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Cash Flow Requirements FIRST EVMPIRESECURITIES

How much liquidity do you need?

- What is the timing?

- How accurately does your cash flow
sources and uses match?

- Can you afford to have some uncertainty
In your cash flow from the investment portfolio?

800.645.5424 | www.1empire.com





The CaSh FlOW Ladder FIRST EMPIRE SECURITIES

Member FINRA/SIPC

When institutions create a fixed income portfolio, most
Investment officers think of a traditional “laddered”
approach as distributing principal cash flows evenly across

the maturity spectrum, i.e. the same amount of money
maturing in each annual bucket.

A
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_The "Wedge” Cash Flow Ladder
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A “wedge” cash flow profile ladders all cash flows —
both principal and interest — In a descending
format to generate more cash flow In earlier

periods. Yearly cash flows mimic a downward
sloping right-hand triangle...

800.645.5424 | www.1empire.com





‘Wedge Cash Flow Profile
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A favorable “wedge cash flow” profile can be illustrated by yearly cash flows that mimic a downward sloping right triangle.
Current biases are towards a shallow sloping cash flow curve (right chart below) based on FOMC guidance. When biases
change, a steeper slope is reflected in anticipation of higher rates (left chart below).

[Note: WAL, Duration, and Cash Flows are examples only]

Representative Annual Projected Cash Flows — 5 Years, Principal and Interest

The Wedge: Steep Slope
Avg. Life ~ 1.6, Est. Duration ~ .85

6.0

5.0

4.0

3.0

2.0

1.0 I

0.0 . . . . L
1 2 3 4 5

Cash Flow ($ mm)

Cash Flow ($ mm)

6.0

5.0

4.0

3.0

2.0

0.0

The Wedge: Shallow Slope
Avg. Life ~ 2.6, Est. Duration ~1.9

1 2 3 4 5

Year

800.645.5424 | www.1empire.com





Increasing or decreasing the weighted average life
(WAL) of the portfolio can affect the slope of the

wedge.

A shorter WAL creates a steeper sloped wedge,
while a longer WAL creates a shallower sloped

wedge.
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The “Wedge” Cash Flow Ladder FIRST EARIRESECURITIES

Many of our clients, find this approach
to have some distinct advantages over a
traditional ladder:

- Everybody likes “getting their money back.”

- Additional cash flow reduces near-term liquidity risk.

- A cash flow ladder can provide a “backstop” to
extension risk.

- If and when interest rates rise, earlier cash flows
enhance the ablility to manage the portfolio.
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The “Wedge” Cash Flow Ladder FIRST EMPIRE SECURITIES

We do NOT advocate placing outright directional bets
within an investment portfolio. The wedge is not an
attempt to forecast future interest rate changes.

In general, building diversified portfolios using a mix of
bullets and amortizing and callable products across a longer
maturity spectrum, creates the wedge profile that is fluid

In all three interest rate scenarios.

800.645.5424 | www.1empire.com
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Rising Rates: earlier cash flows represent reinvestment
opportunity at higher yields.

Falling Rates: later cash flows lock in and maintain yield
to offset reinvestment risk of earlier cash flows.

Flat Rates / Sideways Markets: given a positive sloping
yield curve, the diversified portfolio’s longer WAL leads to
overall higher yield performance.
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Investment Policy FIRST EMPIRE SECURITIES

How does your Investment Policy differ
from State Code?

- Too restrictive?

- Enough flexibility?

- Does it match your objectives? o

800.645.5424 | www.1empire.com





Portfolio Structure and Asset Allocation FIRSTEMPIRESECURITIES

Things to consider:

* Risk tolerance

e EXxposure limits

e Portfolio diversification

 Risk vs. Reward

 Relative value

* In-house resources

e Reporting and accounting requirements

800.645.5424 | www.1empire.com





Asset Allocation Strategies FIRST EMPIRE SECURITIES

Investment Options:

U.S. Treasury notes and bonds

Agency securities

Negotiable certificates of deposit

Corporate medium term notes

State obligations (municipal bonds)
Asset-backed and Mortgage-backed securities
Bankers acceptances

Commercial paper

Money market funds

*Not all products listed may be permissible or suitable for all municipalities.





Portfolio Philosophies FROT EMPIRE Sma Rt

Identifying, Understanding and Managing Risk

Risk Avoidance is not a Conservative Strategy

Price Volatility Risk
Duration Risk
Prepayment Risk

Geographic Risk

Liquidity Risk

Market Risk
Inflationary Risk
Political Risk

Un Foreseen Risk

» Credit Risk » Extension Risk
» Concentration Risk *  Opportunity Cost Risk
* Event Risk e Systemic Risk

Call Risk * Economic Risk

800.645.5424 | www.1empire.com





Asset Allocation Strategies FIRST EMPIRE SECURITIES

US Treasury Notes and Bonds
e Interest rate risk

Agency Securities
 |nterest rate risk
e Re-Investment risk

Negotiable Certificates of Deposit
e Interest rate risk

*Not all products listed may be permissible or suitable for all municipalities.
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Asset Allocation Strategies FIRST EMPIRE SECURITIES

Corporate Medium Term Notes
e Interest rate risk
e Credit risk

State Obligations (Muni Bonds)
e Interest rate risk

e Credit risk

 Re-investment risk

« Geographic risk

Asset-backed & Mortgage-backed Securities
e Interest rate risk

 Pre-payment risk

 Re-investment risk

« Geographic risk

*Not all products listed may be permissible or suitable for all municipalities.





Asset Allocation Strategies FIRST EMPIRE SECURITIES

Bankers acceptances
 [nterest rate risk
e Creditrisk

Commercial paper
 |nterest rate risk
e Creditrisk

Money market funds
e Opportunity cost

*Not all products listed may be permissible or suitable for all municipalities.





ldentifying and Managing Risk FIRST EMBIRESECURITIES

Interest rate risk Pre-payment risk
« Ensure liquidity « Diversify structure
« Balance maturities  Review/analyze underlying
« Match cash flows collateral
« Periodically review collateral
performance

Re-investment risk
« Diversify structure

 Review/analyze underlying
collateral

Geographic risk
» Diversify positions

 Review/analyze underlying
collateral

Credit risk

» Perform adequate due diligence
e Maintain periodic reviews

* Adhere to issuer limits

Opportunity cost

* Proactive portfolio management
 Be aware of your options

* Flexible investment policy

800.645.5424 | www.1empire.com






Portfolio Philosophies FIRST EVMPIRESECURITIES

Seven Approaches for Any Market

 Have a strategy.

* Be comfortable with your investments.
» Understand WHY the investment fits into your portfolio.
 Review the performance of your portfolio.
» Diversify.

* Do not try to time the market.

* Investregularly.

-

strat-e.gy

Istrat’ a-ja ) n.
1.Plan of action

designed to achleve
a particular goal.

800.645.5424 | www.1empire.com





FIRST EMPIRE SECURITIES

eeeeeeeeeeeeeeee

A History of Interest Rates
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30 Years of Falling Interest Rates FIRST EVRIRESECURITIES
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History of Interest Rates FIRST EMBIRESECURITIES

for explanation.
1¥YR POINT IS INTERPOLATED TILL 06/04/2008
HISTORICAL YIELD CURVE PAGE 1 OF 2
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History of Interest Rates FIRST EMBIRESECURITIES

for explanation.

HISTORICAL YIELD CURVE PAGE 2 OF 2
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1/31/07 9/23/13 Change
3 MONTH 5.103 010 L0930
© MONTH 5.137 041 L0963
YEAR 096
YEAR 4.916 .33 .5861
YEAR 4.847 .681 . 1658
YEAR 4.800 460 3.3393
YEAR 093
YEAR .808 . /15 0926
YEAR .907 . 745 1616

LN I S I S e Y e Y

1
2
3
5
7
0
0

1
3

Australia &1 2 9777 2600 Brazil 5511 23042 4500 BEurope 44 20 73320 AS00 Germoang 49 &9 2204 1210 Hong Kong 832 2577 &000
Jopoan 21 3 2201 2500 Singopore &5 5212 1000 U.s. 1 212 218 2000 Copygright 2012 Bloombkerg Finonce L.P.
EH 26578332 EDT GMT-4:00 H343-511-0 23-Sep—2013 09:56:28

Source: Bloomberg

800.645.5424 | www.1empire.com





History of Interest Rates FIRST RVMRIRESECURITIES

How Long Can Low Interest
Rates Persist?

800.645.5424 | www.1empire.com





Japan’s 10-year Treasury Note
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Federal Reserve Policy 2013 LR BV RE SR

« The Federal Reserve confirmed their intent to do whatever
it takes to get the economy turned around.

 Those who have structured their investment portfolios for
higher interest rates are on the wrong side of the Fed.

* One of the top trading and investment axioms of all-time is...

DON’T FIGHT THE FED!!

800.645.5424 | www.1empire.com





Federal Reserve Policy Implications  FIRSTEMPIRESECURITER

 Those who have made a directional bet by staying too short on the
curve and/or in cash while waiting for yields to go back up are
fighting the Fed.

 They have paid, and continue to pay, an enormous opportunity
cost with ever-increasing reinvestment risk. Maturing investments
are getting replaced at much lower yields than the original coupon,
resulting in larger and larger amounts of foregone interest income
as the yield curve collapses year after year.

800.645.5424 | www.1empire.com





Putting Excess Liquidity to Work LR BV RE SR

Opportunity Cost of waiting to put money to work
If | wait in fed funds, at what vield do | need to invest in the future?

Assumed Investment:| $10,000,000
Owernight Funds Rate|0.25%

Alternatiwve Investment Yield: |1.25%
Alternative Final Maturity|3.00
Inc Needed
through Yield
Months | AssumedFed Accumulated | AltInv Accumulated Foregone Remaining Maturityto | Neededto
Waiting | Funds Rate Income Yield Income Income term(Yrs) = "Breakewen" BE
3 0.25% $6,250] 1.250% $31,250 ($25,000) 2.75 $368,750 | 1.34%
6 0.25% $12,500] 1.250% $62,500 ($50,000) 2.50 $362,500 | 1.45%
9 0.25% $18,750] 1.250% $93,750 ($75,000) 2.25 $356,250 | 1.58%
12 0.25% $25,000] 1.250% $125,000 ($100,000) 2.00 $350,000 | 1.75%
15 0.25% $31,250] 1.250% $156,250 ($125,000) 1.75 $343,750 | 1.96%
18 0.25% $37,500] 1.250% $187,500 ($150,000) 1.50 $337,500 | 2.25%
21 0.25% $43,750] 1.250% $218,750 ($175,000) 1.25 $331,250 | 2.65%
24 0.25% $50,000f 1.250% $250,000 ($200,000) 1.00 $325,000 | 3.25%
27 0.25% $56,250] 1.250% $281,250 ($225,000) 0.75 $318,750 | 4.25%
30 0.25% $62,500] 1.250% $312,500 ($250,000) 0.50 $312,500 ] 6.25%

* This "breakeven" calculator is based on several assumptions including but not limited to assuming the fed funds rate remains constant, and the alternative

investment is held to maturity. The sale of any security prior to maturity may result in a capital gain or loss which may affect its total return. The risk of the

alternative investment may be greater than fed funds. These risks include but are not limited to market risk, liquidity risk, prepayment risk, credit risk, basis
risk, interest rate risk, and reinvestment risk.
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Thank You!

The information in this document has been obtained from sources we believe to be reliable, however, we do not
guarantee it is accurate or complete. Parts of this document are based on assumptions, which we believe to be
reasonable and supportable, however, future events may influence actual performance. The projections contained
herein are hypothetical in nature, and do not reflect actual balance sheet or investment results and are not
guarantees of future results. This document is not and should not be construed as an offer or solicitation of an
offer to buy or sell any security or securities. From time to time officers, employees of the firm, or the firm itself
holds a position in the securities referred herein, or acts as principal in transactions referred to herein. As with all
debt securities, sale prior to maturity may cause principal gain or loss. Securities have inherent risk, including
credit, prepayment, extension and market risk. This information is subject to change without notice. First Empire
Securities, Inc., Member FINRA/SIPC
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Why ParcelQuest?

Over 30 Years of Experience
Unique “Public / Private” Partnership
Reciprocal County Relationships

We Speak “County Property Data”





Typical City Budget

Governmental Activities - Revenues by Source
Capital Grants and

Contributions
1.0%
Sales Tax
8.2%
Property Tax
29.7%
Operating Grants and Utility Users Tax
5.3%

Contributions
27.0%
Other Taxes
5.9%

Charges for Services

0, .
18.2% Franchise Fees

3.3%

Unrestricted

Investment Earnings
1.4%





Property Tax Revenue
Property Tax Estimates Used to be SIMPLE
2% Plus Turnover & New Development
What Happened?

To understand the present...

We must look to the past
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Proposition 13 passed

The EVENT DRIVEN tax assessment era began.
Q PARCELQUEST






Proposition 8 also passed

And no one even noticed.
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FINAL VOTE CAST BY LEGISLATURE ON SCA 67 (PROPOSITION 8)

Assermnbly—Ayes, 69
Noes, 0

Senate—Ayes, 32
Noes, 0

Analysis by Legislative Analyst

Background: _ ' '

Proposition 13 on the June 1978 ballot substantially
changed provisions in the California Constitution re-
garding the valuation of property for property tax pur-
poses. In general, Proposition 13 requires county asses-
sors to use 1975-76 property values as the basis for

" determining real property assessments in 1978-79 and
subsequent years. The 1975-76 values may be increased
* by an inflation factor of no more than 2 percent per
year, However, if the property is “newly constructed”,

or if ownership of the property changes, the assessment ;-

is based not on the property’s value in 1975-76, but on
its value at the time of construction or change in owner-
ship.

Proposal:

This proposition would affect the determination of
assessed value in three ways: :

1. Allowed adjustments to 1975-76 property- values.
Proposition 13 specifies that the county assessors’ deter-
mination of-1975-76 assessments can now be increased
if these values were “not already assessed up to the
1975-76 tax levels”. These adjusted values then would
constitute the basis for computing future assessments. .

This constitutional amendment substitutes the term -
- *full cash value” for “tax levels”. The Legislative Coun-

'sel advises us that this terminology change is a clarifying

amendment to the Constitution, and as such it would
not have any direct fiscal effect. '

9. Treatrnent of “reconstructed” property. The
Legislative Counsel advises us that, as used in Proposi-
"tion 13, the term “newly constructed” real property
covers additions or renovations to real property as well
as newly built structures. Thus, property which has not
been sold since 1975, but is substantially “reconstruct-
ed"” following a flood, fire or other disaster would have
to be reassessed at its new market value.

This proposal specifies that real property which is
reconstructed after a disaster shall not be reassessed at
its new market value if (1) it is in a disaster area, as
proclaimed by the Governor and (2) its value is compa-
rable to the fair market value of the original property

" prior to the disaster. This would prevent the assessed
value of such property from being increased by more
than the 2 percent annual inflation factor.
3. Property which has declined in value since 1975.
Proposition 13 does not allow the assessor to reduce the

it is stll owned by the same taxpayer. This proposal
would allow the assessor to make such reductions when
it has been substantially damaged or its value has been
reduced by “other factors™ such as economic condi-
\_ Hons.. . . w
—Fiscal Effect: —
In the absence of a major disaster, the adoption of this
. proposal would have a minor impact on local property
tax revenues statewide. It should have no significant
\impact on state revenues or costs. - '

)






Bought 1988

Tax: $2,710 !'; Bought 1994 \

Tax: $3,300

Bought 2005 \& & Bought 1971
Tax: $7,100 Tax: $970

o PARCELQUEST
.





Following the crash...

The game i1s completely different!
Q PARCELQUEST





It IS not just about Foreclosures
Relative to Assessed Value ... It’s Complicated!

Foreclosures Reset to new Prop-13 base year
values

Prop-8s do one of three... and two are bad!

g T
2l
g

ney can return to factored base year
ney can go lower

ney can stay flat and eventually turnover

o PARCELQUEST
*





Example: City of Long Beach

Foreclosure Filings - Long Beach, CA

180 MNotice of Default
Pricr Month Pricr Year
13.33% -51.98%
MNotice of Sale
an — Prior Month Prior Year

2.35% -45.96%

D ] ] ] ] ] ] ] ] ] ] ] ] 1

Aug-12 Sep-12 Oct-12 MNov-12 Dec-l2 Jan-13 Feb-13 Mar-13 Apr-13 May-13 Jun-13  Jull3 Aug-13
177 126 131 127 a5 47 59 105 100 a7 G0 75 B85
161 177 1458 169 133 100 102 91 a5 a0 72 B85 87

Percentage of Total Value by Use Type
City of Long Beach

16.219%, Commercial / Industrial B Residential

79.94%, Residential m  Commercial / Inclustrial

Other

3.85%, Other






Secured Assessed

City of Long Beach

Prepared for: CACTTC

Proposition 13

Proposition 13

Proposition 8

Proposition 8 kg

Roll Year Value Value % of Total Value % of Total
2008-2009 $3?,391,194,445§ ’ 90.66% $3,493,376,539 9.34%
2009-2010 $35,860,417,780 $2R Cad 27, 80.54% $6,978,019,984 19.46%
2010-2011 $35,070,493,515 *,4?0,2 082 78.33% $7,600,259,433 21.67%
2011-2012 $35,438,281,389 $28,071,485,264 79.21% $7,366,796,125 20.79%
2012-2013 $36,035,642,887 $28,493,048,793 79.07% $7,542,594 094 ) 93%
2013-2014 $37,902,221,959 $30,840,386,699 81.37% $7,061,8354

Secured Parcel

Proposition 13

Proposition 13

Proposition 8

Roll Year Count Count % of Total % of Total
2008-2009 105,273 97,596 92.71% 7,677 7.29%
2009-2010 103,814 86,797 83.61% 16.39%
2010-2011 103,853 84,869 81.72% 18.28%
2011-2012 104,095 86,458 83.06% 16.94% |
2012-2013 104,200 86,010 82.54% % |
2013-2014 105,067 88,728 84.45% 15.559 .'
fPrnpusitinn 13 \ Proposition 13 fPrupusition 8 \Dropusitinn 8
Roll Year Value Change % Change Value Change % Change
2008-2009 $13,074 3.93% ($45,539) -9.09%
2009-2010 $8,772 2.70% ($90,928) -18.15%
2010-2011 $445 0.14% ($44,673) -10.04%
2011-2012 $6,579 2.07% ($11,603) -2.70%
2012-2013 $11,272 3.54% ($22,368) -5.12%
2013-2014 \. $14,771 4.45% \, $15,831/ 3.80%






18.28%

103,833 84,869 81.72%
104,095 86,458 83.06%
104,200 86,010 82.54%
105,067 88,728 84.45%
Proposition 13 Proposition Proposition 8

%

roposition 8

Value Change |13 % Change | Value Change | % Change
$13,074 3.93% ($45,539 -9.09%
$8,772 2.70% ($90,928 -18.15%
$445 0.14% (544,673 -10.04%
$6,579 2.07% (511,603 -2.70%
$11,272 3.54% ($22,368 -5.12%
$14,771 4.45% $15,831 3.80%






Its no longer just about “The Appeals”

-“At-Risk AV” used to be Commercial Appeals
Now... Everyone wants an appeal

-CAMA Systems were built to automatically
calculate annual Residential Prop-8 values

-Army of Tax Consultants hired to help
Commercial property owners file appeals





_ 2013 Total Value Difference

APN Total Value Use Description Total Value Use Description 5 Difference % Difference

8533-009-023 $313,192,419 INDUSTRIAL $359,459,644 |INDUSTRIAL 546,267,225 15%
5151-018-017 $231,000,000 OFFICE $241,568,223 OFFICE $10,568,223 5%
4334-022-081 $210,984,960 OFFICE $141,176,232 OFFICE (569,808,728) -33%
4319-001-006 $189,000,000 OFFICE $174,117,355 OFFICE (514,882,645) -8%
4331-023-059 $122,632,560 OFFICE 580,313,589 OFFICE (542,318,971) -35%
5643-004-048 $111,000,000 OFFICE $100,914,862 OFFICE (510,085,138) -9%
4134-020-026 S84,048,000 OFFICE 568,837,000 OFFICE ($15,211,000) -18%
2149-001-031 $78,410,000 OFFICE $47,999,917 OFFICE (530,410,083) -39%
4268-001-040 $71,400,000 INDUSTRIAL $74,666,537 INDUSTRIAL $3,266,537 5%
4134-020-011 $70,074,000 OFFICE 557,000,000 OFFICE (513,074,000) -19%
8167-037-008 569,360,000 INDUSTRIAL 560,000,000 INDUSTRIAL (59,360,000} -13%
5088-002-046 561,640,640 OFFICE 547,160,000 OFFICE (514,480,640) -23%
4328-032-016 S$57,360,000 OFFICE 543,696,800 OFFICE ($13,663,200) -24%
4328-009-043 $56,100,000 OFFICE 541,400,000 OFFICE (514,700,000) -26%
2283-011-058 $55,830,000 OFFICE $45,009,378 OFFICE (510,820,622) -19%
8348-022-027 554,723,000 INDUSTRIAL 0%
4324-033-024 $54,060,000 OFFICE $39,000,000 OFFICE (515,060,000) -28%
2353-004-040 $53,040,000 OFFICE 543,000,000 OFFICE (510,040,000) -19%
2160-011-023  $49,939,000 HOSPITAL 0%
2453-001-044 $49,800,000 OFFICE $49,699,000 OFFICE (5101,000) 0%
2069-001-023 $49,550,000 OFFICE $51,816,904 OFFICE $2,266,904 5%
2057-001-003 549,330,000 OFFICE 543,607,768 OFFICE (55,722,232) -12%
4328-033-017 $44,961,000 OFFICE 524,174,000 OFFICE (520,787,000) -46%
5507-020-049 $43,990,000 OFFICE 537,973,000 OFFICE (56,017,000} -14%
5151-018-018 $43,220,000 OFFICE 545,197,307 OFFICE $1,977,307 5%
2276-007-033 $39,780,000 OFFICE $28,339,819 OFFICE (511,440,181) -29%
4211-008-023 $39,780,000 INDUSTRIAL 0%
4343-026-009 $38,854,000 OFFICE $28,235,245 OFFICE (510,618,755) -27%
2861-054-259 538,651,370 OFFICE 531,008,000 OFFICE (57,643,370) -20%
2508-027-013 $38,403,038 SHOPPING CENTERS $29,225,609 SHOPPING CENTERS ($9,177,429) -24%





Prop-8 Paradigm:
Same Questions, New Answers

Do you have trend data for my County/City?
Are there specific metrics | can follow?
What will my AV be this year?

