MEETING NOTICE AND AGENDA
ECONOMIC DEVELOPMENT ADVISORY
COMMISSION

NOVATO
CALIFORNIA Thursday, November 5, 2015

3:00PM - 4:30PM
922 Machin Avenue, Novato 94945
Baget Conference Room, 2" Floor

A. Call to Order — Chairman John Williams

B. Approval of Final Agenda

C. Approval of Meeting Minutes for October 1, 2015

D. Public Comment

(Anyone wishing to speak on non-agenda items will be recognized at this time. These items can
legally have no action as they are not on the agenda. There is a three minute time limit.)

E. General Business

(Anyone wishing to speak on agenda items will be recognized after the Committee has concluded
their initial discussions. There is a three minute time limit for public comment per item.)

E-1 REPORT: Update on NBLSA Business Plan — Chris Stewart
a) Marketing Plan 2015-16 - Claire Knoles, Kiosk
E-2 ACTION: Approval of 2014/15 Annual Economic Development Business
Plan Results — Chris Stewart
E-3 INTRO: Steve Lockett, new CEO Marin Economic Forum — Chris Stewart
E-4 REPORT: Marketing & Business Recruitment update: Fireman’s Fund

property, Wood Hollow, etc. — Chris Stewart
F. Commission / Staff Comments
G. Public Comment: (Anyone wishing to speak on agenda items will be recognized after the
Committee has concluded their initial discussions. There is a three minute time limit for public
comment per item.)
H. Adjournment
AFFIDAVIT OF POSTING
I, Chris Stewart certify that on October 28, 2015, | caused to have posted the above meeting Notice and

Agenda on the City of Novato Community Service Boards in City Hall and the Police Department and
posted on the City website.
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THE CITY O MINUTES

N 0 \% A T O ECONOMIC DEVELOPMENT COMMISSION MEETING
Thursday, October 1, 2015 3:00PM to 5:00PM

CALTFORNIA Baget Conference Rooms, 2™ Fl.

922 Machin Avenue, Novato, CA 94945

A. CALL TO ORDER
Chairman Williams called the Economic Development Commission meeting to order at 3:00 PM.

In attendance were:
Commissioners Present
Present: John Williams (Chair), Coy Smith, Tim Howard, Peter Pelham and David Winton (late)

Commissioners Absent
Harry Thompson & Nanda Schorske

Staff Present
Chris Stewart

Public
Hutch Turner

B. APPROVAL OF FINAL AGENDA
Motion by Commissioner Smith, seconded by Commissioner Pelham to approve the Final Agenda.
Approved 3-0

C. APPROVAL OF MINUTES FOR
April 30, 2015 Meeting Minutes — Motion by Commissioner Smith, seconded by Commissioner
Pelham.
Approved 3-0

D. PUBLIC COMMENT
No public comment.

E. GENERAL BUSINESS
E-1 REPORT: Update on NBLSA Business Plan — Chris Stewart

E-2 REPORT: BioMarin expansion plans in Bel Marin Keys & San Rafael —
Robert Tenerowicz, VP BioMarin (Unable to attend)

E-3 ACTION: SMART Train Downtown Station proposal — Russ Thompson

Motion by Commissioner Pelham, seconded by Commissioner Smith to support
staff’s recommendation to appropriate funds to do necessary studies to
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determine the feasibility of locating another train stop in Downtown Novato.
Approved 4-0

E -4 REPORT: Verbal report on business recruitment and retail development
activities — Chris Stewart

F. COMMISSION/STAFF COMMENTS - No Comments
G. PUBLIC COMMENT - None
H. ADJOURNMENT
Chairman Williams thanked everyone for their participation and input.

Motion to adjourn was made by Commissioner Pelham and Seconded by Commissioner
Smith to adjourn at 5:00 P.M. Approved 4-0
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II.

2015 Economic Growth & Activity in the City of
Novato

Over 200,000 sf. of Commercial Properties Leased or Bought
in the City of Novato in 2014/15

Ultragenyx — 25,000 sf

Mike’s Bikes — 28,800 sf

Pacific Pulmonary — 17,361 sf

Raptor — 19,106 sf

Touchfactor — 11,000 sf

Computershare — 13,000 sf

Prima Medical — 9,000 sf

Weldonn Exhibits — 10,000 sf

Basin Street Properties bought vacant building — 32,000 sf
BioMarin bought vacant building — 38,300 sf

Job Recruitment and Retention Net increase of 1,300 jobs

e Recruitment — 350 new Life Science jobs were filled in 2014
up 300 jobs from a ten year trend of SO new life science jobs
a year for the past ten years. In 2015 Novato and Marin will
most likely see an equal number of new jobs created in the
life science industry.



e Retention & Expansion — existing Novato businesses
increased their employment by 950 new jobs in 2014 and
this trend will continue in 2015.

[II. Retail Sales, Property and TOT Taxes

e 2014 property taxes increased 6.1%
e Sales tax revenues increased 2.7%
¢ Transit Occupancy taxes were up 14% from 2013

IV. Commercial and Residential Land Values4

e Over the last five years Novato home prices have increased
36% to a median home price of $713,500 in October of
2015.

e Commercial rents and property values started to increase in
2014 and look to be even strong in 2015.



