OLYMPIC VALLEY DRAFT
COMPREHENSIVE FISCAL ANALYSIS

Review Report

PROPOSED INCORPORATION OF THE TOWN OF
OLYMPIC VALLEY (PLACER COUNTY)

BETTY T. YEE

California State Controller

October 2015




California State Controller
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Kristina Berry, AICP

Executive Officer
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Dear Ms. Berry:

The State Controller’s Office has completed a review of the questions raised by Incorporate
Olympic Valley (I0V) regarding the Draft Comprehensive Fiscal Analysis (Draft CFA) prepared
by your commission of the incorporation of the Town of Olympic Valley, located in the North
Lake Tahoe region of Placer County. The results of our review are presented in the attached
report.

The objective of our review is to report on the accuracy and reliability of the information,
methodologies, and documentation used in the Draft CFA. Our review was based on analysis
using past data as prescribed by Government Code section 56801 and the Governor’s Office of
Planning and Research’s “A Guide to the LAFCO Process for Incorporations.”

Upon request, my staff is available to meet with you to discuss the details of our review and
findings.

The invoice for the cost of our review will be forthcoming. If you have any questions, please
contact Elizabeth Gonzélez, Chief, Local Government Compliance Bureau, at (916) 324-0622.

Sincerely,
Original signed by

JEFFREY V. BROWNFIELD
Chief, Division of Audits

JVB/as
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Executive Summary

Background

Summary of
Review Findings

A proposal was presented to the Local Agency Formation Commission
(LAFCO) for the County of Placer for the reorganization of the Olympic
Valley area in the North Lake Tahoe region of Placer County. The
proposed reorganization was for the incorporation of the Town of Olympic
Valley.

The Executive Officer of LAFCO, through a contract with a consultant,
prepared a Draft Comprehensive Fiscal Analysis (Draft CFA) for the
proposed incorporation, in accordance with the requirements of
Government Code section 56800. The public Draft CFA was revised and
published July 24, 2015.

Government Code section 56801 allows any interested party to ask
LAFCO to request that the State Controller’s Office (SCO) review
specified elements of the Draft CFA with regard to the accuracy and
reliability of the information, methodologies, and documentation used in
the analysis. Within 45 days of receiving a request, the SCO is required to
issue a report to the Executive Officer of LAFCO.

On August 19, 2015, Incorporate Olympic Valley (IOV), submitted a
request to LAFCO that the SCO review 31 issues related to the accuracy
of data in the Draft CFA.

IOV’s request is included as an Attachment to this report.

Projected town revenues understated:

Issue 1: The Draft CFA should include indirect costs in the calculation of
total net cost transferred from the County to the Town.

The SCO concludes that the Draft CFA should include indirect costs in the
calculation of total net departmental costs transferred. However, the Draft
CFA included indirect costs for some departments and excluded indirect
costs for other departments.

Issue 2: The Draft CFA should include Olympic Valley’s proportionate
share of the cost of North Lake Tahoe regional marketing, transportation
and infrastructure improvement services in the calculation of property tax
revenue to be transferred to the Town.

The SCO concludes that the Draft CFA should include the proportionate
share of the North Lake Tahoe Resort Association’s (NLTRA) contract
cost in the calculation of total net cost funded by general purpose revenues.
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Issue 3: In addition, 10V requests that the SCO inform LAFCO that
transient occupancy tax revenue should not be subtracted from the cost of
these services to arrive at total net cost of services, as transient occupancy
tax revenues do not fall within section 56810(c)(2) exclusions.

The SCO concludes that the transient occupancy tax (TOT) revenue
should not be subtracted from the NLTRA cost of services transferred to
the town, to arrive at total net cost of services transferred to the town.

Issue 4: The net costs of services transferred by the Community
Development Resource Agency, HHS — Animal Services Department, and
Facilities — Parks Department as reported by the County should be used
in the Draft CFA.

The SCO concludes that the correct costs and revenues were utilized in the
calculation of fiscal year 2013-14 net cost of services.

Issue 5: The Draft CFA should disclose the calculation of the Auditors’
Ratio, to allow confirmation of its accuracy. 10V also requests that the
State Controller confirm that the Auditor’s Ratio has been calculated in
compliance with Government Code Section 56810 (c)(1).

The SCO concludes that the Auditor’s Ratio calculation is accurate and in
compliance with Government Code section 56810(c)(1).

Issue 6: The Draft CFA should use future residential development sales
values and resulting assessed values as reported by the Village at Squaw
Valley developer.

The SCO concludes that the Draft CFA should use future residential
development sales values and resulting assessed values as reported by
Squaw Valley Real Estate (SVRE). However, SVRE did not provide
pricing models for future sales; therefore, the Draft CFA used the only data
available which was historical values.

Issue 7: The Draft CFA should to include ‘“foreseeable” and “forecast”
development reported by Placer County.

The SCO concludes that all “foreseeable” and “forecast” units in question
were appropriately included in the Draft CFA.

Issue 8: The Draft CFA should include the recapture of all of the
Proposition 8 reassessment values.

The SCO concludes that the Draft CFA should include additional
Proposition 8 reassessments that could be recaptured in future years.

Issue 9: The Draft CFA should include four quarters of sales tax revenue
in the Transition Year.

The SCO concludes that the Draft CFA should include three, not four,
quarters of sales tax revenue in the transition year.
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Issue 10: The Draft CFA should include the property transfer tax revenue
from 376 new residential units omitted from the analysis; use sales values
of new residential units as reported by the developer of the Village at
Squaw Valley; and use current values for the resale of existing residential
units.

The SCO concludes that 345 of the 376 units were properly excluded in
the Draft CFA. The Draft CFA used the only data available, which was
historical values.

Issue 11: The Draft CFA should include franchise fee revenue from new
development and a CPI factor.

The SCO concludes that the Draft CFA’s methodology of excluding
franchise fee revenue growth projections is reasonable due to
uncertainties. However, the SCO determined that the 2.1% Consumer
Price Index (CPI) factor used in other miscellaneous revenue projections
should be included in the analysis in order to provide consensus
throughout the draft report.

Issue 12: The Draft CFA should include recovery of a portion of the cost
of preparing the General Plan and Zoning Ordinance through a General
Plan fee.

The SCO concludes that the Draft CFA should include recovery of a
portion of the general plan fee. However, the cost recovery process is
unpredictable; therefore, the exclusion of the general plan fee revenues is
reasonable.

Town staffing not based on comparable cities:

Issue 13: The Draft CFA should use truly comparable contract cities in
projecting the number of employees required to provide Town services.

The SCO concludes that the Draft CFA used comparable cities in
projecting the number of employees required to provide town services.
However, the actual number of employees could be less based on the
services that the town council feels is appropriate.

Issue 14: The Draft CFA should use a benefit ratio more appropriate to
newly incorporated, contract cities, rather than the older, full-service
cities.

The SCO concludes that the proposed benefit ratio of 35% is appropriate.

Town services and costs exceed existing levels of service:

Issue 15: The Draft CFA should use existing law enforcement levels of
service, adjusted by an annual CPI factor as the basis for Town law
enforcement costs.

The SCO concludes that the Draft CFA should use existing law

enforcement levels of service, adjusted by an annual CPI factor, as the
basis for town law enforcement costs.

-3-
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Issue 16: The Draft CFA should match future service levels with existing
service levels. The “cost allocation for O/H and Admin” factor should be
deleted from the Community Development Department expenditures.

The SCO concludes that the Draft CFA should not delete the “cost
allocation for O/H and Admin” factor and should match future service
levels with existing service levels for the Community Development
Department. Furthermore, the Community Development Department costs
are higher because service levels are inflated by having both staff costs
and contract services costs combined in the Community Development
Department’s expenditure schedule.

Issue 17: The Draft CFA should use the existing acreage for Cal Fire
services as reported by the Squaw Valley Fire Chief.

The SCO concludes that the Draft CFA should use the correct acreage for
Cal Fire services as reported by the Squaw Valley Fire Chief.

Issue 18: The Draft CFA should use existing Animal Control service
levels and costs as reported by Placer County.

The SCO concludes that the Draft CFA should use existing animal control
service levels and costs as reported by Placer County.

Town contract services and costs not based on comparable cities:

Issue 19: The Draft CFA should use truly comparable contract cities in
projecting the number of employees required to provide Town services.

The SCO concludes that the Draft CFA used comparable cities in
projecting the number of employees required to provide town services.
However, the actual number of employees could be less based on the
services that the town council deems appropriate.

Issue 20: The Draft CFA should use comparable, limited service contract
cities as the basis for City Attorney expenditures.

The SCO concludes that the Draft CFA should use comparable limited
service contract cities as the basis for city attorney expenditures.

Issue 21: The Draft CFA should use comparable city insurance costs and
industry standards for calculating insurance costs.

The SCO concludes that the Draft CFA’s estimated insurance cost
amounts are reasonable.

Transition year loan net costs overstated:

Issue 22: The Draft CFA should include four quarters of sales tax
revenue in the Transition Year.

The SCO concludes that the Draft CFA should include three, not four,
quarters of sales tax revenue. The county is entitled to receive the first
quarter.
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Issue 23: The Draft CFA should include fines and forfeitures revenue in
the Transition Year.

The SCO concludes that the Draft CFA should include fines and
forfeitures revenue in the transition year.

Issue 24: The Draft CFA should use the correct CPI in the Transition-
Year analysis.

Per our conversation and correspondence with I0V’s consultant at
Municipal Resource Group, IOV retracted this issue from its request.

Issue 25: The 10% annual contingency expenditure should be eliminated
and instead, be presented as an unappropriated and cumulative 10%
contingency fund reserve.

The SCO concludes that the Draft CFA presentation of a 10% contingency
expenditure is reasonable.

Issue 26: The Draft CFA should calculate a reasonable General Fund
reserve of 17% of operating expense.

The SCO concludes that the Draft CFA should apply OPR guidelines for
a reserve fund of 10% to 20% of general fund expenditures and a separate
reserve fund set minimally at 10% of general fund revenue.

Issue 27: The Draft CFA should calculate the Town’s reserve based on
total operating expenses and not on total town revenue.

The SCO concludes that either revenue or expenditures are appropriate in
establishing a fund balance reserve. Therefore, the Draft CFA reserve
based on total town revenue is reasonable.

Issue 28: The Draft CFA should calculate the cost of County services
transferred and the revenues transferred, but should not speculate on the
amounts of revenue neutrality payments.

The SCO concludes that the Draft CFA must address revenue neutrality
and identify any impacts. However, revenue neutrality payments should
not be presented until negotiations have taken place after the completion
of the Draft CFA.

Issue 29: The cost of County services transferred should include indirect
costs.

The SCO concludes that the costs of county services transferred should
include indirect costs.

Issue 30: The responsibility for North Lake Tahoe contributions should
be clarified.

The SCO concludes that the responsibility for the NLTRA is depicted in
the Draft CFA. Scenario 1 of the revenue neutrality payment presentation
indicates that the 4% TOT expenses related to the NLTRA will not be
transferred to the town. Therefore, it is presumed that the county will
continue to provide these services.
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Issue 31: Appendices 4 and 5 should be removed from the Draft CFA.

The SCO concludes that there are no requirements in the OPR guidelines
to include or exclude historical scenarios.

Original signed by

JEFFREY V. BROWNFIELD
Chief, Division of Audits

October 28, 2015
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Review Findings

ISSUE 1—

Indirect costs in the
calculation of total net
cost transferred

Incorporate Olympic Valley (IOV), in its request to the Placer Local
Agency Formation Commission (LAFCO), stated:

The Draft CFA should include indirect costs in the calculation of total
net cost transferred from the County to the Town.

and:

The California Government Code and Office of Planning and Research
(OPR) Guidelines clearly state that indirect County costs must be
included in the calculation of total net cost and the amount of property
taxes that will be transferred. Government Code section 56810 (c)(2)
states in part: “total net cost means the total direct and indirect costs that
were funded by general purpose revenues of the affected agency...”
(underlining added). 10V has repeatedly asked LAFCO how indirect
costs have been included in the calculation of the property tax revenue
that will be transferred. In its July 24, 2015 letter (letter page 7) that
accompanied the Draft CFA, RSG indicates that the Draft CFA uses “all
direct and indirect costs provided to RSG by the County.” But in fact the
Draft CFA does not include indirect costs.

SCO’s Analysis and Response to Issue 1

The SCO reviewed the net costs of services transferred to the town shown
in Figure 9 — Property Tax Share Transfer (page 21) and Figure 20 —
Revenue Neutrality Payment (page 48) to assess the correctness of
presenting Draft CFA cost information and resulting net costs.

The SCO reviewed departmental cost information produced by county
agencies for use in preparing the Draft CFA’s net cost of services
transferred to the town. We determined that some departmental net costs
did not include an allocation of county-wide indirect costs. However, two
larger departments — the Community Development Resource Agency
(CDRA) and the Sheriff’s Office — included these costs.

For the CDRA, we noted that an allocation of county-wide indirect costs
was included in cost information. These indirect costs were identifiable
from a Cost Allocation Plan developed for the CDRA’s Engineering Unit.
According to county representatives, the indirect cost rate of 71.43%
reflects CDRA only and is not applicable to other county agencies or
departments.

As a result of interviews with the Sheriff’s Office and calculations of its
cost information, we noted that actual costs include county-wide indirect
costs. However, the Draft CFA tables of Figure 9 — Property Tax Share
Transfer (page 21) and Figure 20 — Revenue Neutrality Payment (page 48)
incorrectly show a contract cost figure for the net costs transferred.
Contract costs are based on the full-time equivalent multiplied by salary
and benefit cost factors and do not include applied overhead or indirect
costs. While an incorrect figure was used in the Draft CFA, our calculated
figure based on actual cost information resulted in a minor variance from
the contract cost figure.
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ISSUE 2—
Proportionate share of
North Lake Tahoe
regional marketing,
transportation, and
improvement costs

ISSUE 3—

Transient occupancy
tax revenue should not
be subtracted from the
cost of services

The SCO concludes that the Draft CFA should include indirect costs in the
calcuation of total net costs transferred from the county to the town.
However, the Draft CFA included indirect costs for some departments and
excluded indirect costs for other departments.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include Olympic Valley’s proportionate share of
the cost of North Lake Tahoe regional marketing, transportation and
infrastructure improvement services in the calculation of property tax
revenue to be transferred to the Town.

IOV believes that, pursuant to Government Code section 56810(c)(2),
services and costs which were funded by general purpose revenues should
be included in the calculation of total net cost.

SCO’s Analysis and Response t0 Issue 2

The 8% Placer County transient occupancy tax (TOT) and 2% North Lake
Tahoe TOT were both passed as a general tax; therefore, they are not
considered restricted revenue sources. Placer County currently provides
marketing, transportation, infrastructure, and other services specific to the
North Lake Tahoe basin, either directly or through an agreement with the
North Lake Tahoe Resort Association (NLTRA). These services are
funded by 6% of the North Lake Tahoe region TOT collected, which are
unrestricted general purpose revenues. Therefore, the SCO concludes that
the Draft CFA should include the proportionate share of the NLTRA
contract cost in the calculation of total net costs funded by general purpose
revenue.

IOV, in its request to the Placer LAFCO, stated:
In addition, 10V requests that the SCO inform LAFCO that transient
occupancy tax revenue should not be subtracted from the cost of these

services to arrive at total net cost of services, as transient occupancy tax
revenues do not fall within section 56810(c)(2) exclusions.

SCO’s Analysis and Response 10 Issue 3

The Governor’s Office of Planning and Research (OPR) guidelines state:

Net cost includes both direct costs and overhead (indirect costs) funded
by general-purpose revenues. The total net cost excludes any portion of
the total costs funded by special purpose revenue, federal revenues, and
revenues derived from fees, charges or assessments. Examples of these
revenues include land use planning fees, building permit fees, gas tax
revenues, landscape, and lighting assessments, and animal licensing fees.

Placer County’s 8% TOT and the 2% North Lake Tahoe TOT were both
passed as a general tax; therefore, it is not considered a restricted revenue
source. Due to OPR guidelines and Government Code section 56810(a-c)
exclusions, the SCO concludes that the TOT revenue should not be
subtracted from the NLTRA cost of services transferred to the town, to
arrive at the total net cost of services transferred to the town.
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ISSUE 4—

County reported net
cost of services should
be used in the Draft
CFA

ISSUE 5 —
Calculation of
Auditor’s Ratio

IOV, in its request to the Placer LAFCO, stated:

The net costs of services transferred by the Community Development
Resource Agency, HHS — Animal Services Department, and Facilities —
Parks Department as reported by the County should be used in the Draft
CFA.

SCO’s Analysis and Response to Issue 4

The SCO conducted interviews with the consultant that prepared the Draft
CFA, the Placer County Executive Office, and individual county
departments to obtain actual FY 2013-14 costs and revenues. The SCO
uncovered two sets of data, which are for FY 2013-14 and FY 2014-15.
The data received by IOV were for FY 2014-15.

The SCO determined that the costs and revenues presented in the net costs
of services calculation for CDRA, Health and Human Services (HHS)—
Animal Services and Facilities—Parks are accurate based on the
information provided by county departments. Therefore, the SCO
concludes that the correct costs and revenues were utilized in the
calculation of FY 2013-14 net cost of services.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should disclose the calculation of the Auditors’ Ratio, to
allow confirmation of its accuracy. IOV also requests that the State
Controller confirm that the Auditor’s Ratio has been calculated in
compliance with Government Code Section 56810(c)(1).

SCO’s Analysis and Response t0 Issue 5

The California Property Tax Managers’ Reference Manual states,

The Auditor’s Ratio is a percentage derived by dividing the property tax
revenues allocated to each affected agency during the prior fiscal year,
by all revenues received in the prior fiscal year by the affected agency
for use on a discretionary basis for general purposes prescribed under
GC 856810.

Auditor’s Ratio = Property tax revenues =+ Total general purposes
revenues.

In regards to IOV’s concern of specific property tax revenue and
exclusions from general purpose revenue, the California Property Tax
Managers’ Reference Manual states,

Property tax revenues, as prescribed under Revenue and Taxation (R&T)
Code 893(b), does not include the Property Tax In-Lieu of Vehicle
License Fees (VLF) under R&T Code 8§97.7. In general, the delinquent
10% penalty, delinquent cost and redemption penalties are excluded
from the property tax revenues. However, the County Auditor-Controller
may choose to include or exclude certain revenue types as applicable to
the county policy.
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ISSUE 6 —

Future residential
development sales
values and resulting
assessed values as
reported by the
developer

ISSUE 7 —
Foreseeable and
forecast development

Therefore, the SCO concludes that the Auditor’s Ratio calculation is
accurate and in compliance with Government Code section 56810(c)(1).
However, general purpose revenues are determined by the Placer County
Auditor-Controller as applicable to the county’s own policy.

IOV, in its request to the Placer LAFCO, stated:
The Draft CFA should use future residential development sales values
and resulting assessed values as reported by the Village at Squaw Valley
developer.

SCO’s Analysis and Response t0 Issue 6

The SCO reviewed working papers, source data, and supporting
computations for the Draft CFA property value estimates. The source data
used to compile property values reflect actual historical sales and current
assessed values. The data was obtained from reliable, independent third
parties.

The Draft CFA notes that representatives from Squaw Valley Real Estate
(SVRE) did not provide pricing information. Therefore, the Draft CFA
used the only data available, which was historical values.

The SCO concludes that the Draft CFA should use future residential
development sales values and resulting assessed values as reported by
Squaw Valley Real Estate (SVRE). However, SVRE did not provide
pricing models for future sales; therefore, the Draft CFA used the only data
available which was historical values.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should to include “foreseeable” and ‘forecast”
development reported by Placer County.

SCO’s Analysis and Response to Issue 7

The effect of excluding some development from the first 10-year
projection will affect the potential tax revenue that might be possible
through these developments. However, we were unable to find any build-
out or implementation schedules that document the actual project
completion dates.

The documents we reviewed included initial studies, meeting
minutes/updates of the county’s CDRA, and project-specific
environmental impact reports related to the development projects
mentioned by IOV.

The Draft Environmental Impact Report (EIR) addresses the development
projects in question as likely to occur over a 25-year horizon. The
cumulative list considers related projects likely to be constructed over the
25-year buildout of the proposed project.

-10-
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ISSUE 8—
Proposition 8
reassessment values

ISSUE 9—
Quarters of sales tax in
the transition year

In the absence of other documented implementation or completion
timelines, even though the Draft EIR recognizes these projects as likely
and probable, the SCO concludes that all “foreseeable” and ““forecast”
units in question by the proponents were appropriately included in the
Draft CFA.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include the recapture of all of the Proposition 8
reassessment values.

and:

IOV research indicated that as of 2014, there was $153,885,639 of
Proposition 8 reassessments to be recaptured within the Town limits in
future years, which prior versions of the CFA did not include in assessed
value projections (Exhibit 7). After IOV reported this omission, the July
24, 2014 Draft CFA apparently added $58,343,000 in Proposition 8
reassessments in the 2015-16 values..The Draft CFA also adds
$28,599,900 in both fiscal years 2016-17 and 2017-18, for a total
recapture of $115,543,600 of Proposition 8 reassessments (page 24).
This leaves $38,342,039 in Proposition 8 reassessments yet to be
recaptured, which is not included in the Draft CFA assessed value
analysis.

SCO’s Analysis and Response to Issue 8

Our review of this issue and interviews with the Placer County Assessor’s
Office found that approximately $182,000,000 in Proposition 8
reassessments were left to be recaptured as of the FY 2015-16 Assessment
Roll.

The SCO concludes that the Draft CFA should include additional
Proposition 8 reassessments that could be recaptured in future years.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include four quarters of sales tax revenue in the
Transition Year.

and:

The Draft CFA indicates that because of timing issues, the Town will
receive two quarters sales tax revenue in the Transition Year ($235,600)
(page 28). The Draft CFA also indicates that the County will receive one
quarter of sales tax revenue ($118,000) in the Transition Year loan
analysis (page 46). One quarter sales tax revenue is missing from the
analysis. 10V believes that it will be received by the Town for the 4™
quarter, based on the “advance payments” of sales tax revenue made by
the State. In any event, all four quarters revenues should be included in
the analysis, whether allocated to the Town or the County (as an offset
to the Transition Year loan costs).

-11-
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ISSUE 10—
Property transfer tax
revenue

SCO’s Analysis and Response to Issue 9

Based on discussions with the State Board of Equalization (BOE), Local
Revenue Allocation Unit, the town may receive sales tax advances for the
months of October through June. The BOE indicated that if the town is
operative and effective on July 1, 2016 (third quarter 2016), the earliest
first scheduled advance payment would be disbursed in September 2016,
for the month of October. The BOE noted that the town council would
need to complete several key activities in its first 60 days, which includes
applying with the BOE for tax revenue allocations.

The BOE advances are based on prior-year historical collection data for
that jurisdiction. The BOE policy is to disburse an advance “estimate”
every month for each quarter. The third monthly advance in each quarter
includes a “clean up” reconciliation computed for a prior quarter. The SCO
confirmed the source data and payment calendar with the BOE and
recalculated the amounts shown in the forecast model (Figure 13,
page 28).

In reviewing the Draft CFA base year calculations and work papers, we
guestioned the removal of $9,430 from the BOE’s tax revenue estimate for
the town. The Draft CFA (page 27) indicates that “According to
Government Code section 56800, additional revenues the County did not
actually receive during the base year should not be included. . ..” On
inquiry, the BOE disagreed with removing the partial-year tax revenue
from its estimate. Also, Government Code section 56800 does not contain
language indicating how revenue should be determined, as nearly all of
the code relates to determining costs for preparing a comprehensive fiscal
analysis.

From our discussion with the BOE and the review procedures performed,
we determined the Draft CFA base year revenue calculation is incorrect
and understates the town’s projected sales tax revenue.

The SCO concludes that the Draft CFA should include three, not four,
quarters of sales tax revenue earned in the transition year, as the town will
not be eligible to collect four quarters. The Draft CFA omitted one
quarter’s advance of estimated sales tax revenue.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include the property transfer tax revenue from
376 new residential units omitted from the analysis; use sales values of
new residential units as reported by the developer of the Village at Squaw
Valley; and use current values for the resale of existing residential units.

SCO’s Analysis and Response to Issue 10

The SCO reviewed working papers, source data, and supporting
computations for the Draft CFA property value estimates and housing
stock counts used for the property transfer tax analysis.

-12-
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ISSUE 11—
Franchise fee revenue

ISSUE 12—
General plan fee

IOV believes that 376 units were omitted from the Draft CFA. The
376 units in question are comprised of 250 hotel rooms (hot to be sold),
31 fractional units (will be sold), and 95 existing housing stock (will be
sold in the subsequent years). Of the 376 units, only the 31 fractional units
should be included in the Draft CFA. However, new sales of fractional
units are difficult to predict.

The source data used to compile property values reflect actual historical
sales and current assessed values. The data was obtained from
independent third parties. The Draft CFA notes that representatives from
SVRE did not provide pricing information.

Results of the analyses used for the Draft CFA could be higher than future
sales values. However, SVRE did not provide information that might have
corroborated the higher values.

The SCO concludes that 345 of 376 units were properly excluded in the
Draft CFA. The Draft CFA used the only data available, which was
historical values.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include franchise fee revenue from new
development and a CPI factor.

and:

The Draft CFA estimates franchise fees for cable, electricity and gas
utilities at $20,600 annually, throughout the ten year period of the
analysis (pages 35 and 53). The Draft CFA should include the
incremental franchise fee revenue from new commercial and residential
development, as well as the 2.1% CPI factor used for other revenue
projections in the analysis.

SCO’s Analysis and Response to Issue 11

Future franchise fee revenues are hard to predict. Franchise fees are
dependent on future development, and on the terms of future franchise
agreements, both of which are unknown at this time. Therefore, the SCO
concludes that the Draft CFA’s methodology of excluding franchise fee
revenue growth projections is reasonable. However, the SCO determined
that the 2.1% Consumer Price Index (CPI) factor used in other revenue
projections should be included in the analysis in order to provide
consistency throughout the Draft CFA.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include recovery of a portion of the cost of
preparing the General Plan and Zoning Ordinance through a General
Plan fee.
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ISSUE 13—

Number of employees
required to provide
town services

SCO’s Analysis and Response to Issue 12

The Draft CFA does not project any revenues associated with the general
plan fees; therefore, one would presume there will not be any costs
recovered by the town. The SCO determined that the town will be able to
recoup a portion of the $600,000 general plan cost; however, it is unlikely
that one can estimate the amount or time frame in which the costs would
be recovered. Furthermore, the town will have to implement its own fee
structure, which would affect the revenue amount. In addition, the town’s
cost recovery will also be dependent on the number of developments that
will actually take place, which would also impact the revenue amount.
These factors will result in a different cost recovery percentage for the
town.

The SCO concludes that the Draft CFA should include recovery of a
portion of the general plan fee. However, the cost recovery process is
unpredictable; therefore, the exclusion of the general plan fee revenues is
reasonable.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use truly comparable contract cities in projecting
the number of employees required to provide Town services.

IOV believes that the town staffing is not based on comparable cities as
stated in Government Code section 56800(a)(1), which states,

In the analysis, the executive officer shall also review how the costs of
any existing services compare to the cost of services provided in cities
with similar populations and similar geographic size that provide a
similar level of services and shall make a reasonable determination of
the costs expected to be borne by the newly incorporated city.

The main area of concern was that the Draft CFA estimated that 7.0 full-
time equivalents would be needed to administer operations at their current
level, but offers no data on similar levels and range of services to support
the staffing levels.

SCO’s Analysis and Response to Issue 13

Given Olympic Valley’s unique population, tourism industry, location and
size, it is difficult to find a city equivalent to the proposed town.

In an effort to illustrate the wide range of service costs, the Draft CFA
reviewed the budgets and service models for the 30 smallest cities in
California and selected six cities throughout the State that exhibit one or
more similarities to Olympic Valley, whether in geographic size,
population, or level of service, and concludes that the projected
expenditures for the proposed town are within the wide range of
expenditures experienced by other cities that have some shared
characteristic with Olympic Valley.
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ISSUE 14—
Benefit ratio

The SCO determined that this methodology follows the Government
Code, requiring that a comparison be made and that the LAFCO executive
officer make a reasonable determination of the costs expected to be borne
by the newly incorporated city.

The SCO concludes that the Draft CFA used comparable cities in
projecting the number of employees required to provide town services.
However, the actual number of employees could be less based on the
services that the town council feels is appropriate.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use a benefit ratio more appropriate to newly
incorporated, contract cities, rather than the older, full-service cities.

and:

...Five of the six comparable cities chosen have sworn police staff and
three have Fire Department employees, both of which have higher
benefit ratios than the Town’s non-public safety employees. The two
Placer County cities that are included in the comparable cities analysis,
Colfax and Auburn, have benefit ratios of 30% and 20%, respectively....

Newly incorporated cities and contract cities have lower benefit ratios
because they do not have large employee unions, benefit-laden contracts,
unfunded CalPERS liabilities, post-employment health care obligations,
high public safety workers compensation rates, high public safety
pension rates and other significant benefit costs. The proponents
consultants combined experience with seven newly incorporated cities is
that new cities begin with and retain relatively low benefit packages....

SCO’s Analysis and Response to Issue 14

In the Draft CFA, the consultant proposed a 35% benefit ratio to keep the
proposed town competitive with neighboring areas in the regional job
market, and to account for the relatively high cost of living in Olympic
Valley. The county provides a stipend equivalent to $9,300 annually to
employees that work in the Tahoe Basin to account for the higher cost of
living in or commuting to a remote location. 10V suggests that the benefits
ratio should be more in line with Colfax and Auburn, but Colfax and
Auburn are not in the Tahoe Basin and can offer lower salaries and
benefits.

I0V also suggests that the benefits ratio should be more in line with newly
incorporated cities without large labor wunions and financial
responsibilities. However, even without those obligations, cities can and
do elect to offer competitive benefits packages to attract and retain
employees. Given the regional employment market, remote location of
Olympic Valley, and need to attract capable employees to manage
Olympic Valley’s unique challenges, a 35% benefits ratio is reasonable.

The SCO concludes that the proposed benefit ratio of 35% is appropriate.
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ISSUE 15— IOV, in its request to the Placer LAFCO, stated:

LaW_enforcement The Draft CFA should use existing law enforcement levels of service,
service levels adjusted by an annual CPI factor as the basis for Town law enforcement
costs.

IOV believes that the law enforcement service levels and costs have been
inflated in the Draft CFA in three ways:

a) the level of service provided for in the Draft CFA is a dedicated deputy
24/7 (5.2FTE), plus a .25 Sergeant and a .5 FTE detective, for a total of
6.45 FTE’s, which is approximately double the existing service level;

b) the Draft CFA’s “per capita adjustment™ is unwarranted and increase
the staffing levels from the already inflated 6.45 FTEs to 10.2 FTEs in
FY2025-26;

c¢) employing a traffic enforcement officer exceeds the existing levels of
services, is unnecessary, and is much more costly than providing a course
in traffic training for deputies assigned to cover Olympic Valley.

IOV further stated:

The Draft CFA offers only one comparable city that uses contract law
enforcement services. Colfax, with a population 2,055 and with a high
school that draws from a radius of many miles of incorporated area,
contracts for Placer County law enforcement services at a cost of
$502,542 in fiscal year 2015/16. Our conclusion, taking into
consideration the actual shift assignments, existing levels of service,
comparable city comparison, and the true needs of Olympic Valley, is
that the law enforcement expenditure should be in the range of $500,000
to $600,000 in fiscal 2017-18, adjusted only by a CPI in subsequent
years.

SCO’s Analysis and Response to Issue 15

The Draft CFA should take into account the actual or estimated costs at
which the Sheriff’s Office would be willing to contract for services with
the town.

Government Code section 56800(a)(1) states, in part:

When determining costs, the executive officer shall include all direct and
indirect costs associated with the current provision of existing services
in the affected territory. These costs shall reflect the actual or
estimated costs at which the existing level of service could be
contracted by the proposed city following an incorporation , if the
city elects to do so . . . the executive officer shall also review how the
costs of any existing services compare to the costs of services provided
in cities with similar populations and similar geographic size that provide
a similar level and range of services and shall make a reasonable
determination of the costs expected to be borne by the newly
incorporated city.

IOV is correct in stating that the Draft CFA used law enforcement service
levels that were considerably greater than that what was actually provided
in the base year for the town.
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ISSUE 16—
Community
Development
Department future
service levels

Contrary to IOV’s belief that the Draft CFA should use a “per capita
adjustment” and/or a CPI factor in the Draft CFA, the SCO believes 10V
is disputing the FY 2014-15 service levels of 6.45 FTEs, which were
increased to 10.2 FTEs in FY 2025-26, not the actual use of a “per capita
adjustment.”

If the town incorporates, it will need traffic enforcement as the California
Highway Patrol (CHP) will no longer be responsible for providing traffic
enforcement. However, whether the town dedicates traffic enforcement
officers, or provides traffic enforcement classes for deputies assigned to
the town, would have to be negotiated between the town council and the
Sheriff’s Office.