If the Roll Closed Today?





Example of I-TRaC Report
If The Roll Closed today...
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Sale Value vs. Prior Lisn Date Value (% Change)(® Prop-13 Parcels
City of Long Beach
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In the new Assessment Paradigm...

... The game has changed
Q PARCELQUEST
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Thank you

Grant Mulligan

<

PARCELQUEST
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Dale Scott & Company: Infroduction I





Dale Scott & Company: Introduction

DS&C Serves as Financial Advisor to California’s K-14 Districts

* Experience. Has served California’s K-14 districts on
hundreds of transactions for over two and a half DS&C GO Bond Financings: 2012 to date (new money)
decades.

Negotiated Sale
31%

¢ Leadership. Consistently ranked among the leading
independent financial advisory firms in the State.

e Innovation. Hold US Patents for GO Bond
Reauthorizations® and Ed-Tech Bonds™

¢ Client-Driven. Statewide reputation for solid,
practical advice combined with a history of client-
driven innovations.

mpetitive Sale

¢ Independence. Committed to representing only our 69 %

clients without ties to investment banks, commercial

banks, architects or developers.

DS&C ’





Dale Scott & Company:

Statewide Base of Clients (representative listing)

District County
Hemet USD Riverside
Los Rios CCD Sacramento

Colton USD San Bernardino
Chula Vista ESD San Diego
Stockton USD San Joaquin
Jefferson UHSD San Mateo

Goleta Union ESD

Santa Barbara

District County
Amador County USD Amador
Calaveras USD Calaveras
Central USD Fresno
Orland USD Glenn
Calipatria USD Imperial
Corcoran USD Kings
Kern HSD Kern
Konocti USD Lake
Shaffer Union SD Lassen
Pomona USD Los Angeles
Yosemite USD Madera
Soledad USD Monterey
Fullerton Jt. UHSD Orange

East Side UHSD Santa Clara
Dixon USD Solano
Sonoma Valley USD Sonoma
Red Bluff Union ESD Tehema

Sonora UHSD Tuolumne
Oxnard UHSD Ventura

C





K-14 Technology Funding:





CACTTC:

Proposition 39 Permits the Financing of Technology

SECTION TWO. FINDINGS AND DECLARATIONS
The people of the State of California find and declare as follows:

(@) Investing in education is crucial if we are to prepare our children

for the 21st Century.

(b) We need to make sure our children have access to the learning
tools of the 21st Century like computers and the Internet, but most

California classrooms do not have access to these technologies ...

C





CACTTC:

Proposition 39 Permits the Financing of Technology

SECTION FOUR
Section 1 of Article XIII A of the California Constitution is amended to read:

(3) Bonded indebtedness incurred by a school district, community college district, or
county office of education for the construction, reconstruction, rehabilitation, or
replacement of school facilities, including the furnishing and equipping of school
facilities, or the acquisition or lease of real property for school facilities, approved

by 55 percent of the voters of the district ...

C 7





CACTTC: K-14 Technology Needs?

Four Components of Successful Tech Plan

INFRASTRUCTURE:
Wiring
Servers
Routers

SOFTWARE:
IMPLEMENTATION:
E-Textbooks ©
Vocational Education Training Installation
Internal Accounting IT
State Testing Training

DS&C





CACTTC:

Five Challenges in Designing a Successful Tech Funding Plan

Term of Financing: Does amortization match useful life of asset?
Replenishment: Is obsolete equipment replaced?

Risk: Is there interest risk to the district/taxpayer?

Simplicity: Is the program simple to administer?

Interest Costs: Are borrowing costs as low as possible?

C





Alternative #1: Tech Carve-Out GO Bonds I





CACTTC: Tax Base

Conventional GOs Designed for Leveraging Upfront Funding

$30/$100,000 tax rate on
$7.75 billion AV produces

Available Tax Revenue

$4.0
$60 million of tax revenue

over 21 years

$3.0

$2.0

Millions

$7 to $8 billion AV examples:

Antioch USD (Contra Costa)
Bakersfield City ESD (Kern)
Burlingame ESD (San Mateo)
Gilroy USD (Santa Clara)
Hemet USD (Riverside)
New Haven USD (Alameda)
Upland USD (San Bernardino)
Vallejo City USD (Solano)
Walnut Valley USD (LA)
Westminster ESD (Orange)

$1.0

$0

2015 201

2029 2031 2033 2035

7 2019 2021 2023 2025 2027

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

11
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CACTTC: Tech Carve-Out

Conventional GOs Designed for Leveraging Upfront Funding
Debt Service
$4.0
Table 1: Conventional GO Bond
Principal | Interest Total
$3.0
Facilities $0.00 $0.00 $0.00
Tech $0.00 $0.00 $0.00 "
s
= $2.0
Total $37.10 $22.90 $60.00 b=
Debt ratio 1.62:1
. $1.0
Assumes interest rate of 4.50% I I I I I I I
$0
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035
| I Principal B Interest |

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C
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CACTTC: Tech Carve-Out

Tech Carve-Out Presumes Facility Principal Repayment Is Delayed
Debt Service
$4.0
Table 2: Tech Carve-Out
Principal | Interest Total
$3.0
Facilities $34.90 $22.70 $57.60
Tech $2.20 $0.20 $2.40 2
£ $2.0
Total $37.10 $22.90 $60.00 b=
Debt ratio 1.62:1
$1.0
Assumes interest rate of 4.50% I I I I I I I
$0
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

B Tech Principal
. Tech Interest

I Facility Principal
B Facility Interest

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C
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CACTTC: Tech Carve-Out

Tech Carve-Out Presumes Facility Principal Repayment Is Delayed

Debt Service
$4.0
Table 2-A: Facility Portion of Tech Carve-Out
Principal | Interest Total
$3.0
Facilities $34.90 $22.70 $57.60
Tech $0.00 $0.00 $0.00 2
£ $2.0
Total $34.90 $22.70 $57.60 b=
Debt ratio 1.65:1
$1.0
Assumes interest rate of 4.50%
$0

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

. Facility Principal [ Facility Interest |

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C 1





CACTTC: Tech Carve-Out

Tech Carve-Out Results in $1.1 million in Added Interest Costs
Debt Service
$4.0
Table 2-B: Facility without Tech C -Out
avle actiity without fech Larve-Lu Tech Carve-Out Debt Service (Table 2)
Principal | Interest Total \
$3.0
Facilities $34.90 $21.60 $56.50 ‘
Tech $0.00 $0.00 $0.00 2
£ $2.0
Total $34.90 $21.60 $56.50 b=
Debt ratio 1.62:1
. $1.0
Assumes interest rate of 4.50%
Table 2-C: Full Cost of Tech Carve-Out
Principal $2.2 $0
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035
Interest on Tech $0.2
Additional Interest $1.1 I Facility Principal [l Facility Interest
Total $3.5
- . o,
Debt rafio 1 59:1 Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C
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CACTTC:

Five Challenges in Designing a Successful Plan

Tech Carve-Out Endowment Ed-Tech
Bonds Bonds Bonds™
Amortization matches x
useful life of asset?
Replaces obsolete x
equipment?
No interest rate risk to
taxpayers/district
Simplicity?
Low cost of borrowing? x

&C 16





Alternative #2: Endowment Bonds I





CACTTC: Endowment Bonds

Endowment Bonds Require Ongoing Investment of Bond Proceeds

Table 3: Endowment Bond

Principal | Interest Total

Facilities $0.00 $0.00 $0.00

Tech $37.10 $22.90 $60.00

Total $37.10 $22.90 $60.00

Debt Ratio 1.65:1

Assumes interest rate of 4.50%

1. Require special treatment in order
to comply with IRS 3-year rule

2. Available funding augmented by
investment earnings

$4.0

$3.0

$2.0

Millions

=}

$1.

$0

Debt Service

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

. @ Principal B Interest |

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C
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CACTTC:

Endowment Bonds Require Ongoing Investment of Bond Proceeds

Project Fund

Table 3-A: Endowment Bond

$40.0
Bond Funds $37,100,000
Interest Earnings @
4.00% $16,300,000
$30.0
Total $53,400,000
" Assumes level drawdown of $2.4 million per year
=
£ $20.0
=
Table 3-B: Endowment Bond
$10.0
Bond Funds $37,100,000
i @
Interest Ear;nmgs $1,320,000
0.50%
$0 T T T T T T T T T T T
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035 Total $38,420,000
‘ <+ @4.00% ® @0.50% Assumes level drawdown of $2.4 million per year
19
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CACTTC:

Five Challenges in Designing a Successful Plan

Tech Carve-Out
Bonds

Endowment
Bonds

Ed-Tech
Bonds™

Amortization matches
useful life of asset?

X

X

Replaces obsolete
equipment?

X

No interest rate risk to
taxpayers/district

Simplicity?

X

Borrowing costs as low as
possible?

C
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Alternative #3: Ed-Tech Bonds™ |





CACTTC: Ed-Tech Bonds™

Ed-Tech Bonds™ Amortization Matches Technology Useful Life

$30/$100,000 tax rate on
$7.75 billion AV produces $4.0
$60 million of tax revenue

Available Tax Revenue

over 21 years

$3.0

$2.

Millions
=)

$1.

=]

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

$

=)

Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C 22





CACTTC: Ed-Tech Bonds™

Ed-Tech Bonds™ Amortization Matches Technology Useful Life

Debt Service

$4.0
$277,000 INTEREST
P —
$3.0
=
= $2.0
=

$1

s LT

PRINCIPAL
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

=]

=)

P —
Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C 23





CACTTC: Ed-Tech Bonds™

Ed-Tech Bonds™ Amortization Matches Technology Useful Life

Debt Service

$4.0
$294,000 INTEREST
P —
$3.
=
= $2.0
=

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

$7.3 MILLION

PRINCIPAL $0

P —
Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C 24





CACTTC: Ed-Tech Bonds™

Ed-Tech Bonds™ Amortization Matches Technology Useful Life

Debt Service

$4.0

$312,000 INTEREST

P —
$3.0

$2.0

Millions

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035

$7.7 MILLION

PRINCIPAL $0

P —
Assumptions: $30/$100,000 tax rate/2.0% AV growth/yr

DS&C 25





CACTTC:

Ed-Tech Bonds™ Offer Ongoing Tech Funding and Protect Taxpayers

Table 4: Ed-Tech Bonds™ P & |

Ed-Tech Bonds™ Short-term Structure Provides:

Principal | Interest Total
SeriesA | $6.84 $0.28 $7.12 <€ ® Ongoing, replenishable source of tech funding
Series B $7.26 $0.29 $7.55
Modest increases in outstanding debt
Series C $7.70 $0.31 $8.01
SeriesD | $8.20 $0.33 $8.53 Built-in fiscal restraint

Series E $8.70 $0.35 $9.05

Low borrowing costs

Series F $9.20 $0.37 $9.57
Series G | $9.77 $0.40 | $10.17 Greater certainty of estimated tax rates

Total $57.67 | $2.33 | $60.00

Debt Ratio 1.04:1

Assumes interest rate of 2.50%

&C 26





CACTTC: Comparison

Ed-Tech Bonds™ Eliminate Nearly All Borrowing Costs

Carve-Out/Endowment Financing Ed-Tech Bonds™

Interest

$2.30
Interest

$22.90

roject Fund

37.10
¥ roject Fund

$57.70

DS&C 27





CACTTC:

Five Challenges in Designing a Successful Plan

Tech Carve-Out
Bonds

Endowment
Bonds

Ed-Tech
Bonds™

Amortization matches
useful life of asset?

X

X

Replaces obsolete
equipment?

X

No interest rate risk?

Simplicity?

X

Low Borrowing Costs?

C
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CACTTC:

Ed-Tech Bonds™ Provide Long-Term, Low Cost Funding Solution

SOLVES CURRENT & FUTURE TECH FUNDING NEEDS:
® Ongoing stream of funding for up to 30 years
Funding for devices, infrastructure, software and implementation
Adaptable to future tech funding needs
SENSIBLE FINANCING:
® Matches life of loan to life of asset
Low Debt Ratio (1.05:1)
Uses low cost, short term interest rates
ACHIEVABLE POLITICS:
e Strong voter support for technology
® 55% voter approval required

Only one election required

&C 29





Dale Scott & Company: Background I





Dale Scott & Company: Resume

Dale Scott (President of Dale Scott & Company) has worked with
California’s school and community college districts for over 25
years, serving as a financial advisor and campaign manager on
hundreds of California’s school and community college districts
voter-approved GO bond financings and elections. His firm
(DS&C), headquartered in San Francisco, provides financial
advisory consulting services throughout the State and is
consistently ranked among the leading advisors in the State.

Widely viewed within the school bond industry as one of the most
innovative thinkers, Dale holds two patents from the United States
Patent and Trademarks Office for financing mechanisms for school
district debt. He is also a frequent speaker on the subject of school
district finance and has appeared before numerous taxpayer
organizations and statewide school district symposiums.

Mr. Scott started his career as an investment banker on Wall Street
and prior to forming DS&C, managed Wells Fargo Bank’s Public
Finance Department. He is a graduate of Napa Valley High School
and Napa Community College, and has a Bachelor’s Degree from
San Francisco State University and a Master’s from Harvard
University.

C
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Dale Scott & Company: Win Win

Cerk nl B
SChool B

dalescott

Ir
mprove Your Schools and Protect [ ocq/ Taxpayers

WIN WIN
An Insider’s Guide to School Bonds

To upgrade facilities, California’s 1,000+ K-14 districts must ask
voters to pass General Obligation bonds raising local property
tax rates. With insight and humor, Win Win by Dale Scott,
California’s leading schools financial advisor, demystifies the
often-complex but potentially transformative process of

planning, structuring, passing, and selling K-14 GO bonds.

"Packed with information, yet easy to read.
A Win Win for concerned taxpayers and
citizens across the state."

Donald P. Wagner
Assembly Member, 68th District

I— e ——

C
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2014 CACTTC Legislative Platform

The California Association of County Treasurers and
Tax Collectors

Comprised of the Treasurer/ Tax Collectors in the 58 counties throughont California, the association
provides opportunities for education, networking and advocacy. The association has been in its current
existence since 1981. Previous to that year, there were two Associations: the California Association of

County Tax Collectors and the California Association of County Treasurers.

The purpose of this Association shall be to promote the general interests of the active members and the
respective counties they represent; to strive for bigh professional standards and, through the exchange of

information and ideas, stimulate a friendly and cooperative spirit among the mentbership.

Page 1 _





2014 CACTTC Legislative Platform
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2014 CACTTC Legislative Platform

Summary of Proposals

Proposal 1

Some businesses sell their business assets, sell their business and some corporations change names
with essentially the same owners but neglect to pay the unsecured taxes due. A similar provision
such as the one available to the State Board of Equalization would benefit collection of unsecured
taxes and the entities benefiting from unsecured tax collections. (El Dorado County)

Proposal 2
Change the allocation of the $15 redemption fee on tax-defaulted property to accurately reflect the

current division of duties and workload as between the State and the county in which the tax-
defaulted property is located. (Los Angeles County)

Proposal 3
The addition of Washington Supranationals, “World Bank” securities, will provide additional

diversification to the portfolio while maintaining safety of principal for preservation of capital
investment. (Merced County)

Proposal 4

Excess Proceeds will be transferred to the county general fund. Excess Proceeds will not be
distributed until final determination of any challenge to the validity or irregularity of the tax sale.
(Sacramento County)

Proposal 5
Add Revenue and Taxation Code Section 4911.2 to allow the tax collector to charge a fee for the

handling the reversal and reapply of payments credited to the wrong property. (Sacramento County)

Proposal 6
Support an appropriation in the 2014-15 State Budget or voter-approved funding source that reflects

the current and back amount owed to the affected jurisdictions for in lieu tax payments. (Legislative
Committee)

Proposal 7

Allow delinquent taxes on Inter-county pipelines rights-of-ways to be transferred to the Unsecured
Roll for collection enforcement. (Sacramento County)

Proposal 8

Makes delegation of investment authority permanent unless revoked, and changes the monthly
reporting requirement by the treasurer of all transactions to a quarterly report of all pooled
investments; and requires conformance of those pooled investments to the investment policy
statement on file with the legislative body. (Humboldt County)

Proposal 9
This proposal will add an enforcement mechanism for those tax payers that must pay by EFT but

still send a paper check or pay in another manner. (Los Angeles County)

Page 3 _





2014 CACTTC Legislative Platform

Proposal 10

Bring the various code sections governing the refunds for a supplemental assessment that is a
negative amount into alignment. Negative supplemental assessments shall be refunded from the
taxes paid on the supplemental roll, current roll, or the roll being prepared. (Sacramento County)

Proposal 11
The proposal adds language to the California Commercial Code Section on Bulk Sales to provide the

ability to charge for a fee to cover costs in preparing a Bulk Sale payoff demand. (Sacramento
County)

Proposal 12
This proposal modifies the eligibility qualifications for individuals seeking the office of the

Treasurer-Tax Collector. (Merced and Madera Counties)

Proposal 13

This proposal would require that in the event a board of supervisors wishes to consolidate county
offices, and one of those is an elected office, that the board must first submit that proposal to the
voters for their approval. (Merced and Madera Counties)

Page 4





2014 CACTTC Legislative Platform

PROPOSAL 1
1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Unsecured taxes are, at best, difficult to collect. The lack of available tools to promote greater
collection of all amounts due creates “unfairness” to the portion of the taxpaying public who
conscientiously pay their unsecured bills year after year. In R & T code section 6811 applicable to
sales tax, it states:

“If any person liable for any amount under this part sells out his business or stock of goods or quits
the business, his successors or assigns shall withhold sufficient of the purchase price to cover such
amount until the former owner produces a receipt from the board showing that it has been paid or a
certificate stating that no amount is due. (See also R & T sections 6812, 6813, 6814 6815 and 6701.)

Similar language for collection of unsecured taxes is desired.
2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and zzalics/ underiine to reflect additions to code)

Add: R&T Section 2910.8

If any person liable for any unsecured taxes sells out his business or stock of goods or quits the business, his successors
or assigns shall withhold sufficient of the purchase price to cover such amount until the former owner produces a receipt
from each County Tax Collector wherein the business property is located, showing that all unsecured taxes have been
paid or a certificate stating that no amount of unsecured tax is due.

2810.8 (a)

If the purchaser of a business or stock of goods fails to withhold from the purchase price as required, he or she becomes
personally liable for the payment of the amount required to be withheld by him or ber to the extent of the purchase
price, valued in money.

(b) Within 60 days after the date the Tax Collector receives a written request from the purchaser for a
certificate indicating no tax is due, the Tax Collector shall either issue the certificate or mail notice to the purchaser at
his or her address as it appears on the purchaser’s request for information, of the amount that must be paid as a
condition of issuing the certificate.

¢) Failure of the Tax Collector to mail the notice referred to in subdivision (b) will release the purchaser from any
further obligation to withhold from the purchase price as above provided. "The last date upon which the obligation of
the successor may be enforced shall be not later than three years after the date the Tax Collector is notified of the
purchase of the business or stock of goods.

Add: R & T Section 2910.9
The certificate may be issued after payment of all amounts due according to the records of the Tax Collector(s).

Add: R & T Section 2910.10

a) The obligation of the successor to pay the unsecured taxes shall be enforced by mailing a notice of successor
liability to the person. The notice shall be mailed not later than three years after the date the Tax Collector is notified
of the purchase of the business or stock of goods. The successor may petition for reconsideration within 30 days of the

Page 5





2014 CACTTC Legislative Platform

notice. If a petition for redetermination is not received by the Tax Collector within the 30 day period, the
determination becomes final at the expiration of that period and all amounts become due and payable.

