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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 

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

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the City, in any 
press release and in any oral statement made with the approval of an authorized officer of the City, the words or phrases 
"will likely result," "are expected to," "will continue," "is anticipated," "estimate," "project," "forecast," "expect," "intend" 
and similar expressions identify "forward looking statements" within the meaning of the Private Securities Litigation 
Reform Act of 1995. Such statements are subject to risks and uncertainties that could cause actual results to differ 
materially from those contemplated in such forward-looking statements. Any forecast is subject to such uncertainties. 
Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events and 
circumstances may occur. Therefore, there are likely to be differences between forecasts and actual results, and those 
differences may be material. The information and expressions of opinion herein are subject to change without notice, 
and neither the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, give 
rise to any implication that there has been no change in the affairs of the City since the date hereof. 

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the City or the Underwriter 
to give any information or to make any representations other than those contained herein and, if given or made, such 
other information or representation must not be relied upon as having been authorized by any of the foregoing. This 
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of 
the Bonds by a person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or 
sale. 

Limited Scope of Information. The City has obtained certain information set forth herein from sources which are 
believed to be reliable, but such information is neither guaranteed as to accuracy or completeness, nor to be construed 
as a representation of such by the City. The information and expressions of opinions herein are subject to change 
without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the City since the date hereof. All 
summaries of or references to the documents referred to in this Official Statement are made subject to the provisions 
of such documents and do not purport to be complete statements of any or all of such provisions. All capitalized terms 
used herein, unless noted otherwise, have the meanings given in the Indenture. 

The Underwriter has provided the following sentence for inclusion in this Official Statement: The Underwriter has 
reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to investors 
under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does 
not guarantee the accuracy or completeness of such information. 

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect transactions which 
stabilize or maintain the market price of the Bonds at a level above that which might otherwise prevail in the open 
market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriter may offer and sell the 
Bonds to certain dealers and others at prices lower than the public offering prices set forth on the cover page hereof 
and said public offering prices may be changed from time to time by the Underwriter. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, IN 
RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS CONTAINED IN SUCH ACT. 
THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE. 
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OFFICIAL STATEMENT 

$3,895,000 
CITY OF CARMEL-BY-THE-SEA PUBLIC IMPROVEMENT AUTHORITY 

2020 Refunding Lease Revenue Bonds 
(Sunset Cultural Center Project) 

INTRODUCTION 

This introduction is not a summary of this Official Statement. It is only a brief description 
of and guide to, and is qualified by, more complete and detailed information contained in the entire 
Official Statement, including the cover page and appendices hereto, and the documents 
summarized or described herein. A full review should be made of the entire Official Statement. 
The offering of the Bonds to potential investors is made only by means of the entire Official 
Statement. 

Capitalized terms used but not defined in this Official Statement have the meanings set 
forth in the Indenture (as defined below). See "APPENDIX C - SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS." 

Authority for Issuance. The bonds captioned above (the "Bonds") are being issued by 
the City of Carmel-by-the-Sea Public Improvement Authority (the "Authority") under a resolution 
adopted by the Board of Directors of the Authority on September 3, 2020, the provisions of Articles 
10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the California Government Code, 
commencing with Sections 53570 and 53580 of said Code (the "Bond Law"), and an Indenture 
of Trust dated as of October 1, 2020 (the "Indenture") between the Authority and MUFG Union 
Bank, N.A., as trustee (the "Trustee"). 

The Authority and the City. The Authority is a joint exercise of powers authority created 
in 1988 by the City of Carmel-by-the-Sea (the "City") and the City's parking authority. The 
Authority was created to provide financial assistance to the City. The Authority is governed by a 
board of directors which consists of the members of the City Council. The City was incorporated 
in 1916 as a general law city in the County of Monterey (the "County"), and had an estimated 
population according to the State Department of Finance as of January 1, 2020 of 3,949. 

Located 120 miles south of San Francisco on the Monterey Peninsula, the City is a one
square-mile, built-out coastal community. In addition to various recreational opportunities afforded 
by its location on the coast, the City is also known for its architecture and dining and shopping 
opportunities, which may be found in the walkable downtown area. In addition to many City 
sponsored events like the City Parade, Sandcastle Contest and Pumpkin Roll, other special 
events also occur throughout the year, including at such venues as the Sunset Cultural Center 
performing arts center and the Forest Theater, an outdoor amphitheater. 
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For additional background on the City, and certain demographic and economic information 
regarding the City and the County, see APPENDIX B. 

Bond Terms; Book-Entry Only. The Bonds will bear interest at the rates shown on the 
inside cover page, payable semiannually on November 1 and May 1 of each year, commencing 
May 1, 2021. The Bonds will be issued in fully registered form, registered in the name of The 
Depository Trust Company ("DTC"), or its nominee, which will act as securities depository for the 
Bonds. Purchasers of the Bonds will not receive certificates representing the Bonds that are 
purchased. See "THE BONDS - Book-Entry Only System" and "APPENDIX F - OTC AND THE 
BOOK-ENTRY ONLY SYSTEM." 

Purpose of the Bonds. The Bonds are being issued to (i) refund, in full, the Authority's 
2010 Refunding Lease Revenue Bonds (the "2010 Bonds"), which are currently outstanding in 
the principal amount of $4,890,000, and (ii) pay the costs of issuing the Bonds. See "FINANCING 
PLAN." 

Security for the Bonds and Pledge of Revenues. Under the Indenture, the Bonds are 
payable from and secured by a first pledge of and lien on "Revenues" (as defined in this Official 
Statement) received by the Authority under the Second Amended and Restated Lease Agreement 
dated as of October 1, 2020 (the "Lease"), between the Authority, as lessor, and the City, as 
lessee, consisting primarily of semi-annual lease payments (the "Lease Payments") made by the 
City under the Lease. The Bonds are also secured by certain funds on deposit under the 
Indenture. See "SECURITY FOR THE BONDS." 

The City and the Authority will enter into a Second Amended and Restated Site Lease 
dated as of October 1, 2020 (the "Site Lease"), under which the City will lease certain real 
property to the Authority, consisting generally of the land and improvements which constitute the 
Sunset Cultural Center located in the City (the "Leased Property"), as further described herein 
under the caption "THE LEASED PROPERTY," in return for a single upfront payment. 
Concurrently, the City and the Authority will enter into the Lease, under which the Authority will 
lease the Leased Property back to the City in return for semi-annual Lease Payments. See 
"SECURITY FOR THE BONDS" and "THE LEASED PROPERTY" below. 

No Reserve Fund. Neither the Authority nor the City will fund a reserve fund for the 
Bonds. 

Redemption. The Bonds are subject to extraordinary mandatory redemption from Net 
Proceeds of insurance in certain circumstances, but not optional redemption, prior to their stated 
maturity dates. See "THE BONDS - Redemption." 

Abatement. The Lease Payments are subject to complete or partial abatement in the 
event and to the extent that there is substantial interference with the City's use and possession 
of the Leased Property or any portion thereof. If the Lease Payments are abated under the Lease, 
the Bond Owners would receive less than the full amount of principal of and interest on the Bonds. 
To the extent proceeds of rental interruption insurance are available, Lease Payments (or a 
portion thereof) may be made from those proceeds during periods of abatement. See 
"SECURITY FOR THE BONDS - Abatement" and "BOND OWNERS' RISKS." 

Risks of Investment. Debt service on the Bonds is payable only from Lease Payments 
and other amounts payable by the City to the Authority under the Lease. The Lease Payments 
are payable from revenues available in the City's general fund, which revenues may be materially 
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adversely affected by numerous factors outside the City's control, including the ongoing COVID-
19 pandemic and the governmental responses to the pandemic. For a discussion of some of the 
risks associated with the purchase of the Bonds, see "BOND OWNERS' RISKS." 

NEITHER THE BONDS, THE OBLIGATION OF THE AUTHORITY TO PAY PRINCIPAL 
OF OR INTEREST THEREON, NOR THE OBLIGATION OF THE CITY TO MAKE THE LEASE 
PAYMENTS, CONSTITUTE A DEBT OR A LIABILITY OF THE CITY, THE STATE OR ANY OF 
ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL 
LIMITATION ON INDEBTEDNESS, OR A PLEDGE OF THE FULL FAITH AND CREDIT OF THE 
CITY. THE BONDS ARE SECURED SOLELY BY THE PLEDGE OF REVENUES AND CERTAIN 
FUNDS HELD UNDER THE INDENTURE. THE BONDS ARE NOT SECURED BY A PLEDGE 
OF THE TAXING POWER OF THE CITY. 

FINANCING PLAN 
General 

The Bonds are being issued to (i) refund, in full, the 2010 Bonds, which are currently 
outstanding in the principal amount of $4,890,000, and (ii) pay the costs of issuing the Bonds. 

The net proceeds of the Bonds will be deposited with MUFG Union Bank, N.A., as trustee 
for the 2010 Bonds and escrow agent (the "Escrow Agent"). Such amount, together with 
amounts held by the Escrow Agent related to the 2010 Bonds, will be sufficient to defease the 
2010 Bonds as of the closing date for the Bonds and pay and redeem the 2010 Bonds on 
November 1, 2020. 

Estimated Sources and Uses 

The estimated sources and uses of funds relating to the Bonds are as follows: 

Sources: 
Principal Amount of Bonds 
Plus: Original Issue Premium 
Plus: Amounts Related to 2010 Bonds 

TOTAL SOURCES 

Uses: 
Refunding 2010 Bonds 
Costs of lssuance(1 l 

TOTAL USES 

$3,895,000.00 
866,901.35 
400,434.46 

$5, 162,335.81 

$4,978,343.75 
183,992.06 

$5, 162,335.81 

(1) Represents funds to be used to pay costs of issuance, which includes Underwriter's discount, legal fees, 
municipal advisor fees, printing costs, rating agency fees and other costs of issuing the Bonds. 
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THE LEASED PROPERTY 

General 

The Leased Property consists of the land and improvements constituting the "Sunset 
Cultural Center," which is located in the City, and has an estimated insured value of $26,445,382 
(which does not include the value of the land). The Sunset Cultural Center is part of the larger 
Sunset Community & Cultural Center complex, which includes (1) the outdoor Forest Theater, (2) 
an activity building (Boy Scout House), and (3) the Sunset Cultural Center. The only portion of 
the Sunset Community & Cultural Center complex that is part of the Leased Property is the Sunset 
Cultural Center. 

The Sunset Cultural Center is the largest single building in the City. The City acquired the 
property in 1964 from the Carmel Unified School District. It is home to musical, dance, and 
theatrical performances, a film festival, and other cultural events. Local artists teach at the center 
and seven rooms are available for rental to groups ranging from 40 to 150 people. The Sunset 
Theater, which is part of the Sunset Cultural Center, seats 718 and is used for performances 
varying from chamber music to dance productions and drama. The theater is cathedral-domed 
with a proscenium stage and lighting and sound facilities. 

In addition to the Sunset Theater, the Sunset Cultural Center includes offices, meeting 
rooms, main and promenade lobbies, an outdoor plaza and terraces. This includes offices 
maintained by the staff of the Sunset Cultural Center, Inc, meeting rooms and permanent offices 
rented to arts organizations, meeting rooms available for City functions, community groups, 
events and conferences and the performing arts theatre. 

The Sunset Cultural Center was renovated in September 2001 through July 2003. Since 
the renovation, Sunset Cultural Center has typically hosted more than 150 main stage events, 
which includes 50 classical music performances each year. Due to the COVID-19 pandemic, 
however, the Sunset Cultural Center has been closed to large group gatherings. For additional 
information on the impact of the COVID-19 pandemic on the City, see "BOND OWNERS' RISKS 
- Dependence on Tourism; COVID-19 Pandemic." 

Substitution and Release 

Substitution of Leased Property. Under the Lease, the City has the option at any time 
and from time to time, to substitute other real property (the "Substitute Property") for the Leased 
Property or any portion thereof (the "Former Property"), upon satisfaction of all of the conditions 
set forth in the Lease, which include (among others) the following: 

• No Event of Default has occurred and is continuing. 

• The City has filed with the Authority and the Trustee, and caused to be recorded in the 
office of the Monterey County Recorder sufficient memorialization of, an amendment 
of the Site Lease and the Lease which removes the Former Property from the Lease 
and the Site Lease and which adds the Substitute Property to the Lease and the Site 
Lease. 

• The City has obtained a CL TA policy of title insurance insuring the City's leasehold 
estate in the Substitute Property, subject only to Permitted Encumbrances, in an 
amount at least equal to the estimated value thereof. 
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• The City has certified in writing to the Authority and the Trustee that the Substitute 
Property serves the municipal purposes of the City and constitutes property which the 
City is permitted to lease under the laws of the State of California. 

• The City and the Authority have filed with the Trustee a written certificate stating that 
(a) based on the estimated value of the Substitute Property, the remaining Lease 
Payments constitute fair rental value for the use and occupancy of the Substitute 
Property, taking into consideration certain factors set forth in the Lease and (b) the 
useful life of the Substitute Property at least extends to November 1, 2042. 

Upon the satisfaction of all the conditions precedent contained in the Lease, the term of 
the Lease will end as to the Former Property and commence as to the Substitute Property, and 
all references to the Former Property will apply with full force and effect to the Substitute Property. 
The City is not entitled to any reduction, diminution, extension or other modification of the Lease 
Payments whatsoever as a result of any substitution of property under the Lease. 

Release of Leased Property. Under the Lease, the City has the option at any time and 
from time to time to release any portion of the Leased Property from the Lease and the Site Lease 
(the "Released Property") provided that the City has satisfied all of the requirements under the 
Lease that are conditions precedent to such removal, which include (among others) the following: 

• No Event of Default has occurred and is continuing. 

• The City has filed with the Authority and the Trustee, and caused to be recorded in the 
office of the Monterey County Recorder sufficient memorialization of, an amendment 
of the Lease and the Site Lease that removes the Released Property from the Site 
Lease and the Lease. 

• The City and the Authority have filed with the Trustee a written certificate stating that 
based on the estimated value of the property which remains subject to the Lease 
following such release, the remaining Lease Payments constitute fair rental value for 
the use and occupancy of such property, taking into consideration certain factors set 
forth in the Lease. 

Upon the satisfaction of all the conditions precedent set forth in the Lease, the term of the 
Lease will end as to the Released Property. The City is not entitled to any reduction, diminution, 
extension or other modification of the Lease Payments whatsoever as a result of such release. 

In addition to the substitution and release provisions described above, the City may amend 
the Lease to obligate the City to pay additional amounts of rental for the use and occupancy of 
the Leased Property and pledge such amounts to other bonds or obligations under certain 
circumstances. Any such additional amounts of rental will not constitute "Revenues" which are 
pledged to the payment and security of the Bonds. See "SECURITY FOR THE BONDS - No 
Additional Bonds; Other Financings Using Leased Property." 
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DEBT SERVICE SCHEDULE 

The table below shows annual debt service payments on the Bonds. 

Year Ending Total 
Nov.1 Principal Interest Debt Service 
2021 $160, 127.78 $160, 127.78 

2022 155,800.00 155,800.00 
2023 $355,000 155,800.00 510,800.00 
2024 375,000 141,600.00 516,600.00 
2025 380,000 126,600.00 506,600.00 
2026 405,000 111,400.00 516,400.00 

2027 425,000 95,200.00 520,200.00 

2028 440,000 78,200.00 518,200.00 

2029 455,000 60,600.00 515,600.00 

2030 475,000 42,400.00 517,400.00 

2031 480,000 23,400.00 503,400.00 

2032 105,000 4,200.00 109,200.00 
Total: $3,895,000 $1, 155,327.78 $5,050,327.78 
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THE BONDS 

This section provides summaries of the Bonds and certain provisions of the Indenture. 
See APPENDIX C for a more complete summary of the Indenture. Capitalized terms used but 
not defined in this section have the meanings given in APPENDIX C. 

Authority for Issuance 

The Bonds are being issued under the Bond Law, the Indenture, and a Resolution adopted 
by the Board of Directors of the Authority on September 3, 2020. The City Council of the City 
adopted its resolution on September 3, 2020, approving the issuance of the Bonds, the execution 
and delivery of the Site Lease and the Lease and other related matters. 

General Provisions 

Bond Terms. The Bonds will be dated their date of delivery and issued in fully registered 
form without coupons in denominations of $5,000 or any integral multiple of $5,000. The Bonds 
will mature in the amounts and on the dates, and bear interest at the annual rates, set forth on 
the inside cover page of this Official Statement. 

Payments of Principal and Interest. Interest on the Bonds will be payable on May 1 and 
November 1 in each year, commencing May 1, 2021 (each an "Interest Payment Date"). Interest 
on the Bonds is payable from the Interest Payment Date next preceding the date of its 
authentication unless: a Bond is authenticated on or before an Interest Payment Date and after 
the close of business on the preceding Record Date, in which event it will bear interest from such 
Interest Payment Date, a Bond is authenticated on or before the first Record Date, in which event 
interest thereon will be payable from the Closing Date, or interest on any Bond is in default as of 
the date of authentication thereof, in which event interest thereon will be payable from the date to 
which interest has been paid in full, payable on each Interest Payment Date. 

Interest is payable on each Interest Payment Date to the persons in whose names the 
ownership of the Bonds is registered on the Registration Books at the close of business on the 
immediately preceding Record Date, except as provided below. Interest on any Bond which is 
not punctually paid or duly provided for on any Interest Payment Date is payable to the person in 
whose name the ownership of such Bond is registered on the Registration Books at the close of 
business on a special record date for the payment of such defaulted interest to be fixed by the 
Trustee, notice of which is given to such Owner by first-class mail not less than 10 days prior to 
such special record date. 

The Trustee will pay interest on the Bonds by check of the Trustee mailed by first class 
mail, postage prepaid, on each Interest Payment Date to the Owners of the Bonds at their 
respective addresses shown on the Registration Books as of the close of business on the 
preceding Record Date. At the written request of the Owner of Bonds in an aggregate principal 
amount of at least $1,000,000, which written request is on file with the Trustee as of any Record 
Date, the Trustee will pay interest on such Bonds on each succeeding Interest Payment Date by 
wire transfer in immediately available funds to such account of a financial institution within the 
United States of America as specified in such written request, which written request will remain in 
effect until rescinded in writing by the Owner. The Trustee will pay principal of the Bonds in lawful 
money of the United States of America by check of the Trustee upon presentation and surrender 
thereof at the Office of the Trustee. 
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While the Bonds are subject to the book-entry system, the principal, interest and any 
redemption premium with respect to the Bonds will be paid by the Trustee to OTC for subsequent 
disbursement to beneficial owners of the Bonds. See "- Book-Entry Only System" below. 

Record Date. Under the Indenture, "Record Date" means, with respect to any Interest 
Payment Date, the 15th calendar day of the month preceding such Interest Payment Date, 
whether or not such day is a Business Day. 

Transfer, Registration and Exchange 

The following provisions regarding the exchange and transfer of the Bonds apply only 
during any period in which the Bonds are not subject to DTC's book-entry system. While the 
Bonds are subject to DTC's book-entry system, their exchange and transfer will be effected 
through OTC and the Participants and will be subject to the procedures, rules and requirements 
established by OTC. See "APPENDIX F - OTC AND THE BOOK-ENTRY ONLY SYSTEM. " 

Bond Register. The Trustee will keep or cause to be kept, at the Office of the Trustee, 
sufficient records for the registration and transfer of ownership of the Bonds, which shall upon 
reasonable notice as agreed to by the Trustee, be open to inspection during regular business 
hours by the Authority; and, upon presentation for such purpose, the Trustee shall, under such 
reasonable regulations as it may prescribe, register or transfer or cause to be registered or 
transferred, on such records, the ownership of the Bonds as hereinbefore provided. 

Transfer and Exchange. Any Bond may, in accordance with its terms, be transferred, 
upon the Registration Books, by the person in whose name it is registered, in person or by a duly 
authorized attorney of such person, upon surrender of such Bond to the Trustee at its Office for 
cancellation, accompanied by delivery of a written instrument of transfer in a form acceptable to 
the Trustee, duly executed. The Trustee shall collect any tax or other governmental charge on 
the transfer of any Bonds under the Indenture. Whenever any Bond or Bonds shall be 
surrendered for transfer, the Authority shall execute and the Trustee shall authenticate and deliver 
to the transferee a new Bond or Bonds of like series, interest rate, maturity and aggregate principal 
amount. The Authority shall pay the cost of any services rendered or expenses incurred by the 
Trustee in connection with any transfer of Bonds. Prior to any transfer of the Bonds outside the 
book-entry system (including, but not limited to, the initial transfer outside the book-entry system) 
the transferor shall provide or cause to be provided to the Trustee all information necessary to 
allow the Trustee to comply with any applicable tax reporting obligations, including without 
limitation any cost basis report obligations under Section 6045 of the Tax Code. The Trustee 
shall conclusively rely on the information provided to it and shall have no responsibility to verify 
or ensure the accuracy of such information. 

The Bonds may be exchanged at the Office of the Trustee for a like aggregate principal 
amount of Bonds of other authorized denominations and of the same series, interest rate and 
maturity. The Trustee shall collect any tax or other governmental charge on the exchange of any 
Bonds. The Authority shall pay the cost of printing Bonds and any services rendered or expenses 
incurred by the Trustee in connection with any exchange of Bonds. 

The Trustee may refuse to transfer or exchange any Bonds selected by the Trustee for 
redemption under the Indenture, or any Bonds during the period established by the Trustee for 
the selection of Bonds for redemption. 
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Redemption 

No Optional Redemption. The Bonds are not subject to redemption at the option of the 
City prior to maturity. 

Extraordinary Mandatory Redemption. The Bonds are subject to redemption as a 
whole, or in part by lot on a pro rata basis among maturities, on any date, from any Net Proceeds 
required to be used for such purpose as provided in the Indenture, at a redemption price equal to 
100% of the principal amount thereof plus interest accrued thereon to the date fixed for 
redemption, without premium. 

Selection of Bonds for Redemption. Whenever provision is made in the Indenture for 
the redemption of less than all of the Bonds of a single maturity, the Trustee shall select the Bonds 
of that maturity to be redeemed by lot in any manner which the Trustee in its sole discretion deems 
appropriate. For purposes of such selection, the Trustee shall treat each Bond as consisting of 
separate $5,000 portions and each such portion shall be subject to redemption as if such portion 
were a separate Bond. 

Notice of Redemption. The Trustee will mail notice of redemption of the Bonds by first 
class mail, postage prepaid, not less than 20 nor more than 60 days before any redemption date, 
to the respective Owners of any Bonds designated for redemption at their addresses appearing 
on the Registration Books and to one or more Securities Depositories and to the Information 
Services. 

Each notice of redemption shall state the date of the notice, the redemption date, the place 
or places of redemption, whether less than all of the Bonds (or all Bonds of a single maturity) are 
to be redeemed, the CUSIP numbers and (in the event that not all Bonds within a maturity are 
called for redemption) Bond numbers of the Bonds to be redeemed and the maturity or maturities 
of the Bonds to be redeemed, and in the case of Bonds to be redeemed in part only, the respective 
portions of the principal amount thereof to be redeemed. Each such notice shall also state that 
on the redemption date there will become due and payable on each of said Bonds the redemption 
price thereof, and that from and after such redemption date interest thereon shall cease to accrue, 
and shall require that such Bonds be then surrendered. 

Neither the failure to receive any notice nor any defect therein shall affect the sufficiency 
of the proceedings for such redemption or the cessation of accrual of interest from and after the 
redemption date. Notice of redemption of Bonds shall be given by the Trustee, at the expense of 
the Authority, for and on behalf of the Authority. 

However, while the Bonds are subject to OTC's book-entry system, the Trustee will be 
required to give notice of redemption only to OTC as provided in the letter of representations 
executed by the Authority and received and accepted by OTC. OTC and the Participants will have 
sole responsibility for providing any such notice of redemption to the beneficial owners of the 
Bonds to be redeemed. Any failure of OTC to notify any Participant, or any failure of Participants 
to notify the Beneficial Owner of any Bonds to be redeemed, of a notice of redemption or its 
content or effect will not affect the validity of the notice of redemption, or alter the effect of 
redemption set forth in the Indenture. 

Effect of Redemption. Notice of redemption having been duly given as aforesaid, and 
moneys for payment of the redemption price of, together with interest accrued to the date fixed 
for redemption on the Bonds (or portions thereof) so called for redemption being held by the 
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Trustee, on the redemption date designated in such notice, the Bonds (or portions thereof) so 
called for redemption shall become due and payable, interest on the Bonds so called for 
redemption shall cease to accrue, said Bonds (or portions thereof) shall cease to be entitled to 
any benefit or security under the Indenture, and the Owners of said Bonds shall have no rights in 
respect thereof except to receive payment of the redemption price thereof. 

Book-Entry Only System 

The Bonds will be issued as fully registered bonds in book-entry only form, registered in 
the name of Cede & Co. as nominee of OTC, and will be available to ultimate purchasers in the 
denomination of $5,000 or any integral multiple of $5,000, under the book-entry system 
maintained by OTC. While the Bonds are subject to the book-entry system, the principal, interest 
and any redemption premium with respect to a Bond will be paid by the Trustee to OTC, which in 
turn is obligated to remit such payment to its OTC Participants for subsequent disbursement to 
Beneficial Owners of the Bonds. Purchasers of the Bonds will not receive certificates representing 
their interests therein, which will be held at OTC. 

See "APPENDIX F - OTC AND THE BOOK-ENTRY ONLY SYSTEM" for further 
information regarding OTC and the book-entry system. 

SECURITY FOR THE BONDS 

The Bonds are a limited obligation of the Authority payable only from the Revenues and 
other amounts pledged under the Indenture. The principal of and interest on the Bonds are not a 
debt of the City, nor a legal or equitable pledge, charge, lien or encumbrance, upon any of its 

property, or upon any of its income, receipts, or revenues. 

This section provides summaries of the security for the Bonds and certain provisions of 
the Indenture, the Lease and the Site Lease. See "APPENDIX C - Summary of Principal Legal 
Documents" for a more complete summary of the Indenture, the Lease and the Site Lease. 
Capitalized terms used but not defined in this section have the meanings given in APPENDIX C. 

Revenues; Pledge of Revenues 

Pledge of Revenues and Other Amounts. Under the Indenture, subject only to the 
provisions of the Indenture permitting the application thereof for the purposes and on the terms 
and conditions set forth therein, all of the Revenues and all amounts (including proceeds of the 
sale of the Bonds) held in any fund or account established under the Indenture are pledged to 
secure the payment of the principal of and interest on the Bonds in accordance with their terms 
and the provisions of the Indenture. This pledge constitutes a lien on and security interest in the 
Revenues and such amounts and will attach, be perfected and be valid and binding from and after 
the Closing Date, without the need for any physical delivery thereof or further act. 

Definition of Revenues. "Revenues" are defined in the Indenture as follows: 

(a) all amounts received by the Authority or the Trustee under or with respect to the 
Lease, including, without limiting the generality of the foregoing, all of the Lease 
Payments (including both timely and delinquent payments, any late charges, and 
whether paid from any source), but excluding any additional amounts of rental which 
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the City may agree to pay to the Authority in connection with the issuance of 
additional obligations of the City; and 

(b) all interest, profits or other income derived from the investment of amounts in any 
fund or account established under the Indenture. 

Assignment to Trustee 

Under the Assignment Agreement, the Authority transfers to the Trustee all of the rights 
of the Authority in the Lease (other than the rights of the Authority under the provisions of the 
Lease regarding Additional Rental Payments, repayment of advances, indemnification, and the 
payment of attorneys' fees). The Trustee is entitled to collect and receive all of the Revenues, 
and any Revenues collected or received by the Authority will be deemed to be held, and to have 
been collected or received, by the Authority as the agent of the Trustee and will immediately be 
paid by the Authority to the Trustee. The Trustee is also entitled to and will, subject to the 
provisions of the Indenture regarding duties of the Trustee, take all steps, actions and proceedings 
which the Trustee determines to be reasonably necessary in its judgment to enforce, either jointly 
with the Authority or separately, all of the rights of the Authority and all of the obligations of the 
City under the Lease. 

Allocation of Funds by Trustee 

Deposit of Revenues into Bond Fund. All Revenues shall be promptly deposited by the 
Trustee upon receipt thereof in a special fund designated as the "Bond Fund" which the Trustee 
shall establish, maintain and hold in trust; except that all moneys received by the Trustee and 
required under the Indenture or under the Lease to be deposited in the Redemption Fund or the 
Insurance and Condemnation Fund shall be promptly deposited in such funds. All Revenues 
deposited with the Trustee shall be held, disbursed, allocated and applied by the Trustee only as 
provided in the Indenture. Any surplus remaining in the Bond Fund, after payment in full of (i) the 
principal of and interest on the Bonds or provision therefore under the Indenture, and (ii) any 
applicable fees and expenses to the Trustee, shall be withdrawn by the Trustee and remitted to 
the City. 

Transfers from the Bond Fund. On or before each Interest Payment Date, the Trustee 
will transfer from the Bond Fund and deposit into the following respective accounts (each of which 
the Trustee will establish and maintain within the Bond Fund), the following amounts in the 
following order of priority: 

Deposit to Interest Account. The Trustee will deposit in the Interest Account an 
amount required to cause the aggregate amount on deposit in the Interest Account to be 
at least equal to the amount of interest becoming due and payable on such Interest 
Payment Date on all Bonds then Outstanding. 

Deposit to Principal Account. The Trustee will deposit in the Principal Account an 
amount required to cause the aggregate amount on deposit in the Principal Account to 
equal the principal amount of the Bonds coming due and payable on such Interest 
Payment Date, including the principal amount of any Term Bonds which are subject to 
mandatory sinking fund redemption on such Interest Payment Date. 

-11-



Application of Accounts within Bond Fund. 

Application of Interest Account. All amounts in the Interest Account will be used 
and withdrawn by the Trustee solely for the purpose of paying interest on the Bonds as it 
comes due and payable (including accrued interest on any Bonds purchased or redeemed 
prior to maturity). 

Application of Principal Account. All amounts in the Principal Account will be used 
and withdrawn by the Trustee solely to pay the principal amount of the Bonds (including 
the principal amount of Term Bonds which are subject to mandatory sinking fund 
redemption under the Indenture). 

Application of Redemption Fund. The Trustee shall establish and maintain the 
Redemption Fund, into which the Trustee shall deposit a portion of the Revenues received, in 
accordance with a Written Request of the Authority, amounts in which shall be used and 
withdrawn by the Trustee solely for the purpose of paying the principal of any Bonds to be 
redeemed pursuant to the extraordinary mandatory redemption provisions of the Indenture. 

Lease Payments 

Requirement to Make Lease Payments. Under the Lease, subject to the provisions of 
the Lease concerning rental abatement (see - "Abatement," below) and prepayment of Lease 
Payments, the City agrees to pay to the Authority, its successors and assigns, the Lease 
Payments in the respective amounts specified in the Lease, to be due and payable in immediately 
available funds on the Interest Payment Dates immediately following each of the respective Lease 
Payment Dates specified in the Lease, and to be deposited by the City with the Trustee on each 
of the Lease Payment Dates specified in the Lease (defined as the 5th Business Day immediately 
preceding each Interest Payment Date). 

Any amount held in the Bond Fund, the Interest Account and the Principal Account on any 
Lease Payment Date (other than amounts resulting from the prepayment of the Lease Payments 
in part but not in whole under the Lease, and amounts required for payment of past due principal 
or interest on any Bonds not presented for payment) will be credited towards the Lease Payment 
then required to be paid hereunder. 

The City is not required to deposit any Lease Payment with the Trustee on any Lease 
Payment Date if the amounts then held in the Bond Fund, the Interest Account and the Principal 
Account are at least equal to the Lease Payment then required to be deposited with the Trustee. 

Rate on Overdue Lease Payments. If the City fails to make any of the payments of 
Lease Payments required in the Lease, the payment in default will continue as an obligation of 
the City until the amount in default has been fully paid, and the City agrees to pay the same with 
interest thereon, from the date of default to the date of payment at the highest rate of interest on 
any Outstanding Bond. 

Fair Rental Value. The aggregate amount of the Lease Payments and Additional Rental 
Payments coming due and payable during each Rental Period constitute the total rental for the 
Leased Property for such Rental Period, and are payable by the City in each Rental Period for 
and in consideration of the right of the use and occupancy of, and the continued quiet use and 
enjoyment of the Leased Property during each Rental Period. The Authority and the City have 
agreed and determined that the total Lease Payments represent the fair rental value of the Leased 
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Property. In making that determination, consideration has been given to the estimated value of 
the Leased Property, other obligations of the City and the Authority under the Lease, the uses 
and purposes which may be served by the Leased Property and the benefits therefrom which will 
accrue to the City and the general public. 

Additional Rental Payments. In addition to the Lease Payments, the City shall pay when 
due the following amounts of Additional Rental Payments in consideration of the lease of the 
Leased Property by the City from the Authority: 

(a) all fees and expenses incurred by the Authority in connection with or by reason of 
its leasehold estate in the Leased Property, when due; 

(b) compensation to the Trustee for its services rendered under the Indenture and for 
all reasonable expenses, charges, costs, liabilities, legal fees and other 
disbursements incurred in and about the performance of its powers and duties under 
the Indenture; 

(c) all fees and expenses of such accountants, consultants, attorneys and other experts 
as may be engaged by the Authority or the Trustee to prepare audits, financial 
statements, reports, opinions or provide such other services required under the 
Lease or the Indenture; 

(d) all amounts coming due and payable as Excess Investment Earnings in accordance 
with the Lease; and 

(e) all out-of-pocket expenses of the Authority in connection with the execution and 
delivery of the Lease or the Indenture, or in connection with the issuance of the 
Bonds, including but not limited to any and all expenses incurred in connection with 
the authorization, sale and delivery of the Bonds, or incurred by the Authority in 
connection with any litigation which may at any time be instituted involving the Lease, 
the Bonds, the Indenture or any of the other documents contemplated thereby, or 
otherwise incurred in connection with the administration of the Lease. 

Limited Obligation 

THE OBLIGATION OF THE CITY TO MAKE THE LEASE PAYMENTS DOES NOT 
CONSTITUTE A DEBT OF THE CITY, THE AUTHORITY OR THE STATE OR OF ANY 
POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR 
STATUTORY DEBT LIMIT OR RESTRICTION, AND DOES NOT CONSTITUTE AN 
OBLIGATION FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF 
TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM OF 
TAXATION. 

No Additional Bonds; Other Financings Using Leased Property 

The Authority covenants in the Indenture that no additional bonds, notes or other 
indebtedness shall be issued or incurred which are payable out of the Revenues in whole or in 
part. However, the City and the Authority may amend the Lease to obligate the City to pay 
additional amounts of rental for the use and occupancy of the Leased Property, but only if: 
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• such additional rent payments are pledged or assigned for the payment of any bonds, 
notes or other obligations the proceeds of which are applied to finance or refinance 
the acquisition or construction of any real or personal property for which the City is 
authorized to expend funds subject to its control, 

• the City has filed with the Trustee a Written Certificate of the City stating that the 
estimated value of the Leased Property is, or following the completion of the 
acquisition and construction of any improvements to be financed from the proceeds of 
such bonds, notes or other obligations will be, at least equal to the aggregate original 
principal amount of the Bonds and all such other bonds, notes or other obligations, 
and 

• the City has filed with the Trustee written evidence that such amendments to the Lease 
will not of themselves cause a reduction or withdrawal of any rating then assigned to 
the Bonds. 

Source of Lease Payments; Covenant to Budget and Appropriate 

The Lease Payments are payable from any source of available funds of the City, subject 
to the provisions of the Lease regarding abatement. See "- Abatement" herein. 

Under the Lease, the City covenants to take all actions required to include the Lease 
Payments in each of its budgets during the Term of the Lease and to make the necessary 
appropriations for all Lease Payments and Additional Rental Payments. This covenant of the City 
constitutes a duty imposed by law and each and every public official of the City is required to take 
all actions required by law in the performance of the official duty of such officials to enable the 
City to carry out and perform the covenants and agreements in the Lease agreed to be carried 
out and performed by the City. 

