote on November 5, 1998 and (iii)
provide that all taxes, assessments, fees and charges to reduction or repeal at any time through the
initiative process, subject to overriding constitutional principles relating to the impairment of contracts.
Provisions of Article XIIID that affect the ability of the City to fund certain services or programs that it
may be required or choose to fund include (ii) adding notice, hearing, protest and, in some cases, voter
approval requirements to impose, increase or extend certain assessments, fees and charges and (ii) adding
stricter requirements for finding individualized benefits associated with such levies.

On November 2, 2010, California voters approved Proposition 26, the “Supermajority Vote to
Pass New Taxes and Fees Act.” Relevant to local governments, Proposition 26 amended Article XIIIC of
the California Constitution by adding an expansive definition for the term “tax,” which previously was
not defined under the California Constitution. As a result, Proposition 26 requires a local government to
obtain two-thirds voter approval for many fees, charges and levies that a local government was previously
authorized to adopt by a majority vote of its legislative body. Specifically, Proposition 26 defines a “tax”
as any levy, charge, or exaction of any kind imposed by a local government except those enumerated in
seven specified exceptions, as follows:

(1) A charge imposed for a specific benefit conferred or privilege granted directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable
costs to the local government of conferring the benefit or granting the privilege.

2) A charge imposed for a specific government service or product provided directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable
costs to the local government of providing the service or product.
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3) A charge imposed for the reasonable regulatory costs to a local government for issuing
licenses and permits, performing investigations, inspections, and audits, enforcing
agricultural marketing orders, and the administrative enforcement and adjudication
thereof.

4) A charge imposed for entrance to or use of local government property, or the purchase,
rental, or lease of local government property.

(5) A fine, penalty, or other monetary charge imposed by the judicial branch of government
or a local government, as a result of a violation of law.

(6) A charge imposed as a condition of property development.
(7 Assessments and property-related fees imposed in accordance with the provisions of
Article XIII D.

In the event that charges included in the definition of a “tax” in Article XIIIC cannot be
appropriately increased, the City may have to choose whether to reduce or eliminate the service financed
by such taxes or finance such service from its General Fund. Further, no assurance can be given that the
City mayor will be able to reduce or eliminate such services in the event the fees and charges that
presently finance them are reduced or repealed.

The foregoing discussion of Propositions 218 and 26 should not be considered an exhaustive or
authoritative treatment of the provisions of Propositions 218 and 26 or the possible effects of Propositions
218 and 26. Interim rulings, final decisions, legislative proposals and legislative enactments affecting
Propositions 218 and 26 may impact the City’s ability to make Lease Payments and Additional Rental
Payments. The City does not expect to be in a position to control the consideration or disposition of these
issues and cannot predict the timing or outcome of any judicial or legislative activity related to these
issues. The City does not believe any of the fees or charges constituting City General Fund revenues,
including without limitation the transient occupancy tax and the utility users tax, are imposed in violation
of Propositions 218 or 26.

Proposition 62

On November 4, 1986, California voters adopted Proposition 62, which requires that (i) any local
tax for general governmental purposes (a “general tax”’) must be submitted to the electorate and approved
by a majority vote; (ii) any local tax for specific purposes (a “special tax”) must be submitted to the
electorate and approved by a two-thirds vote; (iii) any general tax must be proposed for a vote by two-
thirds of the legislative body; and (iv) proceeds of any tax imposed in violation of the vote requirements
must be deducted from the local agency’s property tax allocation.

Most of the provisions of Proposition 62 were affirmed by the 1995 California Supreme Court
decision in Santa Clara County Local Transportation Authority v. Guardino, which invalidated a special
sales tax for transportation purposes because fewer than two-thirds of the voters voting on the measure
had approved the tax. The City does not believe any of the taxes constituting City revenues are levied in
violation of Proposition 62.

Proposition 1A

Proposition 1A (“Proposition 1A”), proposed by the State Legislature in connection with the State
Budget Act for fiscal year 2004-05 and approved by the voters in November 2004, restricts State
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authority to reduce major local tax revenues such as the tax shifts permitted to take place in fiscal years
2004-05 and 2005-06. Proposition 1A provides that the State may not reduce any local sales tax rate,
limit existing local government authority to levy a sales tax rate or change the allocation of local sales tax
revenues, subject to certain exceptions. Proposition 1A generally prohibits the State from shifting to
schools or community colleges any share of property tax revenues allocated to local governments for any
fiscal year, as set forth under the laws in effect as of November 3, 2004. Any change in the allocation of
property tax revenues among local governments within a City must be approved by two-thirds of both
houses of the State Legislature.

Proposition 1A provides, however, that beginning in fiscal year 2008-09, the State may shift to
schools and community colleges up to eight percent of local government property tax revenues, which
amount must be repaid, with interest, within three years, if the Governor proclaims that the shift is needed
due to a severe state financial hardship, the shift is approved by two-thirds of both houses and certain
other conditions are met. Such a shift may not occur more than twice in any 10-year period. The State
may also approve voluntary exchanges of local sales tax and property tax revenues among local
governments within a county.

Proposition 1A also provides that if the State reduces the vehicle license fee rate below 0.65
percent of vehicle value, the State must provide local governments with equal replacement revenues.
Further, Proposition 1A requires the State to suspend State mandates affecting cities, counties and special
districts, excepting mandates relating to employee rights, schools or community colleges, in any year that
the State does not fully reimburse local governments for their costs to comply with such mandates.

Future Initiatives

From time to time other initiative measures could be adopted, affecting the ability of the City to
increase revenues and appropriations.

LITIGATION MATTERS

To the Authority’s and the City’s knowledge, there is no litigation pending or threatened to
restrain or enjoin the issuance, execution or delivery of the Bonds, to contest the validity of the Bonds, the
Trust Agreement, the Property Lease, the Lease Agreement or any proceedings of the City or the
Authority with respect thereto. To the knowledge of the Authority and its counsel, there is no lawsuit or
claim pending against the Authority which will materially impair the Authority’s ability to enter into the
Trust Agreement or restrain or enjoin the collection of Lease Payments as contemplated therein. To the
knowledge of the City and the City Attorney, there is no lawsuit or claim pending against the City which
will materially impair the City’s ability to enter into the Lease Agreement or restrain or enjoin the
payment of Lease Payments.