City Of Summary

N () \/r r\ T () Sales for

Jul'l4 to Jun'l5

California
News

The Gap in Inflation between Goods and Services may widen. Because goods account for the bulk of international trade, a
stronger dollar keeps prices for goods lower. Sharp appreciation of the dollar over the last three quarters may push the prices
of goods even lower in the next few months, widening the gap and impacting Sales Tax Revenues. (Federal Reserve Bank of
Cleveland)

CA Gasoline Prices are heading even lower and may continue into 2017. The statewide average price of $3.07 is 18% lower
than the $3.73 per gallon price from this same time last year. (S Mercury News, CA Department of Finance)

eCommerce Revenue for 2015 will be $ 287.3 billion, and is expected to grow by an average 8% a year to $ 421.8 billion by
2020. (statista) 56% of retail shoppers say their first stop when researching a purchase is a search engine (Pricewaterhouse
Coopers) and 84% use mobile phones in stores to make purchasing decisions (Deloitte & Touche)

Top 25 Sales Tax Generators New to Top 25 *

CHEVRON SERVICE STATIONS NOVATO BUILDERS SUPPLY SHELL SERVICE STATIONS

COSTCO WHOLESALE NOVATO CHEVROLET * STAPLES OFFICE SUPERSTORE

CVS/PHARMACY OLD NAVY CLOTHING CO. TARGET STORES

DSW SHOE WAREHOUSE PINI HARDWARE THE SPORTS AUTHORITY

JS COLE COMPANY * ROSS STORES TRAVELSMITH

MACY'S FURNITURE STORE SAFEWAY SERVICE STATIONS UNION 76 SERVICE STATIONS

MARIN COUNTY FORD * SAFEWAY STORES WHOLE FOOD MARKET

MARSHALL'S STORES SEPHORA ZENNI OPTICAL *

NOVATO AUTO CENTER

Business Activity Apr'14 - Jun'14 to Apr'l5 - Jun'l5 Jul'13 - Jun'14 to Jul'14 - Jun'15

Novato S.F. Bay Area Statewide Novato S.F. Bay Area Statewide

Total 2.9% 2.0% 1.7% 0.0% 3.3% 2.9%

General Retail 1.7% 0.2% 2.1% -0.2% 1.6% 2.5%

Food Products 8.1% 5.9% 5.0% 8.0% 6.8% 5.8%

Transportation -7.5% -2.2% -0.5% -5.4% 0.1% 0.3%

Construction 1.0% 7.1% 3.6% -0.9% 6.7% 6.4%

Business To Business 35.0% 2.9% -0.4% -1.0% 3.9% 2.2%
Department Stores -1.2%- -1.7% -0.4% -2.7% 0.3% 0.6%
Restaurants 9.4% 7.2% 6.6% 9.9% 7.8% 7.3%
Service Stations -14.2% -17.1% -14.6% -12.1% -12.9% -11.5%
Auto Sales - New 1.2% 7.8% 8.4% 2.5% 8.9% 7.9%
Miscellaneous Retail 8.7% 2.2% 3.4% 2.1% 2.7% 3.3%
Food Markets 8.4% 0.8% 0.4% 6.3% 2.6% 1.5%
Apparel Stores -3.5% -1.6% 1.1% 2.1% 0.5% 3.3%
Auto Parts/Repair -2.4% 0.5% 5.7% 3.0% 3.8% 4.9%
Light Industry 56.4% -7.0% -0.3% 32.9% 3.2% 2.0%
Bldg.Matls-Whsle -2.1% 11.6% 6.7% -4.5% 9.4% 8.6%
Bldg.Matls-Retail 4.3% 2.5% 0.3% 3.4% 3.9% 4.0%
Furniture/Appliance 22.0% 3.4% 9.8% 4.3% 3.9% 5.9%
Drug Stores -1.8% 0.7% 0.1% -2.2% 0.7% 0.2%
Recreation Products 3.3% -1.8% -2.1% 5.8% 1.8% 0.6%

— — —
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Sales Tax Per Capita by Benchmark Year
Annualized Sales Tax For City Of Novato Divided By Its Population As Reported By State Department Of Finance

Jun'07 Jun'08 Jun '09 Jun'10 Jun'11 Jun'12 Jun'13 Jun'14 Jun'15

$139 $131 $123 $123 $129 $131 $136 $134 $134
B GENERAL RETAIL FOOD PRODUCTS B TRANSPORTATION
= CONSTRUCTION @ BUSINESS TO BUSINESS @ MISCELLANEOUS

Novato: 2nd Quarter 2015 Sales Tax Capture & Gap Analysis Report

194%

186%

149%
135%

109%

97% 100% 100%

93%

The chart is an overview of how well Novato is capturing potential sales tax based on its residents' effective buying income
(disposable income) compared to purchasing habits in the S.F. Bay Area region.

MuniServices



POLICY UPDATE

October 12, 2015

@MumSenchs

GOVERNMENT RELATIONS

Preliminary End of Session Report

= Selected 2015 California Legislative Review / Local Revenue and Administration Focus

=  Triple Flip Wind Down Process Update/ BOE Payments

= Utility User Tax: BOE Regulation for Prepaid Mobile Telephony Services - AB 1717/ Formal Public Hearing in December
= State Traffic Amnesty Program/ Unpaid Traffic Ticket Fines (October 1, 2015 to March 31, 2017)

= The Changing Economy - Gap Between Goods and Services / Expect Proposed Legislation in 2016

=  Mandate Reimbursements / Interest and Principal Paid

= California 2016 Ballot Propositions

= Federal Proposals

= Proposed Internet Tax Freedom Act (S 431) / Congress Continued ITFA Until December 11/ Letter from Telecom Carriers
= Remote Transaction Parity Act (HR 2775) & Marketplace Fairness (S 698)/ MuniServices impact Analysis

= FAA Ruling and Impact on the Use of Local Jet Fuel Revenues/ 2017 Compliance Requirement/ CA City Finance Analysis

®  FCC Change to Allow Basic Cable Rate Increases Without Local Approval/ FCC 15-62

= GASB Rulings — Statement 77 / Economic Development and Reporting Obligation for Retiree Health Care as Liabilities

= Climate Change (SB 350/ De Leon)