Add: R & T Section 2910.11
Every petition for redetermination shall be in writing and shall state the specific grounds upon which the petition is
Sfounded.

Add: R & T 2910.12

a)lf a petition for redetermination is filed within the 30-day period, the Tax Collector shall reconsider the
determination and, if the person has so requested in his petition, shall grant the person an oral hearing and shall give
him 15 days notice of the time and place of the hearing. At the discretion of the Tax Collector, the hearing may be
continued from time to time as may be necessary. The Tax Collector shall issue a final determination within 30 days.
b) If the Tax Collector finds that a successor’s failure to withhold a sufficient amount of the purchase price to cover the
amount owed by the former owner is due to reasonable canse and circumstances beyond the successor’s control, and
occurred notwithstanding the exercise of ordinary care and in the absence of willful neglect, the successor may be relieved
of any penalty, or portion thereof, included in the successor liability.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Some businesses sell their business assets, sell their business and some corporations change names
with essentially the same owners but neglect to pay the unsecured taxes due. A provision such as
the one available to the State Board of Equalization would benefit Collection of unsecured taxes and
the entities benefiting from unsecured tax collections.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

None.
4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES? (if “Yes” please list those departments/agencies AND the concerns which those

parties may raise against this proposal):

To the extent that the State of California, Cities and Counties benefit from the collection of
unsecured taxes, they will benefit from collecting what was once an uncollected debt.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None.

NAME: C. L. (Cherie) Raffety COUNTY: El Dorado County
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PROPOSAL 2

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Prior to 1984, tax delinquent property was managed by the State, specifically the Bureau of Tax
Defaulted Land in the State Controller’s Office. The delinquent status was defined as “Tax-deeded
to the State” because any taxes remaining unpaid as of July 1 following the second installment were
deeded to the State of California. To cover the cost of managing the properties during the tax
deeded period (five years), statutory fees were established. In 1984, sweeping legislation shifted the
liability of property from the State to the property owner and changed the delinquent status from
tax-deeded to tax-defaulted.

With that shift, the workload of managing tax-deeded property by the State was eliminated and the
staffing reduced. Commensurate with the elimination of staffing, the State fees to collect for that
service were reduced from 50 percent of redemption fee amount to 33 percent ($5 of the §15
redemption fee). The $5 covered the staff necessary to review and approve all tax sales, as well as
maintain a central repository for the Notices of Power to Sell from all 58 counties.

In 1998, further legislative changes eliminate the Chapter 7 tax sale approval authority and shifted
the Notice of Power to Sell repository function to the respective counties with the requirement that
records be maintained sufficient to be made available upon request by the State Controller. The shift
of this workload further reduced the staff needed at the State level and over the ensuing years,
additional administrative elements previously provided by the State were eliminated to the point
where the current staffing level is 2-3 analysts. In contrast to the previous fee adjustment after 1984,
the shift of workload after the legislative changes of 1998 was not followed by a change in the
redemption fee allocation ratio.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and zzalics/ underiine to reflect additions to code):

(All changes are to the Revenue & Taxation Code)

4656.5. All redemption fees collected for property tax-defaulted prior to January 1, 1984, shall be
distributed 50 percent to the State of California for deposit in the General Fund and 50 percent to
the county that is the situs of the tax-defaulted property for deposit in its general fund. Redemptien
Al redemption tees collected for property tax defaulted on and after January 1, 1984, and prior to
[anuary 1, 2014, shall be distributed five dollars ($5) to the State of California for deposit in the
General Fund and ten dollars ($10) to the county that is the situs of the tax-defaulted property for
deposit in its general fund. Redemption fees collected for property tax defanlted on or after January 1, 2014,
shall be distributed one dollar and fifty cents ($1.50) to the State of California for deposit in the General Fund and
thirteen dollars and fifty cents ($13.50) to the county that is the situs of the tax-defaulted property for deposit in its

general fund,

4672. (a) There shall be distributed to the State of California, to be placed in the General Fund, one
dollar and fifty cents ($1.50) for all or any portion of each separately valued parcel of real property

Page 7





2014 CACTTC Legislative Platform

that is both subject to a power of sale pursuant to Section 3691 and sold to private parties or to a
taxing agency pursuant to Chapter 8 (commencing with Section 3772) of Part 6.

(b) The one dollar and fifty cents ($1.50) required to be distributed, pursuant to subdivision (a),
shall be paid from the total proceeds of the sale. If the total amount of proceeds from the sale is
insufficient, the one dollar and fifty cents ($1.50) shall be reduced accordingly.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Change the allocation of the $15 redemption fee on tax-defaulted property to accurately reflect the
current division of duties and workload as between the State and the county in which the tax-

defaulted property is located.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

The proposal will result in additional revenues to counties and less revenue to the State General

Fund.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES? (if “Yes” please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

No. The proposal would not impact any state agency because funds would be redirected away from
the State General Fund, not any particular agency. The State Controller’s workload was already
reduced based on previous legislation, but the fee split was never amended to reflect that fact.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None known.

NAME: Mark Saladino COUNTY: Los Angeles
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PROPOSAL 3

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

The universe of liquid triple-A bond issuers available to local agencies has reduced dramatically in
addition to the diminishing supply of government sponsored enterprises (GSE) such as Fannie and
Freddie federal agency securities. Government Investment Officers need alternative investment
options that provide safety and diversification for managed investment pools.

The triple-A supranational, or “supra” sector is an option for portfolio manager that offers high
credit quality and a stable return at spreads above US Treasuries. Supranationals are international
institutions that provide development financing, advisory setvices and/or other financial services to
their member countries to achieve overall goal of improving living standards through sustainable
economic growth.

A subgroup of supranationals is the Washington Supras. The Washington Supras are headquartered
in Washington, DC and are of interest for US investors with conservative investment strategies due
to their triple-A credit, the fact that the US is their largest shareholder, and because they issue similar
products to those issued by GSEs, like US$ benchmark bonds, callables and short-term discount
notes.

These Washington Supras are the following:

The World Bank (officially called International Bank for Reconstruction and Development,
IBRD) is the largest part of the World Bank Group and finances activities by issuing bonds in the
capital markets. Established in 1944, it works with member countries to promote equitable and
sustainable economic growth, by providing financing and risk management solutions directly to
sovereign governments - globally.

International Finance Corporation (IFC), part of the World Bank Group, created in 1956,
provides investments and advisory services to build the private sector in developing countties.

Inter-American Development Bank (IADB), established in 1959, supports efforts by Latin
America and the Caribbean countries to reduce poverty and inequality.

The relationship between the U.S. government and the World Bank is most similar to that between
the government and an instrumentality. The US Secretary of the Treasury sits on the World Bank’s
Board of Governors, the World Bank’s highest governing body. The World Bank is treated as an
“exempt issuer” under the US securities laws since 1949 in recognition of its status as an
international organization in which the U.S. is the largest shareholder (with about 17%). The United
States’ membership in the World Bank was authorized by a federal statute known as the Bretton
Woods Agreements Act (22 U.S.C. 286 et seq.)

The States of New York, New Jersey, North Carolina, South Carolina, Colorado, California and
Texas include Supras as a permission investment option in their state codes. These states actually
include all Supras that the US Secretary of the Treasury is a member. CA Gov Code § 7514.1 grants
permissible to state or local public retirement systems to invest in any supra with US membership
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and concludes the list of supras with, “or other obligations when due and in which the United States
is 2 member.”

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and zzalics/ underline to reflect additions to code):

GOVERNMENT CODE - GOV
TITLE 5. LOCAL AGENCIES [50001 - 57550]
DIVISION 2. CITIES, COUNTIES, AND OTHER AGENCIES [53000 - 55821]
PART 1. POWERS AND DUTIES COMMON TO CITIES, COUNTIES, AND OTHER
AGENCIES [53000 - 54999.7]
CHAPTER 4. Financial Affairs [53600 - 53997]

ARTICLE 1. Investment of Suzplus [53600 - 53610]
( Article T added by Stats. 1949, Ch. 81. )

Sec 53601.

This section shall apply to a local agency that is a city, a district, or other local agency that does not
pool money in deposits or investments with other local agencies, other than local agencies that have
the same governing body. However, Section 53635 shall apply to all local agencies that pool money
in deposits or investments with other local agencies that have separate governing bodies. The
legislative body of a local agency having moneys in a sinking fund or moneys in its treasury not
required for the immediate needs of the local agency may invest any portion of the moneys that it
deems wise or expedient in those investments set forth below. A local agency purchasing or
obtaining any securities prescribed in this section, in a negotiable, bearer, registered, or nonregistered
format, shall require delivery of the securities to the local agency, including those purchased for the
agency by financial advisers, consultants, or managers using the agency’s funds, by book entry,
physical delivery, or by third-party custodial agreement. The transfer of securities to the counterparty
bank’s customer book entry account may be used for book entry delivery.

For purposes of this section, “counterparty” means the other party to the transaction. A
counterparty bank’s trust department or separate safekeeping department may be used for the
physical delivery of the security if the security is held in the name of the local agency. Where this
section specifies a percentage limitation for a particular category of investment, that percentage is
applicable only at the date of purchase. Where this section does not specify a limitation on the term
or remaining maturity at the time of the investment, no investment shall be made in any security,
other than a security underlying a repurchase or reverse repurchase agreement or securities lending
agreement authorized by this section, that at the time of the investment has a term remaining to
maturity in excess of five years, unless the legislative body has granted express authority to make that
investment either specifically or as a part of an investment program approved by the legislative body
no less than three months prior to the investment:

@ -.. ()

(k) Medium-term notes, defined as all corporate and depository institution debt securities with a
maximum remaining maturity of five years or less, issued by corporations organized and operating
within the United States or by depository institutions licensed by the United States or any state and

operating within the United States or U.S. denominated obligations issued or unconditionally gnaranteed by the
International Bank_for Reconstruction and Development (IBRD) or the World Bank as IBRD is known,
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International Finance Corporation (IFC), or Inter-American Development Bank (LADB). Notes eligible for
investment under this subdivision shall be rated “A” or better by an NRSRO. Purchases of medium-
term notes shall not include other instruments authorized by this section and may not exceed 30
percent of the agency’s moneys that may be invested pursuant to this section.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

The addition of Washington Supranationals, “World Bank” securities, will provide additional
diversification to the portfolio while maintaining safety of principal for preservation of capital
investment.

3. FISCAL IMPACT OR MANDATED COSTS:
None — not applicable.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES:

Education for government investment officers will assist in dispelling any concern that may exist on
evaluating this new investment option.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

CA Gov Code § 16430(]) includes a list of Supra eligible for state monies pursuant to GC Part 2.
State Funds [§ 16300 — 16649.95] and relates to monies received into the [state] treasury and not
required by law to be credited to any other fund. CA Gov Code § 7514.1 grants permissible to state
or local public retirement systems. No permissible code makes Supras eligible securities for local
governments.

NAME: Karen Adams COUNTY: Merced County
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PROPOSAL 4

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Revenue and Taxation Code sections 4671 to 4676 govern the Distribution of Proceeds from the
Sale of Tax-defaulted Property. Excess proceeds not claimed by a party of interest in the property
sold and after all cost recovery has been deducted is currently being distributed to the tax funds
based on their proportion of the tax rate area. All local taxing and public agencies in the County
already received their proper share of property tax revenue for the defaulted tax years. No city or
special district in the County has a legal right to a portion of the excess proceeds. Parties of interest
in the property sold at tax sale no longer have a legal right to claim the excess proceeds. The excess
proceeds are money that is not the property of a local agency that remains in the official custody of
the county.

Changes made to Revenue and Taxation Code Section 3725 and 3731 in AB261 effective January 1,
2012, impact when excess proceeds should be distributed if the validity of the tax sale is challenged.
Proposal 2 amends the code to retain excess proceeds in a trust account pending any challenge, and
modifies the code so that the Tax Collector does not need to publish a notice if the cost to publish
exceeds the amount of excess proceeds.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
steikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

4674. Any excess in the proceeds deposited in the delinquent tax sale trust fund remaining after
satisfaction of the amounts distributed under Sections 4672, 4672.1, 4672.2, 4673, and 4673.1 shall
be retained in the fund on account of, and may be claimed by parties of interest in the property as
prov1ded in, Section 4675 At the explratlon of the period specified in Section 4675(e)ene-year

: G haser, any excess proceeds not clalmed under

the payment may be transferred to the county general fund of the county by the county auditor,

except prior to the distribution, the county may deduct those costs of maintaining the redemption
and tax-defaulted property files, and those costs of administering and processing the claims for
excess proceeds, that have not been recovered under any other provision of law.

4675. (a) Any party of interest in the property may file with the county a claim for the excess
proceeds, in proportion to his or her interest held with others of equal priority in the property at the
time of sale, at any time prior to the expiration of one year following the recordation of the tax
collector's deed to the purchaser.

(b) After the property has been sold, a party of interest in the property at the time of the sale may
assign his or her right to claim the excess proceeds only by a dated, written instrument that explicitly
states that the right to claim the excess proceeds is being assigned, and only after each party to the
proposed assignment has disclosed to each other party to the proposed assignment all facts of which
he or she is aware relating to the value of the right that is being assigned. Any attempted assignment
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that does not comply with these requirements shall have no effect. This paragraph shall apply only
with respect to assignments on or after the effective date of this paragraph.

(c) Any person or entity who in any way acts on behalf of, or in place of, any party of interest with
respect to filing a claim for any excess proceeds shall submit proof with the claim that the amount
and source of excess proceeds have been disclosed to the party of interest and that the party of
interest has been advised of his or her right to file a claim for the excess proceeds on his or her own
behalf directly with the county at no cost.

(d) The claims shall contain any information and proof deemed necessary by the board of
supetvisors to establish the claimant's rights to all or any portion of the excess proceeds.

(e) (1)No sooner than one year following the recordation of the tax collector's deed to the
purchaser, and if the excess proceeds have been claimed by any party of interest as provided herein,
and only if the board of supervisors has not been petitioned to rescind the tax sale pursuant to
section 3731 the excess proceeds shall be distributed on order of the board of supervisors to the
parties of interest who have claimed the excess proceeds in the order of priority set forth in
subdivisions (a) and (b).

(2) If the board of supervisors has been petitioned to rescind the tax sale pursuant to
section 3731, any excess proceeds shall not be distributed sooner than one year following the date
the board of supervisors determines the tax sale shall not be rescinded, and only if the person that
petitioned the board of supervisors pursuant to 3731 has not filed a proceeding in court pursuant to
3725.

(3) If a proceeding has been filed in court pursuant to 3725, any excess proceeds shall not
be distributed sooner than final order from the court.

__(f) For the purposes of this article, parties of interest and their order of priority are:

(1) First, lienholders of record prior to the recordation of the tax deed to the purchaser in the
order of their priority.

(2) Second, any person with title of record to all or any portion of the property prior to the
recordation of the tax deed to the purchaser.

(@5 In the event that a person with title of record is deceased at the time of the distribution of
the excess proceeds, the heirs may submit an affidavit pursuant to Chapter 3 (commencing with
Section 13100) of Part 1 of Division 8 of the Probate Code, to support their claim for excess
proceeds.

(h){er-Any action or proceeding to review the decision of the board of supervisors shall be
commenced within 90 days after the date of that decision of the board of supervisors.

4676. (a) When excess proceeds from the sale of tax-defaulted property exceeds one hundred fifty
dollars ($150), the county shall provide notice of the right to claim the excess proceeds, as provided
in this section.

(b) No later than 90 days after the sale of the property, the county shall mail written notice of the
right to claim excess proceeds to the last known mailing address of parties of interest, as defined in
Section 4675. The county shall make a reasonable effort to obtain the name and last known mailing
address of parties of interest.

(c) If the last known address of a party of interest cannot be obtained, the county shall publish
notice of the right to claim excess proceeds in a newspaper of general circulation in the county.
Publication is not required if the cost to publish is more than the amount of the excess proceeds or
eliminates any proceeds available for distribution. The notice shall be published once a week for

three successive weeks and shall commence no later than 90 days after the sale of the property.
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(d) The cost of obtaining the name and last known mailing address of parties of interest and of
mailing or publishing the notices required under this section shall be deducted from the excess
proceeds and shall be distributed to the county general fund.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

The Excess Proceeds which represent the money received in excess of an amount to redeem the
property taxes and tax program recovery costs will be transferred to the county general fund.

Excess Proceeds will not be distributed until final determination of any challenge to the validity or
irregularity of the tax sale.

The amount of $150 was set in 1980. The cost of publishing the excess proceeds in a newspaper of
general circulation and mailing of excess proceeds notices to the lien holders shall be deducted from
the excess proceeds. These costs have exceeded the amount of excess proceeds, resulting in zero
excess proceeds to disburse although we have mailed and published notice.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

No additional costs.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

Auditor-Controller. The local taxing and public agencies will not receive any distribution of Excess

Proceeds. Any amount expected to be distributed is nominal and is not included in any

organizations budget.

Parties of Interest that have claimed the Excess Proceeds may not receive distributions after one
yeat.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:
Change to Section 4674 submitted in 2011 legislative platform.

Attach additional sheets, if necessary

NAME: Julie Valverde COUNTY: Sacramento
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Proposal 5

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Add Revenue and Taxation Code Section 4911.2 to allow the tax collector to charge a fee for the
handling the reversal and reapply of payments credited to the wrong property. The current
legislation is an unfunded mandate.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
steikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

4911. (a) If an assessee or agent of the assessee, by mistake, pays the tax on other than the property
intended and by substantial evidence convinces the tax collector that the payment was intended for
another property, the tax collector shall cancel the credit on the unintended property and transfer
the payment to the property intended as prescribed in this article at any time before a guaranty or
certificate of title issues respecting the unintended property and before two years have elapsed since
the date of payment.

(b) If through no fault of the assessee or agent of the assessee, a tax payment is credited to
property other than the property intended and the taxpayer by substantial evidence convinces the
tax collector that the payment should have been credited to another property, the tax collector shall
cancel the credit on the unintended property and transfer the payment to the property intended as
prescribed in this article at any time before a guaranty or certificate of title issues respecting the
unintended property and before two years have elapsed since the date of the payment.

(c) If any person mistakenly pays an amount of tax and there is no property of that person in the
county to which that payment properly applies, the tax collector shall, by being convinced upon
substantial evidence that the payment was a mistake, cancel the payment and return the amount paid
to that person, as prescribed in this article at any time before a guaranty or certificate of title issues
respecting the unintended property and before two years have elapsed since the date of the payment.

(d) The county shall transfer a payment pursuant to subdivision (a) or return a payment pursuant
to subdivision (c) within 60 days of the later of the date of the county verifying that the payment was
paid by mistake or the date the payment is not subject to chargeback, dishonor, or reversal, or shall
pay interest as prescribed in
subdivision (e).

(e) If a refund to an assessee or agent of the assessee is created as a result of subdivision (a) or (c),
interest as prescribed by Section 5151 shall not be paid. However, if the refund was not issued
within 60 days of the county verification of the refund or credit due, interest shall be paid from the
date of verification.

(f) The tax collector may charge and collect a fee to cover the actual and reasonable costs incurred
to comply with subdivision (a) and (c) of this section. The amount of the fee shall be established by

the board of supervisors of the county and shall be subject to the requirements of Chapter 12.5
(commencing with Section 54985) of Part 1 of Division 2 of Title 5 of the Government Code.

4911.1. (a) If through no fault of the assessee or agent of the assessee a tax payment is credited to
property other than the property intended and after a guaranty or certificate of title issues respecting
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the unintended property, the taxpayer by substantial evidence convinces the tax collector that the
payment should have been credited to another property, the tax collector shall transfer the payment
in full to the property intended, and shall cancel the credit on the unintended property. In the event
a transfer of payment is made, the person owning the unintended property immediately before
issuance of the guaranty or certificate of title shall be personally liable for the amount so transferred
that shall be collected in the manner specified for the collection of taxes on the unsecured roll.

(b) If any person mistakenly pays an amount of tax on a property after a guaranty of certificate of
title has been issued and there is no other property of that person in the county to which that
payment propetly applies, the tax collector shall, upon being convinced upon substantial evidence
that the payment was a mistake, cancel the
payment and return the amount paid to that person. Upon cancellation of the payment, the person
owning the property immediately before issuance of the guaranty or certificate of title shall be
personally liable for the subject tax amount, which shall be collected in the matter specified for the
collection of taxes on the unsecured tax roll.

(c) The tax collector may charge and collect a fee to cover the actual and reasonable costs incurred
to comply with subdivision (b) of this section. The amount of the fee shall be established by the
board of supervisors of the county and shall be subject to the requirements of Chapter 12.5

(commencing with Section 54985) of Part 1 of Division 2 of Title 5 of the Government Code.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Code section 4911 governs an erroneous payment reversal service that is an unfunded mandate
which may have been original contemplated as part of the normal course of business operations, and
thus, not necessary to add a separate fee. However, the volume of requests is much higher that may
have originally been envisioned and the labor time to process and correct this can take a significant
amount of time.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

No additional costs.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

None.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None.