Disallowed 2008 Promissory Note. In 2008, the City, the Former Redevelopment Agency, the
United States of America, acting through the Secretary of the Army, the California Department of Parks
and Recreation (“State Parks”), and the Central California Council of American Youth Hostels negotiated
and entered into a transaction exchanging various real estate interests. In connection with that
transaction, a Promissory Note in favor of State Parks in the principal amount of $3.4 million was
executed by the City after joint approval of the transaction by the City Council and the Former
Redevelopment Agency, with the intent that the Former Redevelopment Agency would make the
payments on the note from its low- and moderate-income housing tax increment funds due to the
additional affordable housing secured by the City and the Former Redevelopment Agency in connection
with the real estate interest exchange transaction. The Promissory Note provides for payment of the
principal amount over ten years in annual installments, together with 5% simple interest, with the first
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year’s payment in the amount of $440,315.55 payable upon the closing of the 2008 transaction, followed
by nine annual payments of $440,315.55 each on June 1 each year commencing 2009. The Former
Redevelopment Agency and the Successor Agency timely made five scheduled annual payments to State
Parks on the Promissory Note, but in November 2013, the California Department of Finance disallowed
any further payments by the Successor Agency on the Promissory Note. Under the Redevelopment
Dissolution Act (Parts 1.8 and 1.85 of Division 24 of the California Health and Safety Code), all
payments to be made by the Successor Agency must be approved by the California Department of
Finance pursuant to a prescribed process in order to receive funding or be paid. Accordingly, no
payments have been made to State Parks under the Promissory Note subsequent to June 1, 2013; the
aggregate amount of the four remaining payments disallowed by the California Department of Finance
totals $1,761,262.20. The City does not believe that it has any responsibility for payment under the
Promissory Note. Although State Parks has not initiated any litigation against the City or the Successor
Agency, State Parks is seeking a means for payment and is presently in discussions with the City for a
lawful resolution of the dispute.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Agreement, the City has undertaken for the benefit of
holders and beneficial owners of the Bonds to provide certain financial information relating to the City
and other data by not later nine months after the end of the City’s Fiscal Year (which Fiscal Year
currently commences on July 1 and ends on June 30 of each year) (the “Annual Report”), commencing
March 31, 2019 Fiscal Year with the report for the 2017-18 Fiscal Year, and to provide notices of the
occurrence of certain enumerated events. The Annual Report, and any notice of material event will be
filed by the City or Urban Futures, Inc. (the “Dissemination Agent”), as the Dissemination Agent on
behalf of the City, with the Municipal Securities Rulemaking Board, through its Electronic Municipal
Market Access System (referred to as “EMMA”), at www.emma.msrb.org. The specific nature of the
information to be contained in the Annual Report or the notices of material events is set forth in
“APPENDIX E — FORM OF CONTINUING DISCLOSURE AGREEMENT.” This undertaking has
been made in order to assist the Underwriter in complying with Rule 15c¢2-12(b)(5) (the “Rule”)
promulgated by the Securities and Exchange Commission under the Securities and Exchange Act of 1934,
as amended.

Five-Year Continuing Disclosure History

The City has previously entered into continuing disclosure agreements with respect to two issues
of bonds that have been outstanding within the past five years (the “Prior City Continuing Disclosure
Agreements”). The Successor Agency, for which City staff provides administrative services, has
previously entered into continuing disclosure agreements with respect to three tax allocation bond issues
that have been outstanding within the past five years (the “Prior SA Continuing Disclosure Agreements,”
and collectively with the Prior City Continuing Disclosure Agreements, the “Prior Continuing Disclosure
Agreements.”) Except for one Prior SA Continuing Disclosure Agreement for which only annual
financial statements were required, the annual reports required under each of the Prior Continuing
Disclosure Agreements consist of two components: (i) updates as to certain information presented in the
official statements with respect to the respective bond issue (the “Updated Operating and Financial
Data”), and (ii) annual financial statements.

Pursuant to the Prior Continuing Disclosure Agreements, the City and the Successor Agency have
timely filed the portion of the annual reports comprised of the Updated Operating and Financial Data for
each of the last five years, with two minor exceptions. Updated Operating and Financial Data due on
March 31, 2014 and March 31, 2015 were filed 5 days late and 6 days late, respectively. No issues
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relating to incomplete Updated Operating and Financial Data were identified in a five-year continuing
disclosure review performed by a third party engaged by the Underwriter.

As to the portion of the annual reports consisting of annual financial statements, the City and the
Successor Agency have timely filed the annual financial statements in recent years, but with respect to the
annual financial statements due on December 27, 2013 and December 27, 2014, the financial statements
were filed 63 days late and 2 days late, respectively, even though the audited financial statements were
completed several days prior to each such filing deadline.

The late filings were due in large part to lapses and coordination issues at the Dissemination
Agent and the predecessor dissemination agent for the City and the Successor Agency. Since the late
filings due in December 2013 through March 2015, the Dissemination Agent has instituted new
procedures and changes in its operational practices to be more proactive with clients in preparing and
obtaining the various items required for continuing disclosure, including financial statements. These
changes from the prior dissemination agent and at the City’s current Dissemination Agent have resulted in
the timely filings for the most recent years.

A failure by the City to comply with the provisions of the Continuing Disclosure Agreement is
not an event of default under the Trust Agreement (although the holders and beneficial owners of the
Bonds do have remedies at law and in equity). However, a failure by the City to comply with the
provisions of the Continuing Disclosure Agreement may adversely affect the marketability of the Bonds
on the secondary market.

CERTAIN LEGAL MATTERS

The legality of the issuance of the Bonds is subject to the approval of Richards, Watson &
Gershon, A Professional Corporation, Los Angeles, California, Bond Counsel. Bond Counsel’s opinion
with respect to the Bonds will be substantially in the form set forth in APPENDIX B of this Official
Statement. Certain legal matters will also be passed on for the Authority by Richards, Watson &
Gershon, as Disclosure Counsel. Certain legal matters will also be passed on for the Authority and the
City by Perry & Freeman, Carmel-by-the-Sea, California, as Authority General Counsel and City
Attorney, and for the Underwriter by its counsel, Norton Rose Fulbright US LLP, Los Angeles,
California.

TAX MATTERS

The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements
which must be met subsequent to the issuance and delivery of the Bonds for interest thereon to be and
remain excluded from gross income for Federal income tax purposes. Noncompliance with such
requirements could cause interest on the Bonds to be included in gross income for Federal income tax
purposes retroactive to their date of issue. These requirements include, but are not limited to, provisions
which limit how the proceeds of the Bonds may be spent and invested, and generally require that certain
investment earnings be rebated on a periodic basis to the United States of America. The City and the
Authority have made certifications and representations and have covenanted to maintain the exclusion of
the interest on the Bonds from gross income for Federal income tax purposes pursuant to Section 103 of
the Code.

In the opinion of Richards, Watson & Gershon, A Professional Corporation, Bond Counsel, under
existing law and assuming the accuracy of such certifications and representations by, and compliance
with such covenants of, the City and the Authority, (i) interest on the Bonds is excluded from gross
income for Federal income tax purposes under Section 103 of the Code, and (ii) the Bonds are not
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“specified private activity bonds” within the meaning of Section 57(a)(5) of the Code and, therefore,
interest on the Bonds is not a preference item for purposes of computing the alternative minimum tax
imposed by Section 55 of the Code. Bond Counsel is also of the opinion that, under existing law, interest
on the Bonds is exempt from State of California personal income taxes. Bond counsel expresses no
opinion as to any other tax consequences regarding the Bonds.