STATE BILL AND ISSUE REVIEW

Sales & Use Tax

=  Prohibits revenue sharing agreements causing loss to other locals: includes public notice requirements; the bill does not
apply to mutual tax revenue sharing agreements between locals where the agreement would not direct payment or
rebate of revenues to a retailer (SB 533/Pan) Chaptered

= Subjects convicted sellers and convicted purchasers to liability for the sales and use tax: Applies to any non-retail sale
or any purchase of goods associated with a counterfeiting (AB 160/ Dababneh & Cooper) Chaptered

= Authorizes a customer to file a claim for refund of excess sales and use tax paid by the customer: Includes an amount of
$1,000 or greater, allowing the BOE to make a direct refund to the customer (SB 640/ Beall) Two-Year

s Sales tax exemption for energy or water efficient appliances: Those provided at no cost to low income participants in an
energy efficient program; $4.5 million state and local loss & precedent (AB 88/ Gomez) Vetoed

Local Voter-Approved Revenues

= Requirements for a proposed local tax initiative that imposes or raises the rate of a tax: Must include in the statement
of the ordinance to be voted on the amount of money to be raised annually and the rate of the tax to be levied (AB 809/
Obernolte) Chaptered

= LAMTA/ TUT: Allows the LAMTA to ask voters to approve a sales tax increase in excess of the general 2 percent on local
sales taxes (SB 767/de Le6n) Chaptered

=  San Mateo/ Monterey County/ TUT: Raises the transactions and use taxes cap for the County of San Mateo /
Transportation Agency for Monterey County (SB 705/ Hill) Chaptered

= Isla Vista Community Services District/ UUT: Prescribes a formation process, boundaries, governing body, tax authority,
and services; allows the district to propose a UUT (AB 3/ Williams) Chaptered

= TUT cap increase: Proposed to raise the cap on the local transactions and use tax from 2% to 3% above the statewide
base rate (AB 464/ Mullin) Vetoed

= Local tax for distributing tobacco: Allows a county (subject to voter approval) to impose a tax for the privilege of
distributing cigarettes and tobacco products (SBX29/ McGuire) Special Session

Business License

= Taxsharing program: Extends the FTB state-local tax information sharing program (which expires in 2019) to counties,
and to a city and county (AB 279/ Dodd) Chaptered

‘ran Mancia Brenda Narayan

159.288.7296 | fran.mancia@muniservices.com 916.261.5147 | brenda.narayan@muniservices.com PRI ISERvIcescom



POLICY UPDATE

October 12, 2015

@MUMSERWGES

GOVERNMENT RELATIONS

Post Redevelopment

=  Revisions to post-redevelopment dissolution: Includes issues related to the use of 2011 bond proceeds for affordable
housing (former AB 974/ Bloom), the transfer of real property, the interest rate reduction on loans from cities to
successor agencies, and other provisions (SB 107/ Committee on Budget) Chaptered

Economic Development

= Allows locals to form Community Revitalization and Investment Authorities: Post redevelopment economic
development tool that allows the use of tax increment revenue to improve infrastructure, assist businesses and support
affordable housing in disadvantage communities (AB 2/ Alejo) Chaptered

= Enhanced Infrastructure Financing Districts: Clarifying implementation for locals when used (AB 313/ Atkins) Chaptered

= Seismic retrofit/ tax credit: 30 % tax credit for seismic rehabilitation of endangered properties (AB 428/ Nazarian) Vetoed

= Greenways: Promotes economic development by allowing governments to create easements for developing greenways
along urban waterways (AB 1251/ Gomez) Chaptered

e Local economic development and access to federal monies: Streamlines the administrative processes at the California
Infrastructure and Economic Development Bank to better serve the community development needs of local businesses
and public agencies (AB 1533/ Committee on JEDE) Chaptered

e Expands reporting requirements of the Small Business Finance Center: Ensures that small businesses have access to
programs, including lists of the city and county where the business is located (AB 1537/ Committee on JEDE) Chaptered

Shared Economy / Short Term Rentals

= Advertiser of an online platform/ Internet website: Must have property owner’s permission (SB 761/ Hall) Chaptered

= Use of shared economy services by state employees: Prevents state agencies from prohibiting employees on official
business from using transportation network companies or short-term rentals (AB 229/ Chang) Chaptered

= TOT revenues from transient residential rentals: Bolsters local effort to regulate land use impacts and collect taxes (SB
593/ McGuire) Two-Year

Cannabis Regulation & Banking

The following bills establish a statewide regulatory structure for medicinal cannabis. The package protects local control and is
protected by dual licensing, includes the revocation of a local license or permit, enforcement and provides for civil penalties.
Jurisdictions that currently ban, or may wish to ban, deliveries or mobile dispensaries should be aware that under this
legislation, they will need to have an ordinance in place that affirmatively prohibits this activity. Readers should note that AJR
25 (Lackey) a non-binding California resolution that urges the President and Congress to support legislation that allows banks
& credit unions to perform financial services for marijuana businesses was signed by the Governor.