Abatement 

Termination or Abatement Due to Eminent Domain. Under the Lease, if the Leased 
Property is taken permanently under the power of eminent domain or sold to a government 
threatening to exercise the power of eminent domain, the Term of the Lease thereupon ceases 
as of the day possession is taken. If less than all of the Leased Property is taken permanently, 
or if the Leased Property is taken temporarily, under the power of eminent domain, then: 

(a) the Lease will continue in full force and effect with respect thereto and does 
not terminate by virtue of such taking, and the parties waive the benefit of 
any law to the contrary; and 

(b) the Lease Payments are subject to abatement in an amount determined by 
the City such that the resulting Lease Payments represent fair consideration 
for the use and occupancy of the remaining usable portions of the Leased 
Property. 

Abatement Due to Damage or Destruction. The Lease Payments are subject to 
abatement during any period in which by reason of damage or destruction (other than by eminent 
domain as described above) there is substantial interference with the use and occupancy by the 
City of the Leased Property or any portion thereof. 
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The Lease Payments are subject to abatement in an amount determined by the City such 
that the resulting Lease Payments represent fair consideration for the use and occupancy of the 
remaining usable portions of the Leased Property not damaged or destroyed. Such abatement 
will continue for the period commencing with such damage or destruction and ending with the 
substantial completion of the work of repair or reconstruction. 

Notwithstanding the foregoing, the Lease Payments may be paid with proceeds of rental 
interruption insurance during any period in which the Lease Payments would otherwise be subject 
to abatement, it being declared that such proceeds constitute a special fund for the payment of 
the Lease Payments. In the event of any such damage or destruction, the Lease continues in full 
force and effect and the City waives any right to terminate the Lease by virtue of any such damage 
and destruction. 

Property Insurance 

Liability and Property Damage Insurance. Under the Lease, the City is required to 
maintain or cause to be maintained throughout the Term of the Lease, but only if and to the extent 
available from reputable insurers at reasonable cost in the reasonable opinion of the City, a 
standard commercial general liability insurance policy or policies in protection of the Authority, the 
City, and their respective members, officers, agents, employees and assigns. 

Such policy or policies must provide for indemnification of said parties against direct or 
contingent loss or liability for damages for bodily and personal injury, death or property damage 
occasioned by reason of the operation of the Leased Property. Such policy or policies must 
provide coverage in such liability limits and be subject to such deductibles as the City deems 
adequate and prudent. 

Such insurance may be maintained as part of or in conjunction with any other insurance 
coverage carried by the City, and may be maintained in whole or in part in the form of self
insurance by the City, subject to the provisions of the Lease regarding self-insurance, or in the 
form of the participation by the City in a joint powers agency or other program providing pooled 
insurance. The proceeds of such liability insurance must be applied toward extinguishment or 
satisfaction of the liability with respect to which paid. 

Casualty Insurance. Under the Lease, the City is required to procure and maintain, or 
cause to be procured and maintained, throughout the Term of the Lease, casualty insurance 
against loss or damage to all buildings situated on the Leased Property, in an amount at least 
equal to the lesser of (a) 100% of the replacement value of the insured buildings, or (b) 100% of 
the aggregate principal amount of the Outstanding Bonds. 

Such insurance must, as nearly as practicable, cover loss or damage by explosion, 
windstorm, riot, aircraft, vehicle damage, fire and such other hazards as are normally covered by 
such insurance, and must include earthquake insurance if available at reasonable cost from 
reputable insurers in the judgment of the City. Such insurance may be subject to such deductibles 
as the City deems adequate and prudent. 

Such insurance may be maintained as part of or in conjunction with any other insurance 
coverage carried by the City, and may be maintained in whole or in part in the form of the 
participation by the City in a joint powers agency or other program providing pooled insurance; 
provided that such insurance may not be maintained by the City in the form of self-insurance. The 
Net Proceeds of such insurance must be applied as provided in the Lease. 
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Rental Interruption Insurance. Under the Lease, the City is required to procure and 
maintain, or cause to be procured and maintained, throughout the Term of the Lease, rental 
interruption or use and occupancy insurance to cover loss, total or partial, of the use of any portion 
of the Leased Property constituting buildings or other improvements as a result of any of the 
hazards covered in the casualty insurance requirements described above, in an amount at least 
equal to the maximum such Lease Payments coming due and payable during any consecutive 
two Fiscal Years. 

Such insurance may be maintained as part of or in conjunction with any other insurance 
coverage carried by the City, and may be maintained in whole or in part in the form of the 
participation by the City in a joint powers agency or other program providing pooled insurance; 
provided that such insurance may not be maintained by the City in the form of self-insurance. The 
Net Proceeds of such insurance, if any, must be paid to the Trustee and deposited in the Bond 
Fund, to be applied as a credit towards the payment of the Lease Payments allocable to the 
insured improvements as they become due and payable. 

Insurance Net Proceeds; Form of Policies. Each policy of casualty insurance, rental 
interruption insurance and title insurance maintained under the Lease must name the Trustee as 
loss payee so as to provide that all proceeds thereunder are payable to the Trustee. The City 
shall pay or cause to be paid when due the premiums for all insurance policies required by the 
Lease. All such policies shall provide that the Trustee is given 30 days' notice of each expiration, 
any intended cancellation thereof or reduction of the coverage provided thereby. 

The City must file with the Trustee annually, within 90 days following the close of each 
Fiscal Year, a certificate of the City stating that all policies of insurance required under the Lease 
are then in full force and effect. The Trustee has no responsibility for the sufficiency, adequacy 
or amount of any insurance or self-insurance herein required and is fully protected in accepting 
payment on account of such insurance or any adjustment, compromise or settlement of any loss. 

If any liability and property damage insurance maintained under the Lease is provided in 
the form of self-insurance, the City must file with the Trustee annually, within 90 days following 
the close of each Fiscal Year, a statement of the risk manager of the City or an independent 
insurance adviser engaged by the City identifying the extent of such self-insurance and stating 
the determination that the City maintains sufficient reserves with respect thereto. If any such 
insurance is provided in the form of self-insurance by the City, the City has no obligation to make 
any payment with respect to any insured event except from those reserves. 

THE AUTHORITY 

The Authority is a joint exercise of powers authority created in 1988 by the City and the 
City's parking authority. The Authority was created to provide financial assistance to the City. 
The Authority is governed by the Board of Directors to provide financial assistance to the City. 
The Joint Exercise of Powers Agreement was entered into under Article 1 (commencing with 
Section 6500) of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of 
California. The Authority is a separate entity constituting a public instrumentality of the State of 
California. 
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THE CITY 

General 

The City is located in the County, and had an estimated population according to the State 
Department of Finance as of January 1, 2020 of 3,949. The City is a general law city and operates 
under a council-administrator form of government, with a five-member city council elected at large 
for overlapping four-year terms. 

Located 120 miles south of San Francisco on the Monterey Peninsula, the City is a one
square-mile, built-out coastal community known for its natural beauty, including a white sand 
beach, urban forest of over 9,000 public trees comprised of Monterey pines, live oaks, and 
Monterey cypress and natural parklands. In addition to recreational opportunities afforded by such 
scenery, the City is also known for its architecture and dining and shopping opportunities, which 
may be found in the walkable downtown area. In addition to many City sponsored events like the 
City Parade, Sandcastle Contest and Pumpkin Roll, other special events also occur throughout 
the year and cultural activities abound, including at such venues as the Sunset Cultural Center 
performing arts center and the Forest Theater, an outdoor amphitheater. 

For additional background on the City, and certain demographic and economic information 
regarding the City and the County, see APPENDIX B. 

City Government 

All legislative power is held by the publicly elected, five-member City Council which 
consists of the Mayor and four Councilmembers. The Mayor serves a two-year term while Council 
members serve overlapping four-year terms, with municipal elections occurring in November of 
each even numbered year. The City Council appoints the City Administrator and the City Attorney. 

The City provides administrative, police, ambulance, planning/building code, 
sidewalk/streets and parks service. Fire service is provided through a contract with the City of 
Monterey; water service is provided by the private utility California American Water Co.; and sewer 
service is provided by the Carmel Area Wastewater District. 

The current members of the City Council are as follows: 

Name and Office 

Dave Potter, Mayor 
Bobby Richards, Mayor Pro Tern 
Jeff Baron, Council Member 
Jan Reimers, Council Member 
Carrie Theis, Council Member 

Current Term Expires 

November 2020 
November 2020 
November 2022 
November 2020 
November 2022 

The City Administrator is responsible for the day-to-day administration of City business 
and the coordination of all City departments, including finance. Chip Rerig is the current City 
Administrator, and Sharon Friedrichsen is the current Director of Budget and Contracts. A brief 
biography of each of Mr. Rerig and Ms. Friedrichsen follows. 
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Chip Rerig, City Administrator. Mr. Rerig has been the City Administrator since 2016. 
Immediately prior to that, he was chief of planning, engineering and environmental compliance 
for the City of Monterey. He was with the City of Monterey for approximately 14 years. Before 
his time at the City of Monterey, Mr. Rerig was formerly the planning director for the City, having 
begun his career in the City's planning department right out of graduate school. He is a graduate 
of California Polytechnic State University-San Luis Obispo. 

Sharon Friedrichsen, Director of Budget and Contracts. Ms. Friedrichsen has been with 
the City since 2013. Before assuming her current role, she was the Public Works Director for the 
City. She also has worked for the City and County of San Francisco and the County of Santa 
Barbara, before joining Carmel. She has a Master's in Public Administration (MPA) degree from 
Syracuse University and an MA in International Relations. 

CITY FINANCIAL INFORMATION 

Budgetary Process and Administration 

Fund-Based Accounting. The accounts of the City are organized on the basis of funds. 
A fund is an independent fiscal and accounting entity with a self-balanced set of accounts. The 
minimum number of funds is maintained consistent with legal and managerial requirements. 
Annually appropriated budgets are legally adopted on a budgetary basis for the governmental 
fund types (General Fund, Special Revenue Fund, Debt Service Fund, and Capital Project Fund) 
and are controlled on a fund and departmental level. These funds are used to account for most 
of the City's general government activities. Governmental fund types use the flow of current 
financial resources measurement focus and the modified-accrual basis of accounting and 
budgeting. Expenditures are recognized as encumbrances when a commitment is made. 
Unencumbered appropriations lapse at year-end. 

Annual Budget Adoption. The goal of the City Administrator is to present a balanced 
budget to the City Council for review and adoption. A balanced budget is a budget in which 
sources meet or exceed uses. Available funding sources shall be at least equal to recommended 
appropriations. As a general rule, the year-end undesignated General Fund balance should not 
be used to fund ongoing operations. 

As set in the Carmel Municipal Code prior to the beginning of each Fiscal Year, the City 
Council shall adopt a budget for expenditures and anticipated revenues. On or before February 
15th of each year, the City Administrator will present to the City Council a proposed budget 
schedule. The City Administrator prepares and submits to the City Council a proposed operating 
and capital budget for the forthcoming Fiscal Year. The City Council is required to adopt the 
budget by July 1st. 

Budget Transfers. The City Administrator has the right to approve the transfer of 
appropriations within a departmental budget; however, no additional positions may be created 
without the authorization of the City Council. All transfers of appropriations between departments 
or in regards to capital items or projects must be approved by the City Council. The City 
Administrator is charged with the responsibility of controlling the expenditures for all departments 
in accordance with the approved budget. A report on current year revenues, expenditures and 
fund balances must be maintained. 
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Financial Policies 

General. The City has financial policies that provide City Council direction to allow staff 
to provide sound fiscal planning and continued management of fiscal integrity. The financial 
policies are divided into five categories: 

• Capital Budget Policies, 

• Operating Management Policies, 

• Fund Balance Policy, 

• Debt Policies, and 

• Investment Policies. 

The financial policies that are adopted by the City Council with review every two years 
during the budget development process. The financial policies help ensure that the City maintains 
a healthy financial foundation into the future. A description of each of these types of policies 
follows. 

Capital Budget Policies. The City develops an annual five-year plan for capital 
improvements; it includes project design, development, implementation, and operating and 
maintenance costs. Each project in the Capital Improvement Plan ("CIP") shows the estimated 
capital and on-going maintenance costs, known and potential funding sources and a 
design/development schedule. As used in the GIP, projects include land acquisition, buildings and 
facilities construction; these projects do not have a cost threshold. A capital outlay (fixed asset) 
purchase is any single item or piece of equipment that costs more than $10,000 and has an 
expected useful life exceeding one year. The development of the Capital Improvement Plan is 
coordinated with the development of the operating budget. The GIP is a planning document; the 
City Council appropriates funding for capital projects in the annual operating budget. Costs for 
professional services needed to implement the GIP are to be included in the appropriate year's 
operating budget. 

Pursuant to City policy, capital expenditures shall be effectively planned and controlled. 
Guidelines for capital expenditures include, for example: 

• The level of capital improvement expenditures, excluding road maintenance 
program expenditures and lease payments, is established at 3.5% of total 
revenues. 

• At least 10% of the unrestricted funds designated for capital project expenditures 
shall be set aside for unanticipated expenditures. 

• Capital projects that are not encumbered or completed during the Fiscal Year are 
required to be re-budgeted to the next Fiscal Year and subsequently approved by 
the City Council. All re-budgeted capital projects should be so noted in the 
proposed budget. 
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Operating Management Policies. The City's operating management policies provide the 
operating revenues shall exceed operating expenditures. Guidelines for operating expenditures 
include, for example: 

• The annual operating budget shall contain a current surplus (or "revenue buffer") 
of at least 5% of projected expenditures. 

• An appropriated City Discretionary Account of at least 0.5% of total projected 
General Fund expenditures shall be maintained. 

• The City's fees and charges for services shall be adjusted annually, based upon 
the San Francisco-Oakland Consumer Price Index 

Fund Balance Policy. The Fund Balance Policy is designed to develop standards for 
setting reserve levels for various, significant City funds. Adequate fund balance and reserve levels 
are a necessary component of the City's overall financial management strategy and a key factor 
in external agencies' measurement of the City's financial strength. The City shall maintain 
reserves at a prudent level, and shall use reserves appropriately with a focus on contributing to 
the reserves in good times and drawing on the reserves in times of difficult budget periods to 
maintain a consistent level of service and quality operations. Use of reserves are to supplement 
the annual budget. Guidelines for the Fund Balance Policy include, for example: 

• General Fund and Hostelry Fund reserves shall be maintained at no less than 10% 
of their annual projected revenues. (The Hostelry Fund is used to account for the 
TOT and is intended to fund the portion of the municipal budget covering 
community and cultural and recreation activities including but not limited to Sunset 
Cultural Center and the Forest Theater, parks, public facilities and municipal 
structures, and parking lots.) 

• The City shall maintain prudent reserves for identified liabilities, such as a Vehicle 
Replacement reserve and a Technology Equipment reserve. 

• A general capital reserve fund will be maintained with a targeted balance of 20% 
of the estimated total 5-year capital improvement plan project expenditure. Net 
proceeds from the sale of City owned property will be dedicated to the general 
capital reserve. Funds in the general capital reserve will be allocated through the 
budget process for capital projects. 

Debt Policies. The City considers the use of debt financing for one-time capital 
improvements that benefit the residents of the City when the term of the financing is no longer 
than the project life, and when specific resources are found to be sufficient to provide for the debt. 
Use of long-term debt is limited to capital projects or special projects or obligations that cannot be 
financed from current revenues. The City has traditionally kept annual debt service payments to 
less than 5% of the budget. 

Investment Policy. In accordance with the Municipal Code of the City and under authority 
granted by the City Council, the City Treasurer is responsible for investing the unexpended cash 
in the City Treasury. The investment of the City's funds is directed to the goals of safety, liquidity 
and yield, in that order. The authority governing investments for municipal government is set forth 
in the California Government Code, Sections 53601 through 53659. 
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For additional information regarding the City's investment portfolio, see "- Investment 
Policy and Portfolio." 

City Budgets for Fiscal Years 2019-20 and 2020-21 

Budget Categories. With respect to General Fund revenues, the major categories of 
revenues reflect the nature of the City as a primarily built-out residential community reliant on 
tourism to generate sales and Transient Occupancy Taxes ("TOT") .  The City's three major 
sources of General Fund revenue include Property Tax, Sales and Use Tax and TOT, which 
typically make up about 80% of the City's revenues. Property taxes, in particular, have been a 
strong component to the City's financial health. Sales taxes have become increasingly important 
to the City, especially after the passage of a local sales tax measure by City voters in 2012, known 
as "Measure D" which was extended (for 20 years) and increased in 2020 pursuant to "Measure 
C." In recent years, TOT had also significantly contributed to the City's revenues and started to 
outpace property taxes as the leading source of revenue beginning in Fiscal Year 2013-14. 
However, due to the COVID-19 pandemic, TOT has been the most significantly negatively 
impacted. See "BOND OWNERS' RISKS - Dependence on Tourism; COVID-19 Pandemic." 

With respect to General Fund expenditures, the categories of expenses generally line-up 
with the City services provided. The City provides a variety of services to its residents, businesses 
and visitors. Administration provides oversight of daily City functions and financial activity. 
Community Planning and Building provides building safety services, code compliance and 
planning functions, while Community Activities and Library manage new and ongoing special 
events and provide library services at two branch locations. Public safety services related to 
ambulance, law enforcement, crime prevention and fire protection are provided by the Ambulance 
and Police Department, respectively, while fire services are provided through a contract with the 
City of Monterey. Public Works is responsible for facility and vehicle maintenance, development 
and management of capital projects; construction, improvement and repair of streets, sidewalks, 
pathways and storm drain systems and maintaining the village forest, parks and shoreline areas. 

Adopted Budget for Fiscal Year 2019-20. The City's budget for Fiscal Year 2019-20 
was adopted by the City Council on June 4, 2019. The total budget amount was $24.2 million, of 
which the General Fund portion was $13.8 million. As is typical, following adoption of the budget, 
staff monitored and tracked revenues and expenditures for all funds, with an emphasis on the 
General Fund and the City's capital improvement program. Property taxes, sales and use taxes 
and transient occupancy taxes accounted for approximately 79% of projected revenues. 
Additional details regarding the Fiscal Year 2019-20 budget are shown in Table 1. 

Adopted Budget for Fiscal Year 2020-21. The City's budget for Fiscal Year 2020-21 
was adopted by the City Council on June 16, 2020. The City's planned expenditures totaled $19.7 
million, of which $18.5 million represented General Fund expenditures and $1.2 million 
represented debt service payments. These expenses will be funded through a combination of 
anticipated revenue of $18.7 million and $1.0 million of fund balance. While the Fiscal Year 2020-
21 budget is balanced from a fiscal perspective, the equilibrium is projected to be achieved by 
significantly curtailing expenditures and using prior years' savings to mitigate a structural deficit 
induced by the economic downturn caused by the COVID-19 pandemic. This approach results in 
a workforce reduction, changes in service delivery, and the postponement of capital projects and 
vehicle and equipment replacement. 

As the extent of the economic impact of COVID-19 is unknown in terms of its magnitude 
and duration, the Fiscal Year 2020-21 budget is based upon conservative revenue projections, 
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largely based on revenue performance for the last quarter of Fiscal Year 2019-20. These 
assumptions reflect significant declines in the City's sales and use taxes and transient occupancy 
taxes due to limited travel; decreased consumer spending, particularly in leisure-related spending; 
and the implementation of social distancing protocols for restaurants that impact seating capacity. 
The Fiscal Year 2020-21 revenues total $18.7 million, which reflects a $5.5 million, or 23% 
decrease compared to the Fiscal Year 2019-20 adopted budget of $24.2 million. 

Even with the workforce reductions and other cuts within the operational budget, the Fiscal 
Year 2020-21 budget is balanced only by using approximately $1.0 million of prior years' savings, 
or fund balance. This represents 14% of the General Fund Estimated Fund Balance as of June 
30, 2020. The use of fund balance underscores the precarious nature of the Fiscal Year 2020-
21 budget; despite being based upon conservative revenue projections, the status of the budget 
is contingent upon the performance of the economy. In order to safeguard against further 
economic turmoil, to the extent possible, the City Administrator promulgated a four-fold strategy 
for the upcoming Fiscal Year: (1) limited use of fund balance in Fiscal Year 2020-21; 
(2) examination of service delivery and options to reduce costs with minimal community impacts, 
particularly as it relates to public safety, (3) research into the possibility of bond refinancing, and 
(4) exploration of options to diversify City revenues, including a review of possible new revenues 
such as paid parking in selected areas. 

The 2020-21 budget notes that with respect to the 2019-20 Fiscal Year-end, various 
technical adjustments would be made. In particular, fund balance within the Hostelry Fund would 
be transferred to the General Fund to mitigate the expected decrease in transient occupancy tax 
revenue projected for Fiscal Year 2019-20. TOT is housed in a separate fund known as the 
Hostelry Fund and transferred to the General Fund to support Citywide operations. The Hostelry 
Fund includes savings from prior years when TOT performed better than expected and/or when 
the General Fund required less TOT revenue to meet expenditure requirements. It is anticipated 
that approximately $2.0 million of the $2.4 million in fund balance will be used in Fiscal Year 2019-
20. As a result, very little fund balance remains in the Hostelry Fund to address any projected 
budget shortfall in Fiscal Year 2020-21 or thereafter. Given the uncertainties associated with the 
COVID-19 pandemic, City staff are providing budget updates to the City Council at least every 2 
months during the current fiscal year. 

Complete copies of the City's adopted Fiscal Year 2019-20 and 2020-21 budgets can be 
obtained from the City's Finance Department or the City's website at https://ci.carmel.ca.us/. The 
information on this website is not incorporated by reference into this Official Statement. 
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Adopted Budget Comparison. The following table shows the City's adopted budget for 
the General Fund for Fiscal Years 2019-20 and 2020-21, as well as estimated actuals for Fiscal 
Year 2019-20. 

TABLE 1 
City of Carmel-by-the-Sea 

General Fund Budget Summary 
Fiscal Years 2019-20 and 2020-21 and 

Estimated Actuals Fiscal Year 2019-20 (Estimated Actuals) 

2019-20 2019-20 
Adopted Budget Estimated Actuals 

Revenues 
Transient Occupancy Tax $6,842,900 $6,477,220 (1 ) 

Property Taxes 6,047,488 6,647,728 
Measure D/Measure C(2l 3,023,000 2,512,086 
Statewide Sales Tax 2,618,240 2,083,496 
Business Tax & Franchise Fees 1,260, 144 1, 123,441 
Charges for Services 2,487,435 2, 131,694 
Other 1,772,252 1,351,454 

Total Revenues $24,051,459 $22, 327, 119 

Expenditures 
General Government $5,517,696 $4,971,241 
Community Planning and Building 1, 144,353 1,083,984 
Public Safety 8,535, 170 7,774,913 
Public Works 3,566,328 2,824,680 
Library 1, 185,675 1,075,386 
Community Activities 246,449 206,883 
Economic Revitalization 1, 106,097 1,076,542 
Capital Outlay/Debt Service 2,651,012 2, 176,596 

Total Expenditures $23,952, 780 $21, 190,225 

Net Operating Results $98,6 79 $1, 136,894 

2020-21 
Adopted Budget 

$2,488, 198 
6,302,218 
3,050,000 
1,886,796 
1, 159,838 
2,080, 159 
1,703,574 

$18,6 70, 783 

$5,070,716 
1,224,098 
8,082,474 
2,482,660 

676,524 
90,490 

824,500 
1,244,515 

$19,695,9 7 7  

($1,025, 194) 

(1) Fiscal Year 2019-20 Transient Occupancy Tax revenues consists of revenues of $4,891 ,025.62, plus excess 
Hostelry Fund Balance transferred-in ($1 ,586 , 194.38). 

(2) Measure D is 1.0% sales and use tax approved by the voters in 2012. Measure D was replaced by the voters on 
March 3, 2020 with a 1.5% sales and use tax known as Measure C that became effective on July 1, 2020 for 20 
years. Measure D and Measure C were, and will be, accounted for in a separate revenue fund and not in the 
General Fund. However, revenues from Measure D/Measure C are available to pay debt service on the Bonds. 

Source: City of Carmel-by-the-Sea Adopted Budgets. 

Financial Statements 

Overview. Set forth in the following tables are the City's General Fund balance sheets 
and statements of revenues, expenditures and changes in General Fund Balance for Fiscal Years 
2015-16 through 2018-19, which are based on the City's audited financial statements and 
estimated actual figures for Fiscal Year 2019-20. The balance sheets and statements presented 
in this Official Statement are subject to the various notes attached to the City's financial 
statements for the respective years. The City's Comprehensive Annual Financial Report 
("CAFR") for Fiscal Year ended June 30, 2019, which includes the City's 2018-19 audited financial 
statements, is set forth in Appendix A. 
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Changes in General Fund Balance Sheets. As shown in the following table, the Total 
Assets of the General Fund increased from Fiscal Year 2015-16 to Fiscal Year 2018-19, before 
declining in Fiscal Year 2019-20. The majority of these assets are held in cash and cash 
investments. With only a modest increase in Total Liabilities, the balances in the various reserves 
held within the General Fund grew substantially. 

TABLE 2 
City of Carmel-by-the-Sea 

General Fund Balance Sheets 
Fiscal Years 2015-16 through 2018-19 (Audited) 

and Fiscal Year 2019-20 (Estimated Actuals) 

Estimated 
2015-16 2016-1 7 201 7-18 2018-19 2019-20 

Assets 
Cash and investments $6,213,049 $7,965,693 $6,976,284 $8,456,322 $8,614,711 
Accounts receivable 2,844,683 1,587,809 1,872, 135 2,367,659 682,005 
Interest receivable 6,228 
Intergovernmental 479,377 
Due from other funds 1, 199,785 1,553,677 254, 146 434,711 
Other assets 404 
Total Assets 10, 743, 122 11, 10 7, 1 79 9, 102,565 11,259,096 9,296, 716 

Liabilities 
Accounts payable 1,017,774 861,768 485,646 895,637 578,892 
Accrued liabilities 593,733 568,988 607,052 1,111,830 313,795 
Deposits payable 301,747 360,927 1,300 1,500 1,500 
Unearned revenues 2,173 
Total Liabilities 1,913,254 1, 791,683 1,096, 1 71 2,008,96 7 894,18 7 

Def. Inflow of Resources 1,61 7,000 

Fund Balances 
Restricted 
Committed 2, 166, 165 2, 173, 138 2,806,045 2,808, 138 2,421,938 
Assigned 3,308,636 2,448,461 1,922,008 1,926,008 1,025, 194 
Unassigned 1,738,067 4,693,897 3,278,341 4,515,983 4,955,397 
Total Fund Balance 7,212,868 9,315,496 8,006,394 9,250, 129 8,402,529 
Total Liabilities & Fund 
Balance $10, 743, 122 $11, 10 7, 1 79 $9, 102,565 $11,259,096 $9,296, 716 

Source: City of Carmel-by-the-Sea audited financial statements for Fiscal Years 2015-16 through 201 8-19; City for Fiscal Year 2019-20. 

Changes in General Fund Revenues, Expenditures and Fund Balance. The following 
table shows changes in Statements of Revenues, Expenditures and Changes in Fund Balance 
for the City's General Fund for Fiscal Years 2015-16 through 2018-19 based on the City's audited 
financial statements and estimated actual figures for Fiscal Year 2019-20. 
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TABLE 3 
City of Carmel-by-the-Sea 

Statements of Revenues, Expenditures and Changes in General Fund Balance 
Fiscal Years 2015-16 through 2018-19 (Audited) 

and Fiscal Year 2019-20 (Estimated) 

Estimated 
201 5-1 6 201 6-1 7 201 7-18<7) 201 8-1 9 201 9-20 

Revenues 
Taxes(1 l $15,124,699 $16,296,757 

Property taxes $6,192,126 $6,524,331 $6,647,727 
Sales and use taxes(1 l 2,588,004 2,652,971 2,083,496 
Transient occupancy taxes 6,329,074 6,882,015 4,891,026 
Franchise fees 637,136 636,397 530,975 
Motor vehicle in-lieu 462,989 486,445 515,591 
Business license tax 544,392 594,941 592,466 

Intergovernmental 74,014 136,367 42,846 97,128 104,902 
Licenses and permits 553,602 762,257 1,087,953 1, 192,242 871,066 
Contributions 
Fines and forfeitures 7,245 8,422 91,813 12 1,470 12, 153 
Charges for services 57,818 66,957 1,056,205 1,251,072 1,260,628 
Use of money and property 159,632 170,631 

Interest 22,483 124,262 152,721 
Rents and Concessions 100,899 185,156 91,527 

Other revenue 389,136 1,979,561 211,153 132,776 231,799 
Total Revenues 16,366,1 46 19,420,952 19,367,073 20,881 ,206 1 7,986,077 

Expenditures 
Current: 

General Government 5,033,8 11 5,681, 103 4,693,813 5,517,516 4,971,241 
Community Planning and Building(2l 1,525,038 1, 138,983 1,128,977 1,116,689 1,083,984 
Public Safety 5,129,664 5,781,793 7,024,092 7,617,310 7,774,913 
Public Works(3l 1,283,023 2,549,397 2,769,129 2,902,46 1 2,824,680 
Library 
Community Activities 
Forest, Parks, and Beaches 547,211  108,764 
Culture and Recreation(4l 883,145 1,185,946 1,035,575 1, 145, 151 1,282,269 
Economic Revitalization(5l 306,505 351,425 1,095,636 1,103,993 1,076,542 

Capital Outlay 4,439,279 1,877,053 
Debt Service: principal 
Debt Service: interest and fiscal charges 
Total expenditures 19,1 47,676 18,674,464 1 7,747,222 19,403, 120 19,01 3,629 

Excess (deficiency) of revenues over 
(under) exp. (2,781,530) 746,488 1,619,851 1,478,086 ( 1,027,552) 

Other financing sources{uses} 
Transfers in 3,859,428 1,892,067 7,507,522 855,660 906,286 
Transfers out ( 1,981,255) (535,927) (10,436,475) ( 1 , 111  , 4 77) (726,334) 
Total other fin. sources (uses) 1,878,173 1,356, 140 (2,928,953) (255,817) 179,952 

Net change i n  fund balance (903,357) 2,1 02,628 (1 ,309,1 02) 1 ,222,269 (847,600) 

Fund balances (deficits), July 1 7,849,809 7,212,868 9,315,496 8,006,394 9,250,129 
Prior period adjustments(6l 266,416 21,466 

Fund balance, beginning as restated 8,1 16,225 8,027,860 9,250,129 
Fund balance, ending $7,21 2,868 $9,31 5,496 $8,006,394 $9,250,1 29 $8,402,529 

Footnotes are on following page. 
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(1) Sales and use taxes do not include amounts generated by Measure D, which was a 1% sales and use tax approved by the voters in 
2012, and accounted for in a separate fund. Measure D revenues for Fiscal Years 2015-16 through Fiscal Year 2019-20 were: 
$2,718,256, $2,889,380, $2,898,445, $3,079,914, and $2,512,086 (estimated), respectively. Measure D was replaced by the voters on 
March 3, 2020 with a 1.5% sales and use tax known as Measure C that became effective on July 1, 2020 for 20 years and, similarly, 
will be accounted for in a separate fund. 

(2) Community Planning and Building previously referred to as "Building Maintenance." 
(3) Public Work includes categories previously referred to as "Forest, Parks, and Beaches." 
(4) Economic Revitalization previously referred to as "Economic Development." 
(5) Culture and Recreation includes categories previously preferred to as "Library" and "Community Activities." 
(6) Prior period adjustment for Fiscal Year 2015-16 due to general revenue being posted to the deposit fund and not the general fund. Prior 

period adjustment for Fiscal Year 2018-19 due to items posted to deposit fund in prior years found to be revenue of the general fund. 
(7) In Fiscal Year 2017-18, the City updated its accounting software, including fund and account structure. Approximately 12 funds were 

closed, combining the balance sheets of the various funds. For financial reporting purposes, equity transfers between funds were 
treated as operating transfers. Page 51 of the City's 20 18 financial report includes the details of these transfers. 

Source: City Finance Department and City of Carmel-by-the-Sea audited financial statements for Fiscal Years 2015-16 through 201 8-19; 
City for Fiscal Year 2019-20. 

Revenues Available for Lease Payments 

The City will make Lease Payments on each Lease Payment Date from moneys held in 
the General Fund and Measure D amounts that are available for that purpose. For additional 
information on Measure D, see "- Sales and Use Taxes," below. The following table shows such 
revenues received by the City for the last three Fiscal Years for which audited financial statements 
are available. 

TABLE 4 
City of Carmel-by-the-Sea 

Revenues by Revenue Source - General Fund and Measure D 
Fiscal Years 2017-18 and 2018-19 (Audited) 

and Fiscal Year 2019-20 (Estimated Actuals) 

Estimated 
201 7-18 2018-19 2019-20 

% of % of 
Category Revenues Total Revenues Total Revenues 

General Fund 
Property taxes $6, 192, 126 27.8% $6,524,331 27.2% $6,647,727 
Sales and use taxes 2,588,004 11.6 2,652,971 11.1 2,083,496 
Transient occupancy taxes 6,329,074 28.4 6,882,015 28.7 6,477,220 
Franchise fees 637, 136 2.9 636,397 2.7 530,975 
Motor vehicle-in-lieu 462,989 2.1 486,445 2.0 515,591 
Business license tax 544,392 2.4 594,941 2.5 592,466 
Other revenues(1 l 2,613,352 11.7 3, 104, 106 13.0 2,967,558 

Subtotal - General Fund $19,367,073 87.0% $20,881,206 87.1% $19,815,033 

Measure D �2,898,445 13.0% �3,079,914 12.9% �2,512,086 
Total $22,265,518 100.0% $23,961,120 100.0% $22,327, 119 

(1) Other revenues include Intergovernmental, licenses and permits, charges for services and others. See Table 3 for detail. 
Source: City of Carmel-by-the-Sea Finance Department. 

Property Taxes 

For Fiscal Year 2020-21, Property Taxes are projected to represent the largest source of 
revenues to the City's General Fund. Property taxes represent a very stable source of revenue 
to the City, and are based in large part on assessed valuations of property located in the City. 
For Fiscal Year 2018-19, property tax revenue totaled $6.5 million, an increase of $332,205 over 
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the prior Fiscal Year due to new construction activity and price escalation in transfers of 
ownership. Property tax revenues have increased an average of 4.3% per fiscal year from Fiscal 
Year 2015-16 to Fiscal Year 2019-20. 

General Method of Property Tax Calculations. Proposition 13, passed in 1978, 
established the current property tax regime for local agencies, including the City, throughout the 
State. Under Proposition 13, subject to voter-approved debt and certain other exceptions, the 
base property tax rate on a parcel is limited to 1 % of its assessed value and the property tax 
collected by this 1 % County-wide rate is shared by the local agencies eligible to receive property 
taxes within the applicable County pursuant to applicable State law. Under Proposition 13, the 
1975-76 Fiscal Year serves as the original base year used in determining the assessment for real 
property. Thereafter, annual increases to the base year value are limited to the inflation rate, as 
measured by the California Consumer Price Index, or 2%, whichever is less. A new base year 
value, however, is also established whenever a property, or portion thereof, has had a change in 
ownership or has been newly constructed. See "CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ON TAXES AND APPROPRIATIONS - Article XIIIA of the State Constitution" for 
additional information. 

Proposition 8, enacted in 1978, allows for a temporary reduction in assessed value when 
a property suffers a "decline-in-value." As of the January 1st (lien date) each year, the Assessor 
must enroll either a property's Proposition 13 value (adjusted annually for inflation by no more 
than 2%) or its current market value, whichever is less. When the current market value replaces 
the higher Proposition 13 value, the lower value is commonly referred to as a "Proposition 8 
Value." "Proposition 8 values" are temporary and, once enrolled, must be reviewed annually by 
the assessor until the Proposition 13 adjusted base year value is enrolled. 