Under the Code, interest on the Bonds is included in the calculation of a corporation’s adjusted
current earnings for purposes of, and thus may be subject to, the federal corporate alternative minimum
tax (applicable only to taxable years beginning before January 1, 2018). In addition, interest on the Bonds
may be subject to a federal branch profits tax imposed on certain foreign corporations doing business in
the United States and to a federal tax imposed on excess net passive income of certain S corporations.
Under the Code, the exclusion of interest from gross income for federal income tax purposes may have
certain adverse federal income tax consequences on items of income, deduction or credit for certain
taxpayers, including financial institutions, certain insurance companies, recipients of Social Security and
Railroad Retirement benefits, those deemed to incur or continue indebtedness to acquire or carry tax-
exempt obligations, and individuals otherwise eligible for the earned income tax credit. The applicability
and extent of these and other tax consequences will depend upon the particular tax status or other tax
items of the owner of the 2017 Bonds. Bond Counsel will express no opinion regarding these and other
such consequences.

Bond Counsel has not undertaken to advise in the future whether any circumstances or events
occurring after the date of issue of the Bonds may affect the tax status of interest on the Bonds.
Legislation affecting tax-exempt obligations is regularly considered by the United States Congress and
may also be considered by the State legislature. Court proceedings may also be filed, the outcome of
which could modify the tax treatment of obligations such as the Bonds. No assurance can be given that
legislation enacted or proposed, or actions by a court, after the date of issue of the Bonds, will not contain
provisions which could eliminate, or directly or indirectly reduce the benefit of the exclusion of interest
on the Bonds from gross income for Federal income tax purposes, or have an adverse effect on the market
value or marketability of the Bonds.

For example, federal tax legislation enacted on December 22, 2017, reduces corporate tax rates,
modifies individual tax rates, eliminates many deductions, repeals the corporate alternative minimum tax
for taxable years beginning after December 31, 2017, and eliminates tax-exempt advance refunding
bonds, among other things. This legislation may increase, reduce, or otherwise change the financial
benefits currently provided to certain owners of state and local government bonds. In addition, investors
in the Bonds should be aware that future legislative actions may retroactively change the treatment of all
or a portion of the interest on the Bonds for federal income tax purposes for all or certain taxpayers. In all
such events, the market value of the Bonds may be adversely affected and the ability of holders to sell
their Bonds in the secondary market may be reduced. The Bonds are not subject to special mandatory
redemption, and the interest rates on the Bonds are not subject to adjustment, in the event of any such
change.

Investors should consult their own financial and tax advisors to analyze the importance of these
risks.

Certain requirements and procedures contained or referred to in relevant documents may be
changed and certain actions may be taken, under the circumstances and subject to the terms and
conditions set forth in such documents, upon the advice or with the approving opinion of nationally
recognized bond counsel. Bond Counsel expresses no opinion as to any Bond, or the interest thereon, if
any such change occurs or action is taken upon the advice or approval of bond counsel other than
Richards, Watson & Gershon, A Professional Corporation.
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If the issue price of a Bond (the first price at which a substantial amount of the bonds of a
maturity are sold to the public) is less than the stated redemption price at maturity of such Bond, the
difference constitutes original issue discount, the accrual of which is excluded from gross income for
Federal income tax purposes to the same extent as interest on the Bonds. Further, such original issue
discount accrues actuarially on a constant yield method over the term of each such Bond and the basis of
each Bond acquired at such initial offering price by an initial purchaser thereof will be increased by the
amount of such accrued original issue discount. The accrual of original issue discount may be taken into
account as an increase in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning such Bonds. Purchasers who acquire Bonds with original issue discount are
advised that they should consult with their own independent tax advisors with respect to the state and
local tax consequences of owning such Bonds.

If the issue price of a Bond is greater than the stated redemption price at maturity of such Bond,
the difference constitutes original issue premium, the amortization of which is not deductible from gross
income for Federal income tax purposes. Original issue premium is amortized over the period to maturity
of such Bond based on the yield to maturity of that Bond (or, in the case of a Bond callable prior to its
stated maturity, the amortization period and yield may be required to be determined on the basis of an
earlier call date that results in the lowest yield on that Bond), compounded semiannually. For purposes of
determining gain or loss on the sale or other disposition of such Bond, the purchaser is required to
decrease such purchaser’s adjusted basis in such Bond by the amount of premium that has amortized to
the date of such sale or other disposition. As a result, a purchaser may realize taxable gain for Federal
income tax purposes from the sale or other disposition of such Bond for an amount equal to or less than
the amount paid by the purchaser for that Bond. A purchaser of that Bond in the initial public offering at
the issue price for that Bond who holds it to maturity (or, in the case of a callable Bond, to its earlier call
date that results in the lowest yield on that Bond) will realize no gain or loss upon its retirement.

Payments of interest on tax-exempt obligations, including the Bonds, are generally subject to IRS
Form 1099-INT information reporting requirements. If an owner of a Bond is subject to backup
withholding under those requirements, then payments of interest will also be subject to backup
withholding. Those requirements do not affect the exclusion of such interest from gross income for
federal income tax purposes.

Prospective purchasers of the Bonds should consult their own independent tax advisers regarding
pending or proposed federal and state tax legislation and court proceedings, and prospective purchasers of
the Bonds at other than their original issuance at the respective prices indicated on the inside cover of this
Official Statement should also consult their own tax advisers regarding other tax considerations such as
the consequences of market discount, as to all of which Bond Counsel expresses no opinion.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the Authority or the owners of the
Bonds regarding the tax status of interest thereon in the event of an audit examination by the IRS. The
IRS has a program to audit tax-exempt obligations to determine whether the interest thereon is includible
in gross income for federal income tax purposes. If the IRS does audit the Bonds, under current IRS
procedures, the IRS will treat the Authority as the taxpayer and the beneficial owners of the Bonds will
have only limited rights, if any, to obtain and participate in judicial review of such audit. Any action of
the IRS, including but not limited to selection of the Bonds for audit, or the course or result of such audit,
or an audit of other obligations presenting similar tax issues, may affect the market value of the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix B.
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UNDERWRITING

The City and Piper Jaffray & Co. (the “Underwriter”), have entered into a bond purchase
agreement (the “Purchase Agreement”). Under the Purchase Agreement, the Underwriter has agreed,
subject to certain conditions, to purchase the Bonds at a purchase price of $ (which is equal
to the principal amount of the Bonds, [plus/less] original issue [premium/discount] of $ ,
and less an underwriter’s discount of $ ). The Purchase Agreement provides that the
Underwriter will purchase all of the Bonds if any are purchased. The obligation of the Underwriter to
make such purchase is subject to certain terms and conditions set forth in the Purchase Agreement. The
Underwriter intends to offer the Bonds to the public initially at the prices set forth on the inside cover of
this Official Statement, which prices may subsequently change without any requirement of prior notice.