10V would like to use the City of Colfax as a comparable city to determine
the towns’ estimated law enforcement costs; however, the use of
comparable cities’ law enforcement costs to project the proposed city’s
law enforcement costs is highly subjective, as is choosing comparable
cities. Even though cities can have similar populations, locations, and
services, each city or proposed city is unique and can contract for different
law enforcement services. Based on interviews with the Sheriff’s Office,
the SCO determined that is it unlikely that the Sheriff’s Office would enter
into a contract to provide services to the proposed town based on the City
of Colfax contracted service levels. However, it would be up to the town
council and the Sheriff’s Office to mutually agree to an acceptable service
level.

In our review of this issue and interviews with Sheriff’s Office staff, we
determined that the Sheriff’s Office spent more than $1.2 million in the
base year to provide law enforcement services in the proposed city. This
amount does not include CHP costs for traffic enforcement. In addition,
base-year law enforcement service levels were considerably less than the
law enforcement service levels that were used in the Draft CFA. The
Sheriff’s Office would not disclose the minimum law enforcement service
levels and the associated costs to provide those services to the proposed
town without mutual agreement with the proposed town council.

The SCO concludes that the Draft CFA should use existing law
enforcement levels of service, adjusted by an annual CPI factor, as the
basis for the town’s law enforcement costs.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should match future services levels with existing service
levels. The “cost allocation for O/H and Admin” factor should be deleted
from the Community Development Department expenditures.

and:

As mentioned above, the Draft CFA proposes two FTE staff positions plus
$125,700 in contract staff for the Town’s Community Development
Department. This is the equivalent of approximately 3 FTE positions for
planning, development engineering and building inspection services. The
Draft CFA does not provide any data or basis for the staffing level or
contract amounts.
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The Placer County Community Development and Resource Agency
reported that it currently allocates 1.212 FTE’s for planning, building and
engineering services for Olympic Valley, which is based on their
experience in providing these specific services to Olympic Valley
(Exhibit 9). OPR Guidelines state: “feasibility is best determined by
comparing existing costs, revenues and levels of service to those expected
after incorporation.” Accordingly, the Draft CFA should use 1.212 FTE’s
for Community Development. IOV believes that the Town would require
one Community Development Director (one FTE). This means that
contract services should be estimated at .212 FTE (.212 x CD Director
Compensation = $27,400). The $125,000 estimate violates Government
Code section 56800 requiring costs to “reflect the actual or estimated costs
at which the existing level of service could be contracted by the proposed
city...”

The Draft CFA also includes a line item in the Town’s Community
Development Department expenditures for “Cost Allocation for O/H and
Admin” in the amount of $84,287 in the transition year (page 67),
increasing each year thereafter by 2.1%. RSG’s July 24, 2015 letter (letter
page 12) indicates that this is the “countywide Overhead Cost Allocation
factor of 71.43 % of salaries and benefits.” It is highly unlikely that the
Town would contract with the County for any planning, code enforcement
or other development services, so this would not be an incurred Town cost.

It is interesting to note that the Draft CFA was able to determine this
proposed ongoing “Cost Allocation for O/H and Admin” cost of $84,287
for a “countywide Overhead Cost Allocation factor of 71.43 % of
salaries and benefits” for contract services to the Town, yet does not
include these costs in the existing County Community Development
Department costs that would be transferred to the Town in the calculation
of property tax revenue, as discussed above.

SCO’s Analysis and Response to Issue 16

Government Code section 56800 states, “costs shall reflect the actual or
estimated costs at which the existing level of service could be contracted
by the proposed city...” As the calculated contract costs already reflect the
existing service levels, the addition of salary and benefit costs inflates
projected costs and service efforts beyond the existing levels, as prescribed
in Government Code section 56800. Either the actual costs of services or
estimated contract costs based on the existing level of service should be
used in the Draft CFA, but not both.

The SCO concludes that the Draft CFA should not delete the “cost
allocation for O/H and Admin” factor and should match future service
levels with existing service levels for the Community Development
Department. Furthermore, the Community Development Department costs
are higher because service levels are inflated by having both staff costs
and contract services costs combined in the Community Development
Department’s expenditure schedule.
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ISSUE 17—

Acreage used to
calculate the Cal Fire
per acre fee

ISSUE 18—
Animal control services

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use the existing acreage for Cal Fire services as
reported by the Squaw Valley Fire Chief.

and:

The Draft CFA assumes 5,662 acres would be subject to the Cal Fire per
acre fee of $23.01 per acre, plus and administrative fee of 11.97%
(page 41). The Squaw Valley Public Services District (SVPSD) Fire
Department has stated that the correct acreage is 4,578 acres. Exhibit 11
is an email from the SVPSD confirming 4,578 acres would be subject to
the fee.

SCO’s Analysis and Response to Issue 17

Our review of this issue and interviews with Placer LAFCO, the consultant
and the county indicate that the town and the Squaw Valley Public
Services District (SVPSD) have the same boundaries. Therefore, the
acreage subject to the Cal Fire service should not change due to the
incorporation. Furthermore, the consultant agreed that the Cal Fire Service
fee should be calculated based on 4,578 acres.

The SCO concludes that the Draft CFA should use the correct acreage for
Cal Fire services as reported by the Squaw Valley Fire Chief.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use existing Animal Control service levels and
costs as reported by Placer County.

and:

The Draft CFA states that Placer County Animal Control services are
provided to Olympic Valley at cost of $7,553 in Fiscal year 2013-14.
The Draft CFA estimates contract animal control services for the Town
in Fiscal Year 2017/18 would cost $16,190.

Again, OPR Guidelines state: “feasibility is best determined by
comparing existing costs, revenues and levels of service to those
expected after incorporation.” The Draft CFA should use the existing
cost ($7,553 adjusted by a CPI) for animal control

SCO’s Analysis and Response to Issue 18

The SCO reviewed the FY 2013-14 and FY 2014-15 costs provided by the
Placer County HHS. The base year (FY 2013-2014) cost of $7,295 was
confirmed to be accurate. This base year cost was determined by a pro rata
share of Animal Control Officer’s (ACO) activities in Olympic Valley
versus total ACO activities for the Tahoe region during that period. The
result was a calculated percentage of 2.03%. For FY 2014-15, the cost of
$14,424 was provided by HHS, in which Olympic Valley had a higher pro
rata share, due to increased ACO activities. The result was a calculated
percentage of 4.36%.
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OPR guidelines state:

Budget projections are based on a series of judgment decisions related to
other established cities, past experience and the type of levels of services.
In addition, the level of services provided and the type of provider (either
the new city or a contract entity) will impact the annual projections of
cost. OPR recommends that LAFCO clearly identify the assumptions
underlying the projections of costs. These projected costs can also be
based on a review of the budgets of similar sized cities.

and:

Although it is assumed that it is the intention of all new cities to improve
services, feasibility is best determined by comparing existing costs,
revenues and levels of service to those expected after incorporation.

HHS was not contacted by the consultant or the County Executive Office
to provide a contract service model based on current service levels.
Therefore, the Draft CFA used the FY 2014-15 service levels and costs of
$14,424 to calculate the projected expenditures. However, the Draft CFA
should have used the FY 2013-14 base-year service level and costs of
$7,295 to project future animal control expenditures.

If the proposed town decides to obtain animal control services through
HHS, the final contract cost cannot be determined until the new town
council and HHS agrees on a service level and cost.

The SCO concludes that the Draft CFA should use existing animal control
service levels and costs as reported by Placer County.

ISSUE 19— IOV, in its request to the Placer LAFCO, stated:
Number of employees
required to provide
town services

The Draft CFA should use truly comparable contract cities in projecting
the number of employees required to provide Town services.

and:

As discussed above, Government code section 56800 (a) (1) states: “In
the analysis, the executive offices shall also review how the costs of any
existing services compare of the cost of services provided in cities with
similar populations and similar geographic size that provide a similar
level and range of services...”(underlining added).

SCO’s Analysis and Response to Issue 19

The SCO concludes that the Draft CFA used comparable cities in
projecting the number of employees required to provide town services.
However, the actual number of employees could be less based on the
services that the town council deems appropriate.

See the SCO’s analysis and response to issue 13 for complete analysis.
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ISSUE 20—
City attorney
expenditures

ISSUE 21—
Insurance costs

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use comparable, limited service contract cities
as the basis for City Attorney expenditures.

IOV stated that the City of Loomis (population 6,300) budgeted $60,000
and the City of Colfax (population 2,019) budgeted $43,000 for attorney
costs. IOV’s counsel, who provides city attorney services for many
jurisdictions in California, estimates $50,000 for the transition year and
$40,000 for ongoing town attorney services.

In addition, IOV stated that as a contract city with no bargaining units, no
police department, no fire department, and no utility services, legal costs
would be minimal.

The Draft CFA suggests that travel time will result in higher town attorney
costs because Olympic Valley is not as accessible as Loomis and Colfax.
IOV believes that the Draft CFA should have taken into consideration
municipal attorneys located close to Olympic Valley.

SCO Analysis and Response to Issue 20:

The SCO contacted the City of Auburn and the Town of Truckee
attorneys’ offices (both contracted attorneys) to assist with the basis for
proposed city attorney expenditures for Olympic Valley.

The SCO confirmed with both attorneys’ offices that legal costs for a
contract city with no bargaining units, police department, fire department
or utility departments would be minimal as those variables typically
demand higher attorney costs.

The City of Auburn attorney office suggested that, based on a contract city
model without the above services, an estimate of $70,000 a year is
reasonable for town attorney costs. The Town of Truckee attorney
believed that $60,000 in the transition year and $50,000 for ongoing town
services are reasonable attorney costs.

The SCO concludes that the Draft CFA should use comparable limited
service contract cities as the basis for city attorney expenditures. Based on
the City of Auburn, the Town of Truckee, and the IOV attorney who
provides legal services to many jurisdictions in California, the Draft CFA
inflated the legal costs for the proposed town.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use comparable city insurance costs and industry
standards for calculating insurance costs.

and:

The Draft CFA assumes insurance costs are a percentage of revenue,
which is not at all common to cities’ Joint Powers Insurance Authority
practices, which charge premiums based on payroll. Based on the
percentage of revenue methodology, insurance costs are assumed to be
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ISSUE 22—
Sales tax revenue in the
transition year

$66,400 in the Transition Year (during which there is practically no
payroll and no liability exposure), increasing by 2.1% per year. Colfax,
with contract law enforcement services and 2,019 population, has an
insurance cost of $30,000 per year, even including coverage for a
wastewater collection and treatment operation. Incorporate Olympic
Valley believe this is a reasonable comparable city estimate for
insurance costs, adjusted annually by payroll cost increases.

SCO Analysis and Response to Issue 21:

The SCO spoke with California Joint Powers Insurance Authority (CIPIA)
and Public Agency Risk Sharing Authority of California (PARSAC). The
SCO confirmed with both agencies that insurance costs are driven by both
cost of payroll and actual claims.

CJPIA and PARSAC estimated insurance costs reasonably close to the
amount stated in the Draft CFA by using their costing models. These
estimates included general liability and Workers’ Compensation
premiums. PARSAC believes that it is possible that Colfax’s insurance
cost of $30,000 is for a general liability premium only.

The SCO concludes that insurance costs can vary based on the different
premiums included in the insurance package. Therefore, the Draft CFA’s
insurance cost amounts are reasonable.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include four quarters of sales tax revenue in the
Transition Year.

and:

The Draft CFA indicates that because of timing issues, the town will
receive two quarters sales tax revenue in the Transition Year ($235,600)
(page 53). If the Town receives only two quarters, the County should be
noted as receiving the other two quarters in the Transition Year Loan
analysis (page 46). The Draft CFA indicates that the County receive one
quarter of sales tax revenue ($118,000) in the Transition Year loan
analysis. The Transition Year loan should be corrected to show two
quarters of sales tax revenue retained by the County.

SCO’s Analysis and Response to Issue 22

Our review of this issue and interviews with the BOE indicate that the
town will receive sales tax advances for the months of October through
June, or three, not two, quarters as used in the Draft CFA.

The SCO concludes that the Draft CFA should include three, not four,
quarters of sales tax revenue. The county is entitled to receive the first
quarter.

See the SCO’s analysis and response to issue 9 for complete analysis.
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ISSUE 23—
Fines and forfeitures
revenue

ISSUE 24—
Consumer Price Index
in the transition year

ISSUE 25—
10% annual contingency
expenditure

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should include fines and forfeitures revenue in the
Transition Year.

and:
Fines and Forfeitures that will be received by the County are omitted
from the revenue retained by the County. They should be included in
the analysis.

SCO’s Analysis and Response to Issue 23

OPR guidelines state:

The new city has up to five years to reimburse the county for the net cost,
unless waived by the county (See Exhibit 7, Calculation of Repayment
To County).” The exhibit (page 38) includes fines and forfeitures
revenue for the calculation of transition year repayment.

Furthermore, OPR guidelines (page 39), cite Government Code
section 56810 which defines net costs of services as:

e The total direct and indirect expenses to the county of providing
services;

e Adjusted by any subsequent change in the Consumer Price Index,
and

e Less any revenues, which the county retains, that was generated
from the formerly unincorporated territory during the period of time
the services were provided by the county.

Therefore, the SCO concludes that the Draft CFA should include fines and
forfeitures revenue in the transition year.
IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should use the correct CPI in the Transition Year
analysis.

SCO’s Analysis and Response to Issue 24

Per our conversation and correspondence with I0V’s consultant at
Municipal Resource Group, IOV retracted this issue from its request.

IOV, in its request to the Placer LAFCO, stated:
The 10% annual contingency expenditure should be eliminated and
instead, be presented as an unappropriated and cumulative 10%
contingency fund reserve.

and:
This would make the Draft CFA consistent with the OPR Guidelines and

it is also consistent with the way in which the General Fund Reserve is
treated in the Draft CFA.
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ISSUE 26—
Reasonable general fund
reserve

SCO’s Analysis and Response to Issue 25

IOV disputes the inclusion of an estimated 10% contingency expenditure
(charge) in the town's operational forecast and suggests that a contingent
reserve in fund balances be established instead, consistent with OPR
guidelines. Shifting the contingency charge away from operating
expenditures into a fund balance section improves net revenue. However,
other CFAs reviewed by the SCO (approximately 10 from various
preparers) show a common practice of factoring an annual 5% to 10%
contingency expenditure in the general fund financial forecasts.

The SCO concludes that the Draft CFA presentation of a 10% contingency
expenditure is reasonable.

IOV, in its request to the Placer LAFCO, stated:

The Draft CFA should calculate a reasonable General Fund reserve of
17% of operating expense.

and:

OPR Guidelines state: “A reasonable unappropriated reserve, in addition
to a contingency fund, is necessary. Although the preferred level of a
reserve fund can vary and should be based on existing and comparable
new cities, a minimum reserve of 10% is recommended.”

Instead of a “reasonable” reserve, the Draft CFA argues for a 30%
reserve from the very first year following incorporation. 10V has
consistently presented its case that the reserve should be built up over
time, and that it should be based on Government Finance Officers
Association (CFOA) recommended practices. GFOA is the source of
best practice financial guidelines for public agencies; it recommends a
General Fund reserve of two months expenditures (17%). The
Preliminary Draft CFA overachieves, using anecdotal information on
reserves that have accumulated in cities over many years, to support an
arbitrary reserve of 30% The Draft CFA should follow the OPR
Guidelines and GFOA best practices, and have a reserve of 17%.

SCO’s Analysis and Response to Issue 26

OPR guidelines suggest a minimum reserve in the “contingency fund” of
10% to 20% of general fund expenditures and a separate “reserve fund”
set minimally at 10% of general fund revenue. The Draft CFA presents a
single reserve appropriation of 30% of general fund revenue.

Further, the Draft CFA reserve rate is largely derived from a survey of
61 cities across California, in which a median value was calculated to
gauge reserve rates. The survey is not an unreasonable approach to
building a baseline, but there is little information about the composition of
risks and corresponding values underlying each city’s reserve rate. As a
result, the data provides only a general reference point for comparison.
Government Finance Officers Association (GFOA) best practices provide
direction in establishing fund balance reserves, and suggest that a choice
between revenues or expenditures is best dictated by the town’s particular
circumstances.
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The SCO concludes that the Draft CFA should apply OPR guidelines for
a reserve fund of 10% to 20% of general fund expenditures and a separate
reserve fund set minimally at 10% of general fund revenue.

ISSUE 27— IOV, in its request to the Placer LAFCO, stated:

9
Town’s reserve The Draft CFA should calculate the Town’s reserve based on total

operating expenses and not on total town revenue.
and:

By calculating a 30% reserve based on total revenue, the Draft CFA
“reserves” an additional 30% of the Transient Occupancy Tax (TOT)
revenue, in addition to the 60% of TOT that is assumed to be “passed
through” to the NLTRA or used for transit as portrayed in the Draft
CFA’s Scenario 2. By doing so, it effectively makes 90% of the TOT
unavailable to support town services (60% to NLTRA and 30% to a
reserve). Italso reserves revenue that may be necessary to make revenue
neutrality payments to the County.

SCO’s Analysis and Response to Issue 27

GFOA suggests that governments should maintain a prudent level of
financial resources to protect against reducing service levels or raising
taxes and fees because of temporary revenue shortfalls or unpredicted one-
time expenditures. GFOA makes the following recommendation:

GFOA recommends that governments establish a formal policy on the
level of unrestricted fund balance that should be maintained in the
general fund for GAAP and budgetary purposes. Such a guideline should
be set by the appropriate policy body and articulate a framework and
process for how the government would increase or decrease the level of
unrestricted fund balance over a specific time period. In particular,
governments should provide broad guidance in the policy for how
resources will be directed to replenish fund balance should the balance
fall below the level prescribed.

The adequacy of unrestricted fund balance in the general fund should
take into account each government’s own unique circumstances. For
example, governments that may be vulnerable to natural disasters, more
dependent on a volatile revenue source, or potentially subject to cuts in
state aid and/or federal grants may need to maintain a higher level in
unrestricted fund balance. Articulating these risks in a fund balance
policy makes it easier to explain to stakeholders the rationale for a
seemingly higher than normal level of fund balance that protects
taxpayers and employees from unexpected changes in financial
condition. Nevertheless, GFOA recommends, at a minimum, that
general-purpose governments, regardless of size, maintain unrestricted
budgetary fund balance in their general fund of no less than two months
of regular general fund operating revenues or regular general fund
operating expenditures. The choice of revenues or expenditures as a basis
of comparison may be dictated by what is more predictable in a
government’s particular circumstances. Furthermore, a government’s
particular situation often may require a level of unrestricted fund balance
in the general fund significantly in excess of this recommended
minimum level. In any case, such measures should be applied within the
context of long-term forecasting, thereby avoiding the risk of placing too
much emphasis upon the level of unrestricted fund balance in the general
fund at any one time.
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ISSUE 28—
Revenue neutrality
mitigation payments

ISSUE 29—

County services
transferred should
include indirect costs

GFOA best practices indicate that either revenue or expenditures may be
appropriate for use in calculating a reserve level. Therefore, the SCO
concludes that the Draft CFA reserve based on total town revenue is
reasonable.

IOV, in its request to the Placer LAFCO, stated:
The Draft CFA should calculate the cost of County services transferred
and the revenues transferred, but should not speculate on the amounts of

revenue neutrality payments.

SCO’s Analysis and Response to Issue 28

OPR guidelines state:

The CFA must also address revenue neutrality. Incorporations should not
occur primarily for financial reasons (856815) and, under Cortese-Knox-
Hertzberg Act, should result in a similar exchange of both revenue and
responsibility for service delivery among affected agencies. Negative
financial impacts to affected agencies must be identified and mitigation
measures proposed.

The Draft CFA addressed revenue neutrality on page 48 of the Draft CFA,
however, the conclusion section (appendices 2 through 5), presents a
revenue neutrality payment schedule that is speculative and has not been
discussed, negotiated, or approved.

OPR guidelines state:

After completion of the Draft CFA, LAFCO staff should convene a
revenue neutrality negotiating committee composed of representatives of
the county, other affected agencies and the proponents of the proposed
incorporation during preparation of the CFA. The role of the revenue
neutrality committee is to develop a mitigation agreement.

The SCO expresses no opinion on revenue neutrality; however, the SCO
concludes that the Draft CFA must address revenue neutrality and identify
any impacts. Revenue neutrality payments should not be presented until
negotiations have taken place after the completion of the Draft CFA.

IOV, in its request to the Placer LAFCO, stated:

The cost of County services transferred should include indirect costs.
and:

Government Code section 56815 (b) states: “The commission shall not
approve a proposal that includes an incorporation unless it finds that the
following quantities are substantially equal:

(1) Revenues currently received by the local agency transferring
the affected territory that, but for the operation of this section,
would accrue to the local agency receiving the affected
territory.
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ISSUE 30—
North Lake Tahoe
Resort Association
contributions

(2) Expenditures, including direct and indirect expenditures,
currently made by the local agency transferring the affected
territory for those services that will be assumed by the local
agency receiving the affected territory.”

SCO’s Analysis and Response to Issue 29

The SCO reviewed the transferred costs shown in Figure 9 — Property Tax
Share Transfer (page 21) and Figure 20 — Revenue Neutrality Payment
(page 48) to assess the accuracy of the presented Draft CFA cost
information.

We did not find any indication that the county-wide indirect costs were
included in either HHS or the Public Works Department.

The CDRA included an allocation of county-wide indirect costs, by
applying an indirect cost rate of 71.42% to contract costs. Salaries and
benefits did not include indirect costs. The rate was produced from an
Indirect Cost Allocation Plan (ICAP) developed for the CDRA’s
Engineering Unit. The ICAP was comprised of county-wide costs,
summarized at an object account level of detail. According to county
representatives, the indirect cost rate of 71.43% reflects the CDRA only
and is not applicable to other county agencies or departments. The
methodology for allocating county-wide costs to departments across the
county should be uniform, but produced from different departmental rates.

As a result of interviews with the Sheriff’s Office and our calculations of
its cost information, we found that actual costs include county-wide
indirect costs. However, the Draft CFA tables of Figure 9 — Property Tax
Share Transfer (page 21) and Figure 20 — Revenue Neutrality Payment
(page 48) incorrectly show a contract cost figure for the net costs
transferred. Contract costs are based on the full-time equivalent staffing
multiplied by salary and benefit cost factors and do not include applied
overhead or indirect costs. While an incorrect figure was used in the Draft
CFA, our calculated figure based on actual cost information resulted in an
immaterial variance from the contract cost figure.

The SCO concludes that the cost of county services transferred should
include indirect costs.

IOV, in its request to the Placer LAFCO, stated:

The responsibility for North Lake Tahoe contributions should be
clarified.

and:

The “Revenue Neutrality” section of the Draft CFA should be revised to
state that under Scenario 1, with the higher revenue neutrality payment
estimate, the County would be the source of the 4% transient occupancy
tax revenue for North Lake Tahoe services and infrastructure.
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ISSUE 31—
Historic revenue
scenario

SCO’s Analysis and Response to Issue 30

Scenario 1 of the revenue neutrality payment presentation indicates that
the 4% TOT expenses related to the NLTRA will not be transferred to the
town. Therefore, it is presumed that the county will continue to provide
these services.

The SCO concludes that the responsibility for the NLTRA contributions
is depicted in the Draft CFA.

IOV, in its request to the Placer LAFCO, stated:
Appendices 4 and 5 should be removed from the Draft CFA.

SCO’s Analysis and Response to Issue 31

The SCO concludes that there are no requirements in the OPR guidelines
to include or exclude historical scenarios.
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Attachment 1—
Incorporate Olympic Valley’s Request for the State
Controller’s Office Review of the Town of Olympic Valley
Draft Comprehensive Fiscal Analysis

NOTE: In addition to the 16-page letter attached, there were numerous exhibits and attachments. Due to
the size and nature of the exhibits and attachments we are not including them in this report. Please contact
Incorporate Olympic Valley for copies of the exhibits and attachments.



Incorporate OV Foundation
P.O. Box 2826
Olympic Valley, CA 96146
Ms. Kris Berry, executive officer
Placer Local Agency Formation Commission
110 Maple St.
Auburn, CA 95603 August 19, 2015

re: request for State Controller’s Office review of the Draft Comprehensive Fiscal Analysis
for the proposed incorporation of the Town of Olympic Valley

1. INTRODUCTION

Incorporate Olympic Valley (IOV) respectfully submits this request to Placer Local Agency Formation
Commission (LAFCO) for State Controller’s Office (SCO) review of the Draft Comprehensive Fiscal
Analysis (Draft CFA) of the Proposed Incorporation of the Town of Olympic Valley, dated July 24, 2015,
prepared by Rosenow Spevacek Group, Inc. (RSG).

This request accompanied with its exhibits of supporting information is submitted pursuant to
Government Code section 56801(b), which authorizes an interested party to request SCO review of any
element of the comprehensive fiscal analysis. Our request is based on our concerns regarding the
accuracy and reliability of the information, methodologies, and documentation used in the analysis
(Government Code section 56801(c)).

The elements noted in this request are submitted for SCO review because they are inconsistent with
Government Code section 56800 et seq. and the “Guide to the LAFCO Process for Incorporations”
published by the Governor’s Office of Planning and Research (OPR Guidelines). More specifically and as
described in this request, the CFA understates revenues that will accrue to the Town, proposes service
levels that are in excess of existing service levels, estimates expenditures based on cities that are not
comparable to the proposed Town, and makes other assumptions that do not accurately reflect the
viability of incorporation of the Town of Olympic Valley.

2. PROJECTED TOWN REVENUES UNDERSTATED

Property Tax Revenue

Government Code section 56810 provides the formula for calculating the amount of property tax
revenue to be exchanged between the affected local agencies. An “Auditor’s Ratio” is calculated by
determining the proportion that property tax revenue bears to total County General Fund revenue. The
Auditor’s Ratio is multiplied by the “total net cost” of County services in Olympic Valley to calculate the
base year property tax revenue. This amount is adjusted by annual tax increment factors to calculate
the amount the Town will receive in initial allocation of property taxes.




The Draft CFA indicates that the total County base year net cost of services transferred to the Town is
$1,439,385, which when multiplied by the indicated Auditor’s Ratio of 51.21% results in $737,053 in
property tax revenue to be transferred to the Town in 2013/14 dollars (page 21).

IOV Request #1: The Draft CFA should include indirect costs in the calculation of total net cost
transferred from the County to the Town.

The California Government Code and Office of Planning and Research (OPR) Guidelines clearly state that
indirect County costs must be included in the calculation of total net cost and the amount of property
taxes that will be transferred. Government Code section 56810 (c)(2) states in part: “total net cost
means the total direct and indirect costs that were funded by general purpose revenues of the affected
agency...” (underlining added). 10V has repeatedly asked LAFCO how indirect costs have been included
in the calculation of the property tax revenue that will be transferred. In its July 24, 2015 letter (letter
page 7) that accompanied the Draft CFA, RSG indicates that the Draft CFA uses “all direct and indirect
costs provided to RSG by the County.” But in fact the Draft CFA does not include indirect costs.

IOV has examined the data sheets provided by the Placer County (County) to RSG for the calculation of
County costs that will be transferred.

Exhibit 1 is a spreadsheet prepared by County staff on January 8, 2015 confirming $183,555 in A-87 costs
(indirect costs) related to the services to be transferred to the Town. Exhibit 2 is the hand-written
County staff note calculating the $183,555 A-87 amount apportioned to Olympic Valley. This County-
calculated indirect cost is not included in the calculation of property tax revenue transferred to the
Town.

Further evidence that the Draft CFA does not include indirect costs in the total net cost includes:

= The Community Development Resource Agency costs indicate $100,037 in what are
characterized as “indirect costs”, in the County January 8, 2015 spreadsheet (Exhibit 1), but a
subsequent clarifying email from County staff (third page of Exhibit 3) states “The overhead
included in CDRA costs include administrative and support staff, general public service costs,
rent, utilities and office supplies” (underlining added). These are all non-personnel operating
costs, mischaracterized in the County spreadsheet as indirect costs. These non-personnel costs
are not indirect costs.

= The Public Works Department, Sheriff Department Parks Department and HHS - Animal Services
Department costs do not include any dollar amounts for indirect costs on the January 8, 2015
spread sheet (Exhibit 1).

For all of these service departments, and for the County as a whole, indirect costs are not included in the
analysis.

Further, RSG’s July 24, 2015 letter (letter page 12) indicates that there is a “countywide Overhead Cost
Allocation factor of 71.43 % of salaries and benefits.” If this is correct, the amount of overhead related
to the County’s transferred costs should be calculated at 71.43% multiplied by the salary and benefit
portion of direct costs.

10V Request #2: The Draft CFA should include Olympic Valley’s proportionate share of the cost of North
Lake Tahoe regional marketing, transportation and infrastructure improvement services in the
calculation of property tax revenue to be transferred to the Town.

The County provides regional services either directly by County departments or through a contract with
the North Lake Tahoe Resort Association to the North Lake Tahoe area, including Olympic Valley. These
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services are funded by general purpose transient occupancy tax revenue. The Draft CFA identifies the
cost of these services in a separate section of the report (page 31), but fails to include the proportionate
share of the cost of these services attributable to Olympic Valley as services and costs transferred to the
Town in the calculation of total net cost funded by general purpose revenues, as required in
Government Code Section 56810(c)(2) (pages 20-21).

Government Code section 56810(c)(2) excludes from the calculation only those costs that are funded by
revenues specified in subparagraphs: (A) revenue required by statute to be used for a specific purpose,
(B) revenue from fees, charges and assessments, and (C) revenue received from the federal
government. Transient occupancy tax revenue does not fall within any of these exclusions. Therefore,
the Draft CFA should have included Olympic Valley’s proportionate share of the cost of the County
regional services to the North Lake Tahoe area in the total net cost of services transferred.

IOV Request #3: In addition, IOV requests that the SCO inform LAFCO that transient occupancy tax
revenue should not be subtracted from the cost of these services to arrive at total net cost of services, as
transient occupancy tax revenues do not fall within section 56810(c)(2) exclusions.

IOV Request #4: The net costs of services transferred by the Community Development Resource Agency,
HHS - Animal Services Department, and Facilities — Parks Department as reported by the County should
be used in the Draft CFA.

The Community Development Resource Agency (CDRA) reported $245,861 in transferred costs and
$179,277 in transferred revenue, for a total net cost of $66,584 (Exhibit 1). The Draft CFA reduced the
CDRA transferred costs to $238,512, retained the $179,277 in transferred revenue, for a total net cost of
$59,235 (page 21). The Draft CFA should use the CDRA net cost of $66,584 as reported by the County.

The HHS Animal Services Department reported $14,902 in transferred costs and $478 in transferred
revenue, for a total net cost of $14,424 (Exhibit 1). The Draft CFA reduced the transferred costs to
$7,533, reduced transferred revenue to $258, for a total net cost of $7,295 (page 21). The Draft CFA
should use the HHS Animal Services Department net cost of $14,902 as reported by the County.

The Draft CFA indicates $22,014 in Facilities — Parks revenue, yet later reports $14,118 in Park User Fees
(page 35). The calculation of net cost should use park revenue of $14,118.

IOV Request #5: The Draft CFA should disclose the calculation of the Auditors’ Ratio, to allow
confirmation of its accuracy. |0V also requests that the State Controller confirm that the Auditor’s Ratio
has been calculated in compliance with Government Code Section 56810 (c)(1).

IOV has repeatedly asked for and has not received the detailed calculation of the Auditor’s Ratio. 10V
made Public Records Act requests of both Placer County and LAFCO, and the details of the calculation of
the Auditor’s Ratio have not been provided to IOV as of this date. 10V requests that the State
Controller’s Office review and confirm that the Auditor’s Ratio has been calculated in compliance with
Government Code Section 56810 (c)(1).

IOV Request #6: The Draft CFA should use future residential development sales values and resulting
assessed values as reported by the Village at Squaw Valley developer.

Government Code section 56801(c) authorizes the SCO to address the “accuracy and reliability of the
information, methodologies, and documentation used in the analysis.”

The Draft CFA assumes $490,000 sales value for new Village at Squaw Valley condos and $1,050,000 for
new “fractional residences” (page 24). The RSG July 24, 2015 letter states “We note Squaw Valley Ski
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Holdings has not provided any information regarding potential pricing strategies for these proposed
units” (letter page 8), and therefore, RSG has used its own estimates for sales values.

Hansford Economic Consulting (HEC) prepared an analysis of the Revenue Impacts of the Village
Development on the Squaw Valley Public Service District. This study was paid for by the developer,
Squaw Valley Ski Holdings (of which Squaw Valley Real Estate (SVRE) is a part). SVRE provided to HEC
the expected sales values of $950,000 for condo hotel units and $3,150,000 for the fractional cabin
units, which HEC reduced to $770,000 and $2,250,000 respectively (Exhibit 4).

The SVRE sales values are a matter of public record. Because these values were provided by the
developer (SVRE), they constitute “accurate and reliable information and documentation”. Accordingly,
the Draft CFA should use the sales values and assessed values for new residential units based on the
values reported by Squaw Valley Real Estate.