The California Tax on Commercial and Industrial Properties for Education and Local 
Government Funding Initiative has qualified to appear on the ballot in California as an initiated 
Constitutional amendment on November 3, 2020. The ballot initiative would amend the State 
Constitution to require commercial and industrial properties, except those zoned as commercial 
agriculture, to be taxed based on their market value. The proposal to assess taxes on commercial 
and industrial properties at market value, while continuing to assess taxes on residential 
properties based on purchase price as described above, is known as "split roll." See "BOND 
OWNERS' RISKS - Possible Future Initiatives." At this time, the City is unable to determine the 
likelihood of passage of the measure or the impact on the City's property tax receipts from 
passage. 

Levy and Collection of Property Taxes. Property taxes are levied for each Fiscal Year 
on taxable real and personal property as of the preceding January 1. For assessment and 
collection purposes, property is classified either as "secured" or "unsecured" and is listed 
accordingly on separate parts of the assessment roll. The "secured roll" is that part of the 
assessment roll containing State-assessed public utilities property and real property the taxes on 
which have a viable tax lien, in the opinion of the County Assessor, to secure payment of the 
taxes. Other property is assessed on the "unsecured roll." 

Property taxes on the secured roll are due in two installments, on November 1 and 
February 1 of each Fiscal Year, and become delinquent on December 10 and April 10, 
respectively. A penalty of 10% attaches immediately to all delinquent payments. Property on the 
secured roll with respect to which taxes are delinquent become tax defaulted on or about June 30 
of the Fiscal Year. Such property may thereafter be redeemed by payment of a penalty of 1 % per 

-27-



month to the time of redemption, plus costs and a redemption fee. If taxes are unpaid for a period 
of five years or more, the property is deeded to the State and may be sold at public auction. 

Property taxes on the unsecured roll are due as of the January 1 lien dates and become 
delinquent on August 31. A 10% penalty attaches to delinquent unsecured taxes. If unsecured 
taxes are unpaid at 5:00 p.m. on October 31, an additional penalty of 1 % attaches to them on the 
first day of each month until paid. The County has four ways of collecting delinquent unsecured 
personal property taxes: (1) a civil action against the taxpayer; (2) filing a judgment in the office 
of the County Clerk specifying certain facts in order to obtain a lien on certain property of the 
taxpayer; (3) filing a certificate of delinquency for record in the County Recorder's office in order 
to obtain a lien on certain property of the taxpayer; and (4) seizure and sale of personal property, 
improvements or possessory interests belonging or assessed to the assessee. 

Beginning in Fiscal Year 1978-79, Proposition 13 and its implementing legislation shifted 
the function of property tax allocation to the counties, except for levies to support prior voted debt, 
and prescribed how levies on county-wide property values are to be shared with local taxing 
entities within each county. 

Property Tax Delinquencies; No Teeter Plan. Certain counties in the State of California 
offer a statutory program entitled Alternate Method of Distribution of Tax Levies and Collections 
and of Tax Sale Proceeds (the "Teeter Plan"). Under the Teeter Plan local taxing entities receive 
100% of their tax levies net of delinquencies, but do not receive interest or penalties on delinquent 
taxes collected by the county. Monterey County has not adopted the Teeter Plan and, accordingly, 
each local agency in the County (including the City) receives only the actual amount of property 
taxes collected by the City, but also allows the City to retain delinquent taxes, penalties and 
interest, as and when received from delinquent property tax payers. Historical levy, collection and 
delinquency information for property taxes collected for the City for the past ten Fiscal Years is 
set forth in the following table. 

Fiscal Year 
Ended June 30 

2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 

TABLE 5 
City of Carmel-by-the-Sea 

Property Tax Levies, Collections and Delinquencies 
Fiscal Year Ended June 30, 2010 - 2019 

Total 
Tax levy 

$4,189,288 
4,157,789 
4,571,481 
4,652,176 
4,881,534 
5,127,974 
5,598,743 
5,825,889 
6,192,126 
6,524,331 

Current Tax 
Col lections 
$4,004,959 

3,970,688 
4,402,336 
4,601,002 
4,764,377 
5,010,031 
5,453,176 
5,674,416 
6,049,707 
6,374,271 

% of Levy 
Col lected 

95.6% 
95.5 
96.3 
98.9 
97.6 
97.7 
97.4 
97.4 
97.7 
97.7 

Supp. Tax 
Collections 

$45,834 
57,222 
58,518 
68,734 
93,380 
95,355 

117,309 
106,567 
124,505 
124,505 

Delinquent Tax 
Col lections 

$209,176 
192,080 
138,384 
93,605 
90,301 
73,000 
74,547 
80,397 
76,128 
76,128 

Source: County of Monterey Auditor-Controller's Office; City of Carmel-by-the-Sea Finance Department. 
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Total 
Collections 
$4,259,969 

4,219,991 
4,599,238 
4,763,34 1 
4,948,057 
5,178,385 
5,645,032 
5,861,380 
6,250,341 
6,574,905 



Historical Assessed Valuations. The table below presents the assessed valuation of 
taxable property in the City for the past ten Fiscal Years. 

Fiscal Year 
2011-12 
2012-13 
2013-14 
2014-15 
2015-16 
2016-17 
2017-18 
2018-19 
2019-20 
2020-21 

TABLE 6 
City of Carmel-by-the-Sea 

Assessed Value of Taxable Property 
Fiscal Years 2011-12 through 2020-21 

Local Secured 
$2,908,891,597 
3,001,630,584 
3,153,416,179 
3,309,856,089 
3,569,065,524 
3,766,258,441 
3,999, 182,757 
4,220,683,852 
4,446,041,301 
4,686,463,940 

Utility 
$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Unsecured 
$30,254,516 
28,759,821 
27,307,767 
26,813,656 
26,719,717 
26,280,598 
25,708, 168 
26,668,954 
28,251,679 
31,785,264 

Source: California Municipal Statistics, Inc. 

Total 
$2,939, 146, 113 
3,030,390,405 
3, 180,723,946 
3,336,669,745 
3,595, 785,241 
3,792,539,039 
4,024,890,925 
4,247,352,806 
4,474,292,980 
4,718,249,204 

Assessed Valuations and Parcels by Land Use. The following table shows assessed 
valuations and parcels by land use for Fiscal Year 2020-21. As shown in the table, more than 
90% of the parcels in the City, representing approximately 86% of the assessed valuation in the 
City, has residential uses. 

Table 7 
City of Carmel-by-the-Sea 

Assessed Valuation and Parcels by Land Use 
Fiscal Year 2020-21 

2020-21 % of 
Non-Residential: Assessed Valuation!1 l Total 

Commercial/Hotel $645,805,218 13.78% 
Vacant Commercial 2,935,200 0.06 
Government/Social/Institutional 3,866, 181 0.08 

Subtotal Non-Residential $652,606,599 13.93% 

Residential: 
Single Family Residence $3,879, 177,976 82.77% 
Condominium/Townhouse 88,742,702 1.89 
2-4 Residential Units 34,799,487 0.74 
5+ Residential Units 9,614,682 0.21 
Vacant Residential 21,522,494 0.46 

Subtotal Residential $4,033,857,341 86.07% 

Total $4,686,463,940 100.00% 

(1) Local Secured Assessed Valuation; excluding tax-exempt property. 
Source: California Municipal Statistics, Inc. 
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No. of % of 
Parcels Total 

248 7.57% 
3 0.09 

75 2.29 
326 9.95% 

2,727 83.27% 
112 3.42 

28 0.85 
11 0.34 

___l1 2.17 
2,949 90.05% 

3,275 100.00% 



Per-Parcel 2020-21 Assessed Valuation of Single-Family Homes. The following table 
shows assessed valuations of single-family homes in the City for Fiscal Year 2020-21. 

Table 8 
City of Carmel-by-the-Sea 

Per Parcel 2020-21 Assessed Valuation of Single-Family Homes 

No. of 2020-21 Average Median 
Parcels Assessed Valuation Assessed Valuation Assessed Valuation 

Single Family Residential 2,727 $3,879, 177,976 $1,422,508 $ 1,063,273 

2020-2 1 No. of % of Cumulative Total % of Cumulative 
Assessed Valuation Parcels(1 l Total % of Total Valuation Total % of Total 

$0 - $199,999 362 13.275% 13.275% $ 38,084,949 0.982% 0.982% 
$200,000 - $399,999 232 8.508 21.782 69,279,674 1.786 2.768 
$400,000 - $599,999 249 9. 131 30.913 124,549,620 3.211  5.978 
$600,000 - $799,999 226 8.287 39.201 159, 769,273 4. 119 10.097 
$800,000 - $999,999 222 8. 141 47.341 199,497,893 5.143 15.240 
$1,000,000 - $1, 199,999 232 8.508 55.849 254,873,466 6.570 21.810 
$1,200,000 - $1,399,999 169 6. 197 62.046 219,872,128 5.668 27.478 
$1,400,000 - $1,599,999 160 5.867 67.913 237,704,072 6. 128 33.606 
$1,600,000 - $1,799,999 131 4.804 72.717 222,222,714 5.729 39.334 
$1,800,000 - $1,999,999 107 3.924 76.641 203,093,667 5.235 44.570 
$2,000,000 - $2,199,999 117 4.290 80.931 245,297,749 6.323 50.893 
$2,200,000 - $2,399,999 85 3. 117 84.048 195,007,877 5.027 55.920 
$2,400,000 - $2,599,999 75 2.750 86.799 185,820,497 4.790 60.711 
$2,600,000 - $2,799,999 52 1.907 88.706 140,406,967 3.620 64.330 
$2,800,000 - $2,999,999 40 1.467 90. 172 116,778,910 3.010 67.341 
$3,000,000 - $3,199,999 35 1.283 91.456 108,495,6 17 2.797 70. 137 
$3,200,000 - $3,399,999 26 0.953 92.409 86,034,126 2.218 72.355 
$3,400,000 - $3,599,999 22 0.807 93.216 76,903,879 1.982 74.338 
$3,600,000 - $3,799,999 26 0.953 94. 169 96,212,567 2.480 76.818 
$3,800,000 - $3,999,999 20 0.733 94.903 77,700,380 2.003 78.821 
$4,000,000 and greater � 5.097 100.000 821,571,951 21. 179 100.000 

2,727 100.000% $3,879, 177,976 100.000% 

(1) Improved single-family residential parcels. Excludes condominiums and parcels with multiple family units. 
Source: California Municipal Statistics, Inc. 
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Principal Property Taxpayers. The top twenty largest local secured property taxpayers 
in the City, as shown on the 2020-21 secured tax roll, are listed in the table below. For Fiscal 
Year 2020-21, the total assessed valuation of the twenty largest local secured taxpayers is 8.14% 
of the total City Fiscal Year 2020-21 local secured assessed valuation of $4,686,463,940. 

TABLE 9 
City of Carmel-by-the-Sea 

Principal Property Taxpayers 
Fiscal Year 2020-21 

2020-21 
Pro�erty Owner Primary Land Use Assess. Valuation 

1. OWRF Carmel LLC Shopping Center 
2. Esperanza Carmel Commercial LLC Hotel/Motel 
3. Jeffrey C. Hines Residential 
4. Andrew M. Paul Residential 
5. Esperanza Carmel LLC Residential 
6. Richard and Margaret Gunner, Trustees Hotel/Motel 
7. La Playa Carmel Hotel LLC Hotel/Motel 
8. Alan R. Porter Commercial 
9. Hoseit Management LLC Hotel/Motel 

10. Paul DeBruce, Trust Residential 
11. Goold Properties 11 LLC Commercial 
12. CVI Investors LLC Hotel/Motel 
13. Levett Family Properties LLC Commercial 
14. Carla Morrison Residential 
15. Moore Family Trust Residential 
16. Sentimental Journey LLC Hotel/Motel 
17. Cats Meow LLC Residential 
18. Guy L. Tribble and Susan Kelly Barnes Residential 
19. Susan R. Prest, Trust Residential 
20. Larry T. and Deirdre C. Solari, Trustees Residential 

(1) Fiscal year 2019-20 local secured assessed valuation: $4,686,463,940. 
Source: California Municipal Statistics, Inc. 

Sales and Use Taxes; Measure D/Measure C 

$59,607,384 
33,507,013 
32, 138,368 
28, 161,918 
22,385,779 
21,993,438 
18,108,021 
14,373,354 
14,240,263 
14,011,472 
13,854,390 
13,344,010 
13, 144,743 
12,958,404 
12,834,784 
12,702,651 
11,582,023 
11,170,139 
10,784,356 
10,483,260 

$381,385,770 

% of 
Tota1!1 l 

1.27% 
0.71 
0.69 
0.60 
0.48 
0.47 
0.39 
0.31 
0.30 
0.30 
0.30 
0.28 
0.28 
0.28 
0.27 
0.27 
0.25 
0.24 
0.23 
0.22 
8.14% 

General. For Fiscal Year 2020-21, Sales and use taxes are projected to represent the 
second largest source of revenues to the City's General Fund. Sales and uses taxes are a less 
stable source of revenues to the City than property taxes, given that they are based on consumer 
spending within the City which is impacted by a variety of factors including the overall economy 
and other factors. For example, the COVID-19 pandemic has, and is expected to continue to, 
materially adversely impact sales and use taxes collected by the City. 

Sales tax revenues (the Countywide levy, plus Measure D levied in the City) totaled $5.7 
million in Fiscal Year 2018-19, an increase of approximately $246,436 over the prior Fiscal Year 
due to an increase in consumer spending. Sales tax revenues are estimated to be $4.6 million in 
Fiscal Year 2019-20, a decrease of 19.3% (or $1.1 million) compared to Fiscal Year 2018-19 due 
to downward business level adjustment from recent actuals trends as a result of COVID-19. See 
"BOND OWNERS' RISKS - Dependence on Tourism; COVID-19 Pandemic." 
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Sales Tax Rate in the City. Taxable transactions in the City for Fiscal Year 2019-20 are 
subject to the following sales and use tax, consisting of certain State-wide sales tax rates and 
locally-approved sales tax rates. For additional information on Measure D (approved by the voters 
of the City in 2012) and Measure C (approved by the voters of the City in 2020), see "-Measure 
D/Measure C," below. 

Statewide Rate 

TABLE 10 
City of Carmel-by-the-Sea 

Sales Tax Rate 
Effective July 1, 2020 

Monterey-Salinas MST Special Transit District (MSTD) 
Monterey Transportation Safety Transactions and Use Tax (MTSF) 
City of Carmel-by-the-Sea 2020 Transactions and Use Tax (CARC)(1 l 

Total 

7.250% 
0.125 
0.375 
1.500 
9.250% 

(1) Locally known as "Measure C," which became effective July 1, 2020 for 20 years, and replaced "Measure D." 
For additional details, see "-Measure D/Measure C," below. 
Source: City of Carmel-by-the-Sea Finance Department. 

Bradley-Burns Uniform Local Sales and Use Tax. The City collects a percentage of 
taxable sales in the City (minus certain administrative costs) pursuant to the Bradley-Burns 
Uniform Local Sales and Use Tax (the "Sales Tax Law"). The State collects and administers the 
sales tax under the Sales Tax Law, and makes distributions on taxes collected within the City, a 
portion of which goes to the City. 

Sales and use taxes are complementary taxes; when one applies, the other does not. In 
general, the statewide sales tax applies to gross receipts of retailers from the sale of tangible 
personal property in the State. The use tax is imposed on the purchase, for storage, use or other 
consumption in the State of tangible personal property from any retailer. The use tax generally 
applies to purchases of personal property from a retailer outside the State where the use will 
occur within the State. The sales tax is imposed upon the same transactions and items as the 
statewide sales tax and the statewide use tax. 

Certain transactions are exempt from the State sales tax, including sales of the following 
products: 

food products for home consumption; 

prescription medicine; 

newspapers and periodicals; 

edible livestock and their feed; 

seed and fertilizer used in raising food for human consumption; and 

gas, electricity and water when delivered to consumers through mains, 

lines and pipes. 

This is not an exhaustive list of exempt transactions. A comprehensive list can be found 
in the State Board of Equalization's Publication No. 61 (February 2017) entitled "Sales and Use 
Taxes: Exemptions and Exclusions," which can be found on the State Board of Equalization's 
website at http://www.boe.ca.gov/. The reference to this Internet website is provided for reference 
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and convenience only. The information contained within the website may not be current, has not 
been reviewed by the City and is not incorporated in this Official Statement by reference. 

Sales Tax Collection Procedures. Collection of the sales and use tax is administered 
by the California Department of Tax and Fee Administration (the "CDTFA"). This process was 
formerly administered by the State Board of Equalization. The Taxpayer Transparency and 
Fairness Act of 2017, which took effect July 1, 2017, restructured the State Board of Equalization 
and separated its functions among three separate entities: the State Board of Equalization, the 
CDTFA and the Office of Tax Appeals. The State Board of Equalization will continue to perform 
the duties assigned to it by the State Constitution, while all other duties will be transferred to the 
newly established CDTFA and the Office of Tax Appeals. CDTFA will handle most of the taxes 
and fees previously collected by the State Board of Equalization, including sales and use tax. 

Under the Sales and Use Tax Law, all sales and use taxes collected by the CDTFA under 
a contract with any city, city and county, or county are required to be transmitted by the CDTFA 
to such city, city and county, or county periodically as promptly as feasible. These transmittals 
are required to be made at least twice in each calendar quarter. 

Under its procedures, the CDTFA projects receipts of the sales and use tax on a quarterly 
basis and remits an advance of the receipts of the sales and use tax to the City on a monthly 
basis. The amount of each monthly advance is based upon the CDTFA's quarterly projection. 
During the last month of each quarter, the CDTFA adjusts the amount remitted to reflect the actual 
receipts of the sales and use tax for the previous quarter. 

The CDTFA receives an administrative fee based on the cost of services provided by the 
Board to the City in administering the City's sales tax, which is deducted from revenue generated 
by the sales and use tax before it is distributed to the City. 

As part of the State government's response to the COVID-19 pandemic, certain 
businesses were able to defer the payment of their sales taxes due to the City. 

Measure D/Measure C. Measure D was a 1 % sales and use tax approved by the voters 
in 2012, with a sunset date of March 2023. Measure D was replaced by the voters on March 3, 
2020 with a 1.5% sales and use tax known as Measure C that became effective on July 1, 2020 
for 20 years. The revenues collected by the City under Measure D and Measure C were, and will 
continue to be, accounted for in a special revenue fund separate from the General Fund. 
However, amounts collected under Measure D/Measure C are available for debt service, capital 
projects and general City services, including debt service on the Bonds. The following table 
presents Measure D revenues for the past five Fiscal Years. 

Measure D 

TABLE 11 
City of Carmel-by-the-Sea 

Measure D Revenues 
Fiscal Years 2015-16 to 2018-19 (Audited) 

And Fiscal Year 2019-20 (Estimated Actuals) 

2015-16 2016-1 7 201 7-18 2018-19 

$2,889,380 $2,745,154 $2,898,445 $3,079,914 

Estimated 
2019-20 

2,512,086 

Source: City of Carmel-by-the-Sea audited financial statements for Fiscal Years 2015-16 to 2018-19; City for Fiscal Year 20 19-20. 
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Historic Taxable Transactions. The following table shows historical taxable transactions 
in the City for the most recent four years available. 

TABLE 12 
City of Carmel-by-the-Sea 

Taxable Transactions 
Fiscal Years 2015 through 2018 

(In Thousands) 

Home Furnishings and Appliances 
Food and beverage stores 
Apparel stores 
General merchandise stores 
Food services and drinking places 
Other retail stores 
All other outlets 
Total All Outlets 

(1) Most current information available. 
Source: California Department of Tax and Fee A dministration. 

Transient Occupancy Taxes 

2015 
$9,467 

5,252 
63,755 

2,573 
78,251 
34,421 
15,543 

$209,278 

2016 
$7,879 

5,323 
64,717 

2,872 
82,356 
31,681 
13,241 

$208,069 

201 7 
$9,306 

7,213 
65,469 

2,760 
86,872 
36,861 
13,787 

$222,268 

2018(1 ) 

$8,560 
6,382 

68,044 
2,659 

89,705 
40,317 
12,961 

$228,628 

Transient Occupancy Taxes ("TOT") have historically been the largest source of General 
Fund revenues to the City. However, as a result of the COVID-19 pandemic, TOT receipts were 
significantly lower than anticipated in Fiscal Year 2019-20 and are anticipated to continue to be 
lower than historical averages for Fiscal Year 2020-21. TOT revenues grew by approximately 
80% between Fiscal Year 2009-10 to Fiscal Year 2018-19, before declining due to the COVID-19 
pandemic in Fiscal Year 2019-20 which is expected to continue in Fiscal Year 2020-21. 

The TOT is often referred to as a "hotel tax". The City's TOT is 10% of the rent charged 
by an operator imposed on persons staying 30 days or less in a hotel or similar lodging. There 
are currently 46 lodging establishments (hotels/inns/motels) and 20 short-term rentals within the 
commercial district that collect this tax on behalf of the City. 

The Fiscal Year 2019-20 adopted budget assumed an amount of $6,842,900, which would 
have been an increase of 3% over the Fiscal Year 2018-19 estimated actual figures for transient 
occupancy tax revenues; however, estimated actuals for Fiscal Year 2019-20 show a substantial 
decline compared to Fiscal Year 2018-19 receipts. The timing of COVID-19 coincided with the 
spring and early summer season for the City's hotel establishments. As such, the Fiscal Year 
2019-20 estimated actual figure of $4.5 million is based on little to no revenue received from 
March to June. This represents a loss of $2.3 million in budgeted revenue, or a decrease of 34% 
compared to the Fiscal Year 2019-20 adopted budget. The Fiscal Year 2020-21 budget of $2.5 
million reflects a continued decline in revenue, representing a loss of $2.0 million, or 45% over 
the Fiscal Year 2019-20 estimated actual. It is $4.4 million, or 64%, less than the Fiscal Year 
2019-20 adopted budget based on conservative assumptions regarding travel and hotel 
revenues. 

Other Sources of Revenues 

Other Taxes. Other taxes include real estate transfer taxes and business license taxes. 
As residential units are being developed and occupied, it is anticipated that the City will collect 
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more real estate transfer tax; at the same time, the COVID-19 pandemic may have a material 
adverse impact on the number of real estate transactions. 

Franchise Fees. Franchise fees are a regulatory fee charged to utility companies for the 
privilege of doing business in the City (i.e., garbage franchise fee, gas and electric franchise fee). 

License and Permits. Licenses and permits consist of building permits and fire permits 
which are primarily construction related. Because they follow the development economic cycle, 
they are highly volatile in times of economic change, such as the current environment resulting 
from COVID-19. 

Charges for Services. Charges for services are fees collected from a specific user of a 
City service, such as administering business licenses; issuing planning, building tree removal and 
special event permits; and ambulance transports. These are considered personal choice services 
as the user has a choice on whether to use the service or not. In accordance with State law, the 
City is legally allowed to charge a fee to the user to recover the City's cost of providing the service. 

Operating Transfers In. Operating transfers in are the transfers of Measure D sales tax 
and other grants intended to support General Fund operations. While Measure D sales tax is 
considered to be General Fund revenue and available for general City services, capital projects 
and debt service, it is maintained within a separate fund and transferred into the General Fund as 
needed to fund operating expenditures. Net transfers into the general fund increase in 
conjunction with operating expenditure increases, an average of 3% annually. 

Recent Developments Under Construction 

There are various projects in the City that are either under construction or under review 
for future planned construction. Projects that are under construction include: (1) Dolores Street 
Phase II, which is a mixed-use project of 11,679 square feet (commercial space and 8 residential 
units), (2) Lincoln Lane, which is an 8,000 square feet mixed-use renovation project (two single
story commercial buildings surrounding a courtyard and 3 new transient rentals), and (3) Dolores 
Street (second story condominium addition to a restaurant). 

Long-Term Obligations 

In addition to the 2010 Bonds, which will be refunded in full by the Bonds, the City has 
certain other long-term obligations payable from the General Fund. These include the obligations 
of the City payable for the pension plans provided by the City (see "- Pension Plans," below), as 
well as certain other obligations. These are summarized in the table on the following page. 
Additional details are set forth in Note 6 to the City's audited financial statements for the Fiscal 
Year ending June 30, 2019, included as APPENDIX A. 
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TABLE 13 
City of Carmel-by-the-Sea 

Long-Term Obligations of the General Fund 
As of June 30, 2020 (Unaudited) 

Investment Type 
2010 Lease Revenue Bonds (1 ) 

2012 Pension Obligation Bonds 
Countywide Radio Project(2l 
Compensated Absences 
Net Pension Liability(2l 
Net OPES Liability(2l 
Total 

Principal Outstanding 
$4,890,000 

1,980,000 
186,636 
581,521 

19,920,568 
3,650,439 

$31,209, 164 

Final Maturity 
November 1, 2031 

June 1, 2023 
June 30, 2023 

N/A 
N/A 
N/A 

(1) 2010 Lease Revenue Bonds will be refunded, in full , by the Bonds. 
(2) Countywide Radio Project principal outstanding as of June 30, 2019. Reconciliation with County for 
Fiscal Year 2019-20 not yet completed. Net Pension Liability and Net OPEB Liability amounts in progress 
for Fiscal Year 2019-20 and may change. 
Source: City of Carmel-by-the-Sea Finance Department. 

Investment Policy and Portfolio 

The City's investment portfolio is managed in accordance with applicable law and the 
City's investment policies. For additional information concerning City investments, see the City's 
audited financial statements for the Fiscal Year ended June 30, 2019 attached hereto as part of 
APPENDIX A. 

The following table summarizes the City's investment portfolio as of June 30, 2020. 

TABLE 14 
City of Carmel-by-the-Sea 

Summary of Investment Portfolio 
as of June 30, 2020 (Unaudited) 

Investment Type 
LAIF 
Money Market Funds 
Negotiable CDs 
Total 

% of Investment 
Portfolio 

64.7% 
17.5 
17.8 

100.0% 

Source: City of Carmel-by-the-Sea Finance Department. 

Employee Relations 

Market Value 
$4, 136,761 

1,119,162 
1, 135, 182 

$6,391, 105 

The City's relations with its employees are generally considered good, and the City has 
not experienced a work stoppage or similar event in the past 5 years. The City's employees are 
part of four different bargaining groups, as shown in the following table. 
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TABLE 15 
City of Carmel-by-the-Sea 

Status of Employee Bargaining Unit Contracts 
as of June 30, 2020 

Bargaining Unit 
General Employees Unit(1 l 
Police Officers Association 
Carmel Fire Ambulance Association 
Management Employees Unit(1 l 

No. of 
Budgeted 
Positions 

21 
20 

6 
5 

MOU Expiration Date 
June 30, 2022 
June 30, 2022 
June 30, 2022 
June 30, 2022 

(1) General Employees Unit and Management Employees Unit are affiliated units of the Laborers' International 
Union of North America, United Public Employees of California, LIUNA/UPEC. 
Source: City of Carmel-by-the-Sea. 

Pension Plans 

This caption contains certain information relating to California Public Employees' 
Retirement System ("Ca/PERS'?. The information is primarily derived from information produced 
by Ca/PERS, its independent accountants and actuaries. The City has not independently verified 
the information provided by Ca/PERS and makes no representations and expresses no opinion 
as to the accuracy of the information provided by Ca/PERS. 

The comprehensive annual financial reports of Ca/PERS are available on its Internet 
website at www.calpers.ca.gov. The Ca/PERS website also contains Ca/PERS' most recent 
actuarial valuation reports and other information concerning benefits and other matters. Such 
information is not incorporated by reference in this Official Statement. None of the Authority, City 
or Underwriter can guarantee the accuracy of such information. Actuarial assessments are 
"forward-looking" statements that reflect the judgment of the fiduciaries of the pension plans, and 
are based upon a variety of assumptions, one or more of which may not materialize or may be 
changed in the future. Actuarial assessments will change with the future experience of the 
pension plans. 

Overview of City's Pension Plans and Funded Status. The City has two pension plans 
with Cal PERS - the Safety Plan for its sworn employees and the Miscellaneous Plan for all others. 
Over the past decade, like many public agencies in the State, the City has seen that the cost of 
the City's pension benefits has risen dramatically. The primary reasons for the cost increases are 
investment losses caused by the last recession, demographic changes, and CalPERS policy 
changes. Certain CalPERS policy charges are described below. 

Implementation of GASB Nos. 68 and 71. In June 2012 and November 2013, the 
Governmental Accounting Standards Board issued GASB Statement No. 68, Accounting and 
Financial Reporting for Pensions-an amendment of GASB Statement No. 27 ("GASB Statement 
No. 68") and GASB No. 71, Pension Transition for Contributions Made Subsequent to the 
Measurement Date - An Amendment of GASB Statement No. 68 ("GASB Statement No. 71 " ) ,  
respectively. The primary objective of GASB Statement No. 68, as amended, is to improve 
accounting and financial reporting by state and local governments for pensions and improve 
information provided by state and local governmental employers about financial support for 
pensions that is provided by other entities. 
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GASB Statement No. 68, as amended, revised the accounting treatment of defined benefit 
pension plans, changing the way expenses and liabilities are calculated and how state and local 
government employers report those expenses and liabilities in their financial statements. Major 
changes include: (i) the inclusion of unfunded pension liabilities on the government's balance 
sheet (previously, such unfunded liabilities were typically included as notes to the government's 
financial statements); (ii) pension expense incorporates more rapid recognition of actuarial 
experience and investment returns and is no longer based on the employer's actual contribution 
amounts; (iii) lower actuarial discount rates that are required to be used for underfunded plans in 
certain cases for purposes of the financial statements; (iv) closed amortization periods for 
unfunded liabilities that are required to be used for certain purposes of the financial statements; 
and (v) the difference between expected and actual investment returns to will be recognized over 
a closed five-year smoothing period. The reporting requirements took effect in Fiscal Year 2014-
15. Based on the adoption of the new accounting standards, beginning with the Fiscal Year 2014-
15 actuarial valuation, the annual required contribution and the annual pension expense will be 
different. GASB Statement No. 68, as amended, changes the reporting and disclosure 
requirements for financial statement accounting purposes, but it does not change the City's 
pension plan funding obligations and, therefore, had no effect on the City's General Fund. 

Plan Description. All qualified permanent and probationary employees are eligible to 
participate in the City's Miscellaneous and Safety Employee Pension Plans (the "Plans"), which 
are cost-sharing multiple employer defined benefit pension plans administered by CalPERS. 
Benefit provisions under the Plans are established by State statute and City resolution. CalPERS 
issues publicly available reports that include a full description of the pension plans regarding 
benefit provisions, assumptions and membership information that can be found on the CalPERS 
website. 

Benefits Provided. CalPERS provides service retirement and disability benefits, annual 
cost of living adjustments and death benefits to plan members, who must be public employees 
and beneficiaries. Benefits are based on years of credited service, equal to one year of full-time 
employment. The cost of living adjustments for the Plans are applied as specified by the Public 
Employees' Retirement Law. 

The provisions and benefits of each Plan that were in effect at June 30, 2019, are 
summarized as follows: 

Hire Date 
Benefit Formula 
Benefit Vesting Schedule 
Benefit Payments 
Retirement Age 
Monthly Benefits, As a % of Eligible 
Compensation 
Required Employee Contribution Rates 
Required Employer Contributions Rates 
Contractual employee contribution rates 
Contractual employer contribution rates 

Miscellaneous Plan 

Classic Tier I 
<4/15/2012 
2% @ 55 
5 Years 

Monthly for Life 
55 

2.0% to 2.5% 
6.902% 
9.409% 
9.902% 
6.409% 
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Classic Tier I I  
>=4/15/2012 

2% @ 60 
5 Years 

Monthly for L ife 
60 

2.00% 
6.912% 
7.634% 
9.912% 
4.634% 

PEP RA 
>= 1/1/2013 
2% @ 62 
5 Years 

Monthly for Life 
62 

2.00% 
6.250% 
6.842% 
9.250% 
3.842% 



Hire Date 
Benefit Formula 
Benefit Vesting Schedule 
Benefit Payments 
Retirement Age 
Monthly Benefits, As a % of Eligible 
Compensation 
Required Employee Contribution Rates 
Required Employer Contributions Rates 
Contractual employee contribution rates 
Contractual employer contribution rates 

Classic Tier I 
<4/15/2012 
2% @ 55 

Safety Plan 

5 Years 
Monthly for Life 

50 

2.00% 
8.989% 

20.556% 
11.989% 
17.556% 

Classic Tier I I  
>=4/15/2012 

2% @ 60 
5 Years 

Monthly for L ife 
50 

2.00% 
8.936% 
15.719% 
11 .936% 
12.719% 

Source: Carmel-by-the-Sea Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2019. 

PEP RA 
>= 1/1/2013 
2% @ 62 
5 Years 

Monthly for Life 
57 

2.00% 
12.000% 
12. 141% 
15.000% 
9. 141% 

Beginning in Fiscal Year 2015-16, CalPERS collects employer contributions for the Plan 
as a percentage of payroll for the normal cost portion as noted in the rates above and as a dollar 
amount for contributions toward the unfunded liability ("UAL"). The dollar amounts are billed on 
a monthly basis or the City can elect a lump sum payment option. 

Employees Covered. At June 30, 2019, the following employees were covered by the 
benefit terms for the Plans. 

Employees 
Active 
Transferred 
Separated 
Retired 

Total 

Miscellaneous 
53 

17 
33 

104 
207 

Safety 
19 
19 
11 
51 

100 

Source: Carmel-by-the-Sea Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2019. 

Contributions. Section 20814(c) of the California Public Employees' Retirement Law 
requires that the employer contribution rates for all public employers be determined on an annual 
basis by the actuary and shall be effective on the July 1 following notice of a change in the rate. 
Funding contributions for both Plans are determined annually on an actuarial basis as of June 30 
by CalPERS. The actuarially determined rate is the estimated amount necessary to finance the 
costs of benefits earned by employees during the year, with an additional amount to finance any 
unfunded accrued liability. The City is required to contribute the difference between the actuarially 
determined rate and the contribution rate of employees. 

For Fiscal Year 2018-19, the City made a total contribution of $1.6 million to the Plans 
($0.7 million for Miscellaneous, and $0.8 million for Safety), and for Fiscal Year 2019-20, the City 
made a total contribution of $1.9 million to the Plans ($0.9 million for Miscellaneous, and $1.0 
million for Safety). This is projected to grow to an estimated total contribution of $2.4 million in 
Fiscal Year 2020-21. 

Net Pension Liability. The City's net pension liability for the Plans is measured as the 
proportionate share of the net pension liability. The net pension liability of the Plans are measured as 
of June 30, 2018, and the total pension liability for the Plans used to calculate the net pension liability 
was determined by an actuarial valuation as of June 30, 2017 rolled forward to June 30, 2018 using 
standard update procedures. The City's proportion of the net pension liability was based on a 
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projection of the City's long-term share of contributions to the pension plans relative to the projected 
contributions of all participating employers, actuarially determined. 

As of June 30, 2019, the City reported net pension liabilities for its proportionate shares of 
the net pension liability as follows: 

Miscellaneous 
Safety 

Total 

Proportionate Share of Net 
Pension Liability/{Asset) 

$10,060,596 
9,859,972 

19,920,568 

Source: Carmel-by-the-Sea Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2019. 

Changes in Net Pension Liability are subject to various assumption and are sensitive to 
changes in the discount rate for the Miscellaneous Plan and the Safety Plan, among other things. 
For additional details on the Miscellaneous Plan and the Safety Plan and related matters, see 
Note 8 to the City's audited financial statements for the Fiscal Year ending June 30, 2019, 
attached hereto as Appendix A. 