The Underwriter has entered into a distribution agreement (“Distribution Agreement”) with
Charles Schwab & Co., Inc. (“CS&Co”) for the retail distribution of certain securities offerings at the
original issue prices. Pursuant to the Distribution Agreement, CS&Co. will purchase Bonds from the
Underwriter at the original issue price less a negotiated portion of the selling concession applicable to any
Bonds that CS&Co. sells.

RATING

S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC (“S&P”), has
assigned their long-term municipal rating of “__ ” the Bonds. This rating reflects the view of S&P as to
the credit quality of the Bonds. The rating reflects only the view of S&P, and explanation of the
significance of the rating may be obtained from S&P Global Ratings, 55 Water Street, New York, New
York 10041 (212) 483-2000. There is no assurance that the rating will continue for any given period of
time or that it will not be revised downward or withdrawn entirely by S&P, if in the judgment of S&P,
circumstances so warrant. Any such downward revision or withdrawal of the rating may have an adverse
effect on the marketability or market price of the Bonds.

MISCELLANEOUS

All of the preceding description and summaries of the Bonds, the Trust Agreement and the Lease
Agreement, other applicable agreements, legislation and other documents are made subject to the
provisions of such documents respectively and do not purport to be complete statements of any or all of
such provisions. Reference is hereby made to such documents on file with the City for further
information in connection therewith.

This Official Statement does not constitute a contract with the purchasers of the Bonds. Any
statements made in this Official Statement involving matters of opinion or of estimates, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that
any of the estimates will be realized.
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The Authority and the City have duly authorized the execution and delivery of this Official
Statement by their duly authorized officers.

CITY OF SEASIDE JOINT POWERS FINANCING
AUTHORITY

By:

Executive Director

CITY OF SEASIDE

By:

Mayor

-96-
12425-0019\2200089v7.doc Packet Page 317



APPENDIX A

CITY OF SEASIDE COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR FISCAL YEAR ENDED JUNE 30, 2017
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APPENDIX B
FORM OF BOND COUNSEL OPINION

Upon issuance and delivery of the Bonds, Richards, Watson & Gershon, A Professional
Corporation, Bond Counsel, proposes to render its final approving opinion in substantially the following
form:

[Delivery Date]

City of Seaside Joint Powers Financing Authority
Seaside, California

Opinion of Bond Counsel

with reference to

$
City of Seaside Joint Powers Financing Authority
Lease Revenue Bonds
(Measure X Road Improvements)
Issue of 2018

Ladies and Gentlemen:

We have examined (i) a record of proceedings relating to the issuance of the above-captioned
bonds (the “Bonds”) of the City of Seaside Joint Powers Financing Authority, a public entity of the State
of California (the “Authority”); (ii) the Trust Agreement, dated as of October 1, 2018 (the “Trust
Agreement”), by and among the Authority, the City, and U.S. Bank National Association, as trustee (the
“Trustee™); (iii) the Property Lease, dated as of October 1, 2018 (the “Property Lease”), by and between
the City of Seaside (the “City”), as lessor, and the Authority, as lessee; (iv) the Lease Agreement, dated as
of October 1, 2018 (the “Lease Agreement”), by and between the Authority, as sublessor, and the City, as
sublessee; (v) the Assignment Agreement, dated as of October 1, 2018 (the “Assignment Agreement”),
by and between the Authority and the Trustee; and (vi) such other matters of law as we have deemed
necessary to enable us to render the opinions expressed herein. Capitalized terms not otherwise defined
herein shall have the respective meanings ascribed to them in the Trust Agreement. As to questions of
fact material to this opinion, we have relied upon such certificates and documents without undertaking to
verify the same by independent investigation.

The Bonds are issued under and pursuant to the Trust Agreement and the provisions relating to
the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the Government Code of
California, as amended (the “Law”), including the provisions of the Marks-Roos Local Bond Pooling Act
of 1985, constituting Article 4 of the Law. The Bonds are issued for the purpose of assisting the City in
financing the costs of rehabilitation, reconstruction, preservation, and improvement of public streets and
roadways within the corporate limits of the City, which improvements are eligible (but not limited) to be
paid from Measure X Revenues (as defined in the Trust Agreement), including expenditures for planning,
environmental reviews, engineering and design costs, related right-of-way acquisition, project
management, and other incidental costs.

From such examination, we are of the opinion under existing law that:

1. The Trust Agreement has been duly and lawfully authorized, executed and delivered by
the Authority and the City, and no other authorization for the Trust Agreement is required. Assuming due
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authorization, execution and delivery by the Trustee, the Trust Agreement is in full force and effect in
accordance with its terms and is valid and binding upon the Authority and the City and enforceable in
accordance with its terms. The Trust Agreement creates the valid pledge which it purports to create of (i)
the Trust Estate (as defined in the Trust Agreement) and (ii) certain accounts and subaccounts established
by the Trust Agreement, including the investments, if any, thereof; subject only to the provisions of the
Trust Agreement permitting the application thereof for the purposes and on the terms and conditions set
forth in the Trust Agreement.

2. The Authority is duly authorized and entitled to issue the Bonds, and the Bonds have
been duly and validly authorized and issued by the Authority in accordance with the Constitution and
statutes of the State of California, including the Law, and in accordance with the Trust Agreement. The
Bonds constitute the valid and binding obligations of the Authority as provided in the Trust Agreement,
payable from the Trust Estate (including, without limitation, the Lease Payments (as defined in the Trust
Agreement)), and are enforceable in accordance with their terms and the terms of the Trust Agreement
and entitled to the benefits of the Law and the Trust Agreement. The Bonds are not an obligation of the
State of California, any public agency thereof (other than the Authority), or any member of the Authority,
and neither the faith and credit nor the taxing power of the State of California or any public agency
thereof or any member of the Authority is pledged for the payment of the Bonds. The Authority has no
taxing power.

3. The Property Lease, the Lease Agreement, and the Assignment Agreement constitute the
valid and binding agreements of the Authority and the City, as applicable, enforceable according to their
terms. The obligation of the City to make Lease Payments during the term of the Lease Agreement
constitutes a valid and binding obligation of the City, payable from funds of the City lawfully available
therefor including without limitation Measure X Revenues, and does not constitute a debt of the City or of
the State of California or of any political subdivision thereof within the meaning of any constitutional or
statutory debt limit or restriction, and does not constitute an obligation for which the City or the State of
California is obligated to levy or pledge any form of taxation or for which the City or the State of
California has levied or pledged any form of taxation.