NAME: Julie Valverde COUNTY: Sacramento
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Proposal 6

1. CODE SECTION(S) NEEDING CHANGE, AMENDMENT, OR BEING
AFFECTED BY PROPOSAL:

Budget 1_anguage: Support an appropriation in the 2014-15 State Budget or voter-approved funding
source that reflects the current and back amount owed to the affected jurisdictions for in lieu tax
payments. Further request the introduction of trailer bill language that would require a periodic cost
of living adjustment of the Department’s in lieu fees similar to the Federal Payment In Lieu of Taxes
program.

2. BRIEF DESCRIPTION OF PROBLEM:

For years, the Governor and the Legislature have failed to appropriate sufficient funds to pay the
state’s obligation to counties for in-lieu tax payments.

3. RECOMMENDED AMENDMENT OR CHANGE:

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

Ensure full budget appropriation or voter-approved initiative funding for in-lieu tax payments.

Support adequate funding for the Department of Fish and Game’s (department) In Lieu Fee
obligation to California’s counties pursuant to California Fish and Game Code Section 1504. This
section specifies that when income is derived directly from real property acquired and operated by
the State as wildlife management areas, the department shall pay annually to the county in which the
property is located an amount equal to the county taxes levied upon the property at the time title to
the property was transferred to the state.

The in lieu fees are intended to offset adverse impacts on county property tax revenue that result
when the State acquires private property for wildlife management areas. Unfortunately, it has been at
least 11 years since adequate funding has been provided to the department to make the required
payments to affected counties.

This shortfall in State funding has lead to budget short falls at the local level where the county
continues to bear the burden of providing mandated services to public lands that are not subject to
local property tax. We are concerned that any further lapse in the payment of the in lieu fees will
exacerbate this shortfall.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Soliciting that the Governor and Legislature, in the adoption of the State Budget, or in the
appropriation of voter-approved initiatives that would provide funding for PILT, allow for the
adequate and full funding of the obligation from the state to counties for in —lieu tax payments will
provide the appropriate funding to counties for this service.
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Proposal 7

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Revenue and Taxation Code Sections 401.10, 401.11 and 401.13 govern Inter-county pipelines
rights-of-ways. Inter-county pipeline rights-of-ways are not real property; however, they are billed
on the Secured Roll. If they default the Tax Collector cannot enforce the collection on the
Redemption Roll by selling the rights-of-ways at a tax sale. The Inter-county pipelines rights-of-
ways are more akin to Oil and Gas rights or SBE-assessed unitary properties. The recommended
change to the section governing the Inter-county pipelines rights-of-ways is to have the collection
enforcement method conform to the same collection enforcement procedures as for the Oil and
Gas rights and SBE assessed unitary properties. It allows for the delinquent taxes to be transferred
to the Unsecured Roll.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

401.10. (a) Notwithstanding any other provision of law relating to
the determination of the values upon which property taxes are based,
values for each tax year from the 1984-85 tax year to the 2015-16 tax
year, inclusive, for intercounty pipeline rights-of-way on publicly

or privately owned property, including those rights-of-way that are
the subject of a change in ownership, new construction, or any other
reappraisable event during the period from March 1, 1975, to June 30,
2016, inclusive, shall be rebuttably presumed to be at full cash

value for that year, if all of the following conditions are met:

(1) (A) The full cash value is determined to equal a 1975-76 base
year value, annually adjusted for inflation in accordance with
subdivision (b) of Section 2 of Article XIII A of the California
Constitution, and the 1975-76 base year value was determined in
accordance with the following schedule:

(i) Twenty thousand dollars ($20,000) per mile for a high density
property.

(if) Twelve thousand dollars ($12,000) per mile for a transitional
density property.

(i) Nine thousand dollars ($9,000) per mile for a low density
property.

(B) For purposes of this section, the density classifications
described in subparagraph (A) are defined as follows:

(i) "High density" means Category 1 (densely urban) as established
by the State Board of Equalization.

(i) "Transitional density" means Category 2 (urban) as
established by the State Board of Equalization.

(iii) "Low density" means Category 3 (valley-agricultural),

Category 4 (grazing), and Category 5 (mountain and desert) as
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established by the State Board of Equalization.

(2) The full cash value is determined utilizing the same property
density classifications that were assigned to the property by the
State Board of Equalization for the 1984-85 tax year or, if density
classifications were not so assigned to the property for the 1984-85
tax year, the density classifications that were first assigned to the
property by the board for a subsequent tax year.

(3) (A) If a taxpayer owns multiple pipelines in the same
right-of-way, an additional 50 percent of the value attributed to the
right-of-way for the presence of the first pipeline, as determined
under paragraphs (1) and (2), shall be added for the presence of each
additional pipeline up to a maximum of two additional pipelines. For
any particular taxpayer, the total valuation for a multiple pipeline
right-of-way shall not exceed 200 percent of the value determined
for the right-of-way of the first pipeline in the right-of-way in
accordance with paragraphs (1) and (2).

(B) If the State Board of Equalization has determined that an
intercounty pipeline, located within a multiple pipeline right-of-way
previously valued in accordance with subparagraph (A), has been
abandoned as a result of physical removal or blockage, the assessed
value of the right-of-way attributable to the last pipeline enrolled
in accordance with subparagraph (A) shall be reduced by not less than
75 percent of that increase in assessed value that resulted from the
application of subparagraph (A).

(4) If all pipelines of a taxpayer located within the same
pipeline right-of-way, previously valued in accordance with this
section, are determined by the State Board of Equalization to have
been abandoned as the result of physical removal or blockage, the
assessed value of that right-of-way to that taxpayer shall be
determined to be no more than 25 percent of the assessed value
otherwise determined for the right-of-way for a single pipeline of
that taxpayer pursuant to paragraphs (1) and (2).

(b) If the assessor assigns values for any tax year from the
1984-85 tax year to the 2015-16 tax year, inclusive, in accordance
with the methodology specified in subdivision (a), the taxpayer's
right to assert any challenge to the right to assess that property,
whether in an administrative or judicial proceeding, shall be deemed
to have been raised and resolved for that tax year and the values
determined in accordance with that methodology shall be rebuttably
presumed to be correct. If the assessor assigns values for any tax
year from the 1984-85 tax year to the 2015-16 tax year, inclusive, in
accordance with the methodology specified in subdivision (a), any
pending taxpayer lawsuit that challenges the right to assess the
property shall be dismissed by the taxpayer with prejudice as it
applies to intercounty pipeline rights-of-way.

(c) Notwithstanding any change in ownership, new construction, or
decline in value occurring after March 1, 1975, if the assessor
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assigns values for rights-of-way for any tax year from the 1984-85
tax year to the 2015-16 tax year, inclusive, in accordance with the
methodology specified in subdivision (a), the taxpayer may not
challenge the right to assess that property and the values determined
in accordance with that methodology shall be rebuttably presumed to
be correct for that property for that tax year.

(d) Notwithstanding any change in ownership, new construction, or
decline in value occurring after March 1, 1975, if the assessor does
not assign values for rights-of-way for any tax year from the 1984-85
tax year to the 2015-16 tax year, inclusive, at the 1975-76 base
year values specified in subdivision (a), any assessed value that is
determined on the basis of valuation standards that differ, in whole
or in part, from those valuation standards set forth in subdivision
(a) shall not benefit from any presumption of correctness, and the
taxpayer may challenge the right to assess that property or the
values for that property for that tax year. As used herein, a
challenge to the right to assess shall include any assessment appeal,
claim for refund, or lawsuit asserting any right, remedy, or cause
of action relating to or arising from, but not limited to, the
following or similar contentions:

(1) That the value of the right-of-way is included in the value of
the underlying fee or railroad right-of-way.

(2) That assessment of the value of the right-of-way to the owner
of the pipeline would result in double assessment.

(3) That the value of the right-of-way may not be assessed to the
owner of the pipeline separately from the assessment of the value of
the underlying fee.

(e) Notwithstanding any other provision of law, during a four-year
period commencing on January 1, 1996, the assessor may issue an
escape assessment in accordance with the specific valuation standards
set forth in subdivision (a) for the following taxpayers and tax
years:

(1) Any intercounty pipeline right-of-way taxpayer who was a
plaintiff in Southern Pacific Pipe Lines, Inc. v. State Board of
Equalization (1993) 14 Cal. App. 4th 42, for the tax years 1984-85 to
1996-97, inclusive.

(2) Any intercounty pipeline right-of-way taxpayer who was not a
plaintiff in Southern Pacific Pipe Lines, Inc. v. State Board of
Equalization (1993) 14 Cal. App. 4th 42, for the tax years 1989-90 to
1996-97, inclusive.

(f) Any escape assessment levied under subdivision (e) shall not
be subject to penalties or interest under the provisions of Section
532. If payment of any taxes due under this section is made within 45
days of demand by the tax collector for payment, the county shall
not impose any late payment penalty or interest. Taxes not paid
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(g) If the tax thereon remains unpaid at the time set for the declaration of default for delinquent

taxes, the tax together with any penalty and costs as may have accrued thereon while on the secured
roll shall be transferred to the unsecured roll.

(h)fey For purposes of this section, "intercounty pipeline
right-of-way" means, except as otherwise provided in this
subdivision, any interest in publicly or privately owned real
property through which or over which an intercounty pipeline is
placed. However, "intercounty pipeline right-of-way" does not include
any parcel or facility that the State Board of Equalization
originally separately assessed using a valuation method other than
the multiplication of pipeline length within a subject property by a
unit value determined in accordance with the density category of that
subject property.

(1)@ This section shall remain in effect only until January 1,
2016, and, as of that date is repealed, unless a later enacted
statute, that is enacted before January 1, 2016, deletes or extends
that date.

401.12. Sections 401.10 and 401.11 do not abrogate, rescind,
preclude, or otherwise affect any separate settlement agreement
entered into prior to the effective date of those sections between a
county and an intercounty pipeline right-of-way taxpayer concerning
the subject matter of Sections 401.10 and 401.11. In the event of a
conflict between any settlement agreement and the provisions of
Sections 401.10 and 401.11, the settlement agreement shall control.

401.13. Notwithstanding any other provision of law, on or after
January 1, 1998, the assessor shall determine the assessed value of
pipelines and related rights-of-way that are located wholly within

the county on the basis of a single, countywide parcel per taxpayer,
and, to that end, shall combine the assessed value of each component
or segment of those pipelines or rights-of-way. However, the assessor
shall maintain a separate base year value for each of these
components or segments.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Allow delinquent taxes on Inter-county pipelines rights-of-ways to be transferred to the Unsecured
Roll for collection enforcement.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or

additional costs to county or state agencies which this proposal will mandate through
implementation):

None.
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4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

Auditor-Controller, Assessor, Treasuret.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None.

NAME: Julie Valverde COUNTY: Sacramento
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PROPOSAL 8

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:
This would amend current statutes.
2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and zzalics/ underline to reflect additions to code):

27000.1. Subject to Section 53607, the board of supervisors may, by
ordinance, delegate to the county treasurer the authority to invest

or reinvest the funds of the county and the funds of other depositors
in the county treasury, pursuant to Chapter 4 (commencing with
Section 53600) of Part 1 of Division 2 of Title 5. The county
treasurer shall thereafter assume full responsibility for those

transactions until the board of supervisors etther revokes its
delegation of authority; by ordinance;. er-deeidesnotto-renew-the
aﬂﬂﬂal—ele}egaﬁeﬁ—aﬁ—pfeﬂéed—m—See&eﬁééégl Nothing in this
section shall limit the county treasurer's authority pursuant to
Section 53635 or 53684.

53607. The authority of the legislative body to invest or to

reinvest funds of a local agency, or to sell or exchange securities

so purchased, may be delegated fer-a-ene-yearpetriod by the

legislative body to the treasurer of the local agency, who shall

thereafter assume full responsibility for those transactions until

the delegation of authority is revoked. srexprres—and The Treasurer shall make a

monthly guarterly report of these-transaetions all pooled investments to the legislative body that conforms
with the investment policy statement on file with the legislative body. Subject

to review, the legislative body may revoke resrew the delegation of

authority pursuant to this section az any time. each-yeat:

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

27000.1: Makes delegation of authority by the legislative body to the Treasurer permanent unless
revoked by the legislative body.

53607: The reference to this statute from 27000.1, makes delegation of authority permanent unless
revoked, and changes the monthly reporting requirement by the treasurer of all transactions to a
quarterly report of all pooled investments; and requires conformance of those pooled investments to
the investment policy statement on file with the legislative body.
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3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

Savings will be recognized by staff time not being obligated to do annual preparation and
submission of the delegation of authority agenda item documents to the Legislative body for
approval. In addition time will be saved by the legislative body members, and their staff, to review
and approve those documents each year.

Note: The changes to 53607 also follows GC 53646 that the treasurer submit a statement of
investment policy to the legislative body if changes are made to said policy from the one currently
on file with the legislative body.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

The current statute’s annual affirmative requirement for delegation of authority by the legislative
body stems from the Orange County Bankruptcy, so the perception that annual direct oversight for
that delegation of authority may still exist. However, considering that a legislative body approved
‘Statement of Investment Policy’ must be followed by the Treasurer at all times, with quarterly
reports showing conformance of pooled investments to that statement of investment policy, that
requirement for an annual delegation of authority should therefore be unnecessary.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None of which I am aware from Humboldt. (But in all likelihood there probably has been other
legislative efforts before my time)

NAME: John Bartholomew COUNTY: Humboldt
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Proposal 9

1. BRIEF DESCRIPTION OF PROBLEM:

R & T §2503.2 allows the tax collector to require the taxpayer or their agent to pay their secured and
unsecured property taxes by Electronic Funds Transfer under certain conditions. However, the
code section has no provision for enforcement. In the decade since this provision was added to the
law, tax collectors still receive checks for property taxes due that amount to over $50,000, despite
local requirements to pay be EFT. There are myriad reasons why such denominations should be
electronically transferred: fraud prevention and increased staff time to process such sums are two.

2. RECOMMEND AMENDMENT OR CHANGE:

Revenue and Taxation Code 2503.2.

(h) The tax: collector for any city, county, or city and county may, in his or ber discretion, after notifying the
taxpayer, or any paying agent of a taxpayer or taxpayers by certified mail, that the tax payments must be made by
electronic funds transfer, and the payment is received in a form other than electronic funds transfer, assess a 5% penalty
of the amount paid for non-conforming tender.

3. JUSTIFICATION OR IMPACT OF AMENDMENT OR CHANGE

In Los Angeles County, the proponent of this proposal, the following data has been collected:

e 21,324 tax payers in the County have a tax liability of $50,000 or more.

e 59% of those taxpayers are not registered as EFT payors with the County.
e 34% do pay with EFT.

e 7% are registered EFT, but still chose to pay with cash.

The benefits of the proposed changes are:

e Requiring large taxpayers to pay by EFT would prevent them from holding up cashiering lines at
peak periods for up to five hours, resulting in better service for other taxpayers.

e Full compliance with the EFT mandate will improve the security over the processing of large
dollar property tax payments.

e Reduction in Check Fraud that is ever-increasing nationwide, especially in large dollar
transactions.

e Reduction of the cost of processing property tax payments.

e Arms the tax collector who chooses to enforce his/her mandates with an effective tool to
encourage compliance by the recalcitrant taxpayers or their agents.

e There is no cost to the counties or the State of California if the recommended changes are made.
e Enforcement is left up to the individual tax collector.

e EFT is more widely accepted and utilized in the business world today than it was in 1992 when
the legislation was passed allowing the tax collector to mandate EFT.

NAME: Mark Saladino COUNTY: Los Angeles County
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Proposal 10

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Revenue and Taxation Code Sections 75 to 75.80 govern supplemental assessments. There is
inconsistent language between sections within the code regarding refunds for supplemental
assessments that are a negative amount.

Section 75.31 (e) states the auditor shall make a refund of a portion of taxes_paid on assessments
made on the current roll, or the roll being prepared, or both.

Section 75.43 (c) limits the amount of the refund to the taxes paid that exceed the taxes based upon
the new base year value on the current roll or roll being prepared.

Section 75.31 (e) is consistent with Section 75.43 (c) since the base year value is on the current roll
or roll being prepared.

Section 75.43 (a) states that the refund shall be made from taxes collected (read as paid) on the
supplemental roll. This can be contradictory since the supplemental assessment that is a negative
amount may not have any taxes paid on the supplemental roll, while there will be taxes paid on the
current roll.

Section 75.43 (a) is also inconsistent in requiring a refund to be made within 90 days of the
enrollment of the negative assessment on the supplemental roll regardless of whether any taxes had
been paid. This could be interpreted to require a refund before taxes on the current roll have been

paid.
The inconsistency in the codes create confusion in the implementation of these code sections.
2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
strikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

75.31. (a) Whenever the assessor has determined a new base year value as provided in Section 75.10,
the assessor shall send a notice to the assessee showing the following:

(1) The new base year value of the property that has changed ownership, or the new base year
value of the completed new construction that shall be added to the existing taxable value of the
remainder of the property.

(2) The taxable value appearing on the current roll, and if the change in ownership or completion
of new construction occurred between January 1 and May 31, the taxable value on the roll being
prepared.

(3) The date of the change in ownership or completion of new construction.

(4) The amount of the supplemental assessments.

(5) The exempt amount, if any, on the current roll or the roll being prepared.

(6) The date the notice was mailed.

(7) A statement that the supplemental assessment was determined in accordance with Article XIII
A of the California Constitution that generally requires reappraisal of property whenever a change in
ownership occurs or property is newly constructed.
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(8) Any other information which the board may prescribe.  (b) In addition to the information
specified in subdivision (a), the notice shall inform the assessee of the procedure for filing a claim
for exemption that is to be filed within 30 days of the date of the notice.

(c) (1) The notice shall advise the assessee of the right to an informal review and the right to
appeal the supplemental assessment, and, unless subject to paragraph (2) or (3), that the appeal shall
be filed within 60 days of the date of mailing printed on the notice or the postmark date therefor,
whichever is later. For the purposes of equalization proceedings, the supplemental assessment shall
be considered an assessment made outside of the regular assessment period as provided in Section
1605.

(2) For counties in which the board of supervisors has adopted the provisions of subdivision (c) of
Section 1605, and the County of Los Angeles, the notice shall advise the assessee of the right to
appeal the supplemental assessment, and that the appeal shall, except as provided in paragraph (3),
be filed within 60 days of the date of mailing printed on the tax bill or the postmark date therefor,
whichever is later. For the purposes of equalization proceedings, the supplemental assessment shall
be considered an assessment made outside of the regular assessment period as provided in Section
1605.

(3) (A) If the taxpayer does not receive a notice in accordance with paragraph (1) at least 15 days
prior to the deadline to file the application described in Section 1603, the affected party or his or her
agent may file an application within 60 days of the date of mailing printed on the tax bill or the
postmark thereof, whichever is later, along with an affidavit declaring under penalty of perjury that
the notice was not timely received.

(B) Notwithstanding any other provision of this subdivision, an application for reduction in a
supplemental assessment may be filed within 12 months following the month in which the assessee
is notified of that assessment, if the affected party or his or her agent and the assessor stipulate that
there is an error in assessment as the result of the exercise of the assessot's judgment in determining
the full cash value of the property and a written stipulation as to the full cash value and the assessed
value is filed in accordance with Section 1607.

(d) The notice shall advise the assessee of both of the following:

(1) The requirements, procedures, and deadlines with respect to an application for the reduction of
a base year value pursuant to Section 80, or the reduction of an assessment pursuant to Section
1603.

(2) The criteria under Section 51 for the determination of taxable value, and the requirement of
Section 1602 that the custodial officer of the local roll make the roll, or a copy thereof, available for
inspection by all interested parties during regular office hours.

(e) The notice shall advise the assessee that if the supplemental assessment is a negative amount
the auditor shall make a refund of a portion of taxes paid on assessments made on the current roll,
or the roll being prepared, or both.

(f) The notice shall be furnished by the assessor to the assessee by regular United States mail
directed to the assessee at the assessee's latest address known to the assessor. The assessor may
choose to accept a written request from the assessee to provide the information by electronic mail in
lieu of by regular United States mail.

(g) The notice given by the assessor under this section shall be on a form approved by the State
Board of Equalization.

75.43. (a) If a refund is due the assessee, and the assessee has paid taxes on the current roll, the roll
being prepared, or both, the auditor shall make the refund within 90 days of the date of enrollment
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of the negative assessment on the supplemental roll. If a refund is due the assessee, and the assessee

has not paid taxes on the current roll, the roll being prepared, or both, the auditor shall make the
refund within 30 days from the date the assessee submits payment for taxes-Refundsshallbe-made

(b) If the refund is not made as provided in subdivision (a), interest shall be paid at a rate provided
by Section 5151 and shall commence eemputedfroma-date 30 days after the date of enrollment of
the negative assessment or 30 days after the date the payment was made, whichever is later to the
date the refund is mailed when the interest is ten dollars ($10) or more on amounts refunded under
Section 5096.