=  Enacts the Medical Marijuana Regulation and Safety Act; includes provisions with respect to ordinances, permits, licensing
requirements, establishes the Bureau of Medical Marijuana Regulation, and more (AB 266/Bonta) Chaptered

= (Creates a regulatory framework for cultivating, selling and transporting medical cannabis by the Bureau of Medical
Marijuana Regulation, Department of Food and Agriculture and other state entities (SB 643/ McGuire) Chaptered

=  Establishes a regulatory program for cultivation of medical cannabis; includes local provisions with respect to ordinances
and issuing or denying permits for cultivation (AB 243/ Wood) Chaptered

Documentary Transfer Chargers / Property Taxation

= Noncontroversial changes to property tax law: Improves property tax administration (SB 803/ Committee on
Governance and Finance) Chaptered

=  Private transfer fees: Must be disclosed to transferors of real property on related documents (AB 807/ Stone) Chaptered

= Change of ownership statements: Imposes penalties for failure to file a specific property statement or change in
ownership within a specified time (AB 571/ Brown) Chaptered

= Commercial and industrial property reassessment: Proposed “split roll” (SCA 5/ Hanckock) Two-Year

=  Welfare exemptions: Requires county assessor to consider a recorded contract when welfare exemptions are granted
including a restriction on the use of land for 30 years to owner occupied housing (AB 668/ Gomez) Chaptered



POLICY UPDATE

October 12, 2015

@MuulsEnvmes

GOVERNMENT RELATIONS

Local Governance

= Local financial reports: Extends to 7 months after a locals fiscal year the deadline to submit to the Controller an annual
report of the agency’s financial transactions (AB 341/ Achadjian) Chaptered

= Wireless facilities: Provides guidelines for the permitting process for wireless telecommunication facilities; under
specified conditions approval is granted; applies provisions to all counties and cities, including charter cities; League
opposed because the bill eliminates the ability for locals to meet their own community needs (AB 57/ Quirk) Chaptered

= Car sharing spots: Locals can set up designated spots for car sharing or ride sharing programs (AB 1015/Bloom) Chaptered

= Electric vehicle charging programs: Requires locals to create an expedited permitting and inspection process for electric
vehicle charging stations (AB 1236/ Chiu and Low) Chaptered

=  Private parking: Permits locals to authorize private parking facilities to regulate unauthorized parking (AB 451/Bonilla)
Chaptered

= Pedicabs: Local authority required for alcohol to be consumed on a pedicab; by 2017 new safety requirements, including
seatbelts (SB 530/ Pan) Chaptered

= Estimates of organic waste generated: Requires local governments to include organic waste recycling facilities in the
existing planning requirements for countywide solid waste management (AB 876/ McCarty) Chaptered

=  Williamson Act/ open space: Ensures locals that have established their own Williamson Act cancellation fees have the
opportunity to weigh in on decisions that affect their communities and revenues (AB 707/ Wood) Chaptered

= Extends the use of the Recycling Market Development Revolving Loan Subaccount to include payments to local
governments for the promotion of a recycling market development zone (RMDZ) (SB 662/ Committee on Environmental
Quality) Chaptered

= Penalties for brown lawns: Prohibits locals from imposing a fine during a state of emergency (AB 1/ Brown) Chaptered

= Automated external defibrillators (AED): Requires certain buildings to have an AED on the premises; excludes structures
owned or operated by any local government entity (SB 287/ Hueso) Chaptered

=  VLF adjustments: Relates to formulas for calculating VLF adjustments to include the assessed property valuation within
inhabited territory annexed to cities (SB 25/ Roth) Vetoed

= Higher charges allowed by counties for administrative fines: Would have applied to various health and safety ordinances
(AB 514/ Williams) Vetoed

Open Government & Technology Uses

= ALPR: Automated license plate recognition systems/ requirements for locals (SB 34/Hill) Chaptered

= Open data: Requirements for locals for ‘open data’ public records format (AB 169/ Maienschein) Chaptered

= Related to process for contracts: Requires local agencies that have adopted a Civic Openness in Negotiations (COIN)
ordinance for their labor contracts to use a similar process to evaluate, negotiate, and approve specified goods or services
contracts valued at $250,000 or more; League opposed (SB 331/ Mendoza) Chaptered

= Transparency of State Budget change proposals. In January the DOF will have a dedicated website for all approved
budget change proposals according to a statement released by Governor Brown

Transportation Revenues

= Increase various transportation revenues for 5 years for $4.3 to $4.6 billion annually; focuses on preservation and
maintenance of existing programs. Revenue sources include excise tax on diesel and fuel, VRF for all vehicles (including
electric) and Road Access Fee (SBx11 & SB 16/ Beall) Special Session

= Increases SUT on diesel from 1.75% to 5.25%. Revenues go to transit via formula (State Transit Assistance Formula) (ABx1
8/ Chiu & Bloom and SB x1 7/Allen) Special Session

= Doubles cap and trade appropriations for Transit and Intercity Rail Program (to 20%) and Local Carbon Transit Program (to
10%) (ABx1 7/ Nazarian & SB x1 8/ Hill) Special Session

= ABx1 1/ Alejo related to weight fees; SB x1 11/ Berryhill for a CEQA exemption; (ABx1 2/ Perea & SBx1 14/Canella)
related to public private partnerships; SCAx1 1 & SCA 7/ Huff that provide constitutional protections; and ABx1 3 & ABx1
4/ Frazier related to transportation funding Special Session

= Changes the method (to 4 years of historical data) used by the BOE to adjust the excise tax on fuel (SB 321/ Beall) Special
Session



POLICY UPDATE

October 12, 2015

@MumsEnchs

GOVERNMENT RELATIONS

TRIPLE FLIP WIND DOWN PROCEDURE UPDATE/ BOE PAYMENTS

The Triple Flip is finally coming to a close after more than a decade. The muiti-part unwinding process should smoothly bring
the Flip to an end.

= August 5. The DOF announced the ‘defeasance’ for the Economic Recovery Bonds.

= Sept 2015 to March 2016. The BOE will continue to withhold % of Sales Tax allocations to cities and counties.

® January and May 2016. Payments will cover the remaining Property Tax In-Lieu of Sales Tax from sales occurring in (the
last three months) FY 2014-15. January 2016 and May 2016 are the last times the BOE will use the Property Tax In Lieu of
Sales Tax accounts.