4. Interest on the Bonds is exempt from personal income taxes of the State of California
and, assuming compliance with the covenant described below, is excluded from gross income for Federal
income tax purposes. The Bonds are not “specified private activity bonds” within the meaning of Section
57(a)(5) of the Internal Revenue Code of 1986, as amended (the “Code™) and, therefore, interest on the
Bonds will not be treated as a preference item for purposes of computing the alternative minimum tax
imposed by Section 55 of the Code. However, we note a portion of the interest on Bonds earned by
corporations may be subject to the Federal corporate alternative minimum tax (applicable only to taxable
years beginning before January 1, 2018).

The Code sets forth certain requirements which must be met subsequent to the issuance and
delivery of the Bonds for interest thereon to be and remain excluded from gross income for Federal
income tax purposes. Noncompliance with such requirements could cause the interest on the Bonds to be
included in gross income retroactive to the date of issue of the Bonds. The Authority and the City have
covenanted in the Trust Agreement to satisfy, or take such actions as may be necessary to cause to be
satisfied, each provision of the Code necessary to maintain the exclusion of the interest on the Bonds from
gross income for Federal income tax purposes pursuant to Section 103(a) of the Code.

Certain requirements and procedures contained or referred to in the Trust Agreement and other
relevant documents may be changed and certain actions may be taken, under the circumstances and
subject to the terms and conditions set forth in such documents, upon the advice or with the approving
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opinion of nationally recognized bond counsel. We express no opinion as to any Bond, or the interest
thereon, if any change occurs or action is taken upon the advice or approval of other bond counsel.

Except as stated in the foregoing paragraph numbered 4 and the paragraph immediately following
paragraph 4, we express no opinion as to any Federal or state tax consequences of the ownership or
disposition of the Bonds.

The opinions expressed in the paragraphs numbered 1, 2 and 3 hereof are qualified to the extent
that the enforceability of the Trust Agreement, the Bonds, the Property Lease, the Lease Agreement, and
the Assignment Agreement may be limited by any applicable bankruptcy, insolvency, debt adjustment,
fraudulent conveyance or transfer, moratorium, reorganization or other similar laws affecting creditors’
rights, to the application of equitable principles, to the exercise of judicial discretion in appropriate cases
and to the limitations on legal remedies against public entities in the State of California. We express no
opinion with respect to any indemnification, contribution, penalty, choice of law, choice of forum, choice
of venue, waiver or severability provisions contained in the foregoing documents. We do not express any
opinion with respect to the quality of title to, or interests in, any of the real or personal property subject to
the Property Lease or the Lease Agreement or with respect to the accuracy or sufficiency of the
description of any real property contained therein and in the Trust Agreement and the Assignment
Agreement.

The opinions expressed herein are based on an analysis of existing law and cover certain matters
not directly addressed thereby. Such opinions may be affected by actions taken or omitted or events
occurring after the date hereof, and we have not undertaken to determine, or to inform any person,
whether any such actions or events are taken or do occur. We have assumed the genuineness of all
documents and signatures presented to us. We have not undertaken to verify independently, and have
assumed, the accuracy of the factual matters represented, warranted or certified in such documents.
Furthermore, we have assumed compliance with all agreements and covenants contained in the Trust
Agreement, the Assignment Agreement, the Property Lease, and the Lease Agreement. No opinion is
expressed herein with respect to the accuracy, completeness or fairness of the Official Statement or any
other offering material relating to the Bonds.

Respectfully submitted,
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APPENDIX D
DTC’S BOOK-ENTRY ONLY SYSTEM

The information in this Appendix D concerning The Depository Trust Company (“DTC”), New
York, New York, and DTC'’s book-entry system has been obtained from DTC. The Authority and the City
take no responsibility for the completeness or accuracy thereof. The City and the Authority cannot give
any assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial
Owners: (i) payments of interest and principal with respect to the Bonds, (ii) certificates representing
ownership interest in or other confirmation or ownership interest in the Bonds, or (iii) redemption or
other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Bonds, or that they
will so do on a timely basis without error, or that DTC, DTC Participants or DTC Indirect Participants
will act in the manner described in this Appendix. The current “Rules” applicable to DTC are on file
with the Securities and Exchange Commission and the current “Procedures” of DTC to be followed in
dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Bonds. The Bonds will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered certificate will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has an S&P Global
Ratings rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dfcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
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behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the registrar and request that copies of notices be provided
directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to Cede & Co., or such other nominee
as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the City or
the Trustee, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and will be the responsibility of such Participant and not of DTC, the Trustee, or the
Authority, subject to any statutory or regulatory requirements as may be in effect from time to time.
Principal and interest payments with respect to the Bonds to Cede & Co. (or such other nominee as may
be requested by an authorized representative of DTC) is the responsibility of the Authority or the Trustee,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Authority or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, certificates representing the Bonds are required to be printed and
delivered.
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The Authority may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, representing the Bonds will be printed and
delivered to DTC in accordance with the provisions of the Trust Agreement.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the City and the Authority believe to be reliable, but the City and the Authority take no
responsibility for the accuracy thereof.
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FORM OF CONTINUING DISCLOSURE AGREEMENT
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CITY OF SEASIDE Item No.: 12.A.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Beth Rocha, Associate Planner
DATE: September 6, 2018

SUBJECT: ADOPTION OF AN ORDINANCE FOR TEXT AMENDMENTS TO
THE WEST BROADWAY URBAN VILLAGE SPECIFIC PLAN AND
THE SPECIFIC PLAN DEVELOPMENT STANDARDS USER GUIDE
(SECOND READING - ROLL CALL VOTE).

PURPOSE & RECOMMENDATION

The purpose of this item is for the City Council to adopt the proposed text amendments to the
West Broadway Urban Village Specific Plan and the Specific Plan Development Standards User
Guide. It is recommended that the City Council adopt the proposed text amendments in
accordance with the Ordinance provided as Attachment 1 to the staff report.

BACKGROUND

On August 16, 2018, the City Council took the following actions on the proposed text
amendments to The West Broadway Avenue Urban Village Specific Plan:

1. In accordance with the California Environmental Quality Act, adopted a resolution certifying
the addendum to The West Broadway Avenue Urban Village Specific Plan Final Environmental
Impact Report for the proposed text amendments, and

2. Approved the first reading of the Draft Ordinance as submitted.

The final Ordinance is provided as Attachment 1. The proposed changes become effective 30-
days from the passage of the second reading of the Ordinance.

FISCAL IMPACT

There are no fiscal impacts to the City.