(c) Refunds made under this chapter shall be limited to the amount by which the tax, penalty, or
interest paid exceeds the amount of tax, penalty, or interest which is lawfully due and owing based
upon the new base year value.

5151. (a) Interest at the greater of 3 percent per annum or the county pool apportioned rate shall be
paid, when that interest is ten dollars ($10) or more, on any amount refunded under Section 5096.7,
or refunded to a taxpayer for any reason whatsoever. However, no interest shall be paid under the
provisions of this section if the taxpayer has been given the notice required by Section 2635 and has
failed to apply for the refund within 30 days after the mailing of that notice. For purposes of this
section, "county pool apportioned rate" means the annualized rate of interest earned on the total
amount of pooled idle funds from all accounts held by the county treasurer, in excess of the county
treasurer's administrative costs with respect to that amount, as of June 30 of the fiscal year preceding
the date the refund is calculated by the auditor. For each fiscal year, the county treasurer shall advise
the Controller of the county pool apportioned rate, and of computations made in deriving that rate,
no later than 60 days after the end of that fiscal year. Any interest paid on a refund at a rate provided
for by this subdivision as it read prior to January 1, 2009, shall be deemed to be correct.

(b) The interest rate provided for in subdivision (a) does not apply to interest on refunds of those
amounts of tax that became due and payable before March 1, 1993. Interest on refunds of amounts
of a qualified tax shall be paid at that rate provided for by this section as it read prior to January 1,
1993. As used in this section, a "qualified tax" means a tax that became due and payable before
March 1, 1993, and had not been refunded as of April 6, 1995. This subdivision shall not be
construed to affect the interest paid on refunds of those amounts of tax that became due and
payable before March 1, 1993, and have been refunded as of April 6, 1995.

(c) (1) The interest computation period shall commence with the date of payment of the tax when
any of the following applies:

(A) A timely application for reduction in an assessment was filed, without regard to whether the
refund ultimately results from a judgment or order of a court, an order of a board of equalization or
assessment appeals board, or an assessot's correction to the assessment roll.

(B) The refund is pursuant to a roll correction resulting from the determination or adjustment by
the assessor or a local assessment appeals board of a base year value.

(C) The refund results from a correction to the assessment roll pursuant to Section 4831 or 4876.

(2) Interest on refunds of taxes on property acquired by a public agency in eminent domain shall
accrue from the date of recordation of the deed.

(3) In all other cases the interest computation period shall commence on the date of filing a claim
for refund or payment of the tax, whichever is later. However, in the event of the granting of
property tax relief pursuant to Section 69, 69.3, or 170, interest is not payable on any resulting
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refund of taxes, provided that payment of that refund of taxes is made within 120 days after the
county assessor has sent authorization for the reduction to the county auditor.

(d) The computation of interest shall terminate as of a date within 30 days of the date of mailing
or personal delivery of the refund payment.

(e) The interest charged shall be apportioned to the appropriate funds, as determined by the
county auditor.

(f) The amendments made to this section by Section 4 of Chapter 801 of the Statutes of 1996 shall
apply to all refunds made after January 1, 1997.

b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Bring the various code sections governing the refunds for a supplemental assessment that is a
negative amount into alignment. Negative supplemental assessments shall be refunded from the
taxes paid on the supplemental roll, current roll, or the roll being prepared.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

None.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

Auditor-Controller, Assessor, Treasuret.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None.

NAME: Julie Valverde COUNTY: Sacramento
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PROPOSAL 11

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Add to California Commercial Code Section on Bulk Sales the ability to charge for a fee to cover
costs in preparing a Bulk Sale payoff demand.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED (please use
steikethrough to reflect proposed deletions and italics/undetline to reflect additions to code):

6105. In order to comply with subdivision (b) of Section 6104 each of the following shall be
satisfied:

(a) The notice shall comply with each of the following:

(1) State that a bulk sale is about to be made.

(2) State the name and business address of the seller together with any other business name and
address listed by the seller (subdivision (a) of Section 6104) and the name and business address of
the buyer.

(3) State the location and general description of the assets.

(4) State the place and the anticipated date of the bulk sale.

(5) State whether or not the bulk sale is subject to Section 6106.2 and, if so subject, the matters
required by subdivision (f) of Section 61006.2.

(b) At least 12 business days before the date of the bulk sale, the notice shall be:

(1) Recorded in the office of the county recorder in the county or counties in this state in which
the tangible assets are located and, if different, in the county in which the seller is located (paragraph
(2) of subdivision (a) of Section 6103).

(2) Published at least once in a newspaper of general circulation published in the judicial district in
this state in which the
tangible assets are located and in the judicial district, if different, in which the seller is located
(paragraph (2) of subdivision (a) of Section 6103), if in either case there is one, and if there is none,
then in a newspaper of general circulation in the county in which the judicial district is located.

(3) Delivered or sent by registered or certified mail to the county tax collector in the county or
counties in this state in which the tangible assets are located. If delivered during the period from
January 1 to May 7, inclusive, the notice shall be accompanied by a completed business property
statement with respect to property involved in the bulk sale pursuant to Section 441 of the Revenue
and Taxation Code.

If the tangible assets are located in more than one judicial district in this state, the publication
required in paragraph (2) shall be in a newspaper of general circulation published in the judicial
district in this state in which a greater portion of the tangible assets are located, on the date the
notice is published, than in any other judicial district in this state and, if different, in the judicial
district in which the seller is located (paragraph (2) of subdivision (a) of Section 6103). As used in
this subdivision, "business day" means any day other than a Saturday, Sunday, or day observed as a
holiday by the state government. The assessor, tax collector, and auditor may charge and collect a

fee to cover the actual and reasonable costs for the research and preparation of an estimate of the
taxes due when a buyer in a bulk transfer provides notice of the sale. The amount of the fee shall be

established by the board of supervisors of the county and shall be subject to the requirements of
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Chapter 12.5 (commencing with Section 54985) of Part 1 of Division 2 of Title 5 of the

Government Code.
b. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

The County expends additional labor hours to prepare demands for payoff on Bulk Sales. The
County may charge for preparing a payoff demand on delinquent unsecured charges, but not future
charges that must be estimated.

3. FISCAL IMPACT OR MANDATED COSTS (Please list any estimated cost savings or
additional costs to county or state agencies which this proposal will mandate through
implementation):

No additional costs.

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES (if Yes, please list those departments/agencies AND the concerns which those
parties may raise against this proposal):

None.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

None.

NAME: Julie Valverde COUNTY: Sacramento
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Proposal 12

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Before 1995 — 1996 the only requirement to seek the elected office of Treasurer-Tax Collector was
to be registered to vote, pay your fee and be the top vote getter with a 50% +1 result.

In 1995 — 1996, as a result of the Orange County bankruptcy and in an effort to statutorily pledge
our commitment to the electorate, to the legislature and our dedication to our offices, the
County Association of County Treasurer and Tax Collectors, took it upon themselves to propose
legislation outlining ‘eligibility requirements’ and ‘continuing education requirements’ for the
current Treasurer-Tax Collector’s and future elected or appointed Treasurer-Tax Collectors.

The code is not consistent as it is with other elected county officials that have a mandated eligibility
requirement. Instead it left the qualification requirements for Treasurer-Tax Collector “optional” by
a board of supervisor ordinance. We feel, this omission has provided no credibility to the
treasurer’s office and should be amended to mandate a qualifications requirement.

Opver the past 14 years, certain organizations have either collapsed or evolved into different
Associations. Also as levels of sophistication and information have increased, it has become
necessary to re-visit the eligibility requirements and update them to keep up with the times and
reflect current California State Law.

The Certified Cash Manager is not an official California designation and does not exist anymore.

2. RECOMMENDED STATUTORY CHANGE (please note code section):

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED:
Government Code 27000.7. (a) No person shall be eligible for election or appointment to the

office of county treasurer, county tax collector, or county treasurer-tax collector of any county
unless that person meets at least one of the following criteria and meets the provisions of Elections

Code §13.5:

1) The person has served in a senior financial management position in a county, city, or other
public agency within the State of California dealing with similar financial responsibilities for a
continuous period of not less than three years, including, but not limited to, treasurer, tax collector,
auditor, auditor-controller, or the chief deputy or an assistant in those offices. Or ;

2 The person possesses a valid baccalaureate, masters, or doctoral degree from an accredited
college or university in any of the following major fields of study: business administration, public
administration, economics, finance, or accounting, et-a—+related—field, with a minimum of 16 college
semester units, or their equivalent, in accounting, auditing, or finance. Or;

3) The person possesses a valid certificate issued by the California Board of Accountancy
pursuant to Chapter 1 (commencing with Section 5000) of Division 3 of the Business and
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Professions Code, showing that person to be, and a permit authorizing that person to practice as, a
certified public accountant. Or;

@ The person possesses a valid charter issued by the Institute of Chartered Financial
Analysts showing the person to be designated a Chartered Financial Analyst, with a minimum of 16
college semester units, or their equivalent, in accounting, auditing, or finance. Ofr;

(5) The person possesses a valid certificate, issued by the Association for Financial Professionals
showing the person to be designated a Certified Treasury Professional Cash—Manager, with a
minimum of 16 college semester units, or their equivalent, in accounting, auditing, or finance.

(b) This section shall only apply to any person duly elected or appointed as a county treasurer,
county tax collector, county treasurer-tax collector, consolidated director of finance or director of
finance on or after January 1, 4998 2013.

Elections Code 13.5. (a) (1) Notwithstanding subdivision (a) of Section 13, no person shall be
considered a legally qualified candidate for any of the offices set forth in subdivision (b) unless that
person has filed a declaration of candidacy, nomination papers, or statement of write-in candidacy,
accompanied by documentation, including, but not necessarily limited to, certificates, declarations
under penalty of perjury, diplomas, or official correspondence, sufficient to establish, in the
determination of the official with whom the declaration or statement is filed, that the person meets
each qualification established for service in that office by the provision referenced in subdivision (b).

(2) The provision of "documentation," for purposes of compliance with the requirements of
paragraph (1), may include the submission of either an original, as defined in Section 255 of the
Evidence Code, or a duplicate, as defined in Section 260 of the Evidence Code.

(b) This section shall be applicable to the following offices and qualifications therefor:

(1) For the office of county auditor, the qualifications set forth in Sections 26945 and 26946 of the
Government Code.

(2) For the office of county district attorney, the qualifications set forth in Sections 24001 and
24002 of the Government Code.

(3) For the office of county sheriff, the qualifications set forth in Section 24004.3 of the
Government Code.

(4) For the office of county superintendent of schools, the qualifications set forth in Sections 1205
to 1208, inclusive, of the Education Code.

(5) For the office of judge of the superior court, the qualifications set forth in Section 15 of Article
VI of the California Constitution.

(6) For the office of county treasurer, county tax collector, county treasurer-tax collector, or
consolidated director of finance or director of finance, the qualifications set forth in Section 27000.7
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of the Government Code

2. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

With the elimination of the Elections Code 13.5(a)(6) language “provided that the board of
supervisors has adopted the provisions of that section pursuant to Section 27000.6 of the
Government Code”, and concluding with what is set forth in the provision aligns the Treasurer-Tax
Collector eligibility requirements with the Assessor, Auditor, District Attorney, and Sheriff.
CACTTC will uphold that the expertise required in cash management is of equal merit as other
elected department heads expertise when the voter is considering a viable candidate seeking office.

Removing Municipal Treasurer Association reference associated with the required 16 college
semester units and explicitly requiring accounting, auditing or finance requirements is more in line
with the cash management function of the treasurer office and is a well understood and easily

documented requirement.

Also, there is no explanation as to what is “equivalent” to 16 college semester units.... This
removes the arbitrary designation, “equivalent” and replaces it with something more substantial.

CDIAC’s education programs are accepted by many certification entities as “certifiable.”
3. FISCAL IMPACT OR MANDATED COSTS:
None

4. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES:

This relates to County Treasurer-Tax Collector positions, both appointed and elected, as well as
clarifying the requirements for Election Officials.

5. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

To my knowledge no such clarification of code section has been suggested.

NAME: Tracy Kennedy & Karen Adams COUNTY: Madera & Merced
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Proposal 13

1. BRIEF DESCRIPTION OF WHY A BILL IS NEEDED:

Current law allows the board of supervisors to consolidate, via ordinance, the duties of auditor-
controller and treasurer-tax collector, or auditor and treasurer, or controller and treasurer, or auditor
and tax collector or auditor and director of finance. Of the 58 counties, 52 are elected treasurer-tax
collectors or finance directors and 10 are consolidated with auditor-controller of which 6 were
consolidated within the past 5 years.

Only six counties have appointed officials and the remaining 52 counties are elected county officials
elected by a county wide vote. Allowing the Board of Supervisors the ability to consolidate via
ordinance does not allow the voting public to decide whether or not they want to:

(i) reduce the number of their elected officials,
(i) or give the Board additional power in selecting those representatives

Code Section 26980 allows the Board to consolidate these offices into a ‘Consolidated Office of
Director of Finance’ which must be submitted to voters. Additionally at the same time, the question
must be asked, “will this office be established as an elected office or appointed by the Board.”

2. RECOMMENDED STATUTORY CHANGE (please note code section):
Current consolidation code for your reference only (actual changes follow)
California Government Code, Title 3, Division 2, Part 1, Chapter 7§

24300. By ordinance the board of supervisors may consolidate the duties of certain of the
county offices in one or more of these combinations:

(a) Sheriff and tax collector.

(b) Auditor and recorder.

(c) County clerk, auditor, and recorder.

(d) County clerk and public administrator.

(e) County clerk and recorder.

(f) County clerk and auditor.

(g) Treasurer and tax collector.

(h) Treasurer and recorder.

(i) Treasurer and assessor.

(j) Treasurer and public administrator.

(k) Public administrator and coroner.

(1) District attorney and public administrator.

(m) District attorney and coroner.

(n) Sheriff and coroner.

(o) Sheriff and public administrator.

(p) County agricultural commissioner and county sealer of weights and measures.

(9) Road commissioner and surveyor. A county may create an office entitled public works director,
combining the duties of road commissioner and surveyor and any other compatible
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duties not legally required to be performed by another county officer.

(r) County surveyor and director of transportation.

By the ordinance that consolidates the duties of the appointive county offices described in
subdivision (p), notwithstanding Section 2122 and Sections 2181 to 2187, inclusive, of the Food and
Agricultural Code, and Sections 12200 and 12214 of the Business and Professions Code, the board
of supervisors may provide that the first term only of the newly consolidated office expires when the
first of the remaining unexpired terms of the two unconsolidated offices would have expired. Where
a vacancy in either of the unconsolidated offices exists the term of office of the newly consolidated
office shall be the longer of the remaining unexpired terms

a. SPECIFIC CHANGES TO CODE SECTION BEING RECOMMENDED:
California Government Code, Title 3, Division 2, Part 1, Chapter 7§

24300.5 In addition to the duties of the county offices which may be consolidated under the
provisions of Section 24300, the board of supervisors shall place a measure on the ballot for voter
approval to by-erdinanee consolidate the offices of auditor, controller, treasurer, tax collector, and
director of finance.

24301. If the duties of officers are consolidated pursuant to this chapter, the board of supervisors,
by-erdinanee, may elect to separate the duties so consolidated, and reconsolidate thems in any other
manner permitted by this chapter or separate the duties without reconsolidation, and provide that
the duties of each office shall be performed by a separate person, if it deems the change to be in the
public interest and obtained voter approval.

24301.5. QUALIFICATIONS FOR COMBINED OFFICE:

Any person may be appointed by the board of supervisors, or be a candidate for election to the
office of consolidated Director of Finance or combined Auditor-Controller Treasurer-T'ax Collector

if he or she meets the qualifications set forth in Section 26945 or Section 27000.7.

24304.2. Notwithstanding Section 24300, in Mendocino County, Sonoma County, Trinity

County, and Tulare County, the board of supervisors, by ordinance, may consolidate the duties of
the offices of Auditor-Controller, and Treasurer-Tax Collector, and Director of Finance into the
elected office of Auditor-Controller-Treasurer-Tax Collector. Effective January 2013, any additional
inclusion to the consolidated list shall be approved by the local electorate of said county requesting
inclusion.

3. GENERAL EXPLANATION FOR WHAT THESE CHANGES WILL DO:

Clarifying this GC by stating that consolidations must only be allowed by the vote of the people
does many things. It allows the voting public a say on how their government is structured. It
protects their vote by allowing them to make the ultimate decision. It further provides the Board
with the necessary voting ‘clout’ to support their position for combinations and how to restructure
the departments for efficiencies in budgets, reclassifications, and internal control functions.
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Additionally, in many counties, making this decision is cumbersome and confusing. This change will
provide consistency and prevent certain ‘classes’ of counties from continuing to be granted specific
authority to consolidate.

Currently, GC 24009 identifies the treasurer as an officer elected by the people and in order to
change an office from elective to appointive, a proposal shall be presented to the voters of the
county and approved by a majority of the votes cast. This proposed legislative change will further
clarify and protect the rights of the people to select their government.

4. FISCAL IMPACT OR MANDATED COSTS:

Additional outside audit and oversight costs may erode any efficiency savings along with costly
support management positions necessary to direct authority over transactions if such departments
were to be consolidated.

5. POTENTIAL IMPACTS ON OTHER COUNTY OR STATE DEPARTMENTS OR
AGENCIES:

Depending on size of county and abilities of existing department heads, consolidating these offices
could increase potential risks by creating a super agency and dilutes managing abilities. Keeping

these positions separate offers a clearer line of responsibility and accountability to the people they
serve.

6. HISTORY OF PRIOR LEGISLATIVE EFFORTS:

To my knowledge no such clarification of code section has been suggested.

NAME: Tracy Kennedy & Karen Adams COUNTY: Madera & Merced
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Proposals By Code Section

Government Code

Code Section Proposal Submitter

27000.1 8 Humboldt

27000.7 12 Merced and Madera
24300.5 13 Merced and Madera
24301 13 Merced and Madera
24304.2 13 Merced and Madera
53601 3 Merced

53607 8 Humboldt
Revenue and Taxation Code

Code Section Proposal Submitter

75.43 10 Sacramento
401.10-401.13 7 Sacramento
2910.8-2910.12 1 El Dorado

4656.5 2 Los Angeles

4672 2 Los Angeles

4674 4 Sacramento

4675 4 Sacramento

4676 4 Sacramento

4911 5 Sacramento

2503.2 9 Los Angeles
California Commercial Code

Code Section Proposal Submitter

6105 11 Sacramento
Uncodified Budget Proposal

Proposal Submitter

6 Legislative Committee
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2013 Legislative Review






CACTTC Legislation

* AB 182 — CABS reform

* AB 683 — Penalties on the tax roll

* SB 825 — Omnibus bill

*30 days instead of 10 to report tax sale.

*Suspends notice requirements on the tax bill for
property tax postponement requirements.

*Conforms the list of acceptable forms of payment in
the two codes, and extends the authority for a TTC to
charge a fee equal to their reasonable costs whenever
payment is offered, but returned without payment.





State Legislative and Administration
Activities 1n 2013
e Affordable Care Act

* Scope of practice

* Prison crisis

* CEQA changes

° Minimum wage

* Bay Delta Conservation Plan (BDCP) & water bond
* High Speed Rail

* Restructuring School Funding (LCFF)





Revenue Picture

* Balanced Budget for the first time in a decade.
* Governor is holding the line on new
spending/programs

* Revenues are relatively steady.
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For CACTTCY consideration






Proposal 1

* Some businesses sell their business assets, sell their
business and some corporations change names with
essentially the same owners but neglect to pay the
unsecured taxes due. The Board of Equalization has
statutory tools to collect on those taxes. A similar
provision for county use would benefit collection of
unsecured taxes and the entities benefiting from
unsecured tax collections. Proposal 1 would establish
this similar set of tools for TTCs (El Dorado County).





Proposal 2

* Changes the allocation of the §15 redemption fee on
tax-defaulted property to accurately reflect the current
division of duties and workload as between the State
and the county in which the tax-detfaulted property is
located. 'The new ratio would be (§1.50) to the State
of California for deposit in the General Fund and
thirteen dollars and fifty cents ($13.50) to the TTC.

(Los Angeles County).





Proposal 3

* Adds Washington Supranationals, “World Bank”
securities, to the list of authorized investments. The
proposal will provide additional diversification to the
portfolio while maintaining safety of principal for
preservation of capital investment. (Merced County).





Proposal 4

* Would provide that Excess Proceeds be transferred to
the county general fund. Excess Proceeds will not be
distributed until final determination of any challenge to
the validity or irregularity of the tax sale. (Sacramento
County)





Proposal 5

* Add Revenue and Taxation Code Section 4911.2 to
allow the tax collector to charge a fee for the handling
the reversal and reapplication of payments credited to
the wrong property. (Sacramento County)





Proposal 6

* Seeks an appropriation in the 2014-15 State Budget or
voter-approved funding source that reflects the current
and back amount owed to the affected jurisdictions for
in lieu tax payments. (Legislative Committee).