IOV Request #7: The Draft CFA should to include “foreseeable” and “forecast” development reported by
Placer County.

Placer County recently completed a Draft Environmental Impact Report for the Village at Squaw Valley
Specific Plan (“DEIR”, May 2015). As required by CEQA, the DEIR analyzes the cumulative impacts of the
proposed project and includes “the effects of other current projects, and the effects of probable future
projects.” The DEIR cited the Squaw Valley Ranch Estates, Mancuso, Plumpjack Redevelopment, single-
family residential units (66), resort/hotel/condo units (34) and general commercial (56,000 square feet)
as foreseeable and forecast development through 2039 (Exhibit 5). Yet, the Draft CFA does not include
any of these foreseeable and forecast units. Moreover, an April 8, 2014 “Absorption Schedule Technical
Memorandum” prepared by County staff indicates that the “cumulative projections include projects that
are approved and are likely to be constructed. This includes the approved resort at Squaw Creek, Phase
2 and the Olympic Estates Subdivision projects, and other projects that the County is currently
processing including the Squaw Valley Ranch Estates, the Mancuso rezone project, and the
redevelopment of the Plumpjack Hotel”, and again, the Draft CFA does not include any of these projects
(page 2 of Exhibit 6).

The DEIR and the Absorption Schedule Technical Memorandum constitute “accurate and reliable
information and documentation”. The Draft CFA should include foreseeable and forecast development
as reported by the County and as cited in the DEIR.

IOV Request #8: The Draft CFA should include the recapture of all of the Proposition 8 reassessment
values.

Olympic Valley properties have received substantial downward reassessments pursuant to Proposition
8, which temporarily reduces assessed values until market values increase. 10V research indicated that
as of 2014, there was $153,885,639 of Proposition 8 reassessments to be recaptured within the Town
limits in future years, which prior versions of the CFA did not include in assessed value projections
(Exhibit 7). After IOV reported this omission, the July 24, 2014 Draft CFA apparently added $58,343,000
in Proposition 8 reassessments in the 2015-16 values (we indicate “apparently” because while the Draft
CFA did not clearly indicate the amount recaptured in 2015-16, this is the change in the 2015-16
assessed value from the prior Preliminary Draft CFA). The Draft CFA also adds $28,599,900 in both fiscal
years 2016-17 and 2017-18, for a total recapture of $115,543,600 of Proposition 8 reassessments (page
24). This leaves $38,342,039 in Proposition 8 reassessments yet to be recaptured, which is not included
in the Draft CFA assessed value analysis.




The Draft CFA should (1) confirm that $58,343,000 was recaptured in fiscal year 2015-16 values, and (2)
recapture the remaining $38,342,039 (or more, if the 2015-16 change in assessed value was not for the
purpose of recapturing Proposition 8 reassessments).

Sales Tax Revenue

10V Request #9: The Draft CFA should include four quarters of sales tax revenue in the Transition Year.
The Draft CFA indicates that because of timing issues, the Town will receive two quarters sales tax
revenue in the Transition Year ($235,600) (page 28). The Draft CFA also indicates that the County will
receive one quarter of sales tax revenue ($118,000) in the Transition Year loan analysis (page 46). One
guarter sales tax revenue is missing from the analysis. IOV believes that it will be received by the Town
for the 4™ quarter, based on the “advance payments” of sales tax revenue made by the State. In any
event, all four quarters revenue should be included in the analysis, whether allocated to the Town or the
County (as an offset to Transition Year loan costs).

Property Transfer Tax Revenue

IOV Request #10: The Draft CFA should include the property transfer tax revenue from 376 new
residential units omitted from the analysis; use sales values of new residential units as reported by the
developer of the Village at Squaw Valley; and use current values for the resale of existing residential
units.

Figure 5 (page 14) in the Draft CFA projects the construction and sale of 492 residential units in the
Village at Squaw Valley and 457 residential other residential units, for a total of 949 new residential
units constructed and sold over the ten-year period. Yet Figure 14 (page 30), presented for the purpose
of estimating property transfer tax revenue, indicates that the housing stock will increase from the
existing 1,906 units to 2,479 units over the ten-year period, for a total of 573 new units (a difference of
376 units). The Draft CFA then uses the existing units plus new units to calculate the property tax
revenue from the resale of units. Because 376 units are omitted from the housing stock, the property
transfer tax revenue from the resale of these 376 new units as part of the future housing stock is also
omitted from the analysis. The Draft CFA should include the property transfer tax from the resale of the
additional 376 units.

If additional “foreseeable” and “forecast” residential units are added to the property tax revenue
calculations as discussed earlier in this letter, those additional units should also be included in the
property transfer tax analysis.

The Draft CFA assumes $490,000 valuation for the first time sale of Village at Squaw Valley condos and
$1,050,000 for new fractional residences (2014 values) for purposes of calculating property transfer tax
revenue (page 30). As discussed above, SVRE reported the sales value of a new condo unit at $950,000
and fractional residences at $3,150,000 per unit. The calculation of property transfer tax revenue on the
first-time sale of these units should be based on the developer’s estimate of sales value, adjusted by
5.2% in 2015 and 2.5% annually thereafter.

The Draft CFA uses $547,820 as the median sales price for all existing residential units in Squaw Valley,
adjusted by 2.5% CPI in future years, to calculate property transfer tax revenue from the sale of existing
units (page 30). Single family detached units sold at an average price of $1,847,132 in 2014; single
family attached units sold at an average price of $504,359 in 2014 (Exhibit 8). The CFA should use the
2014 average sales prices, adjusted by 5.2% in 2015 and further adjusted by the 2.5% CPI factor in future
years.



The Draft CFA also uses $547,820 as the 2015 median sales price for the resale of the Village at Squaw
Valley units to calculate the property transfer tax revenue (that is, the second time these units are sold).
The Draft CFA should use inflation-adjusted resale values for the turn-over of Village at Squaw Valley
units (i.e. new condo hotel units at $950,000 plus 2.5% annually and fractional residences at $3,150,000
per unit, plus 2.5% annually).

The SVRE sales values, and the average sales values indicated in Exhibit 8 constitute “accurate and
reliable information and documentation” that should be used in the Draft CFA.

Franchise Fees

IOV Request #11: The Draft CFA should include franchise fee revenue from new development and a CPI
factor.

The Draft CFA estimates franchise fees for cable, electricity and gas utilities at $20,600 annually,
throughout the ten year period of the analysis (pages 35 and 53). The Draft CFA should include the
incremental franchise fee revenue from new commercial and residential development, as well as the
2.1% CPI factor used for other revenue projections in the analysis.

Community Development Fees

IOV Request #12: The Draft CFA should include recovery of a portion of the cost of preparing the General
Plan and Zoning Ordinance through a General Plan fee.

The Draft CFA estimates that the Town will recover the same percentage of Community Development
Department costs in the form of fees as the County now collects, yet it omits the cost of the preparation
of the Town General Plan and Zoning ordinance in the calculation of costs recovered (pages 35 and 53).
Government Code Section 66014 (b) states “The fees charged pursuant to subdivision (a) (planning and
building fees) may include the costs reasonably necessary to prepare and adopt plans and policies that a
local government is required to adopt before it can make any necessary findings and determinations.”
Commonly known as a “General Plan Fee”, public agencies adopt these fees to be reimbursed for a
portion of the cost of preparing a General Plan, Zoning ordinance or other plans and policies. The Draft
CFA does not include any such fee for partial reimbursement of the proposed $600,000 cost of the
General Plan and Zoning ordinance. The Draft CFA should include a partial reimbursement of this cost
from future development applicants, using the County recovery percentage of 75.16%.

3. TOWN STAFFING NOT BASED ON COMPARABLE CITIES
Government Code section 56800 (a) (1) states: “In the analysis, the executive officer shall also review
how the costs of any existing services compare to the cost of services provided in cities with similar

populations and similar geographic size that provide a similar level and range of services...” (underlining
added).

IOV Request #13: The Draft CFA should use truly comparable contract cities in projecting the number of
employees required to provide Town services.

The Draft CFA estimates that the number of full-time staff needed to administer operations at their
current level would be 7.0 full-time equivalents, including City Manager, City Clerk, Administrative
Assistant, Finance Director, Public Works Director, Community Development Director and Associate
Planner (page 9).

The Draft CFA selects six cities by which to compare “similar populations” (page 10, Figure 3). While
Olympic Valley (population 943) has seasonal visitors, that does not make it similar in size relative to
municipal service demands in several of the “comparable” cities, such as Placerville (population 10,389),
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Auburn (population 13,580) or Truckee (population 18,942) (page 10). The Draft CFA argues that the
Olympic Valley seasonal visitors warrants a comparison with these much larger jurisdictions, but fails to
note that these larger jurisdictions are destination cities as well, heavily trafficked by day visitors,
further increasing those “comparable” cities daytime and/or seasonal population.

Moreover, in Figure 3 page 10 the Draft CFA compares Olympic Valley to cities that do not have a
“similar level and range of services” and thus do not meet the requirements to be considered
comparable by Government Code section 56800(a)(1). The Draft CFA acknowledges that Olympic Valley
would be a contract city, but uses five cities that are not contract cities among its six purported
comparable cities to develop staffing projections and other CFA assumptions. Among the six
“comparable” cities used in the Draft CFA, only Colfax is remotely comparable. None of the other five
cities are contract cities; in fact, excluding Colfax, the other five cities have an average of 123 full-time
equivalent employees. All but Colfax provide Police services with City employees; three have a Fire
Department; most provide sewer and/or water utility services; some operate transit systems,
redevelopment successor agencies, or an airport. The Town of Olympic Valley would provide none of
these services. Quite simply, these five “comparable cities” do not “provide a similar level and range of
services”.

There are two changes in the Draft CFA from the earlier Preliminary Draft CFA versions. First, the
Preliminary Draft CFA versions presented the number of employees in these “comparable cities”, but
after 10V objected to the use of these cities as not being comparable, the July 24, 2015 Draft CFA
deleted the data on the number of employees (but did not alter the comparable cities list for payroll
cost comparison). Second, the Draft CFA added a new “comparison city analysis” (page 11, figure 4),
including fiscal data and services provided by six cities with smaller populations, which was not included
in any of the prior Preliminary Draft CFA versions, apparently to respond to I0V’s criticism of the
comparable cities. However, this “comparison city analysis” offers no data on similar levels and range of
services, staffing levels, or any other relevant information that supports the staffing levels for Olympic
Valley for number of town employees, attorney costs, insurance costs, police costs. The Draft CFA
Figure 4 shows irrelevant data from cities with smaller populations with data not germane to calculating
town government staffing and expenses for Olympic Valley.

The chart below provides information on the populations and levels of service provided by the
Preliminary Draft CFA “comparable cities”, which demonstrates that they are not comparable.

Olympic Colfax N'evada Angels Placerville | Auburn Truckee

Valley City Camp
Population 943 2,055 3,087 3,748 10,389 13,580 18,942
Employees (1) tbd 19 (4.3) 97 76 197 91 155
Police Contract Contract Employees | Employees | Employees | Employees | Employees
Fire No District Employees | Employees | District Employees | District
Sewer/Wastewater No Employees | Employees | Employees | Employees | Employees | District
Water Utility No District Employees | Employees | Employees | District District
Building Inspection Contract Contract Employees | Employees | Employees | Employees | Employees
Dispatch Contract Contract Contract Contract Employees | Employees | Contract
Recreation No District Employees | District Employees | District District
Planning Employees | Contract Employees | Employees | Employees | Employees | Employees
Engineering Contract Contract Contract Employees | Employees | Employees | Employees
Solid Waste No Franchise Franchise Franchise Franchise Franchise Employees
Transit No n/a n/a n/a n/a Employees | Employees
Airport No n/a n/a n/a n/a Employees | n/a

(1) Source: RSG Preliminary Draft CFA




The Preliminary Draft CFA dated June 10, 2015 mistakenly indicated that Colfax has nineteen
employees. A review of the Colfax budget for fiscal year 2014/15 confirms a total of nine employees,
not nineteen. However, 4.7 of these employees are dedicated to sewer operations, vehicle
maintenance and oil recycling, which are services that will not be provided by Olympic Valley. The
Colfax budget includes only 4.3 FTEs for services that Olympic Valley would provide: one City Manager,
.9 FTE City Clerk, one Community Services Director who oversees both Planning and Public Works
(including a sewer system, which would not be an Olympic Valley service), and 1.4 FTE clerical staff.

A staffing level similar to Colfax (without sewer, vehicle maintenance and oil recycling) with no more
than four full-time equivalent positions is the only conclusion that can be drawn for Olympic Valley
staffing from the only reasonably comparable city included in the Draft CFA.

IOV believes the staffing of four full-time equivalents should be as follows:
Town Manager —one FTE
Administrative Assistant/Secretary — one FTE
Public Works Director — one FTE
Community Development Director — one FTE

IOV believes the following positions should be deleted from the Draft CFA:
Town Clerk
Finance Director
Associate Planner

Town Clerk - Many small contract cities appoint the City Manager as the City Clerk. The Administrative
Assistant/Secretary can serve as the Deputy Town Clerk. The Draft CFA should reflect this designation,
and the Town Clerk position should be eliminated.

Finance Director - The Draft CFA did not consider the most logical service model for support services,
which would be a contract for financial services with the Squaw Valley Public Services District, but
instead assumed that the Town would require a full-time Finance Director. A contractual, cooperative,
efficient arrangement with SVPSD would save money for both public agencies, and reduce the Town’s
Finance costs by one-half. The Draft CFA should delete the Finance Director position and use contractual
service costs with SVPSD, including in the transition year.

Associate Planner - The Draft CFA proposes two FTE staff positions plus $125,000 in contract staff for the
Town’s Community Development Department. This is the equivalent of approximately 3 FTE positions
for planning, development engineering and building inspection services. The Draft CFA does not provide
any data or basis for the proposed Town staffing level or contract amounts. The Placer County
Community Development and Resource Agency reported that it currently allocates 1.212 FTE’s for
planning, building and engineering services for Olympic Valley, which is based on their experience in
providing these specific services to Olympic Valley (Exhibit 9). The Draft CFA estimate of 3 FTE’s exceeds
the current level of service and violates Government Code section 56800(a)(1), as well as OPR
Guidelines, which state “feasibility is best determined by comparing existing costs, revenues and levels
of service to those expected after incorporation. The Associate Planner position should be deleted from
the CFA. The Draft CFA should include 1 FTE Community Development Director only. Contract costs are
discussed later in this IOV Request to the SCO.



Benefit Ratio and Costs:
IOV Request #14: The Draft CFA should use a benefit ratio more appropriate to newly incorporated,

contract cities, rather than the older, full-service cities.

The Draft CFA uses a benefit ratio of 35%, based on the “comparable cities” average benefit ratio of 38%
(page 10).

As discussed above, the “comparable cities” are not comparable. They are full service cities with an
average of more than 100 employees, multiple labor unions and a long history that has built up benefit
obligations. Five of the six “comparable cities” have sworn police staff and three have Fire Department
employees, both of which have higher benefit ratios than the Town’s non-public safety employees. The
two Placer County cities that are included in the comparable cities analysis, Colfax and Auburn, have
benefit ratios of 30% and 20%, respectively. Yet the Draft CFA proposes a 35% benefit ratio, above both
of these jurisdictions.

Newly incorporated cities and contract cities have lower benefit ratios because they do not have large
employee unions, benefit-laden labor contracts, unfunded CalPERS liabilities, post-employment health
care obligations, high public safety workers compensation rates, high public safety pension rates and
other significant benefit costs. Our consultants’ combined experience with seven newly incorporated
cities is that new cities begin with and retain relatively low benefit packages. We suggest that a benefit
ratio of 20%, or even 25% at the mid-point between the Auburn (20%) and Colfax (30%) benefit ratios,
would be more appropriate.

4. TOWN SERVICES AND COSTS EXCEED EXISTING LEVELS OF SERVICE
Government Code section 56800 states, in part “...The analysis shall review and document each of the
following:

(a) The costs to the proposed city of providing public services and facilities during the three fiscal
years following incorporation in accordance with the following criteria:

(1) When determining costs, the executive officer shall include all direct and indirect costs
associated with the current level of services in the affected territory. These costs shall include
the actual or estimated costs at which the existing level of service could be contracted by the
proposed city following an incorporation” (underlining added).

Government Code section 56800 clearly intends that the estimates for the Town’s costs should be based
on existing (County) levels of service.

Furthermore, OPR Guidelines state, in part: “Although it is assumed that it is the intention of all new
cities to improve services, feasibility is best determined by comparing existing costs, revenues and levels
of service to those expected after incorporation” (underlining added). The OPR Guidelines are equally
clear in requiring service levels and costs to be based on existing (County) levels of service.

The following expenditure estimates violate Government Code section 56800 and OPR Guidelines
regarding the requirement to use existing levels of services and costs.



Law Enforcement

IOV Request #15: The Draft CFA should use existing law enforcement levels of service, adjusted by an
annual CPI factor as the basis for Town law enforcement costs.

Law enforcement service levels and costs have been inflated in the Draft CFA in three ways: (a) the level
of service provided for in the Draft CFA is a dedicated deputy 24/7 (5.2 FTE), plus a .25 Sergeant and a .5
FTE detective, for a total of 6.45 FTE’s, which is approximately double the existing service level; (b) the
Draft CFA's "per capita adjustment" is unwarranted and increases the staffing from the already inflated
6.45 FTEs to 10.2 FTEs in FY 2025-26; and (c) employing a traffic enforcement officer exceeds the
existing level of services, is unnecessary, and is much more costly than providing a course in traffic
training for deputies assigned to cover Olympic Valley. These three issues are addressed below.

(a) The Captain in charge of Lake Tahoe Station Sheriff's Office has informed IOV that on a typical day
there is one sergeant and three deputies on duty in all of eastern Placer County. The Captain made it
clear that only one of these three deputies is assigned to cover the entire Squaw Valley, Alpine Meadow,
Northstar and unincorporated Truckee areas. 10V reviewed the Sheriff's Patrol Shift Rosters over a
twelve month period; we found that there is never more than one deputy assigned to the combined
Squaw/Northstar/Truckee beat (note that “Squaw” includes Alpine Meadows and “Truckee” refers to
the unincorporated area surrounding the Town of Truckee). On many shifts, there is NO deputy
covering this territory (see attached Exhibit 10 - an example of a Shift Roster showing, first, that the
entire Squaw/Northstar/Truckee area is a single beat and that Squaw Valley does not have a dedicated
deputy assigned 24/7, and second, there is no deputy assigned on this particular shift). 10V carefully
examined the Sheriff Department Patrol Shift Rosters for the Day, Swing and Grave shifts during two
peak visitor months — July 2014 and January 2015. In July 2014, no deputy was assigned to the
Squaw/Northstar/Truckee beat during 42% of all shifts. In January 2015, no deputy was assigned to the
Squaw/Northstar/Truckee beat during 54% of all shifts. In January 2015, during one period of time, no
deputy was assigned to the Squaw/Northstar/Truckee beat for seven consecutive shifts, and there were
two periods when no deputy was assigned for five consecutive beats.

The Draft CFA justifies the future service levels based on a reported ratio of Olympic Valley service calls
as compared to the Tahoe Basin service calls over a five year period, and multiplying that ratio by the
Lake Tahoe Station Sheriff’s Department budget to arrive at approximately $1.2 million in FY 2014-15
(page 43). This amount conveniently compares closely to the cost of 6.45 FTE’s. We believe that this
mathematical approach to determining service levels is inferior to the real facts confirmed by the actual
Shift Patrol Rosters. The mathematical approach does not meet the intent of Government Code section
56801(c) regarding the accuracy and reliability of the information, methodologies, and documentation
used in the analysis.

Olympic Valley population is 943 residents. There are indeed seasonal visitors, but only in four peak
months of the year. During the other eight months, there are few visitors. The Draft CFA proposed
“officer/1,000 population” ratio during these eight months is extraordinary. During the four peak
months the major resorts provide their own private security, further minimizing the need for sworn
officers.

With one deputy assigned to the entire Squaw/Northstar/Truckee area, the current law enforcement
coverage in Olympic Valley is less than one-half of a deputy on duty 24/7. But the Draft CFA assumes a
full time deputy 24/7 to cover Olympic Valley, which is more than double the existing level of
service. This is inconsistent with Government Code section 56800(a)(1) and OPR Guidelines requiring a
CFA to use the existing level of service for calculation of cost. There is no reasonable conclusion that can
be drawn from the Lake Tahoe Substation Patrol Shift Roster data that the current level of service
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includes a dedicated Olympic Valley patrol officer 24 hours a day, 7 days a week. At best, a shared
Squaw/Northstar/Truckee officer can be assumed (2.6 FTE), along with the .25 FTE sergeant and .5 FTE
detective, for a total of 3.35 FTE’s.

(b) The Draft CFA increases the law enforcement contract cost by 76.4% from the first year following the
transition year through the next eight years (page 70). Given a compounded 2.1% annual CPI increase
over the eight year period, 18.1% of the 76.4% can be attributed to inflation. The remaining 58.3%
appears to be based on the “per capita adjustment” that is included in the law enforcement projected
expenditures (page 70). This remaining 58.3% per capita adjustment is in reality a projected increase in
staff levels over the eight years, which the Draft CFA casually describes as “additional consideration for
population increases” (page 43). Yet the Draft CFA population increase is projected in the Draft CFA to
be 17.9% over the ten year period (page 16), so the 58.3% increase is obviously not for a “population
increase”. The 58.3% increase would raise the already inflated 6.45 FTEs in 2017-18 to a completely
unnecessary 10.2 FTEs in 2025-26. The per capita adjustment should be eliminated from the analysis.

(c) Finally, the Draft CFA includes a .5 FTE traffic control officer, which exceeds the existing level of
service and is unnecessary in Olympic Valley. It is extraordinarily beyond the current level of service
from the California Highway Patrol. Contract cities typically send their Sheriff's deputies to a one-week
traffic school, thus qualifying them for traffic patrol services. The .5 FTE traffic officer should be deleted
from the Draft CFA because it exceeds the current level of services. It should be replaced with an
estimate of traffic school cost (which is likely partially POST reimbursable).

The Draft CFA offers only one comparable city that uses contract law enforcement services. Colfax, with
a population 2,055 and with a high school that draws from a radius of many miles of incorporated area,
contracts for Placer County law enforcement services at a cost of $502,542 in fiscal year 2015/16.

Our conclusion, taking into consideration the actual shift assignments, existing levels of service,
comparable city comparison, and the true needs of Olympic Valley, is that the law enforcement
expenditure should be in the range of $500,000 to $600,000 in fiscal year 2017-18, adjusted only by a
CPl in subsequent years.

Community Development Department Contract Costs
IOV Request #16: The Draft CFA should match future service levels with existing service levels. The “cost
allocation for O/H and Admin” factor should be deleted from the Community Development Department

expenditures.

As mentioned above, the Draft CFA proposes two FTE staff positions plus $125,700 in contract staff for
the Town’s Community Development Department. This is the equivalent of approximately 3 FTE
positions for planning, development engineering and building inspection services. The Draft CFA does
not provide any data or basis for the staffing level or contract amounts.

The Placer County Community Development and Resource Agency reported that it currently allocates
1.212 FTE’s for planning, building and engineering services for Olympic Valley, which is based on their
experience in providing these specific services to Olympic Valley (Exhibit 9). OPR Guidelines state:
“feasibility is best determined by comparing existing costs, revenues and levels of service to those
expected after incorporation.” Accordingly, the Draft CFA should use 1.212 FTE’s for Community
Development. 10V believes that the Town would require one Community Development Director (one
FTE). This means that contract services should be estimated at .212 FTE (.212 x CD Director
Compensation = $27,400). The $125,000 estimate violates Government Code section 56800 requiring
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costs to “reflect the actual or estimated costs at which the existing level of service could be contracted
by the proposed city...”

The Draft CFA also includes a line item in the Town’s Community Development Department
expenditures for “Cost Allocation for O/H and Admin” in the amount of $84,287 in the transition year
(page 67), increasing each year thereafter by 2.1%. RSG’s July 24, 2015 letter (letter page 12) indicates
that this is the “countywide Overhead Cost Allocation factor of 71.43 % of salaries and benefits.” It is
highly unlikely that the Town would contract with the County for any planning, code enforcement or
other development services, so this would not be an incurred Town cost.

It is interesting to note that the Draft CFA was able to determine this proposed ongoing “Cost Allocation
for O/H and Admin” cost of $84,287 for a “countywide Overhead Cost Allocation factor of 71.43 % of
salaries and benefits” for contract services to the Town, yet does not include these costs in the existing
County Community Development Department costs that would be transferred to the Town in the
calculation of property tax revenue, as discussed above.

Fire Protection
IOV Request #17: The Draft CFA should use the existing acreage for Cal Fire services as reported by the
Squaw Valley Fire Chief.

The Draft CFA assumes 5,662 acres would be subject to the Cal Fire per acre fee of $23.01 per acre, plus
an administrative fee of 11.97% (page 41). The Squaw Valley Public Service District (SVPSD) Fire
Department has stated that the correct acreage is 4,578 acres. Exhibit 11 is an email from the SVPSD
confirming 4,578 acres would be subject to the fee.

Animal Control
IOV Request #18: The Draft CFA should use existing Animal Control service levels and costs as reported
by Placer County.

The Draft CFA states that Placer County Animal Control services are provided to Olympic Valley at a cost
of $7,553 in Fiscal Year 2013-14. The Draft CFA estimates contract animal control services for the Town
in Fiscal Year 2017/18 would cost $16,190.

Again, OPR Guidelines state: “feasibility is best determined by comparing existing costs, revenues and
levels of service to those expected after incorporation.” The Draft CFA should use the existing cost
(57,553 adjusted by a CPI) for animal control services

5. TOWN CONTRACT SERVICES AND COSTS NOT BASED ON COMPARABLE CITIES
IOV Request #19: The Draft CFA should use truly comparable contract cities in projecting the number of
employees required to provide Town services.

As discussed above, Government Code section 56800 (a) (1) states: “In the analysis, the executive officer
shall also review how the costs of any existing services compare to the cost of services provided in cities
with similar populations and similar geographic size that provide a similar level and range of services...”
(underlining added).

The following expenditures violate Government Code requirements and OPR Guidelines on comparable
cities:
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City Attorney

IOV Request #20: The Draft CFA should use comparable, limited service contract cities as the basis for
City Attorney expenditures

Previous Preliminary Draft CFA versions stated that City Attorney costs were based on “comparable
cities”. IOV objected by pointing out that the “comparable cities” were not comparable, in that they did
not have similar levels or ranges of services, as required by the Government Code. So the Draft CFA
disingenuously changed the basis to “Costs were estimated based on consideration of nearby cities”, but
did not change the estimate of City Attorney expenditures. Nowhere in State law or OPR Guidelines are
“nearby cities” the basis for expenditure estimates.

IOV has pointed out that Loomis (population 6,300) budgeted $60,000 and Colfax (population 2,019)
budgeted $43,000 for attorney costs. 10V’s counsel, who provides City Attorney services for many
California jurisdictions, estimates $50,000 for the transition year and $40,000 for ongoing Town
Attorney services.

IOV has pointed out the as a contract city with no bargaining units, no Police Department, no Fire
Department and no utility services, legal costs would be minimal. Comparing legal costs for a limited
service contact city with the full service, employee-based services in the “comparable cities” analysis is
just not an accurate comparison.

RSG, in its July 24, 2015 letter (letter page 11) suggests that Olympic Valley is not as accessible as Loomis
and Colfax, but fails to recognize that there are competent municipal attorneys located close to Olympic
Valley. Itis an unsubstantiated argument that travel time will result in higher Town Attorney costs. The
Draft CFA should use $50,000 for the transition year Town Attorney expenditure and $40,000 for
ongoing Town Attorney services.

Non-Departmental Expenditures — Insurance
IOV Request #21: The Draft CFA should use comparable city insurance costs and industry standards for
calculating insurance costs.

The Draft CFA assumes insurance costs are a percentage of revenues, which is not at all common to
cities’ Joint Powers Insurance Authority practices, which charge premiums based on payroll. Based on
the percentage of revenue methodology, insurance costs are assumed to be $66,400 in the Transition
Year (during which there is practically no payroll and no liability exposure), increasing by 2.1% per year.
Colfax, with contract law enforcement services and 2,019 population, has an insurance cost of $30,000
per year, even including coverage for a wastewater collection and treatment operation. IOV believe this
is a reasonable comparable city estimate for insurance costs, adjusted annually by payroll cost increases.

6. TRANSITION YEAR LOAN NET COSTS OVERSTATED

|0V Request #22: The Draft CFA should include four quarters of sales tax revenue in the Transition Year
The Draft CFA indicates that because of timing issues, the town will receive two quarters sales tax
revenue in the Transition Year ($235,600) (page 53). If the Town receives only two quarters, the County
should be noted as receiving the other two quarters in the Transition Year Loan analysis (page 46). The
Draft CFA indicates that the County will receive one quarter of sales tax revenue ($118,000) in the
Transition Year loan analysis. The Transition Year loan should be corrected to show two quarters of sales
tax revenue retained by the County.
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10V Request #23: The Draft CFA should include fines and forfeitures revenue in the Transition Year
Fines and Forfeitures that will be received by the County are omitted from the revenue retained by the
County. They should be included in the analysis.

|0V Request #24: The Draft CFA should use the correct CPl in the Transition Year analysis.
The Transition Year analysis mistakenly includes four years of CPl adjustments instead of three (from FY
2013-14 to FY 2016-17).

7. CONTINGENCY BASED ON A PERCENTAGE OF OPERATING EXPENDITURES AND PRESENTED AS A
RESERVATION OF FUND BALANCE

OPR Guidelines state: “A contingency fund based on a percentage of estimated expenditures should be
reflected in the CFA projections to cover unforeseen expenses. Most cities attempt to reserve a
minimum percentage of the operating budget in unappropriated reserves as prudent fiscal policy.”

The OPR Guidelines are unambiguous:
= The contingency is an unappropriated reserve, not an expenditure.
= The contingency fund should be a percentage of the operating budget, not a percentage of
revenues.

The Draft CFA violates both of these Guidelines:
= The Draft CFA assumes an annual contingency as an expense line-item, instead of presenting it
as an unappropriated reserve in the General Fund Equity.
= The Draft CFA estimates the contingency expenditure as 10% of total General Fund revenue,
instead of 10% of operating expenditures.

IOV Request #25: The 10% annual contingency expenditure should be eliminated and instead, be
presented as an unappropriated and cumulative 10% contingency fund reserve. This would make the
Draft CFA consistent with OPR Guidelines and it is also consistent with the way in which the General
Fund Reserve is treated in the Draft CFA.

8. GENERAL FUND RESERVE BASED ON AN APPROPRIATE PERCENTAGE OF OPERATING EXPENSE

IOV Request #26: The Draft CFA should calculate a reasonable General Fund reserve of 17% of operating
expense.

OPR Guidelines state : “A reasonable unappropriated reserve, in addition to a contingency fund, is
necessary. Although the preferred level of a reserve fund can vary and should be based on existing and
comparable new cities, a minimum reserve of 10% is recommended.”

Instead of a “reasonable” reserve, the Draft CFA argues for a 30% reserve from the very first year
following incorporation. IOV has consistently presented its case that the reserve should be built up over
time, and that it should be based on Government Finance Officers Association (GFOA) recommended
practices. GFOA is the source of best practice financial guidelines for public agencies; it recommends a
General Fund reserve of two months expenditures (17%). The Preliminary Draft CFA overachieves, using
anecdotal information on reserves that have accumulated in cities over many years, to support an
arbitrary reserve of 30%. The Draft CFA should follow the OPR Guidelines and GFOA best practices, and
have a reserve of 17%.
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IOV Request #27: The Draft CFA should calculate the Town’s reserve based on total operating expenses
and not on total town revenue. By calculating a 30% reserve based on total revenue, the Draft CFA
"reserves" an additional 30% of the Transient Occupancy Tax (TOT) revenue, in addition to the 60% of
TOT that is assumed to be "passed through" to the NLTRA or used for transit as portrayed in the Draft
CFA's Scenario 2. By doing so, it effectively makes 90% of the TOT unavailable to support town services
(60% to NLTRA and 30% to a reserve). It also reserves revenue that may be necessary to make revenue
neutrality payments to the County.

9. REVENUE NEUTRALITY MITIGATION PAYMENTS ASSUMPTIONS PREMATURE

IOV Request #28: The Draft CFA should calculate the cost of County services transferred and the
revenues transferred, but should not speculate on the amounts of revenue neutrality payments.

The Draft CFA acknowledges: “Because revenue neutrality has not been discussed and is pending the
release of this Draft CFA, the potential payments are not yet known.” Yet, it calculates what it describes
as “Revenue Neutrality Mitigation Payments” and includes them in the Fund Summaries.