Recent Actions Taken by Ca/PERS. At its April 17, 2013, meeting, CalPERS' Board of 
Administration (the "Board of Administration") approved a recommendation to change the 
CalPERS amortization and smoothing policies. Prior to this change, CalPERS employed an 
amortization and smoothing policy that spread investment returns over a 15-year period with 
experience gains and losses paid for over a rolling 30-year period. As a result, CalPERS now 
employs an amortization and smoothing policy that will pay for all gains and losses over a 30-year 
period with a five-year ramp-up, and five-year ramp-down, period. The new amortization and 
smoothing policy was used for the first time in the June 30, 2013 actuarial valuations in setting 
employer contribution rates for Fiscal Year 2015-16. On February 13, 2018, the Board of 
Administration voted to shorten the period over which Cal PERS will amortize actuarial gains and 
losses from 30 years to 20 years for new pension liabilities, effective for the June 30, 2019 
actuarial valuations. Amortization payments for all unfunded accrued liability bases will be 
computed to remain a level dollar amount throughout the amortization period, and certain 5-year 
ramp-up and ramp-down periods will be eliminated. 

On February 18, 2014, the Board of Administration approved new demographic actuarial 
assumptions based on a 2013 study of recent experience. The largest impact, applying to all 
benefit groups, is a new 20-year mortality projection reflecting longer life expectancies and that 
longevity will continue to increase. Because retirement benefits will be paid out for more years, 
the cost of those benefits will increase as a result. The Board of Administration also assumed 
earlier retirements for Police 3%@50, Fire 3%@55, and Miscellaneous 2.7%@55 and 3%@60, 
which will increase costs for those groups. As a result of these changes, rates increased beginning 
in Fiscal Year 2016-17 (based on the June 30, 2014 valuation) with full impact in Fiscal Year 
2020-21. 

On November 18, 2015, the Board of Administration adopted a funding risk mitigation policy 
intended to incrementally lower its discount rate - its assumed rate of investment return - in years 
of good investment returns, help pay down the pension fund's unfunded liability, and provide 
greater predictability and less volatility in contribution rates for employers. The policy establishes 
a mechanism to reduce the discount rate by a minimum of 0.05 percentage points to a maximum 
of 0.25 percentage points in years when investment returns outperform the existing discount rate, 
currently 7.375%, by at least four percentage points. CalPERS staff modeling anticipates the 
policy will result in a lowering of the discount rate to 6.5% in about 21 years, improve funding 
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levels gradually over time and cut risk in the pension system by lowering the volatility of 
investment returns. More information about the funding risk mitigation policy can be accessed 
through Cal PERS' web site at the following website address: 
https://www.calpers.ca.gov/page/newsroom/calpers-news/2015/adopts-funding-risk-mitigation
policy. This policy is in suspense until the discount rate is fully reduced to 7.000% as described 
below. The reference to this Internet website is provided for reference and convenience only. 
The information contained within the website may not be current, has not been reviewed by the 
City and is not incorporated in this Official Statement by reference. 

On December 21, 2016, the Board of Administration voted to lower its discount rate from 
7.5% to 7.0% over a three-year period. For public agencies like the City, the discount rate of 
7.000% became effective on July 1, 2019. Lowering the discount rate means employers that 
contract with CalPERS to administer their pension plans will see increases in their normal costs 
and unfunded actuarial liabilities. 

Other Post-Employment Benefits (OPEB). The City Healthcare Plan (the "Plan") is a 
single-employer defined benefit healthcare plan administered by the City. The Plan provides 
access to lifetime healthcare benefits to eligible retirees and their dependents. The City provides 
retiree medical benefits through the California Public Employees' Retirement System healthcare 
program (PEMHCA). For eligible retirees, the City contributes not less than 5% of the active 
contribution times years in PEMHCA (max $100/month increase). For purposes of its contract 
with PEMHCA, the City uses a statutory schedule to determine its monthly contribution on behalf 
of each active employee. The statutory amount is $133.00 for 2018 and will be indexed by the 
Medical CPI each year thereafter. 

The City offers the same medical plans to its retirees and surviving spouses as to its active 
employees, with the exception that once a retiree become eligible for Medicare, he or she must 
join a Medicare HMO or a Medicare Supplement plan, with Medicare becoming the primary payer. 
Employees become eligible to retire and receive City-paid healthcare benefits upon attainment of 
age 50 and 5 years of service (age 52 for Miscellaneous PEPRA employees). The City 
contribution towards retiree health benefits is determined under the "equal contribution method" 
under PEMHCA, whereby the contribution is 100% of the City's statutory contribution for active 
employees ($133/month for 2018 and scheduled to be indexed by medical inflation for years after 
2018). No stand-alone financial are issued for this plan as it is not a trusted plan. 

The City makes contributions based on a pay-as-you-go basis as approved by the 
authority of the City's board. Total benefit payments included in the measurement period were 
$159,107. The actuarially determined contribution for the measurement period was $476,574. 
The City's contributions and benefit payments were 2.49% of payroll during the measurement 
period June 30, 2019 (reporting period June 30, 2019). Employees are not required to contribute 
to the plan. There have been no assets accumulated in a trust to provide for the benefits of this 
plan. 

To set aside amounts to address its OPEB liabilities, the City has established an OPEB 
Liability Reserve Fund. There is no minimum requirement for this fund. There is currently $1.8 
million in the fund and, as a result of the COVID-19 pandemic, no planned activity in the budget 
for Fiscal Year 2020-21. 

See Note 9 to the City's audited financial statements for the Fiscal Year Ended June 30, 
2019, included in Appendix A hereto, for additional details regarding the City's pension and other 
employee benefits, including as relates to OPEB. 
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Potential Establishment of Section 115 Trust and Other Options to Address Pension 
Obligations. In 2019, the City Council authorized City staff to move forward with gathering 
additional information regarding establishing a Section 115 Retirement Trust to address some of 
its unfunded future pension obligations. In February 2019, City staff released a request for 
proposals for ongoing trust administration duties. Due to various factors, the City has not yet 
established a Section 115 Retirement Trust and continues to evaluate that option, along with 
various other options, to address its unfunded future pension obligations. 

Risk Management 

The City is a member of CSAC-EIA (California State Association of Counties Excess 
Insurance Authority) which is a shared risk pool. CSAC-EIA covers claims for the City for both 
Workers Compensation and General Liability. The City's Liability SIR is pre-funded through 
CSAC-EIA for 8 quarters of payments made on behalf of City. Currently, the SIR fund for the City 
with CSAC-EIA is maintained at $8,183. If the pre-funded SIR balance drops below this amount, 
the City is billed by CSAC-EIA to replenish the fund to the $8, 183 level. The City does not make 
claim payments, they are all issued by the City's third-party administrator from the CSA-EIA 
account. 

The City has two layers of Liability coverage through CSAC-EIA and under the first layer, 
the Primary General Liability layer, there is an SIR (Self-Insured Retention) of $10,000 per claim. 
Thereafter, the next layer of coverage kicks in (General Liability 1 program) which carries an SIR 
of $100,000, which is satisfied by exhausting the coverage limit of $100,000 under the Primary 
Liability program. The maximum limit of coverage under the primary General Liability 1 program 
is $25 million. The City retains the risk of loss above $25 million. 

For Workers Compensation, the City is a member of both the CSAC-EIA Primary Workers 
Compensation program and then, the CSAC-EIA Excess Workers Compensation program. The 
Primary Workers compensation program provides dollar 1 coverage to the City for Workers 
Compensation claims. In other words, City has no deductible or SIR. This layer of Workers 
Compensation coverage carries a maximum limit of $125,000 per occurrence. Thereafter, CSAC
EIA's excess coverage steps in and the SIR is $125,000 which again, is satisfied by exhausting 
the limits of coverage under the Primary Workers Compensation program. The upper limit of 
coverage under the Excess Workers Compensation program is "statutory". What this means is 
that regardless of the total cost of the claim, it is covered under the CSAC-EIA Excess Workers 
Compensation program. There is absolutely no monetary exposure to the City under these two 
Workers Compensation programs except for the premium costs to purchase this coverage. The 
City has had no settlements which exceeded insurance coverage in the last three Fiscal Years 
and no significant changes or reductions in insurance coverage during the current year. 

Direct and Overlapping Debt 

Set forth on the following page is a direct and overlapping debt report for the City (the 
"Debt Report") prepared by California Municipal Statistics, Inc. and dated as of September 1, 
2020. 

The Debt Report is included for general information purposes only. The City has not 
reviewed the Debt Report for completeness or accuracy and makes no representations in 
connection therewith. The Debt Report generally includes long term obligations sold in the public 
credit markets by public agencies whose boundaries overlap the boundaries of the City in whole 
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or in part. Such long-term obligations generally are not payable from revenues of the City (except 
as indicated) nor are they necessarily obligations secured by land within the City. In many cases 
long-term obligations issued by a public agency are payable from the general fund or other 
revenues of such public agency. The total 2020-21 assessed valuation of $4,718,249,204 
reflected in the Debt Report is provided by California Municipal Statistics, Inc. Neither the City, 
the Authority nor the Underwriter has verified this information. 

TABLE 16 
City of Carmel-by-the-Sea 

Direct and Overlapping Debt Statement 
As of September 1 ,  2020 

2020-21 Assessed Valuation: $4,718,249,204 

OVERLAPPING TAX AND ASSESSMENT DEBT: 
Monterey Peninsula Community College District 
Carmel Unified School District 
Monterey County Water Resources Authority Zone 2C 

TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT 

DIRECT AND OVERLAPPING GENERAL FUND DEBT: 
Monterey County General Fund Obligations 
Monterey County Office of Education Certificates of Participation 
City of Carmel-by-the-Sea General Fund Obligations 
City of Carmel-by-the-Sea Pension Obligation Bonds 

% Applicable 
11.570% 
23.935 

6.371 

6.371% 
6.371 

100.000 
100.000 

TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT 
Less: Monterey County supported obligations 

TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT 

GROSS COMBINED TOTAL DEBT 
NET COMBINED TOTAL DEBT 

Ratios to 2020-21 Assessed Valuation: 
Combined Direct Debt ($6,8 70,000) ................................... 0.15% 
Total Overlapping Tax and Assessment Debt ....................... 0.40% 
Gross Combined Total Debt.. ............................................... 0.74% 
Net Combined Total Debt ..................................................... 0.74% 

(1) Excludes issue to be sold. 

Debt 9/1/20 
$12,711,788 

4,647,805 
1,297,773 

$18,657,366 

$ 9,443,263 
85,053 

4,890,000(1 ) 

1,980,000 
$16,398,316 

223,032 
$16,175,284 

$35,055,682(2) 

$34,832,650 

(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and non-bonded capital lease obligations. 
Source: California Municipal Statistics, Inc. 
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CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ON TAXES AND APPROPRIATIONS 

The constitutional and statutory provisions discussed in this section have the potential to 
affect the ability of the City to levy taxes and spend tax proceeds for operating and other purposes. 

Article XIIIA of the State Constitution 

Section 1 (a) of Article XIIIA of the State Constitution limits the maximum ad valorem tax 
on real property to 1 % of full cash value (as defined in Section 2 of Article XIIIA), to be collected 
by counties and apportioned according to law. Section 1 (b) of Article XI IIA provides that the 1 % 
limitation does not apply to ad valorem taxes to pay interest or redemption charges on (1) 
indebtedness approved by the voters prior to June 1, 1978 or (2) any bonded indebtedness for 
the acquisition or improvement of real property approved on or after June 1, 1978, by two thirds 
of the votes cast by the voters voting on the Proposition. Section 2 of Article XIIIA defines "full 
cash value" to mean "the county assessor's valuation of real property as shown on the 1975--76 
tax bill under 'full cash value' or, thereafter, the appraised value of real property when purchased, 
newly constructed, or a change in ownership has occurred after the 1975 assessment." The full 
cash value may be adjusted annually to reflect inflation at a rate not to exceed 2% per year, or to 
reflect a reduction in the consumer price index or comparable data for the area under taxing 
jurisdiction or reduced in the event of declining property value caused by substantial damage, 
destruction or other factors. Legislation enacted by the State Legislature to implement Article XI I IA 
provides that notwithstanding any other law, local agencies may not levy any ad valorem property 
tax except to pay debt service on indebtedness approved by the voters as described above. 

The voters of the State subsequently approved various measures that further amended 
Article XIIIA. One such amendment generally provides that the purchase or transfer of (i) real 
property between spouses or (ii) the principal residence and the first $1,000,000 of the full cash 
value of other real property between parents and children, does not constitute a "purchase" or 
"change of ownership" triggering reassessment under Article XIIIA. This amendment could serve 
to reduce the property-tax revenues of the City. Other amendments permitted the State 
Legislature to allow persons over 55 or "severely disabled homeowners" who sell their residences 
and buy or build another of equal or lesser value within two years in the same county, to transfer 
the old residence's assessed value to the new residence. 

In the November 1990 election, the voters approved the amendment of Article XIIIA to 
permit the State Legislature to exclude from the definition of "newly constructed" the construction 
or installation of seismic retrofitting improvements or improvements utilizing earthquake hazard 
mitigation technologies constructed or installed in existing buildings after November 6, 1990. 

Article XIIIA has also been amended to permit reduction of the "full cash value" base in 
the event of declining property values caused by damage, destruction or other factors, provided 
that there would be no increase in the "full cash value" base in the event of reconstruction of 
property damaged or destroyed in a disaster. 

Article XIIIB of the State Constitution 

Article XIIIB of the State Constitution limits the annual appropriations of the State and of 
any city, county, school district, special district, authority or other political subdivision of the State 
to the appropriations limit for the prior Fiscal Year, as adjusted for changes in the cost of living, 
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population and services for which the fiscal responsibility is shifted to or from the governmental 
entity. The "base year" for establishing this appropriations limit is the 1978-79 Fiscal Year. The 
appropriations limit may also be adjusted in emergency circumstances, subject to limitations. 

Appropriations of an entity of local government subject to Article XIIIB generally include 
authorizations to expend during a Fiscal Year the "proceeds of taxes" levied by or for the entity, 
exclusive of certain State subventions, refunds of taxes, and benefit payments from retirement, 
unemployment insurance and disability insurance funds. "Proceeds of taxes" include but are not 
limited to, all tax revenues, certain State subventions received by the local governmental entity 
and the proceeds to the local governmental entity from (1) regulatory licenses, user charges, and 
user fees (to the extent that such proceeds exceed the cost of providing the service or regulation) 
and (2) the investment of tax revenues. Article XIIIB provides that if a governmental entity's 
revenues in any year exceed the amounts permitted to be spent, the excess must be returned by 
revising tax rates or fee schedules over the subsequent two Fiscal Years. 

Article XIIIB does not limit the appropriation of moneys to pay debt service on 
indebtedness existing or authorized as of January 1, 1979, or for bonded indebtedness approved 
thereafter by a vote of the electors of the issuing entity at an election held for that purpose, or 
appropriations for certain other limited purposes. Furthermore, Article XIIIB was amended in 1990 
to exclude from the appropriations limit "all qualified capital outlay projects, as defined by the 
Legislature" from proceeds of taxes. The Legislature has defined "qualified capital outlay project" 
to mean a fixed asset (including land and construction) with a useful life of 10 or more years and 
a value which equals or exceeds $100,000. As a result of this amendment, the appropriations to 
pay the lease payments on the City's long term General Fund lease obligations are generally 
excluded from the City's appropriations limit. 

The City has never exceeded its appropriations limit. 

Articles XIIIC and XIIID of the State Constitution 

General. On November 5, 1996, the voters of the State approved Proposition 218, known 
as the "Right to Vote on Taxes Act." Proposition 218 adds Articles XIIIC and XIIID to the California 
Constitution and contains a number of interrelated provisions affecting the ability of the City to 
levy and collect both existing and future taxes, assessments, fees and charges. 

On November 2, 2010, California voters approved Proposition 26, entitled the 
"Supermajority Vote to Pass New Taxes and Fees Act." Section 1 of Proposition 26 declares that 
Proposition 26 is intended to limit the ability of the State Legislature and local government to 
circumvent existing restrictions on increasing taxes by defining the new or expanded taxes as 
"fees." Proposition 26 amended Articles XIIIA and XIIIC of the State Constitution. The 
amendments to Article XIIIA limit the ability of the State Legislature to impose higher taxes (as 
defined in Proposition 26) without a two-thirds vote of the Legislature. The amendments to Article 
XIIIC define "taxes" that are subject to voter approval as "any levy, charge, or exaction of any kind 
imposed by a local government," with certain exceptions. 

Taxes. Article XIIIC requires that all new local taxes be submitted to the electorate before 
they become effective. Taxes for general governmental purposes of the City ("general taxes") 
require a majority vote; taxes for specific purposes ("special taxes"), even if deposited in the City's 
General Fund, require a two-thirds vote. 
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Property-Related Fees and Charges. Article XIIID also adds several provisions making 
it generally more difficult for local agencies to levy and maintain property-related fees, charges, 
and assessments for municipal services and programs. These provisions include, among other 
things, (i) a prohibition against assessments which exceed the reasonable cost of the proportional 
special benefit conferred on a parcel, (ii) a requirement that assessments must confer a "special 
benefit," as defined in Article XIIID, over and above any general benefits conferred, (iii) a majority 
protest procedure for assessments which involves the mailing of notice and a ballot to the record 
owner of each affected parcel, a public hearing and the tabulation of ballots weighted according 
to the proportional financial obligation of the affected party, and (iv) a prohibition against fees and 
charges which are used for general governmental services, including police, fire or library 
services, where the service is available to the public at large in substantially the same manner as 
it is to property owners. 

Reduction or Repeal of Taxes, Assessments, Fees and Charges. Article XIIIC also 
removes limitations on the initiative power in matters of reducing or repealing local taxes, 
assessments, fees or charges. No assurance can be given that the voters of the City will not, in 
the future, approve an initiative or initiatives which reduce or repeal local taxes, assessments, 
fees or charges currently comprising a substantial part of the City's General Fund. If such repeal 
or reduction occurs, the City's ability to pay debt service on the Bonds could be adversely affected. 

Burden of Proof Article XIIIC provides that local government "bears the burden of 
proving by a preponderance of the evidence that a levy, charge, or other exaction is not a tax, 
that the amount is no more than necessary to cover the reasonable costs of the governmental 
activity, and that the manner in which those costs are allocated to a payor bear a fair or reasonable 
relationship to the payor's burdens on, or benefits received from, the governmental activity." 
Similarly, Article XIIID provides that in "any legal action contesting the validity of a fee or charge, 
the burden shall be on the agency to demonstrate compliance" with Article XIIID. 

Judicial Interpretation of Proposition 218. The interpretation and application of Articles 
XIIIC and XIIID will ultimately be determined by the courts, and it is not possible at this time to 
predict with certainty the outcome of such determination. 

Impact on City's General Fund. The City does not believe that any material source of 
General Fund revenue is subject to challenge under Proposition 218 or Proposition 26. 

The approval requirements of Articles XIIIC and XIIID reduce the flexibility of the City to 
raise revenues for the General Fund, and no assurance can be given that the City will be able to 
impose, extend or increase the taxes, fees, charges or taxes in the future that it may need to meet 
increased expenditure needs. 

Proposition 1 A; Proposition 22 

Proposition 1A. Proposition 1A, proposed by the Legislature in connection with the 
State's Fiscal Year 2004-05 Budget, approved by the voters in November 2004 and generally 
effective in Fiscal Year 2006-07, provided that the State may not reduce any local sales tax rate, 
limit existing local government authority to levy a sales tax rate or change the allocation of local 
sales tax revenues, subject to certain exceptions. Proposition 1A generally prohibited the State 
from shifting to schools or community colleges any share of property tax revenues allocated to 
local governments for any Fiscal Year, as set forth under the laws in effect as of November 3, 
2004. Any change in the allocation of property tax revenues among local governments within a 
county had to be approved by two-thirds of both houses of the Legislature. 
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Proposition 22. Proposition 22, entitled "The Local Taxpayer, Public Safety and 
Transportation Protection Act," was approved by the voters of the State in November 2010. 
Proposition 22 eliminates or reduces the State's authority to (i) temporarily shift property taxes 
from cities, counties and special districts to schools, (ii) use vehicle license fee revenues to 
reimburse local governments for State-mandated costs (the State will have to use other revenues 
to reimburse local governments), (iii) redirect property tax increment from redevelopment 
agencies to any other local government, (iv) use State fuel tax revenues to pay debt service on 
State transportation bonds, or (v) borrow or change the distribution of State fuel tax revenues. 

Unitary Property 

AB 454 (Chapter 921, Statutes of 1986) provides that revenues derived from most utility 
property assessed by the State Board of Equalization ("Unitary Property"), commencing with the 
1988-89 Fiscal Year, are allocated as follows: (i) each jurisdiction will receive up to 102% of its 
prior year State-assessed revenue; and (ii) if county-wide revenues generated from Unitary 
Property are less than the previous year's revenues or greater than 102% of the previous year's 
revenues, each jurisdiction will share the burden of the shortfall or benefit of the excess revenues 
by a specified formula. This provision applies to all Unitary Property except railroads, whose 
valuation will continue to be allocated to individual tax rate areas. 

The provisions of AB 454 do not constitute an elimination of the assessment of any State
assessed properties nor a revision of the methods of assessing utilities by the State Board of 
Equalization. Generally, AB 454 allows valuation growth or decline of Unitary Property to be 
shared by all jurisdictions in a county. 

Possible Future Initiatives 

Article XIIIA, Article XIIIB and Propositions 218, 26, IA and 22 were each adopted as 
measures that qualified for the ballot pursuant to the State's initiative process. From time to time, 
other initiative measures could be adopted, further affecting the City's revenues or its ability to 
expend revenues. For example, the so-called "split roll" initiative has qualified for the November 
2020 ballot. See "BOND OWNERS' RISKS - Split Roll Initiative" below. 

BOND OWNERS' RISKS 

The following describes certain special considerations and risk factors affecting the 
payment of and security for the Bonds. The following discussion is not meant to be an exhaustive 
list of the risks associated with the purchase of any Bonds and does not necessarily reflect the 
relative importance of the various risks. Potential investors in the Bonds are advised to consider 
the following special factors along with all other information in this Official Statement in evaluating 
the Bonds. There can be no assurance that other considerations will not materialize in the future. 

Dependence on Tourism; COVID-19 Pandemic 

The City's General Fund is highly dependent on tourism-generated tax revenues. The 
tourism industry accounts for all the TOT collected and a significant portion of the Sales Taxes 
collected by the City (including pursuant to Measure D/Measure C). Accordingly, downturns in 
the tourism industry for the City have in the past, and will continue to, result in substantial 
reductions in General Fund revenues. Depending on the length and severity of any such 
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downturn, the City may not have sufficient resources in its General Fund to pay all of its 
obligations, including the Lease Payments securing the repayment of the Bonds. As described 
earlier in this Official Statement, the COVID-19 pandemic has caused a downturn in tourism 
having a material adverse effect on the City's General Fund revenues, which effect may continue 
to worsen. 

The spread of COVID-19, a strain of coronavirus that has been labeled a pandemic, has 
impacted governments, businesses and people in a manner that is having negative effects on 
global and local economies, including the local economy in the City. In addition, stock markets in 
the U.S. and globally have seen significant declines and volatility attributed to coronavirus 
concerns. There can be no assurances that the spread of COVID-19 and/or responses intended 
to slow the spread of COVID-19 such as declining travel and business activity, will not materially 
adversely impact the financial condition of the City and the City's General Fund even more than 
has already occurred. 

As part of the adoption of the City's Fiscal Year 2020-21 budget in June 2020, the City 
projected a shortfall in General Fund revenues versus expenses, and plans to use approximately 
$1.0 million of fund balance from the General Fund to cover the deficit. Deficit funding is not a 
solution that can be employed in perpetuity and the City will continue to need to offset anticipated 
reductions in General Fund revenues with corresponding reductions in expenditures to maintain 
a balanced budget. With respect to projected revenues, in particular, the actual impact to the 
City's General Fund will not be fully understood until actual tax proceeds and other revenues are 
received by the City, which occurs with a lag and which are subject to State and/or County-wide 
orders regarding "sheltering in place" and deferrals of payments of certain taxes that are outside 
the control of the City. 

No Pledge of Taxes 

General. The obligation of the City to pay the Lease Payments and Additional Rental 
Payments does not constitute an obligation of the City for which the City is obligated to levy or 
pledge any form of taxation or for which the City has levied or pledged any form of taxation. The 
obligation of the City to pay Lease Payments and Additional Rental Payments does not constitute 
a debt or indebtedness of the City, the State of California or any of its political subdivisions within 
the meaning of any constitutional or statutory debt limitation or restriction. 

The City is currently liable on other obligations payable from general revenues, which are 
described above under "CITY FINANCIAL INFORMATION - Long-Term Obligations Payable Out 
of General Fund." 

Limitations on Taxes and Fees. Certain taxes, assessments, fees and charges 
presently imposed by the City could be subject to the voter approval requirements of Article XIIIC 
and Article XIIID of the State Constitution. Based upon the outcome of an election by the voters, 
such fees, charges, assessments and taxes might no longer be permitted to be imposed, or may 
be reduced or eliminated and new taxes, assessments fees and charges may not be approved. 
The City has assessed the potential impact on its financial condition of the provisions of Article 
XIIIC and Article XIIID of the State Constitution respecting the imposition and increase of taxes, 
fees, charges and assessments and does not believe that an election by the voters to reduce or 
eliminate the imposition of certain existing fees, charges, assessments and taxes would 
substantially affect its financial condition. However, the City believes that if the initiative power 
was exercised so that all local taxes, assessments, fees and charges that may be subject to 
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Article XIIIC and Article XIIID of the State Constitution are eliminated or substantially reduced, the 
financial condition of the City, including its General Fund, could be materially adversely affected. 

Although the City does not currently anticipate that the provisions of Article XIIIC and 
Article XIIID of the State Constitution would adversely affect its ability to pay Lease Payments and 
its other obligations payable from the General Fund, no assurance can be given regarding the 
ultimate interpretation or effect of Article XIIIC and Article XIIID of the State Constitution on the 
City's finances. See "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS." 

Additional Obligations of the City 

General. The City has existing obligations payable from its General Fund. See "CITY 
FINANCIAL INFORMATION - Long-Term Obligations Payable Out of General Fund." In addition, 
the City is permitted to enter into other obligations which constitute additional charges against its 
revenues without the consent of Owners of the Bonds, and may in the future be subject to liabilities 
payable from the general fund (some of which are described below). To the extent that additional 
obligations are incurred by (or imposed upon) the City, the funds available to pay Lease Payments 
may be decreased. 

The Lease Payments and other payments due under the Lease (including payment of 
costs of repair and maintenance of the Leased Property, taxes and other governmental charges 
levied against the Leased Property) are payable from funds lawfully available to the City. If the 
amounts that the City is obligated to pay in a Fiscal Year exceed the City's revenues for such 
year, the City may choose to make some payments rather than making other payments, including 
Lease Payments and Additional Rental Payments, based on the perceived needs of the City. The 
same result could occur if, because of California Constitutional limits on expenditures, the City is 
not permitted to appropriate and spend all of its available revenues or is required to expend 
available revenues to preserve the public health, safety and welfare. 

Litigation Unrelated to General Fund. The City is subject to litigation arising in the 
normal course of business. In the opinion of the City Attorney, there is no pending litigation which 
is likely to have a material adverse effect on the financial position of the City. 

Ca/PERS Obligations. Many cities and other local agencies in the State have been faced 
with increased payments due to CalPERS in recent years. The City, like many other cities and 
local agencies in the State, is responsible for payments to CalPERS for its share of employee 
pension costs. Amounts owed to CalPERS for pension costs have increased in recent years and 
are expected to continue to increase, as CalPERS implements changes to its discount rate and 
other methodologies for calculating pension costs. See "THE CITY - Pension Plans" for 
additional information on CalPERS. 

No Reserve Fund 

No reserve fund will be established and maintained with respect to the Bonds. As a result, 
in the event on non-appropriation or non-payment of the Lease Payments in full when due, no 
other source of funds will be available to make payments of debt service Bonds while remedial 
actions are taken with respect to such non-appropriation or non-payment. 
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Default 

Whenever any event of default referred to in the Lease happens and continues, the 
Trustee (as assignee of the Authority) is authorized under the terms of the Lease to exercise any 
and all remedies available under law or granted under the Lease. See "APPENDIX C -
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" for a detailed description of available 
remedies in the case of a default under the Lease. 

If a default occurs, there is no remedy of acceleration of the total Lease Payments due 
over the term of the Lease. The Trustee is not empowered to sell the Leased Property and use 
the proceeds of such sale to prepay the Bonds or pay debt service on the Bonds. 

The City will be liable only for Lease Payments on an annual basis and, in the event of a 
default, the Trustee would be required to seek a separate judgment each year for that year's 
defaulted Lease Payments. Any such suit for money damages would be subject to limitations on 
legal remedies against municipalities in the State, including a limitation on enforcement of 
judgments against funds of a Fiscal Year other than the Fiscal Year in which the Lease Payments 
were due and against funds needed to serve the public welfare and interest. 

Abatement 

Under certain circumstances related to damage, destruction, condemnation or title defects 
which cause a substantial interference with the use and possession of the Leased Property, the 
City's obligation to make Lease Payments will be subject to full or partial abatement and could 
result in the Trustee having inadequate funds to pay the principal and interest on the Bonds as 
and when due. See "SECURITY FOR THE BONDS - Abatement" and "APPENDIX C -
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

Although the City is required under the Lease to maintain property and liability insurance 
with respect to the Leased Property, the required insurance coverage is subject to certain 
conditions and restrictions. See "SECURITY FOR THE BONDS - Property Insurance." 

In addition, the City is required to use the proceeds of rental interruption insurance 
maintained under the Lease to make debt service payments on the Bonds during any period of 
abatement. See "SECURITY FOR THE BONDS - Property Insurance." However, there is no 
assurance that the City will receive proceeds of rental interruption insurance in time to make debt 
service payments on the Bonds when due. 

Property Taxes 

Property taxes are typically one of the largest sources of General Fund revenue to the 
City. 

Levy and Collection. The City does not have any independent power to levy and collect 
property taxes. Any reduction in the tax rate or the implementation of any constitutional or 
legislative property tax decrease could reduce the City's property tax revenues, and accordingly, 
could have an adverse impact on the ability of the City to make Lease Payments. Likewise, 
delinquencies in the payment of property taxes could have an adverse effect on the City's ability 
to pay principal of and interest on the Bonds when due. The County has not adopted a Teeter 
Plan, which means all local agencies in the County (including the City) receive only the actual 
amount of property taxes collected by the County on their behalf, including any fees or penalties 
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associated with delinquent property tax payments. See Table 5, above, for historical levy, 
collection and delinquency information. 

Reduction in Inflationary Rate. Article XIIIA of the California Constitution provides that 
the full cash value base of real property used in determining assessed value may be adjusted 
from year to year to reflect the inflationary rate, not to exceed a 2% increase for any given year, 
or may be reduced to reflect a reduction in the consumer price index or comparable local data. 
See "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS." Such measure is computed on a calendar year basis. Because Article 
XIIIA limits inflationary assessed value adjustments to the lesser of the actual inflationary rate or 
2%, there have been years in which the assessed values were adjusted by actual inflationary 
rates, which were less than 2%. Since Article XIIIA was approved, the annual adjustment for 
inflation has fallen below the 2% limitation a limited number of times, and was negative in one 
year. 

The City is unable to predict if any adjustments to the full cash value base of real property 
within the City, whether an increase or a reduction, will be realized in the future. 

Appeals of Assessed Values. There are two types of appeals of assessed values that 
could adversely impact property tax revenues: 

Proposition 8 Appeals. Most of the appeals that might be filed in the City would be 
based on Section 51 of the Revenue and Taxation Code, which requires that for each lien 
date the value of real property must be the lesser of its base year value annually adjusted 
by the inflation factor pursuant to Article XIIIA of the State Constitution or its full cash 
value, taking into account reductions in value due to damage, destruction, depreciation, 
obsolescence, removal of property or other factors causing a decline in value. 

Under California law, property owners may apply for a reduction of their property 
tax assessment by filing a written application with the appropriate county board of 
equalization or assessment appeals board. In most cases, the appeal is filed because the 
applicant believes that present market conditions (such as residential home prices) cause 
the property to be worth less than its current assessed value. These market-driven 
appeals are known as Proposition 8 appeals. 

Any reduction in the assessment ultimately granted as a Proposition 8 appeal 
applies to the year for which application is made and during which the written application 
was filed. These reductions are often temporary and are adjusted back to their original 
values when market conditions improve. Once the property has regained its prior value, 
adjusted for inflation, it once again is subject to the annual inflationary factor growth rate 
allowed under Article XIIIA. 

Base Year Appeals. A second type of assessment appeal is called a base year 
appeal, where the property owners challenge the original (basis) value of their property. 
Appeals for reduction in the "base year" value of an assessment, if successful, reduce the 
assessment for the year in which the appeal is taken and prospectively thereafter. The 
base year is determined by the completion date of new construction or the date of change 
of ownership. Any base year appeal must be made within four years of the change of 
ownership or new construction date. 
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No assurance can be given that property tax appeals in the future will not significantly 
reduce the City's property tax revenues. 

Sales Taxes 

Sales tax revenues (including from Measure D/Measure C) are typically one of the largest 
sources of revenue to the City. Sales tax revenues are based upon the gross receipts of retail 
sales of tangible goods and products by retailers with taxable transactions in the City, which could 
be impacted by a variety of factors, including the local economic downturn that has been caused 
by COVID-19. See "BOND OWNERS' RISKS - Dependence on Tourism; COVID-19 Pandemic." 

In times of economic recession, the gross receipts of retailers often decline, and such a 
decline causes the sales tax revenues received by the City to also decline. The City is already 
experiencing such a decline due to the COVID-19 pandemic. 

In addition, changes or amendments in the laws applicable to the City's receipt of sales 
tax revenues, whether implemented by State legislative action or voter initiative, could have an 
adverse effect on sales tax revenues received by the City. For example, many categories of 
transactions are exempt from the statewide sales tax, and additional categories could be added 
in the future. Currently, most sales of food products for human consumption are exempt; this 
exemption, however, does not apply to liquor or to restaurant meals. The rate of sales tax levied 
on taxable transactions in the City or the fee charged by the CDTFA for administering the City's 
sales tax could also be changed. 

Natural and Man-Made Disasters 

The City is subject to various natural and man-made disasters that could have negatively 
impact private or public properties in the City and/or the City's tourism industry, which could have 
a material adverse effect on the City's General Fund. In particular, there can be no assurance 
that the occurrence of any natural calamity would not cause substantial interference to and costs 
for the City or impact the Leased Property. Risks from natural and man-made disasters include, 
but are not limited to, seismic risks, droughts, wildfires, and sea level rise. Some of these risks 
may be intensified by ongoing climate changes. 

Among other things, the City has created a Climate Action and Adaptation Plan and a 
Climate Committee to evaluate the risks and potential mitigation measures for climate change on 
the City. No funds were allocated to the Climate Committee in the Fiscal Year 2020-21 budget. 

Seismic. Like most of California, the City is located in a seismically active area. If there 
were to be an occurrence of severe seismic activity in the area of the City, such an occurrence 
may adversely affect economic activity in the City, and could have a negative impact on City 
finances, including as a result of destruction of public or private property. 

Droughts. California is subject to droughts from time-to-time. On April 1, 2015, for the 
first time in California's history, Governor Edmund G. Brown directed the State Water Resources 
Control Board to implement mandatory water reductions in cities and towns across California to 
reduce water usage by 25%. Following a wet winter in 2016-17, most of the mandatory water 
reductions were lifted. However, there can be no assurance that drought conditions would not 
re-appear in the future, leading to interference to and costs for the City or reductions in values of 
property in the City. 
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Wildfires. Various communities throughout California have experienced devasting 
wildfires in recent years. Wildfire risk to property in the City could originate from within the forested 
areas within the City, from within the Pescadero Canyon, from the Mission Trail Park or from 
external areas that travel into the City. Hotter temperatures caused by climate change or other 
factors may lead to increased wildfire activity in the area of the City, and is widely believed to 
have occurred already in other parts of the State. 