ATTACHMENTS
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Meeting Date: September 6, 2018

1. Attachment 1: Ordinance
2 . Exhibit A to Attachment 1: Proposed Text Amendments

Reviewed for Submission to the
City Council by:

Craig Malin, City Manager
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ORDINANCE NO. 18-__

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SEASIDE, STATE OF
CALIFORNIA, TO ADOPT AN ORDINANCE FOR PROPOSED TEXT AMENDMENTS
TO THE WEST BROADWAY URBAN VILLAGE SPECIFIC PLAN AND THE
SPECIFIC PLAN DEVELOPMENT STANDARDS USER GUIDE.

THE CITY COUNCIL OF THE CITY OF SEASIDE DOES ORDAIN AS FOLLOWS:

Section 1. General Purpose and Findings. The purpose of this Ordinance is to consider the
following text amendments to the West Broadway Urban Village Specific Plan and the Specific
Plan Development Standards User Guide:

A. Text amendments to the West Broadway Urban Village Specific Plan, Chapter 7,
Section B.

B. Text amendments to the Specific Plan Development Standards User Guide: Figures 2
and 3, Development Standards for Parcels Fronting onto Primary Streets.

Section 2. Pursuant to the requirements of the California Environmental Quality Act Section
21000 et seq. and State CEQA Guidelines Section 15162 and 15164, an Addendum to the West
Broadway Urban Village Final EIR is made a part of the Resolution for the Draft Ordinance by
reference.

Section 3. The City of Seaside is proposing text amendments to Chapter 7 of The West Broadway
Urban Village Specific Plan and The Specific Plan Development Standards User Guide as shown
in Exhibit A to Attachment 1.

Section 4. On July 25th, 2018, the Planning Commission held a duly noticed public hearing to
consider the adoption of the proposed text amendments described under Section 1. Following the
closure of the public hearing, the Planning Commission adopted a Resolution recommending
approval of this Ordinance to the City Council.

Section 5. It is the responsibility of the City Council to consider and weight the merits of the
text amendments in relation to the policies, standards and intent of the West Broadway Urban
Village Specific Plan and Seaside Municipal Code in making its determination on the proposed
text amendments to the West Broadway Urban Village Specific Plan and The Specific Plan
Development Standards User Guide.

Section 6. At a duly noticed public hearing held on August 16, 2018, the City Council made the
following findings in support of its action to adopt the Addendum to the West Broadway Avenue
Urban Village Specific Plan Final EIR for the proposed text amendments:

1. The proposed text amendments to the West Broadway Urban Village Specific Plan and The
Specific Plan Development Standards User Guide are not subject to any of the conditions
described in Section 15162, calling for the preparation of a subsequent EIR or negative
declaration. This addendum has been prepared in accordance with CEQA Guidelines
Section 15162 through 15164 and does not constitute a change in the Project.
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The proposed text amendments to the West Broadway Urban Village Specific Plan and The
Specific Plan Development Standards User Guide do not create substantial changes in
circumstances to the information analyzed in the West Broadway Urban Village Specific Plan
Final EIR.

The proposed text amendments do not consist of any significant changes to any of the analyzed
categories of the approved EIR and will not be substantially more severe, as the proposed text
changes being proposed to clarify, create consistency, and remove redundant zoning sections.

There are no new feasible mitigation measures or alternatives that are being adopted, nor any
other changes of significance associated with the proposed text amendments.

There are no different mitigation measures or alternatives that would reduce significant effects
that are not being adopted nor any other changes of significance associated with the proposed text

amendments.

Section 7. At a duly noticed public hearing held on August 16, 2018, the City Council
unanimously passed the first reading of the proposed text amendments.

Section 8. Effective Date. This Ordinance shall become effective thirty (30) days after its final
passage and adoption at a duly noticed public hearing for the second reading of the proposed text
amendments.

Section 9. At a duly noticed public hearing held on September 6, 2018, the City Council hereby
accepts the second reading of the proposed text amendments for adoption:

NOW, THEREFORE BE IT FURTHER RESOLVED, the City Clerk shall certify to the
adoption of this Ordinance.

PASSED AND ADOPTED at the regular meeting of the City Council of the City of Seaside, State
of California, on the 6th day of September, 2018, by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

Ralph Rubio, Mayor
ATTEST:

Lesley Milton-Rerig, City Clerk
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Proposed Text Amendments

(Text proposed to be deleted is listed with strikethrough (Strikethreugh) and text proposed to
be added is listed in bold with an underline (Underline)

DEVELOPMENT STANDARDS AND
DESIGN GUIDELINES

B. Development Standards

The following development standards apply to the West Broadway Urban Village Specific Plan Area. They are intended to
support the development of an active and lively downtown with a pedestrian-oriented mix of residential and commercial
buildings that will draw visitors, shoppers and residents to the area. All new development, remodeled exteriors and new signage
are subject to design review by the Board of Architectural Review (BAR). Table 7-1 lists permitted uses on ground floors and

TFable7-2 lists-permitted-uses on upper floors. Except for provisions as laid out in the Specific Plan, definitions in Title 17
apply and can be found in Section 17.70 of the Municipal Code

B.1.1 Permitted Ground Floor Uses

For development on all parcels that front onto primary streets, newly
constructed buildings are required to have a mix of uses. Ground floor level
retail sales and service uses or eating and drinking establishments are required
for all parcels that front onto Broadway Avenue, Del Monte Boulevard and

Olympia Avenue. The following uses are permitted:

B-+41++ B.1.1.1 Retail Sales and Services that include the following:

1 Specialty Food Retail, including but not limited to the following:
groceries/drug stores (under 15,000 square feet); coffee/tea; candy;
gourmet foods; ice cream; pastry/desserts; yogurt/dairy;
doughnuts/ bakery; wine.

Specialty Goods Retail, including but not limited to the following:
cooking supplies/culinary; general housewares; decorator/artand
design centers (including tile, floor and wall coverings);
architectural showrooms and supplies; specialty hardware;
specialty gardening supplies; antiques selling previously used,
high-quality goods; party supplies; lamps and lighting; household
accessories; stationery; books and magazines; musical
instruments.

1 Quality Goods and Services, including but not limited to the
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B-4+12 B.

following: small crafts; art supplies; picture framing; specialty
furniture; clothing/shoe stores; thrift/consignment stores; electronics
and computers; cameras/photography service and supplies; sporting
goods; outdoor/sports clothing and supplies; toys/games; cards/gifts;
jewelry/ watches; florists.

Personal Services, including but not limited to the following: dry cleaning;
shoe repair; seamstress; tailor; minor appliance repair; barber and beauty
shops; finance and insurance services; pharmacy and drug stores.
Excludes check cashing businesses.

Business Services that have the capacity to generate a high degree of
pedestrian activity, such as photocopying service and
videe/meovierentals-and-sales: Mailing and mail box services,

outdoor advertising services, copying and quick printing services,
computer-related services (rental, repair).

1.1.2 Eating and Drinking Establishments that include the following:
Restaurants serving alcoholic beverages and/or providing
entertainment, provided those activities are ancillary to the

restaurant use.