OPR Guidelines clearly state: “Revenue neutrality negotiations are initiated during the preparation of
the CFA. After the preliminary results of the CFA are compiled, the county, proponents and LAFCO use
the information to structure payments for revenue neutrality. The negotiated terms of the agreement
are then used to create the public hearing draft of the CFA for consideration by LAFCO during the public
hearing on incorporation.” (underlining added)

The Draft CFA should estimate the amount of County’s revenues transferred and the cost of County
services transferred to the Town upon incorporation. It should not speculate on revenue neutrality
payments. Revenue neutrality payments will be the subject of negotiations, which have not yet been
initiated, per the OPR Guidelines. The payments may be structured quite differently from what the
Draft CFA projects and will be included in the final CFA, again as per OPR Guidelines. We request that
the Preliminary Draft CFA limit itself to what is known, not what is unknown. We ask that this section
heading and text be revised to be an estimate the County’s revenues transferred and the cost of County
services transferred to the Town only, and not the revenue neutrality payment, which will be the subject
of future negotiations.

10V Request #29: The cost of County services transferred should include indirect costs.
Government Code section 56815(b) states: “The commission shall not approve a proposal that includes
an incorporation unless it finds that the following two quantities are substantially equal:

(1) Revenues currently received by the local agency transferring the affected territory that, but for
the operation of this section, would accrue to the local agency receiving the affected territory.

(2) Expenditures, including direct and indirect expenditures, currently made by the local agency
transferring the affected territory for those services that will be assumed by the local agency receiving
the affected territory.”

The Draft CFA does not include indirect costs in the calculation of expenditures transferred, which is
contrary to State law. IOV has previously noted that the County reported $183,555 in indirect costs
transferred, and that RSG identified a countywide Overhead Cost Allocation factor of 71.43 % of salaries
and benefits. One of these factors should be included in the analysis of costs transferred by the County.
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|0V Request #30: The responsibility for North Lake Tahoe contributions should be clarified.

The “Revenue Neutrality” section of the Draft CFA should be revised to state that under Scenario 1, with
the higher revenue neutrality payment estimate, the County would be the source of 4% of transient
occupancy tax revenue for North Lake Tahoe services and infrastructure.

10. APPENDICES 4 and 5 — HISTORIC REVENUE GROWTH SCENARIOS

10V Request #31: Appendices 4 and 5 should be removed from the Draft CFA

Appendices 4 and 5 were added to the July 24, 2015 Draft CFA at the request of the consultant for
Squaw Valley Ski Holdings. They are “Historic Revenue” scenarios that substantially discount growth
and development in Olympic Valley. Given the Placer County Draft Environmental Impact Report for the
Village at Squaw Valley Specific Plan (“DEIR”, May 2015) and the April 8, 2014 “Absorption Schedule
Technical Memorandum” prepared by Placer County staff (Exhibit 6), the fact is that historical growth is
not what will happen in the future. The historical growth scenarios are not consistent with the accuracy
and reliability of the information, methodologies, and documentation requirements of Government
Code section 56801(c). They should be removed from the Draft CFA.

11. SUMMARY

Incorporate Olympic Valley appreciates the opportunity to present our concerns and objections
regarding the Comprehensive Fiscal Analysis (Draft CFA) of the Proposed Incorporation of the Town of
Olympic Valley, dated July 24, 2015. We believe that the State Controller’s Office independent,
objective review of the Draft CFA and the requests we have made in this correspondence will lead to
findings by the State Controller that the Draft CFA is inconsistent with the California Government Code
and the “Guide to the LAFCO Process for Incorporations” published by the Governor’s Office of Planning
and Research.

Our goal, in the final analysis, is to have a fair and accurate Comprehensive Fiscal analysis so that Placer
LAFCO and the residents of Olympic Valley may make informed decisions regarding the proposed
incorporation of Olympic Valley.

Yours very truly,

Fred lifeld Board Chair, Incorporate OV Foundation
FILFELD@gmail.com
(530) 448-6060
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INTRODUCTION

THE REPORT

This report presents the Comprehensive Fiscal Analysis (“CFA”") of the proposed incorporation of a
new city in Placer County. Rosenow Spevacek Group, Inc. (‘“RSG”) prepared the report to assist the
Placer Local Agency Formation Commission (“LAFCQO”) in determining the fiscal feasibility of the
incorporation of the Town of Olympic Valley (“Olympic Valley” and “Town”), and to review related
potential impacts upon the County of Placer (“County”) and other agencies presently providing
services to Olympic Valley.

This report is based on a thorough analysis of data provided by a variety of public agencies and
stakeholders. It is organized by the following sections:

o The key findings are concisely presented in the Executive Summary with a more detailed
explanation included in the Conclusion.

e The Background section provides an overview of the incorporation process and some of the
important dates relating to the Olympic Valley incorporation.

e The Incorporation Proposal section discusses the details of the proposal for incorporation.

e The analysis performed by RSG is presented in the Growth and Development, Projected
Revenues, and Projected Expenditures sections.

e The Impacts on Existing Agencies section discusses the transition year loan, possible
revenue neutrality payments, and the provisional appropriations limit.

e Several alternatives considered are discussed in the Appendix 1.

e Appendices 2 through 5 are RSG’s revenue and cost analyses.

STUDY AREA DESCRIPTION

Olympic Valley is located in the Sierra Nevada Mountains, northwest of Tahoe City along California
State Highway 89 on the banks of the Truckee River near Lake Tahoe. The area encompasses
approximately 15 square miles with 943 permanent residents®. It is home to the Squaw Valley Ski
Resort, which was the site of the 1960 Winter Olympics. Olympic Valley experiences a dramatic
influx of tourists during the ski season. During peak times, it is estimated that around 9,000 people
stay overnight in the area?, populating the hotels and vacation rentals. The daytime population can
balloon to as much as 15,000 people. The area has a large number of private vacation homes in
addition to the Squaw Valley Ski Resort and some smaller independently-owned lodging
establishments to accommodate tourists.

! Based on ESRI Business Analyst estimates as of January 27, 2015
2 RSG estimate based on data from Village at Squaw Valley Specific Plan Draft EIR
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EXECUTIVE SUMMARY

This report provides a fiscal analysis of the proposed incorporation of Olympic Valley based on data
collected from Placer County and various other public entities as well as independent research
conducted by RSG. Results of the analysis show the following:

Based on the assumptions and analysis described herein, the Town’s potential General Fund and
Road Fund revenues materially exceed expenditures, exclusive of potential revenue neutrality
payments and deposits into the reserve fund, in the forecast. However, when potential revenue
neutrality payments and reserve fund deposits are factored in, incorporation does not appear to be
feasible at this time. This conclusion is based on revenue neutrality terms and conditions that have
not yet been established between the proponents for incorporation and the County, or by LAFCO
should such negotiations fail. The Town’s revenue neutrality payments may therefore differ from the
estimates contained herein, which could affect feasibility of incorporation. If a revenue neutrality
agreement, terms, and conditions are approved by the parties or established by LAFCO following
the issuance of this Preliminary Draft, the Report and its findings shall be updated.

¢ RSG also determined that both of the alternatives to the proponents’ incorporation scenario
were not feasible:

o0 Alternative 1 — Selective Exclusion considered a smaller geographic area that
excluded parcels from the proposed Town limits, based on respective property owner
requests received by the LAFCO Executive Officer. This Alternative is neither feasible
nor fiscally superior to the proposed incorporation boundary because of the elimination
of major revenue-generating uses and difficulty and inefficiency involved with providing
services to different jurisdictions in a small and remote location.

o0 Alternative 2 — Dissolution of SVPSD addresses a broadening of the incorporation
proposal by dissolving and consolidating the Squaw Valley Public Service District, a
special district providing fire, water, wastewater (sewer) and trash disposal services
within its boundaries that are coterminous with the proposed Olympic Valley Town limits.
This Alternative is found to have no significant beneficial effects on feasibility proposed
new Town other than small potential cost savings through efficiencies.

BACKGROUND

LEGAL PROCESS AND REQUIREMENTS

LAFCOs are local agencies mandated by the State to:
o Encourage the Orderly Formation of Local Governmental Agencies;
e Preserve Agricultural Land Resources; and
o Discourage Urban Sprawl.

Developing a logical boundary for a newly incorporated city is of utmost importance to LAFCOs. To
achieve this, LAFCOs may consider alternative boundaries or plans for services throughout an
incorporation process. Additionally, LAFCOs are tasked with determining whether the incorporation
of a proposed city is financially feasible and whether the transfer of assets from the county and
other affected agencies will be adequately mitigated for any fiscal imbalance caused by the
incorporation.
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This incorporation was initiated when the Petition for the Incorporation of the Town of Olympic
Valley was submitted to LAFCO on August 20, 2013 by the incorporation proponents (also known
as “Incorporate Olympic Valley”). The LAFCO Executive Officer issued a Certificate of Sufficiency
on September 12, 2013 certifying that a sufficient number of registered voters signed the petition
and that it is valid. On December 19, 2013, the proponents have submitted an Incorporation
Application and a Plan for Services.

After the Incorporation Application is submitted, the next step in the process is for the LAFCO
Executive Officer to prepare, or cause to be prepared by contract, a CFA pursuant to Section 56800
of the Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, Government Code
Sections 56000 through 57550 (“Act”), which establishes minimum procedures and requirements
for incorporation proposals.

Pursuant to AB 2838 (Chapter 761, Statutes of 2000), the Governor's Office of Planning and
Research prepared A Guide to the LAFCO Process for Incorporations, October 2003 (“Guidelines”).
The Guidelines “are advisory”? include “detailed information and examples about the type of
information that should be included in the comprehensive fiscal analysis”, and a “suggested process
to address the legal requirement of ensuring that incorporations are revenue neutral’, as described
later herein.

To supplement the Guidelines, LAFCOs may also adopt their own policies, procedures and
regulations for incorporations, although no such incorporation policies, procedures and regulations
have been adopted by Placer LAFCO.

The CFA serves as a basis for the LAFCO Executive Officer's Report and Recommendation and
Terms and Conditions, which will be considered by the LAFCO Board when making its decision on
the incorporation proposal at a public hearing. The CFA will also serve as the basis for revenue
neutrality negotiations between the proponents and County, which will occur prior to the public
hearing on the incorporation. Following revenue neutrality negotiations, LAFCO may update the
CFA and set an effective date of incorporation. Ultimately, the effective date of incorporation will
depend on the successful processing of an incorporation application, subject to a protest hearing,
and a majority approval by Olympic Valley registered voters.

IMPORTANT DATES AND TIMING OF THE INCORPORATION

Base Year

Pursuant to state law and LAFCO guidelines, this CFA presents a realistic forecast of operating
revenues and expenditures for the new Town over a ten year period. Pursuant to Government Code
Section 56800, “data used for the analysis shall be from the most recent fiscal year for which data
are available, preceding the issuances of the certificate of filing." Consequently, this CFA assumes
that public review will begin in late July 2015 and a certificate of filing will be issued by LAFCO on or
before that date.

RSG has developed this CFA using actual revenues and expenditures from the last completed
fiscal year (2013-14), which is the “base year” of this forecast; in all cases base year data reflects
2013-14 actual costs, revenues and service levels. Some future contract cost estimates were based
on 2014-15 figures provided by the County and other sources; however, we found that overall these
2014-15 costs and revenues to be materially consistent with base year actuals.

Should there be a delay in the incorporation process and issuance of the certificate of filing is
pushed back, data from 2014-15 may become available. This would make 2014-15 the “most recent

% A Guide to the LAFCO Process for Incorporations, October 2003, Governor’ Office of Planning and
Research, page 1
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fiscal year for which data is available.” In that instance, it is possible that this report would have to
be updated to establish 2014-15 as the base year and utilize actual revenues and expenditures
from that year instead. An updated base year can cause material changes to the findings and
conclusions expressed in this Preliminary Draft Report.

Presumed Effective Date of Incorporation

The effective date of incorporation is established by LAFCO in the process of incorporation as
mentioned earlier. For the purposes of this Report, provided all procedural actions are completed,
including LAFCO approval and a successful election in early 2016, the effective date of
incorporation for the Town of Olympic Valley has been assumed to be July 1, 2016.

The flow of revenues to the new Town is dependent upon the establishment of an effective date.

Transition Period

The transition period is the time between the effective date of the incorporation and the time when
the new city must assume full service responsibility, in this case from July 1, 2016 to June 30, 2017.
Some, but not all, future municipal revenues would begin to be collected by the Town during the
transition period. The timing of receipt of these revenues is more of a factor of the applicable
statutes that direct the apportionment of such revenues, rather than anything particular to Olympic
Valley or the incorporation timing itself. No new city can collect all revenues immediately beginning
on the effective date. In Olympic Valley, some General Fund revenues would not be collected fully,
or at all, during the first year of incorporation. RSG has noted these exceptions in this Report.

During the transition year, the County would continue to be responsible for maintaining its current
level of service for Olympic Valley. Costs to provide services which will eventually transfer to the
new Town would be reimbursed by the Town over a five year period. The 12-month transition
period would afford the Town the opportunity to select staff, initiate contracts for other services, and
generally prepare for full assumption of municipal services in the following fiscal year.

METHODOLOGY AND DATA COLLECTION

Preparation of this CFA involves collection and analysis of data from various agencies, and
extrapolating that information into a future service plan that would be different than what is
employed today in the community. As the Guidelines state:

“Existing law does not provide an exact formula for establishing the first year’s
expenditures for a new city. Budget projections are based on a series of judgement
decision related to other established cities, past experience and the type and level of
services. In addition, the level of services provided and the type of provider (either
the new city or a contract entity) will impact the annual projection of cost. OPR
recommends that LAFCO clearly identify the assumptions underlying the projection
of costs. These projections can also be based on a review of the budgets of similarly
sized cities. ¥

RSG used such judgment and best practices in compiling data and developing our forecast of costs
and revenues in this Report, as described below.

* A Guide to the LAFCO Process for Incorporations, October 2003, Governor’ Office of Planning and
Research, page 34
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Collection of Data and Projections

Primary data sources for this CFA include the County, draft and adopted planning and financial
documents created by the County, the Squaw Valley Public Services District, the Tahoe City Public
Utilities District, the US Census, the Squaw Valley Ski Resort and other local businesses,
Incorporate Olympic Valley, LAFCO, and ESRI Business Analyst. The following is a detailed
schedule of the data requests sent:

December 1, 2014 LAFCO Executive Officer sends data requests to County Service
Departments, the Squaw Valley Public Service District, the Squaw Valley
Mutual Water District, the California Highway Patrol, County Sheriff, and
CalFire requesting information on levels of service, costs, and future
contracts. The same request was later forwarded to Tahoe City Public
Utilities District.

December 8, 2014 On behalf of LAFCO Executive Officer, RSG sends data requests to the
Placer County Auditor-Controller and Treasurer-Tax Collector. One piece
of data requested was the Auditor’s Ratio.

December 16, 2014 LAFCO Executive Officer sends data request to the State Board of
Equalization for sales tax data.

February 9, 2015 On behalf of the LAFCO Executive Officer, RSG sends data request to
the County Registrar asking for data on the number of registered voters in
Olympic Valley.

February 19, 2015 On behalf of the LAFCO Executive Officer, RSG sends additional data

request to County departments requesting updated actual costs and
revenues for fiscal year 2013-14.

As LAFCO and RSG received data responses, each response was analyzed and assessed. LAFCO
and RSG followed up with the various parties for questions, clarification, or additional data requests
in order to understand the methodology used to derive submitted responses.

All data collected was used in conjunction with other data sources, best practices, and RSG staff
knowledge from similar projects and communities. Future projections are based on historical
growth, planned developments, and best estimates, and are intended to be realistic in nature. While
RSG has made every effort to accurately ascertain service demands, costs, and any resulting
revenues, a number of factors cannot be predicted including decisions that may be made by a
future Town Council, regional or national economic impacts, changes to state or federal law, or
natural disasters including long-term, extreme drought.

Use of Other City Budget Information in Developing this Report

The Guidelines advise LAFCO that budget projections can be based on a review of the budgets of
similarly sized cities. Olympic Valley is, however, a unigue community that experiences a dramatic
fluctuation in its population due to tourism. Further, it is rural in nature but experiences a cost of
housing similar to the highly urbanized Bay Area. Most small cities in California are not located in
areas with large seasonal populations, and those that are may not necessarily have comparable
employee salaries due to different costs of living. As such, RSG looked at different cities and
exercised judgment in selecting the appropriate “comparable cities” depending on the nature of the
cost (or revenue) involved. In each case, considerable effort was taken to ensure that the existing
level of services was driving the selection of the assumption used.
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THE INCORPORATION PROPOSAL

PLAN FOR SERVICES

Three entities currently provide most municipal services to Olympic Valley — the County, the Squaw
Valley Public Service District (“SVPSD”), and the Tahoe City Public Utility District (“TCPUD").

Existing Municipal Service - County of Placer

Excluding Countywide services such as public health, coroner, courts and other regional services
not transferred due to incorporation, the County provides the following types of local municipal
services in Olympic Valley:

¢ Law enforcement;

e Planning and building;

e Code enforcement;

e Engineering;

¢ Road maintenance;

e Parks and recreation services; and

e Animal control.

The County’s local services are funded primarily through property taxes, sales taxes, transient
occupancy taxes, property transfer taxes and fees for service.

Existing Municipal Service - SVPSD
The SVPSD is a special district that provides:

e Structural fire protection;
o Water;

e Wastewater (sewer); and
e Trash disposal services.

The SVPSD’s services are funded through a share of the general property tax levy, and fees and
charges for services.

Existing Municipal Service - TCPUD
The TCPUD is a special district that provides:

e Water service to 20 homes within the proposed boundary;
e Sewer collection services to 29 homes; and
e Maintenance on 7,283 feet of multi-use trail.

The TCPUD'’s services are funded through a share of the general property tax levy, and fees and
charges for services. The TCPUD spends more money to provide the services outlined above than
it collects in revenue in the same area. It is possible the TCPUD could realize some cost savings
and create efficiencies by transferring some of their revenues and responsibilities to the new Town
or the SVPSD. However, this report does not include an analysis of reorganization of the TCPUD
because it was found to have little effect on feasibility. This action can still be pursued by LAFCO at
another time if so desired.
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Proposed Service Plan

Incorporation would affect the manner in which some, but not all, services are delivered to Olympic
Valley. Upon incorporation, the County’s local municipal service responsibility would transfer to the
new Town, along with portions of revenue generated within the Town boundaries. This CFA
assumes that the SVPSD will continue to operate in its current capacity, although an alternative
scenario is provided in Appendix 1, wherein the SVPSD district is assumed to dissolve and the
Town would absorb SVPSD'’s responsibilities and assets. This CFA also assumes the TCPUD will
continue to operate in its current capacity, however, the proposed Town will be responsible for an
existing contract between the County and the TCPUD to provide trail maintenance. This is
discussed further in the Public Works section.

The Plan for Services matrix in Figure 1 presents the proponent’s submitted Plan for Services and
RSG’s assessment of current and future service responsibilities.

Figure 1 - Plan for Services, Proposed Incorporation

Public Service Current Provider Anticipated Provider Level of Service
General Government Placer County New Town - Town Staff and Contract Services; Enhanced
Law Enforcement Placer County New Town - Contract with County No Change
Traffic Control & Accident Investigation California Highway Patrol New Town - Contract with County Enhanced
Animal Services Placer County New Town - Contract with County No Change
Fire Protection/EMS SVPSD SVPSD No Change
Fire Protection Acreage Cal-Fire New Town - Contract with Cal-Fire No Change
Land Use Planning Placer County New Town - Town Staff and Contract Services Enhanced
Building and Safety Placer County New Town - Contract with County No Change
Code Enforcement Placer County New Town - Contract with County No Change
Engineering Placer County New Town - Contract with County No Change
Road Maintenance Placer County New Town - Contract with County No Change
Snow Removal Placer County New Town - Contract with County No Change
Parks & Recreation Placer County New Town - Contract with County No Change
Domestic Water SVPSD & Squaw Valley Mutual Water SVPSD & Squaw Valley Mutual Water No Change
Cable Television/Broadband Telecommunications Suddenlink & AT&T Suddenlink & AT&T No Change
Solid Waste Collection/Disposal Truckee Tahoe Sanitation District Truckee Tahoe Sanitation District No Change
Gas Various Propane Various Propane No Change
Public Education Tahoe Truckee School District Tahoe Truckee School District No Change
Library Placer County Placer County No Change
Wastewater/Sanitation SVPSD SVPSD No Change

FORM OF GOVERNMENT

The Town of Olympic Valley is assumed to be incorporated as a General Law City under the State
Constitution. The proposed form of the new Town would be governed by the Town Council which
would retain a Town Manager to be responsible for the day-to-day operations of the Town.
Members of the Town Council would be elected at-large.

Assumed Municipal Organization

The proponent’s application indicates that the Town is proposed as a “contract city”, meaning that
the Town would have limited permanent staff, and contract remaining services through public
agencies and/or private consultants. Contracting services to reduce the number of full-time
positions is a trend among newer cities looking to reduce annual expenses. Since 1970, nearly 85
percent of cities that incorporated have at least some portion of public services provided by contract
rather than permanent employees®. One advantage contract cities have over cities that rely on
permanent employees is the ability to scale quickly as service demands dictate. Although Olympic

® California Contract Cities Association
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Valley at 943 permanent, year-round residents would seem to be one of the smallest cities in
California, its seasonal population can be as high as 15,000° people in a given day; therefore a
contract service model can be especially useful in these types of communities.

The exact number of permanent employees and contract services is not known at this time, and
would be established by the Town Council after incorporation. To project costs associated with
service delivery, RSG estimated that the minimum number of staff needed to administer operations
at their current level would be 7.0 full-time employee equivalents, with all other responsibilities to be
provided by contract staff. Aside from one fully contract city with no permanent employees (Jurupa
Valley), seven employees would make Olympic Valley's one of the smallest staffs in California,
even smaller than many cities with similar full-time population. RSG took into consideration that a
number of functions are not necessarily scalable to population size in order to function effectively;
and even a “contract city” would typically need personnel dedicated to procure and manage these
contractors and maintain a local presence.

Figure 2 presents a conceptual organizational chart of the proposed organization of Town staff,
exclusive of services provided through contracts. Contract services would include building and code
enforcement, engineering and surveying, planning services beyond those provided by full-time
planning staff, community development technical support and Geographic Information Systems
(GIS) support, city attorney services, payroll and auditing, parks and recreation staff support, animal
control, law enforcement, road maintenance, and wildfire protection. Personnel titles were
determined by RSG based on the function performed and nature of the work involved, in which we
considered other cities of similar size and scale, seasonal communities, and other factors.

Figure 2 - Organizational Chart

City Council

City Manager
(1.0 FTE)

Comm. Dev. Dir. Public Works Dir. Finance Dir.

(1.0 FTE) (1.OFTE) (1.0 FTE)

Assoc. Planner City Clerk
(1.0 FTE) (1.0 FTE)

Admin Assistant
(1.OFTE)

Payroll costs for each position were based on RSG’s February 4, 2015 survey of relatively small,
nearby cities. When determining payroll costs, RSG prioritized geographically close cities within the
same regional job market as Olympic Valley as they would compete for the same talent. Olympic

® per Village at Squaw Valley Specific Plan Draft EIR, which cited days with up to 14,625 skier visits, not
including permanent residents, in recent years

9
RSG
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Valley, like all cities, will need to offer competitive salary and benefits packages to attract capable
employees. In some cases, personnel costs in Olympic Valley may be marginally higher than
comparable cities outside the Tahoe Basin given the higher cost of housing in Olympic Valley. Note
that County employees working in the Tahoe Basin receive a Tahoe Subsistence Pay stipend of
$775 per month to account for higher housing or commuting costs, according to a Memorandum of
Understanding with its employee union.

Benefits were estimated in consultation with LAFCO Executive Officer and a survey of relatively
small, nearby cities According to this data, the average ratio of benefits to salary for the six cities
surveyed was 38 percent. This number was adjusted down slightly to 35 percent for the smaller size
of Olympic Valley. RSG’s analysis of various compensation levels and benefit ratios is presented in
Figure 3 below.

Figure 3 - Payroll Cost Comparison

Difference | Proposed City :

Item Detail and Assumptions from Average : Olympic Valley: Colfax Placerville  Nevada City Auburn Angels Camp _ Truckee
Total Population in 2014" . 943 . 2,055 10,389 3,087 13,580 3,748 16,942
City Employees
Total Number of Employees in 20132 7
Benefits Ratio -3% 35% 30% 48% 51% 20% 38% 38%
Permanent Employee Salaries & Benefits

Management

Town Manager 12,550 $175,500 $148,209 $174,510 $121,549 $148,090 $167,373 217,969

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
|
Admin Assistant/Secretary : (7,537)
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
Town Clerk/Admin Support (17,815) $67,500 1 $49,245 $89,724 $73,268 $66,809 147,530
| $47,250 N/A $52,854 N/A $57,614 53,893
1 1
Finance H H
Finance Director (4,773) ! $121,500 ! N/A $123,290 N/A $129,256
Community Development : :
Community Development Director (20,256) : $121,500 : $116,969 $141,476 N/A $129,256 179,324
Associate Planner (11,341) : $81,000 : N/A $84,289 $96,471 $83,758 104,847
Public Works X :
Public Works Director (28,179) | $121500 N/A N/A $101,653 197,704
Other Compensation H :
Town Council Stipend (300) . $2,500 |,  $1,200 $4,200 $2,600 $1,600 $3,600 $3,600
1 1
Contract Attorney (2,438) ' $100,000 ' $82,000 $76,391 N/A $150,000 $80,000 $123,800

Note: Only directly employed personnel are included. "N/A" indicates that a position is either contracted, not explicitly provided, or covered via a stipend as opposed to a salary.
1 ESRI Business Analyst

2 california State Controller's Government Compensation in California Website

Sources: City Salary Schedules and Budgets for 2014-15

Pursuant to Government Code Section 56800(a)(1), a CFA should compare the estimated costs to
provide services in the proposed city with the costs of cities with similar population, similar
geographic size, and that provide a similar level and range of services. As discussed earlier,
Olympic Valley would be a unique city given its small population and remote location, with a
proposed service model focused largely on contracts. RSG reviewed the budgets and service
models for the 30 smallest cities in California, but none of them could be defined as “similar” by
strict interpretation of Section 56800(a)(1). In most cases, these small cities were significantly older,
and contracted for very few services. However, in an effort to illustrate the wide range of service
costs, RSG selected six cities throughout the State that exhibit one or more similarities to Olympic
Valley, whether that be geographic size, population, or level of service. The vast discrepancies in
service costs can be attributed to a number of factors, but most specifically, the individual budgets
and needs of the cities, regional and national economic influences, and decades of decisions made
by elected officials. These six cities are shown in Figure 4. Data for the six comparable cities was
only available through FY 2013-14 but must be compared to Olympic Valley's 2017-18
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expenditures. This must be taken into consideration when evaluating the data, but Olympic Valley's
proposed budget is neither the highest nor the lowest of these cities.

Figure 4 - Comparison City Analysis

City : Olympic Valley : Belvedere Biggs Colfax Hidden Hills Irwindale Villa Park
County 1 Placer 1 Marin Butte Placer Los Angeles Los Angeles Orange
Fiscal Year Reviewed : 2017-18 _ ,  2013-14 2013-14 2013-14 2013-14 2013-14 2013-14
Demographic Data ! !
Population : 962 : 2,121 1,746 1,998 1,901 1,473 5,812
1 1
Service Data ' '
Class 1 GeneralLaw 1 General Law General Law General Law General Law Chartered General Law
Service Area (Sq. Miles) : 15 : 1 1 1 2 9 2
Year Incorporated 1 N/A 1 1896 1903 1910 1961 1957 1962
1 1
Fiscal Data : :
Assessed Value ! 1,226,088,800 ! 1,596,979,595 82,540,386 159,000,225 1,194,827,734 1,986,416,262 1,386,676,315
Sales Tax Rate ' N/A | 9% 8% 8% 9% 9% 8%
TOT Rate 1 10%:! 0% 0% 8% 0% 10% none
Total Annual Revenues : 5,302,429 : 6,554,189 5,510,428 4,807,374 1,969,826 19,841,857 3,902,698
Total Annual Expenditures 1 4,624,112 1 7,009,622 4,617,448 4,161,597 1,584,070 20,580,047 4,191,747
1 1
Services Provided : :
General Government* ' 648,280 | 981,609 141,645 690,469 573,475 6,742,114 441,338
Public Safety2 ! 1,723,000 ! 3,151,991 260,968 740,258 402,401 5,495,426 1,276,967
Transponiation3 : 858,342 : 1,327,968 623,576 222,840 42,709 39,708 1,422,821
Community Development* ! 682,630 ! 1,501,913 194,941 149,969 390,768 6,508,089 319,647
Health® 1 - - 797,975 2,311,980 73,301 1,604 672,458
Culture and Leisure® : 31,400 | 46,141 53,466 46,081 101,416 1,793,106 58,516
Utilities” ! . 2,544,877 - . R R
Misc® | 680,460 | -

Red = Contracted
Purple = City & Contracted

Includes legislative, management and support services.

Includes police, fire, emergency medical services, animal regulation, weed abatement, street lighting, disaster preparedness, and all other public safety services.

Includes streets, highways, storm drains, street trees/landscaping, parking facilities, public transit, airports, ports and harbor, and Measure F Infrastructure projects.

Includes planning, construction and engineering regulations, redevelopment, housing, employment, community promotion, and other community development services.

Includes physical and mental health services, hospitals and sanitariums, solid waste, sewers, cemeteries, and other services.

Includes parks and recreation, marinas and wharfs, libraries, museums, golf courses, sports arenas and stadiums, community centers and auditoriums and other public amenities.
Includes water, gas, electric and other public utility services.

Includes non-departmental expenditures, contingency, and transition year loan.

GROWTH AND DEVELOPMENT

POPULATION ESTIMATE

The Olympic Valley base population used in this CFA was calculated by drawing upon ESRI
Business Analyst estimates, which estimated 2014 population by looking at 2010 Census data
within the proposed City limits and forecasting outwards. The estimated permanent resident
population _of Olympic Valley on July 1, 2014 was 943. This differs from the population estimate
from the draft Municipal Services Review (MSR) for the SVPSD, prepared by LAFCO, which
calculated the population in 2012 to be 1,476, because the MSR projections were based on Census
data for the 96146 zip code, which includes the Alpine Meadows area.

VILLAGE AT SQUAW VALLEY SPECIFIC PLAN

In December 2011, Squaw Valley Real Estate, LLC, submitted the proposed Village at Squaw
Valley Specific Plan (“Specific Plan”), to guide development within the 93.51-acre Village at Squaw
Valley area. The County is currently preparing a Program Environmental Impact Report to analyze
the environmental impacts of implementation of the project, and the Draft EIR was made available
to the public in May 2015. According to the April 2015 Draft of the Specific Plan, the following land
uses may be developed:
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e 208,583 square feet of additional non-specified commercial building area, net of an
existing 85,510 square feet to be redeveloped;

e 850 units of residential uses, the majority of which are expected to be used as hotel or
vacation rentals rather than permanent housing;

e 18 units of dormitory-style employee housing to accommodate 108 beds; and
e a 4,000 square foot transit center.

It is unknown what projects within the Specific Plan will in fact be constructed and completed, but
based on one meeting with the developer last fall, RSG and the LAFCO Executive Officer were
informed that the project would likely be built in phases over a 20-25 year timeframe. RSG sought
more detailed information from the developer on the projects and phasing, but received minimal
input.

According to the October 2014 draft Specific Plan:

“Development of the Plan Area may evolve in a variety of ways depending upon
several factors. These include shifts in market demand for various housing types,
and changes in the development goals and capabilities of property owners within the
Plan Area. Development of the Plan Area is not phased by zone or region, but
instead on an individual building by building basis. A detailed infrastructure schedule
will define what infrastructure commitments will be necessary to accommodate and
support the demands of each building as they are constructed. There is no set order
by which buildings will be erected so as to properly align the pace of development
with the rate of product absorption and to facilitate prudent capital/risk management.
As existing facilities are displaced, appropriate temporary or replacement facilities
will be established.”

RSG consulted with the County Planning officials as part of the effort to develop an absorption
forecast for the development,, since not all of the potential Specific Plan projects are anticipated to
occur within the timeframe covered by this CFA. In addition, RSG consulted with the LAFCO
Executive Officer and evaluated a September 23, 2014 “Draft Technical Memorandum” prepared for
the SVPSD by Catherine Hansford of Hansford Economic Consulting (“HEC”). The purpose of the
HEC “independent projection of revenue generation” was to help the SVPSD determine the impacts
of the Specific Plan development on its revenues and expenses. The HEC forecast came to similar
conclusions to the forecast embodied in this CFA, although there were some variances due to the
annual (versus periodic) nature of this CFA’s forecast. Additional refinements were made based
upon County consultations that took place after the HEC report was completed.

DEVELOPMENT OUTSIDE SPECIFIC PLAN AREA

The majority of Olympic Valley is undevelopable, although some development may still occur
outside the boundaries of the 93-acre Specific Plan area. The County Planning Department reports
that entitlements have been approved for two projects:

e Olympic Estates: 16 residential units totaling 64 bedrooms; and
e RSC Phase IlI: 441 condominium units totaling 464 bedrooms.