Sea Level Rise, Flooding and Other Impacts of Climate Change. City finances may 
be negatively impacted by future sea level rise or other negative impacts resulting from climate 
change. These other impacts may include intensity of severe storms, intensity of flooding, and 
species extinction in the coastal areas of the ocean near the City that are a tourism attraction for 
visitors to the City. The overall impact of climate change on the City is not definitive, but particular 
parcels in the City could experience changes to local and regional weather patterns; rising ocean 
levels; increased risk of flooding; coastal erosion; and water restrictions. Any of these factors may 
adversely impact property values of homes and businesses in the City and therefore property 
taxes collected by the City, as well as sales taxes and TOT collected by the City from visitors. 

Split Roll Initiative 

An initiative measure (the "Split Roll Initiative") to amend Article XIIIA has qualified for 
the State's November 2020 ballot. If adopted, the Split Roll Initiative would base property taxes 
for commercial and industrial properties on market values beginning in tax year 2020-21. Such 
market values would be reassessed by the applicable county assessor's office at least once every 
three years. The Split Roll Initiative includes exceptions for businesses with commercial and 
industrial properties with a total market value of less than $3 million (adjusted for inflation), which 
would continue to be subject to property taxes based on purchase price, and exempts from 
property tax assessments up to $500,000 of the value of personal property, or all personal 
property for businesses with fewer than 50 employees. There can be no assurance that the Split 
Roll Initiative will be adopted. Moreover, if the Split Roll Initiative is adopted, the City is unable to 
predict how it would affect the level of commercial building activity within the City and the 
relationship of the assessed value between land use types (i.e. residential versus commercial) in 
the City, or what other impacts the Split Roll Initiative might have on the local economy or the 
City's financial condition. 

Cyber Security 

The City, like many other public and private entities, relies on computer and other digital 
networks and systems to conduct its operations. As a recipient and provider of personal, private 
or other sensitive electronic information, the City is potentially subject to multiple cyber threats, 
including without limitation hacking, viruses, ransomware, malware and other attacks. The City 
maintains insurance coverage for loss resulting from cyber security incidents, however no 
assurance can be given that the City's efforts to manage cyber threats and attacks will be 
successful in all cases, or that any such attack will not materially impact the operations or finances 
of the City, or the administration of the Bonds. The City is also reliant on other entities and service 
providers in connection with the administration of the Bonds, including without limitation the 
County tax collector for the levy and collection of various taxes for the City, the Trustee, and the 
dissemination agent. No assurance can be given that the City and/or the other entities will not be 
affected by cyber threats and attacks in a manner that may affect the Bond owners. 
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Limitations on Remedies Available to Bond Owners 

The ability of the City to comply with its covenants under the Lease may be adversely 
affected by actions and events outside of the control of the City, and may be adversely affected 
by actions taken (or not taken) by voters, property owners, taxpayers or payers of assessments, 
fees and charges. See "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS" above. Furthermore, any remedies available to the owners of the Bonds 
upon the occurrence of an event of default under the Lease or the Indenture are in many respects 
dependent upon judicial actions, which are often subject to discretion and delay and could prove 
both expensive and time consuming to obtain. 

In addition to the limitations on Bond Owner remedies contained in the Lease and the 
Indenture, the rights and obligations under the Bonds, the Lease and the Indenture may be subject 
to the following: the United States Bankruptcy Code and applicable bankruptcy, insolvency, 
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditors' 
rights generally, now or hereafter in effect; usual equity principles which may limit the specific 
enforcement under State law of certain remedies; the exercise by the United States of America 
of the powers delegated to it by the Federal Constitution; and the reasonable and necessary 
exercise, in certain exceptional situations, of the police power inherent in the sovereignty of the 
State and its governmental bodies in the interest of serving a significant and legitimate public 
purpose. Bankruptcy proceedings, or the exercise of powers by the federal or state government, 
if initiated, could subject the Owners of the Bonds to judicial discretion and interpretation of their 
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or 
modification of their rights. 

The opinion to be delivered by Bond Counsel, concurrently with the issuance of the Bonds, 
will include a qualification that the rights of the owners of the Bonds and the enforceability of the 
Bonds and the Indenture, the Lease and the Site Lease may be subject to bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors' rights heretofore or hereafter 
enacted and may also be subject to the exercise of judicial discretion in accordance with principles 
of equity or otherwise in appropriate cases. See "APPENDIX E - FORM OF OPINION OF BOND 
COUNSEL." 

Loss of Tax-Exemption 

As discussed under the caption "TAX MATTERS," interest on the Bonds could become 
includable in gross income for purposes of federal income taxation retroactive to the date the 
Bonds were issued, as a result of future acts or omissions of the City or the City in violation of 
their respective covenants in the Lease and the Indenture. Should such an event of taxability 
occur, the Bonds are not subject to special redemption and will remain Outstanding until maturity 
or until redeemed under other provisions set forth in the Indenture. 

Secondary Market for Bonds 

There can be no guarantee that there will be a secondary market for the Bonds or, if a 
secondary market exists, that any Bonds can be sold for any particular price. Occasionally, 
because of general market conditions or because of adverse history or economic prospects 
connected with a particular issue, secondary marketing practices in connection with a particular 
issue are suspended or terminated. Additionally, prices of issues for which a market is being 
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made will depend upon then-prevailing circumstances. Such prices could be substantially 
different from the original purchase price. 

TAX MATTERS 

Federal Tax Status. In the opinion of Jones Hall, A Professional Law Corporation, San 
Francisco, California, Bond Counsel, subject, however to the qualifications set forth below, under 
existing law, the interest on the Bonds is excluded from gross income for federal income tax 
purposes and such interest is not an item of tax preference for purposes of the federal alternative 
minimum tax. 

The opinions set forth in the preceding paragraph are subject to the condition that the City 
comply with all requirements of the Internal Revenue Code of 1986, as amended (the "Tax Code") 
that must be satisfied subsequent to the issuance of the Bonds in order that the interest thereon 
be, and continue to be, excludable from gross income for federal income tax purposes. The City 
has made certain representations and covenants in order to comply with each such requirement. 
Inaccuracy of those representations, or failure to comply with certain of those covenants, may 
cause the inclusion of such interest in gross income for federal income tax purposes, which may 
be retroactive to the date of issuance of the Bonds. 

Tax Treatment of Original Issue Discount and Premium. If the initial offering price to 
the public at which a Bond is sold is less than the amount payable at maturity thereof, then such 
difference constitutes "original issue discount" for purposes of federal income taxes and State of 
California personal income taxes. If the initial offering price to the public at which a Bond is sold 
is greater than the amount payable at maturity thereof, then such difference constitutes "bond 
premium" for purposes of federal income taxes and State of California personal income taxes. 

Under the Tax Code, original issue discount is treated as interest excluded from federal 
gross income and exempt from State of California personal income taxes to the extent properly 
allocable to each owner thereof subject to the limitations described in the first paragraph of this 
section. The original issue discount accrues over the term to maturity of the Bond on the basis of 
a constant interest rate compounded on each interest or principal payment date (with straight-line 
interpolations between compounding dates). The amount of original issue discount accruing 
during each period is added to the adjusted basis of such Bonds to determine taxable gain upon 
disposition (including sale, redemption, or payment on maturity) of such Bond. The Tax Code 
contains certain provisions relating to the accrual of original issue discount in the case of 
purchasers of the Bonds who purchase the Bonds after the initial offering of a substantial amount 
of such maturity. Owners of such Bonds should consult their own tax advisors with respect to the 
tax consequences of ownership of Bonds with original issue discount, including the treatment of 
purchasers who do not purchase in the original offering to the public at the first price at which a 
substantial amount of such Bonds is sold to the public. 

Under the Tax Code, bond premium is amortized on an annual basis over the term of the 
Bond (said term being the shorter of the Bond's maturity date or its call date). The amount of 
bond premium amortized each year reduces the adjusted basis of the owner of the Bond for 
purposes of determining taxable gain or loss upon disposition. The amount of bond premium on 
a Bond is amortized each year over the term to maturity of the Bond on the basis of a constant 
interest rate compounded on each interest or principal payment date (with straight-line 
interpolations between compounding dates). Amortized Bond premium is not deductible for 
federal income tax purposes. Owners of premium Bonds, including purchasers who do not 
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purchase in the original offering, should consult their own tax advisors with respect to State of 
California personal income tax and federal income tax consequences of owning such Bonds. 

California Tax Status. In the further opinion of Bond Counsel, interest on the Bonds is 
exempt from California personal income taxes. 

Other Tax Considerations. Current and future legislative proposals, if enacted into law, 
clarification of the Tax Code or court decisions may cause interest on the Bonds to be subject, 
directly or indirectly, to federal income taxation or to be subject to or exempted from state income 
taxation, or otherwise prevent beneficial owners from realizing the full current benefit of the tax 
status of such interest. The introduction or enactment of any such legislative proposals, 
clarification of the Tax Code or court decisions may also affect the market price for, or 
marketability of, the Bonds. It cannot be predicted whether or in what form any such proposal 
might be enacted or whether, if enacted, such legislation would apply to bonds issued prior to 
enactment. 

The opinions expressed by Bond Counsel are based upon existing legislation and 
regulations as interpreted by relevant judicial and regulatory authorities as of the date of such 
opinion, and Bond Counsel has expressed no opinion with respect to any proposed legislation or 
as to the tax treatment of interest on the Bonds, or as to the consequences of owning or receiving 
interest on the Bonds, as of any future date. Prospective purchasers of the Bonds should consult 
their own tax advisors regarding any pending or proposed federal or state tax legislation, 
regulations or litigation, as to which Bond Counsel expresses no opinion. 

Owners of the Bonds should also be aware that the ownership or disposition of, or the 
accrual or receipt of interest on, the Bonds may have federal or state tax consequences other 
than as described above. Other than as expressly described above, Bond Counsel expresses no 
opinion regarding other federal or state tax consequences arising with respect to the Bonds, the 
ownership, sale or disposition of the Bonds, or the amount, accrual or receipt of interest on the 
Bonds. 

CERTAIN LEGAL MATTERS 

Jones Hall, A Professional Law Corporation, Bond Counsel, will render an opinion with 
respect to the validity of the Bonds, the form of which is set forth in "APPENDIX E - FORM OF 
OPINION OF BOND COUNSEL." Certain legal matters will also be passed upon for the City and 
the Authority by Jones Hall, as Disclosure Counsel. Certain legal matters will be passed upon for 
the City by the City Attorney, and certain legal matters will be passed upon for the Underwriter by 
its counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation. 

NO LITIGATION 

Except as may otherwise be set forth in this Official Statement, to the best knowledge of 
the City, there is no action, suit, proceeding, inquiry or investigation before or by any court or 
federal, state, municipal or other governmental authority pending and notice of which has been 
served on and received by the City or, to the knowledge of the City, threatened against or affecting 
the City or the assets, properties or operations of the City which, if determined adversely to the 
City or its interests, would have a material and adverse effect upon the consummation of the 
transactions contemplated by or the validity of the Lease, the Site Lease or the Indenture, or upon 
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the financial condition, assets, properties or operations of the City, and the City is not in default 
with respect to any order or decree of any court or any order, regulation or demand of any federal, 
state, municipal or other governmental authority, which default might have consequences that 
would materially adversely affect the consummation of the transactions contemplated by the 
Lease, the Site Lease or the Indenture, or the financial conditions, assets, properties or operations 
of the City, including but not limited to the payment and performance of the City's obligations 
under the Lease. 

RATING 

S&P Global Ratings ("S&P"), a division of Standard & Poor's Financial Services LLC, has 
assigned its municipal bond rating of "AA+" to the Bonds. 

This rating reflects only the views of S&P, and an explanation of the significance of this 
rating, and any outlook assigned to or associated with this rating, should be obtained from S&P. 
Generally, a rating agency bases its rating on the information and materials furnished to it and on 
investigations, studies and assumptions of its own. The City has provided certain additional 
information and materials to the rating agency (some of which does not appear in this Official 
Statement). There is no assurance that this rating will continue for any given period of time or 
that this rating will not be revised downward or withdrawn entirely by the rating agency, if in the 
judgment of the rating agency, circumstances so warrant. Any such downward revision or 
withdrawal of any rating on the Bonds may have an adverse effect on the market price or 
marketability of the Bonds. 

CONTINUING DISCLOSURE 

The City will covenant for the benefit of owners of the Bonds to provide certain financial 
information and operating data by not later than nine months after the end of the City's Fiscal 
Year, or April 1, of each year (based on the City's current Fiscal Year-end of June 30), 
commencing April 1, 2021, with the report for the 2019-20 Fiscal Year (the "Annual Report") and 
to provide notices of the occurrence of certain listed events. 

These covenants have been made in order to assist the Underwriter in complying with 
Securities Exchange Commission Rule 15c2-12(b)(5) (the "Rule"). The specific nature of the 
information to be contained in the Annual Report or the notices of listed events by the City is set 
forth in "APPENDIX D - Form of Continuing Disclosure Certificate." 

The City has previously entered into continuing disclosure undertakings under the Rule in 
connection with the issuance of long-term obligations. During the past five years, the City has 
not failed to comply, in all material respects, with its undertakings under the Rule. 
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MUNICIPAL ADVISOR 

The City and the Authority have retained NHA Advisors, LLC, San Rafael, California, as 
municipal advisor (the "Municipal Advisor") in connection with the offering of the Bonds. All 
financial and other information presented in this Official Statement has been provided by the City 
and the Authority from their records, except for information expressly attributed to other sources. 
The Municipal Advisor takes no responsibility for the accuracy or completeness of the data 
provided by the City, Authority or others and has not undertaken to make an independent 
verification or does not assume responsibility for the accuracy, completeness, or fairness of the 
information contained in this Official Statement. The fee of the Municipal Advisor is contingent 
upon the successful closing of the Bonds. 

UNDERWRITING 

Raymond James & Associates, Inc., as underwriter (the "Underwriter"), has entered into 
a Bond Purchase Agreement with the Authority under which it will purchase the Bonds at a 
purchase price of $4,736, 163.11 (which is equal to the par amount of the Bonds, less an 
Underwriter's discount of $25,738.24, and plus original issue premium of $866,901.35). 

The Underwriter will be obligated to take and pay for all of the Bonds if any are taken. The 
Underwriter intends to offer the Bonds to the public at the offering prices set forth on the inside 
cover page of this Official Statement. After the initial public offering, the public offering price may 
be varied from time to time by the Underwriter. 

PROFESSIONAL SERVICES 

In connection with the issuance of the Bonds, fees payable to the following professionals 
involved in the offering are contingent upon the issuance and delivery of the Bonds: Jones Hall, 
A Professional Law Corporation, as Bond Counsel and Disclosure Counsel; NHA Advisors, LLC, 
as Municipal Advisor; Stradling Yocca Carlson & Rauth, a Professional Corporation, as counsel 
to the Underwriter; and MUFG Union Bank, N.A., as Trustee. 
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EXECUTION 

The execution of this Official Statement and its delivery have been authorized by the Board 
of the Authority and the City Council of the City. 

CITY OF CARMEL·BY .. fHE·SEA PUBLIC 
IMPROVEMENT AUTH Y 

CITY Of CARMEL·BY-THE .. SEA 

City Administrator 
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C ITY OF CAR ME L-BY-TH E -S EA 
P .O .  B OX CC 
CAR ME L-BY-THE -S E A, CA 9392 1 

Dece mber 20, 201 9 

Honorable Mayor, 
Members of the C ity Counci l ,  and 
C itizens of Carme l-by-the-S ea 

S U  BJ ECT: Comprehens ive Annual F inancial Report ·- J une 30, 201 9 

The Comprehens ive Annual F inancial Report (CAF R) for the C ity of Carme l-by-the-S ea for the fisca l  
year  ended J une 30, 201 9 is he reby submitted. 

R E P O RT P U R POS E AND  ORGAN IZATION 

I n  accordance with S tate law, which requ ire s  that the accounts and fiscal affairs of a l l  mun ic ipa l  entities 
be examined annua lly by an independent ce rtified publ ic accountant, the C ity of Carme l-by-the-S ea 
retained an  indepe ndent auditor, C havan and Assoc iates ,  LLP , to audit the C ity's financial statements . 
C havan and Assoc iate s ,  LLP , has issued an  unmodified opinion that the financial statements for the 
year ended J une 30, 201 9, a re fairly prese nted in conformity with gene ra l ly accepted accounting 
principle s (GAAP} .  This opinion, a long with the bas ic financial sratements , a re s ubmitted as the 
Comprehens ive Annual F inancial Report (CAF R }  for the C ity for the fiscal year ended J une 30, 201 9. 
The information inc luded in the financial section of this report fulfi l ls the above requirement 

This report cons ists of C ity management's re presentations rega rd ing the finances of the C ity ofCarme l
by-the -S ea. Management assumes fu l l  re spons ibi l ity for the completeness ,  data accuracy, and fairnes s  
of the information presented, including a l l  footnotes and disc losure s .  Manage ment be l ieves the data 
presented are accurate in all mate ria l re spects and presented in a manner des igned to fairly set forth 
the financial pos ition and res u lts of ope rations of the C ity. 

To provide a reasonable bas is for making these  representations ,  C ity manageme nt has establis hed a 
compre hens ive framework of inte rnal controls that is des igned to both protect the C ity's assets from 
los s ,  theft or misuse and to compile sufficiently re l iable information for the preparation of the C ity's 
financial statements in conformity with gene ra l ly accepted accounting princ iple s .  

Because the cost of inte rna l  controls should not exceed the i r  benefits , the C ity's inte rna l  controls have 
been  des igned to provide reasonable , rather than absolute ,  assurance that the financial state me nts a re 
free from mate ria l  misstatements . The audit is intended to provide users with reasonable assurance 
that the information presented is free from mate ria l  mis statements .  As management, we assert, that to 
the best of ou r knowledge and be lief, th is financial report is complete and re liable in a l l  mate ria l  respects . 

G e nera l ly accepted accounting princ iples require manage ment to provide a na rrative introduction, 
ove!View, and ana lys is that accompanies the bas ic financial statements in a format known as the 
Manageme nt's Discuss ion and Analys is (MD&A) . This lette r of trans mittal is intended to augment the 
MD&A and is meant to be read in conjunction with the MD&A. The C ity's M D&A can be found in the 
F inancial S ection of th is document, immediate ly fol lowing the report of the indepe ndent auditor. 
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C ITY OF CAR M E L-BY-THE -S EA P R O F I L E  

Located 1 20 miles south of S an F ranc isco o n  the Monte rey Peninsu la ,  the C ity of Carme l-by-the-S ea 
is a coastal vi l lage with a population of 3 ,987 that is renowned for its natural  beauty, including a white 
sand beach, u rban forest of ove r 9,000 publ ic trees comprised of Monte rey pine s ,  l ive oaks , and 
Monterey cypress  and natu ra l  parklands al l with in a one-square-mile , bui lt-out community. In addition 
to recreationa l opportunitie s afforded by such scene ry, the C ity is a lso known for its a rch itecture and 
din ing and s hopping opportun ities ,  which may be found in the walkable downtown area. I n  addition to 
many C ity sponsored events l ike the C ity P arade , S andcastle Contest and P umpkin Rol l ,  othe r special 
events also occur throughout the year and cu ltu ra l activitie s abound, inc luding at such venues as the 
S unset Cente r pe rforming arts ce nte r  and the Forest Theate r, an  outdoor amphitheate r. 

The median  age of the C ity's res idents is 55 .8  years . Nearly 65 pe rcent of the population age 2 5  or 
olde r have a bache lor's degree .  The C ity's pe r capita income is $ 57,307. The Carme l a rea offers 
outstanding educational opportunities through the Carme l U nified S chool District as we l l  as institutions 
of highe r learning on the Monte rey P eninsu la including the Monte rey P eninsu la Col lege , the Monte rey 
I nstitute for I nte rnational S tud ies ,  Ca l ifornia S tate U nive rs ity Monterey Bay, and the Hopkins Marine 
S tation ope rated by S tanford U nive rs ity. 

Form of G overn ment 

The C ity ofCarme l-by-the-S ea was incorporated on Octobe r 3 1 , l 9 1 6. As a Gene ra l  Law C ity, Carme l
by-the-S ea ope rates unde r a Counci l -C ity Manage r (C ity Administrator) style of gove rnment and de rives 
its power from the Ca l ifornia Constitution and laws enacted  by the S tate legis lature . 

Al l  legis lative power is held by the publ ic ly e lected, five-member C ity Counci l  which cons ists of the 
Mayor and four Counci lmembers .  The Mayor se rves a two-year  te rm while Counci l  members se rve a 
four-year  te rm, with ove rlapping te rms with mun ic ipa l  e lections occu rring in November of each even 
numbered year. The C ity Counci l  is the pol icy making legis lative body of the C ity and it adopts the 
annual budget, enacts ordinances ,  and approves  major contracts , acquis itions and leases .  The Counci l  
appoints the C ity Administrator to serve as the C ity's chief administrative office r. 

The C ity Administrator is respons ible for the enforcement of C ity laws and ordinances ;  ensuring that the 
orders of the C ity Counci l  a re executed;  for supporting Counci l ,  which includes the preparation of 
agendas and the maintenance of records ;  and oversee ing the C ity's day-to-day ope rations . S pec ifical ly ,  
the C ity Administrator ove rsees the departme nts of Community P lanning and B ui ld ing, L ibrary, 
Commun ity Activitie s ,  P ubl ic S afety and P ublic Works and se rves as the director of the centra lized 
administrative functions of the C ity C le rk, F inance , Human Resources and I nformation Technology. 

C ity S e rv ices 

The C ity provides a variety of services to the re s idents , bu s inesses  and vis itors to the v i l lage of Carme l
by-the-S ea. Administration provides ove rs ight of dai ly C ity functions and financial activ ity.  Community 
P lann ing and B u i lding provides bui ld ing safety serv ice s ,  code compl iance and planning functions whi le 
Community Activitie s  and Libra ry manage new and ongoing spec ia l  events and provide l ibra ry services 
at two branch locations . P ubl ic safety services re lated to ambu lance , law enforcement, crime prevention 
and fire protection are provided by the Ambu lance and P olice De partment respective ly whi le fire 
se rvices a re provided through a contract with the C ity of Monte rey. Publ ic Works is re spons ible for 
faci l ity and vehicle maintenance , deve lopment and management of capital projects ; construction ,  
improvement and repa ir of streets ,  s idewalks , pathways and storm dra in syste ms and maintaining the 
Vi l lage forest, parks and shore l ine areas .  
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The CAF R includes a l l  financial activ ities of the C ity. F inancial data for a ll funds through which services 
are provided by the C ity have been  included in th is re port us ing crite ria adopted by the G overnmental 
Accounting S tandards B oa rd (GAS B) ,  which is the authoritative body establis hing U .S .  G e nera lly 
Accepted Accounting P rinciples (GAAP) for local gove rnments . 

B udgetary P ol i cy and Control 

The accounts of the C ity are organized on the bas is of funds . A fund is an  independe nt fiscal and 
accounting entity with a se lf-ba lanced set of accounts . The minimum number of fu nds is maintained 
cons istent with legal and manage ria l  requirements . Annual ly appropriated budgets are legally adopted 
on a budgetary bas is for the gove rnment.a l fund types  and are controlled on a fund and departmental 
leve l .  These funds are used to account for most of the C ity's gene ra l  gove rnment activitie s .  
G overnme nta l fund types use the flow of current financial resources measureme nt focus and the 
modified-accrual bas is of accounting and budgeting. E xpenditu re s a re recognized as encumbrances 
when a commitment is made . U nencumbered appropriations lapse at year-1:;nd. 

The goal of the C ity Administrator is to present a balanced budget to the C ity Counci l  for review and 
adoption. A ba lanced budget is a budget in which sources meet or exceed uses .  Available funding 
sources sha l l  be at least equai to recommended appropriations . As a gene ra l  ru le , the year-end 
undes ignated G ene ra l  F und balance should not be used to fund ongoing ope rations .  

As set in the Carme l Mun ic ipa l  Code prior to the beginning of each fisca l  year, the C ity Counci l  s ha l l 
adopt a budget for expenditu res and antic ipated revenues .  On  or before 1 5  F ebruary of each year, the 
C ity Administrator wil l present to the C ity Counci l  a proposed budget schedule . The C ity Administrator 
prepares and submits to the C ity Counci l  a proposed ope rating and capita l budget for the fo1thcoming 
fiscal year. The C ity Counci l  s ha l l  adopt the budget by 1 J u ly. 

The C ity Administrator sha l l  have the right to approve the transfe r  of appropriations with in a 
departmental budget; however, no additional pos itions sha l l  be created without the authorization of the 
C ity Counci l .  All transfe rs of appropriations between de partments or in regards to capital items or 
projects shal l be approved  by the C ity Counci l .  The C ity Administrator s ha l l  be charged with the 
re spons ibi l ity of control l ing the expenditure s for a l l  depa rtments in accordance with the approved 
budget. A report on current year revenues ,  expenditu res and fund balances sha l l be maintained. 

FACTO RS A F F E CTI NG F I NANC IAL CONDITION 

This brief narrative on the local economy, C ity financial pol icies and major in itiative s outl ined within the 
annual budget are intended to provide context to the M D&A and financial statements .  

Loca l  E c onomy 

The C ity's three major sou rces of Gene ra l  F und revenue inc lude P roperty Tax, S ales and U se Tax and 
Trans ie nt Occupancy Tax, which make up  about 8(Jl;6 of the C ity's revenues .  As shown on the chart 
on the next page entitled "C ity's Major R evenues H istorical Trend", property taxes have been  a strong 
component to the C ity's financial health. S ales taxes have become increas ing ly important to the C ity, 
especia l ly afte r the passage ofa local sa le s  tax measu re by Carme l vote rs in 201 2 .  Trans ie nt occupancy 
taxes  also have s ignificantly contributed to the C ity's revenues and started to outpace prope rty taxes  
as the leading source of revenue beginning in fiscal year 201 3-201 4. 
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H istorica l ly, these  reve nues each represent about 1 /3 of the C ity's total G ene ra l  F und revenues .  These 
revenues a lso i l lustrate the un ique opportun ities attributed to the C ity of Carme l-by-the-S ea ,  which 
refe rs to itse lf as a V i l lage . Located within one square mi le , the C ity is cons ide red to be bu ilt out, which 
limits the ava i labi l ity of new hous ing stock. This limited supply, coupled with a high demand for hous ing 
drive n by the C ity's des irabi l ity as a place to l ive , contributes to the C ity's strong property tax revenues .  

Many of the featu res that contribute to re s idential qual ity of l ife ,  s uch as a tempe rate c l i rnate , natural 
beauty, a rchitecture and unique des ign standards and cu ltu ra l ,  din ing and s hopping opportunities a lso 
attract vis itors . The variety of re staurants and othe r d in ing options located within the C ity's boundary 
as we l l  as a 1t galle rie s ,  jewe l ry and c lothing retai le rs contribute s  to shopping opportunities for res idents 
and vis itors a l ike .  S imila rly, vis itors have a multitude of lodging options with in the Vi l lage and the se 
lodging e stablis hments charge a 1 CB6 trans ient occupancy tax for stays of 30 days or les s .  

Accord ingly ,  both sa les and u se  tax and trans ient occupa ncy tax a re a lso s ignificant sources of the 
C ity's revenue stream. On  November 6, 201 2 ,  the Carme l e lectorate approved a temporary one pe rcent 
transaction and use tax for ten years to raise revenue for gene ral pu rposes ,  known as Measure D.  The 
C ity rece ived its first tranche of Measure D in the spring of 20 1 3, and ,  as s hown in the chart be low 
"C ity's Major Revenues H istorical Trend", the advent of Measure D has increased the viabil ity of sales 
tax as one of the C ity's three major revenue source . 

These three revenue sources continue to remain stable and sound. The economic hea lth of the se 
revenues reflect strong property value s and high consume r  confidence and associated spending due 
to continued economic growth and low unemployment rate s .  Trans ient occupancy taxes  are particularly 
sens itive to changes in consume r  spend ing, trave l prefe rences and the inte rnational economy and 
pol icies to some extent However, the C ity remains a des irable location to vis it and expects trans ient 
occupancy taxes to remain strong. The C ity's economic viabi l ity re l ies on a l l  three of these revenues .  

P rope rty Taxes 

The des irabi l ity of Carme l-by-the-S ea as a place to re s ide , coupled with its l imited hous ing stock, 
contributed to a strong local real e state market I n  addition, the C ity's c lose proximate ly to the B ay Area, 
whe re s ix of the n ine B ay area countie s reported annual sales increases ,  a lso bolste red hous ing price s .  
According to the Cal ifornia Assoc iation of Realtors , the median se l l ing price for Monte rey County for 

Page 4 



April 201 B was $607, 750 compared to $569,000 in April 201 7, reflecting an  increase of 776 . Accord ing 
to the U S  Census and the 201 3-201 7 Ame rican Community S u rvey 5-Year E stimate data , the re a re 
3,630 hous ing u nits within the C ity. The median home price is $ 1 ,290,070. 

l�· $4,t:){}C\i).10 ;;,j 
1' 

� {1,�\�.Jw,��klJ;) 

The C ity has h istorical ly 
ave raged a 5% growth in 
property taxes  each fiscal 
year, large ly due to the 
increase in secu red 
prope rty ta.xe s .  As 
i l lustrated in the chart to the 
left e ntitled "S ecured 
P rope rty Tax Tre nd", 
secured  prope rty taxes 
rose from $3.5 mil l ion in 
fisca l  year  2007-2008 to 
nearly $6.0 mil l ion in fiscal 
year  201 8-201 9. 

In fiscal year  201 8-201 9, 
the total amount of revenue 
rece ived from prope rty 
taxes ,  which includes 

secured prope rty tax, unsecured prope rty ta.x, un itary prope rty taxes and prope rty transfe r  taxes ,  was 
$6.5 mi l l ion. P rope rty taxes represe nted 3 1 %  of the total c itywide revenues received in fisca l  yea r  201 8-
20"! 9. 

S ales and U se Taxes 

S ales and use taxes includes the C ity's share of the statewide sales tax ( B radley Bums) as we l l  as the 
C ity's 1 %  local sales tax known as Measure D. Togethe r sa les tax revenue tota led $5 .7  mil l ion in fiscal 
year  201 8-201 9, which represented 27°;6 of total c itywide revenues .  The majority of sales a re attributed 
to G ene ra! Consumer G oods (47°;6 )  and Restaurants and Hote ls ( 36% ). S ales tax revenue s l ightly 
exceeded the C ity's budgeted  expectations ,  finis h ing the fiscal year at 4% over  the fiscal year  201 8-
201 9 adopted budget ta rget. 

Trans ie nt Occupancy Taxes 

I n  addition to be ing a des i rable place to l ive , Carme l-by-the-S ea a lso has a reputation for be ing a vis itor 
destination and the C ity imposes a trans ient occupancy tax, or "hote l tax'' of 1 0%  of the rent charged 
by a lodg ing provide r for stay of 30 days or le s s .  The re are cu rre ntly 46 lodging establis hments 
(hote l s finns/mote ls) that a re subject to this tax. As shown on the chart "Trans ient Occupancy Taxes 
Trend" on the next page , trans ient occupancy taxes have been  on the rise ove r the last five fiscal years . 
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Carme l-by-the-
S ea continued to 
remain a popu la r 
trave l destination, 
due in pa rt to the 
popu la rity of golf 
and automobile --
themed special 
events . The 
summe r season 
of J u ly through 
S eptember is a 
popu lar time for 
guests to vis it, 
a lthough the 
autumn months 
have recently 
shown an uptick. 
Calendar yea r  

I 

201 8 was plagued by a series of devastating wi ldfire s ,  particu larly to the northern part of the S tate , 
which a lso contributed to an  increase in vis itors . Moreove r, the actua l  room rates imposed by lodging 
provide rs remained strong, which also contributed to the healthy pe rformance of th is revenue . 

Trans ie nt occupa ncy tax generated $6.9 mil l ion in fiscal year 201 8-201 9, making it the C i ty's lead ing 
revenue source , and representing 34% of total revenues .  This revenue ended the fiscal year  nearly 
$500,000 ove r the budget projection of $6.4 mil l ion. The fiscal year  201 8--201 9 actual was 8?.,-6 ove r  the 
fiscal year  201 8-20 1 9  adopted budget and we l l  a bove the 3% antic ipated growth. 

Re l evant F i nanc ia l  P ol ic ie s  

F inancial and B udget P ol icies 

The C ity Counci l  adopted Counci l  Policy C94--01 : F inancial and B udget P ol icies to provide direction to 
he lp ensure sound fiscal planning and the management of fisca l  integrity. The Pol icies pe rtain to the 
capital and ope rating budgets ,  fund balance,  debt management and investments . 

S eve ra! capital policy guide l ines were met, or exceeding ,  including: 
.. Capital improvement expenditure s ,  le s s  road mainte nance expenditu re s ,  were budgeted  at 1 8°A> 

of total revenues ,  we l l  a bove the policy gu ide l ine of budgeting capita l at 3 .5% of total revenues .  
"' F unding for road maintenance has improved the P avement Condition I ndex (PC !) .  The PC !  has 

increased from 62 in 201 7 to 78 in 201 8. 
" Public pa rtic ipation re rna ined a priority. The deve lopment of the capital improvement program 

included seve ral workshops and public meetings to sol icit public comment. 
II All projects were cons istent with the C ity's Gene ra l  P lan .  
" Capital projects thatwe re not encumbered or completed during the fiscal yearwe re re -budgeted .  

The C ity was not financially able to set as ide 2ffAi of the estimated total five -year  capita.I improvement 
plan project expenditu res in a rese rve nor was it able to set as ide 1 fYA> of unrestricted capita.I project 
funds for unantic ipated capital project expenditure s .  
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Adhe rence to these guide l ines would require additional revenues or a re -direction of funding for othe r 
planned expenditures ,  including foregoing funding for necessa iy capital projects pe rtaining to public 
safety, the protection of natural resou rces and critica l infrastructure in orde r to place fu nds into a re se rve 
for futu re capital projects . 

Pol icy gu ide l ines perta in ing to the ope rating management were adhe red to as feas ible ; a lthough the 
increase in expenditure costs such as pe rsonne l and retirement, constra ined the C ity from be ing able 
to implement guide l ines to inc lude a "revenue buffe r'' of at least 5% of projected expend iture s and a 
C ity Discretionaiy Account of . 5% of total G enera l  Fund expenditures  within the adopted budget. 
However, the budget was balanced and ongoing expenses were not funded with one-time revenues .  
The fiscal year  201 8-201 9 adopted budget included the use of $ 1  .9 mil l ion in G ene ral Fund ba lance ; 
however, th is was to support a one -time capita l project, the P ol ice Department Re novation, and no 
re se rves were used.  This project was modified throughout the cou rse of the fiscal year and the project 
budget reduced to $900,000 with $ 1  mi l l ion of the project's budget be ing retu rned to the G eneral F und. 

In accordance with the C ity's Mun ic ipal Code, the G e nera l  Fund Rese rve is to be ma inta ined at no les s  
than 1 (Y;6 of annual reve nues .  This th res hold was exceeded as the committed G e nera l  F und balance 
of $2 .8 mi l l ion is about $800,000 ove r  the sta.tutoiy required res e rve l imit 

Major  i n itiatives  

Continued I nvestment in P rotecting Natura l  R esources and  C ritical I nfrastructure 
The fiscal year  201 8-201 9 adopted budget al located $4. 1 mil l ion for capita.I improvement projects (C I P )  
intended to rehabi l itate C ity faci l itie s ;  address  s idewalks and street improvements ; enhance public 
safety, and protect and preserve the natu ra l  environme nt. These capital expenditures ,  contained within 
the Capital P rojects F und and the Vehicle and E quipment F und, continue efforts to address  defe rred 
infrastructure and natu ra l  as set maintenance and improvement and deferred structu ra l  faci l ities 
maintenance and improvements . 