= March 2016. Allocations beginning with the 1st Advance portion of the March 2016 payment will change back to 1%.

= August 2016. The DOF will make the final triple flip clean up payment.

Part 1: What is paid through the Educational Revenue Augmentation Fund (ERAF)?

In September 2015, the BOE and DOF published the Sales Use Tax Compensation Fund (SUTCF) to be paid to Cities and
Counties in January and May 2016. These payments have three components: (1) The Property Tax In-lieu of Sales Tax
amounts, (2) The True-Up for FY 2014-2015, and (3) The Administration Fee on 0.25% withheld in FY 2014-2015. Unlike in
prior years, the Property Tax In-lieu of Sales Tax component of this year’s payments will represent the amount estimated for
withholding from 2015Q2 sales only, making this part of the payment % its normal amount.

Part 2: When does the Sales Tax Allocation return to 1% from %%?
The tax rate returns to 1% on January 1, 2016. Cities and Counties again will receive sales tax at the 1% rate beginning with
the 1% Advance portion of the March 2016 payment.

Part 3: When are Cities and Counties made whole?

The DOF and BOE will be able to calculate the outstanding payments in May 2016. The outstanding amount will be the tax
withheld from 2015Q3 and 2015Q4 sales and a true-up of January and May 2016 SUTCF payments and actual withheld from
2015Q2 sales. The DOF and BOE anticipate Cities and Counties will receive the final amounts due in August 2016. The final
payment will make Cities and Counties whole.

A note about accruals

Cities and Counties that accrue through August or part of September will experience a bump in sales tax revenue in FY 2015-
2016 due to the unwinding of the Triple Flip and a return to receiving sales tax allocations at 1%. MuniServices’ forecasts
provide detailed information about how much a City or County would accrue and the size of the one-time bump in annual
sales tax.

UTILITY USER TAX
BOE Regulation for Prepaid Mobile Telephony Services - AB 1717/ Formal Public Hearing in December

The BOE’s Business Taxes Committee on September 16, 2015 voted to approve proposed regulations to implement a local
government sought mechanism in AB 1717 (Chapter 885, Statutes of 2014) to collect revenues from prepaid wireless. It is
estimated that AB 1717 will result in a 15 to 20% increase in existing wireless Utility Users Tax (UUT) noting that resulting will
vary depending on the demographics of a city and the number of larger retails stores there. For clients participating in the
program, if you receive a favorable response from the BOE regarding your application, please forward it to your Client Services
Manager or Fran Mancia, as we want to update your City's information on the www.uutinfo.org website in the coming days. If
you haven't filed an application, but intend to do so, please keep us informed. The proposed regulations include Prepaid
Mobile Telephony Services Regulations 2460, 2461, and 2462; Proposed amendments to Emergency Telephone Users
Surcharge Regulations 2401, 2422, and 2413 http://www.boe.ca.gov/meetings/pdf/PrepaidMTSIPweb091615.pdf.



POLICY UPDATE

October 12, 2015

@Mumslsnwcss

GOVERNMENT RELATIONS

STATE AMNESTY PROGRAM FOR UNPAID TRAFFIC TICKET FINES (OCTOBER 1, 2015 TO MARCH 31, 2017)

The Court Executives Advisory Committee and Judicial Council approved the Statewide Traffic Tickets/Infraction Amnesty
Program Guidelines. The amnesty program provides relief to individuals with violations of eligible Vehicle and non—Vehicle
Code infractions and specified misdemeanours by reducing outstanding court-ordered debt by 50 or 80 percent (as applicable)
and/or reinstating suspended driver’s licenses. The amnesty program is the result of enacted SB 85 in 2014.

THE CHANGING ECONOMY - GAP BETWEEN GOODS AND SERVICES / EXPECT PROPOSED LEGISLATION IN 2016

Tax Analysts Deputy Publisher David Brunori’s article titled “Don’t Be Fooled — Services Should Be Subject to Sales Tax”
captures a national perspective on the issue. Foremost, the sales tax should fall on all final consumption preferably at a very
low rate and everything we buy should be subject to tax. He states reasons: “First, there is no economic or tax policy reason
to tax the purchase of a toaster oven, but exempt the purchase of a haircut or accounting service. They're both consumption.
Second, exempting services narrows the base and results in higher taxes on everything else. Third, exempting services creates
a government-led incentive to spend money on services over things that are taxable. But the tax laws shouldn’t be used to
mess with markets in that manner. Fourth, taxing services would make the system less regressive; rich people buy more
services than poor people. Finally, the exemption in a service-dominated economy is very expensive. “

Senator Hertzberg introduced SB 8 in 2015 that is placeholder language to broaden the tax base by imposing a sales tax on
services. As currently drafted the bill does not allow an increase sales tax on services for local voter-approved district taxes
and the bill does not lower the sales tax rate. The discussion and action on this bill is expected to continue during the 2016
Legislative Session.

The Wall Street Journal cited of the cumulative change for related products and services for the five years ended in May 2015:

= Television set (-57.7); cable / satellite service (13.7)

= Bottle of wine @ home(-0.6); bottle of wine @ restaurant (12.0)

= Men’s suits and coats (-3.7); dry cleaning (9.2)

= Household cleaning products (0.3); household domestic service (7.8)
=  Stationary (-1.4); postage for mail delivery (19.2)

= Sports equipment (-15.3); tickets to sporting event (17.3)

Mr. Brunori is clear that there is no question that taxing services is good tax policy and that Senator Hertzberg knows this and
is one of the few political leaders in the country focused on the issue. Although MuniServices has not seen draft language we

are told any bill would be fairly comprehensive, capturing most services. Assuming there no rate decrease, the bill is expected
to raise over $120 billion a year.