Chairs and tables for outdoor dining and carts for merchant display

may be permitted on sidewalks, paseos and other public rights-of-

way and shall be consistent with Design Guidelines for the West

Broadway Urban Village, provided that:

a. The use maintains a minimum six-foot wide travel zone that is

clear and unimpeded for pedestrian traffic, and

b. The use does not infringe on the full width of the building

entrance or otherwise impede access to and from the building.

B-++5 B.1.1.3 Small-scale light manufacturing as an accessory to a primary

retail use to allow for a wholesale component of a retail business,

including the following and similar uses: bakery; upholstery; tile-

making; screen-printing; architectural showroom and supplies.
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B.2 Permitted Uses On The North Side Of Palm Avenue And Its
Intersecting Streets - Rh/MX Z.one

Palm Avenue is envisioned as a primarily residential street. Typically, uses on

Palm Avenue will follow the regulations of the Table 7-1-and Section B.3;

however, small-scale professional office and residential serving retail uses at the
ground floor of properties fronting onto the north side of Palm Avenue and the
immediately adjacent sections of Contra Costa, Hillsdale, Alhambra, and

Calaveras Streets as seen in Figure 7-2, may be conditionally approved.
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Flgure 7-2. Permitted Uses on the North Slde of Palm Avenue - RH/MX Zone (for :IIustratlve purposes only)

B.3 Permitted Uses ON ALL OTHER STREETS— RM/POS ZONE

All other streets in the Plan Area are envisioned as being primarily residential
in character. These streets, including the half-block portion of the intersecting
streets as shown in Figure 7-3, shall be developed at densities that will create a
transitional area between the adjacent blocks of the new mixed-use area to the

north and existing single-family residential to the south.
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Figure 7-3. Permitted Uses on All Other Streets — RM/POS Zone (for illustrative purposes only)

Parcels would not become parks or open space unless acquired by the City.
Undeveloped parcels could be developed with open space recreation uses
consistent with the goals of the Specific Plan. The uses discussed in Section B.3
apply to the Canyon del Rey parcels zoned as POS until such time that they are
purchased by the City and converted to parks or open space.

B.3.1 Permitted Ground Floor Uses—B.3.1- Live-work

For development live-work units on parcels which front onto streets other
than West Broadway Avenue, Del Monte Boulevard and Olympia Avenue, the

folowing uses-at-the-ground-floor-are-permitted:-the following regulations apply:

B3t Multifamil Lsinelofamil dential
B3+42 B.3.1.1. Live-work, defined in this Specific Plan as residential living

spaces that include an integrated work space on the parcel that is

principally used by an owner/occupant. No more than two employees

other than the owner/occupant are permitted.
B3143 B.3.1.2 A second type of live-work, consisting of ground floor office

with residential above, except for the south side of Palm Avenue only.
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B.4.1 Similar and Compatible Use Determinations

B.4.1.1 The Zoning Administrator has the authority to deem uses not specifically listed in Table 7-1 as similar and

compatible to listed uses. The Zoning Administrator must make the following findings in order to deem the
unlisted use as Permitted or as subject to a Minor Use Permit:

¢ The Zoning Administrator must deem the unlisted use as similar and compatible to listed uses and must cite
the potential for the proposed use to facilitate vitality, to contribute to pedestrian activity, to provide visual

access for pedestrians into the ground floor use, and to substantially conform with the Vision and Goals
(Chapter 2) and Specific Plan Policies (Chapter 4) of the Urban Village Specific Plan.

B.4.1.2 The Planning Commission has the authority to deem uses not specifically listed in Table 7-1 to meet the

purpose and intent of the Urban Village Specific Plan. The Planning Commission must make the following findings
in order to deem the unlisted use as subject to a Use Permit:

¢ The Planning Commission must deem the unlisted use as similar and compatible to listed uses and must cite
the potential for the proposed use to facilitate vitality, to contribute to pedestrian activity, to provide visual

access for pedestrians into the ground floor use, and to substantially conform with the Vision and Goals
(Chapter 2) and Specific Plan Policies (Chapter 4) of the Urban Village Specific Plan.
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TABLE 7-1. PERMITTED-GROUND-FLOOR-USES

Speciley-Food-Retal O /

Speciny Gonds Acri O /

Suntity- Goods and Servi ®

Personal-Services ® e /

Business-Services @ e/

Eotinn-and-Drinlinn Eotab ® /

Plazas, Paseos-and-Parks ® /

Small-scale—Light-Manufacturing ® / @

Civie and-Cultural-Facilities e / ®

Child-Care Facilities O/ () ()
: /O

Public_Health_Facii / O

Lodging / = &

Bars-and-Nightclubs / O

Public Halls / O

Banks / O

Parking Strugdres O o O

MWMM ® o

Livephor ® o

e Work (2) Officc/Residential a

PERMITTED O MINOR USE PERMIT O USE PERMIT
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Use Primary Streets North side of Palm Ave | All other Streets
Ground | Upper | Ground Upper Ground Upper
floor floors | floor floors floor floors

Specialty Food Retail

Specialty Goods Retail

Quality Goods and Services

Eating and Drinking Establishments |
excluding drive-thrus

Personal Services,
excluding check cashing businesses

E
Small-scale Light Manufacturing '

Business Services

Bars and Nightclubs

Child Care Facilities

Day Spas and-Therapeutic Massage

00

Therapeutic Massage

Health and Exercise Facilities

Specialized Education

Public Halls, clubs, lodges, meeting
facilities

Recreational Facility- Indoor,
excluding card rooms

Banks and financial institutions,
excluding check cashing businesses

OO Ool|O000O0C o o & @6 0e

Professional and
Government Offices

Medical and dental offices

O O

Civic and Cultural Facilities

Plazas, Paseos, and Parks

Public Health Facility

Outdoor Entertainment

Parking Structures

O©0|0e ©

Multi-Family Residential

@O

Single-Family Residential

Live-Worki

0 00

Live-Work Office/Residential it

Lodging, on a less than monthly
basis

0000 00

B37
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iSee B.1.1.3
iiSee B.3.1.1

i See B.3.1.2
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West Broadway Urban Village Specific Plan User Guide
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Use Primary Streets North side of Palm Ave | All other Streets
Ground | Upper | Ground Upper Ground Upper
floor floors | floor floors floor floors

Specialty Food Retail

Specialty Goods Retail

Quality Goods and Services

Eating and Drinking Establishments |
excluding drive-thrus

Personal Services,

excluding check cashing businesses
E

Small-scale Light Manufacturing i

Business Services

Bars and Nightclubs

Child Care Facilities

Day Spas and-Therapeutic Massage

OO0

Therapeutic Massage

Health and Exercise Facilities

Specialized Education

Public Halls, clubs, lodges, meeting
facilities

Recreational Facility- Indoor,
excluding card rooms

Banks and financial institutions,
excluding check cashing businesses

OO OO0 C o o © 06 0e

Professional and
Government Offices

Medical and dental offices

O ©

Civic and Cultural Facilities

Plazas, Paseos, and Parks

Public Health Facility

Outdoor Entertainment

Parking Structures

o0 0e ©

Multi-Family Residential

@O

Single-Family Residential

Live-Workit

0 00

Live-Work Office/Residential i

Lodging, on a less than monthly
basis

0000 00
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ALLOWED LAND USES (p.3)

Similar to the City’s Zoning Code, certain land uses are allowed to occupy the West Broadway
Urban Village, depending on the location of the particular parcel. The figures on the following
page list permitted uses on ground floors and on upper floors separately. Except for provisions as
laid out in the Specific Plan, definitions for each land use type can be found in Section 17.70 of
the Municipal Code.