In addition, over the next 25 years, the County Planning Department estimates approval and
development of several more projects, some portion of which may be constructed during the CFA
forecast period:

e Squaw Valley Ranch Estates: 8 residential units totaling 40 bedrooms;
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e Mancuso: 4 residential units totaling 20 bedrooms;

o Redevelopment of the PlumpJack property: 104 net hotel rooms/condo bedrooms and
10,000 square feet of net new commercial use;

e A museum of 14,500 square feet;

¢ Single Family Residential: 66 units / 264 bedrooms;

e Resort/condo/hotel units: 34 units / 52 bedrooms; and

e General commercial uses (retail, restaurant, service): 56,000 square feet

The amount of this 25-year development plan that is reasonably expected to be absorbed during
the 10-year CFA analysis period is described in the next section.

CFA DEVELOPMENT FORECAST

Between development within the Specific Plan area and additional development that may occur in
the next 25 years outside the Specific Plan area, Olympic Valley could see a significant increase in
development consisting of 1,440 units (2,765 bedrooms) and 300,583" net new commercial square
feet. These figures are loosely the same between the County Planning Services Division and a
forecast prepared for the SVPSD in September 2014 by HEC, but for several reasons, RSG needed
to refine these forecasts to reconcile differences, reflect figures on an annualized basis, and make
assumptions regarding the type of land uses involved and the pace of development and absorption
beyond what was included in either forecast.

The forecast period for this CFA is 10 years, including a transition year. Initially, it is reasonable to
expect that some projects that have not yet been entitled may take some time to receive
entitlements (typically 9-18 months), prepare grading plans, construction drawings and receive
permits (6-12 months), and be constructed (18-24 months). Additionally, development of these
projects is anticipated to occur in phases, likely based on demand and the desires of the respective
developers, which RSG has noted are not yet known in great detail.

The resulting RSG forecast for development within the 10-year CFA period is reflected in Figure 5,
which was incorporated into our analysis not only for population (both permanent and visitor) but
property taxes, transient occupancy taxes, sales taxes, and other revenues as well as expenditures.
No growth is forecasted during the transition year, as County officials do not feel that construction of
the aforementioned projects is likely to be completely finished and assessable by July 1, 2016,
especially given the difficulties the construction industry is likely to face during winter months.

" Net of an estimated 77,650 square feet to be demolished and redeveloped with new uses according to
County estimates.
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Figure 5 - Growth Forecast
Comparison of RSG Forecast to Other Forecasts HEC/SVPSD Forecast (Sept 2014) County Forecast (Mar 2014) RSG Assumption
5Yrs 15 Yrs 25Yrs 5Yrs 10 Yrs 25Yrs 5Yrs 10 Yrs 25Yrs
SP: Residential/Lodging Units
Condo Hotel & Fractional Cabins 242 501 850 297 467 850 242 492 850
SP: Resort Residential (1,243 beds) 600 242 242 600
SP: Hotel (250 beds) 250 - 250 250
Employee Housing (Dormitories) 204 204 204 92 144 264 - 264 264
SP: Employee Housing
SP: Nonresidential SF 77,042 150,135 225,147 119,940 154,940 220,083 91,900 147,635 220,083
Net Existing SF (to be Replaced) (77,650) (77,650) (77,650) (77,650) (77,650) (77,650) (77,650) (77,650) (77,650)
Gross SF Projected 154,692 227,785 302,797 197,590 232,590 297,733 169,550 225,285 297,733
Retail 5,500 20,400 28,621 20,400 20,400 28,621
Restaurant/Food & Beverage 7,000 22,650 31,121 22,650 22,650 31,121
Hotel "Common Area" 15,692 33,235 66,555 - 33,235 66,555
"Mountain Adventure Camp" 90,000 90,000 90,000 90,000 90,000 90,000
Ski Services & Other Amenities 32,500 52,500 62,500 15,000 20,000 20,000 32,500 40,000 57,436
Transit Center 4,000 4,000 4,000 4,000 4,000 4,000
Neighborhood Market - 5,000 5,000 - 5,000
Shipping/Receiving - - 15,000 15,000 15,000
Other Residential/Lodging (Outside SP) No Forecast 168 336 673 168 457 673
RSC Phase Il 441 152 441 441
Olympic Estates (64 beds) 16 16 16 16
PlumpJack Hotel 80 - - 80
PlumpJack Condo 24 - - 24
New Hotel (Outside Specific Plan) 34 - - 34
Squaw Valley Ranch Estates 8 - - 8
Mancuso (20 beds) 4 - - 4
Single Family Residential (264 beds) 66 - - 66
Other Nonresidential SF (Outside SP) No Forecast 24,500 44,625 80,500 24,500 44,625 80,500
Olympic Valley Museum 14,500 14,500 14,500
General Commercial 10,000 30,125 56,000
PlumpJack Redevelopment - - 10,000
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Population Increases Due to New Development

Although the majority of the new development is anticipated to be largely visitor-serving, some
permanent population may be added to the community as a result of the development projected.
Using GIS, the boundaries of the proposed Town were geographically matched to data from the US
Census and ESRI Business Analyst. An average historical population growth rate of 0.56 percent
(about 5 residents per year) was determined based on 2000 and 2010 Census data. However, due
to the substantial amount of anticipated development on the horizon, this CFA instead ties
population growth to new housing development, assuming that current residential owner-occupancy
rates and average household size stay constant. The population forecast is shown in Figure 6.

Tourists are expected to increase due to the visitor-serving development anticipated to occur within
the next ten years. Tourist populations were identified as either overnight visitors or “daytrip”
tourists. Overnight visitors were projected using the estimated figure for peak overnight visitors at
100% occupancy from the Village at Squaw Valley Specific Plan Draft EIR, which was then
converted to the average annual occupancy rate. Overnight tourist growth was projected based on
the development of new overnight accommodations. “Daytrip” tourists, meanwhile, were estimated
using the average skier count from the 10" busiest day between 2010 and 2014 as presented in the
draft Village at Squaw Valley Specific Plan Draft EIR and subtracting the overnight visitors. While
RSG acknowledges that not all daytrippers are skiers, given the lack of relevant data available, this
was determined to be a reasonable estimate. Daytrip visitors were increased at the same rate as
the overnight visitors, as the ratio between them is assumed to stay constant.

The total number of employees in Olympic Valley is also projected to increase over time. The
current number of employees was determined with ESRI Business Analyst estimates. Employee
growth was then tied to future development using square feet-per-employee estimates from the
Natelson Company. An estimate from Marriott International was used to calculate the square
footage of new hotels based on their number of rooms. The projected tourist and employee
populations in Olympic Valley are found in Figure 7 and Figure 8.
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Figure 6 - Population Forecast

12 Month Period Beginning

[} i 1
 Transition ,
Population Projections 7/1/2014 7/1/2015 ' 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
After New Development is Factored In 943 948 : 954 : 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112
1 1
Before New Development is Factored In 943 948 : 954 : 959 964 970 975 981 986 992 997 1,003
1 1
1 1
Registered Voters 552 560 | 569 | 577 586 595 603 612 622 631 640 650
New Housing Adjustment Factor 0.75
2000 Population® 870
2010 Population® 919
2014 Population Projection’ 943
Growth Rate 2000-2010 0.56%
Homes Owner-Occupied® 11%
Average Household Size' 2.3
Registered Voters* 552

Note: RSG used this growth rate for the projections because it does not incorporate estimates into its calculation, and is therefore more likely to be accurate.

Note: RSG assumed that average household size and the percentage of homes that are owner-occupied would stay constant.

Note: New Housing Adjustment Factor is applied to population growth tied to new housing developments during their first year, as they are assumed to not be occupied at the same rate in their first year due to newness.

12010 US Census

2 ESRI Business Analyst Estimates

3 Placer LAFCo SVPSD Municipal Services Review - Admin Draft
* Placer County Office of Elections
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Figure 7 - Tourist Projections

12 Month Period Beginning

1 aas
y Transition
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025

1 1
1 1

Hotel Rooms* ' ' 915 1,126 1,157 1,157 1,157 1,157 1,157 1,407 1,407

Hotel Room Growth Rate 1 1 0% 23% 3% 0% 0% 0% 0% 22% 0%
1 1
1 1

Assumed Occupancy Rate (All Seasons Average) 52%: :

Peak Overnight Visitors (100% Occupancy)? 5,858 | '

Average Overnight Tourists ! 3,046 ! 3,046 3,749 3,852 3,852 3,852 3,852 3,852 4,684 4,684

! RSG used the County's Cumulative Assumptions Technical Memorandum, the HEC Technical Memorandum, and RSG's own expertise to best estimate phasing and timing of projects.

2 Village at Squaw Valley Specific Plan Draft EIR
Sources: Cumulative Assumptions Technical Memorandum; Steve Buelna, Supervising Planner (County Planning); Marshall & Swift Valuation; Village at Squaw Valley Specific Plan; Technical Memorandum — Revenue Impacts of the Village Development
on SVPSD from Hansford Economic Consulting

12 Month Period Beginning

1 Ly
ltem Detail and Assumptions ET;Zr};gIl%n: 7/1/2017  7/1/2018  7/2019  7/1/2020  7/1/2021  7/2022  7/1/2023  7/L/2024  7/1/2025
1 1
Average Overnight Tourists 3,046 1 3,046 3,749 3,852 3,852 3,852 3,852 3,852 4,684 4,684
Average Skiier Attendance 2010-2014 (10th Busiest Day)* 8,966 E E
Assumed "Daytrip" Growth Rate E E 0% 23% 3% 0% 0% 0% 0% 22% 0%
1 1
Average "Daytrip” Tourists ' 59201 5,920 7,285 7,485 7,485 7,485 7,485 7,485 9,103 9,103

Note: RSG acknowledges that not all daytrippers are skiiers, but given the lack of relevant data, determined the Draft EIR's estimate of skiier attendance to be the best representation of this population.
Note: The ratio between daytrippers and overnight tourists is assumed to stay constant. Therefore, daytrippers are inflated by the same growth rate.
: Village at Squaw Valley Specific Plan Draft EIR
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Figure 8 - Employee Projections

12 Month Period Beginning

I Transition !
Item Detail and Assumptions | 7/1/2016 , 7/1/2017  7/1/2018 7/1/2019  7/1/2020 7/1/2021 7/1/2022 7/1/2023  7/1/2024  7/1/2025
[ ]
1 1
Existing Employees* 579 ! !
1 [}
Non-Residential, Non-Hotel SF Added ! - 4,000 21,525 144,025 15,000 - 7,500 - - -
Square Feet per Employee2 5851 1
1 1
I |
Hotel SF Added 1 - - 168,800 24,800 - - - - 233,235 -
Square Feet per Employee2 1,804 : :
1 1
Total Employees : 579 : 586 716 976 1,002 1,002 1,015 1,015 1,144 1,144

Note: Non-Residential, Non-Hotel square footage per employee is difficult to estimate due to the unique nature of many anticipated projects. In light of this difficulty, RSG elected to use the Natelson Company's
retail estimate as a basis.

* ESRI Business Analyst Estimate

2 Natelson Company Estimate
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PROJECTED REVENUES

This CFA is conducted on a cash basis. New cities must operate on a cash basis since they have
no initial fund balances on which to depend for cash flow. Furthermore, the cash basis approach
provides a more realistic picture of both the year-end surpluses and deficits, which can be
experienced by the new Town.

Town revenues will come from a variety of sources. The majority of Olympic Valley’s revenue would
be designated as general fund revenue, which would be used to provide municipal services such as
general government, law enforcement, planning and land use, building inspection, animal control,
wildfire protection, and parks. General Fund revenues typically come from property taxes, sales
taxes, state subventions, and fees for services. Other revenues are restricted for specific purposes,
such as fees for services, or state subventions, such as gas tax revenues.

The following section describes the different revenues the new Town will be eligible to receive, and
the methodology used to forecast these revenues. There will be differences between the forecasts
and actual results because events and circumstances may not occur as expected, and those
differences may be material. In addition, outside forces such as the State Budget Process and the
national economy can have a large effect on potential revenues. The State of California’s budget
process is extremely unpredictable and often highly disadvantageous to local jurisdictions. The
State has imposed tremendous changes in the last ten years at the local government level, such as
the loss of redevelopment, which could be neither predicted nor mitigated. It is impossible to
forecast what the next ten years may bring. The economy operates with a little more predictability;
however, local jurisdictions are often unprepared for even normal fluctuations in the economy.

NEW TAXES AND FEES

This CFA assumes no new taxes will be imposed by the Town, and that, initially, the existing fee
schedules and franchise agreements maintained by the County will be adopted by the Town
Council upon incorporation. However, in the future, the Town would have the option of adopting
different fee schedules, and entering into new franchise agreements that may later alter, favorably
or unfavorably, the amount of revenues available to the new Town. Additionally, voters may choose
to approve new taxes, though any such tax increase is subject to Proposition 218.

GENERAL FUND REVENUES

The Town’s General Fund will pay for most municipal operational services, including general
government, community development, animal control, wildfire protection, parks and recreation, and
law enforcement. In addition, these revenues could be used to fund any revenue neutrality
payments to the County subject to negotiations. The funding sources consist of the following:

o Shares of local taxes (property, sales, in-lieu sales, and property transfer taxes);

e Fees for services (franchises, community development, public works/engineering, and
animal license);

¢ Fines and forfeitures; and
e Interest earnings.

Over the first nine years and the transition year, estimated General Fund revenues range from $5.3
million in fiscal year 2017-18, to $9.4 million in fiscal year 2025-26. The methodologies for
calculating these revenues are described below.
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General Property Tax Levy

Upon incorporation, the Town would receive a portion of the County’s General Fund property tax
share of the general (1 percent) tax levy. Section 56810 of the Government Code provides a
specific formula for determination of the portion of the property tax share allocated to the new Town.
The formula derives the city’s base year property tax revenue transferred to the Town by
determining the total net cost of certain municipal services that will be transferred to the new Town,
from information supplied by the County, based on the base year. As previously discussed, the
base year for Olympic Valley is fiscal year 2013-14.The net costs include both direct costs, and
overhead or indirect costs, funded by the General Fund.

In total, the County’s net cost of services in the base year equals $1,439,385. According to reports
from the individual agencies and departments of the County that provide General Fund services to
Olympic Valley, the net cost of services provided in the base year (2013-14) consist of the following
items:

e Community Development ($59,235): RSG obtained actual base year costs and revenues
from the County Community Developer Resource Agency in a written response dated
February 20, 2015. Revenues were generated from planning, building, and engineering
fees for services.

e Law enforcement ($1,257,612): The Placer County Sheriff reported actual costs based
on five years of data for the proposed incorporation area. The five-year total for service
calls was compared to calls for service within the Tahoe Basin or County as a whole.
The resulting percentage splits were then applied to actual FY 2013-14 Countywide
costs for services.

e Parks & Recreation ($27,889): The County Parks Department provided actual base year
costs and revenues in a written response dated February 20, 2015.

e Animal Control ($7,295): Actual animal control costs and revenues were provided in a
written response dated February 20, 2015 from the County Department of Animal
Services.

e Public Works — Road Maintenance and Snow Removal ($87,353): RSG obtained actual
General Fund base year costs and revenues from the County Public Works Department
in a written response dated February 20, 2015. However, the majority of the costs for
road maintenance and snow removal would be first payable from the new Town’s Road
Fund, not its General Fund.

Pursuant Government Code Section 56810, the total net cost of services transferred to the Town is
then multiplied by a factor known as the Auditor's Ratio. The Auditor's Ratio, determined annually
by the County Auditor-Controller, represents the ratio of general property taxes received during the
base year, to all revenues received by the county for general purposes during that same fiscal year.
Based on the Auditor’s Ratio reported on December 19, 2014 of 51.21 percent, $737,053 of the net
cost of services was funded by property tax revenue.

The base year property tax revenue transferred to the Town of $737,053 is adjusted by the
projected percentage change in estimated assessed valuation between the base year and first year
the Town will receive property tax revenue (the projected increase from fiscal year 2013-14 to fiscal
year 2017-18), which equals 17.76 percent. The adjusted property tax revenue transferred to the
Town is $867,945. This number is then stated as a percentage of the projected property taxes
collected with the new Town boundaries, which is equivalent to 6.46 percent of the total property tax
base in Olympic Valley in fiscal year 2017-18. It is this percentage that is used to determine future
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years' property tax revenues for the Town, based on increases in its assessed values due to
ownership changes, new construction, and the provisions of Proposition 13.

Figure 9 presents the calculation of property taxes to the City General Fund using the base year
numbers for analysis according to government formation law?.

Figure 9 - Property Tax Share Transfer

2013-14 Net Costs for Olympic Valley

Cost Revenue Net Cost
Net Cost of Services Transferred to Town
Community Development 238,512 179,277 59,235
Public Works - Road Maintenance & Snow Removal 299,896 212,543 87,353
Sheriff 1,257,612 - 1,257,612
Facilities - Parks 49,903 22,014 27,889
HHS - Animal Services 7,553 258 7,295
Total $ 1,853,476 $ 414,092 $ 1,439,385
Auditor's Ratio* 51.21%
Base Year Property Tax Revenue Transfer to Town (2013-14) 737,053
Property Tax Revenue Adjustment for AV Growth
Assessed Value 2013-14 1,140,780,468
Assessed Value 2017-18 1,343,371,200
Change in AV from 2013-14 to 2017-18 17.76%
Property Tax Revenue Adjusted for AV Growth 867,945
Property Tax Share Computation
Projected Assessed Value (2017-18) 1,343,371,200
General Tax Levy (1% of Assessed Value) 13,433,712
Property Tax Revenue Adjusted for AV Growth 867,945
Property Tax Share to Town 6.46%

! County Auditor-Controller

Assessed Value Growth Forecast

Property tax revenue is generated based on the Town’s share of the property tax general levy
calculated in Figure 7, and the total assessed value of the Town each fiscal year. Figure 10 shows
the historical assessed value of the SVPSD (coterminous with the boundaries of the Town) over the
past 7 years, through fiscal year 2014-15. The next assessment roll for 2015-16 would be equalized

® Cortese-Knox-Hertzberg Local Government Reorganization Act 2000; Article 2. Property Tax Exchange;
Section 56810 (3)
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in August 2015, so RSG used the 2014-15 assessed values as the baseline for projecting future
growth in the Town.

Figure 10 - Historical Assessed Value

Squaw Valley PSD Assessed Value History, Since 2005-06

Year Secured Unsecured Total
A A A

2005-06 $1,011,077,675 $ 11,393,527 $ 1,022,471,202

2006-07 1,147,885,556 13.5% 11,352,784  -0.4% 1,159,238,340 13.4%
2007-08 1,233,381,634 7.4% 11,432,516 0.7% 1,244,814,150 7.4%
2008-09 1,291,605,815 4.7% 11,557,359 1.1% 1,303,163,174 4.7%
2009-10 1,282,530,521 -0.7% 12,717,873 10.0% 1,295,248,394  -0.6%
2010-11 1,147,961,757 -10.5% 11,845,458  -6.9% 1,159,807,215 -10.5%
2011-12 1,102,775,553 -3.9% 11,720,583 -1.1% 1,114,496,136 -3.9%
2012-13 1,126,461,489 2.1% 12,867,516 9.8% 1,139,329,005 2.2%
2013-14 1,128,008,175 0.1% 12,772,293  -0.7% 1,140,780,468 0.1%
2014-15 1,155,553,436 2.4% 11,858,286 -7.2% 1,167,411,722 2.3%

Note: SVPSD boundaries are coterminous with the proposed Town of Olympic Valley
Source: Placer County Auditor-Controller reports. Values are gross of homeowner exemptions

As shown above, the total assessed value of the Town in 2014-15 is $1,167,411,722, consisting of
$1,155,553,436 in secured assessed value® and $11,858,286 in unsecured value. Total assessed
value projections were estimated by using the total assessed value for the fiscal year 2014-15 plus
the supplemental and lien-date reassessment of projected new development described earlier. The
assessed value forecast was based on the following assumptions:

Existing secured property assessed values are assumed to grow at the maximum 2
percent (Proposition 13) inflation rate, which inflates real property values by up to 2
percent annually based on the change in the California Consumer Price Index. Although
not identical to real property values, RSG generally finds the figures to be fairly close
and employed this information given the available of historical assessed value reports
from the County Auditor-Controller’s office;

As they are not subject to Proposition 13 inflationary adjustments, subject to
depreciation and reassessed annually, personal properties typically do not see as
predictable of an increase from year to year, and often are roughly comparable to
unsecured value totals which are reported by the County Auditor-Controller online. Over
the past 10 years, unsecured values have only moved modestly. Best practices in
revenue forecasts commonly hold existing personal property or unsecured values fixed,
as we have in this forecast.

New development within the Town has been included in addition to the components
described above, as itemized on Figure 5 values for new development were based on
credible construction cost indices to adjust for local area and product types, estimated
sales prices, inflation indices for commercial development, and actual sales value for

? Secured assessed values are gross of homeowners exemptions in order to reflect homeowner property tax
relief apportionments in the forecast.
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residential for-sale products. RSG assumed a portion of the development cost would be
assessed on the supplemental roll during the construction period.

According to the County Auditor Controller, approximately $594,150,291in Proposition 8
value reductions are still active in the greater Tahoe Basin. Proposition 8 reductions
occur when the market value of a property drops below the allowable maximum value
based on purchase price and annual inflationary growth allowed by Proposition 13.
During the Great Recession, county assessors around the state proactively made
Proposition 8 value reductions to account for widespread market price reductions.
However, between fiscal years 2014-15 and 2015-16, approximately 49.90 percent of
the Proposition 8 reductions were restored, and the Assessor’s office has stated they
expect significant value restorations again for fiscal year 2016-17. RSG has assumed a
pro-rata share of value restorations will occur in Olympic Valley, resulting in a larger
jump in assessed value during fiscal year 2016-17 and 2017-18. The value of these
restorations is approximately $33,200 in property tax revenue to the Town. It is worth
noting that during RSG’s investigation into the Proposition 8 reductions, Squaw Valley
Ski Holdings, LLC stated that they were seeking to appeal their Proposition 13 base
assessed values for several parcels purchased in 2011. If successful, these reductions
would have a permanent impact upon property tax revenues generated in Olympic
Valley. Reductions in base values are not subject to restoration, but instead set a lower
threshold of value to which the annual Proposition 13 inflationary rate can be applied.
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Figure 11 - Assessed Value Forecast
12 Month Period Beginning
Value/Unit : Transition :
Item Detail and Assumptions (2015 $) ! 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/12022 7/1/2023 7/1/2024 7/1/12025
Prior Year AV Plus 2.00% : $ 1,251,131,800 : $ 1,305,326,300 $ 1,370,238,600 $ 1,475,556,600 $1,652,623,500 $ 1,801,880,800 $ 1,902,935,400 $ 2,008,053,600 $ 2,086,795200 $ 2,145,507,200
New Construction Value ! !
Outside the VSVSP Project Area 1 1
2.77% Construction Costs Inflation : 0.0831 : 0.1108 0.1385 0.1662 0.1939 0.2216 0.2493 0.2770 0.3047 0.3324
3.11% SFR Market Inflation : 0.0933 : 0.1244 0.1555 0.1866 0.2177 0.2488 0.2799 0.3110 0.3421 0.3732
2.86% Condo Market Inflation : 0.0858 : 0.1144 0.1430 0.1716 0.2002 0.2288 0.2574 0.2860 0.3146 0.3432
' 1
RSC Phase Il (Units) 490,000 : - : - - 43,630,400 73,512,300 59,609,100 58,840,000 28,671,400 - -
Olympic Estates (Units) 1,050,000 o 9,445,000 9,706,200 , , . B B , B
Olympic Valley Museum (Square Feet) 303, - - - 2,566,000 2,626,900 - - - - -
General Commercial (Square Feet) 217 : - : - - 1,263,000 1,293,000 1,322,900 1,352,900 1,400,200 1,430,600 -
Total 1 - 9,445,000 9,706,200 47,459,400 77,432,200 60,932,000 60,192,900 30,071,600 1,430,600 -
' 1
VSVSP Project Area : :
2.77% Construction Costs Inflation | 0.0831 0.1108 0.1385 0.1662 0.1939 0.2216 0.2493 0.2770 0.3047 0.3324
3.11% SFR Market Inflation : 0.0933 : 0.1244 0.1555 0.1866 0.2177 0.2488 0.2799 0.3110 0.3421 0.3732
2.86% Condo Market Inflation , 0.0858 | 0.1144 0.1430 0.1716 0.2002 0.2288 0.2574 0.2860 0.3146 0.3432
1 !
Phase 1 Condo/Hotel (Assumed) [Units] 490,000 : - : - 59,087,400 60,565,900 - - - - - -
Fractional Cabins (Assumed) [Units] 1,050,000 : - : - - 19,311,900 19,818,100 - - - - -
Hotel (Units) 66,690 : - : - - - - - - - 10,876,400 11,107,300
Employee Housing (264 beds) [Units] 420,500 = - - - - - 5,551,700 5,678,000 - -
Retail (Square Feet) 174 : - : - 1,011,600 2,072,400 1,060,800 - - - - -
Restaurant/Food & Beverage (Square Feet) 259 1 -1 - - - - - - - - -
Hotel Common Area (Square Feet) 200 | -1 - - - - - - - 4,336,200 4,428,200
Mountain Adventure Camp (Square Feet) 266 : - : - 5,441,800 11,148,300 11,413,100 - - - - -
Ski Services & Other Amenities (Square Feet 217 : - : - - 4,104,600 4,202,100 - - 2,074,400 - -
Transit Center (Square Feet) 250 | = - 1,138,500 - - - - - - -
Neighborhood Market (Square Feet) 171 ! - - - - - - - - - -
Shipping & Receiving 1531 -1 - - - - 2,810,100 - - - -
Total : - : - 66,679,300 97,203,100 36,494,100 2,810,100 5,551,700 7,752,400 15,212,600 15,535,500
1 !
' i
Total New Construction : - : 9,445,000 76,385,500 144,662,500 113,926,300 63,742,100 65,744,600 37,824,000 16,643,200 15,535,500
' 1
Subtotal : 1,251,131,800 : 1,314,771,300 1,446,624,100 1,620,219,100 1,766,549,800 1,865,622,900 1,968,680,000 2,045,877,600 2,103,438,400 2,161,042,700
Proposition 8 Restored Value ‘ 28,599,900 1 28,599,900 - - - - - - - -
1 !
I 1
Total Assessed Value '$ 1,279,731,700 | $ 1,343,371,200 $ 1,446,624,100 $ 1,620,219,100 $1,766,549,800 $ 1,865,622,900 $ 1,968,680,000 $ 2,045877,600 $ 2,103,438,400 $ 2,161,042,700
Note: RSG used the County's Cumulative { Technical 1m, the HEC Technical Memorandum, and RSG's own expertise to best estimate phasing and timing of projects.

Note: RSG assumed that none of the construction reflected on the Cumulative Assumptions Technical Memorandum would be completed and assessable in the transition year, and assumed that other development would be negligible, per County Planning Dept.

Note: The Proposition 8 Restoration Estimate is spread out evenly over 2016-17 and 2017-18 because the Placer County Assessor's office indicated that subtantial amounts of the outstanding value lost due to Proposition 8 would be restored in the next few years.
Sources: Placer County Assessor's Office; Ci i Technical im; Steve Buelna, Supervising Planner (County Planning); Marshall & Swift Valuation; Village at Squaw Valley Specific Plan; Technical Memorandum — Revenue Impacts of the Village Development
on SVPSD from Hansford Economic Consulting
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Property Taxes

Property taxes are apportioned to the Town based on the creation of tax rates areas for the
proposed Town limits. Under Government Code Section 54902, the final date to file with the State
Board of Equalization for a change of jurisdictional boundary is on or before December 1 of the year
immediately prior to the year in which the assessments or taxes are to be levied. In order for the
Town to collect property tax revenues in fiscal year 2017-18, the incorporation would need to be
effective and the change of jurisdictional boundary would need to be filed no later than December 1,
2016.

For this reason, RSG has assumed the earliest possible date for property revenues to be collected
by the Town would be July 1, 2017, and the County would continue to collect property tax revenues
(used in part to fund transition period costs) during 2016-17. The Town would receive its property
tax revenues throughout the year, but a majority of the revenue would be distributed in December
and April when secured property tax bills are due. Homeowner’'s Property Tax Relief revenues are
apportioned separately by the County Auditor-Controller, yet are included in the Property Tax
revenues described above.

Supplemental revenue is also included in the projections for both new construction and resale
activity affecting the overall roll. Supplemental revenue is the revenue generated from supplemental
tax bills, which are issued when a property sale occurs or construction is completed after the
January 1 lien date. Additionally, there are roll corrections which alter the assessment roll after it
was finalized on August 20, the date by which the roll is required by law to be equalized; these roll
corrections occur for any of a variety of reasons, including corrected exemptions and errors by the
Assessor. The County Auditor-Controller distributes these supplemental revenues along with
property taxes. Over the last few years, approximately 5 percent of the property taxes received by
the SVPSD were attributable to supplemental revenue. RSG used this figure as an estimate for
what Olympic Valley might receive every year in supplemental revenue.

The County Auditor-Controller charges cities and local districts the administrative costs incurred for
the distribution of property tax revenue. The amount of the administration fee is determined by the
Auditor-Controller and subject to annual adjustments. For this CFA, the Auditor-Controller and RSG
estimated that had the Town been incorporated in fiscal year 2014-15, the fee would have been
approximately $2,360. This amount, equal to approximately 0.18 percent of the 2013-14 of property
tax revenue that would be transferred in the base year, would be deducted by the Auditor-Controller
prior to the apportionment of property tax revenues to the Town. The administration fee percentage
rate is assumed to remain static, and the administrative fee itself would increase proportionally with
property tax revenues. Figure 12 on the following page shows the projection of property tax
revenue.
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Figure 12 - Property Tax Revenues

12 Month Period Beginning

Net Property Tax . -

1 e 1
 Transition
Item Detail and Assumptions ' 7/1/2016 ' 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025

1 1

1 1
Property Taxes 6.461%: $ - : 867,900 934,700 1,046,800 1,141,400 1,205,400 1,272,000 1,321,800 1,359,000 1,396,200
Supplemental Revenue! 5.000%: $ -1 43,400 46,700 52,300 57,100 60,300 63,600 66,100 68,000 69,800
Less: County Admin. Eee? 0.18%: - : 1,600 1,700 1,900 2,100 2,200 2,300 2,400 2,500 2,600

1

1

$ 909,700 $ 979,700 $1,097,200 $1,196,400 $1,263,500 $1,333,300 $1,385,500 $1,424,500 $ 1,463,400

* Based on SQPSD actual property tax revenues FY 2009-10 through FY 2013-14
2 per Placer County Final Adopted Budget 2014-15
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Sales Taxes

A city typically receive one percent of taxable sales made within its boundaries. Due to State budget
issues in 2004, a portion of that revenue was reallocated through Proposition 57, which, in part,
mandates the exchange of one-quarter (0.25 percent) of the previous 1.00 percent sales tax
revenues to cities for an equal amount of property tax revenues. These additional property tax
revenues are referred to as “in-lieu sales taxes” or “triple-flip revenues”, and took effect on July 1,
2004; they continue until the state deficit bailout bonds are paid off, currently anticipated to be in
2016, after which time it is presumed that in-lieu sales taxes would revert back to cities as sales tax
revenue. As the bonds are anticipated to be paid off prior to incorporation (or at roughly the same
time), this CFA projects sales tax revenues at the full 1 percent rate.

The estimated sales tax revenues are based on data supplied by the State Board of Equalization
(“SBE”) on January 21, 2015 for the 12-month period ending June 30, 2014. The SBE sales tax
report dated January 21, 2015 indicates that Olympic Valley generated $428,000 in one percent
sales tax during the year ending June 30, 2014. Tom Trach of the SBE provided RSG the following
breakdown of this amount:

1. Actual one percent sales taxes billed: $418,570

2. Estimated one percent sales taxes billed on missing or late filings: $0

3. Estimated additional one percent sales taxes of businesses opened just portion
of year: $9,430

According to Section 56800, additional revenues the County did not actually receive during the
base year should not be included, so the amount of base year taxable sales was reduced by
$9,430, to $418,570. The additional $9,430 of estimated sales tax revenue was realized after the
base year, and was accounted for in the projections of sales tax revenue in the future.

The base year revenue estimates and projections have been supplemented by RSG to include
indirect sales tax disbursements made by the State Board of Equalization from businesses that
report receipts on a countywide or statewide basis. According to prior correspondence with the
SBE, their report did not include taxable sales from such businesses outside Olympic Valley.
Officials at the SBE also confirmed that they make adjustments to the locally-generated sales tax
revenues based on the pro rata share of locally-generated taxes within the County (for countywide
indirect apportionments) and within the State (for other statewide indirect apportionments).