MANDATE REIMBURSEMENTS / INTEREST AND PRINCIPAL PAID

While not directly as a result of the 2015-16 State Budget, the DOF sent an “executive order” to the State Controller for the
reimbursement of costs incurred in complying with state unfunded mandates prior to 2004. The Controller issued payments
for the principle owed (around June 22) and payment for the interest owed was expected in September 2015, after the
Controller’s office recalculated and verified amounts estimated by DOF. The 2014 Budget provided for additional repayments
if revenues in the Governor’s 2015 May Budget Revise exceed estimates. The May Revision determined that sufficient
additional revenues were received to repay the entire remaining balance of reimbursements owed, approximately $765
million including interest. Of the $765 million, approximately 77 percent is directed to counties, 22 percent ($168 million) to
cities and 1 percent to special districts.



POLICY UPDATE

October 12, 2015

@Mumslsnwces

GOVERNMENT RELATIONS

CALIFORNIA 2016 BALLOT PROPOSITIONS

As discussed above the Governor vetoed AB 464 (Mullin) that would have raised the cap for locally-approved transactions and
use taxes citing he is reluctant to approve the bill in view of all of the taxes being discussed and proposed for the 2016 ballot.
According to BallotPedia, an interactive almanac of U.S. politics, to date, four statewide ballot propositions have been certified
for the 2016 ballot in California. Several measures have been approved for circulation. Once the Office of the Attorney
General of California has prepared a ballot title and a summary of a proposed initiative, the initiative is considered to be
“cleared for circulation.” Its supporters then have 150 days from the date that the title and summary were prepared to collect
and submit to election officials the required signatures. See http://ballotpedia.org/California_2016_ballot_propositions.

FEDERAL PROPOSALS

= Pre-empt state and local taxing authority to impose supposed ‘discriminatory’ taxes on automobile rentals and property
related to renting automobiles (H.R. 1528)

= Digital Goods and Services Tax Fairness Act would reduce state and local revenues by pre-empting the taxation of
purchases such as downloaded music, movies and online services (S. 851 and H.R. 1643)

= Wireless Telecommunications Tax and Fee Collection Fairness Act of 2015 would prohibit state and local taxing authorities
from requiring an entity to collect or remit wireless use tax unless the entity collecting or remitting the tax receives
monetary or other consideration from the wireless customer (S. 1261 and H.R. 1087)

PROPOSED INTERNET TAX FREEDOM ACT (S 431) / CONGRESS CONTINUED ITFA UNTIL DECEMBER 11/ LETTER FROM TELECOM CARRIERS

Congress passed a temporary spending bill on September 30th that would keep federal offices open and extend the Internet
Tax Freedom Act (ITFA) until December 11. The continuing resolution (CR), an amendment to the TSA Office of Inspection
and Accountability Act of 2015 (H.R. 719), passed the Senate 78 to 20 and the House 277 to 151. It extends government
funding for the IRS and other federal agencies that was due to expire October 1, the start of fiscal 2016. The ITFA has been
extended five times by Congress since it was first enacted in 1998. If clients receive a letter from one of the telecom carriers
or cable companies asking you what to do with your UUT if Congress lets ITFA expire in December, our advice is not to
respond, as Congress is very likely to take some form of action on or before December 11th. If you feel that you should
respond to such a letter, please let your Client Services Manager know and we will share with you a suggested response.

A proposed permanent Internet Tax Freedom Forever Act (S 431) would have a very significant adverse impact on cities’
existing UUT on telecommunications. In 2007, the federal moratorium forbidding local and state taxes on Internet services
was amended to also forbid such taxes on telecommunication services which are used to gain access to Internet services (in
other words, broadband telecommunications). Today, wired and wireless broadband telecommunication networks are rapidly
replacing the old public switched telecommunication network. Unless S 431 is amended, California UUT cities will suffer large
losses of existing telecom UUT. California is the only state with a voter-approval requirement and that has local excise taxes
on telecommunications.

REMOTE TRANSACTION PARITY AcT (HR 2775) & MARKETPLACE FAIRNESS (S. 698) / MUNISERVICES IMPACT ANALYSIS

There are multiple proposals before Congress that attempt to advance online sales tax collection. The current tax structure for
online sales creates vast disparities between brick and mortar businesses and online retailers, and costs state and local
governments an estimated $23 billion per year in taxes owed on remote sales. HR 2775, The Remote Transactions Parity Act,
is bipartisan legislation that would not impose a new tax, but would enable state and local governments to compel retailers to
collect and remit sales taxes on online sales, which are already owed to them under current law. HR 2775 is similar to the
proposed Federal Marketplace Fairness Act of 2015 (S. 698) that would permit states to require vendors with more than $1
million in gross receipts from remote sales to collect sales tax on purchases made by state residents if the state adopts and
implements specified simplification requirements. Both S. 698 and HR 2775 are supported by MuniServices, the National
League of Cities, Governance Finance Officers Association, National Association of Counties, and the US Conference of Mayors.
We share in concerns to an alternative proposal (by House Judiciary Committee Chairman Bob Goodlatte), the Online Sales
Simplification Act that proposes an origin-based sourcing sales tax collection and remittance structure. MuniServices
prepared an impact analysis for local governments if some form of HR 2775 were enacted.
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GOVERNMENT RELATIONS

FAA RULING AND IMPACT ON THE USE OF LOCAL JET FUEL REVENUES/ 2017 COMPLIANCE REQUIREMENT/ CA CiTY FINANCE ANALYSIS

A FAA re-interpretation of a ruling that requires states and locals to target jet fuel revenue for the benefit of airports, or lose
revenues has a compliance requirement of 2017. The rule does not apply to taxes in effect on December 31, 1987 including
the local Bradley Burns 1.25% rate or the 4.75% state general fund rate in effect at the time. Refer to California City Finance
at http://californiacityfinance.com/FAA150701.pdf for a broader analysis on the ruling. Advocacy: Jurisdictions that are
impacted should contact their Congressional Representatives and federal lobbyists as soon as possible with concerns.