I n  S eptember 201 8, the C ity Counci l  adopted the C ity's S trategic P lan ,  which includes the goal of 
financial s ustainabil ity. U nde r th is goa l ,  t.vvo objectives have been  establ i shed: ( 1 )  deve lop and 
implement a ba lanced ,  long-term sustainable plan to rnaintain fiscal stabi lity and (2) deve lop additional 
fund ing strateg ie s ,  which will be incorporated into the annual budget proces s  moving forward. Two 
major in itiatives were launched during fiscal year  201 8-201 9 as  a !:No-pronged approach to fiscal 
stabi l ity: ( 1 )  to control c itywide expenditure s and mitigate the increased cost of pens ion l iabi l ities and 
(2) to augment c itywide reve nues ava ilable for gene ral purposes .  

Address ing P ens ion and other  Post E mployment B enefit liabi l itie s  
W ith a workforce staff of 90 fu l l -time equivalent pos itions ,  sa la ries and benefits make up  $ 1 1 . 2 mil l ion, 
or 44% of citywide budgeted expenditu re s .  Part of the cost of benefits includes retirement, and the C ity, 
s imilar to othe r gove rnmental entities ,  is chal le nged by the increas ing cost of CalP E RS pens ions ,  which 
is the S tate retire ment and health systems for state ,  school and va rious public age ncy membe rs . I n  
201 2 ,  the C ity issued a pens ion obl igation bond to mitigate these costs .  However, large ly due to 
changes in actuarial assumptions ,  including discount rate , mortal ity rates ,  and amortization pol ic ie s ,  the 
C ity's normal and unfunded actuarial l ia bi l ity has increased, and these amounts are a ntic ipated to 
continue to rise in futu re yea rs .  

I n  order to he lp mitigate these costs ,  the C ity Counci l  examined a variety of options including: 
deve loping and implementing a plan to pay down the C ity's U nfunded Actuaria l Liabi l ity (UAL) ;  
cons ide ring a local bal lot measure to enhance revenues through the renewal of Measure D ;  c reating a 
Pens ion R ate S tabil ization P rogram (P RS P ) ;  reviewing se rvice de l ive ry methods and leve ls  
of ce rtain publ ic s ervices ;  us ing procedures and transparent bargain ing to increase employee pens ion 
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contributions, and reviewing opportunities to issue pensfon obligation bonds. I n  January 201 9, Council 
endorsed the City's participation in a Pension Rate Stabmzation Program to pre�fund pension 
obligations and authorized staff to issue a request for proposals for a Section 1 1 5 Trust Administrator. 

Sales Tax Renewal Measure 
The City's current 1 % sales tax measure sunsets In 2023. Recognizing the importance of this revenue 
to the City's financial health, the City Council began discussions regarding the renewal of Measure D in 
March 201 9. Since then, the City Council has taken action to place an alternative sales tax measure 
that would increase the sales tax to 1 .5{)/o for 20 years on the ballot as part of the March 3, 2020 election. 

AWARDS 

Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Ach ievement for Excellence in Financial Reporting to the Clty of Carmel�by�the�Sea for its 
comprehensive annual financial report for the fiscal year ended June 30, 201 8. This was the first year 
that the government has achieved this prestigious award. In order to be awarded a Certificate of 
Achievement, a government must publish an easily readable and efficiently organized comprehensive 
annual financial report This report must satisfy both generally accepted accounting principles and 
applicable legal requirements. 

A Certificate of Achievement is valid for a period of one year only. We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement Program's 
requirements and we are submitting it to the GFOA to deterrnine its eligibility for another certificate. 
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The comprehensive annual financial report is a document that strives to achieve transparency and full 
disctosure in financial reporting. As such, the preparation of tt1is document would not be possible without 
the support of the City CounciL We wish to acknowledge the City Council's leadership and commitment 
to organizational e�cellence, public transparency and sound fiscal mana · ·: .. --·-"'> 

!JI I /.: j, , · . I 
/' // yfllJJt1n/{.fl/-ttl�/C//J�/l/ \,/· .�· A�:;�--\� ) 

Sharon Friedrichsen Chip R'erlg -�-/ 
Director of Budget and Contracts City Administrator 
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CHAVAN & AS S OC IATES , L L P  

CERTI F I ED  P U B LIC ACCOUNTANTS 

I NDE PE NDE NT AU DI TO R 'S R E PO RT 

To the Honorabl e  Mayor and Members of the 
City Counci l of the C ity of Carmel-By-The-Sea. 
Carmel-by'-the-Sea, Cal ifornia 

R eport on the F i nancial Statements 

We  have audited the accompanying fi nancial statements of the g0vernrnental activities, each major 
fund, and the aggregate rerrai ni ng fund i nforrnation of the City of Carrnel-By-The-Sea (the "City") ,  
as of and for the year ended J une 30, 201 9, and the related notes to the financial statements, whi ch 
col l ectively comprise City' s basic  fi nancial statements as l i sted i n  the table of contents. 

M anagement' s  Responsi bi l i ty for the F i nancial Statements 

The City' s managen1ent i s  responsi ble for the preparation and fai r presentation of these fi nancial 
statements i n  accordance with accounti ng pri nci ples general ly accepted i n  the U nited States of 
A merica; thi s i ncludes the design, implementation, and rraintenance of i nternal control relevant to 
the preparation and fai r presentation of financial state111ents that are free from material 
mi sstatement, whether due to fraud or error. 

Auditor ' s  Responsi bi l i ty 

Our responsi bi l ity i s  to express opi nions on these fi nancial statements based on our audit W e  
conducted our audit i n  accordance with auditi ng standards general ly accepted i n  the U nited States 
of A n1erica, the standards appl i cable to fi nancial audits contained i n  Gcwernrrent Auditi ng 
Standards, issued by the Comptrol ler General of the U nited States. Those standards requi re that we 
plan and perform the audit to obtai n reasonable assurance about whether the fl nancial state111ents 
are free from rrateri al mi sst.atement 

An  audit i nvolves performing procedures to obtai n audit evi dence about the amc.i1.mt:s and 
discl osures i n  the fi nancial statements. The procedures selected depend on the auditor' s j udgrnent, 
i ncl udi ng the assessment of the ri sks of material misstaternent of the fi nancial statements, whether 
due to fraud or error. I n making those ri sk assessments, the auditor considers i nternal control 
relevant to the City' s preparation and fai r presentation of the fi nancial statements i n  order to design 
audit procedures that are appropriate in the ci rcumstances, but not for the purpose of expressi ng an 
opi ni on on the effectiveness of the City' s i nternal control . Accordi ngly, we express no such 
opi ni on. An audit also i ncl udes evaluati ng the appropriateness of accounti ng pol icies used and the 
reasonableness of si gnificant accounti ng esti rrates n,ade by managernent, as wel l as eval uati ng the 
overai i presenta.ti on of the fi nancial statements. 

We  bel ieve that the audit evidence we have obtlined i s  suffi cient and appropriate to prcwide a basi s 
for our audit  opi nions. 

1 475 S aratoga Ave , S u i te 1 80, S an J  ose ,  CA 95 1 29 
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Opin ions 

CHAVAN & AS S OC IATES , L L P  

CERTI F I ED  P U B LIC ACCOUNTANTS 

I n  our opi ni on, the financial statell"ents referred to above present fai rly, i n  al l rraterial respects, the 
respective fi nancial position of the governmental activ ities, each major fund, and the aggregate 
remaini ng fund i nformation of the C ity of Carmel -By-The--Sea, as of J une 30, 201 9, and the 
respective changes i n  fi nanci al position and, where appl icable, cash flONs thereof for the year then 
ended i n  accordance with accounti ng pri nci pl es general ly accepted i n  the U nited States of A merica. 

Other M atter s 

Change i n  Accounti ng Pr inci pl e  

As di scussed i n  Note 1 to the fi nancial statements, the C ity  adopted nevv accounti ng gui dance, 
GASB  Statement No. 88, Certain Disclosures Related to Debt, I ndudi ng Di rect BorrO'IIVings and 
Di rect Placements. The City' s fi nancial statements were not significantly i mpacted by the 
i mplementation of this standard as of J une 30, 201 9. Our opi ni on has not been rnodifi ed with 
respect to thi s matter. 

Requi red Supplerrentary I nfomation 

Accounti ng pri nci ples general ly accepted i n  the U nited States of A rrerica requi re that the 
management' s di scussion and other requi red supplementary i nformation, as l isted i n  the table of 
contents, be presented to supplement the basic fi nancial statements. Such i nformation, althoogh not 
a pa1t of the basic fi nancial statements, i s  requi red by the Governmental Accounti ng Standards 
Board who considers i t  to be an essential part of fi nancial reporti ng for placi ng the basi c financial 
staternents i n  an appropriate operational , economic, or hi stori cal context. We  have appl i ed certai n 
l imited procedures to the requi red suppl ementary i nformation i n  accordance with auditi ng standards 
general ly accepted i n  the U ni ted States of A rreri ca, whi ch consi sted of i nqui ri es of manager-rent 
about the rrethocls of prepari ng the i nformation and compari ng the i nformation for consi stency with 
management' s responses to our i nqui ries, the basic fi nancial statements, and other knowledge we 
obtained duri ng our audit  of the basic fi nancial statements. We  do not express an opi nion or provide 
any assurance on the i nformation because the l i mited procedures do not provide us with suffici ent 
evidence to express an opi ni on or provide any assurance. 

Supplerrentary I nforrration 

Our audit was conducted for the purpose of forming opi ni ons on the fi nancial staternents that 
col lectively compri se the City' s fi nancial statements as a whole. The i ntroductory section, 
combi ni ng i ndividual non-mtjor fund schedul es, statistical data, and other i nformation as l i sted i n  
the tabl e of contents, are presented for purposes of additional analysi s and are not a requi red part of 
the fi nancial statements. 

The combi ni ng and i ndivi dual nonrrajor fund fi nancial statements and schedules are the 
responsi bi l ity of managernent and were derived from and relate di rectly to the underlyi ng 
accounti ng and other records used to prepare the financial statements. Such i nforrnation has been 
suqjected to the auditi ng procedures appl ied i n  the audit of the basi c fi nancial statements and 
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CHAVAN & AS S OC IATES , L L P  

CERTI F I ED  P U B LIC ACCOUNTANTS 

cert.a.in additi onal procedures, i ncludi ng compari ng and reconci l i ng such i nforrration di rectly to the 
underlyi ng accounti ng and other records used to prepare the basic  fi nancial statements or to the 
basic  fi nancial staterrents thernselves, and other additional procedures i n  accordance with auditi ng 
standards general ly accepted i n  the U nited States of Ameri ca. I n  our opi nion, the combi ni ng and 
i ndividual nonmajor fund fi nancial statements and schedules are fai rly stated i n  al l rraterial respects 
i n  relation to the basic  fi nancial statements as a whoi e. 

The i ntroductory, budgetary and stati stical sections have not been subjected to the auditi ng 
procedures appl ied i n  the audit of the basic fi nancial statements and, accordi ngly, we do not express 
an opi nion or provide any assurance on them. 

Other Reporti ng Requi red by G o.;ernment Auditing Standards 

I n  accordance with Goternrrent Auditi ng Standards, we have al so i ssued our report dated 
December 20, 201 9 on our consideration of the City' s i nternal control over fi nanciai reporti ng and 
on our tests of its compl iance with certai n provi sions of l aws, regulati ons, contracts, and grant 
agreements and other matters. The purlX)Se of that report i s  to describe the scope of our testi ng of 
i nternal control over financial reporti ng and compl iance and the results of that testi ng, and not to 
provide an opi nion on i nternal control oter fi nancial reporti ng or on compl iance. That report i s  an 
i ntegral part of an audit performed i n  accordance with Governrrent Auditi ng Standards i n  
consideri ng the City' s i ntemal control over financial reporting and compl iance. 

December 20, 201 9  
San J  ose, Cal ifornia 
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City of Carmel-by-the-Sea Management's Discussion and Ana lysis 

I NTRODUCTI ON 

As management of the City of Canrei --By--The-Sea, we offer readers of the City' s fi nancial statements this 
narrative overview and analysi s of financial activities of the City of Carrnel -By-The-SE>.a for the fi scal year 
that ended on J une 30, 201 9. We  encourage readers to consider the i nformation presented here i n  
conj unction with additional i nforrnati on that we have furni shed i n  the other sections of the attached audited 
fi nancial statements, requi red suppl emental i nformation and other supplerrental i nformation. The requi red 
components of the rej.)Ort are I i  steel below. 

Requi red Components of the Annual F i nancial Report 

Basic 
flnandal Staternents 

Govemrnent-W ide 
Financial Statements 

Fund 
Financial Staterrents Notes to the 

Financial Statements 

.F I S�A� Y �A� 2918(1 9 .F l �AN�l.t\L � I G�L I.GH!S 
� ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � ·, � 

G overnrrent-Wi de H ighl i ghts 

• The assets and deferred outflows of resources of the City of CarmeH:.:,y-the-Sea exceeded the I iabi I ities 
at the dose of the rrost recent fiscal year by $27.3 mi l l i on ( net position) . Of thi s arrount, net position 
i ncl uded $37. 1 mi l l i on dassifi ed as net i nvestment i n  capital assets; $2.8 rri l l i on as restri cted; and $ 1 2.6 
mi l l i on as a deficit unrestricted net position ( negative net position) . The negative unrestricted net 
position i s  largely due to the i mplementation of GASB 68 - Accounti ng and F inancial Reporti ng for 
Pensions. Thi s pronouncernent requi res local governments to record pension l iabi l i ties on the 
government-wide fi nanciaJ staterrents. The City ' s  pension l iabi l ity i n  accordance with GAS B 68 as of 
J une 30, 201 9 was $ 1 9. 9 mi i I i  on. 

• The City of Carmel-by-the-Sea' s total net positi on i ncreased by $ 1 .6 mi l l i on from last fi scal year rrostly 
due to an i ncrease in taxes and i ntergovernrnental revenue of $71 8 thousand and $545 thousand, 
respectively. 
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Fund H ighl ights 

• At the d ose of F i scal Y ear 1 8/1 9 the City of Carmel-by-the-Sea' s governmental funds reported 
combi ned fund balances of $ 1 2.4 mi l l i on, an i ncrease of $ 1 69 thousand i n  compari son with the prior 
ye.ar. Approximately 36% or $4.5 mi l l ion i s  classifi ed as unassigned fund balance and i s  avai labl e for 
spendi ng at the government' s di scretion, whi ch i s  up from $3.3 mi l l ion i n  the prior year. 

• At the end of the current fi scal year, unrestri cted fund balance (the total of the committed, assigned, 
and unassigned components of fund balance) for the general fund was $9.3 mi l l i on, or 4g:i,1o of total 
general fund expenditures, pri or to transfers, versus $8 mi l l i on and 45% i n  the prior year. 

• The City' s l ong-term l i abi l i ti es decreased by $31 6 thousand pri rnari ly as the result  of a scheduled debt 
service payments total i ng $95 1 thousand which were offset by i ncreases to employee benefit l iabi l i ti es 
total i ng $635 thousand. 

• The City' s net capital assets i ncreased by 4% or $ 1 .6 mi l l i on primari ly as a result of i nfrastructure 
i mprovements net of depreciation duri ng the year. 

OVE RV I EW OF TH E F I NANC !AL  STATE M E NTS 
ll r, r, r, r, r, r, r, r, r, r, r, r, r, r, r, 

The di scussion and analysi s are i ntended to serve as an i ntroduction to the City of Carmel-by-the-Sea' s fi nancial 
staten1=nts. The City of Carrnel-by-the-5 ea' s basic financial stater11=nts are comprised of ( 1 )  Government-wide 
Fi nancial S taternents (2) Fund Fi nancial S t:ate1rents, and ( 3) notes to the fi nancial statements. This report al so 
contains other supple!i'Ent.ary i nforrration i n  addition to the basic financial st:atel1'1:nts themselves. 

G overnment-W ide F i nancial Statements 

The governrrent-wide financial staterrents are designed to provide readers with a broad overvieJV of the City 
of Carn1=!-by-the-Sea's fi nances, in a rranner si ni lar to a private-sector business. Gcwernment-wide financial 
statements are prepared on the accrual basis, which n-mns they rreasure the fl ON of al I econorni c resources of 
the City as a whole. G01ernment-wide financial st.aternents consist of the Staterrent of Net Position and the 
Staterrent of Activities. 

The Staterrent of Net Position presents fi nancial i nformation on al l of the City of Carmel-by-the-Sea's  assets, 
l iabi l ities, and deferred i nf!ONs/outflaivs of resources, with the difference reported as net position. Over time, 
i ncreases or decreases in net position may serve as a useful i ndicator of whether the financial position of the 
City of Carmel-by-the-Sea is i rrprOJing or deteriorati ng. 

The Staten-ent of Activities presents i nforrration shewing hON the City of Carmel -by-the-Sea' s net position 
changed duri ng the rrost recent fiscal year. Al l  changes i n  net position are reported as soon as the underlyi ng 
event givi ng rise to the change occurs, regardless of the ti ning of related cash flcM1s. Thi s is consi stent with a 
ful l  accrual concept, which rray result  i n  the reporting of revenues and expenses i n  the current fi scal year, with 
cash fl ONS occurring i n  future fi seal periods ( e.g. uncol I ected revenues and earned but not used vacation I eave) . 

B oth of the govemment-wi de fi nancial statements di sti ngui sh functions of the City of Carmel --by ·-the-Sea that 
are pri ncipal ly support b{ taxes and i ntergovermrental revenues ( gcwernrrental activities) from other functions 
that are i ntended to recover al l or a significant portion of thei r costs through user fees and charges (busi ness
type activities) . An overvievv of the City' s functions associated with each classification is l i sted belON. 

Govermrental Activities - Al l  of the City's basic services are considered to be governmental activities. Thi s 
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includes general gcwermrent, publ ic safety, publ ic  works, l ibrary, and comrnmity planni ng and bui ldi ng. 
These services are supported by general City revenues such as taxes, and by specific program revenues such as 
devei oprn:nt and general g01ernrnent program fees. The City al so operates three i nternal se1Vi ce funds, which 
are coni:>ined with the gaverrnr�ntal funds and rep::>rted as governrnentaJ activities. The goverrnrent-wide 
financial statements can be found on pages 23-24 of thi s re!X)rt. 

Fund F i nancial Statements 

A fund i s  a grouping of related accounts that i s  used to maintain control aver resources that have been 
segregated for specifi c  activities or ogectives. The City, l i ke other state and local gavernrnents, uses fund 
accounti ng to ensure and derronstrate comp! i ance with fi nance-related I egal requi rements. 

Fund financial staterrents prOv'ide detai led i nformation about each of the City's nnst significant funds, cal led 
major funds. Major funds are presented individual ly, with al l nonmajor funds sumrrarized and presented only 
in a single col urm. Subordinate schedules present the det.al I of these nonmaj or funds. Maj  or funds present the 
major activities of the City for the fiscal year and rray change from year to year as a result  of changes i n  the 
i:attern of the City's activities. The City's funds are segregated i nto three categories: go;ernmentaJ funds, 
proprietary funds, and fiduciary funds. 

G o;ernrrental F unds 

Gcwernrrental funds are used to account for essential ly the same function reported as govermrenta! activities 
in the gcwemrrent-wide fi nancial staterrents. Hcwever, unl ike the gcwernrnent-wide financial statements, 
governmental funds focus on near-term inflcws and outflONS of spendable resources, as wel l as on hllances of 
spendable resoorces avai lable at the end of the fiscal year. Thi s represents a nroified accrual basis of 
accoonti ng, with c:apitaJ assets, long-l ived assets, and long-term l iabi l ities excluded from the financial 
statements. Such i nfonration may be useful i n  evaluati ng the City's near-term fl nanci ng requi rerrents. 

Because the focus of gavemrrental funds i s  nam::wer than that of the gcwernn--ent-wide fi nancial statements, it 
is useful to compare the i nfomntion presented for the governrrental funds with simi lar i nformation presented 
for governrrental activities in the government-wide financial statements. By doi ng so, readers rnay better 
understand the I ong-term impact of the government' s near-term financing decisions. B oth the go;emrnental 
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes i n  fund 
rnlances provide a reconci l i ation to faci l itate the comparison between governrrental funds and governrrental 
activities. 

The City rraintains eleven governrrental funds. I nformation is presented separately i n  the govemn--ental fund 
balance sheet and i n  the governmentaJ fund state111::nt of revenues, e.xpenditures, and changes i n  fund balances 
for the General Fund, the M e.asure D Sales Tax Fund and the Capital Prqjects Fund. These funds are considered 
to be major funds. Data from the other govermrental funds are co1Tbi ned i nto a si ngle aggregated presentation. 
I ndividual fund data for each of these nonrl'iajor governmental funds is pro.tided i n  the form of corrbini ng 
statements i n  the combini ng and individual fund state111::nts and schedules section of this report. 

The City of Carmel--by--the-Sea adopts an annual budget for its go;ernmental funds. A budgetary corrpari son 
statements have been provided to derronstrate coni:,l iance with this budget. The basic  governmental fund 
financial statements c.an be found on pages 25--27 of thi s re!X)rt. 
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Proprietary F unds 

I nternal service funds are an accounti ng mochani sm used to accurrulate and al I ocate costs i nternal ly am:mg 
the C ity of Carmel -by-the-Sea' s various functions. The City uses i nternal se1vice funds to account for the 
management of its retained ri sks associated with l i abi l ity self�nsurance, workers compensation and other 
!X)St-€mployment benefits (OPE B) .  The City al so uses an i nternal seivice fund, the V ehicle & Equi pment 
Replacement Fund, to manage the costs of various equi pment purchased, tnaintained and uti l ized to operate 
City services for various departments. B ecause these i nternal seivices predomi nately benefit governmental 
rather than busi ness-type functions, they have been i ncl uded withi n governmental activiti es i n  the 
G overnment-\lV i de F i nancial S taternents. 

Propri etary funds provide the same type of i nformation as the governrnent-wide financial staternents, only 
i n  nnre detai l .  The i nternal seivice funds are combi ned i nto a si ngle aggregated presentation i n  the 
proprietary fund fi nancial statements. I ndividual fund data for the i nternal service funds are provided i n  
the form of combi ni ng statements i n  the combini ng and i ndividual fund statements and schedules section 
of thi s  report. The basi c proprietary fund financial statements can be found on pages 29-31 of thi s report. 

F iduciary F unds 

F iduciary funds are used to account for resources hel d for the benefit of parties outside the City. F iduciary 
funds are not repo1ted i n  the Government-W ide fi nancial staternents because the resources of these funds 
are not avai lable to support the C ity of Carmel -by-the-Sea' s  ONn programs. The accounti ng for fiduciary 
funds i s  rruch l i ke that used for busi ness type activities. See pages 32 and 92 for fiduciaiy fund fi nancial 
activity duri ng the year and statements at the end of the year. 

NOTE S TO TH E F l  NANCI AL STATE M E NTS . . . . . . . . . . . . . 

Notes to the F i nancial Statel1"'ents provide additional i nformation that is essential toa ful l  understandi ng of the 
data prarided i n  the government-wide and fund financial statements. The notes can be found i rrrra:liately 
fo! IONing the fund fi nancial staternents. 

I n  addition to the basic  fi nancial statements and accompanyi ng notes, thi s reix>rt al so presents requi red 
supplementary i nfonration concerni ng the City of Canrei -by-the-Sea' s  budgetary i nformation for the 
General Fund and Major S pecial Revenue Funds, and the City' s fundi ng progress for its emplO{ee pension 
and OPEB benefit obl igations. The requi red suppl ementary i nformation can be found on pages 67-71 of 
this report. 

The combini ng statements ref erred to earl ier i n  connecti on with nonmaj or governmental funds and i ntemal 
seivice funds are presented imrnediately fo! IONing the requi red supplementary i nfomution. Combi ni ng 
and i ndividual fund statements and schedul es can be found on pages 75-92 of thi s report. 

An  un-audited statistical section provides historical and current data on fi nancial trends, revenue and debt 
caplcity, dem:::igraphic  and economic i nformation, and operati ng i nformation. Thi s i nformation can be 
found on pages 1 26-1 53 of thi s document 
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G OVE R NM E NT-W I DE F I NA N C I AL ANAL Y S I S  

Over ti rre, net position rray serve as an indicator of a gcwernrrent' s financial position. I n  the case of the C ity 
of Carm:1-by-the-Sea, assets and deferred outflows of resources exceeded l iabi l i ties bf $27.3 ni l l ion at the 
close of the F i scal Y ear. This represents an increase of $1 .6 ni l l ion oter the prior year. 

The fol lowi ng table sumrrarizes the City' s endi ng net position: 

i Table 1 -Net Position �---------------------� 

Gav-er nmental Activit ies I ncrease 
201 9  2018 (Decrease) 

Assets 
Current and other assets $ 1 7,900,918 $ 1 6,486,005 $ 1 ,494,823 
Capital assets 42,533,614 40,953.831 1 ,579,783 

Total Assets $ ffi,5 14,532 $ 57,439,926 $ 3,074,6)6 --

Deferred Outflrus ci Rescrnces ji_ 4,959,� $ _ 5,m6,418 . $ _ (646,707) 

L iabi l ities 
Current and other liabilities 
Noncurrent liabilities 

Total l iabi l ities 

Defer red l nflONS of R esources 

Net Position 
Net investrrent in capital assets 
Restricted 
U nrestricted 

Total Net Position 

$ 2,81 1 ,982 $ 1 ,344,148 $ 1 ,467,834 
__ 33,355,596 -- 33,671 ,349 -- (31 5,753) 

$ 36, i 67,578 $ 35,01 5,497 $ 1 ,  1 52,081 

_!_ __ 2,002,392 _ $ -- 2,327,444 $ -- ( 325,052) 

$ 37, 1 32, 1 03 $ 35,21 6,550 $ 1 ,91 5,553 
2,817,741 2,628,238 189,503 

��-( 1_2,64�5,5_7_1)_��-( 1_2,_14_1 ,_38_� ���(504�,l_Ba_ 
$ 27,304,273 $ 25,703,403 $ l ,6..."0,870 ========= 

A significant portion or $37. 1 ni l l ion of the City's net position reflects its i nvestn-ent i n  capital assets, (e.g., 
land, bui ldi ngs, general go.ternrnent i nfrastructure, equi prrent, etc.) , less accurrulated depreciation and any 
outstandi ng debt that was used to acqui re or construct those assets. Capital assets represent i nfrastructure which 
pro.tide services to citizens and are not avai lable for future spending. A lthough the City' s i nvestrnent in capital 
assets is reported net of related debt, it should be noted that the resources to rei:av this debt m.Jst be pro.tided 
from other sources, si nce the capital assets themselves cannot be used to l i quidate the l iabi l i ties. 

An additional $2.8 mil l ion of the City of Carmel·-by·-the-Se.a' s net position represents resources that are suQject 
to external restrictions on hew they may be used. The remaining deficit balance of $1 2.6 mi I! ion is classified 
as unrestricted. This negative unrestricted tBJance i s  largely due to GASB 68 - Accounting and F inancial 
Rep::>rting for Pensions. The C ity participates i n  the Cal PE RS M i scel laneous and Safety pension plans. 
GAS B 68 i rrµacted I ocal governments by requi ri ng them to report a prop::>rti onai share of thei r pension pl an' s 
net pension l iabi l i ties on fi nancial staternents. As of J une 30, 201 9, the City' s proportionate share of the 
Cal PE  RS pension I iabi I ity was $ 1 9.9 mi 1 1  ion. See note 8 for detai led i nforrration related to the Pi ans, along 
with the requi red suppl ementary i nformation section of thi s report. 

At the end of the current fi scal year, the City of Carrrel-by-the-Se.a i s  able to report a positive balance for 
the go.ternment as a whole, with fi nancial strength i ncreasi ng. The reasons for the overal i fi nancial changes 
are di scussed i n  the fol lowing sections for governmental activities. 
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G 0vernmenta.l Activities 
As shOJVn i n  the Staterrent of C hanges i n  Net Position schedul e belcm, the change i n  net position for 
g0vernmental activities i ncreased from a deficit balance of $784 thousand i n  the prior year to a surplus 
mlance of $ 1 .48 mi l l ion in the current fiscal ye.ar. Thi s i ncrease is largely due to a one-ti me loss to write
off construction i n-progress i n  the prior year that was not recurri ng, that was reported as a special item 
cal led " loss on the disposal of capital assets" i n  201 7/1 8. The l oss on di sposal totaled $2.4 mi l l i on but was 
not a cash item or outfla,v of resources, but simply an accounti ng entty to adjust for ongoi ng construction 
that has not been completed and placed i n  service. Total gOJernmental revenues i ncreased by $2 mi l l i on 
from the prior year, which i ncluded a $ 1 36 thousand i ncrease i n  program revenues and a $ 1 .6 mi l l ion 
i ncrease i n  general revenues. The net change i n  expenses from the prior year was an i ncrease of $1 . 7  
mi l l ion. 

W ith total revenues for the fi scal year at $24.7 mi l l i on and tot.al expenses at $23.3 mi l l ion, the change i n  
net positi on for current activ ity yielded an i ncrease of $1 .48 mi l l ion. An  analysi s of the changes i n  revenues 
and expenses i s  as fol I CMJs: 

Table 2 -Statement of C hanges in Net Pos ition 

Functions/P rcgrarns 
P ro:;ir am Revenues 

Charges for serv ices 
Operating grants and contributions 

Total P ro:;iram Revenues 

General Revenues 
Twes 
I ntergovermrental 
I nvestrrent earnings 
Other revenues 
Special item--loss on dis i:mai of capital assets 

Total General Revenues 

Expenses 
General govemrrent 
Comrunity Planning and Buiiding 
Public Safety 
Public W orks 
L i brary 
Corrmmity Activities 
Econonic Revi !ta!ization 
I nterest on fiscal charges 

Total Expenses 

I ncrease ! (Dec rease) in Net Position 
Prior Period Adjustrrents 
Prior Period Adjustrrent -Pensions 
Prior Period Adjustrrent -GASB 7SOPEB 
Net Position, B egi nn ing of Year 
Net Pos ition, End of Year 

GQrer rmentai Acti\�ties 
201 9 201 8 

I ncrease 
(Decrease) 

$ 2,795,041 $ 2,427,843 $ 367, 1 98 
-- 450,920 -- 681 ,240 -- (230,32() 
--- 3,245,951 ----3, 100.003 ___ 1 36,878 

20,370,%9 1 9, 1 89,1 77 1 , 1 81 ,392 

637, 1 24 555, 14-1 81 ,93:l 
205, 791 101 , 743 1 04,048 
437,475 212,820 224,655 

__ (160,794) __ (2,439,255) __ 2,278,461 _ 
--- 21 ,49J, 165 --- 1 7,61 9,629 -- 3,870,5:6 

5,9Xi,304 5,01 5,389 89J,91 5 

1 , 1 91 ,826 1 ,207,555 ( 1 5,72S, 
8,39J,616 7,919,720 470,89:i 
4, 1 62,376 3,9Jl , 1 97 261 , 1 79 
1 ,ss.4,41 0 l ,79J,210 1 04,200 

283,51 2 233,794 49,718 
1 , 1 44,022 1 , 1 25,261 1 8,761 

-- 283,605 ___ 319,974 ·- (36,36a 
23,2%,672 21 ,51 3, 100 1 ,743,572 

1 ,479,454 (784,388) 2,263,842 

121 ,41 6 38,9(}1. 82,51 2 

99,832 (99,832) 
( 1 ,442,248) 1 ,442,248 

_ 25,703,403 __ 27.791 ,3:>3 _ t2.001.m 
$ 27,304,273 $ 25, 703,403 $ 1 ,600,870 
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G overnmental R evenues 
The fol lONi ng chart sumrarizes the changes i n  revenues by category duri ng the fi scal year: 

S ignificant changes i n  gavernrnental revenues consi sted of the fol i ovvi ng: 

• Charge for Services, which i ncl uded bui ld i ng permits, bui l di ng plan check fees, planni ng permits, 
ambulance service fees, parki ng related service fees, i n  addition to other various City fees for services, 
i ncreased by approxi rnately by $367, 1 98, or 1 5% , pri n1ari ly due to an adjustment i n  citywide fees for 
serv ices, i ncreases i n  city services and popular annual special events. 

• Taxes i ncreased by $ 1 . 1 8  mi I I i  on, or ff/6 , pri mari ly due to the fol I CJ.Ni ng: 
o Property tax revenue i ncreased $332,205 aver the prior year as a result  of a strong real estate 

market 
o Transient occupancy taxes i ncreased by $552,941 as a resul t  of hi gher than expected hotel 

occupancy rates and tourism, i ncl udi ng special events such as the US Open. 
o Sales tax revenues i ncreased by $246,436 largely due to a strong economy and an i ncrease i n  sales 

tax statewide. 

• The ! oss on di sposal i n  the prior year was a one-ti me I oss to write-off construction i n--progress tota.l i ng 
$2.4 mi l l i on. The l oss on disposal was not a cash item or outflovv of resources i n  the current year, but 
si mply an accounti ng entry to adjust for ongoi ng construction that has not been completed and placed 
i n  service. 

• I nvestrnent earni ngs i ncreased by $ 1 04,048 pri rrari ly due to fai r market val ue adj ustrnents associated 
with GASB Sta.ternent 72 -· Fai r  Val ue and Measurement Appl ication. 
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G overnmental E xpenses 
The fol lONi ng chart sumrarizes the changes i n  expenses by category duri ng the fi scal year: 

S ignificant changes i n  government.al expenses i ncl ude i ncreased contract costs for fi re setvi ces, publ i c  
safety salary i ncreases, additional bui l di ng and vehi cle maintenance expenditures, and one ti !ll'= i ncreased 
cl ai ms I i  abi l ity total i ng approxi mate!y $1 .3  mi l I i  on. 
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Fl NANCI  AL ANALYSI S OF T H E  C I TY ' S  G OVE R N M E NTAL FU NDS 
. ' 

As noted earl i er, the C ity of Carrnel --by--the-S ea uses fund accounti ng to ensure and dernonstrate compl iance 
with finance-related legal requi rements. 

The focus of the City' s governmental funds is to provide i nformation on near-term i nflovvs, outf!ovvs, and 
balances of spendable resources. Such i nformation i s  useful i n  assessi ng the City' s financi ng requi rements. 
! n i:articular, the unassigned fund balance rray serve as a useful measure of a government' s net resources 
avai lable for di scretionary use as they represent the portion of fund balance which has not yet been l imited 
to use for a parti cular purpose by either an external party, the City i tself, or a group or i ndividual that has 
been delegated authority to assign resources for parti cul ar purposes by the City of Carmel-by-the-Sea' s 
Counci l .  