Additional sales tax revenues will be generated by anticipated commercial development forecast by
this CFA. RSG assumed a value of $350 sales per square foot. Olympic Valley will be able to start
receiving sales tax in the first quarter following adoption of a Bradley Burns ordinance, which will
likely occur within the first few months of the transition year. As such, Olympic Valley would start
collecting sales tax in the second quarter of FY 2016-17, only collecting three-quarters of the sales
tax revenue generated in FY 2016-17. The County will collect the sales taxes from the first quarter
of FY 2016-17 and that revenue is factored into Olympic Valley’'s Transition Loan payment to the
County. In addition, the State Board of Equalization tends to remit the payments to cities about 2-3
months behind the end of a quarter. Therefore, in each fiscal year, Olympic Valley is technically
collecting revenues generated in the fourth quarter of the prior fiscal year, and the first three
guarters of the current fiscal year. Combined with the time it takes the Council to adopt a Bradley
Burns ordinance, this results in Olympic Valley only collecting one-half of the FY 2016-17 sales tax
revenue in the transition year, as the fourth quarter FY 2016-17 revenues will actually be received
in FY 2017-18. Figure 13 presents the adjusted taxable sales for Olympic Valley, inclusive of both
the direct and indirect apportionments by the State Board.
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Figure 13 - Agjustment to Taxable Sales Revenue Estimate
12 Month Period Beginning
Sales : Transition :
Item Detail and Assumptions Per SF! 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
1 1
1 1
Prior Year Taxable Sales Plus 2.1% : 47,122,200 : 48,126,400 49,152,000 60,735,300 72,789,900 74,341,100 80,156,700 81,864,800 88,078,200 89,955,100
1 1
New Taxable Sales Added by Year : |
2.1% Inflationary Increase : i
New Commercial 350 : - : - 10,316,000 10,535,800 - 4,143,100 - 4,375,600 - -
1 1
1 1
Total Taxable Sales 1 47,122,200 1 48,126,400 59,468,000 71,271,100 72,789,900 78,484,200 80,156,700 86,240,400 88,078,200 89,955,100
1 T
1
1
1

Total Sales Taxes

Note: DOF estimates that the Economic Recovery Bonds that require the California State "Triple-Flip" sales tax split will be be retired by the time of incorporation.

Note: This forecast is performed on a cash basis. Total Sales Taxes are adjusted by half in the transition year because one quarter of revenues would be lost while the new Town elects to receive the tax, and an additional quarter is
collected the following fiscal year as payments to cities are typically received 2-3 months behind the end of each quarter. In subsequent years, one quarter of the revenue is associated with the prior fiscal year's sales generation, and
three quarters with the current fiscal year.
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Property Transfer Taxes

As a general law city, the Town would receive property transfer tax revenue of $0.55 for every
$1,000 of property value transferred after the date of incorporation. The amount of property transfer
tax received will depend upon the level of resale activity, and new development in the Town limits.

Based on historic resale activity in Olympic Valley between 2010 and 2014'°, RSG has assumed a
5.96 percent turnover rate of the existing housing stock. In addition to such resale activity, RSG has
included transfer taxes from new home sales projected in the development forecast. New single
family residential properties sold in the Village at Squaw Valley Specific Plan area are likely to sell
at a higher price than the current or projected median values. However, RSG contacted the
developer to inquire about potential prices for these properties, and the developer declined to
provide that information. Therefore, RSG conservatively assumed that they would be valued at the
median value for the purpose of this analysis.

See Figure 14 for a projection of property transfer taxes.

19 According to actual resale volume data retrieved from County Assessor’s Roll.
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Figure 14 - Property Transfer Taxes
12 Month Period Beginning
Item Detail and Assumptions 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
Base Year Sales Volume (in 000's)
2014-15 Transfer Tax (Co. Share)
($1.10/$1,000 transferred) *
Projected Turnover
Residential Resale Volume (in 000's) 72,700 80,700 89,100 91,300 100,200 102,800 105,300 108,000
New Housing Adjustment Factor
Projected Existing Housing Stock 2,076 2,190 2,288 2,388 2,479 2,479 2,479 2,479
Turnover Rate 120 130 140 140 150 150 150 150
Median Resale Price H 605,500 620,600 636,100 652,000 668,300 685,000 702,100 719,700
Appreciation Rate (2014) :
Appreciation Rate (2015) !
Appreciation Rate (Later Yrs) 1
1
1
New Home Sales Volume (in 000's) ' 68,800 123,500 93,300 59,600 58,800 28,700 - -
(See Assessed Value Projections) :
1
Total Sales Volume Turnover (in 000's) i 141,500 204,200 182,400 150,900 159,000 131,500 105,300 108,000
1
1
1
:
1
Property Transfer Taxes (Projected) 34900'$ 40900 $ 77,800 $ 112,300 $ 100,300 $ 83,000 $ 87,500 72,300 57,900 $ 59,400

Note: RSG assumed that employee housing would not be sold and, therefore, elected not to include it in these projections.

Note: Condo/hotel units are included in this analysis, as they can still be sold.

Note: New Housing Adjustment Factor is applied to new housing developments in their first year, as they are assumed to not be sold at the full potential turnover rate in their first year due to newness.

! National Conference of State Legislature's - Local Option Transfer Tax for Cities
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Transient Occupancy Taxes

The County collects a transient occupancy tax (“TOT") at a rate of 10 percent on short-term rentals
in Olympic Valley. The 10 percent tax includes a countywide base rate of 8 percent, and an
additional voter-approved 2 percent tax specific to the North Lake Tahoe Transient Occupancy Tax
Area.

Currently, revenue generated within Olympic Valley from the additional 2 percent TOT rate, along
with approximately one-half the remaining 8 percent, is utilized by the County to provide regional
marketing, transportation, and infrastructure improvement services. A portion of this revenue is
transferred to the North Lake Tahoe Resort Association (NLTRA) per an agreement between the
NLTRA and the County. Of the 10 percent TOT levy rate, approximately 6 percent is dedicated to
regional services provided by the County or the NLTRA and the County’s General Fund receives
the other 4 percent. The following table details the regional TOT allocation for the entire North Lake
Tahoe Area in 2013-14.

Figure 15 - Regional TOT Allocation

NLTRA Services FY 2013-14 Costs* County Services FY 2013-14 Costs*
Personnel/Overhead Cap $ 1,597,805 TOT Administration $ 95,561
Research and Planning 82,000 NTBA+TCDA Contributions 130,000
Memberships 5,000 Auburn Welcome Center 40,000
Direct Marketing/Programs 1,294,555 Film Office 56,600
Community Marketing Fund 50,000 Sheriff Patrol- Peak Season 58,790
Special Events Marketing Fund 50,000 Animal Control- Beach Patrol 45,000
Traffic Management 48,000 Peak Transit Services Operated by TART 419,100
Transit Programs- Non-County 494,000 Base Transit Services Operated by TART 450,000
Maintenance Reserve: Tourism Serving Facilities 150,000 Resort Arterial Snow Removal 100,000
Capital Improvements 2,073,452 NTPUD- Beach Maintenance 82,714

Total $ 5,844,812 TCPUD- Beach Maintenance 94,482

% of Regional Services Allocation 78% Fac Svcs- Contract Mgmt- Parks/Trails 30,510

Total $ 1,602,757

% of Regional Services Allocation 22%
Total TOT Collected in North Lake Tahoe Resort Area $ 11,578,056
Total Utilized for Regional Services $ 7,447,569
% of Total to Regional Services 64%
% of Total to NLTRA 50%
% of Total to County 14%

1 FY 2013-14 costs includes the FY 2013-14 amendment which makes adjustments to allocations based on actual TOT collections
Source: Placer County

In 1996, voters in the North Lake Tahoe Area, which includes the unincorporated areas of Squaw
Valley, Alpine Meadows, Tahoma Meadows, Homewood, Sunnyside, Tahoe City, Dollar Point,
Carnelian Bay, Tahoe Vista, Kings Beach, and Northstar approved the 2 percent TOT levy
increase. It was renewed in 2002 and then again in June 2012 by the passage of Measure F.
Unless extended by the voters again, the additional 2 percent levy would sunset in 2022.

Pursuant to Government Code Section 56886, LAFCO has the statutory authority, but not the
obligation, to transfer the voter-approved 2 percent TOT levy increase to the new Town. In addition,
according to State Attorney General Opinion No. 99-602 filed on October 6, 1999, if LAFCO desires
to transfer a previously established and collected tax to a new agency, the voter and landowner
approval requirements of the Constitution relating to taxes, assessments, fees, and charges do not
apply. Thus, as a condition of approval of incorporation or other change in organization, LAFCO has
the authority to transfer the tax without voter approval.
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As stated in Measure F, the 2 percent rate increase is a general tax with the funds dedicated to
infrastructure projects to reduce traffic congestion/tourist impacts, support transportation services,
build/maintain local bike trails, parks, indoor recreation opportunities, sidewalks, beaches, and other
public services. Furthermore, in a letter dated March 17, 2015, Incorporate Olympic Valley stated
the following in regards to the Measure F revenue:

These monies will be collected by the Town and utilized pursuant to the terms and
provisions of the Measure. As part of our plan of service we propose now and will
recommend to the future Town Council that Measure F revenue be used for North
Lake Tahoe region infrastructure projects, including improvements to reduce traffic
congestion/tourist impacts, support transportation services, build/maintain local bike
trails, parks, indoor recreation opportunities, sidewalks, beaches, and other public
services.

Although the Measure F tax was approved as a general tax, the terms of the ballot measure
dedicate the funds to specific projects and uses, rather than for any general use. Although such
restrictions might appear inconsistent with the criteria for a general tax, it is unlikely LAFCO would
be willing to approve the transfer of funds without the condition that they be used for the explicit
purposes specified in Measure F. Therefore, RSG has assumed that any Measure F revenue
transferred to the Town would be restricted to fulfilling the capital projects specified in the ballot
language and not available for General Fund purposes. More specifically, this portion of the TOT
collected by the new Town would be transferred to NLTRA or expended directly by the Town for
capital projects.

The remaining 8 percent base portion of the TOT levy would be collected by the Town as well.
Presently, the County has been dedicating a portion of the 8 percent to fund regional services
provided by the County itself or through an agreement with the NLTRA, which expires on June 30,
2016. The new Town Council could establish a new successor agreement, or decide to let the
contract expire. The new Town Council could also decide to discontinue funding for any regional
servicesand retain all 8 percent of the TOT levy for its own purposes. This could be clarified
between the proponents and County during revenue neutrality negotiations.

In their March 17, 2015 letter, the proponents indicated they planned to support the North Lake
Tahoe region to the extent it is funded now by Olympic Valley TOT revenue, which presumably
could result in an ongoing shift of at least the same dollar amount to the NLTRA and County for
regional services. However, without LAFCO conditions stipulating how the 8 percent share would
be divided following incorporation, RSG has developed two scenarios to illustrate the impacts
resulting from different allocations of the revenue:

e Scenario 1: Town Ends Regional Support. Under this scenario, RSG has assumed the
Town would retain all of the 8 percent of the TOT rate for its own General Fund
purposes and not share any funds with the County or NLTRA for regional services.

e Scenario 2: Town Continues to Share Half of the 8 Percent TOT with NLTRA and the
County. Under this scenario, RSG has assumed that the Town would share 4 percent of
the TOT levy with NLTRA and the County to provide regional services and local
purposes™ consistent with the current allocation.

Undoubtedly, there are many other alternatives and possible permutations on how any sharing of
the TOT revenues could be handled. For this CFA, the Executive Officer has directed RSG to
present these two scenarios for comparison purposes throughout this report.

" Including snow removal on public trails in Olympic Valley
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In summation, this report assumes that if incorporation were successful, the Town will collect the
entire 8 percent base TOT levy plus the additional 2 percent Measure F increase for a total of 10
percent. RSG has assumed that revenue generated from the 2 percent rate increase would go to
Measure F capital projects to support the North Lake Tahoe region and would not be available for
General Fund purposes. RSG has also considered two alternatives for how the remaining 8 percent
of the TOT levy collected by the Town may be used: either retaining all 8 percent for General Fund
purposes or sharing half of the 8 percent share with the NLTRA and County consistent with current
practices. Figure 16 presents the calculation of TOT revenue from the transition year until fiscal
year 2025-26 assuming the Town receives the full 10 percent levy.
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Figure 16 - TOT Revenue

12 Month Period Beginning

Subtotal - Existing TOT 34,806,900 , 35,548,600 42,585,300 46,572,700 47,885,900 48,906,300 49,948,500 51,012,900 60,543,200 64,707,700

. Transition ,
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
Days Per Season 183 | :
Hotel Rooms™? : 915 : 915 1,126 1,157 1,157 1,157 1,157 1,157 1,407 1,407
New Hotel Adjustment Factor 0.751 1
2.13% Inflationary Increase : |
Average Occupancy - November-April* H 79%, 79% 79% 79% 79% 79% 79% 79% 79% 79%
Average Occupancy - May-October* H 25%, 25% 25% 25% 25% 25% 25% 25% 25% 25%
Average Room Rate - November-ApriI2 : 211 : 215 220 225 230 234 239 245 250 255
Average Room Rate - May-October® ' 167 171 174 178 182 186 190 194 198 202
|
1
1

1
1

TOT Rate (Charged) 10%, 3,480,700 | 3,554,900 4,258,500 4,657,300 4,788,600 4,890,600 4,994,900 5,101,300 6,054,300 6,470,800
1

Note: This analysis does not include personal vacation rentals, as TOT enforcement on accommodations of that nature is difficult.

Note: Room rates for future hotel developments are still unknown at this time, so RSG has assumed that they will be consistent with the averages of existing hotels.

Note: Per conversations with County Auditor-Controller and Revenue Collections, RSG assumed that TOT would be collected on fractional cabins and condo/hotel units.
Note: New Hotel Adjustment Factor is applied to new hotel rooms in their first year, as they are assumed to not operate at full potential in the first year due to newness.

* Historical TOT data combined with RSG research based upon information gathered directly from local hotels, expedia.com, hotels.com, kayak.com, and the hotels' websites.
2 Cumulative Assumptions Technical Memorandum
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Off-Highway Vehicle License Subventions

The State Controller's Office biannually apportions off-highway vehicle license fees to all cities and
counties. Fifty percent of the total license fee revenues collected statewide is apportioned to cities
on a per-capita basis. Off-highway vehicle license fee revenues were estimated based on actual
July 2014 and January 2015 apportionments from the State Controller.

Franchise Fees

Upon incorporation, the City will receive franchise fees from Suddenlink (cable television and
broadband telecommunications), Liberty Utilities (electricity), and Southwest Gas (gas). Pursuant to
the provisions of the County’'s franchise agreements, revenues collected from these service
providers would be paid to the Town upon incorporation. Waste collection and disposal are handled
by the Tahoe Truckee Sanitation District, which, as a taxing entity, is not required to pay franchise
fees.

RSG estimated franchise fees based upon data from the County that calculated the fees associated
with Olympic Valley. According to the 2013-14 actuals, the County reports the following amounts of
franchise fees were generated from Olympic Valley:

e Suddenlink (Cable and Broadband Franchise): $9,000;
e Liberty Utilities (Electricity Franchise): $11,600, and

e Southwest Gas (Natural Gas): No amount was provided at the time of this report,
pending research done by the County, but RSG believes this value would be immaterial
to our conclusions.

RSG assumed that these fees would stay constant for the basis of its projections. While
development may generate additional users, efficiency measures associated with power usage as
well as decreasing costs of broadband and cable services may mitigate any growth in franchise fee
revenues. Following incorporation, the Town may elect to negotiate new franchise agreements with
various service providers once their terms expire.

Community Development Fees

Community Development fees include planning, building, and engineering fees for development
and other permits. The County Community Development Resource Agency (“CDRA”") collects fees
for community development services provided to Olympic Valley. In fiscal year 2013-14, the County
received $179,277 in fees from planning, building, and engineering services, which is equivalent to
75.16 percent of the costs to provide the same services. Initially, the County’s existing fee structure
would presumably be adopted by the Town. Thereafter, the Town could conduct its own fee study in
an effort to increase fees to recover a higher percentage of costs. RSG cannot predict whether
there might be the political or fiscal support for such a fee increase in Olympic Valley.
Consequently, RSG has assumed that the County’s existing fee structure would remain in place for
the City for the foreseeable future.

Park User Fees
The County currently charges for the use of facilities in Squaw Valley Park. In fiscal year 2013-14,

the County received $14,118 in park fees.
Business License Fees

The County Tax Collector does not levy any business license fee; therefore, no revenues have
been included.
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Animal License Fees

Placer County Animal Services currently provides animal control services to Olympic Valley and
levies a nominal license fee on dogs and cats, although licensing for cats is voluntary and not
required, unlike licensing for dogs. In fiscal year 2013-14, the County collected $258 in animal
license fees.

Fines and Forfeitures

Fines and forfeiture revenues were established based on actual values reported by Placer County
for the fiscal year 2013-14. RSG used these values to establish a per capita equivalent revenue
rate, which factors in the full-time resident population, the overnight tourist population, and a pro-
rated employee and daytime tourist population (equivalent to one-third of a full time occupant). This
per capita equivalent revenue rate is estimated at $5.18. Inflation and population growth was
accounted for in accordance with the development forecast, resulting in projected revenue of
$34,800 in fiscal year 2017-18.

Motor Vehicle License Fees

Newer cities have not received a material amount of motor vehicle license fee revenues as a result
of the VLF for property tax swap that altered the apportionment methodology in July 2004 and a
2006 legislative fix for new cities was reversed in 2011. Four cities incorporated between 2006 and
2011 suffered significant losses in their General Fund and one (Jurupa Valley) is exploring
disincorporation as a direct result. Although there have been failed efforts to restore these fees for
the four newer cities, no proposals have been advanced to restore this for future incorporations. As
a result, RSG has not made any allowance for motor vehicle license fees in our forecast.

All of the miscellaneous revenues discussed above, as well as Highway Users Tax revenues, are
presented in Figure 17.
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Figure 17 - Miscellaneous Revenues

12 Month Period Beginning

\ Transition ,
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 711/2022 7/1/2023  7/1/2024  7/1/2025
Off-Highway Vehicle License Subvention ' 80 80 80 80 80 90 90 90 90 90
SCO Per Capita (2013-14) 0.08 ! !
Growth Rate 0%: :
1 1
Franchise Fees ' - 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600
Base Year Actual (14-15)" 20,600 ! !
Growth Rate O%: '
1 1
Park User Fees : - : 15,700 16,100 17,000 17,900 18,900 19,800 20,300 20,900 21,400
Base Year Actual (13-14) 14,118 | :
Per Capita 14.97 | '
Growth Rate 2.1%: :
1 I
Animal Control Licenses : - : 290 290 310 330 340 360 370 380 390
Base Year Actual (13-14) 258 : :
Per Capita 0.27 , '
Growth Rate 2.1%, .
1 1
Fines & Forefeitures : - : 34,800 42,500 45,100 46,300 47,500 48,700 49,800 60,100 61,500
Base Year Estimate (13-14) 31,883 | |
Per Capita Equivalent 5.18 , '
Growth Rate 2.1%, '
1 I
2013-14 Gas Tax (to Road Fund) : :
Gas Tax (Sec. 2105) Per Capita 4.00 : 3,800 : 3,800 3,900 4,000 4,100 4,300 4,400 4,400 4,400 4,400
Gas Tax (Sec. 2106) Per Capita 2.14 : 2,000 : 2,100 2,100 2,100 2,200 2,300 2,300 2,400 2,400 2,400
Gas Tax (Sec. 2107) Per Capita 5.47 5,200 | 5,300 5,300 5,500 5,600 5,800 5,980 6,000 6,000 6,100
Gas Tax (Sec. 2107 - Snow Removal)* ! - ! 64,750 66,100 67,500 68,950 70,450 71,950 73,450 75,000 76,600
Growth Rate 0%: !
1 1
Gas Tax (Sec. 2107.5) Fixed Pmt : 1,000 : 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Projected Population 954 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112
Projected Employee Population 579 586 716 976 1,002 1,002 1,015 1,015 1,144 1,144
Projected Overnight Tourist Population 3,046 3,046 3,749 3,852 3,852 3,852 3,852 3,852 4,684 4,684
Projected "Daytrip" Tourist Population 5,920 5,920 7,285 7,485 7,485 7,485 7,485 7,485 9,103 9,103

* Per HUT Sec. 2107, Olympic Valley will be reimbursed for 50% of its snow removal expenditures each year, as long as they exceed $5,000

Note: The allocations provided to cities by the Motor Vehicle License Fee were eliminated July 1, 2011 by SB 89.

Note: For the purposes of the per capita adjustment, daytrippers and employees are considered to be one-third of a person, as they are likely to be in Olympic Valley for substantially less time throughout any given day than a
resident or overnight tourist would be.

Sources: County of Placer 2014-15 Budget, California State Controller's Office - Semi-Annual Off-Highway Remmittance Advice 2013-14, California City Finance Highway Users Tax 2015-16 Estimates (HUT Update 2/5/15), and
Andy Heath (Deputy County Executive Officer)
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Interest Earnings

Interest earnings were estimated based upon the beginning fund balance of each fiscal year plus
any reserve fund balance, assuming a 1.88 percent annual yield rate, based on the annualized
earnings in the Local Agency Investment Fund (LAIF) between 2004 and 2014. These revenues are
depicted in the Fund Summary in Appendix 2.

ROAD FUND REVENUES

Gas Tax

Like most cities, the primary recurring source of Road Fund revenue is gas tax apportionments from
the State. Generally, Road Fund revenues are restricted by law to road-related expenditures,
including routine maintenance, road repair and (where applicable) snow removal. Under existing
State law, a surplus in the Road Fund cannot be used for the provision of any general municipal
services or expended for maintenance of private roads. It is also common (as is the case in our
projected budget for the Town) that Road Fund revenues are insufficient to cover ongoing
maintenance costs for roadways.

The Town will receive a share of the revenues generated from the state taxes on gasoline under
Sections 2105, 2106, 2107 and 2107.5 of the California Streets and Highways Code. In fiscal year
2016-17, RSG estimates that the City could receive approximately $11,000 in such subventions for
Olympic Valley. These numbers account for the Board of Equalization’s decision to reduce the gas
tax by $0.06/gallon, effective July 1, 2015, by drawing on revised projections from California City
Finance.

It should also be noted that in addition to the revenue from subventions listed above, an additional
clause of Section 2107 of the California Streets and Highways Code mandates that the Town be
reimbursed for 50 percent of snow removal expenditures once costs exceed $5,000. RSG
estimated this by taking the County’s data on historical costs of snow removal and applying inflation
to project annual snow removal cost estimates. Half of these costs were then assumed to be
reimbursed by the State.

PROJECTED EXPENDITURES
The City’s General Fund is responsible for the following operational functions:

o General Government (City Council, City Manager, City Clerk, City Attorney, Finance, and
Non-Departmental Costs),

e Community Development (Planning, Building Inspection, Engineering, and Code

Enforcement),

Animal Control,

Parks and Recreation,

Law Enforcement, and

Wildfire Protection

General Fund expenditures listed below do not include transition year loan repayments or revenue
neutrality payments to the County. Exclusive of these amounts, estimated General Fund
expenditures range from $4.2 million in 2017-18 to $6 million in 2025-26.

In the analysis, General Fund expenditures have been categorized by function within the Town'’s
organizational structure and summarized in the following pages.
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GENERAL GOVERNMENT

General government services account for the general administration and governance of the Town.
In general, all salaries proposed were determined based on salary schedule reviews of cities in the
region that compete for the same talent, with consideration given to the size of those cities. Benefits
for employees were also based on the salary survey and benefit rates offered by the County.
Salaries and benefits were increased on an annual basis of 2.1 percent, in line with recent cost of
living adjustments. The specific activities and cost assumptions are delineated below:

Town Council — Stipends for each of the five Town Council members (including mayor) of
$2,500 annually are included based on analysis of comparable cites. Council stipends are
assumed to remain constant in the forecast. Additional costs for Town Council members
include travel, equipment, and a services and supplies budget of $10,920 in 2016-17,
assumed to increase at a 2.1 percent inflation rate annually.

Town Manager — A full-time Town Manager would be hired to work with the Town Council
and direct all municipal activities. The Town Manager would supervise all day-to-day
operations of Town departments and staff, directly and through department heads, and
would oversee personnel decisions. The Town Manager, in conjunction with the Mayor,
would also be responsible for public relations, such as working with citizens, businesses,
and other stakeholders. Additional costs include memberships, travel, training, and
attendance at the California League of Cities annual conference, as well as hardware,
software, notices, and an interim manager contract during the transition year and several
months prior to incorporation.

Administrative Staff —In total, two positions would be dedicated to administrative support for
the Town Council and staff. One position would function as a Town Clerk who would serve
as the official keeper of the municipal records.'? The Clerk would be responsible for
preparing, packaging, and distributing agendas, keeping minutes for legislative and
committee meetings, maintaining all Town documents including resolutions and municipal
codes, and responding to public record requests. The Town Clerk would also administer
local elections. The second position would provide general administrative support, including
human resources, contract management, and risk management functions.

Finance Staff — a Finance Director would be responsible for treasury, accounting, reporting
and several contract management duties. The Finance Director would also oversee
preparation of the Annual City Budget.

Community Development Staff — Two positions would be dedicated to the Community
Development Department. One would be the Community Development Director who would
be responsible for managing the planning, building, and engineering activities of the Town,
including procurement, direction and managing contracts of consultants and contract staff
for these functions. RSG has assumed the County would be contractor of choice for the
Town for many of these services based on the expressed interest of the County and the fact
this is not uncommon elsewhere in the state. A single, full-time Associate Planner would
assist the Town with planning, annual reporting, and other day-to-day planning needs of the
City.

12 Most small cities in California maintain a separate city clerk position. A rare few employ the city manager to
serve both official positions with a deputy city clerk to provide day-to-day support.
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o Public Works Staff - a Public Works Director would be responsible for overseeing all road
maintenance and snow removal contracts. In addition, a small part of their time would be
spent overseeing any park maintenance contracts.

o Each department would also incur costs related to general supplies and services, travel and
memberships, biannual municipal elections, and capital outlay for equipment and software.
During the transition period, the new Town will need to undertake recruitment for full-time
staff and obtain administrative support for the transition of services to the City. Typically,
new cities retain consultants to provide these services during the transition period. RSG
estimated this cost based on experience with similar assignments.

o City Attorney — It is assumed that the Town would retain legal services on a contract with a
qualified attorney. Annual legal counsel costs initially would be higher as the City
establishes policies and ordinances. Costs were estimated based on consideration of
nearby cities and inflated at a 2.1 percent annual rate.

e Finance — The Finance Department would be responsible for treasurer and accounting
services. The Finance Department would retain a payroll service and an auditor to assist
with the Town’s annual financial statements and annual report, and would also incur
incidental supplies, services and capital outlay costs. RSG estimated these incidental
Finance Department costs based on the SVPSD budget.

¢ Non-Departmental — Non-departmental expenses include lease and operation of office and
meeting space for City Hall (assumed to be $1.37 per square foot based on a survey of
available appropriate office spaces) for a 2,500 square feet of office space. An additional 35
percent expense ratio was added to the lease payments for office expenses. City Hall lease
and operations were assumed to increase at a 3 percent rate annually. Other non-
departmental costs include insurance, which was estimated to be 2.5 percent of General
Fund Revenue based on comparably-sized cities, and increased by 2.1 percent annually.

COMMUNITY DEVELOPMENT

The County CDRA currently provides planning, building inspection, engineering and code
enforcement services to the incorporation area. This includes implementation of the General Plan
and Zoning Code, ensuring compliance with environmental laws, field and construction inspections,
assigning property addresses, permit issuance, construction drawing review, and review and
approval of Grading permits, Improvement Plans, Parcel Maps, and boundary line adjustments.
Upon incorporation, the Town’s Community Development Department would oversee planning,
building inspection, engineering and code enforcement. Two full-time positions are recommended
for this Department; with additional support for these services would be contracted with the
appropriate County agency, private firm, or another public entity. Costs for these services were
determined based on salaries and benefits for proposed staff, and the existing level of service
provided by the County and associated costs. The Town's full-time Community Development
Director would be responsible for ensuring the services are carried out competently. Costs were
based on salary surveys and County data, and inflated by 2.1 percent annually.

The Town would initially adopt the County’s General Plan and Environmental Impact Report (“EIR”)
for the area, but would need to adopt its own General Plan, Housing Element, and associated
environmental documentation within 30 months of incorporation. This will ensure local land use
control. Following the adoption of their General Plan, the City will need to construct and adopt a
zoning code as well. Based on estimates provided by LAFCO’s consultant, the cost of the General
Plan and the corresponding EIR is estimated to be $500,000, and the cost of the Zoning Code is

40



OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS
DRAFT

estimated to be $100,000. The General Plan and Zoning Code must be completed concurrently to
achieve such cost savings. It is important to note that RSG received several quotes from
consultants that estimated these total costs could be over $1 million. There are clearly a wide range
of options available, and the new Town Management and Council will have to decide the best
course of action.

The Town can file for a two year extension on top of the originally-allowed 30 months, as detailed
under Section 65631 of the California Government Code. It is RSG’s experience that this is not
uncommon. For the purposes of this report, the costs associated with the General Plan and Zoning
Code were spread out over the first three years of incorporation.

ANIMAL CONTROL

Placer County Animal Services currently provides animal control services to Olympic Valley.
Contracting with the County to provide these services would be the most cost-effective strategy. In
fiscal year 2014-15, a contract with the County for these services would cost $14,900. As compared
to the current cost, this contract estimate is materially greater, but is based on the County’s best
estimate of a contract to provide this service. RSG adjusted County Animal Control contract
services for inflation at a rate of 2.1 percent with additional consideration for population increases.

PARKS AND RECREATION

The County currently maintains recreational facilities within the Squaw Valley Community Plan
Area, which is within the proposed Town boundary. Facilities in the Community Plan Area include
3.5 miles of a bike trail and the Squaw Valley Park, which consists of picnic areas, a pickleball
court, a playground, and a soccer field. According to the County, the new Town would be
responsible for maintaining these facilities.

Currently, the County contracts with the TCPUD and the SVPSD to maintain the park and bike trail.
The County renewed its contract with TCPUD to provide landscape and irrigation system services
in July 2014 for $29,476. If Olympic Valley takes over that contract, TCPUD does not anticipate a
significant increase in costs. However, capital replacement funding may need to be worked into the
new Town’s contract with TCPUD, as this is not included in the contract with the County currently.
As such, this analysis includes a 10 percent capital replacement funding reserve.

The SVPSD provides snow removal services for the bike trail on behalf of the County. This service
is paid for by NLTRA out of its TOT sharing revenue. Should the new Town decide to discontinue
funding for regional services provided by the County and the NLTRA, snow removal services on the
bike trail may be discontinued.

Some of the costs to maintain the park and bike trail will be offset with fees charged to utilize the
park. The County collected $14,118 in park user fees in fiscal year 2013-14.

Revenue collected by a County Service Area (“CSA”) goes to fund Parks & Recreation services
within Olympic Valley. This CFA assumes the CSA would not be dissolved as a result of
incorporation. It is assumed the CSA would continue to function as is, providing all services they
currently provide, and retaining all revenues that they currently receive. As such, there is no impact
on the CSA and no discussion within the CFA concerning revenues or costs associated with the
CSA functions.

FIRE PROTECTION

Currently both the California Department of Forestry and Fire Protection (CalFire) and the SVPSD
provide fire protection to Olympic Valley. In general, CalFire responds to wildfires, while the SVPSD
provides structural fire protection and fire prevention services. Under incorporation, these services
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would continue unchanged (dissolution of the SVPSD is discussed in Alternative 2). CalFire
typically provides services to unincorporated county areas known as State Responsibility Area
(“SRA"). To mitigate the State’s cost for such services, CalFire levies a fee on property owners
within the SRA to fund wildfire protection services. Under Section 4212 of the California Public
Resources Code, the SRA mitigation fee charged to unincorporated property owners adjusts
annually to account for inflation. As of July 1, 2014, the fee is $152.33 per habitable structure.
Owners of habitable structures who are also within the boundaries of a local fire protection agency
receive a reduction of $35 per habitable structure.

Should the Olympic Valley incorporation succeed, Olympic Valley would be reclassified from SRA
to a Local Responsibility Area (“LRA”); CalFire does not levy a mitigation fee on property owners
within incorporated areas. Instead, the new Town would be responsible for a per-acre service fee if
it opted to enter into a contract with CalFire to continue to provide wildfire protection to the LRA.
However, if the Town opted not to contract with CalFire, the Town itself would be responsible for fire
services in LRA territory, including any costs incurred by CalFire for responding to a fire within the
LRA area. This option is believed to be significantly infeasible given the amount of wild land areas
around the Town and the extraordinary costs for such emergency services.

In consultation with CalFire and local fire officials, RSG has assumed that the Town would enter
into a contract with CalFire, similar to nearby Truckee. The Town’'s assumed cost for CalFire
services was based on the charges incurred by Truckee who pays CalFire a per-acre service fee
levied on all undeveloped, rural acreage within a jurisdiction. Based on information from the
SVPSD’s fire department, this area in Olympic Valley would be about 5,662 acres. Using the per
acre fee of $23.01, plus a 11.97 percent administrative fee charged in Truckee, the CalFire contract
would cost $152,160 during the transition year, with an inflation rate of 2.1 percent thereafter. This
inflation rate mirrors the SRA fee inflation rate prescribed in Section 4212 of the California Public
Resources Code.