FCC CHANGE TO ALLOW BASIC CABLE RATE INCREASES WITHOUT LOCAL APPROVAL/ FCC 15-62

The FCC on June 2, 2015 adopted a rule that will allow cable companies to raise rates for basic cable without first seeking
approval from local governments. Under the FCC’s rule change, local franchise officials’ authority over basic-cable rates is
diminished. Cities and counties will be given a 90-day window to appeal and request an extension of their authority.
http://transition.fcc.gov/Daily_Releases/Daily_Business/2015/db0610/FCC-15-62A1.pdf

GASB RULINGS — STATEMENT 77 / ECONOMIC DEVELOPMENT AND REPORTING OBLIGATION FOR RETIREE HEALTH CARE AS LIABILITIES

GASB Guidelines (Statement 77)/ Economic Development
Source: http.//www.nlc.org/media-center/news-search/gasb-rules-on-tax-abatements

The GASB approved new guidelines (Statement 77) that for the first time requires local governments to disclose on financial
statements information about tax abatement agreements. According to GASB, although many governments offer tax
abatements and provide information to the public about them, "they do not always provide the information necessary to
assess how tax abatements affect their financial position and results of operations, including their ability to raise resources in
the future." This Statement requires disclosure of tax abatement information about (1) a reporting government's own tax
abatement agreements and (2) those that are entered into by other governments and that reduce the reporting government's
tax revenues. The following information must now be disclosed by the government that entered into the agreement:

= Brief descriptive information, such as the tax being abated, the authority under which tax abatements are provided,
eligibility criteria, the mechanism by which taxes are abated, provisions for recapturing abated taxes, and the types of
commitments made by tax abatement recipients;

= The gross dollar amount of taxes abated during the period; and

= Commitments made by a government, other than to abate taxes, as part of a tax abatement agreement.

New GASB Rules Regarding Health Care Costs / Reporting Obligations as Liabilities
Source: http.//www.wsj.com/articles/relief-for-cities-budget-busting-health-care-costs-1437949974

The rule requires local governments for the first time to report their obligations for retiree health care as liabilities on their
balance sheets. Local governments must also use a reasonable and uniform methodology to calculate the present value of
these liabilities. These are both steps forward, enhancing transparency and accountability. Local government health plans
for retirees are on average only 6% funded, according to the Pew Charitable Trust. Because most cities pay these health-care
costs almost entirely out of current budgets, they increasingly face two unattractive alternatives: raise taxes, or cut spending
for such services as schools and police.

CLEAN ENERGY POLLUTION REDUCTION AcT (SB 350/ DE LEON)

Clients are encouraged to review SB 350 for any local implication. The bill codified the goals Governor Brown laid out in his
January 2015 address to double the rate of energy efficiency savings in California buildings and generate half of the state's
electricity from renewable sources by 2030. SB 350 includes a provision that requires assessments of the effects of energy
efficiency on electricity demand statewide and locally, hourly, and seasonally. Governor Brown also committed to reduce
petroleum use in cars and trucks by up to 50 percent within the next 15 years; make heating fuels cieaner; reduce the release
of methane, black carbon and other potent pollutants across industries; and manage farm and rangelands, forests and
wetlands so they can store carbon. Earlier this year, the Governor issued an executive order to reduce greenhouse gas
emissions in California 40 percent below 1990 levels by 2030 - the most ambitious target in North America and consistent with
California's existing commitment to reduce emissions 80 percent under 1990 levels by 2050.
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Novato: 2nd Quarter 2015 Sales Tax Capture & Gap Analysis Report

Actual Sales Tax: Novato's sales tax by economic category, economic segment and business code.

Potential Sales Tax: Novato's actual sales tax multiplied by its effective buying income divided by the S.F. Bay Area
region’s effective buying income. In other words, the potential sales tax from Novato's residents' income when
following the region's buying patterns.