Proposal 7

* Allow delinquent taxes on Inter-county pipelines rights-
of-ways to be transferred to the Unsecured Roll for
collection enforcement. (Sacramento County)





Proposal 8

* Makes delegation of investment authority permanent
unless revoked, and changes the monthly reporting
requirement by the treasurer of all transactions to a
quarterly report ot all pooled investments; and requires
conformance of those pooled investments to the
investment policy statement on file with the legislative

body. (Humboldt County).





Proposal 9

* This proposal will add an enforcement mechanism for
those tax payers that must pay by EFT but still send a
paper check or pay in another manner. (Los Angeles

County)





Proposal 10

* Bring the various code sections governing the refunds
for a supplemental assessment that 1s a negative
amount into alignment. Negative supplemental
assessments shall be refunded from the taxes paid on
the supplemental roll, current roll, or the roll being
prepared. (Sacramento County)





Proposal 11

* The proposal adds language to the California
Commercial Code Section on Bulk Sales to provide the
ability to charge for a fee to cover costs in preparing a
Bulk Sale payoft demand. (Sacramento)





Proposal 12

* This proposal modities the eligibility qualifications for
individuals seeking the office of the Treasurer-Tax
Collector (Merced and Madera Counties).





Proposal 13

* This proposal would require that in the event a board
of supervisors wishes to consolidate county otfices,
and one of those is an elected office, that the board
must first submit that proposal to the voters for their
approval. (Merced and Madera Counties).
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Important Codes Related to Investments

 California Government Code (CGC or Code)

— Investment of Surplus (53600-53610)

— Deposit of Funds (53630-53686)

CALIFORNIA GOVERNMENT CODE
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History of Changes Since 2001

January 1, 2001 « SB 68 designated money in the Local Agency Investment Fund (LAIF) as
non-state money.

January 1, 2002 - AB 609:

 Clarified which agencies fall under 53601 (all local agencies that are
not counties) and 53635 (applies only to counties and certain pools).

» Simplified definition of Federal Agencies by eliminating references to
specific Agencies.

» Changed sliding scale of permitted commercial paper allocation to
static 25%.

» Added Fitch to the list of rating agencies providing ratings for
commercial paper.

» Eliminated distinction between pre- and post-December 1994
investments for repurchase and reverse repurchase agreements
and securities lending.

» Added Community Redevelopment Act rating of satisfactory for
depositories to be eligible to receive funds.

» LAIF’s deposit limit goes from $30 million to $40 million.
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History of Changes Since 2001

January 1, 2004 « SB 787 replaced references to specific rating agencies with
“nationally recognized statistical-rating organization (NRSRO)".

September 30, 2004 « AB 2853 made the submission of investment policies and quarterly
reports optional and therefore not a reimbursable mandate.

January 1, 2005 » AB 969 added 2 new sections, 6509.7 and 53601(p), that provide
specific criteria and authorization for the formation and use of joint
powers authorities for pooling funds for investment purposes.

January 1, 2007 « AB 2011 added 2 new Code sections, 53601.8 and 53635.8, allowing
use of CD placement services through January 1, 2012.

January 1, 2008  AB 1745 added 53601(d), which allows municipal bonds from any of
the other 49 states.

November 16, 2009 <« LAIF's deposit limit raised from $40 million to $50 million.

January 1, 2011 » SB 1344 removed January 1, 2012 sunset date for eligibility of CD
placement services.

January 1, 2012 » SB 194 added federally-licensed branch of a foreign bank to list of
eligible issuers for negotiable CDs.
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Who Does It Apply To?

» 53600 defines a “local agency” as any:

County
City
City and County

School District
Community College District
County Board of Education

County Superintendent of Schools

Public District

Public or Municipal Corporation

© 2013 PFM Asset Management LLC

Typically required
to invest through
County Treasury





Standard of Prudence (53600.3)

» Code defines the standard of prudence for public funds to be the Prudent Investor
Standard, which states that:

“When investing, reinvesting, purchasing, acquiring, exchanging, selling, or
managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including, but not limited to,
the general economic conditions and the anticipated needs of the agency, that a
prudent person acting in a like capacity and familiarity with those matters would
use in the conduct of funds of a like character and with like aims, to safeguard
the principal and maintain the liquidity needs of the agency.”

* Members of Board and anyone authorized to make investment decisions are
considered trustees and fiduciaries subject to this standard of prudence.

« Permits investments to be acquired.

« Considers investments as part of overall strategy/portfolio.
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Standard of Prudence (53600.3)

Prudent Investor Rule: Prudent Person Rule:

“When investing, reinvesting, purchasing, “Investments shall be made with
acquiring, exchanging, selling, or judgment and care under

managing public funds, a trustee shall circumstances then prevailing which
act with care, skill, prudence, and persons of prudence, discretion,
diligence under the circumstances then and intelligence exercise in the
prevailing, including, but not limited to, management of their own affairs, not
the general economic conditions and the for speculation, but for investment,
anticipated needs of the agency, that a considering the probable safety of their
prudent person acting in a like capital as well as the probable income
capacity and familiarity with those to be derived.”

matters would use in the conduct of
funds of a like character and with like
aims, to safeguard the principal and
maintain the liquidity needs of the agency.
Within the limitations of this section and
considering individual investments as part
of an overall strategy, investments may
be acquired as authorized by law.”
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Objectives (53600.5)

1. Safeguard principal of funds under control

2. Meet liquidity needs of depositor

3. Achieve a return on the funds under control
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Application of 53601

« Agency types: Cities, districts, local agencies who do not pool money in deposits or
investments with other local agencies with different governing bodies.

— Directs local agencies pooling money with other local agencies to 53635,
which directs local agencies back to 53601 with a few caveats.

* Fund types: Sinking funds or moneys in treasury not immediately required.

» Delivery of securities: Must be in agency’s name and delivered to the agency or a
third-party custodian.

« Application of percentage limits: Date of purchase.

« Maximum maturity: Five years unless otherwise stated or council/board has
approved longer-term investments at least 90-days in advance.
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Summary of Investments Permitted by 53601

Overnight | 180 Days | 270 Days 1 Year 5 Years | Beyond 5 Years

U.S. Treasuries Pe ed Requires Approval
Federal Agencies Pe ed Requires Approval |
- O Municipal Securities Pe e0 Requires Approval |
< O Negotiable Certificates of Deposit Pe e Requires Approval |
8_ 3 Commercial Paper Pe ed Prohibited
_%‘ (:D Bankers’ Acceptances Pe e Prohibited
8 S" Medium-Term Corporate Bonds (“A” or Better) Pe ed Prohibited
(BD E_, Asset-Backed Securities (ABS) Pe ed Prohibited
: Repurchase Agreements Pe ed Prohibited
Mutual Funds/Money Market Funds Pe ed Prohibited
Local Government Investment Pools
- Foreign Sovereign/Supranationals Prohibited
< Commercial MBS Prohibited
o High-Yield Prohibited
_%_ 8 Private Placements Prohibited
8 % Convertibles Prohibited
g Non-U.S. Dollar Investment Grade Prohibited
Emerging Markets Debt Prohibited
Domestic Small/Mid Cap Prohibited
m Domestic Large Cap Prohibited
é’ Domestic Value/Growth Prohibited
%: International Small/Mid Cap Prohibited
@ International Large Cap Prohibited
Emerging Markets Prohibited
> Commodities Prohibited
g Real Estate Prohibited
S Hedge Funds Prohibited
9:'1. Private Equity Prohibited
é Venture Capital Prohibited
@ Tangible Assets Prohibited
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Permitted Investments — Government Issuer

U.S. Treasuries (b)

Federal Agencies (f)

— Including up to 20% mortgage-backed securities

Local agency’s own bonds (a)

State of California bonds (c)

California local agency bonds (e)

Bonds issued by 49 other states (d)
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Permitted Investments — Non-Government Issuer

« Bankers’ acceptances (g)
— 40% of portfolio

— 180 day maximum maturity

« Commercial paper (h)
— 25% (40% by 53635 (a)(1)) of portfolio
— 270 day maximum maturity

— Credit criteria

* Negotiable CDs (i)

— Issued by nationally or state-chartered bank, savings association, federal
association, state or federal credit union, or by a federally- or state-licensed

bank branch of a foreign bank
— 30% of portfolio

— Conflict of interest limitation
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Permitted Investments — Non-Government Issuer

* Repurchase and reverse repurchase agreements (j)
— 1 year/92 day maximum maturity
— Counterparty, collateral, and other requirements

* Medium-term notes (k)
— 30% of portfolio
— 5 year maximum maturity

— Issued by corporations organized and operating in U.S. or depository
Institutions licensed by U.S. or any state and operating in U.S.

— Aor better

* Mortgage- or asset-backed securities (0)
— 20% of portfolio
— 5 year maximum maturity

— Issuer rating of A or better, issue rating of AA or better
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Permitted Investments — Pooled

« Shares of beneficial interest issued by a diversified management company (I)

— Money market mutual funds
« 20% of portfolio
* AAA by two or more NRSROs or Advisor requirements

« Stable net asset value (NAV)

— Mutual funds

« 20% of portfolio, no more than 10% in any one fund
* AAA by two or more NRSROs or Advisor requirements
» Variable net asset value (NAV)

« Underlying investments must be same as CGC

© 2013 PFM Asset Management LLC 13





Permitted Investments — Pooled

» Shares of beneficial interest issued by a joint powers authority (p)
— Local government investment pools (LGIPS)

— Adviser requirements
 State of California’s Local Agency Investment Fund (LAIF) (16429.1)

« County Treasurers’ pools (53684)
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Permitted Investments (53635)

* For agencies that pool money with other local agencies that have different
governing bodies.

 Difference from 53601
— 40% of portfolio in commercial paper

— 10% of portfolio in commercial paper of any one issuer
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Authorized Securities Dealers (53601.5)

* Direct issuers

* Broker-dealer registered with California

« Member of a federally regulated securities exchange (i.e., FINRA)

* National or state-chartered bank
» Savings or federal association

* Primary dealers

© 2013 PFM Asset Management LLC
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Prohibited Investments (53601.6)

Inverse floaters

Range notes

Mortgage-derived, interest-only strips

Security that could result in zero interest accrual if held to maturity

— Exempts mutual funds
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Deposit Placement Services (53601.8)

» 30% of portfolio

« Depository institution must have branch in California and be one of these types of
financial institutions:

— Nationally or state chartered commercial bank
— Savings bank
— Savings and loan association

— Credit union

 Must be FDIC or NCUA insured
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Other Permissions

« Can purchase investments through primary or secondary markets (53603)
* May sell or exchange investments prior to maturity (53604)

» May sell to raise cash for agency’s expenditures (53605)
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Delegation of Authority (53607)

« Board may delegate to Treasurer for one-year period
* Must be renewed annually

« Must make monthly report of transactions when authority is delegated**

*Commonly missed reporting requirement
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Reporting Requirements (53640)

* Quarterly reporting requirements are optional.

* |If providing quarterly reports, they must:

Be submitted within 30 days after quarter end.

Include: Investment type, issuer, maturity date, par amount, purchase price,
description of funds being managed by an outside party, market value and
source for any securities managed by an outside party that is not a local
agency or LAIF.

State that the portfolio is in compliance with the Policy or manner in which it is
out of compliance.

State the ability of the agency to meet its pool’'s expenditure requirements for
the next 6 months or explain why it cannot.
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Reporting Requirements (53646) Continued

—

—PFM

=

Managed Account Detail of Securities Held For the Month Ending September 30, 2012
Security Type/Description S&P Moody's Trade Settle Original YTM Accrued Amortized Market
Dated Date/Coupon/Maturity CUsSIP Par Rating Rating Date Date Cost at Cost Interest Cost Value
urity TyneSukals §40,000.00 §95,084.00 6,694.26 882,253.79 890,024.80
nvestment e ——
Type d Federal Agency Bond | Note
FNMA NOTES 3139BA5WS 295,000.00 AA+ Aaa 05/28/11  06/29/11 294,985.25 075 633.02 294,592.78 296,958.51
" . + d 1204 v . . 740, " . r .
Issuer 3134G3BFE 435,000.00 AA Aa 12/20/11 12/21/11 436,57.59 048 740.10 435,771.22 436,851.41
Maturity I137EACDS 1,150,000.00 AA+ Aaa 02/01/11  02/04/11 1,208,006.00 1.51 6,037.50 1,180,763.12 1,205,398.95
Date
FHLMC NOTES I137EACUL 445,000.00 AA+ Aaa 12/13/11 12/14/11 449,481.15  0.61 754.03 448,129.42 450,762.75
P DTD 05/02/2011 1.000% 07/30/2014
ar
EHLME NOTES JAITEAEYD 500,000.00) AA+ Aaa 08f15/11  08/15/11 507,140.00 0.52 472,22 504,498.33 507,035.00
Amount DTD 07/05/2011 1.000% 08/27/2014
FNMA GLOBAL BENCHMARK NOTES 31353MA4S 350,000.00 AA+ Aaa 0s/29/11  08/29/11 403,147.50 0.7% 8,069.44 387,347.45 390,878.51
DTD 03/30/2005 5.000% 04/15/2015
Purchase o
. EAMBMIE MAE (oL OBAL _BIOCITES Z4ZES0M R AQLC omn oo AB A nAllli IJ'« Al :-. 483,598-35 0.59 335.28 433.?59.6? 436r501.56
Price DTD 04/19/2012 0.500% 05/27/2015
FNMA NOTES 31398AU34 £10,000.00 AA+ Aaa 0s8/01/10  08/07/10 £29,673.60 1.5% 2,535.31 £21,562.37 £43,873.30
DTD 05/14/2010 2.375% 07/28/2015
Matket FNMA MOTFS (CALLARLEY J13SE0NGE 200 000,00 A8 A oing il neinziia 705,920,00——@-50 G000 2 - 799,498.40,
Value DTD 08/07/2012 0.500% 08/07/2015
FNMA NOTES 31398A4M1 700,000.00 AA+ Aaa 09/23/11  08/27/11 718,907.00 0.95 4,897.57 714,290.63 725,589.50

DTD 09/27/2010 1.625% 10/26/2015

FNMA NOTES 3135G0BAD 410,000.00 AA+ Asa 07/18/12  07/19/12 437,170.70 0.58 4,538.26 435,729.00 437,053.03
DTD 03/04/2011 2.375% 04/11/2016

FANNIE MAE NOTES 3135G0ESE 295,000.00 AA+ Aaa 06/05/12  06/07/12 301,678.80 0.85 1,532.36 301,210.72 304,169.78
DTD 10/20/2011 1.375% 11/15/2016

FAMNIE MAE GLOBAL NOTES 3135G0MZ3 520,000.00 AA+ Asa 09/06/12  09/10/12 521,289.60 0.82 417.08 521,274.76 522,618.72
DTD 07/20/2012 0.875% 08/28/2017

Security Type Sub-Total 5,995,000.00 7,191,260.54 0.90 32,122.17 7,129,293.45 7,207,290.22

© 2013 PFM Asset Management LLC 22





Investment Policies (53640)

» Counties:

— May annually render to the board of supervisors/oversight committee a
statement of investment policy, which board shall review and approve at a
public meeting.

— Any change in the Policy shall be reviewed and approved by the board at a
public meeting.

» Local Agencies:

— May annually render a statement of investment policy to
council/board/oversight committee, which shall be considered at a public
meeting by the council/board.

— Any change in the Policy shall be considered by the council/board at a public
meeting.

© 2013 PFM Asset Management LLC 23





Resources

California

» California Government Code (http://www.leginfo.ca.gov/cqi-
bin/calawgquery?codesection=gov&codebody=&hits=20)

 California Municipal Treasurers Association (http://cmta.org/?page=39)

National

» Association of Public Treasurers (http://www.aptusc.org/certifications/investment-
policy-certification)

* Government Finance Officers Association
(www.gfoa.org/downloads/sampleinvestmentpolicy.pdf)

* CFA Institute (http://www.cfapubs.org/doi/pdf/10.2469/ccb.v2010.n13.1)

© 2013 PFM Asset Management LLC 24
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Disclaimer

This material is based on information obtained from sources generally believed to be reliable and
available to the public, however PFM Asset Management LLC cannot guarantee its accuracy,
completeness or suitability. This material is for general information purposes only and is not
intended to provide specific advice or a specific recommendation. All statements as to what will or
may happen under certain circumstances are based on assumptions, some but not all of which are
noted in the presentation. Assumptions may or may not be proven correct as actual events occur,
and results may depend on events outside of your or our control. Changes in assumptions may
have a material effect on results. Past performance does not necessarily reflect and is not a
guaranty of future results. The information contained in this presentation is not an offer to purchase

or sell any securities.

© 2013 PFM Asset Management LLC





		�

		Important Codes Related to Investments

		History of Changes Since 2001

		History of Changes Since 2001

		Who Does It Apply To?

		Standard of Prudence (53600.3)

		Standard of Prudence (53600.3)

		Objectives (53600.5)

		Application of 53601

		Summary of Investments Permitted by 53601

		Permitted Investments – Government Issuer

		Permitted Investments – Non-Government Issuer

		Permitted Investments – Non-Government Issuer

		Permitted Investments – Pooled

		Permitted Investments – Pooled

		Permitted Investments (53635)

		Authorized Securities Dealers (53601.5)

		Prohibited Investments (53601.6)

		Deposit Placement Services (53601.8)

		Other Permissions

		Delegation of Authority (53607)

		Reporting Requirements (53646)

		Reporting Requirements (53646) Continued

		Investment Policies (53646)

		Resources

		Disclaimer




The Role Demographics Plays on
the Economy, Investments and
OPEB Trusts
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The Immigration Adjusted Birth Index
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Key Consumer Expenditures/Investments
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The Spending Wave
Births Lagged for Peak in Family Spending
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Salty Snack Purchases vs. Age

70 — Potato
chips
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Source: U.S. Bureau of Labor Statistics Consumer Expenditure
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Motorcycles vs. Age
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RV's vs. Age
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New Cars vs. Age
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Men's Shirts
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Spending on Drugs
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Healthcare Spending Wave
Births on a 80-Year Lag
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College Enroliment

18-Year Lag on Immigration-Adjusted Births
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Education, Healthcare Costs vs. CPI
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Rapid Growth in Student Loans

42% of Total Federal Assets!
Federal Loans to Students dshort.com

Billions Recessions Highlighted
200

| |
The two callouts arefor Q4 2007 and Q2 2013. The
700 -loan balance has risen 503%, most of which dates
from after the last recession.

800 T\Mote: Federal Loansto students account for less

than halfthe student loan total.
SO0 T T T :

400

300

200

100

0 #:H-u-"l"'T‘-“.

. ©2013 Douglas C. Robinson

Source: Federal Reserve, Flow of Funds Table L.105, Advisor Perspectives — Doug Short, 2013





History of Inflation

Monthly Inflation: 1872 to Present dshort.com

Bureau of Labor Statistics Annualized Inflation Rate = 1.96%

WwI
Inflation

Post WwWI
Deflation

WWII Inflation
with price
control
Interlude

August 2013

Stagflation of the
'70s and early "80s

10-Year Moving
Average = 2.43%

f

Deflation of the
Great Depression

1910

Source: U.S. Bureau of Labor Statistics, Advisor Perspectives — Doug Short, 2013

1920

This chart shows the official Consumer Price Index for
Urban Consumers (CPI-U) published by the Bureau of
Labor Statistics (BLS), which began tracking inflation in
1913. The earlier metrics are from Warren and
Pearson's price index.

1970 1980

© 2013 Douglas C. Robinson






What's in CPI?

Consumer Price Index Components”

3.4%
m Food & Beverages (15.261%)

m Housing (41.021%)

m Apparel (3.564%)

m Transportation (16.846%)

m Medical Care (7.163%)
Recreation (5.990%)
Education & Communication (6.779%)
Other Goods & Services (3.376%)

3.6% *Note: Offical weights are to 3 decimal place

Source: BLS; The most recent reweighting was in December 2012,

© 2013 Douglas C. Robinson
Source: U.S. Bureau of Labor Statistics, Advisor Perspectives — Doug Short, 2013






What's in CPI?

Inflation Since 2000 dshort.com

September 2013
Inside the Consumer Price Index Data through August

The Eight Components of CPI

66.9%

The green bars are the eight components of CPI. Core CPI excludes Food and Energy.
Energy isa major subcomponent of Transportation and a minor subcomponent of Housing.
College Tuition & Fees is a subcomponent of Education & Communication.