LAW ENFORCEMENT

Presently, the County Sheriff provides most law enforcement services to the community, with the
exception of traffic calls on local streets and along roughly six miles of State Highway 89, which are
currently provided by the California Highway Patrol (“CHP”) and paid by the State General Fund.
Incorporation would result in the transfer of responsibility for all law enforcement services, including
traffic enforcement on local streets, except those provided by the CHP along State Highway 89.
Cities of this size typically establish a contract with the County Sheriff due to the economies of scale
and limited capital costs as compared to creating a separate police department. There are several
examples of this throughout Placer County and the state.

Working with the Sheriff's Department, RSG developed estimates of current (fiscal year 2014-15)
service costs, and potential contract costs for law enforcement services. It is important to note that
potential contract costs are based on a proposed service model. The new Town Council would have
the option to adjust the proposed service model and negotiate a different contract with the Sheriff's
Department.

For the purposes of this report, RSG worked with the Sheriff's Department to devise a reasonable
service model that sufficiently meets the current law enforcement demands of the Olympic Valley
area. Currently, Olympic Valley is part of the regional Tahoe Basin Sheriff's patrol area and, like all
communities within the Tahoe Basin, Olympic Valley does not have its own dedicated officers.
However, the Sheriff's department is still responsible for responding to all law enforcement calls
within Olympic Valley. In the past five years, the Sheriff's Department responded to 8,072 deputy
service calls, 8,112 dispatch calls, and 14 coroner cases in Olympic Valley. Comparing those
numbers to the Tahoe Basin area as a whole, Olympic Valley is responsible for 10.99 percent of the
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deputy services calls, 1.78 percent of the dispatch calls, and 0.32 percent of the coroner cases.
Applying these percentages to the Sheriff's 2014-15 budget, the costs to provide law enforcement
services in Olympic Valley in FY 2014-15 is roughly $1.2 million. The proposed service model is
designed to adequately meet the existing service demands of the Olympic Valley area as well as
take over local traffic enforcement from CHP. The proposed contract is estimated to cost
$1,427,397 million in FY 2014-15. The estimated contract costs are inflated by a rate of 2.1 percent
with additional consideration for population increases.

PUBLIC WORKS

This department would be responsible for administration of public works in the Town, primarily
related to road maintenance and snow plowing. These services would be funded first by the Road
Fund using Gas Tax revenues. As seen in the Fund Summary in Appendix 2, the Road Fund will
encounter deficits in all years of the projections, which is very common in California. The General
Fund could subsidize the Road Fund, but that would be a policy decision for the new Town Council
to make. Public Works Department activities require a qualified Public Works Director as well as
contracts with a public or private entity to execute service provision. Costs for these services were
determined based on a salary survey, and the existing level of service provided by the County and
associated costs. The Public Works Director’s salary and the contracts were inflated at 2.1 percent
annually.

Besides contracts for road maintenance and snow removal, costs for road maintenance, snow
removal supplies, and overhead were also taken into consideration based on the County’s current
costs. Whether the new Town contracts with the County or another entity, there will be costs
associated with materials to repair roads, equipment, and maintenance of vehicles. These costs
were inflated at 2.1 percent annually. The General Fund forecast also includes a CalTrans
reimbursement for the operation of the traffic signal at Squaw Valley Road and State Route 89
based on actual costs in 2013-14.

Following incorporation, the Town would be responsible for meeting federal clean water
requirements, including maintaining a National Pollution Discharge Elimination System (“NPDES")
permit. The NPDES program seeks to address urban runoff issues through public education, storm
drain clearance, monitoring of intake and release infrastructure, and public improvements to
increase water quality levels. Presently, these requirements are met by the County and it would be
both efficient and cost-effective to have the County continue providing these services on a contract
basis at a cost of $13,000 per year inflated by 2.1 percent.

The Town would also be required to establish a recycling program pursuant to AB 939, which calls
for a 50 percent diversion of all solid waste from landfills. To calculate the expenditures of doing so,
RSG examined the nearby community of Truckee and their costs per person spent on AB 939 fees,
and then applied the same per-capita rate to Olympic Valley. It is estimated that this expenditure
would be a nominal amount of approximately $500 per year. The City would need to contract for
this service, and would likely partner with Tahoe Truckee Sierra Disposal (“TTSD”), who already
provides these kinds of services throughout the region.

It is critical to note that aside from what may be funded by the TOT revenues dedicated under
Measure F and other TOT funds that may be committed to NLTRA described earlier in this Report,
no funds in Olympic Valley have been budgeted for capital improvement projects. As the new City
grows and assumes services from the County and outside consultants, the requirements for
facilities, vehicles, and other major equipment may be apparent.

43



OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS
DRAFT

CONTINGENCY AND RESERVE FUND

As a precautionary measure, a 10 percent contingency factor of estimated expenditures has been
used in these projections in the event of unforeseeable expenses. The contingency is not a fund,
but represents unknown discretionary expenditures. The 2002 Guidelines advise the use of a
contingency factor of 10-20 percent of costs, in addition to a reserve fund of at least 10 percent.
However, a reserve fund equal to 30 percent of General Fund revenues is used in this CFA forecast
after consultation with the LAFCO Executive Officer and evaluation of data available from smaller,
newer, and post-Proposition 13 cities. Reserves are needed to protect a city against unforeseen
events, be they legislative (such as the shifting of property taxes to school districts as the State
mandated several instances over the past 20 years), economic, or climate-related.

RSG analyzed and collected information on reserves among 61 cities throughout California with an
emphasis on small cities, mountain communities, and relatively young cities. A 30 percent reserve
was the average amongst the 61 cities surveyed. Even among newer cities, excluding Menifee and
Jurupa Valley which are struggling and unable to fund any reserve, the average reserve is 29
percent. While the Guidelines indicate a minimum of 10 percent is recommended, it seems that only
cities with financial difficulties are funding reserves that low.

Additionally, Olympic Valley's local tax base is much less diversified than most surveyed. RSG
researched Menifee, Jurupa Valley, Eastvale, and Wildomar, all recently incorporated cities, as well
as La Habra Heights, Etna, Point Arena, and Industry, all cities with a smaller population than
Olympic Valley, and none had such a heavy reliance on a single revenue source as Olympic Valley.
Squaw Valley Resort generates the overwhelming majority of the TOT as well as being the largest
property owner in Olympic Valley. Because of Olympic Valley’s reliance on TOT, and the results of
research performed, a 30 percent reserve has been included in this analysis.

Figure 18 presents a summary of these General Fund reserves based on our current research and
recent surveys.

Figure 18 - General Fund Reserves

Count Lowest Highest Mean

Small Cities (Populations of 20,000 or Less)

City of Ceres Survey (2014) 10 15% 40% 26%

CSMFO Survey (2013) 18 10% 80% 34%
Mountainous Cities

RSG Research 4 25% 41% 30%
Post-Prop 13 Cities

City of Ceres Survey (2014) 11 15% 120% 34%

CSMFO Survey (2013) 9 0% 120% 39%
New Cities (Incorporated Since 2000)

RSG Research 9 0% 100% 29%

The reserve is primarily established during the transition year because a funding surplus exists. The
amount set aside is equal to 30 percent of the revenue received in Year 2. Starting in Year 3,
deposits into the reserve fund are much lower, serving to maintain the 30 percent funding level as
revenues increase.
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IMPACTS ON EXISTING AGENCIES

COUNTY TRANSITION YEAR REPAYMENTS

The calculation to determine the City’s transition year repayment to the County is shown in Figure
19. This analysis identifies what items the County is funding during the transition period and how
the new City will repay the County over a five-year time period. The Town’s annual payment of
$117,634 is included as General Fund expenditure in the forecast.
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Figure 19 - Transition Year Loan

12 Month Period Beginning

1 L 1
, Transition
Item Detail and Assumptions ' 7/1/2016 ' 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024 7/1/2025

1 1
1 1
Computation of Amount Loaned : :
1 1
Expenditures, Net of Offsets (2013-14) | |
Community Development 59,235 , :
Public Works - Road Maintenance & Snow Removal 87,353 | :
Sheriff 1,257,612 : :
Facilities - Parks 27,889 1 [
1 1
HHS - Animal Services 7,295 1
Total 1,439,385 X
1 1
1 1
3 Year Inflation Adjust. at 2.1% 93,6151 1
1 1
Total Costs in 2016-17 : 1,533,000 :
1 1
Less: Revenues Retained by County in 2016-17 : :
Property Tax (826,830), .
Sales Tax (118,000), .
Fines & Forfeitures (Non-offset) - 1
1 1
Total 1 (944,830)
1 1
1 1
Transition Year Costs to County | 588,170 |
| |
1 1
i i

Transition Year Loan / Repayment : $ (588,170): $117,634 $117,634 $117,634 $117,634 $117,634 $ - % - $ -
Annual Payment (Loan Amount / 5) V117,634,
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REVENUE NEUTRALITY MITIGATION PAYMENTS

It should be noted that the amount, duration, and terms of any revenue neutrality payments are all
subject to negotiation between the County and the incorporation representatives. The final payment
amounts may vary from the above estimates, and this CFA will be updated should the parties reach
agreement on a revenue neutrality program.

In 1992, Senate Bill 1559 was enacted to reduce the negative fiscal impact incorporations can have
on counties and other affected agencies. Pursuant to SB 1559, as codified in Government Code
Section 56815, LAFCO cannot approve a proposal for incorporation unless it finds that the amount
of revenues the new city received from the county and affected agencies after incorporation would
be substantially equal to the amount of savings the county or the affected agencies would attain
from no longer providing services to the proposed incorporation area.

Because revenue neutrality has not yet been discussed and is pending the release of this Draft
CFA, the potential payments are not yet known. The actual payment will be determined during
negotiations between the proponents and the County. Figure 20 presents two computations of the
potential revenue neutrality payment from the Town to the County, based on the two different TOT
scenarios discussed earlier in the TOT revenue analysis.

Scenario 1 shows the potential revenue neutrality payment if going forward, revenue collected from
the Measure F levy would be used to fund regional infrastructure projects. Scenario 2 shows the
potential payment if the entire 6 percent of the 10 percent levy were to go to fund infrastructure
projects as it is now. These scenarios are discussed further in the Conclusion.
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Figure 20 - Revenue Neutrality Payment
Base Year 2013-14

Scenario 1: Potential Payment with 2% TOT Transferred to City and Spent on Projects Scenario 2: Potential Payment with 6% TOT Transferred to City and Spent on Projects

Revenue Transferred Revenue Transferred

Property Tax $ 737,053 Property Tax $ 737,053
Sales Tax (Including In-Lieu) 461,390 Sales Tax (Including In-Lieu) 461,390
Property Transfer Tax 35,960 Property Transfer Tax 35,960
Measure F 2% Transit Occupancy Tax Levy 642,093 Measure F 2% Transit Occupancy Tax Levy 642,093
8% Transit Occupancy Tax Base Rate 2,568,373 8% Transit Occupancy Tax Base Rate 2,568,373
Fines & Forfeitures (Cost Offset) - Fines & Forfeitures (Cost Offset) -
Franchise Fees 20,600 Franchise Fees 20,600
Total Revenue Loss to County $ (4,465,468) Total Revenue Loss to County $ (4,465,468)

Expenses Transferred (Net of Revenue Offsets) Expenses Transferred (Net of Revenue Offsets)

Community Development $ 59,235 Community Development $ 59,235

Public Works - Road Maintenance & Snow Removal 87,353 Public Works - Road Maintenance & Snow Removal 87,353

Sheriff 1,257,612 Sheriff 1,257,612

Facilities - Parks 27,889 Facilities - Parks 27,889

HHS - Animal Services 7,295 HHS - Animal Services 7,295

Measure F Funded Infrastructure Projects 642,093 Infrastructure Projects 1,926,280

Total Expenditure Reduction $ 2,081,478 Total Expenditure Reduction $ 3,365,664
County Property Tax Admin. Fee of 0.18% 1,357 County Property Tax Admin. Fee of 0.18% 1,357
Net Revenue Impact to County - Positive/(Negative) (2,382,633) Net Revenue Impact to County - Positive/(Negative) (1,098,447)
Potential Revenue Neutrality Payment $ 2,382,633 Potential Revenue Neutrality Payment $ 1,098,447
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PROVISIONAL APPROPRIATIONS LIMIT

Figure 21 presents the computation of the provisional appropriations limit for Olympic Valley. The
appropriations limit is the amount of money that a governmental agency can spend in one fiscal
year. Also referred to as “The Gann Limit,” voters approved this initiative in 1979 which set a
constitutional appropriations limit on governmental agencies. RSG calculated $5,120,020 as the
Provisional Appropriation Limit based on 856812 and the City’s projected first fiscal year of tax
proceeds in 2017-18. Without a balanced budget, it is notable that the Provisional Appropriations
Limit would be lower than the proposed City budget in fiscal year 2017-18.

Figure 21 - Appropriations Limit

2017-18 Estimates

Proceeds of Taxes to City

Property Taxes $ 909,700
Sales Taxes (including in-lieu fees) 478,800
Property Transfer Taxes 40,900
Transient Occupancy Tax 3,554,900
Off Highway Vehicle License 80
Gas Taxes (2105) 3,800
Gas Taxes (2106) 2,100
Gas Taxes (2107) 5,300
Gas Taxes (2107.5) 1,000
Subtotal 4,996,580
Interest Earnings 10,413
Total 5,006,993
Cost of Living Factor 2.13%
Population Growth? 1.50%
2017-18 Provisional Limit $ 5,190,197

! Consumer Price Index
2 RSG Projected Population Growth, 2017-18
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CONCLUSIONS

Appendices 2 through 5 present summary projections for the Town’s General Fund and Road Fund
by scenario, followed by more detailed projections of revenues and expenditures by source and
department. As stated earlier, these conclusions are based on an assumption of revenue neutrality
payments, which may be altered should the parties reach agreement on a different payment
structure. Should that occur, the CFA will be updated.

SCENARIO 1

In Scenario 1, the Measure F (extra 2 percent TOT levy) revenue is assumed be transferred to the
new Town, which would in turn either expend these funds on infrastructure as stipulated in the
measure, or transfer these to NLTRA for the same purposes, as per NLTRA’s current agreement
with the County. The Town would retain the remaining 8 percent TOT levy.

e RSG projects a General Fund surplus in the Transition Year of $279,109 after the 30
percent reserve is met. A General Fund revenue deficit of $1,070,308 is projected in
fiscal year 2017-18, after the potential revenue neutrality payment is taken into account
and the reserve fund deposit is made.

e Thereafter, RSG projects that incorporation may not be feasible as expenditures,
including potential revenue neutrality payments and a reserve funding, could exceed
revenues by as much as $1.2 million by 2025-26, with the cumulative deficit rising to
over $3 million in 2021-22.

¢ Road Fund expenditures would exceed revenues throughout the term of our forecast,
meaning that the Town would not have sufficient funding for projected road maintenance
costs. It is unclear at this point whether a more favorable revenue neutrality agreement
could benefit the Town’s Road Fund.

SCENARIO 2

Scenario 2 mirrors the current allocation plan, wherein the County utilizes both the 2 percent
Measure F levy and half of the remaining 8 percent for regional services and shares a portion with
the NLTRA for infrastructure and other NLTRA activities. As such, RSG has assumed the Town
would expend both the 2 percent Measure F levy proceeds and half (4 percent) of the remaining 8
percent TOT levy to fund regional services and infrastructure projects consistent with the current
County-NLTRA agreement. The effects of Scenario 1B are generally a reduction in potential
revenue neutrality payments and revenues available to the Town’s General Fund.

e RSG projects a General Fund deficit in the Transition Year of $1,145,681 after the 30
percent reserve is met. A General Fund revenue deficit of $2,643,172 is projected in
fiscal year 2017-18 after potential revenue neutrality payments and reserve funding are
taken into account, with a cumulative deficit of $9.2 million by 2025-26.

e Thereafter, RSG projects that incorporation may not be feasible as expenditures,
including the potential revenue neutrality payment, could exceed revenues by as much
as $1.6 million through fiscal year 2025-26. The General Fund 30 percent reserve could
not be established given the deficit projected in the transition year, and the General
Fund would not have sufficient revenues to meet projected expenditures.

e Road Fund expenditures would exceed revenues throughout the term of our forecast,
meaning that the Town would not have sufficient funding for projected road maintenance
costs. It is unclear at this point whether a more favorable revenue neutrality agreement
could benefit the Town’s Road Fund.
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SCENARIOS 3 & 4

RSG was directed by LAFCO to prepare a pair of scenarios in which revenues change annually
based upon historical rates of growth, instead of being contingent upon future development.
Scenarios 3 and 4 therefore reflect a more conservative forecast, for comparison. Specifically, RSG
reviewed historical rates of growth for assessed value, sales tax, property transfer tax, and other
revenue streams. Utilizing an average annual inflation factor, Scenarios 3 and 4 were developed to
illustrate the likely revenues and expenditures in Olympic Valley if ho new development was
proposed, beyond the limited growth the area has seen over the last several years. In most cases,
RSG was able to obtain at least seven years of historical data to form the basis of the inflationary
rates. Scenario 3 makes the same assumptions for the allocation of Measure F funds and the TOT
revenue as set forth in Scenario 1, while Scenario 4 makes the same assumptions for the allocation
of Measure F funds and the TOT revenue that were set forth in Scenario 2.

ALTERNATIVE SCENARIOS

RSG analyzed two alternatives to the incorporation proposal in Appendix 1, including one that
entails a smaller geographic area and another that assumes dissolution of the SVPSD with their
services and revenues consolidated with the Town who would take on these revenues and costs.
Neither of these alternatives were fiscally superior to the proposed incorporation.
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APPENDIX 1- ALTERNATIVES

ALTERNATIVE 1 - SELECTIVE EXCLUSION

During an incorporation process, LAFCO may consider alternative boundary scenarios from what
was proposed by the Proponent group. One alternative LAFCO asked RSG to consider was the
“Selective Exclusion” alternative boundary. Throughout the Olympic Valley incorporation process
thus far, LAFCO has received numerous letters from property and business owners opposed to
incorporation requesting that their property or properties be excluded from the incorporated Town of
Olympic Valley should it come into being. It is understandable that affected parties wish to voice
their concerns, especially given that many property owners are not full-time residents and are not
registered to vote in the area. However, at this time, the incorporation process does not allow select
parties to opt out of a proposed incorporation. With no legal foundation to exclude parties opposed
to incorporation and with the exclusion further weakening the economic base of the proposed town,
we do not consider the “Selective Exclusion” alternative boundary as a feasible option.

In addition, LAFCOQO’s first priority is “to encourage the orderly formation of local governmental
agencies.” Selective exclusion of specific parcels would create in an illogical boundary for an
independent municipality and would result in inefficient provision of services. The County would
have to continue to provide services to the selectively excluded parcels while the rest of the area
would be serviced by the new Town, placing unnecessary burden on both the County and new
Town.

ALTERNATIVE 2 - DISSOLUTION OF SVPSD

LAFCO's first priority is “to encourage the orderly formation of local governmental agencies.” This
means LAFCO can look at the boundaries of cities and/or districts to determine if efficiencies would
be created by shifting or dissolving those boundaries. The proposed Olympic Valley boundary
follows the boundary of the SVPSD. While both the new Town and the existing service district can
coexist, another option would be to dissolve the SVPSD and transfer the service responsibilities to
the new Town. It is possible that this would create some efficiencies and cost-saving mechanisms
for the new Town and its residents. For example, management, governance, and overhead costs
could be consolidated and reduced if the two agencies merged. The new Town would be
responsible for providing the services provided by the SVPSD now, which include water, sewer, and
structural fire protection. In general, the new Town’s costs would increase as it takes on those
services. However, the new Town would also receive the revenue the SVPSD receives now through
water and sewer fees and property tax revenue. While there could be some cost savings achieved
that would result in surplus revenue, for purposes of this analysis, the net effect on the new Town of
dissolving the SVPSD would be zero.
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Measure F Revenue Transferred to City and Spent on Infrastructure Projects
Annual City General Fund Operating Budget
' Transition '
General Fund | 7/1/2016 \7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
1 1
Beginning Fund Balance 'S -1 1,896,130 546,713 (412,954) (761,461) (847,878) (861,785) (633,878) (314,851) 353,606
1 1
1 1
Revenues by Source 1 1
Property Taxes : - : 909,700 979,700 1,097,200 1,196,400 1,263,500 1,333,300 1,385,500 1,424,500 1,463,400
Sales Taxes (including In-Lieu) : 235,600 : 478,800 566,300 683,200 724,100 770,600 797,400 847,200 876,200 894,900
Property Transfer Taxes | 34,900 , 40,900 77,800 112,300 100,300 83,000 87,500 72,300 57,900 59,400
Transient Occupancy Taxes : 3,480,700 : 3,554,900 4,258,500 4,657,300 4,788,600 4,890,600 4,994,900 5,101,300 6,054,300 6,470,800
Off Highway License Subvention 1 80 80 80 80 80 90 90 90 90 90
Park User Fees : - : 15,700 16,100 17,000 17,900 18,900 19,800 20,300 20,900 21,400
Animal Control Licenses 1 - 290 290 310 330 340 360 370 380 390
Fines & Forfeitures : - : 34,800 42,500 45,100 46,300 47,500 48,700 49,800 60,100 61,500
Franchise Fees 1 - 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600
Community Development Fees ! - ! 324,000 330,800 337,800 344,900 352,100 359,600 367,200 375,000 382,900
Interest Earnings | 35,600 , 10,300 - - - - - - 6,600 25,200
Total General Fund Revenue : 3,786,880 : 5,390,070 6,292,670 6,970,890 7,239,510 7,447,230 7,662,250 7,864,660 8,896,570 9,400,580
1 1
Expenditures by Department X .
Town Council ! 23,420 1 23,630 23,840 24,050 24,260 24,470 24,680 24,890 25,200 25,510
Management : 263,500 : 354,700 361,500 369,800 376,900 392,600 392,800 401,900 409,400 418,600
City Attorney : 152,100 : 104,300 106,500 108,800 111,100 113,500 115,900 118,400 120,900 123,500
Finance \ 150,100 , 165,600 169,100 172,700 176,300 182,300 183,800 187,700 191,700 195,700
Community Development : 38,000 : 682,610 691,750 551,130 460,560 477,230 480,240 490,390 500,780 511,310
Public Works - Other 1 15,310 , 147,310 150,410 153,630 156,850 164,860 163,580 166,980 170,490 173,990
Animal Control ! - 16,200 16,600 17,600 18,500 19,500 20,500 21,100 21,600 22,200
Law Enforcement 1 141,600 , 1,383,300 1,688,600 1,792,200 1,838,800 1,885,600 1,934,200 1,976,900 2,387,500 2,439,500
Parks & Recreation : - : 31,400 32,070 32,750 33,450 34,160 34,890 35,630 36,390 37,170
CalFire 1 152,200 155,400 158,700 162,100 165,600 169,100 172,700 176,400 180,100 184,000
Non-Departmental : 149,380 : 142,790 146,300 149,910 153,620 157,430 161,440 165,450 169,560 173,870
2% Measure F Infrastructure Projects [ 696,140 1 710,980 851,700 931,460 957,720 978,120 998,980 1,020,260 1,210,860 1,294,160
Contingency (10% of Dept. Expenditures) : 109,000 : 321,000 355,000 353,000 352,000 362,000 368,000 377,000 421,000 431,000
Transition Year Loan 1 -1 117,634 117,634 117,634 117,634 117,634 - - - -
Total General Fund Expenditures : 1,890,750 : 4,356,854 4,869,704 4,936,764 4,943,294 5,078,504 5,051,710 5,163,000 5,845,480 6,030,510
1 1
Net Revenue / (Deficit) BEFORE Rev Neutrality: 1,896,130 : 1,033,216 1,422,966 2,034,126 2,296,216 2,368,726 2,610,540 2,701,660 3,051,090 3,370,070
1 1
Potential Revenue Neutrality Payment : - : 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633
Total General Fund Expenditures : 1,890,750 : 6,739,487 7,252,337 7,319,397 7,325,927 7,461,137 7,434,343 7,545,633 8,228,113 8,413,143
1 1
Net Revenue / (Deficit) AFTER Rev Neutrality ! 1,896,130 ! (1,349,417) (959,667) (348,507) (86,417) (13,907) 227,907 319,027 668,457 987,437
1 1
Fund Balance ! 1,896,130 ! 546,713 (412,954) (761,461) (847,878) (861,785) (633,878) (314,851) 353,606 1,341,044
1 1
Recommended Reserve Fund Deposits : 1,617,021 : - 270,780 203,466 80,586 62,316 64,506 60,723 309,573 151,203
Recommended Reserve Fund Balance 1 1,617,021+ 1,617,021 1,887,801 2,091,267 2,171,853 2,234,169 2,298,675 2,359,398 2,668,971 2,820,174
inancial Position with a Funded Reserve , ,070, ,300, ,852, ,019, ,095, ,932, ,674, ,315, 479,
Financial Position with a Funded R ! 279,109 ' (1,070,308)  (2,300,755)  (2,852,728)  (3,019,731)  (3,095,954)  (2,932,553)  (2,674,249)  (2,315,365)  (1,479,130)
1

Reserve as % of Rev / % of Exp 43% /86%  30% / 24% 30% / 26% 30% / 29% 30% / 30% 30% / 30% 30% / 31% 30% / 31% 30% / 32% 30% / 34%
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Annual City Road Fund Operating Budget
! Transition '
Road Fund | 7/1/2016, 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
1 1
Beginning Fund Balance : . 12,000 (210,337) (437,737) (669,937) (906,987)  (1,148,937)  (1,396,007)  (1,648,457)  (1,906,557)
1 1
1 1
Revenues by Source 1 1
Gas Tax (Sec. 2105) X 3,800 , 3,800 3,900 4,000 4,100 4,300 4,400 4,400 4,400 4,400
Gas Tax (Sec. 2106) ! 2,000 ' 2,100 2,100 2,100 2,200 2,300 2,300 2,400 2,400 2,400
Gas Tax (Sec. 2107) | 5,200 , 5,300 5,300 5,500 5,600 5,800 5,980 6,000 6,000 6,100
Gas Tax (Sec. 2107.5) ' 1,000 ; 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Gas Tax (Sec. 2107 - Snow Removal) 1 - 64,750 66,100 67,500 68,950 70,450 71,950 73,450 75,000 75,000
Interest Earnings : - 113 - - - - - - - -
Total 1 12,000 1 77,063 78,400 80,100 81,850 83,850 85,630 87,250 88,800 88,900
1 1
1 1
Expenditures by Department 1 1
Road Maintenance : = 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
Total ! - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
1 1
Net Revenue / (Deficit) X 12,000 }  (222,337) (227,400) (232,200) (237,050) (241,950) (247,070) (252,450) (258,100) (265,400)
1 1
Ending Road Fund Balance X 12,000} (210,337) (437,737) (669,937) (906,987) (1,148,937)  (1,396,007)  (1,648,457) (1,906,557)  (2,171,957)
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Financial Position with a Funded Reserve
Reserve as % of Rev / % of Exp

(1,145,681)! (2,643,172)  (4,295,922)  (5,426,629)  (6,224,885)  (6,973,162)  (7,523,534) (8,021,564)  (8,804,833)  (9,292,353)
43%/49%1 30%/23%  30%/25%  30%/26%  30%/27%  30%/27% 30%/28% 30%/28%  30%/28%  30%/29%

DRAFT
All TOT Transferred to City, 60 percent Spent on Infrastructure Projects
Annual City General Fund Operating Budget
! Transition '
General Fund | 7/1/2016 . 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
1 1
Beginning Fund Balance '$ - 468,250 (1,029,241)  (2,408,121) (3,335,362) (4,053,032) (4,738,993) (5,224,859) (5,662,166) (6,137,842)
1 1
1 1
Revenues by Source 1 1
Property Taxes : - : 909,700 979,700 1,097,200 1,196,400 1,263,500 1,333,300 1,385,500 1,424,500 1,463,400
Sales Taxes (including In-Lieu) ' 235,600 ' 478,800 566,300 683,200 724,100 770,600 797,400 847,200 876,200 894,900
Property Transfer Taxes | 34,900 , 40,900 77,800 112,300 100,300 83,000 87,500 72,300 57,900 59,400
Transient Occupancy Taxes ' 3,480,700 | 3,554,900 4,258,500 4,657,300 4,788,600 4,890,600 4,994,900 5,101,300 6,054,300 6,470,800
Off Highway License Subvention 1 80 80 80 80 80 90 90 90 90 90
Park User Fees : - 15,700 16,100 17,000 17,900 18,900 19,800 20,300 20,900 21,400
Animal Control Licenses 1 -1 290 290 310 330 340 360 370 380 390
Fines & Forfeitures : - 34,800 42,500 45,100 46,300 47,500 48,700 49,800 60,100 61,500
Franchise Fees ! -1 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600
Community Development Fees . = 324,000 330,800 337,800 344,900 352,100 359,600 367,200 375,000 382,900
Interest Earnings [ 8,800 - - - - - - - - -
Total General Fund Revenue : 3,751,280 : 5,379,770 6,292,670 6,970,890 7,239,510 7,447,230 7,662,250 7,864,660 8,889,970 9,375,380
E dit by D rt t : :
xpenditures by Departmen 1 1
Town Council : 23,420 , 23,630 23,840 24,050 24,260 24,470 24,680 24,890 25,200 25,510
Management 1 263,500 1 354,700 361,500 369,800 376,900 392,600 392,800 401,900 409,400 418,600
City Attorney X 152,100 , 104,300 106,500 108,800 111,100 113,500 115,900 118,400 120,900 123,500
Finance ! 150,100 ! 165,600 169,100 172,700 176,300 182,300 183,800 187,700 191,700 195,700
Community Development \ 38,000 , 682,610 691,750 551,130 460,560 477,230 480,240 490,390 500,780 511,310
Public Works - Other ! 15,310 | 147,310 150,410 153,630 156,850 164,860 163,580 166,980 170,490 173,990
Animal Control ! - 16,200 16,600 17,600 18,500 19,500 20,500 21,100 21,600 22,200
Law Enforcement : 141,600 ; 1,383,300 1,688,600 1,792,200 1,838,800 1,885,600 1,934,200 1,976,900 2,387,500 2,439,500
Parks & Recreation 1 - 31,400 32,070 32,750 33,450 34,160 34,890 35,630 36,390 37,170
CalFire ' 152,200 | 155,400 158,700 162,100 165,600 169,100 172,700 176,400 180,100 184,000
Non-Departmental ! 149,380 1 142,790 146,300 149,910 153,620 157,430 161,440 165,450 169,560 173,870
Infrastructure Projects . 2,088,420 ; 2,132,940 2,555,100 2,794,380 2,873,160 2,934,360 2,996,940 3,060,780 3,632,580 3,882,480
Contingency (10% of Dept. Expenditures) ! 109,000 ! 321,000 355,000 353,000 352,000 362,000 368,000 377,000 421,000 431,000
Transition Year Loan 1 - 117,634 117,634 117,634 117,634 117,634 - - - -
Total General Fund Expenditures : 3,283,030 : 5,778,814 6,573,104 6,799,684 6,858,734 7,034,744 7,049,670 7,203,520 8,267,200 8,618,830
1 1
Net Revenue / (Deficit) BEFORE Rev Neutrality | 468,250 | (399,044) (280,434) 171,206 380,776 412,486 612,580 661,140 622,770 756,550
1 1
Potential Revenue Neutrality Payment : - : 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447
Total General Fund Expenditures ! 3,283,030 ! 6,877,261 7,671,551 7,898,131 7,957,181 8,133,191 8,148,117 8,301,967 9,365,647 9,717,277
Net Revenue / (Deficit) AFTER Rev Neutrality : 468,250 1 (1,497,491)  (1,378,881) (927,241) (717,671) (685,961) (485,867) (437,307) (475,677) (341,897)
1 1
1 1
Fund Balance : 468,250 | (1,029,241)  (2,408,121)  (3,335,362) (4,053,032) (4,738,993) (5,224,859) (5,662,166) (6,137,842) (6,479,739)
1 1
Recommended Reserve Fund Deposits : 1,613,931 : - 273,870 203,466 80,586 62,316 64,506 60,723 307,593 145,623
Recommended Reserve Fund Balance 1 1,613,931 1,613,931 1,887,801 2,091,267 2,171,853 2,234,169 2,298,675 2,359,398 2,666,991 2,812,614
1
1
1
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Annual City Road Fund Operating Budget
: Transition :
Road Fund \ 7/1/2016, 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
1 1
Beginning Fund Balance i . 12,000 (222,337) (227,400) (232,200) (237,050) (241,950) (247,070) (252,450) (258,100)
1 1
1 1
Revenues by Source 1 1
Gas Tax (Sec. 2105) X 3,800 ; 3,800 3,900 4,000 4,100 4,300 4,400 4,400 4,400 4,400
Gas Tax (Sec. 2106) ! 2,000 ' 2,100 2,100 2,100 2,200 2,300 2,300 2,400 2,400 2,400
Gas Tax (Sec. 2107) | 5,200 , 5,300 5,300 5,500 5,600 5,800 5,980 6,000 6,000 6,100
Gas Tax (Sec. 2107.5) ' 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Gas Tax (Sec. 2107 - Snow Removal) 1 - 64,750 66,100 67,500 68,950 70,450 71,950 73,450 75,000 75,000
Interest Earnings ! - 113 - - - - - - - -
Total 1 12,000 77,063 78,400 80,100 81,850 83,850 85,630 87,250 88,800 88,900
1 1
1 1
Expenditures by Department ! 1
Road Maintenance ' - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
Total ' - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
1 1
Net Revenue / (Deficit) : 12,000 | (222,337) (227,400) (232,200) (237,050) (241,950) (247,070) (252,450) (258,100) (265,400)
1 1
Ending Road Fund Balance . 12,000 , (210,337) (449,737) (459,600) (469,250) (479,000) (489,020) (499,520) (510,550) (523,500)
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APPENDIX 4 - SCENARIO 3