The fol lovvi ng i s a sumrrary of the changes i n  fund balance of the major and other (nomnajor) governmental 
funds: 

Table 3 -Surrrnary of Changes i n  Fund Balance -GO\lernmental Funds 

Total Revenues 

Total E�enditures 

Transfers in 

Transfers out 

Net change in fund balances 

Beginning of year 

Prior Period A djustrrent 

End of year 

M ajor Funds 

Measure D Capital Other 

General Sales Tax P rojects GC1vernmental 

Fund Fund Fund Funds Total �--------�-------- ------- ·------- ---------
$ 20,881 ,206 $ 3,079,914 $ 25,253 $ 872,300 $ 24,858,673 

19,403,1 20 
1 ,478,086 3,079,914 

855,ffiJ 
( 1 ,  1 1 1 ,477) (3,104,753) 
1 ,222,269 (24,83� 

3,778,271 
( 3,753,018) 
2,487,954 

( 1 ,265,054) 

1 ,530,041 24, 71 1 ,432 

1 ,237,9'30 
(465,364) 

4,581 ,594 
(4,681 ,594) 

1 14,875 47,241 
8,005,394 205,626 1 ,627,098 2,422, 1 29 1 2,261 ,247 

21 ,483 99,950 1 21 ,416 
$ 9,250,1 29 _ $ 1 80,787 $ 362,034 $ 2,636,954 $ 1 2,429,004 

The fund balance of the City' s General Fund i ncreased by $1 .2 mi l l ion mostly due to hi gher than expected 
tax and seivice revenues. The fund balance i n  the Capital Prqjects fund decrea.sed by $ 1 .3 mi l l ion mostly 
due to significant i nvestment in streets and storm drai n improvements and replacements total i ng $2.6 
mi l l ion. 
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Corrbi ned F unds - Corrponents of F und Balance 

As of J une 30, 201 9, the City of Carmel-by-the-5ea' s re!X)rted combi ned fund balances of $1 2.4 mi l l i on, 
which represents a $1 68,657 i ncrease aver the prioryear. Approximately 36% , or $4.5 mi l l i on, is classifi ed 
as unassi gned fund balance, which is avai labl e for spendi ng at the gavernment' s di scretion. The remainder 
of the fund balance i s  either committed, restri cted, or assi gned. The committed balance of $2.8 mi l l i on 
represents funds that are set-aside for specific  purposes via resol ution of the City Counci l .  The restri cted 
balance of $2.8 mi l l i on reflects fund that are legal ly requi red to remain i ntact, whi le the remainder of $2.3 
mi l l i on represents funds that are assigned to a pirticular pur!X)Se by the C ity Counci l or management given 
legal authority by the Counci l .  

General F und - Corrponents of F und Balance 

The general fund i s  the chief operati ng fund of the C ity of Cam�l-by-the-Sea. At the end of the current 
fi scal year, the unassi gned fund balance of the general fund was $4. 5 mi l l i on, and the total fund balance 
i ncreased to $9.25 mi l l ion. As a measure of the general fund' s l iqui dity,  it may be useful to compare both 
unassi gned fund balance and total fund balance to total genera! fund expenditures. The total general fund 
expenditures, prior to transfers was $ 1 9.4 mi 1 1  ion. U nassi gned fund balance represents approximately 23"1;6 
of the total general fund expenditures, whi l e  total fund balance represents approxi rrately 4-EP;6 of total 
general fund expenditures. 
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The fol l OJl!i ng charts provide an annual compari son of the fund balance components i nd uded i n  the general 
fund and the other govermnental funds. 

I 

The assigned fund balance i n  other governmental funds was from the Capital Projects Fund whi ch had 
$362,034 i n  fund balance assigned for capital prqjects; a decrease from l ast year' s assigned fund balance 
of $ 1 .6 mi l l i on. 
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Fl NANCI  AL ANALYS I S OF C I TY ' S I NTE R NAL S E RV I C E  F U NDS 
. ' 

The fol lOJVi ng i s  a summary of the changes i n  fund balance of the C ity' s i nternal service funds: 

Ta!::le 4 -S ummary of Changes i n  Fund Balances --I nternal Service Funds 

Vehicle 
W orkers OPEB & Equi fl'nent 

Com�nsatioo Reserve Rep acement 
Fund Fund Fund Total 

Total Revenues $ $ $ $ 
Total E)q:Jenditures ___ 27,570 _ _____ __ 244,575 __ 272, 145 _ 
Revenues Over (Under) E>penditures (27,570 (244,575) (272, 145) 
Nonoperating Revenue (bpense) 9,628 28,619 1 7,823 56,070 
Transfers in 1 00,00) 100,00) 
Transfers out 

Net change in fund balances 
Beginning of year 
End of year 

CAPITAL ASSETS . .  · · . · ·  . · ·  . · ·  . · ·  

$ 

( 1 7,942) 28,619 
49,275 1 ,7&.l,432 
31 ,333 $ 1 ,81 7,051 ===== 

( 1 26, 752) ( 1 1 6,075) 
1 ,275,549 3, 1 1 3,256 

$ i ,  148,797 $ 2,937, 1 81 

The City of Canre!-by-the-S ea' s  i nvestrrent i n  capital assets i ncl udes l and, bui l di ngs, systems, 
i mprover-rents, machi nery, equiptnent, faci l i ti es, roads, and other simi lar assets and i nfrastructure. The 
fol I0\1\/i ng table summarizes the City' s capital assets at the end of the year: 

r-----------------------1 
Table 5 -Captal Assets at Year End -Ne! 

Land 
Construction in Progress 
Bu ildings and irrproverrents 
I nfrastructure 
Vehicles 
Technology ;Hardware and Software 
M achineiy and equiprrent 

Total Capital Assets, Net 

Gav"'r nrrental Activities i ncrease 

__ 201_2__. __ 2_QJ_?___ (Decrease) 
$ 5, 101 ,641 $ 5, 101 ,641 $ 

621 ,085 1 ,?:B,679 ( 1 , 1 78,59'1-) 
1 5,71 1 , 1 82  1 6,246,372 (535,i g)) 
20, 1 87,281 1 7, 102,239 3,085,042 

1 93, 1 80  1 64,CBl 29,089 
347,859 41 9,675 ( 71 ,816) 
371 ,3&3 1 20, 1 34 25 i ,252 

_J__ 42,533,61 4 __ L_ 40,953,831 _ -� 1 ,s79, 783 _ 

The City reported additions to constructi on-in-progress total i ng $3.8 mi l l i on duri ng the year and 
depreciation expense of $2 mi l l i on. 

See Note 5 i n  the notes to fi nancial statements section for additional i nformation. 
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DEBT ADM I N I STRAT ION (LONG -TE R M  L I ABI L I T I ES) 

Duri ng the year, Long..:..Term L iabi l i ties from gOv'ernrrental activiti es decreased by $31 5,753 mi l l ion 
pri rnari ly due to schedul e  debt service payments, net of sl ight i ncreases i n  pension and OPEB obl igations 
as shOJVn belOJV and descri bed i n  the fi nancial hi ghl ights section. 

The fol !OJVi ng table summarizes the City' s debt at the end of the year: 

Tabl e 6 -0utstandi ng Long-Ter m  L i ab I i ti es 

S unset Center COP 
Countywide Radio Project 
Pension Obl igation B onds 
Corrpensated A bsences 
Net Pension L iabil ity 
Claim;: Liabi l i ty 
Net OPEB Liabi i ity 

Total Long-Term Liabi l i ties 

Go.,,er nrrental Acti vi ti es I ncrease 

------�Q]2 _____ ------�Q��-----__ (Deer ease) __ _ 
$ 5,21 5,00J 5,530,00) $ (31 5,00)) 

l ffi,51 1 207,281 (20,770) 
2,€05,00) 3,220,00) (61 5,00)) 

831 ,579 500,146 251 ,433 
1 9,920,568 1 9,908,4ffi 12,085 

575,00) 575,00) 
4,021 ,938 3,650,439 371 ,499 -------------- -----

$ 33,355,59.3 $ 33,671 ,349 $ (31 5, 753) -
----

- -
----

- -
-----

See Note 6 i n  the notes to fi nancial statements section for additi onal i nformation. 

G E N E RAL F U N D  B U DG ETARY H I G H L I G HTS 

Changes from the City's General Fund origi nal budget to the fi nal budget are detai led i n  the Requi red 
Supplen-entary I nforrration section along with a compari son to actual activity for the year ended. I n  F i scal 
Y ear 1 8/i 9, the C ity origi nal ly estimated that a $ 1 .9 mi l l i on drawdOJVn from fund ba.lance was needed to 
fund operati ng activi ties; ho,vever due to i ncreased perfonrance i n  revenues and decreased annual 
spendi ng, the C ity ended the year with an excess of revenues over expenditures of $ 1 .2 mi I l ion. 

Revenues 

The General Fund adopted and fi nal revenue budgets were $ 1 9.3 and $1 9.6 mi l l ion, with actual revenues 
recorded at $20.9 mi l l ion. Thi s $ 1 .3 mi l l ion difference primari ly related to greater than anticipated 
perforrrance i n  m:>st tax categori es and charges for services. 

Expenditures 

The General Fund adopted expenditure budget was $20. 1 mi l l i on and the fi naJ budget was $20.3 mi l l ion. 
The actuaJ expenditures totaled $ 1 9.4 mi l l ion, which resulted i n  a net difference of $940, 1 63. Most of the 
savi ngs can be attri buted to salary and benefit savings due to vacant positi ons. 
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E CONOM I C  OUTLOOK 
. r, . r, . r, . r, . r, . r, . r, . r, . r, . r, . r, . " 

The City' s foundation of revenue i s  based primari ly on three pi l lars: ( 1 ) property taxes; (2) sales and use 
taxes and ( 3) transi ent occupancy taxes. I n fi seal year 20 1 9-2020, these revenues are col I ectively projected 
to generate $1 9 mi l l i on, or 7<J!,6 of tota.l citywide budgeted revenues. 

Located withi n one square mi l e, the City is considered to be bui lt out, which l imits the avai labi l ity of 
housi ng stock. Thi s l imited supply, coupled with a high demand for housi ng driven by the City' s desi rabi l ity 
as a place to l ive, contri butes to the City' s strong property tax revenues. Staff antici pates property tax 
grcwth w i l l  remai n strong i n  the upcomi ng fi scal year. The fi scal year 201 9-2020 Recomrnended B udget 
of $6.6 mi l l ion i n  property taxes refl ects a 4% i ncrease ewer the fi scal year 201 8-201 9 Esti mated Actual . 
Thi s assumption is based on the City' s hi storical and recent perforrrance and other i ndications of a 
conti nued strong housi ng nnrket. 

LOVII unemployment rates and i ncreased personal i ncome coupled with attractive mJrtgage rates i ndicate 
sust.ai ned grONth i n  the real estate rrarket. The Cal ifornia Department of F i nance A pri I 201 9 F i nance 
Bul l eti n notes that Cal ifornia personal i ncome i ncreased by 4.7°/() i n  201 8 whi le U .S .  personal i ncome rose 
by 4. 5% si nce last year. The State' s unemployment rate of 4.2to remained unchanged. The Governor' s 
Proposed B udget forecasts a 6.8-'/() i ncrease i n  property taxes statevvide. Beacon Economic predicts an 
i ncrease of 4% for 201 9-20 i n  rnedi an hon,e pri ces. Recent data from the Cal ifornia Departrnent of F i  ranee 
( DOF) and the Cal ifomiaA ssociati on of Real tors ( C.A. R .) shOJV i mprcwernents withi n the real estate market 
i n  the recent rronths. The DOF reports real estate sales statewide i ncreased i n  February and the statewide 
median hon,e price rose 2.2°;6 from February 201 8 to February 201 9. C .A .R .  al so reports that statev11i de 
median home prices i n  March 201 9were up 5.9l/() from February and up .2% from March 201 8. W hi le sales 
were dovvn 6.JJ6 compared to M arch 201 8, median pri ces were at thei r highest point si nce October 201 8. 
I n  additi on, m:i1tgage rates are up one percentage poi nt compared to a couple of year ago, rates are belovv 
4.5% , with the 3(}-year fixed rrortgage rate averagi ng 4.37°/() i n  Februa1y 201 9, the lcwest i n  a year. LON 
i nterest rates are expected to sti rru!ate the housi ng market. 

Marry of the features that contribute to resi dential qua! ity of I i  fe, such as a temperate cl i mate, natural beauty, 
architecture and unique desi gn standards and cultural , di ni ng and shoppi ng opportunities also attract 
v i si tors. Accordi ngly, both sales and use tax and transi ent occupancy tax are al so si gnificant sources of the 
City' s revenue, i ncl udi ng the local sales tax knCNVn as M easure D. The variety of restaurants and other 
di ni ng options located withi n the City' s boundary as wel l as art gal leries, jwel ry and clothi ng retai lers 
contri bute to shoppi ng opportunities for resi dents and vi sitors al i ke. 

W hi le sales tax has been on the ri se over the last several fi scal years, thi s trend i s  not expected to conti nue 
i nto fi seal year 201 9-2020. H di and B eacon Economic predi ct no gr011Vth i n  201 9-2020 for the category 
knOV11n as general consumer goods. Thi s i s  l argely due to consumer preferences for onl i ne shoppi ng. Sales 
tax from onl i  ne retai lers largely benefits State and county pools rather than a specific  local ity I i  ke the City. 
Mcxlest grovvth of 29-6 is forecasted for the category of restaurants/hotel s, d0\1\/n from prior years due to 
competition among restaurants and ri si ng i ndustry costs. Together, the categori es of general consurner 
goods and restaurants 1rake up 83% of saJes tax generated withi n the City. As a result, the fi scal year 
201 9--2020 Recommended B udget assumes a 0. 1 % decrease i n  statewide sales tax over the fi seal year 201 8-
201 9 Esti mated Actual and a 1% decrease i n  Measure D i n the upcomi ng fi scal year. 

V i sitors have a rrultitude of lodging options withi n the V i l l age and these lodgi ng establ i shrrents charge a 
HYAi transient occupancy tax for stays of 30 days or l ess. Transient occupancy taxes are rmre chal lenging 
to predict as the taxes are based upon personal choices regardi ng travel desti nations. I n  addition to faci ng 
competition from other popular US desti nations that neighbor the M onterey Peni nsula to the north and 
south, the City al so competes with other i ntemati onal desti nations and is sensitive to changes i n  consurner 
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spendi ng, economic conditions, and to sorre extent, i nternational pol icies. Whi l e  the popularity of special 
events has hel ped to attract and retai n visitors, overal l occupancy rates have not rebounded from 2009. 
HONever, lodgi ng providers have been able to offset thi s decl i ne by i ncreasi ng room rates. The fi scal year 
201 9-2020 adopted budget assumes a JlA> grONth over the fi seal year 201 8-201 9 esti rrated actual . 

The C ity provides a variety of services that benefit specifi c customers, such as the admi ni stration of 
busi ness l i censes, ambulance transport, pol i ce response to fal se a larms and the i ssuance of planning and 
bui ldi ng, encroachment and tree removal and special event permits. Some of the larger types of charges 
for services are planning and bui ldi ng fees and these also sensitive to economic conditions. Charges for 
bui ldi ng serv ice i s  the largest type of fee with a budget of $ 1 .2 mi l l ion. I n  terms of bui ldi ng fees, whi le 
staff have assumed the same vol ume of activity i n  fiscal year 201 9--2020 as i n  the current fiscal year, 
bui ldi ng charges are reduced by $50,000 to reflect the conti nuation of a Counci l di rected fee waiver 
program Adopted by Counci l i n  November 201 8, thi s pi lot program i s  i ntended to prorrote hotel and 
commercial property improvements by waivi ng al l planning and bui ldi ng fees. The program expi res i n  
December 201 9. 

The rr,;ajority of services prO\/idecl by government are people-driven, which i s  why salaries and benefits is 
the City' s largest expenditure at $ 1 1 . 5 mi l l ion, or 48-1;6 of the fi scal year 201 9-2020adopted budget, Salaries 
and benefits are prqj ected to i ncrease JlA> compared to the fi seal year 201 8-201 9  adopted budget. I n  
addition, the City antici pates its pension-related cost knCMJn as the unfunded actuarial l iabi l ity to i ncrease 
by $400,000 in  fi seal year 20"l 9-2020. 

The City anticipates a 4% i ncrease i n  the upcoming fi scal year for contract services and other operational 
items such as office suppl ies, IX)Stage and shi ppi ng, telecomrnmications, fuel , vehic le mai ntenance, and 
material s and suppl ies. 

REQUEST FOR F I NANC I A L  I NFOR M ATI ON 

Thi s Annual F i nancial Report is i ntended to provide citizens, taxpayers, i nvestors, and creditors with a 
general overvievv of the C ity' s fi nances. I f  you have any questions about thi s report, need addi tional 
fi nancial i nformation, or would l i ke to obtai n component unit financial statements, contact the City of 
Carmel-by-the-Sea-by-the-Sea F i nance Department, P O  B ox CC, Carmel-by-the-Sea, CA 9392 1 ,  or v isit 
the City' s web page at http: //ci .cam'l:! .ca.us/carrnel .. 
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C i ty of Carmel-By-The-Sea 
Statement of Net Position 
J une 30, 201 9  

ASSETS 
Current Assets: 

Cash and i nvestrnents 
Receivables: 

Accounts 
Due from other g0vemments 
Total Current Assets 

N oncurrent Assets: 
Capital Assets: 

Nondepreciable 
Depreciable, net of accurrulated depreciatior 

Total Capita! Assets --Ne! 
Total Assets 

DEFERRED OU TFL OWS OF RESOURCES 
OPEB Adjustrnents 
Pension Adjustments 

Total Deferred outlcws of Resources 

L I AB I L I TI ES 
Current L iabi i ities: 

Accounts payabiE 
Payroil related l iabi l itie: 
Der:osits and other l iabil i tie� 
Interest payable 
Claims payable -current portior 
Compensated absences -current portior 
Long-term debt -due within one yeai 

Total Current L iabil i tiei 

N oncurrent L iabi I ities: 
long- term debt -due in more than one year 
Clairns payable 
Compensated absences 
Net �nsion obl igation 
Net OPEB l i ability 

Total Noncurrent L iabil i tie! 
Total L iabil ities 

DEFERRED I NFL OW S  OF RE SOURCES 
OPEB Adjustments 
Pension Adjustments 

Total Deferred I nflcws of Resources 

NET POSI TI ON 
Net investrr�nt in capital asse� 
R e:stri cted for: 

Transportatior 
Public safety 
Debt service 
L ibrary 
Public parking 
Measure D 
Asset seizure 

Total Restrictec.: 
Unrestricted 

Total Net Position 

The accompanying notes are an integral pa1t of these fi nancial statements. 
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$ 

$ 

$ 

$ 

$ 

Govemrnenta! 
Activities 

1 5,057, 500 

2,367,659 
555,355 

17,980,918 

5,722.726 
36,81 0,888 
42,533,61 4 
60,514,532 

1 56,220 
4,803,491 
4,959,71 1 

1,596,023 
1,161,459 

1,500 
53,000 
57,500 

551,190 
971,460 

4,392, 132 

7,035,051 
517,500 
280,389 

19,920,568 
4,021,938 

31,775,446 
$ 36, 167, 578 ------

$ 

$ 

89, 147 
1,913,245 
2,002,392 

$ 37, 132, 103 

30,999 
144,387 
324,599 

1,410,220 
725,828 
180,787 

921 
2,817,741 

( 12,645, 571) -----
$ 27,304,273 



C ity of Carmel-By-The-Sea 
Statement of Activit ies 

For the Y ear E nded J une 30, 201 9 

Charges for 

Program Revenues 

Operati ng 
Grants and 

Net (E xpense) 
Revenue and 

Change i n  Net 
Position 

Governmental 
F unctions/Programs ______ _ Expenses _ __ Services __ _ _0ntri butions _ __ __I_otal __ __ Activiti�-
Pr imary G overnment: 

G overnmental Activities: 
General government 
Community Planni ng and B ui I di ng 
Publ ic Safety 
Publ ic W orks 
L i braiy 
Community Activ ities 
E cononic Revi Ital iz.ation 
I nterest and fi scal charges 

Total G over nmental Activities 

$ 5,906,304 $ 
1 ,  1 91 ,826 
8,390,61 6 
4, 1 62,376 
1 ,894,41 0 

256,645 $ 450,920 $ 707,565 $ (5, 1 98, 739) 

283, 5 1 2  
1 ,  1 44,022 

283,606 

1 ,454,523 
790,428 
44,636 

1 46,443 
1 02,366 

1 ,454,523 
790,428 
44,636 

1 46,443 
1 02,366 

$ 23,256,672 $ 2,795,041 $ 450,920 $ 3,245,961 
====== 

General R evenues and Special I tems: 
Taxes: 

Property taxes 
Sales and use taxes 
Transient occupancy· taxes 
F ranchise fees 
B usi ness I i cense tax 

Tota! taxes 
I ntergovernrrental 
I nvestn'Ent eami ngs 
Other revenues 
S pecial item - l oss on disposal of capital assets 

Totai General Revenues and Special I tem 

Change i n  Net Position 

Net Position - B egi nni ng of Year 
Prior Period Adj ustrrent 
N et Position - B egi nning of Year, As Adjusted 

N et Position - E nd of Year 

262,697 
(7,600, 1 88) 
(4, 1 1 7, 740) 
( 1 ,894,41 0) 

( 1 37,069) 
( l  ,041 ,656) 

(283,606) 
(20,01 0, 71 1 )  

6,524,33·1 
5, 732,885 
6.882,01 5 

636,397 
594,941 ------

20,370,569 
637, 1 24 
205,791 
437,475 

( 1 60,794) ------
21 ,490, 1 6.5 ------

1 ,479,454 

25,703,403 
1 2 1 ,41 6 

25,824,81 9 

$ 27,304,273 

The accorrpanyi ng notes are an integral part of these financial statements. 

Page 36 



MAJ OR GOVE RNM ENTAL F UNDS 

Jhisfuixt ao,:;00$ fur resources l..ltilll.!d, cqmtjtted; ass� orrestr:k:tet'.lforcaptal 
prtjects. 

Page 37 



C ity of Carmel-By-The-Sea 
B al ance Sheet 

G overnmentai F unds 

J une 30, 201 9 

Major Funds 

Mea<;ure D Capital Other Total 
General Sales Tax Projects Governmental Governmental 

Fund Fund Fund Funds Funds 
ASSETS 
Cash and investments $ 8,456,322 $ $ 1 ,047,492 $ 2,697,®7 $ 1 2,200,91 1 
Receivables: 

Accounts 2,367,659 2,367,659 
Due from other governments 526,41 5 28,940 555,355 

Due from other funds 434,71 1 434,71 1 
Other assets 404 404 

Total assets $ 1 1 ,259,096 $ 526,4 1 5  $ 1 ,047,492 $ 2,726,037 $ 1 5,559,040 

L I AB I L I TI E S AND F U ND B ALANC E S  
L iabi l ities: 

Accounts payable 
Accrued l iabi l ities 
Derxisits 
Due to other funds 

Total l iabi l ities 

F und B alances: 
Restricted: 

Transportation 
Publ ic safety 
Debi: servi ce 
L i brary 
Asset seizure 
Publ ic parki ng 
Measure D 

Committed: 
Ho! stery tax 
B udget stabi I i  zati on 

Assigned: 
Operational rese1ves 
Capital projects 

U nassigned 
Total fund balances 
Total l iabi l ities and 

fund balances 

$ 895,637 
l ,  1 1 1 ,830 

1 , 500 

$ $ 635,829 
49,629 

$ $ 1 , 531 ,466 
1 , 1 61 ,459 

1 , 500 
345,628 89,083 434, 71 1 

2,008,967 345,628 685,458 89,083 3, 1 29, 1 36 

635,000 
2, 1 73, 1 38 

1 80,787 

30,999 
144,387 
324,599 

1 ,4 10,220 
92 1 

725,828 

30,999 
144,387 
324,599 

1 ,4 10,220 
92 1 

725,828 
1 80,787 

635,000 
2, 1 73, 1 38 

1 ,926,008 1 ,926,008 
362, 034 362, 034 

4, 5 1 5,983 4, 5 1 5,983 
9,250, 1 29 1 80,787 362,034 2,636,954 1 2,429,904 

$ 1 1 ,259,096 $ 526,41 5 $ 1 ,047,492 $ 2, 726,037 $ 1 5,559,040 

The accompanying notes are an integral part of these financial statements. 
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C ity of Carmel-By-The-Sea 
R econd I i  at i on of the G overnment F unds B al a nee S heet 

to the G overnment-W ide Statement of Net Posit ion 

J une 30, 201 9 

Total F und B a!ances -Total G overnmental F unds 

A mounts reported for governmental activities in the statement of net position were 

different because: 

Capital assets used i n  governmental activities were not current fi nancial resources. Therefore, 

they were not reported in the Governmental Funds B alance S heet. The capital assets were 

adj usted as fol I OJ\/s: 

Capital assets 

Less: accumulated depreciation 

Total Capital Assets 

I nterest payable on long-term debt did not requi re current fi nancial resources. Therefore, 

interest payable was not reported as a l iabi l ity i n  Governrr12ntal Funds B alance S heet 

i nterna! service funds are used by management to charge the costs of stores, 

vehicle maintenance and various insurance costs to individual funds. The assets and 

l iabi l ities of the i nternal service funds are incl uded in the governmental activities in 

the statement of net position. 

The differences from benefit plan assumptions and esti mates versus actual s are not incl uded i n  the 

plan's actuarial study unti l the next fiscal year and are reported as deferred i nflows or deferred 

outfl0\1\/s of resources in the statement of net position. 

Long-term obl igations were not due and payable i n  the current period. Therefore, they were not 

reported i n  the Governmental Funds B alance S heet The long-term l i abi l ities were adj usted 

as fol lows: 

Long-term debt 

Compensated absences 

Net pension obl igation 

Net OPE B l iabi l ity 

Total Long-Term Obi igations 

Net Position of G overnmental Activities 

The accompanyi ng notes are an i ntegral part of these fi nancial statements. 
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$ 1 2,429, 904 

62,263,0(M 

(20, 509, 539) 

4 1 , 753,465 

( 53,000) 

2,997, 1 81 

2,957,3 19  

(8,006,5 1 1 )  

(83 1 ,579) 

( 1 9, 920, 568) 

(4,02 1 ,938) 

(32,780,596) 

$ 27,304,273 



C ity of Carmel -By-T he-Sea 
Combining Statement of R evenues, E xpenditures, and Changes in Fund Balances 
G OJernmental Funds 
F or the Year E nded J une 30, 201 9 

R E V E N U E S  
Taxes: 

Property taxes 
Sales and use taxes 
Transient occupancy taxes 
Franchise fees 
B usiness I icense tax 

I ntergovernmental revenues 
L icense and permits 
C ontri buti ons 
F i nes and forfeitures 
Charges for services 
I nterest 
Rents and concessions 
Other revenues 

Totai Revenues 

EX P E N D I TU R E S 
Current: 

General government 
Community Planning and B ui lding 
Publ ic Safety 
Publ ic Works 
L i brary 
Community Activities 
Economic Revi lta! ization 

Capital outlay 
Debt service 

Principal 
I nterest and fi scal charges 

Total E xpenditures 
E xcess (Deficiency) of 

Revenues over E xpenditures 

OTH E R  F I NA NC I NG SOU R C E S  ( U S E S) 
Transfers i n  
Transfers out 

Totai Other F i nanci ng Sou rces (U ses) 

Net Change in  Fund B alances 

Fund B alances Beginning 
Prior Period Adj ustrrent 
Fund B alances Beginning, Adjusted 

Fund B alances Ending 

General 
Fund 

Major Funds 

Measure D 
Sales Tax 

Fund 

$ 6,524,331 $ $ 
2,652,971 3,079,914 
6,882,01 5 

636,397 
594,941 
583,573 

1 , 1 92,242 

Capital 
Projects 

Fund 

Other 
G overmnental 

Funds 

$ 

504,471 

Total 
Governmental 

Funds 

$ 6,524,331 
5,732,885 
6,882,01 5 

636,397 
594,941 

1 ,088,044 
1 , 1 92,242 

31 4,450 3 14,450 
1 2 1 ,470 1 2 1 ,470 

1 ,2 51 ,072 1 0,097 1 ,261 , 1 69 
1 24,262 43,282 1 67,544 
1 85, 1 56 1 85, l 56 
1 32,776 2 5,253 1 58,029 ----- ----- ---- ---- -----

20,881 ,206 3,079,914 2 5,253 872,300 24,858,673 

5,51 7, 5 16  
1 , 1 1 6,689 
7,61 7,3 10  
2,902,461 

965,725 
1 79,426 

1 , 1 03,993 
3,778,271 

292,665 

950,770 
286,606 

5,51 7,51 6 
1 , 1 1 6,689 
7,61 7,310 
2,902,461 
1 ,258,390 

1 79,426 
1 , 1 03,993 
3,778,271 

950,770 
286,606 

_1 9,403,@L ____ _ 3,778,271 ._1 ,530,041 . 24,71 1 ,432 

1 ,478,086 3,079,914 (3,753,0 1 8) (657,74 1 )  1 47,241 

855,660 2,487,954 1 ,237,980 4,58 1 ,594 
( 1 , 1 1 1 ,477) (3, 1 04,753) (465,364) (4,681 ,594) 

(255,81 7) (3, 1 04,753) 2,487,954 772,61 6 ( 1 00,000) 

1 ,222,269 (24,839) ( 1 ,265,064) 1 1 4,875 47,24 1 

8,006,394 205,626 1 ,627,098 2,422, 1 29 1 2,261 ,247 
2 1 ,466 99,950 1 2 1 ,41 6 -----

·- 8,027,8ffi _ 205,626 . 1 ,627,098 _ 2,522,079 _ 1 2,382,663 

$ 9,250, 1 29 $ 1 80,787 $ 362,034 $ 2,636,954 $ 1 2,429,904 

The accompanyi ng notes are an integral part of these financial stater-rents. 

Page 40 



C ity of Carmel-By-The-Sea 
Reconci l i at ion of the G 011ernmenta! F unds Statement of R evenues, 

E xpenditures and Changes i n  F und B al ances to the G avernment-W ide 

Statement of Activi t ies 

For the Y ear E nded J une 30, 201 9 

Net C hange i n  F und B alances -Total G overnmental F unds 
Amounts reported for governmental activities in the Statement of Activities and Changes 

in net position were different because: 

Governmental Funds report capital outlay as expenditures. However, in the Government-W ide 
Statement of Activities and Changes in net position, the cost of those assets was al located over 
thei r estimated useful l ives as depreciation e,xpense. 

Capital o utlay 
Depreciation expense 

Gai ns and losses from the di sposal of capital assets are recorded i n  the government-wide 

statement of activities as a special item, but only the proceeds from disposals are rerx>rted 
in the fund statements. 

I ntema! service funds are used by management to charge the costs of stores, 

vehicle maintenance, and various i nsurance costs to i ndividual funds. 
Net revenue (excess expenses) reported with governmental activities 

Long-term com!'.)ensated absences and claims payables were reported in the Government-W ide 

Staternent of Activities, but they did not requi re the use of current fi nancial resources and were not 

reported as expenditures in governmental funds. 
Com!'.)ensated absences 

I n  governmental funds, actual contributions to benefit plans are reported as expenditures in the year 
i ncurred. However, in  the government-wide statement of activities, only the current year benefit 
expense as noted in the plans' valuation reports i s  reported as an expense, as adjusted for deferred 
inflows and outflows of resources. 

Repayment of long-term debt was an expenditure i n  governmental funds, but the repayment 
reduced long-term l iabi l ities i n  the Government-Wide Staternent of net position. 

Certai n expenses reported i n  the statement of activities do not require the use of current 
financial resources and are not reported as expenditures in the fund statements as fol lows: 

Other postemploym:nt benefits 

I nterest expense on long-term debt was reported i n  the Governrnent�V ide Statement of 
Activities and Changes in net position, but it did not require the use of current financial 
resources. Therefore, interest expense was not reported as expenditures i n  governmental 

funds. The fol iowi ng amount represented the net change in accrued interest from and 
accreted i nterest from prior year. 

Change i n  Net Position of G overnmental Activities 

The accomp.-myi ng notes are an integral part of these financial statements. 
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$ 

$ 

47,241 

3,533,858 
( l  ,81 8, 1 85) 

( 1 64,483) 

( 1 1 6,075) 

(25 1 ,433) 

( 5 14, 526) 

950, 770 

( 1 90,71 3) 

3,000 

1 ,479,454 



C ity of C armel-By-The-Sea 
Statement of Net Posit ion 

P ropr i etary F unds 

J une 30, 201 9 

ASSETS 
Current assets: 

Cash and i nvestrnents 
Noncurrent Assets: 

Capital assets - net 
T otai assets 

L I AB I L I TI E S  
Current l i abi l ities: 

Accounts payable 
Ciairns payable -current 

Total current l iabi l ities 
Non-current l iabi l i ties: 

Clai ms  payable 

Total l iabi l ities 

NET POS I TI ON 

Net I nvestment in capital assets 
U nrestricted 

Totai net posit ion 

The accompanyi ng notes are an i ntegral part of these fi nancial statements. 
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Govern�ntal 
Activities 

I nternal 
Service Funds 

$ 2,856, 589 

7'8/J, 1 49 
$ 3,636,738 ------

$ 

$ 

64, 557 
57, 500 

1 22,057 

5 1 7, 500 
639,557 ------

$ 780, 1 49 
2,2 1 7,032 ------

$ 2,997, 1 81 



C ity of Carmel-By-The-Sea 
Statement of Revenues, E xpenses and Changes i n  F und Net Posit ion 

Propr ietary F unds 

For the Y ear E nded J une 30, 201 9 

O P E RATI NG R EVE N U E S  

Other 

Total operat ing revenues 

O P E RATI NG EX P E NS E S  

Clai ms 

Depreciation 

Total operat i ng expenses 

Operati ng i ncome ( loss) 

NO NOPE RAT! NG R EVE N U E S(EX P E  N S E S) 

Gai n  (loss) on disposal of capital assets 

I nvestment eami ngs 

I nconie ( !ass) before operati ng transfers 

Transfers in  

Transfers out 

Change in net position 

Total net position - beginni ng 

Total net position -ending 

The accompanyi ng notes are an i ntegral part of these fi nancial statements. 
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Governmental 

Activities -

I nternal 

Service Funds 

$ 

27,570 

244,575 

272, 1 45 

(272, 1 45) 

1 7,823 

38,247 

(2 1 6,075) 

1 00,000 

( 1 1 6,075) 

3, 1 1 3,256 

$ 2,997, 1 81 



C ity of Carmel-By-The-Sea 
Statement of Cash F I O,.NS 

P ropr ietary F unds 

F or the Y ear E nded J une 30, 201 9 

Cash flows from operating activities: 

Payments for claims 

Pay ments for suppl ies and material s 

Net cash provided (used) by operati ng activities 

Cash flows from noncapital fi nancing activities: 

i nterfund transactions 

Net cash provided (used) by noncapital financi ng activities 

Cash flows from capital financi ng activities: 

Purchases of property and equi pment 

Net cash provided (used) by capital financi ng activities 

Cash flows from i nvesting activities: 

I nvestment i ncorne received 

Net cash provided (used) by i nvesti ng activities 

Net i ncrease (decrease) i n  cash and cash equivalents 

Cash and cash equivalents - beginni ng 

Cash and cash equivalents -endi ng 

Reconcil iation of operati ng i ncome to net cash prrNided (used) 

by operat ing act ivities: 

Operati ng i ncome (loss) 

Adjustrnents to re:conci le operating i ncome (loss) 

to net cash provided (used) by operating activities: 

Depreciation 

Change in operating assets and l iabi l ities: 

Accounts payable 

Claims payable 

Net cash provided (used) by operati ng activities 

The accompanying notes are an integral part of these financial staternents. 
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G overnrnenta! 

Activities 

I nternal 

Service Funds 

$ (487, 570) 

48,592 

(438,978) 

560,000 

560,000 

(255,345) 

(255,345) 

38,247 

38,247 

(96,076) 

2,952,665 
'TT.856.589-

$ (272, 1 45) 

244, 575 

48,592 

(460,000) 

$(438,978) 



C ity of Car mel-By-The-Sea 
Statement of F iduciary Net Posit ion 

F iduciary F unds 

J une 30, 201 9 

ASSETS 

Current assets: 
Cash and investments 

Accounts receivable 

Total assets 

L IAB I L I TI E S 

Current l i abi l ities: 

I nterest payable 
Deposits 

Total l iabi l ities 

The accompanying notes are an integral part of these financial statements. 
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$ 

$ 

Agency 

Funds 

286,807 
3,086 

289,893 

$ 1 1 , 501 
278,392 ------

$ 289,893 



C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

NOTE 1 --SU M M ARY OF  S I G N I F I CANT ACCOU NTI NG POL I C I E S  

The basic  financial statements of the City of Carmel -by-the-5ea, Cal ifornia, (the City) have been prepared 
i n  conformity with general ly accepted accounti ng pri nci ples (GAAP) as appl ied to governmental 
agenci es. The Governmental Accounti ng Standards B o..1.rds (GASB)  is the accepted standard setti ng body 
for establ ishi ng governmental accounti ng and fi nancial reporti ng pri nciples. The rrore significant of the 
City's accounti ng pol icies are described belcm. 