© 2013 Douglas C. Robinson

Source: U.S. Bureau of Labor Statistics, Advisor Perspectives — Doug Short, 2013





Total U.S. Debt Outstanding

1977-2012

60 - Federal Govt Trust Funds

Federal Govt

S0 1 mState and Local Govt
® Financial Sector

40 - u Foreign
= Corporate y / |[Financial
m Consumer Credit $13.8Trn

= Home Mortgage Foreign
A $2.3Trn

20 - Corporate
$12.7Trn

10 | ____/__./.._.,._.,_.;,-;,;-,._.; e = CO n S u m er
612 2Trm

: | Government
$19.4Trn

30 -
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c
lg
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E

0
1977 1985 1993 2001 Total:

$60.4 Trn

. aotal - © 2013 Douglas C. Robinson
Data Source: Federal Reserve Flow of Funds Report, Treasury Direct,






Total U.S. Debt Growth vs. GDP

Total U.S. Debt e=—=GDP

Debt Growth= 773%

l

Debt = 2.54x GDP
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Data Source: St. Louis Federal Reserve, Treasury Direct, Dent Research ,2013 & © 2013 Douglas C. Robinson






Total U.S. Debt as % of GDP, 1870-2012

2009= 382.8%

1933= 299.8% 2003= 301.4%
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Unemployment Rate Adjusted for
Workforce Decline, 2004-2013

BLS Unemployment Rate —Adjusted Unemployment

13%
12% A
11% A
10% A
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8% A

7% -

6% A
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4% I I I I | I I I
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RCM
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Data Source: St. Louis Federal Reserve, Dent Research, 2013






Plight of the Peak Earner
Age 45 - 54

Median Real Household Income Growth dshort.com
Ages 45 to 54

Age of Head of Household
Income Chained in 2012 Dollars
| Recessions highlighted in gray

Source: Bureau of Labor Statistics, Bloomberg,

: : las C. Robi
Advisor Perspectives — Doug Short, 2013 P ABlERgles G ebinsor






Median (Real) Household Income
Declines from Peak Year

Age Bracket of
Head of Household

Peak Year

Peak
Income

2012
Income

Percent
Change

15to 24

2000

$37,129

$30,604

-17.6%

25to 34

2000

$59,219

$51,381

-13.2%

35t0 44

2000

$71,683

$63,629

-11.2%

45 to 54

1999

$78,410

$66,411

-15.3%

55 to 64

2007

$63,549

$58,626

-7.7%

65 and older

2012

$33,484

$33,848

0.0%

Source: Bureau of Labor Statistics, Bloomberg, Chained in 2012 dollars

Advisor Perspectives — Doug Short, 2013

aotal - © 2013 Douglas C. Robinson






Average (Real) Household Income
Cumulative Growth By Quintile

dshort.com

(Sourw: Census Bureau Real Mean Household Income Cumulative Growth
Data from 1967-2012 . e
By Quintile and Top 5%
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Home Price to Income Ratios
Around the World

®EHome Price to Income Ratio, 2013
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Shanghai vs. SF Bay Area

House Price Index

Shanghai +415%!

s —\ SF Bay Area+1059

/\/_/ W

Source: Global Property Guide, Case-Shiller Home Price Index,
Dent Research, Bloomberg, 2013 caeial  © 2013 Douglas C. Robinson
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Record NYSE Margin Debt

NYSE Investor Credit and the Market dshort.com

September 2013

Billions I Positive Credit Balance B Negative Credit Balance ¢ Current Balance ——S&P 500 Monthly Closes

5200 T T T
Credit Balance is calculated as the sum of Free Credit Cash Accounts
and Credit Balances in Margin Accounts minus Margin Debt.

Note: Latest NYSE data as of August 2013 L J

Investors Have
Positive
Credt Balances

A

nvestors Have
Negative
Credit Balances

Tech Bubble

2000

Source: NYSE, Bloomberg, Advisor Perspectives — Doug Short, 2013






S&P Index ‘Wide Channel’
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OPEB Funding
Liability Driven Investing (LDI)

Match asset allocation risk/return with liabilities

/I/d ‘\
: Balance
Sl Balanced

16-35 years Growth Capital Preservation
o 10-15 years 1-9 years :

PP PP PP

Age 25 - 44 Age 45 - 54 Age 55 - 64 Retirees

— 4
~

 Each group has a different time horizon and liability, not one size fits all

» Establish goals-based investment strategy, preclude investor behavior

Source: RCM, SEI 2013 o |
Pt S I © 2013 Douglas C. Robinson






OPEB Funding
Liability Driven Investing (LDI)
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Douglas C. Robinson — Independent Registered Investment Advisor

Doug Robinson is the principle of RCM Robinson Capital Management, an SEC
registered investment advisory and management firm specializing in institutional
fixed income securities and OPEB trust asset allocation strategies. Doug is a
frequent guest speaker and long-time member of the California Municipal
Treasurers Association. With over thirty years in the investment industry, he is the
editor of robinsoncapital.com, an educational web site providing investors with
information on institutional fixed income, GASB 45 mitigation strategies and
portfolio management. Doug is also a Branch Manager and Registered Principal
with Foothill Securities.

Doug received his Bachelors of Science degree in Economics from University of
Missouri-Columbia and is co-author of “Boom or Bust - Understanding and

Profiting from a Changing Consumer Economy”.

www.robinsoncapital.com/fi main.htm

The information contained herein is based on sources and data believed reliable, but is not guaranteed.
Advisory services offered through RCM Robinson Capital Management LLC, SEC Registered Investment
Advisor. Securities offered through Foothill Securities, Inc., Member FINRA/SIPC. Douglas C. Robinson,
Registered Representative.

RCM Robinson Capital Management LLC
3997 Washington Street
San Francisco, CA 94118

Toll Free: 800-334-8140  Phone: 415-771-9421 Fax: 415-762-1980
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Building Win-Win Relationships

Terry McCall

President

Portfolio Services for Government
WWW.ps4gov.com

Susan Munson

Founder & CEO

Fixed Income Academy, LP
www.fixedincomeacademy.com
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“ACADEMY"

Why Should You Care?

*"Improve investment results.

=Create a more pleasant working environment.
"Decrease stress.

*"Improve your reputation. Itis a small world!!
"Increase job security & opportunity for advancement.

*Practicing clear & concise communication saves time.





. Portfolio Services for Government, LLC

HEHI]EM! :
Specific Ways You Will Bene
= Your Reputation

= depends on your ability to manage a trouble free
portfolio & effectively communicate results.

= depends on your ability to manage relationships with
vendors & service providers.

= Service providers will put in extra effort for a client that
values their input & treats them with respect.

= Clients that treat relationships as partners will often see
trade ideas first, which can lead to improved results.

= Because you are ultimately responsible, do not be afraid
to terminate relationships that are uncomfortable, even if
you cannot pinpoint reason for lack of trust.





“CADEMY"

We are going to discuss ways to:

Establish: Understand Roles
Evolve: Fiduciary Responsibility
Connect: Incorporate Best Practices
= Review: Lessons From the Field
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“CADEMY"

Life Lessons:

Cut 1: Overcharging: how much is too much?
Cut 2: What role is your provider playing?
Cut 3: What is betting against clients?

Whose responsibility is it to understand?

@ @ @ portfolio Services for Government, LLC





“CADEMY"

Establish: Understand Roles

Articulate Roles & Financial Goals
Consider Business Models
Disclosure Compensation Structures
Acknowledge Natural Tensions

= “us” versus “them”

= “safety” versus “yield”

= “risk” versus “reward”





“ACADEMY

Commonly Used Providers

Underwriters

Financial Advisors

Investment Advisors/and
Managers

Investment Consultants

Bank Custodians

Bank Trustees

Broker Dealers

Help Issue & Sell Bonds
Help Issue Debt

Manage Investments

Advise Investment Strategy
Safe keep assets
Hold assets as a Fiduciary

Buy/Sell securities
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All Parties Need To Make Money

\ /






“ACADEMY

Why Compensation Structures Matter

»Compensation drives human behavior over time.
* |n the short run, people may provide service with no
economic benefit, but doing so is not sustainable.

=Consider both the firm’ s compensation & the individual's
compensation. Some things to consider...

» Sales people are sometimes compensated more to sell
certain products over others. May or may not be In
Interest of client.

* |nvestment managers & advisors are compensated the
same whether or not they seek the best price for you.
Tracking a benchmark can help.





“ACADEMY

Why Compensation Structures Matter

Business objectives must impact service models.

If a firm does not make money selling a certain
product, i.e. commercial paper, it will be difficult to
find a firm or individual interested in selling it or
providing after trade customer support.

11





“ACADEMY"

4 @ portfolio Services for Government, LLC

Seeking Balance

\What is optimal?
» Appropriate degrees of safety, liquidity & yield

=Competing forces create a natural tension.
= Safety vs yield; us vs them; risk vs reward

=Cannot deny impact of human relationships!

Even acknowledging that a natural tension exists
will help investors strike a suitable balance.

12





“ACADEMY"

Evolve: Fiduciary Responsibility

Who is a Fiduciary?
“Person legally appointed and authorized to hold
assets in trust for another person. The fiduciary

manages the assets for the benefit of another
person rather than for his or her own profit. ”

Compliments of Investopedia

13





“ACADEMY"

Dodd-Frank Sparked a Debate

“Studies have shown that few investors realize that the standard of care
they receive depends on the type of investment professional they use.
And often investors do not know which type of financial professional
they are relying on,” said SEC Chairman Elisse B. Walter. “This request
for information will help us in our ongoing consideration of alternative
standards of conduct for certain broker-dealers and investment advisers,
as well as potential harmonization of other aspects of regulation in this
area.

To view SEC Request dated 03/01/2013
http://www.sec.gov/news/press/2013/2013-32.htm

14
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“ACADEMY"

4 @ portfolio Services for Government, LLC

Brief History of Discussion

*As required by Dodd-Frank, SEC released a 200 page “Study on
Investment Advisers and Broker Dealers” in January 2011.
=Despite staff recommendations, little has been implemented.
»\arious regulatory bodies are stuck on definitions. For example,
we await definition for the terms Financial or Municipal Advisor.
=Appear to be moving in the direction of “harmonizing” a standard
and using the current standard for investment advisers for broker
dealers.

*Request for comment closed June 2013.

=Definition of Municipal Advisor released 9/18/13.

15





“ACADEMY"

Dealing Fairly versus Fiduciary Duty

Providers, such as Broker-Dealers, are highly regulated &
required to deal fairly with clients under a “duty of loyalty”
even if they are not considered fiduciaries. Some elements
Include:

*Must eliminate and/or disclose potential conflicts

sMust make suitable recommendations

16
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Dealing Fairly versus Fiduciary Duty

L

Courts have ruled in some cases that broker-dealers acted as
fiduciaries.

The ongoing debate about who is or is not a fiduciary is
causing many providers to rethink their business and service
models.

Stay tuned!

17
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Investors as Fiducilaries

At minimum, you are the moral equivalent of a fiduciary.

*The fiduciary responsibility of optimizing returns is often
overlooked, especially by newer financial officers.

*Pay thoughtful consideration to earning a reasonable
yield without sacrificing safety or liquidity, of course!

=Often, appropriate duration management can improve
yield without increasing credit risk. Asset/Liability Mgmt

Key!
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Connect: Incorporate Best Practices

= |nstitute a culture of “Trust & Verify”

= Develop balanced disclosure practices
= Communication begins with trust

= Promote Collaboration

= Utilize new communication tools

i or ernment, LLC
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“ACADEMY

Institute A Culture of “Trust & Verify”

4 portfolio S ervices for Government, LLC

»All relationships are based on mutual trust
*\Wise investors are most influenced by trust
*Do not go by feelings alone

*Ask peers for suggestions

»Ask for references and check them
*Require Broker-Dealer Questionnaire or RFI

(Request for Information)

20





“ACADEMY

Do Your Own Checking

*Google “FINRA Broker Check” or visit
http://www.finra.org/Investors/ToolsCalculators/Broke
rCheck/

*Check ADV for advisors at
http://www.adviserinfo.sec.gov/IAPD/Content/Search
/lapd_Search.aspx

Plus ask the question...
Does your firm now have, or ever had, adverse
Information reported in SEC form ADV?

21
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Do Your Own Research
To learn about the quality of financial institutions...

*PMA Financial Network
http://www.pmanetwork.com/splash.aspx

*Thomson Reuters (formerly Highline Banking

Data)
http://www.highlinefi.com/site/products/index.html

And lastly...
Always obtain, match and retain written trade

confirmations from bank custodian or trustee

22
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Develop Balanced Disclosure Practices

*There are currently a wide range of disclosure practices
among municipal entities.

»Society has moved to demanding full disclosure.

=Consider all constituents:
» Elected Officials
= Employers
* Public or Shareholders
= People with whom you do business
» Remember, even though you may be dealing with an
Institution, you are really dealing with people

23





“ACADEMY"

Balanced Disclosure Practices

*Financial information is public, but still consider the
amount that is readily available versus on a inquiry basis.

*Too much information could cause confusion by the
casual reader, if not presented appropriately.

=Provide summaries & with a note that detailed
Information is available upon request.

"\When requested, respond to questions personally, by
phone if possible as opposed to email. It's more
personal.
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Tools Help Tell Your Story

*For public investors, CAFRs are a good way to disclose
to public.
» Use the notes section to provide detail.

*Robust reporting software will likely save time & money
& help develop engaging, useful reports.

"\Websites are a good way to put out information.

= Make sure you are able to dedicate resources to
keep up!

25





“ACADEMY"

Communication Practices

*Know your audience
* Be sensitive to time constraints of other party
= Best way to find out...ask!

*Relay a consistent message to all parties
= Will ultimately save you time
= Best way to ensure quality service

*Meet face to face with vendors periodically
= Always varies but once a year works well for many
= Conferences are a great place for face time

=Caution against keeping everything too “close to the
vest”
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New Communication Tools

*The incoming generation of professionals is comfortable
with new methods of communication.

*Deciding how your organization is going to use social
and networking tools will help attract quality staff.

*Technology can help maximize efficiencies.

»SEC is among regulators offering guidance regarding
use of social media and networks. Software is coming
online to assist with the added challenges in highly
regulated industries.





“ACADEMY"

4 @ portfolio Services for Government, LLC

Promote Collaboration

*Tell vendors how to do business with you
*Create and implement purchasing rules to give all a fair
shot

= Best way to treat everyone fairly

* [mprove the quality of proposals you receive

*Promote a “partnership” mentality
= Collaborative approach will improve results

We do not have to be adversaries!!

28





What would you do?

29





Hey, | gotta buddy!

Hey, Jim. It’ s Bob.

30





Have | got a deal for you!

Hey, Jim. Mitch here.






Thank You!

Enjoy the rest of the conference!

If you have any guestions,
do not hesitate to ask.

Terry McCall: terrymccall@ps4gov.com
Susan Munson: smunson@fixedincomeacademy.com

32





		�� Building Win-Win Relationships��

		Slide Number 2

		Slide Number 3

		Slide Number 4

		Slide Number 5

		Slide Number 6

		Establish: Understand Roles

		Slide Number 8

		Slide Number 9

		Slide Number 10

		Slide Number 11

		Seeking Balance

		Evolve:  Fiduciary Responsibility

		Slide Number 14

		Slide Number 15

		Slide Number 16

		Slide Number 17

		Slide Number 18

		Connect: Incorporate Best Practices

		Slide Number 20

		Slide Number 21

		Slide Number 22

		Slide Number 23

		Slide Number 24

		Slide Number 25

		Slide Number 26

		Slide Number 27

		Slide Number 28

		What would you do?

		Hey, I gotta buddy!

		Have I got a deal for you!

		Thank You!




CACTTC EDUCATION CONFERENCE

BURLINGAME, CA
OcToBER 10, 2013

‘‘‘‘‘‘
TR k.. Sk —

IMPROVING PORTFOLIO

W §%  PERFORMANCE THROUGH BETTER

" CASH FLOW FORECASTING

Remarks by:
Tim Schaefer

//‘ MAGIS ADVISORS

public finance consulting

1301 Dove Street, Suite 380
Newport Beach, CA 92660
Telephone: (949) 428-8363





The Cash Flow Forecast; Whatis It...?

e A management tool showing, as of a specific date or
time, an estimate of:

— the cash on hand
PLUS

— what cash will come in (receipts)
PLUS

— what cash will come from maturing investments
MINUS

— what cash will go out (disbursements)

e A good forecast tool enables the treasurer to
become a more effective investor

CASH IMPROVING PORTFOLIO
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The Cash Flow Forecast Is NOT . . . the Budget

1. Budgets are an entirely different 4. PROJECTION: a “what-if” exercise.
management tool Example: “What if the State reduced
2. BUDGET: the process of establishing our funding for budget item x’?”
appropriations of funds to meet 5.  FORECAST: “We think this can
projected needs reasonably happen and the results
3. There are essential differences shown are based on all knowable

U

between a “projection” and a factors that might affect the outcome’

“forecast”

6. The budget appropriations create “encumbrances” that reserve funds projected

to be available to satisfy projected liabilities; once they have been incurred, the
cash is what pays those liabilities. You need a FORECAST!

cASsH  |MPROVING PORTFOLIO
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Basic Goals for the Cash Flow Plan/Forecast

* Bring in the cash as quickly
as possible

e Use the cash for
identifiable/identified
obligations

e Hold on the to rest as long
as possible

e Keep the remainder

) i “Welcome to Change Management 101.
invested in the most We'll start with some free falls.”

efficient manner

CASH IMPROVING PORTFOLIO
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Benefits from Detailed Cash Flow Forecasting

e Assures greater liquidity
e Enables more effective investment decisions

— If you know that the cash remains available, you will
feel more confident in extending along the curve—
that usually produces better yields and lower ticket
costs

e Informs general management about the possibility of
improvement/deterioration of the agency’s fiscal
condition—a deteriorating cash position is one of the key
warning signs of fiscal crisis

IMPROVING PORTFOLIO
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Challenges in Preparing a Cash Flow Forecast

e How many periods to use?

(San Mateo, for example, uses 16; that enables them to “see” two revenue
cycles at once)

e How “granular” should the periods be?
The State, in the peak of the fiscal crisis on 2009, began using daily cash flows!

e Good cash flow forecasts require the committed engagement of operating
departments—this is not just a treasury function!

e It will require some education by you!

Operating departments are trained to think “budget,” but you want to re-train
them to think “cash;” that may be harder than it looks.

e The management cash flow forecast may share characteristics with the analysis
you do for TRANs, but don’t forget the audience!

The IRS doesn’t care if you run out of money—they just don’t want you to
earn arbitrage!

CASH IMPROVING PORTFOLIO
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Get Organized . ..

IMPROVING PORTFOLIO
| PERFORMANCE THROUGH BETTER
CASH FLOW FORECASTING

Decide on the forecast “horizon”
(Twelve months, sixteen months, etc.)

Determine the measurement period to be used

(monthly, quarterly, etc.; monthly is the most
common)

ldentify the “Big 3” revenue sources
(aggregate the others, unless they vary wildly)

Document, document, document
(you will be asked to explain the assumptions!)

Copyright 2013, Magis Advisors, Inc. All Rights Reserved Octo be r 10 20 1 3
?






Kicking it Up . ..

e Consider some form of statistical
analysis techniques to verify the
relationship between economic
activity and your “Big 3” receipt data

e The Philadelphia Fed publishes the
“Livingston Survey” as a useful tool to
obtain data on economic trends

* You are looking for high levels of
“correlation” between economic
events and your historical receipts

e Armed with that, you can model the
future—within reason!

e “Past results do not guarantee future
performance”

CASH IMPROVING PORTFOLIO
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Own Your Data . ..

* An effective cash flow forecast is a management tool,
therefore:

— Management needs to be involved

— Management needs to “own” the data prepared
by others

e This is NOT a clerical function!

€A S A IMPROVING PORTFOLIO
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e Consider using variance analyses to “score” your forecasting
accuracy after the fact—it will lead to improvement

e Variance analysis can help you forecast the future

— By examining pattern of receipts over the past years,
projecting receipts in the future may be easier (using % of
total approach)

e Use scenarios—they can improve your performance!

e Resource: “Tactical Financial Management: Cash Flow and
Budgetary Variance Analysis”

by Shane Kavanagh and Christopher Swanson, Government Finance
Review, October 2009.

IMPROVING PORTFOLIO
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Where do You Want to Be Today, Milt?

e Baseline: the most probable set of expectations, based
on the assumptions

e Optimistic: Results of “good things” happening to the
most volatile items

e Pessimistic: Results of “bad things” happening to
everything

In other words, if you drop the jelly bread, assume
that it will land face-down; and, that it will land on
brand-new, snow white, wool carpeting that costs $S90
per yard, uninstalled!
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Techniques. ..

e Document, document, document
e Use an “assumptions” page

e Gather your “inputs” that affect the -
scenarios on one page, label it that "SRl
way—this is where you can use
modeling to “learn” the future!

e Avoid “hard coding” of numbers
except where absolutely necessary

e The Excel “if ..., then...” formula
is your most powerful ally!

CASH IMPROVING PORTFOLIO
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Here’s an Example. ..

GEMEIRAL FEND BEGINNING CASH BALANCE
RECEFTS:
Property Texes
Sales Tenes
Cither temes
Al others combined

TOTAL EECEIFTS
DISBURSEAENTS:
Genewl govemment
Fulilic safety
Community sendces
Al otfrers combined
TOTAL DISBURSEMENTS
Net Cash Flow for Fetiod
GENERAL FAND ENBING gRSH BALANIE
[hefore [a8n= or repaynts
TENTPORARY LOAMS [REF VENTS]!