Historic Revenue Growth Scenario (Scenario 1 Assumptions)
Annual City General Fund Operating Budget

1,594,941 1,594,941 1,631,001 1,674,174 1718577 1,764,300 1,811,313 1,859,766 1,909,597 1,960,900
335,888 | (1,134,822) (2,658,872) (4,026,254) (5,285,986) (6,575,938) (7,721,363) (8,877,207) (10,043,788) (11,225,312)
42%184%1 30%/23%  30%/24%  30%/24%  30%/25%  30%/25%  30%/25%  30%/25%  30%/26%  30%/26%

Recommended Reserve Fund Balance
Financial Position with a Funded Reserve
Reserve as % of Rev / % of Exp

' Transition !
General Fund i 6/30/2016 | 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 6/30/2022 6/30/2023 6/30/2024 6/30/2025
1 1
Beginning Fund Balance ' $ - 1,930,828 460,118 (1,027,871)  (2,352,081) (3,567,409) (4,811,638) (5,910,050) (7,017,441) (8,134,192)
1 1
Revenues by Source X '
Property Taxes ! -1 826,300 838,600 851,000 863,700 876,500 889,500 902,800 916,200 929,900
Sales Taxes (including In-Lieu) i 235,600 , 476,200 481,200 486,300 491,400 496,600 501,800 507,100 512,400 517,800
Property Transfer Taxes ' 36,500 | 37,000 37,600 38,200 38,700 39,300 39,900 40,500 41,100 41,700
Transient Occupancy Taxes 1 3,524,700 1 3,636,900 3,752,700 3,872,200 3,995,500 4,122,700 4,253,900 4,389,300 4,529,000 4,673,200
Off Highway License Subvention X 78 | 79 79 80 80 81 81 82 82 82
Park User Fees ! -1 15,600 15,700 15,800 15,900 16,000 16,100 16,200 16,200 16,300
Animal Control Licenses : - : 290 290 300 310 320 330 340 340 350
Fines & Forfeitures ' - 35,700 25,200 25,800 26,500 27,200 27,800 28,500 29,300 30,000
Franchise Fees 1 -1 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600
Community Development Fees . - 259,200 264,700 270,300 275,900 281,700 287,700 293,800 300,100 306,400
Interest Earnings | 36,200 8,600 - - - - - - - -
Total General Fund Revenue . 3,833,078, 5,316,469 5,436,669 5,580,580 5,728,590 5,881,001 6,037,711 6,199,222 6,365,322 6,536,332
1 1
Expenditures by Department | :
Town Council : 23,420 23,630 23,840 24,050 24,260 24,470 24,680 24,890 25,200 25,510
Management 1 263,500 1 354,700 361,500 369,800 376,900 392,500 392,800 401,800 409,400 418,500
City Attorney . 152,100 , 104,300 106,500 108,800 111,100 113,500 115,900 118,400 120,900 123,500
Finance ' 150,100 ! 165,600 169,100 172,700 176,300 182,300 183,800 187,700 191,700 195,700
Community Development ) 38,000 | 596,400 603,730 461,260 368,800 383,540 384,580 392,720 401,060 409,500
Public Works - Other ' 15,310 | 147,310 150,410 153,610 156,820 164,820 163,520 166,930 170,430 173,930
Animal Control I -1 16,200 16,600 17,000 17,500 18,000 18,400 18,900 19,500 20,000
Law Enforcement ' 149,000, 1,493,600 1,567,100 1,644,200 1,725,500 1,811,000 1,900,600 1,995,000 2,094,300 2,198,700
Parks & Recreation ' - 31,400 32,070 32,750 33,450 34,160 34,890 35,630 36,390 37,170
CalFire 1 152,200 , 155,400 158,700 162,100 165,600 169,100 172,700 176,400 180,100 184,000
Non-Departmental ' 144,680 | 137,990 141,300 144,810 148,320 152,030 155,840 159,750 163,660 167,770
2% Measure F Infrastructure Projects 1 704,940 1 727,380 750,540 774,440 799,100 824,540 850,780 877,860 905,800 934,640
Contingency (10% of Dept. Expenditures) X 109,000 ; 323,000 333,000 329,000 330,000 345,000 355,000 368,000 381,000 395,000
Transition Year Loan ' - 127,636 127,636 127,636 127,636 127,636 - - - -
Total General Fund Expenditures | 1,902,250 , 4,404,546 4,542,026 4,522,156 4,561,286 4,742,596 4,753,490 4,923,980 5,099,440 5,283,920
1 1
Net Revenue / (Deficit) BEFORE Rev Neutrality | 1,930,828 | 911,923 894,643 1,058,424 1,167,304 1,138,405 1,284,221 1,275,242 1,265,882 1,252,412
1 1
Potential Revenue Neutrality Payment | - 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633 2,382,633
Total General Fund Expenditures : 1,902,250 , 6,787,179 6,924,659 6,904,789 6,943,919 7,125,229 7,136,123 7,306,613 7,482,073 7,666,553
1 1
Net Revenue / (Deficit) AFTER Rev Neutrality | 1,930,828 | (1,470,710)  (1,487,990)  (1,324,209) (1,215,329) (1,244,228) (1,098,412) (1,107,391) (1,116,751)  (1,130,220)
1 1
1 1
Fund Balance ! 1,930,828 ! 460,118 (1,027,871)  (2,352,081) (3,567,409) (4,811,638) (5,910,050) (7,017,441) (8,134,192) (9,264,412)
1 1
Recommended Reserve Fund Deposits ' 1,594,941 ! 36,060 43,173 44,403 45,723 47,013 48,453 49,830 51,303
1
1
1
1
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APPENDIX 4 (CONTINUED)

Annual City Road Fund Operating Budget

' Transition !
Road Fund i 6/30/2016 | 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 6/30/2022 6/30/2023 6/30/2024 6/30/2025
1 1
Beginning Fund Balance ' $ - 12,060 (210,422) (437,887) (670,402) (908,042)  (1,151,072)  (1,399,462) (1,653,182) (1,912,477)
1 1
Revenues by Source X X
Gas Tax (Sec. 2105) ! 3,800 ! 3,800 3,900 3,900 3,900 3,900 3,900 4,000 4,000 4,000
Gas Tax (Sec. 2106) : 2,040 2,050 2,070 2,080 2,090 2,100 2,110 2,120 2,140 2,150
Gas Tax (Sec. 2107) ' 5,220 | 5,240 5,270 5,300 5,330 5,360 5,390 5,420 5,460 5,490
Gas Tax (Sec. 2107.5) ] 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Gas Tax (Sec. 2107 - Snow Removal) : - : 64,715 66,095 67,505 68,940 70,410 71,910 73,440 75,005 76,605
Interest Earnings ' - 113 - - - - - - - -
Total 1 12,060 | 76,918 78,335 79,785 81,260 82,770 84,310 85,980 87,605 89,245
1 1
1 1
Expenditures by Department 1 1
Road Maintenance : - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
Total ' - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
1 1
Net Revenue / (Deficit) ' 12,060 , (222,482) (227,465) (232,515) (237,640) (243,030) (248,390) (253,720) (259,295) (265,055)
1
1
1

Ending Road Fund Balance 12,0601  (210,422)  (437,887)  (670,402)  (908,042) (1,151,072) (1,399,462) (1,653,182) (1,912,477) (2,177,532)
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APPENDIX 5 - SCENARIO 4

Historic Revenue Growth Scenario (Scenario 2 Assumptions)
Annual City General Fund Operating Budget

Recommended Reserve Fund Balance
Financial Position with a Funded Reserve
Reserve as % of Rev / % of Exp

1,592,361 1 1,592,361 1,631,001 1,674,174 1,718,577 1,764,300 1,811,313 1,859,766 1,909,597 1,960,900
(1,107,612)! (2,757,496) (4,501,019) (6,133,095) (7,706,841) (9,361,686) (10,924,484) (12,551,863) (14,245857) (16,012,474)
42%/48% ' 30%/23%  30%/23%  30%/23%  30%/24%  30%/24%  30%/24%  30%/24%  30%/24%  30%/24%

' Transition !
General Fund : 6/30/2016 : 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 6/30/2022 6/30/2023 6/30/2024 6/30/2025
1 1
Beginning Fund Balance 'S - 484,748  (1,165,135) (2,870,019) (4,458,921) (5,988,264) (7,597,386)  (9,113,171) (10,692,096) (12,336,261)
1 1
Revenues by Source X '
Property Taxes ! -1 826,300 838,600 851,000 863,700 876,500 889,500 902,800 916,200 929,900
Sales Taxes (including In-Lieu) : 235,600 : 476,200 481,200 486,300 491,400 496,600 501,800 507,100 512,400 517,800
Property Transfer Taxes : 36,500 : 37,000 37,600 38,200 38,700 39,300 39,900 40,500 41,100 41,700
Transient Occupancy Taxes 1 3,524,700 + 3,636,900 3,752,700 3,872,200 3,995,500 4,122,700 4,253,900 4,389,300 4,529,000 4,673,200
Off Highway License Subvention X 78, 79 79 80 80 81 81 82 82 82
Park User Fees : - : 15,600 15,700 15,800 15,900 16,000 16,100 16,200 16,200 16,300
Animal Control Licenses 1 - 290 290 300 310 320 330 340 340 350
Fines & Forfeitures : - : 35,700 25,200 25,800 26,500 27,200 27,800 28,500 29,300 30,000
Franchise Fees ! -1 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600 20,600
Community Development Fees : - : 259,200 264,700 270,300 275,900 281,700 287,700 293,800 300,100 306,400
Interest Earnings : 9,100 : - - - - - - - - -
Total General Fund Revenue 1 3,796,878 1+ 5,307,869 5,436,669 5,580,580 5,728,590 5,881,001 6,037,711 6,199,222 6,365,322 6,536,332
1 1
1 1
Expenditures by Department : :
Town Council 1 23,420 , 23,630 23,840 24,050 24,260 24,470 24,680 24,890 25,200 25,510
Management : 263,500 : 354,700 361,500 369,800 376,900 392,500 392,800 401,800 409,400 418,500
City Attorney ! 152,100 104,300 106,500 108,800 111,100 113,500 115,900 118,400 120,900 123,500
Finance : 150,100 : 165,600 169,100 172,700 176,300 182,300 183,800 187,700 191,700 195,700
Community Development : 38,000 : 596,400 603,730 461,260 368,800 383,540 384,580 392,720 401,060 409,500
Public Works - Other 1 15,310 1 147,310 150,410 153,610 156,820 164,820 163,520 166,930 170,430 173,930
Animal Control : - : 16,200 16,600 17,000 17,500 18,000 18,400 18,900 19,500 20,000
Law Enforcement : 149,000 : 1,493,600 1,567,100 1,644,200 1,725,500 1,811,000 1,900,600 1,995,000 2,094,300 2,198,700
Parks & Recreation 1 - 31,400 32,070 32,750 33,450 34,160 34,890 35,630 36,390 37,170
CalFire : 152,200 : 155,400 158,700 162,100 165,600 169,100 172,700 176,400 180,100 184,000
Non-Departmental ! 144,680 137,990 141,300 144,810 148,320 152,030 155,840 159,750 163,660 167,770
Infrastructure Projects : 2,114,820 : 2,182,140 2,251,620 2,323,320 2,397,300 2,473,620 2,552,340 2,633,580 2,717,400 2,803,920
Contingency (10% of Dept. Expenditures) : 109,000 : 323,000 333,000 329,000 330,000 345,000 355,000 368,000 381,000 395,000
Transition Year Loan 1 - 127,636 127,636 127,636 127,636 127,636 - - - -
Toal General Fund Expenditures : 3,312,130 : 5,859,306 6,043,106 6,071,036 6,159,486 6,391,676 6,455,050 6,679,700 6,911,040 7,153,200
1 1
Net Revenue / (Deficit) BEFORE Rev Neutrality 484,748\  (551,437) (606,437) (490,456) (430,896) (510,675) (417,339) (480,478) (545,718) (616,868)
1 1
Potential Revenue Neutrality Payment : -1 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447 1,098,447
Toal General Fund Expenditures : 3,312,130 : 6,957,753 7,141,553 7,169,483 7,257,933 7,490,123 7,553,497 7,778,147 8,009,487 8,251,647
1 1
Net Revenue / (Deficit) AFTER Rev Neutrality i 484,748 E (1,649,884)  (1,704,883)  (1,588,903) (1,529,342) (1,609,122) (1,515,785) (1,578,925) (1,644,165) (1,715,314)
1 1
Fund Balance ! 484,748 ' (1,165135) (2,870,019) (4,458921) (5,988,264) (7,597,386)  (9,113171) (10,692,096) (12,336,261) (14,051575)
1 1
Recommended Reserve Fund Deposits : 1,592,361 : - 38,640 43,173 44,403 45,723 47,013 48,453 49,830 51,303
1
1
1
1
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Annual City Road Fund Operating Budget
i Transition |
Road Fund | 6/30/2016 . 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 6/30/2022 6/30/2023 6/30/2024 6/30/2025
1 1
Beginning Fund Balance ' - 12,060 (222,482) (227,465) (232,515) (237,640) (243,030) (248,390) (253,720) (259,295)
1 1
Revenues by Source ' X
Gas Tax (Sec. 2105) ! 3,800 ! 3,800 3,900 3,900 3,900 3,900 3,900 4,000 4,000 4,000
Gas Tax (Sec. 2106) . 2,040 , 2,050 2,070 2,080 2,090 2,100 2,110 2,120 2,140 2,150
Gas Tax (Sec. 2107) ' 5,220 5,240 5,270 5,300 5,330 5,360 5,390 5,420 5,460 5,490
Gas Tax (Sec. 2107.5) 1 1,000 1 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Gas Tax (Sec. 2107 - Snow Removal) ' -1 64,715 66,095 67,505 68,940 70,410 71,910 73,440 75,005 76,605
Interest Earnings 1 - 113 - - - - - - - -
Total : 12,060 | 76,918 78,335 79,785 81,260 82,770 84,310 85,980 87,605 89,245
1 1
1 1
Expenditures by Department ! 1
Road Maintenance ' - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
Total ' - 299,400 305,800 312,300 318,900 325,800 332,700 339,700 346,900 354,300
1 1
Net Revenue / (Deficit) : 12,060 | (222,482) (227,465) (232,515) (237,640) (243,030) (248,390) (253,720) (259,295) (265,055)
1 1
Ending Road Fund Balance | 12,0601  (210,422) (449,947) (459,980) (470,155) (480,670) (491,420) (502,110) (513,015) (524,350)
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APPENDIX 6 - REVENUES AND EXPENDITURES BY DEPARTMENT (SCENARIO 1 ONLY)

TOWN COUNCIL

12 Month Period Beginning
:Transition

Item Detail and Assumptions 7/1/2016 ! 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023 _ 7/1/2024 _ 7/1/2025

Department Expenditures

1
1
:
1
Salaries & Benefits 1
1
1
1
1
1
1
1
1

Town Council Stipends 12,500 ; $ 12,500 , $ 12,500 $ 12,500 $ 12,500 $ 12,500 $ 12,500 $ 12,500 $ 12,500 $ 12,500 $ 12,500
Supplies & Services

Travel & Memberships 10,400 10,600 10,800 11,000 11,200 11,400 11,600 11,800 12,100 12,400
14-15 Cost 10,000
Growth Rate 2.1%:

Meeting Materials : 520 530 540 550 560 570 580 590 600 610
14-15 Cost 500 |
Growth Rate 2.1%!

Capital Outlay

TOTAL $ 23,420, % 23,630 $ 23,840 $ 24,050 $ 24,260 $ 24,470 $ 24,680 $ 24,890 $ 25200 $ 25,510
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MANAGEMENT
12 Month Period Beginning
: Transition :
Item Detail and Assumptions ! 7/1/2016 ' 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
| :
Department Expenditures ! !
Salaries & Benefits 1 1
Town Manager : $ 91,500 : $186,800 $190,700 $ 194,700 $ 198,800 $ 203,000 $ 207,300 $211,700 $ 216,100 $ 220,600
14-15 Cost 130,000 , :
Benefit/Salary Ratio 35%) :
Growth Rate 2.1%: :
Town Clerk/Admin Support 1 17,600 1 71,800 73,300 74,800 76,400 78,000 79,600 81,300 83,000 84,700
14-15 Cost 50,000 | |
Benefit/Salary Ratio 35%: :
Growth Rate 2.1%, :
Admin Assistant/Secretary ' 12,300 | 50,300 51,400 52,500 53,600 54,700 55,800 57,000 58,200 59,400
14-15 Cost 35,000 : :
Benefit/Salary Ratio 35%: 1
Growth Rate 2.1%, :
: :
Supplies & Services : :
Interim Town Manager : 84,000 :
Travel & Memberships 1 20,900 1 21,300 21,800 22,300 22,800 23,300 23,800 24,300 24,800 25,300
14-15 Cost 20,000 | |
Growth Rate 2.1%, X
Codification Services . 10,000 ;| 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Elections ! - 700 - 700 - 800 - 800 - 800
Cost Per Reg. Voter (2015) 1.251 1
Growth Rate 2.1% :
Notices & Office Expenses : 20,900 : 21,300 21,800 22,300 22,800 23,300 23,800 24,300 24,800 25,300
14-15 Cost 20,000 | .
Growth Rate 2.1%) '
1 1
Capital Outlay : :
Computer Hardware & Software : 6,300 : - - - - 7,000 - - - -
14-15 Cost 6,000 , .
Growth Rate 2.1%, :
Replace. Cycle (Yrs) 5 : :
1 1
TOTAL : $ 263,500 : $ 354,700 $361,500 $ 369,800 $ 376,900 $ 392,600 $ 392,800 $401,900 $ 409,400 $ 418,600
Notes
Registered Voters 569 577 586 595 603 612 622 631 640 650
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CITY ATTORNEY

12 Month Period Beginning
:Transition
7/1/2016

Item Detail and Assumptions 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025

Department Expenditures
Salaries & Benefits

Supplies & Services
Contract City Attorney Services
14-15 Cost 100,000
Growth Rate 2.1%
Supplemental Startup Legal Costs 50,000

1

1

1

1

1

1

1

:

1

$ 102,100 : $104,300 $106,500 $108,800 $111,100 $113,500 $115,900 $118,400 $ 120,900 $123,500

1

1

1

1

1

:

Capital Outlay :
1

TOTAL

1
$152,100 ' $104,300 $ 106,500 $ 108,800 $111,100 $113,500 $115,900 $ 118,400 $ 120,900 $123,500
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FINANCE
12 Month Period Beginning
\ Transition
Item Detail and Assumptions ! 7/1/2016 ' 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024  7/1/2025
1 1
Department Expenditures E E
Salaries & Benefits ! !
Finance Director ' $ 31,700 ' $ 129,300 $ 132,000 $ 134,800 $137,600 $ 140,500 $ 143,500 $146,500 $ 149,600 $152,700
14-15 Cost 90,000 ; '
Benefit/Salary Ratio 35%;, X
Growth Rate 2.1%: :
1 1
Supplies & Services : :
Interim Finance Manager : 75,000 : - - - - - - - - -
Contract Services: Payroll & Auditing ' 31,300 | 32,000 32,700 33,400 34,100 34,800 35,500 36,300 37,100 37,900
14-15 Cost 30,000 ; '
Growth Rate 2.1%: !
Travel & Memberships : - : 4,300 4,400 4,500 4,600 4,700 4,800 4,900 5,000 5,100
14-15 Cost 4,000 , :
Growth Rate 2.1%, '
I I
Capital Outlay : :
Computer Hardware 1 2,100 1 - - - - 2,300 - - - -
14-15 Cost 2,000 | |
Growth Rate 2.1%: :
Replace. Cycle (Yrs) 5! '
Financial Software : 10,000 : - - - - - - - - -
1 1
TOTAL : $ 150,100 : $ 165,600 $ 169,100 $ 172,700 $176,300 $ 182,300 $ 183,800 $ 187,700 $ 191,700 $195,700
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS

DRAFT
PUBLIC WORKS - ROAD MAINTENANCE
12 Month Period Beginning
: Transition :
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017 7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023 7/1/2024 7/1/2025
1 1
Department Expenditures E E
Salaries & Benefits 1 1
| |
Supplies & Services . .
Contract Road Maintenance - Personnel ' $ - % 77800 $ 79500 $ 81,200 $ 82900 $ 84,700 $ 86,500 $ 88,300 $ 90,200 $ 92,100
14-15 Cost 73,000 ! '
Growth Rate 2.1%: 1
Contract Road Maintenance - Supplies and Overhead : - : 92,100 94,100 96,100 98,100 100,200 102,300 104,500 106,700 109,000
14-15 Cost 86,500 , :
Growth Rate 2.1%, :
Contract Snow Plowing - Personnel : - : 90,600 92,500 94,500 96,500 98,600 100,700 102,800 105,000 107,200
14-15 Cost 85,000 : :
Growth Rate 2.1%: 1
Contract Snow Plowing - Fleet Maintenance : - : 38,900 39,700 40,500 41,400 42,300 43,200 44,100 45,000 46,000
14-15 Cost 36,500 , :
Growth Rate 2.1%;, :
1 1
TOTAL :$ - :$ 299,400 $ 305,800 $ 312,300 $ 318,900 $ 325,800 $ 332,700 $ 339,700 $ 346,900 $ 354,300
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS

DRAFT
PUBLIC WORKS - OTHER
12 Month Period Beginning
| Transition
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 711/2024 7/1/2025
1 1
Department Expenditures E E
Salaries & Benefits 1 1
Public Works Director 1'$ 10,600, $ 129,300 $ 132,000 $ 134,800 $ 137,600 $ 140,500 $ 143500 $ 146,500 $ 149,600 $ 152,700
14-15 Cost 90,000 | '
Benefit/Salary Ratio 35%, :
Growth Rate 2.1%: :
1 1
Supplies & Services | |
County Contract NPDES Program Implementation : - : 13,800 14,100 14,400 14,700 15,000 15,300 15,600 15,900 16,200
14-15 Cost 13,000 | '
Growth Rate 2.1%; '
Contract for AB 939 Requirements : 510 : 510 510 530 550 560 580 580 590 590
Cost Per Resident 0.53 1 1
Population See Below, i
Shared Traffic Signal Operating Costs : - : 3,700 3,800 3,900 4,000 4,100 4,200 4,300 4,400 4,500
13-14 Actual Cost 3,464 | '
Growth Rate 2.1%: '
1 1
Capital Outlay : :
Computer Hardware & Software . 4,200 , - - - - 4,700 - - - -
14-15 Cost 4,000 , '
Growth Rate 2.1%) '
Replace. Cycle (Yrs) 5 ! !
1 1
TOTAL '$ 15310, $ 147,310 $ 150,410 $ 153,630 $ 156,850 $ 164,860 $ 163,580 $ 166,980 $ 170,490 $ 173,990
Notes
Projected Population 943 954 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS

DRAFT
COMMUNITY DEVELOPMENT
12 Month Period Beginning
: Transition :
Iltem Detail and Assumptions ' 7/1/2016 ' 7/1/2017 7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025
Department Expenditures . :
Salaries & Benefits ! !
Community Development Director 1$ 31,700 + $ 129,300 $132,000 $134,800 $137,600 $140,500 $143,500 $146,500 $149,600 $152,700
14-15 Cost 90,000 | i
Benefit/Salary Ratio 35% :
Growth Rate 2.1%), :
Associate Planner : - : 86,210 88,020 89,870 91,760 93,690 95,660 97,670 99,720 101,810
14-15 Cost 60,000 1 1
Benefit/Salary Ratio 35%: :
Growth Rate 2.1%;, :
: |
Supplies & Services : :
Contract Building/Code Enforcement : - : 32,000 32,700 33,400 34,100 34,800 35,500 36,300 37,100 37,900
14-15 Cost 30,000 1
Growth Rate 2.1%: :
Contract Engineering/Surveying : - : 45,800 46,800 47,800 48,800 49,800 50,900 52,000 53,100 54,200
14-15 Cost 43,000 : :
Growth Rate 2.1%: :
Contract Planning ! - 42,600 43,500 44,400 45,300 46,300 47,300 48,300 49,300 50,400
14-15 Cost 40,000 | :
Growth Rate 2.1%, :
Contract Technical/GIS Support : = 5,300 5,400 5,500 5,600 5,700 5,800 5,900 6,000 6,100
14-15 Cost 5,000 : :
Growth Rate 2.1%: 1
Cost Allocation for O/H and Admin | - 89,800 91,700 93,700 95,700 97,700 99,800 101,900 104,100 106,300
14-15 Cost 84,287 | :
Growth Rate 2.1%, :
General Plan/EIR Preparation : : 250,000 250,000
Zoning Code Preparation ! ! 100,000
Travel & Membership 1 -1 1,600 1,630 1,660 1,700 1,740 1,780 1,820 1,860 1,900
14-15 Cost 1,500.00 | :
Growth Rate 2.1%; .
| I
Capital Outlay : :
Computer Hardware & Software 1 6,300 1 - - - - 7,000 - - - -
14-15 Cost 6,000 | :
Growth Rate 2.1%, :
Replace. Cycle (Yrs) 5, :
1 1
TOTAL | $ 38,000 | $ 682,610 $691,750 $551,130 $460,560 $477,230 $480,240 $490,390 $500,780 $511,310

Note: Costs for General Plan, EIR, and Zoning Code preparation are based upon estimates from LAFCO's consultant.
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS

DRAFT
PARKS AND RECREATION
12 Month Period Beginning
\ Transition
Item Detail and Assumptions ' 7/1/2016 ! 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025
1 |
1 1
Department Expenditures : :
Salaries & Benefits 1 I
1 1
1 |
Supplies & Services : :
TCPUD Contract | $ -1$ 31,400 $ 32,070 $ 32,750 $ 33,450 $ 34,160 $ 34,890 $ 35630 $ 36,390 $ 37,170
14-15 Cost 29,476 | !
Growth Rate 2.1%: I
1 1
1 1
Capital Outlay : :
Capital Reserve Fund ~ 2,947.60 | - 3,100 3,200 3,300 3,300 3,400 3,500 3,600 3,600 3,700
Rate 10%, :
1 1
TOTAL :$ -:$ 31,400 $ 32,070 $ 32,750 $ 33,450 $ 34,160 $ 34,890 $ 35630 $ 36,390 $ 37,170
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS
DRAFT

ANIMAL CONTROL

Item Detail and Assumptions

12 Month Period Beginning
:Transition
7/1/2016 ! 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025

Department Expenditures
Salaries & Benefits

Supplies & Services

1
1
1
1
1
:
1
County Animal Control Contract $ -1$ 11,700 $ 12,000 $ 12,700 $ 13,400 $ 14,100 $ 14,800 $ 15200 $ 15,600 $ 16,000
14-15 Cost Estimate 10,758 : :
Base Cost Growth Rate 2.1%: |
Per Capita Adjustment see below | |
Supplies : = 2,800 2,900 3,100 3,200 3,400 3,600 3,700 3,800 3,900
14-15 Base Cost 2,613 |
Base Cost Growth Rate 2.1%: :
Per Capita Adjustment see below ! !
1 I
Cost Allocation for O/H and Admin : = 1,700 1,700 1,800 1,900 2,000 2,100 2,200 2,200 2,300
14-15 Base Cost 1,531, :
Base Cost Growth Rate 2.1%, |
Per Capita Adjustment see below : :
1 1
Capital Outlay : :
: :
1 1
TOTAL ;$ —;$ 16,200 $ 16,600 $ 17,600 $ 18,500 $ 19,500 $ 20,500 $ 21,100 $ 21,600 $ 22,200
Notes
Projected Population 943 954 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS

Capital Outlay

DRAFT
LAW ENFORCEMENT
12 Month Period Beginning
:Transition
Iltem Detail and Assumptions ! 7/1/2016 ! 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
| :
Department Expenditures : :
Salaries & Benefits 1 1
| |
Supplies & Services H .
Contract with County Sheriff (Patrol) : $ - : $1,238,400 $ 1,511,800 $1,604,900 $ 1,647,500 $ 1,689,500 $ 1,733,000 $1,771,300 $ 2,139,200 $ 2,186,300
14-15 Cost 1,158,449 : :
Growth Rate 2.1%: 1
Per Capita Adjustment see below 1 |
Contract with County Sheriff (Traffic) \ 95,100, 97,300 118,800 126,100 129,400 132,700 136,100 139,100 168,000 171,700
14-15 Cost 91,000 ; :
Growth Rate 2.1%: :
Per Capita Adjustment see below : :
Direct & Indirect Support 1 46,500 1 47,600 58,000 61,200 61,900 63,400 65,100 66,500 80,300 81,500
14-15 Cost 177,948 | :
Growth Rate 2.1%, .
Per Capita Adjustment see below ! :
1
I
I
1
1
1
1
1

TOTAL $ 141,600 ! $1,383,300 $ 1,688,600 $ 1,792,200 $ 1,838,800 $ 1,885,600 $ 1,934,200 $ 1,976,900 $ 2,387,500 $ 2,439,500
Notes

Projected Population 943 954 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112

Projected Employee Population 579 579 586 716 976 1,002 1,002 1,015 1,015 1,144 1,144

Projected Overnight Tourist Population 3,046 3,046 3,046 3,749 3,852 3,852 3,852 3,852 3,852 4,684 4,684

Projected "Daytrip" Tourist Population 5,920 5,920 5,920 7,285 7,485 7,485 7,485 7,485 7,485 9,103 9,103

Note: For the purposes of the per capita adjustment, daytrippers are considered to be one-third of a person, as they are likely to be in Olympic Valley for substantially less time throughout any given day than a resident or overnight tourist would be.
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS
DRAFT

FIRE PROTECTION

12 Month Period Beginning
Transition
7/1/2016

Iltem Detail and Assumptions 7/1/2017  7/1/2018  7/1/2019  7/1/2020  7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025

1
1
1
i
1
Department Expenditures :
Salaries & Benefits 1
1
1
1
1
1
1
1

Supplies & Services
Contract with CalFire
Acreage subject to Contract 5,662 |
Cost per acre $23.011
Admin Costs 11.97%,
Growth Rate 2.1%,
1

$ 152,200 ; $155,400 $158,700 $162,100 $ 165,600 $169,100 $172,700 $ 176,400 $180,100 $ 184,000

Capital Outlay

TOTAL $ 152,200 , $155,400 $158,700 $162,100 $ 165,600 $169,100 $172,700 $176,400 $180,100 $ 184,000
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OLYMPIC VALLEY COMPREHENSIVE FISCAL ANALYSIS
DRAFT

NON-DEPARTMENTAL

12 Month Period Beginning

:Transition
Item Detail and Assumptions ' 7/1/2016 ' 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 71112024 7/1/2025
1 1
Department Expenditures E E
Salaries & Benefits ] 1
: \
Supplies & Services : :
LAFCo Fees ' $ 580 | $ 500 $ 600 $ 610 $ 620 $ 630 $ 640 $ 650 $ 660 $ 670
14-15 Cost 569 ! !
Growth Rate 2.1%: 1
Insurance | 66,400 : 67,800 69,200 70,700 72,200 73,700 75,300 76,900 78,500 80,200
14-15 Cost 65,000 | :
Growth Rate 2.1%, :
IT Support Contract ! 15,300 15,600 15,900 16,200 16,500 16,900 17,300 17,700 18,100 18,500
14-15 Cost 15,000 ! !
Growth Rate 2.1%: |
City Hall Rent, Utilities, Maintenance : 57,100 58,800 60,600 62,400 64,300 66,200 68,200 70,200 72,300 74,500
Total Leased Area (sf) 2,500 | :
Lease Rate 137 :
Expense Ratio 35%: :
14-15 Cost 55,485 1 1
Growth Rate 3.0%: :
: |
Capital Outlay : :
Office Furnishings : 10,000 :
1 1
TOTAL : $ 149,380 | $ 142,790 $ 146,300 $ 149,910 $ 153,620 $ 157,430 $ 161,440 $ 165450 $ 169,560 $ 173,870
Notes
Projected Population 943 954 962 968 1,002 1,033 1,064 1,094 1,100 1,106 1,112
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