Actual Sales Tax Potential Sales Tax Capture / Gap Rate

General Retail $2,881,761 $2,313,210 $568,551
Apparel Stores $487,081 $448,066 $39,016 109%
Women's Apparel $37,926 $77,045 ($39,120) 49%
Men's Apparel $19,601 $15,345 $4,256  128%
Family Apparel $357,425 $305,424 $52,000 117%
Shoe Stores $72,130 $50,252 $21,879  144%
Department Stores $1,294,354 $695,496 $598,857 186%
Variety Stores $25,865 $22,369 $3,496 116%
Department Stores $318,069 $444,830 ($126,761) 72%
General Stores $950,420 $228,298 $722,122 416%
Furniture/Appliance $144,677 $320,739 ($176,063) 45%
Home Furnishings $130,515 $142,297 ($11,782) 92%
Appliance Stores $9,317 $161,163 (5151,846) 6%
Second Hand Stores $4,844 $17,280 (512,435) 28%
Drug Stores $119,905 $119,804 $101 100%
Recreation Products $106,042 $105,751 $291 100%
Sporting Goods $103,381 $86,475 $16,906  120%
Camera Stores $1,021 $5,329 (54,308) 19%
~ Music Stores $1,640 $13,948 (512,307) 12%
Florist/Nursery $93,146 $47,930 $45,217 194%
Florists $9,088 $9,560 (5472) 95%
Nursery $84,058 $38,370 $45,688 219%
Miscellaneous Retail $636,556 $575,424 $61,132 111%
News Stands $739 $4,365 ($3,626) 17%
Art, Gift, Novelties $28,546 $34,070 (65,525) 84%
Stationery/Books $2,535 $37,491 ($34,957) 7%
Jewelry Stores $10,067 $59,126 ($49,059) 17%
Specialty Stores $405,471 $347,503 $57,968 117%
Cigar Stores $26,328 $10,789 $15,540  244%
Vending Companies S0 $1,020 (51,020) 0%
Portrait Studio $273 $2,672 ($2,399) 10%
Shoe Repair Stores $2,151 $531 $1,620  405%
Personal Services $160,446 $77,857 $82,589  206%
Food Products $1,524,757 $1,823,798 ($299,041) 84%
Restaurants $933,405 $1,290,122 ($356,717) 72%
Fast Food Restaurant $387,211 $430,826 ($43,615) 90%
Restaurants w/Beer $82,067 $179,766 (597,699) 46%
Restaurants w/Onsale $416,134 $576,072 {$159,937) 72%
Hotel Food Sales $100 $2,276 ($2,176) 4%
Hotel Food/Bar Sales $4,823 $80,624 (575,801) 6%
Club Food/Bar Sales $43,070 $20,558 $22,512 210%
Food Markets $509,157 $378,167 $130,989 135%
Grocery W/0 Onsale S0 $14,294 ($14,294) 0%
Specialty Food Store $31,420 $39,035 ($7,615) 80%
Confectionery Stores $482 $1,251 ($769) 39%
Grocery w/Beer/Wine $23,487 $51,130 ($27,643) 46%
Supermarkets $453,767 $272,457 $181,310 167%
Liquor Stores $66,474 $71,377 ($4,903) 93%
Food Processing Eqp $15,722 $84,132 ($68,410) 19%

CONFIDENTIAL Sources: MuniServices and Claritas



Actual

Expected Capture /Gap  Rate

Transportation 51,813,654 $1,820,767 ($7,113)

Auto Parts/Repair $213,320 $187,008 $26,311 114%
Auto Supply Stores $95,167 $77,569 $17,598  123%
Vehicle Repair $118,153 $84,261 $33,891  140%
Vehicle Parts Mfg ] $25,178 (525,178) 0%

Auto Sales - New $675,808 $900,161 ($224,352) 75%

Auto Sales - Used $33,761 $70,045 ($36,284) 48%

Service Stations $890,418 $598,437 $291,981 149%

Misc. Vehicle Sales $347 $65,116 ($64,769) 1%
Trailer & Supply $0 $19,374 ($19,374) 0%
Boat/Motorcycle $347 $24,305 (523,958) 1%
Aircraft & Supply S0 $3,824 ($3,824) 0%
Transportation Eqp ] $17,612 ($17,612) 0%

Construction $343,612 $795,184 ($451,572)

Bldg.Matls-Whsle $178,822 $418,740 ($239,918)  43%
Constr./Farm Equipmt ] $14,645 ($14,645) 0%
Plumbing & Electric $13,957 $131,633 ($117,676) 11%
Bldg Matls-Whsle $164,865 $272,462 (5107,597) 61%

Bldg.Matls-Retail $164,789 $376,444 ($211,654) 44%
Building Matls Store $13,002 $293,725 (5280,724) 4%
Hardware Stores $113,544 $60,161 $53,383 189%
Paint/Glass/Wallpapr $38,243 $22,557 $15,686  170%

. CONSUMER-DRIVEN TOTAL $6,563,784 $6,752,959 ($189,176) 97%

Business To Business $583,828 $1,675,350 ($1,091,522)

Office Equipment $103,539 $367,284 ($263,745) 28%
Office Eqpmt Store $71,993 $143,165 (571,172) 50%
Office Machines $30,569 $221,576 ($191,006) 14%
Photo Process'G/Eqp $977 $2,544 (51,567) 38%

Electronic Equipment $64,594 $215,320 ($150,726)  30%

Business Services $94,237 $244,543 ($150,307) 39%

Energy Sales $3,824 $103,807 ($99,983) 4%
Fuel Oil/Ice Sales $3,824 $18,457 (514,633) 21%
0il & Gas Products SO $85,350 ($85,350) 0%

Chemical Products $23,247 $69,048 ($45,801) 34%

Heavy Industry $35,045 $179,012 ($143,967) 20%
Mfg.Matl./Textiles $3,613 $26,021 ($22,408) 14%
Heavy Industry $31,432 $152,991 (6121,559) 21%

Light Industry $197,107 $266,137 ($69,030) 74%
Rental/Other Repair $110,216 $36,345 $73,870 303%
Light Industry $86,891 $229,791 (5142,900) 38%

Leasing $62,236 $230,199 ($167,963) 27%

Miscellaneous, $47,313 $99,040 ($51,727)

Health & Government $27,259 $64,951 ($37,692) 42%
Health Services $19,604 $36,205 (516,601) 54%
Govt/Non-Profit Orgs $7,655 $28,746 (521,091) 27%

Miscellaneous Other $19,945 $32,400 ($12,454) 62%
Non-Store Retailers $11,808 $16,663 (54,855) 71%
Part-Time Business $49 $2,367 (52,318) 2%
Mortuary Sales $7,439 $6,029 $1,410 123%
Auctioneer Sales $649 $5,704 (55,055) 11%

Closed Acct-Adjustmt $109 $1,689 ($1,580) 6%

- GRAND TOTAL $7,194,925 $8,527,349 ($1,332,425) 84%
CONFIDENTIAL Sources: MuniServices and Claritas
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Economic Category Chart's Message
-noJmcgmq ._.o.ﬁm_ The chart provides an overview of how well Novato is capturing potential sales tax based on its residents'
General Retail effective buying income (disposable income) compared to purchasing habits in the S.F. Bay Area region.
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