CUMULKTIEE LORN BALRNEES
VNUSED BORROWA BLE RERCURCES:

TATALOF CASH B UNUSEIRRORROWGRIES
CASH & EORBOWABLLES 2 OP CISBURSEMENTS

CASH & EORROWABLESTOH Jof D busmemants]

£

g

Unsssigned fond balance resome leud perpoliey: $1.2 milllon

IMPROVING PORTFOLIO

CASH FLOW FORECASTING

+ PERFORMANCE THROUGH BETTER

Auzust Ssprambser Quroher Dipugmbgr
- % -5 - ¥ -3 -
- & - % - % - % -
-3 -3 -8 k] =
-8 -5 -5 5 =
NA NA NA NA

NA NA NA NA

Copyright 2013, Magis Advisors, Inc. All Rights Reserved

Dscambgr lenusry Esbruops Idorch 2l
L] - % - & -5 - 8
3 - & -4 - 35 - 5
3 -3 -3 -3 -3
3 - % -5 - 5 -5
NA NA NA NA NA
NA NA NA NA NA

October 10, 2013
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About the Example. ..

e The only data that is “hard coded” is the yellow box that shows The
starting cash

 The pink field at the bottom populates from an assumptions page

 The “available/borrowable” resources can include both internal and
external borrowings (use caution!)

 The line highlighted in black is where the “if, then” statements can be
entered, using the data from the assumptions page, including the “policy-
driven” reserve level shown as a note at the bottom.

e Learn to use the Excel “camera” tool to show you the results of your inputs
as you make changes

* Notice the “% of total” column—that’s designed to help policy-makers
understand the dynamics of the scenario results based on the “Big 3”

* Notice that the analysis shows the “days cash on hand” in the last line—a
valuable tool for comparing year-over-year data and estimating “basic”
liquidity

IMPROVING PORTFOLIO
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Adapting to Your Daily Needs. ..

e |If you have done any variance analysis, you’ll already have a sense of what
days of the month are more “cash plentiful” than others.

e That’s why a granular analysis of the data is critical.

e Consider reducing the length of the period being forecast for those
months that are particularly lean (that’s what the State does!)

e REMEMBER: always, always observe the minimum “safe” level.
(You have determined that, haven’t you?)

e Consider developing a “wedge” strategy instead of a simple ladder until
you get better at the forecasting.

 Once you've become proficient, you’ll be extending out the curve and
improving investment performance in no time!
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Questions and Discussion. . .

Thoinks
Moite

Gracias

c As H_ |MPROVING PORTFOLIO
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More information is available from. ..

—

e GFOA
e Especially “Treasury Management” Newsletter of
April 6, 2007 (Vol. 25, Number 4)
e Policy statements and “best practices” from their web site

 The credit rating agencies

 Each other!

e This type of conference; CDIAC publications, etc.

* Federal Reserve Banks, especially Philadelphia and St. Louis
e “Cash Flow Forecasting Guide.”

(Association of Public Treasurers of the United States and Canada)

H IMPROVING PORTFOLIO
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The Speaker. ..

TIMOTHY J. SCHAEFER
Principal Owner

00127031

CASH IMPROVING PORTFOLIO
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Tim Schaefer is the founder of Magis Advisors, a public finance
consulting firm in Orange County, California. He has more than forty
years of experience in the municipal securities industry.

Prior to entering the financial advisory field, Tim managed the
national municipal trading desk at Chemical Bank in New York City.
He also managed the Public Finance Division of Bank of America in
San Francisco.

He served more than twenty years on the Technical Assistance
Committee to the California Debt and Investment Advisory
Commission (including three terms as its chairman) and three years
as a private sector advisor to the Standing Committee on
Governmental Debt of the Government Finance Officers Association.

He is a co-author of the California Public Funds Investment Primer,
published by CDIAC in 2006 and has authored a number of articles
on the field of municipal finance.

Tim is a registered investment advisor representative. Magis is an
SEC and MSRB-registered municipal advisor.

/|

Macis Apvisoks

prblic finance consulting
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Jroperty

System Committee
Property Tax Systems

— Speaking from Experience






CACTTC Property Tax System
Committee (Counties)

o Santa Clara e Sonoma

e San Mateo e Riverside

e Contra Costa e Solano

e Orange e Lassen

e Sacramento e Tehama

e Nevada e San Joaquin
o Alameda e El Dorado
o Lake e Fresno

@ CACTTC Education Conference 2013






Discussion Panel

e Rupal Mehta e Greg Paden
(Santa Clara County) (Nevada County)

e Debbie Bashe e Myles Harrington
(Riverside County) (Grant Street Group)

e Kan Wang e Steven Strong
(Riverside County) (Thomson Reuters)

e Cynthia Gibbs * Brice Bins
(Sacramento County) (Contra Costa County)

CACTTC Education Conference 2013






System Replacement Process

*The County’s Perspective on
System Replacement

@ CACTTC Education Conference 2013
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System Replacement Process

e The Vendor’s Perspective on
System Replacement

@ CACTTC Education Conference 2013
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System Replacement Process

*The In-House Designer and
Builder’s Perspective on System
Replacement

@ CACTTC Education Conference 2013






Topics for Discussion

e The dream system...Does it exist?
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Questions or Comments?
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TOT Methodology
& Technology Panel

A Tale of Three Counties

. Mariposa County
. Monterey County
. San Francisco City and County
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PRESENTED BY:

.  Keith Williams

Treasurer — Tax Collector
Mariposa County

- Mary Zeeb

Treasurer — Tax Collector
Monterey County

- Loretta Lieberman
Business Tax Account Services Manager
City and County of San Francisco
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MARIPOSA COUNTY

Keith Williams
Treasurer — Tax Collector
Mariposa County
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MARIPOSA COUNTY

Tax / Assessment
10% Transient Occupancy Tax
|% Tourism Business Improvement District

Number of Accounts
27 Hotels

2| Bed & Breakfasts
415 Transient Rentals (245 managed by four companies)

463 Grand Total

Averaged 40 new rentals last 3 years

L CACTTC
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MARIPOSA COUNTY
Set Asides - Who Gets the Money

Mariposa Yosemite Tourism Bureau
Mariposa Chamber of Commerce
Mariposa Visitor’s Center

Mariposa Art’s Council

Mariposa Storytelling Festival

Mariposa Butterfly Festival

L CACTTC
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MARIPOSA COUNTY

Enforcement
-« Unsecured Taxes — Revenue & Taxation Code
. Letters
. Liens

. Bank Levy

- Twice Penalty — Operating without a Certificate

x:f‘-;';/':'-%cf CACTTC
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MARIPOSA COUNTY

New Operators

- Operators make first contact
Fictitious Business Name Statement
- Word of Mouth (neighbors, other operators)

- Scan the Internet
. VRBO

- Airbnb
- Homeaway

- Trip Advisor

x:f‘-;';/':'-%cf CACTTC
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MARIPOSA COUNTY

Technology
County Website

- Self-calculating forms
- Exemption forms
- County Ordinance

New web-based TOT program

- All transactions completed and stored online

E-checks

AN EDUCATION CONFERENCE 2013
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Transient Occupancy Tax System

Trannient Rentals Partien Reports
Transient Rental Search
Transient Rental Details
Name [concession
Status =
Cen #
Pany
Type
5 resafls found
Yosemte Concession 2001013
Yoseme Concession 2001023
Yosemte Concession 2001015
s Yosemte Concession 2001014
. Yosemite Concession 2001012
TR Mestory @
Torartite Faces in Paradie
Totemae Peregrine Lodgrg OQuickSearch
Yoramite Peregrine Lodgeyg
Yozemas Park Mace
> rrass Fus . \
Yorsmite Hecna o0 - Y
Yoremae Kscape L———)
Chateas Yoremee New TR )

Wack Cak Ranch

CACTTC

EDUCATION CONFERENCE 2013

Date Ranges

Applcation = to
Centificate = to
Inactive A to

Number Ranges

4 &l

£
=

£3 )

Bed Count to
Occupants to

Cinvity Bower, Manaper

Cincty Bower, Mannger Transient
Cincty Bower, Manager  Hotel
Cindty Bower, Macnger  Hotel
Cindly Bower, Manager Hotel

104

245
123

Mariposa County

Hi, Karen 0

[ Search

)

Site Information
APN

Distnct

Area

Strest

City

Zip

Highway 140 Yosene
Hoghway 140 Yosenge
Hghway 140 Yoserde
Highway 140 Yosamte
Hghway 140 Yosemite

o000 o





€ C' [ manposa tot bluefinui com/”Fout

Transient Occupancy Tax System Mariposa County
Transient Rentals Partios Reports

i, Karen )
Locked Tax Return Details {Cannot be akered due o credits being already set and/or aPORER . (o dutn has besn odded “cave 1
Tax Return Information

iting Fonod July 2013
~  Porving Tax Ret 1

orelieums o) Gross Recoipt [ 5149557323

Augrast 2013

=4 G Tax Returns (3) Exompt Recoundts | 5000]

July 2013 Total Taxabk $1,405573.23
June 2013
May 2013 Charges

10% of Taxable Recegpts

: y ' yments
08.01.2013  TOY Tax

$ 149,557 52 $0.00 $ 149557 32 $000
08.01.2013  TEO Tax 1% of Taxable Recegts 31485573 $000 $1455573 $000
Totals $ 16451005 $0.00 $ 16451305 $0.00
© Add Adddional Charge
.
.
o

TR History |

Yosemie Concassin

Postirosk Cabwn

OuickSearch
Yosemie Concassim
Yosemta Places m Paradie

Yosemite Paregroe Lodgey

Search
Yosemita Persgroe Lodges
r -
Totemte Pah Foce New TR

Yosemta Henness Fatgn

CACTTC
EDUCATION CONFERENCE 2013






Transient Occupancy Tax System

Tranwient Rentals Parties Reports

Mariposa County

i, Keren )

Transient Rental
Transient Rental Information
Business Name L_
Application Submatted  11-19.1993 =5
= Perwiirn Toax Retuens (1)
v »s Contificato Status Actho =
August 2013 N
v Tax Retuns (3) Centificate Issued 03-25-2001 58
ddy 2013 Cenrtificate Number 2001015
dune 2013 Centificate Amended? v/
May 2013
Amended Notes Cen# 162 originally issued for ail units in the park
Rental Type Hotel |
# Of Beds 245
: # Of Occupants 0
e Site Information
APN 008-180-
Supemvsor District District 1 =l
Geographic Area Yosemie National Park =
Address t ’ Highway 140 =
Yoserite National P cA B 95380
| TR Hestory — | Phone Number (209) 372-1001
YosurrAe Concassnn '—‘_o—‘-cé
LOPREN S OuickSearch
YoserrAie Paces n Paddie
Tosamde Peregrve Lotgeg
Ae Parngrne Lodgeg  ——————————
Search
Yosamae Pack Plsce (-
Yorermtte Herness Fotoe L New TR )|
Yoswrrde Escape

CACTTC
EDUCATION CONFERENCE 2013
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Transient Occupancy Tax System

Tranwient Rentals  Parties  Reports

Party

Party Information

Entay Type Business
Company L
. > s
- Paymarcts (3) Contact 1 Details

Now Contact 1 Audrey

08-23-2013 - $746 603 55 Emsil

07-30-2013 - $0.01

07-30-2013 - $855.355.18 Phone (209) 3721121
Notes

Lanbng

Party Address

Street 1# PO Box 578
AptiUnit
CIS/Z Yosemite CA

Contact 2 Detalls
Contact 2
E-mad

Phone

Mariposa County

i, Karen 0

B 95389

PS History —
"DHC Pass 8 Resons x

*Detaware MNoah Pars s

OusckSemch
Laurn Lew Nomega
T Redeoods 0 Yesemae
asn G8veman e
\ Search |
Kay Pms — )
Kathaean Pratter (L NewPaty |

Kathdean Pratter

CACTTC
EDUCATION CONFERENCE 2013
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Transient Occupancy Tax System Mariposa County

Transient Rentals  Parties  Reports W, Karen £
= Payment sove ) [ )
L
Payment Datails B Paymant Method
Numbar 1499 Method ¢
Effectve  [08-23-2013 14 Collected By [ Courtney Progner =
. s Time 12.32PM
Batch Date [08-27-2013 T
= Payments (3) Amount $ 748,603 55
dave Rermaining $0.00
08-23-2013 - $748,603 55 Show Zeto Bal "
n m
07.30-2013 - 30.01 ow Zero Balance tems
07-30-2013 - $855,35518
Transient Rental Tax Return  Charge Type Desc Original Balance Applied
Concession Semces | JUL 2013 TOT Tax 10% of Taxable Receipts $ 5034543 §$ 5034543 $ 5034543
Concession Sevicotr (JUL 2013 TOT Tax 10% of Taxable Receipts $19213287 $19213287 $192,13287
. Concession Senvices [JUL 2013 TOT Tax 10% of Taxable Recelpts $21715301 $217,15801 $ 21715801
.
= Concession Semvices JUL 2013 TOT Tax 10% of Taxable Recelpts $ 14955732  $149557.32 $149557.32
Concession Services |[JUL 2013 TOT Tax 10% of Taxable Recelpts $ 71,355.05 $ 7135505 $ 7135505
Concession Senvices JUL 2013 TBID Tax 1% of Taxable Recelpts $ 503454 $5034 54 $503454
1 Concession Sevices | JUL 2013 TBID Tax 1% of Taxable Receipts $19,213.29 $19213.29 $19.21329
Concession Semvices [ JUL 2013 TOID Tax 1% of Taxable Receipts $21,71580 $21.71580 $21.71580
Concession Senvices |JUL 2013 TBIO Tax 1% of Taxable Recelpts $ 1495573 $1495573 $1465573
Concession Semvices JUL 2013 TBID Tax 1% of Taxable Receipts $713551 $713551 $7.13551
! —— Totals  $748,60355 $74860355 $748603.55
PS Hist —
otlet Account Balance $ 0,00
*ONC Parks & Resons =
*Owlaware North Parks O‘.“kse.”ch No'(" —
L33 Lee Nonega
*Mhe Redeso v Yosemrae
Lean Sdvermar _—
Sesch
Vay Feus
Fathheen Pratter New Paety
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MONTEREY COUNTY

Mary A. Zeeb
Treasurer — Tax Collector
Monterey County
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MONTEREY COUNTY

Ordinance enacted in 1965
Current Rate: 10.5% plus $1 or $2 MCTID

Large source of non-program revenue for county

$18 million FY 2012-13

$16.7 million FY 2011-12
$14.2 million FY 2010-11

Currently over 450 active operators
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MONTEREY COUNTY

TOT Development Set-Aside Funding
$1.6 Million FY 2013-14

Convention & Visitors Bureau

Arts Council

Film Commission

Monterey County Business Council

New Set-Aside for Roads

20% Total TOT 2013-14 increasing each year
25% Total TOT 2017-18
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MONTEREY COUNTY

Coastal Zone

Short Term Rentals are not permitted in the
Coastal Zone of Monterey County.

Tax Collection is enforced for all short term rentals,
regardless of permit status.

Debate Continues:

Ban all short term rentals countywide
Enact regulations similar to Santa Cruz & SLO counties
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MONTEREY COUNTY
Locate TOT Operators

Self Reporting, neighbors, word of mouth
Advertising

Convention & Visitors Bureau

Tourist and Rental Sites

Internet
. AirBnB
. VRBO

- Homeaway

[\ CACTTC
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MONTEREY COUNTY

New Operators

Register within 30 days
Waive audit requirement for the prior 3-year period

Welcome Package

. Letter with Reporting Instructions
. Registration Certificate

- TOT Exemption Information

- Local Ordinance

Non-Compliant New Operators

Second Notice
Audit
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MONTEREY COUNTY

Enforcement

Letters

30-day reporting cycle

Estimate TOT returns with 25% penalty
Liens and Levies

District Attorney — Criminal

County Counsel — Civil

AN EDUCATION CONFERENCE 2013

20





MONTEREY COUNTY

Automation

Registration application, quarterly forms and
exemption information available for download on
our website.

Ability to “fill in” the form.

Access Database.

Property Tax Vendor is working on TOT module.

On-line reporting and payments by end of fiscal
year.
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Security Warning Cestan content in the catabasa has deen dsanled

Monterey County Hotel Tax Database

Navigation Pane

CACTTC

Data Entry and Update Sereens Forms
EnterTOTTax | Activeowners [ &WTOT
Return List ik
MCTID
Update TOT Tax Welcoce Letter Individual TOT
Return Form
Delete TOT Tax ot Sr
Beters Registration Return wiout
Permit MCTID
Update Ticket Search Function
Number
Add/Update
Hotel
Operators NEW
FORM
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Reports City of Salinas Mise End of Quarter Import Processing
- Import Revenue
Deposit ity of Salings TOT Qitly
Certificate GAX AL ML Reveaue Report De(a:lT::]pou
City of Salings N
DIP(.’ % 1 Print Mailing g Import Trinl
Certificate Deposit Label Response Balasce (TID
Detail Certificae BbeS Repart T
Detail
ith Quarter City of Sx]'ums pelwqucnt TID Advatage
Deposit Deposit Dashboard Notices wiout Record Match
Certificate Certificate MCTID :
‘ Clty of Salings New Dellnguent TIDTOT Recs
Fayments Made 4th Quatter Dot Notices w! with no
by Certificate Depostt Cett o \CTID Advantage
(g Form ALL - g
OPERATORS e
\CTID Qrly AL Smafage
Revenue Detail SecuA
no DB Records
MCTID Qutly TAX Advantage
Revenue Report Record Match

22





- CITY AND COUNTY OF
SAN FRANCISCO

Loretta Lieberman
Business Tax Account Services Manager
City and County of San Francisco
Office of Treasurer and Tax Collector
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CITY AND COUNTY OF
SAN FRANCISCO

Began collecting TOT in 1978, per Article 7 of the
Business and Tax Regulations Code.

Hotel operators file and pay quarterly and also make
monthly remittances based on actual collections, which
act as a credit towards the total liability for the quarterly
period.

$274 million in FY 2012/13 collections.
20% increase from FY 201 1/12.

Additional $37K in TOT collected by Audit group in
FY 2012/13

Collections go to the General Fund
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CITY AND COUNTY OF
SAN FRANCISCO

Tourism Improvement District (TID) went into effect 1/1/09.

Operators collect additional assessment of 1% or 1.5% depending on
geographical location in San Francisco.

They file and pay quarterly.

FY 2012/13 collections were $27 million. An 11% increase over FY
201 1/12.

Collections are paid to San Francisco TID Board, per TID Management
District Plan.

Moscone Expansion District (MED) went into effect 7/1/13.

LN CACTTC

Operators collect an assessment of .5% or .3125% depending on
geographical location in San Francisco.

Operators file and pay quarterly and are starting this month.

Collections are paid to San Francisco TID Board per MED Management
District Plan.
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" _CITY AND COUNTY OF
~ SAN FRANCISCO

TOT Tax and TID/MED Fee Rates

July 1, 2013 — December 31, 2013

TOT TID MED TOTAL
Z.one 1 14 % 1.5& 5 % 16 %
Z.one 2 14 % 1% 3125 % 15.3125 %

TOT TID MED TOTAL
Z.one 1 14 % 1% 1.25 % 16.25 %
Z.one 2 14 % 75 % 3125 % 15.0625 %
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CITY AND COUNTY OF
SAN FRANCISCO

In 2010, met with hotel operators and provided them with a demo and
received positive feedback.

Began online filing in October 2010, and began online payment in
November 2010.

Results

Online form required us to examine each data point we were asking for.
What do we really need/want from operators!?

Application does the math (correctly).

Operators must complete all required fields on form, thus eliminating
incomplete filings when filing online.

Wherever possible, fields on the form prepopulate, such as remittance

payments or data points that are required for more than one tax/fee filing.

Fewer staff members needed to process and analyze filings and payments.
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CITY AND COUNTY OF
SAN FRANCISCO

Reality

Most hotel operators are computer savvy and easily adapted to filing
online.

Had a telephone hotline so operators could contact us directly with
online filing questions. It is now retired.

Virtually no data entry by staff members.
Still offer paper form for hotels that are not filing online.

When time allows, we follow up with each hotel that files paper using a
telephone script to ascertain why they are using paper and to facilitate
adoption.

2QI3
Electronic Filing: 98% of those that filed.

Electronic Payment: over 50% of those received.
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CITY AND COUNTY OF
SAN FRANCISCO

Compliance

L 2N\ CACTTC

List of active operators loaded into database each quarter.
Thus, unregistered hotels need to contact us if they want to file
online or on paper (form not on website).

Certificate of Authority (COA) to collect TOT is required for
all hotels collecting TOT.

Non filers receive a determination bill.

All accounts not paid in full go to our Bureau of Delinquent
Revenue (BDR).

Citations issued by investigators from BDR.
Also may use Summary Judgment to facilitate compliance.

Audit group performs routine audits of TOT and TID.
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LA &
Comments