Land uses are allowed on ground floor or upper floors within the Specific Plan area based on the
following parcel location:

Parcels Fronting onto Primary Streets

For development on all parcels that front onto primary streets, newly constructed buildings are
required to have a mix of uses. Ground floor level retail sales and service uses or eating and
drinking establishments are required for all parcels that front onto Broadway Avenue, Del Monte

Boulevard and Olympla Avenue. Hnéngs—m—suppe%e%&er—@se—?emn%s—ea—pmn&w—ﬁee&s

forpedestrians-into-the-groundleoruse: Permitted upper floor uses on primary streets are

intended to provide residential and small office uses above the ground floor.
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CITY OF SEASIDE Item No.: 13.A.

STAFF REPORT
TO: City Council
FROM: Craig Malin, City Manager
BY: Abdul Pridgen, Police Chief
DATE: September 6, 2018

SUBJECT: RECEIVE REPORT, DISCUSS AND PROVIDE DIRECTION ON
SEASIDE POLICE DEPARTMENT SCHOOL RESOURCE OFFICER
PROGRAM

PURPOSE & RECOMMENDATION

Receive report, discuss and provide direction on Seaside Police Department School Resource
Officer program.

BACKGROUND

The Seaside Police Department has had School Resource Officers (SROs) in Seaside schools
since 1995. Our SRO is part of an overarching philosophy of engaging our youth, in meaningful
ways, in order to fortify relationships and abate juvenile crime.

The SRO is also the first responder to safety concerns and criminal law violations that directly
involve matters occurring on school campuses. Like all officers trained at the Seaside Police
Department, SROs are required to treat everyone they encounter with dignity, respect, and
equity.

Finally, the Seaside Police Department will not enforce federal immigration laws. The Seaside
Police Department is not Immigration and Customs Enforcement (ICE). We respectfully serve
and protect all of our residents, regardless of citizenship status. Moreover, we do not inquire
about immigration status. We are more concerned with the well-being of all of our diverse
citizens and encourage them to call us when needed.

We understand not all students are receptive to our traditional police uniform. Recognizing the
needs of our community, and the importance of incorporating their feedback, our next School
Resource Officer will be approved to wear a less-threatening uniform and conceal their duty
weapon.
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Meeting Date: September 6, 2018

FISCAL IMPACT

There is fiscal impact associated with this item.

ATTACHMENTS
1 SRO
2 SRO_9-6-182

Reviewed for Submission to the
City Council by:

o

ol =

Craig Malin, City Manager

Item No. 13.A. Page 2 of 2
Packet Page 347



SEASIDE PD SCHOOL RESOURCE OFFICER ACTIVITY

2017/2018

As defined in the School Resource Officer definition; the School Resource Officer acts as a
liaison between the Police Department and the Schools within the City to uphold the welfare
and common good for the youth of our diverse community. Some of the critical responsibilities
a School Resource Officer holds are:

e To establish genuine rapport between students, faculty, parents, and law enforcement.

e To instill confidence in the administration of justice process through interaction with
students.

e To be available to students, parents and faculty before, during and after school.

e To spend time with students during snack, lunch and after-school activities.

e To participate in school social activities, such as dances and athletic programs.

e To provide a safe and secure environment on school campuses and in the immediate
proximity of school campuses. To be a resource for the schools and the Police
Department by providing safety programs in the schools and special drug education
classes in coordination with school teachers and officials.

e To provide training for school administrators and faculty on gangs, youth subcultures,
and substance abuse.

e To take advantage of the community service resources available by referring at-risk
youth and families for professional care and counseling.

e To be afriend to the student body, faculty, administration and parents.

e To assist in any way possible toward promoting a healthy, safe and happy school
environment.

The School Resource Officer is also the first responder to safety concerns and criminal law
violations that directly involve matters occurring on school campuses. The School
Resources Officer, like all officers trained at the Seaside Police Department, are required to
treat everyone they encounter with dignity, respect, and equality.
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A prime focus for the School Resource Officer is to identify at-risk behavior and provide
mentorship and alternative methods to prevent youth from being lost in the criminal
justice system. Often times, this can be done through one-on-one counseling between the
School Resource Officer and the student. In more thoughtful conditions, youth diversion
programs are sought out to provide the student with long term tools to correct at-risk
behavior (substance abuse, gang affiliation, certain matters involving anger/violence).

The Seaside Police Department recognizes the investment to the future of our community
is our youth. Through positive interaction with all students and programs we can
potentially divert at-risk activity into a productive alternative. With these efforts, we can
continue to increase our youth’s probabilities for successful futures.

To demonstrate the activity of our current School Resource Officer, we have graphed out
their activity. Below is a graph that outlines the data over a two year period (2017/2018
YTD). As you can see, the Seaside School Resource Officer interacts with students at a high
frequency and very seldom makes a criminal arrest. Many of the day-to-day disciplinary
procedures should be addressed by school faculty. In most cases that occurs in Seaside.

The Seaside Police Department is committed to changing lives and keeping our schools
safe.

School Resource Officer Activity

1

M Violations / Incidents
M Arrests

1 Referrals / Probation
m Referrals / SYRC
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Impact
i
There is voluminous research on SROs.

Students will notify friendly, protective
SROs (Owens, 2017).

May, Barranco, Stokes, Robertson, and
Haynes (2018) found officers outside
school more likely to refer for minor
offenses.

- Oy,

Training and context contribute to role® *

fulfillment (McKeena & White, 2018). -9
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Seaside SRO Statistics
2017/2018

374

400 1

350 7

300

M Violations/Incidents (374)
250 M Arrests (1)
200 + u Probation Referrals (2)

150 +~ M SYRC Referrals (1)
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Future Considerations

* More holistic evaluation.

 More clearly defined
roles/protocols.

* Monthly stakeholder meetings.
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Conclusion
|| 4 | -y .B ‘ ‘ ) /

« SROs are not inherently good or
bad.

* We incorporated feedback:
— Training

— Notifications
— Appearance

* Design a model SRO program. 78
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