A F i nanciai Reporti ng E ntity 

The City of Carmel-by-the-Se.a, Cal ifornia was i ncorporated on October 3 1 , 1 91 6, under the laws and 
regulations of the State of Cal ifornia (St.ate) . The City operates under a C i ty Counci l ;M anager form of 
government and provides the fol laNing seivices: general govermr�nt, comrrunity planning and bui ldi ng, 
publ i c  safety (fi re, pol ice and ambulance) , publ i c  works, l i brary, economic revital ization and other 
comtrunity activities. 

The C ity operates as a self-governi ng local government unit withi n the State. I t  has l imited authority to 
levy taxes and has the authority to determine user fees for the seivices that it provides. The Cit:y' s main 
fundi ng sources i ncl ude sales taxes, other i ntergovernmental revenue from state and federal sources, user 
fees, and federal and state fi nancial assi stance. A l l  property taxes are paid to Monterey County (County) 
as part of the revenue neutral ity paynient obi igation. The fi nancial statements do not reflect the an10unts 
received on behalf of the C ity and retained by the County. 

The financial reporti ng entity consi sts of (a) the pri maiy govermnent, the C ity, (b) organizations for 
which the primaiy government is fi nancial ly accountable, and (c) other organizations for which the 
pri mary government i s  not accountable, but for which the nature and significance of thei r relationshi p 
with the pri maiy go;ernrnent are such that excl usion would cause the reporti ng entity' s fi nancial 
statements to be mi sleadi ng or i ncorrl)lete. F i nancial accountabi l ity i s  defi ned as the appointment of a 
voti ng majority of the component unit' s board, and either (a) the City has the abi l ity to i mpose its wi l l  on 
the organization, or (b) there i s  a potential for the organization to prcwide a fi nancial benefit to or impose 
a fi nanciai burden on the C ity. 

As requi red by US GAAP, these fi nancial staternents present the gcwermrent and its component units, 
entities for which the gcwernrrent i s  considered to be fi nancial ly accountable. These component units are 
reported on a blended basis. B lended component units, although legal ly separate entities, are, i n  
substance, i::art of the gcwernment' s operations and so data from these units are combi ned with data of the 
pri mary go\ternment. The fi nancial statements of the i ndivi dual com!X)nent units, if appl i cable as 
i ndi cated belavv, rray be obtai ned by writi ng to the C ity of Carmel-bf-the-Sea, F i nance Department, Post 
Office Box CC, Carmel ·-by-the-5ea, CA 9392 1 . 

The C ity' s reporti ng entity i ncludes the fol lavving blended component units: 

• Carmel Publ i c  l mprcwernent Authority 
• Harri son Memorial L i brary 

The above component units are i ncl uded i n  the C ity' s basic fi nancial statements usi ng the blended 
method. There are no comrx>nent units of the City that meet the criteria for di screte presentation. 
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C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

The City appl ies ai l appl icable GASB pronouncements for certai n accounti ng and financial reporti ng 
gui dance. I n  December of 201 0, GASB  i ssued Statement No. 62, Codification of Accounti ng and 
F inancial Reporti ng G uida.nee Contained i n  P re-Noverrber 30, 1 989 FA<;B and AICPA P ronouncerrents. 
GASB 62 i ncorporates pronouncements i ssued on or before No.tember 30, 1 989 i nto GASB authoritative 
l i terature. I n  J une of 201 5, GASB i ssued Statement No. 76, The H i erarchy of General ly Accepted 
Accounti ng Pr inci ples for State and Local G overnrrents. GASB 76 supersedes Statement No. 55, The 
H ierarchy of Genera l ly Accepted Accounti ng P ri nci pl es for State and Local G overnrrents. GAS B 76 al so 
arrends GASB  62 and A ICPA Pronouncernents paragraphs 64, 74, and 82. The GAAP hierarchy sets 
forth what constitutes GAAP for al l state and local governmental entities. i t  establ i shes the order of 
pri ority of pronouncernents and other sources of accounti ng and financial reporti ng guidance that a 
governmental entity should apply. The sources of authoritative GAAP are categorized i n  descendi ng order 
of authority as fol I ONs: 

a. Offi cial ly establ i shed accounti ng pri nci pl es-Government.al Accounti ng Standards B oard 
(GASB )  Statem::nts (Category A) 

b. GASB Techni cal B ul l eti ns; GASB  l mplenientation Guides; and l i terature of the A ICPA cleared 
by the GAS B ( Category B ) .  

I f  the accounti ng treatment for a transaction or other event i s  not specified by a pronouncement i n  
Category A ,  a governmental entity should consider whether the accounti ng treatment i s  specifi ed by a 
source i n  Category B . 

B .  B asi s of Accounti ng and M easurement F ocus 

The accounts of the City are organized on the basis of funds, each of which i s  consi dered a separate 
accounti ng entity. The operations of each fund are accounted for with a sep:1rate set of self-balanci ng 
accounts that compri se i ts assets, l iabi l ities, fund equity, revenues, and expenditures or expenses, as 
appropriate. Governm::ntal resources are al located to and accounted for i n  i ndividual funds based up::m 
the puqJ<)ses for whi ch they are to be spent and the nieans by which spendi ng activities are control I ed. 

G overnmentW ide F i nancial Statements 

The City's government-wide fi nancial statements i ncl ude a Statem:nt of Net Positi on and a Staterrent of 
Activities and Changes i n  Net Position. These statenients present summaries of governm=ntal and 
busi ness-type activities for the C ity. F iduciary activities of the City are not i ncl uded i n  these statenients. 
Governrrental activities, which normal ly are supported by taxes and i ntergovernmental revenues, are 
reported separately from busi ness-type activities, which rely to a signifi cant extent on fees and charges for 
support. The City did not report any busi ness-type activiti es for the year. 

These statements are presented on an "economic resources" ITEaSurernent focus and the accrual basis of 
accounti ng. Accordi ngly, al l of the City's assets, deferred outflONs of resources, l i abi l i ties, deferred 
i nflONs of resources ( i ncl udi ng capital assets, as wel l as i nfrastructure assets, and l ong-term l iabi l i ties) , 
are i ncl uded i n  the accompanying Staterrent of Net Positi on. The Staterrent of Activities presents changes 
i n  net position. U nder the accrual basi s of accounti ng, revenues are recognized i n  the period i n  which 
they are earned whi le expenses are recognized in the period in whi ch the l iabi l ity is i ncurred. The 
Statenient of Activiti es demonstrates the degree to whi ch the di rect expenses of a given function or 
segrrent i s  offset by program revenues. Di rect expenses are those cl early i dentifiable with a specifi c  
function or segrnent. I n  conformity with the City' s i ndi rect cost al location plan, certa.i n i ndi rect costs are 
i ncl uded i n  the program expense reported for i ndividual functions and activiti es. Certain types of 
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transactions are reported as program revenues for the C ity i n  three categories: 

• Charges for services 
• Operati ng grants and contri butions 
• Capital grants and contri buti ons 

Separate fi nancial statements are provided for governmental funds, propri etary funds, and fiduciary funds, 
even though the fiduciary funds are excl uded from the government-wide fi nancial statements. Major 
i ndividual governmental funds and major i ndivi dual enterprise funds are reported as separate coi umns i n  
the fund fi nancial statements. 

Certain el imi nations have been rrade as prescribed by GASB Statement No. 34 i n-regards-to i nterfund 
activities, payables, and receivables. A l l  i nternal balances i n  the Statement of Net Positi on have been 
el iminated. l nterfund services provided and used are not el i mi nated i n  the process of consol i dation. The 
fol lavvi ng i nterfund activiti es have been el imi nate:!: 

• Transfers i n;Transfers out 
• I nternal Service Fund charges 

G overnmental F und F i nancial Statements 

Governmental fund fi nancial statements i ncl ude a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes i n  F und Balances for al l rnajor governmental funds and non-major funds 
aggregated. An accompanyi ng schedule i s  presented to reconci le and explai n the differences i n  net 
position as presented i n  these statements to the net position presented i n  the government-wide fi nancial 
sra.ternents. The City has presented al l major funds that met the appl i cable criteria. 

A l l  governmenra.l funds are accounted for on a spendi ng or "current fi nancial resources" n1easurement 
focus and the modifi ed accrual basi s  of accounti ng. Accordi ngly, only current assets, deferred outflONs 
of resources, current l iabi l ities, and deferred i nflCMFs of resources are i ncl uded on the balance sheets. The 
Statement of Revenues, Expenditures and Changes i n  F und Balances present i ncreases ( revenues and 
other fi nanci ng sources) and decreases ( expenditures and other financi ng uses) i n  net current assets. 

U nder the m:idified accrual basi s of accounti ng, revenues are recognized i n  the accounti ng period i n  
which they becon� both measurabl e and avai l able to fi nance expenditures of the current period. 
Accordi ngly, revenues are recorde:1 when received in cash, except that revenues suqject to accrual 
(general ly up to 60 days after year-end) are recognized when due. The primary revenue sources, which 
have been treated as suscepti bl e to accrual by the City, are property tax, sales taxes, i ntergovernmenta.l 
revenues, other taxes, i nterest revenue, rentaJ revenue and certai n charges for services. F i nes, forfeitures, 
l icenses and permits and parki ng rneter revenues are not susceptible to accrual because they are usual l y  
not measurabl e unti l received i n  cash. Expenditures are recorded i n  the accounti ng period i n  which the 
related fund l i abi l ity i s  i ncurred. 

U nearned revenues arise when potential revenues do not meet both the "measurable" and "avai lable" 
criteria for recogniti on i n  the current period. U nearned revenues also arise when the go./ernment receives 
resources before it has a legal clai m to them, as when grant rronies are received prior to i ncurri ng 
quai ifyi ng expenditures. I n  subsequent periods when both revenue recognition criteria are met or when 
the govermnent has a legal clai m to the resources, the unearned revenue i s  re1n:Jved from the combined 
balance sheet and revenue i s  recognized. 
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The fol !ONi ng funds are �jor funds: 

G enera! F und 
The General Fund is used to account for al l of the general operations and other fi nancial transactions of 
the City, which are not accounted for by another fund. 

The M easure D Sales Tax F und 
The Measure D Sales Tax Fund used to account for the transaction and use t.ax i ncrease to be used to 
1ranrain essential services, i ncl udi ng fi re, ambulance and pol ice response ti mes; fund capital needs, 
i ncl udi ng streets, beach, parks, forest and trai l s; i ncrease code compl iance; maintai n l i braries, Sunset 
Center and other publ i c  faci l i ties; address Ca!PERS pension l iabi l i ties and other debt; and provide other 
general City services. 

Capita l  Proj ects Fund 
Thi s fund accounts for resources uti l i zed, committed, assi gned or restricted for capital prqjects. 

Additional ly, the City reports the fol iOJVi ng nornTictjor fund types of governmental funds: 

S pecial Revenue Funds 
S pecial revenue funds account for and report the proceeds of specific revenue sources that are restri cted, 
committed or assigned to specific purposes other than debt service or capital prqjects. 

Debt Service Funds 
Debt service funds account for the accurrulation of resources for, and payment on, long-term obl igation 
debt pri nci pal and i nterest. 

Propr ietary Funds 

In the fund fi nancial statements, proprierary funds are presented usi ng the accrual basi s of accounti ng. 
Revenues are recognized when thf:..'Y are earned and expenses are recognized when the related goods or 
services are del ivered. I n  the fund fi nancial statements, propri erary funds are presented usi ng the 
" economic resources measurement focus" . Thi s means al l assets, deferred outflONs of resources, 
l iabi l i ti es (whether current or noncurrent) and deferred i nfiovvs of resources associated with thei r 
activities are i ncl uded on thei r balance sheets. Propri etary fund type operati ng statements present 
i ncreases ( revenues) and decreases (expenses) i n  tot.al net positi on. 

Propri etary fund operati ng revenues, such as charges for services, result  from exchange transactions 
associated with pri ncipal activity of the fund. Exchange transactions are those i n  which each party 
receives and gives up essential ly equal value. Non-operati ng revenues, such as subsidies, taxes, and 
i nvestrnent earni ngs result from nonexchange transactions or anci I I  ary activiti es. A rrounts paid to acqui re 
capital assets are capital ized as assets i n  the i nternal service funds fi nancial sraternents. 

The City' s i nternal service funds are proprietary funds. I nternal service funds account for charges to City 
departments for services provided, on a cost reimbursement basi s. The City has the fol lowing i nternal 
service funds: 

W orker' s  Compensation Fund 
Thi s fund accounts for workers compensation i nsurance provided to departments on a cost rei mbursernent 
basi s. 
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OPE  B Reserve F und 
Thi s fund accounts for other postemploynient benefits provided to departments on a cost rei mbursement 
basis. 

Vehicle & Equi pment Replacement F und 
Thi s fund is to set aside fi nancial resources for future purchases of replacement equi pment essential to the 
operations of the City. 

F i duciary Funds 

Agency F unds 
Agency Funds account for assets hel d by the City in a purely custodial capacity. S i nce agency funds are 
custodial i n  nature, they do not involve the measurement of results of operations and are not presented i n  
the government-wide fi na.ncia! statements. 

C .  Cash, Cash E qu ival ents and I nvestments 

The City pools its avai labl e cash for i nvestment purposes. The City's cash and cash equivaients are 
considered to be cash on hand, demand deposits, and short-term i nvestments with origi nal maturity of 
three rronths or less from the date of acqui sition. Cash and cash equivalents are combined with 
i nvestments and displayed as Cash and I nvestments. 

Deposit and I nvestrnent R i sk D i sclosures - I n  accordance with GASB Statement No. 40, Deposit and 
i nvestment D i sclosures (Arnendrnent of GASB Statement No. 3) , cert.a.in di sclosure requi rements, i f  
appl icable, for Deposits and I nvestment Ri sks in  the fol lCMti ng areas: I nterest Rate Ri sk, Overal l Credit 
Ri sk, Custodial Credit R i sk, Concentrations of Credit R i sk, and Foreign Currency R i sk. Other di sclosures 
are specified i ncl udi ng use of certai n methods to present deposits and i nvestments, highly sensitive 
i nvestrnents, credit qual ity at year-end and other di sclosures. 

The City partici pates i n  an i nvestment pool managed by the St.ate of Cal ifornia titled Local Agency 
I nvestrnent Fund (LAI F) ,  whi ch has i nvested a portion of the pool funds i n  Structured Notes and Asset 
Backed Securities. LA I F's i nvestments are suqject to credit ri sk with the ful l faith and credit of the State 
of Cai ifomia coi lateral izi ng these i nvestments. I n  addition, these Structured Notes and Asset-Backed 
Securiti es are subject to rrarket ri sk as to change i n  i nterest rates. 

I nvestnients are recorded at fai r value i n  accordance with GASB Statement No. 72, Fai r  Value 
Measurerrent and Appl ication. Accordi ngly, the change in fai r val ue of i nvestrnents is recognized as an 
i ncrease or decrease to i nvestment assets and i nvestment i ncome. Fai r value is defi ned as the price that 
would be received to sel l an asset or paid to transfer a I i  abi l ity i n  an orderly transaction. I n determini ng 
this amount, three val uation techniques are avai lable: 

• M arket approoch - Thi s approach uses pri ces generated for identi cal or simi l ar assets or l iabi l ities. 
The most common example i s  an i nvestnient i n  a publ ic  security traded i n  an active exchange such as 
the NYSE .  

• Cost approach - Thi s techni que determi nes the amount requi red to replace the current asset. This 
approach may be ideal for val u ing donations of capital assets or histori cal treasures. 

• I ncorne approach - This approach converts future amounts (such as cash flONs) i nto a current 
di scounted arrount 
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Each of these val uation techniques requi res i nputs to calculate a fai r value. Observable i nputs have been 
maximized i n  fai r value measures, and unobseivab! e i nputs have been mi ni mized. 

D. I nterfu nd Receivables and Payables 

I tems classified as i nte1fund receivables/payables are referred to as "advances to/advances from other 
funds" or as "due to/from other funds" . Due to/from other funds i ncl ude short-term !endi ng/borrcwing 
transactions betvveen funds. Thi s classifi cation al so i ncludes the current portion of an advance to or from 
another fund . .Advances to/advances from other funds represents non-current portions of any l ong-term 
l endi ng/borrcwing transactions betvveen funds. Thi s amount wi l l  be equal ly offset by a reserve of fund 
balance which i ndi cates that it does not represent avai lable fi nancial resources and therefore, is not 
avai I able for appropriation. 

E .  Receivables 

! n the fund fi nancial statements, rra.terial receivabl es i n  governnientaJ funds i ncl ude revenue accrual s 
such as property tax, sales tax, and i ntergovernrrental subventions si nce they are usual ly both measurable 
and avai l able. Non-exchange transactions col lecti ble but not avai labl e, such as property tax, are deferred 
i n  the fund fi nanci al statements i n  accordance with the rnoclified accrual basi s, but not deferred i n  the 
government-wide fi nancial statements i n  accordance with the accrual basis. 

I nterest and i nvestment earni ngs are recorded when earned only if paid withi n 60 days si nce they would 
be considered both measurable and avai lable. The C ity' s experi ence i s  that al l accounts receivabl e are 
col l ecti ble; therefore an al iONance for doubtful accounts i s  unnecessary. 

The County of Monterey i s  responsi bl e for the col i ecti on and al location of property taxes. U nder 
Cal ifornia la:vv, property taxes are assessed and col l ected by the County up to 1%  of the ful l  cash val ue of 
taxable property, p! us other i ncreases approved by the voters and di stri buted i n  accordance with statutory 
form..1las. The City recognizes property taxes when the i ndivi dual i nst.aJ l nients are due, provided they are 
col l ected withi n 60 days after year-end. 

F . Capita l  .Assets 

The City's assets are capital ized at hi storical cost or estimated hi stori cal cost, if actual i s  unavai l able, 
except for donated capital assets, donated works of art and si mi lar items, and capital assets received i n  a 
service concession arrangement that are reported at acqui si tion val ue rather than fai r val ue. Pol icy has set 
the capital ization threshol d for reporti ng at $5,000 for non-infrastructure capitaJ assets and $25,000 for 
i nfrastructure capital assets. 

Publ i c  dorrai n ( i nfrastructure) capital assets i ncl ude roads, bridges, curbs and gutters, streets, sidewal ks, 
drai nage systems, and I i  ghti ng systems. 

The accounti ng treatment of property, plant and equipment (capital assets) depends on whether the assets 
are used i n  governmental fund operations or proprietary fund operations and whether they are reported i n  
the government-wide or fund fi nancial statements. 

Pri or to J uly 1 ,  2003, govemrnenta! funds' i nfrastructure assets were not capital ized, si nce then these 
assets have been val ued at esti rrated hi stori cal cost. 
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Depreciation of al l exhausti ble capital assets is recorded as an al located expense i n  the Statement of 
Activ i ti es, with accwrulated depreciation reflected i n  the Statement of Net Positi on. Depreciati on i s  
provided over the assets' estimated useful l i ves usi ng the straight-l i ne method of depreciati on. No  
depreciation is recorded i n  the year of acqui sition or i n  the year of disposition. I n  the fund fi nancial 
statements, capital assets used i n  governmental fund operations are accounted for as capital outlay 
expenditures of the governmental fund upon acqui sition. Capital assets used i n  proprietary fund 
operations are accounted for the same way as i n  the governmentwide st.aternents. 

Depreciation i s  recorded on a strai ght-1 i ne basi s over the useful l ives of the assets as fol lavvs: 

B ui l di ngs and improvements 
I mprovernents other than bui I di ngs 
V ehi des, machi nery and equi pment 
I nfrastructure 
Technology ,iH ardware and S oftvvare 

G .  Deferred Outflarvs,Oeferred I nflo.rvs 

20-SO Years 
35 Y ears 

5-20Y ears 
20-SO Y ears 
5-20Y ears 

Deferred outf!OJVs of resources are a consumption of net assets by the City that i s  appl i cable to a future 
reporti ng period; for example, prepaid items and deferred charges. 

Deferred i nflCMJs of resources are an acquisiti on of net assets by the City that i s  appl i cable to a future 
rep:)rti ng period; for example, unavai lable revenue and advance col lections. 

H , I nterest Payable 

I n  the government-wide fi nancial statements, i nterest payable of long-term debt i s  recognized as an 
i ncurred l i abi l ity for governmental fund types. The City has not al located the i nterest on long-term debt 
to departments. 

I n  the fund financial statements, governmental fund types do not recognize the i nterest payabl e when the 
l i abi l ity i s  i ncurred. i nterest on long-term debt i s  recorded i n  the fund staterrJ.:!nts when payment is made. 

i .  C lai rris  Payabl e 

The City records a I i  abi I i  ty for c lai ms, j udgrrents, and I i  ti gati on when it i s  probable that an asset has been 
impal red or a l i abi l ity has been i ncurred prior to fi scal year-end and the probable arrount of loss (net of 
any i nsurance coverage) can be reasonably esti mated. 
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J . Compensated Absences 

Employees accrue vacation, sick, hol iday, and compensatory time off benefits. City employees have 
vested i nterests i n  the amount of accrued time off, with the exception of si ck time, and are paid on 
termination. A l so, annual ly an employee rnay elect to be compensated for up to 40 hours of unused 
annual leave. Ho.vever, this i s  conti ngent upon the employee usi ng at least 40 hours duri ng the previous 
year and, the employee havi ng a mini rrum balance of 80 annual leave hours after the payment. A i l  
vacation pay i s  accrued when i ncurred i n  the gavernment-wide and propri etary fi nancial statements. A 
l i abi l ity for these am:xmts i s  re!X)rted i n  the gavernmental funds only i f  they have matured, for example, 
as a result of employee resi gnations or reti rernents and i s  currently payable. The City had no employee 
resignations or reti rements for whi ch compensated absences should be accrued i n  gavermrental funds at 
year-end. The general fund i s  typical ly used to l i quidate compensated absences. 

K. Long--Term L iabi l i ti es 

I n  the gavemment-wide fi nancial staternents and propri etary fund staternents, l ong-term debt and other 
long-term obl igations are reported as l iabi l iti es i n  the appl i cabl e governmental or busi ness-type activities. 
Bond premiums and di scounts are deferred and amortized over the l ife of the bonds usi ng the strai ght� i ne 
method. B onds payable are reported net of the appl i cable bond premium or di scount Debt issuance costs 
are expensed i n  year i ncurred. 

I n  the fund fi nancial statements, goverrnrental fund types recognize bond premiums and di scounts, as 
wel l as bond i ssuance costs, duri ng the current period. The face arrount of debt i ssued i s  reported as 
other fi nancial sources. Premiums received on debt i ssuance are reported as other fi nanci ng sources whi le 
di scounts on debt i ssuance reported as other fi nanci ng uses. I ssuance costs, whether or not withheld from 
the actual debt proceeds received, are reported as debt service expenditures. 

L .  B enefit P lans 

Pension E xpense 
For purposes of measuring the net pension l iabi l ity and deferred outf!cwsfi nflaws of resources related to 
pensions, and pension expense, i nformation about the fiduciary net position of the City' s Cal ifornia 
Publ i c  E mployees' Reti rement System (Cal PE RS) plans (the Plans) and additions to/deductions from the 
Plans' fiduciary net position have been determined on the same basi s as they are reported by, Cal PE RS .  
For this purpose, benefit payments ( i ncl udi ng refunds of employee contri butions) are recognized when 
due and payable i n  accordance with the benefit terms. I nvestnients are reported at fai r value. 

Other Postemployment B enefit (OPE B) Expense 
For purposes of measuri ng the net OPEB l iabi l ity,  deferred outflcws of resources and deferred i nflavvs of 
resources related to OPE B ,  and OPE B expense i nformation about the fiduciary net position of the C ity' s 
Reti ree B enefits P lan (the OPE B Plan) and additi ons to/deductions from the OPEB Plan's fiduciary net 
position have been determined on the sarrie basi s as they are reported by the OPEB Plan. For thi s  purpose, 
the OPE B Plan recognizes benefit payments when due and payable i n  accordance with the benefit terms. 
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M .  F und B alances 

I n  accordance with Government Accounti ng Standards B oard 54, F und Balance Reporti ng and 
Governrrental Fund Type Defi nitions, the C ity classifies governmental fund balances as fol lo..vs: 

Nonspendable 
Nonspensabl e fund balance i ncl udes fund balance amxmts that cannot be spent either because i t  is not i n  
spendable form or because of legal or contractual constrai nts. 

Restr icted 
Restricted fund balance i ncl udes fund balance arrounts that are constrai ned for specific  purposes which 
are exterral ly imposed by providers, such as creditors or an1CJUnts constrai necl due to constituti onal 
provisions or enabl i ng l egi slation. 

Commitec:I 
Committed fund balance i ncludes fund balance am:JUnts that are constrai ned for specific  purPJses that are 
i nternal ly imposed by the government through forrrn.1 action of the highest l evel of decision-rraking 
authority and does not l apse at year-end. Committed fund balances are imposed by the C ity Counci l ,  the 
City' s hi ghest level of deci sion-niaking authority, for specific  purposes pursuant to constrai nts imposed 
by formal action taken such as resol ution. These committed arrwnts cannot be used for any other purpose 
unl ess the C ity Counci l rerro;es or changes the specified use through the same type of forrra.1 action 
taken to establ i sh the commitrnent C ity Counci l action to commit fund balance needs to occur withi n the 
fi scal reporti ng periods; hovvever the am::>unt can be determi ned subsequently. 

Assigned 
Assigned fund balance i ncl udes fund balance arnounts that are i ntended to be used for specific purposes 
that are neither considered restricted or committed. Fund balances may be assi gned by the City Counci l 
and the C ity Manager. 

U nassi gned 
The U nassigned Fund Balance category represents fund balance which may be held for specific  types of 
uses or stabi l ization purposes, but is not yet di rected to be used for a specific  purpose. The detai l of 
amounts reported for each of the above defi ned fund balance categories i s  reported i n  the governmental 
funds balance sheet and i n  the combi ni ng nomnaj or fund balance sheets. 

F IOvV Assumption / Spendi ng Order Pol icy 
W hen expenditures are i ncurred for purposes for which both restricted and unrestricted fund balance i s  
avai lable, the C ity  considers restricted funds to be spent fi rst. W hen expenditures are i ncurred for whi ch 
committed, assigned, or unassi gned fund balances are avai lable, the City considers am:>unts to be spent 
fi rst out of committed funds, then assigned funds, and fi nal ly unassigned funds, as needed, unless the City 
Counci I has di rected otherwise. 

N .  Net Position 

I n  the government-wide fi nancial statements, net position is classified i n  the fol lcwing categories: 

Net I nvestment i n  Capital Assets 
Thi s am:i1.mt consi sts of capital assets net of accurruiated depreciation and reduced by outstandi ng debt 
that are attri buted to the acqui siti on, construction, or improvement of the assets. I n  addition, deferred 
outf!OvVs of resources and deferred i nflONs of resources that are attri butabl e to the acqui siti on, 
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construction, or improvernent of those assets or related debt al so are i ncl uded i n  the net i l1\/estment i n  
capital assets component of net position 

Restr icted Net Position 
Thi s amount i s  restricted by external creditors, grantors, contributors, or laws or regulations of other 
govemrnents. 

U nrestr i cted Net Posit ion 
Thi s arm.mt i s  al l net position that does not rneet the defi nition of " net i nvestrnent i n  capital assets" or 
" restri cted net position." 

The detai l of amJUnts reported for each of the above defi ned net position categori es is reported in the 
govermrent-wide Staternent of Net Position. 

U se of Restr icted;U nrestr icted Net Posit ion 
W hen an expense is i ncurred for purposes for whi ch both restricted and unrestricted net position are 
avai l able, the City's pc>l icy i s  to apply restricted net positi on fi rst. 

I nterfund Transactions 

I nterfund services provided and used are accounted for as revenue, expenditures or expenses, as 
appropriate. Transactions that constitute rei mburserrents to a fund for expenditures/expenses i nitial ly 
made from it that are properly appl i cabl e to another fund are recorded as expenditures/expenses i n  the 
reimbursed fund. A l l  other i nterfund transactions, except for i nterfund seivices pro.tided and used and 
reimbursements, are reported as transfers. Nonrecurring or nonrouti ne permanent transfers of equity are 
reported as residual equity transfers. A l l  other i nterfund transfers are reported as transfers. 

0. Property Taxes 

County tax assessrnents i nclude secured and unsecured property taxes and special assessments. 
"U nsecured" refers to taxes on personal property. These t.ax assessments are secured by l i ens on the 
property being taxed. 

Secured property taxes are levied on or before the fi rst day of J uly of each year. They become a l i en 
on real property on J anuary 1 proceeding the fi scal year for which taxes are levied. These taxes are 
paid i n  two equal i nstal l nients; the fi rst i s  due November 1 and i s  del i nquent with penalties after 
December 1 0; the second i s  due February 1 and del inquent with penalties after Apri l 1 0. Secured 
property taxes, which are del i nquent and unpaid as of J une 30, are declared to be tax defaulted and are 
suqject to redemption penalties, cost, and i nterest when paid. If the del i nquent taxes are not paid at 
the end of five years, the property i s  sold at publ i c  auction and the proceeds are used to pay the 
del i nquent arrounts due. A rry excess is remitted, if clai rned, to the taxpayer. Additional tax l i ens are 
created when there i s  a change i n  c:wnershi p of property or upon completion of new construction. Tax 
bi l l s  for these new tax l iens are i ssued throughout the fiscal year and contain various payrnents and 
del i nquent dates, but are general ly due withi n one year. I f  the new tax l i ens are I01Ver, the taxpayer 
receives a tax refund rather than a tax bi 1 1 .  U nsecured personal property taxes are not a I i  en against 
real property. These taxes are due onJ anuary 1 each year and are del i nquent, if unpaid, on August 3 1 . 

The County apportions secured property tax revenue i n  accordance with the alternate rrethods of 
di stri bution, the "Teeter Plan" , as descri bed by Section 471 7 of the Cal ifornia Revenue and Taxation 
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code. Therefore, the City receives 1 00  percent of the secured property tax levies to whi ch it i s  
entitl ed, whether or not col lected. U nsecured del i nquent taxes are considered ful ly col lecti ble. 

P .  B udgeta1y I nforrration 

I n  accordance with appl icable sections of the Cal ifornia Government Code and the Carmel--by--the-Sea 
Municipal Code, the City prepares and legal ly adopts an annual balanced budget on a basi s consi stent 
with accounti ng pri nci ples general ly accepted i n  the U nited States of A rnerica. Annual appropriated 
budgets are adopted for the General Fund, Special Revenue Funds, Capit_al Projects Funds and the Debt 
Service Fund. 

B udget.ary control i s  legal ly maintained at the fund level for these funds. Departn"l2nt heads submit budget 
requests to the City Admi nistrator. The City Admi ni strator prepares an esti mate of revenues and prepares 
recomrrendations for the next year' s budget The pre! i mi na1y budget miy or may not be amended by the 
City Counci l and i s  adopted by resolution by the City Counci l on or beforeJ une 30 i n  accordance with the 
truni ci pal code. 

The City Counci l may amend the budget by rrotion duri ng the fi scal year. Only the Counci l can 
authori ze transfers between funds and approve i nter-fund l oans. The City Admini strator i s  authorized to 
transfer budgeted arrounts withi n a fund wi thout formal counci l action or approval . The C ity 
Admini strator i s  authorized to i ncrease expenditures i n  relation to revenues i n  funds receivi ng assigned 
revenues without approval by the C ity Counci l .  

Expenditures rnay not legal ly exceed appropriations at the fund level , whi ch i s  the l egal l evel of control . 
Suppl emental appropriations, which i ncrease appropriati ons, may be made duri ng the fi scal year. 

A ppropriati ons, except open project appropriations, and une.xpended grant appropriations, l apse at the end 
of each fiscal yea.r. 

U nder Articl e  X 1 1 1  B of the Cal ifornia Constitution (the Gann Spending L i mitation I nitiative) , the City i s  
restri cted as to the amount of annual appropriati ons from proceeds of taxes, and i f  proceeds of taxes 
exceed al !01Ved appropriations, the excess rrust either be refunded to the State Control l er or returned to 
the taxpayers through revi sed tax rates or revi sed fee schedules, or an excess i n  one year n1ay be offset 
agai nst a deficit i n  the fol l cwi ng year. For the fi scal year ended J une 30, 201 9, based on calculati ons by 
City managernent, proceeds of taxes di d not exceed appropriati ons. 

Q. E ncu rrorances 

U nder encumbrance accounti ng, purchase orders, contract and other commitments for expenditures are 
recorded i n  order to reserve that portion of the appl i cable appropriation. E ncumbrance accounti ng is 
employed as an extension of forrnal budgetary i ntegration i n  al l funds. Al l  appropriati ons, except open 
project appropriati ons, and unexpended grant appropriations and encumbrances, l apse at year end. Val id 
outstandi ng encumbrances (those for whi ch performance under the executory contract i s  expected i n  the 
next year) are re-appropriated and become part of the subsequent year' s budget pursuant to state 
regulations. 

Page 56 



C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

R.  U nearned Revenue 

U nearned revenue ari ses when assets are received before revenue recognition criteria have been sati sfied. 
G rants and entitlements received before el igi bi l ity requi rements are met are recorded as deferred i nflavvs 
from unearned revenue. I n  the govermrental fund fi nancial statements, receivables associated with non
e.xchange transactions that wi l l  not be col lected withi n the avai labi l ity period have been recorded as 
deferred i nflOJVs from unavai lable revenue. 

S .  U se of E sti mates 

The preparation of basic  fi nancial statements i n  conformity with general ly accepted accounti ng pri nci ples 
requi res m,c11agernent to rmke esti rrates and assumptions that affect certain reported arn.:::iunts and 
di sclosures. Accordi ngly, actual results could differ from those esti mates. 

T. I mplemented New GASB P ronouncerr�nts 

GASB Statement No. 83, Certa in Asset Ret irement Ob l igations 

Thi s Staten�nt addresses accounti ng and fi nancial reporti ng for certai n asset reti rement obl i gations 
(AROs) .  An  ARO i s  a legal ly enforceable l iabi l ity associated with the reti rement of a tangible capital 
asset A government that has legal obl igations to perform future asset reti rement activities related to its 
tangible capital assets should recognize a l iabi l ity based on the guidance i n  thi s Statement. As of J une 30, 
201 9, this Sta.terrf!nt did not have an impact on the City' s fi nancial statements. 

GASB Statement No. 88, Certai n Disclosu res Related to Debt, I ncl udi ng D i rect B orrcwings and 
D i rect PI acements 

Thi s Statement addresses additional i nformation to be di sclosed i n  the notes to the fi nancial statements 
regardi ng debt, i ncludi ng unused l i nes of credit; assets pledged as col l ateral for the debt; and terms 
specifi ed i n  debt agreements related to significant events of default with fi nance--related consequences, 
significant termi nation events with finance-related consequences, and significant subjective acceleration 
clauses. A s  of j une 30, 201 9, thi s  Statement did not have a significant impact on the City' s fi nancial 
statements. 

U .  U pcoming Ne.N Accounti ng P ronouncements 

G.A.SB Statement No. 84, F iduciary Activities 

The oqjective of this Statement i s  to i mprove guidance regardi ng the i dentificati on of fiduciaiy activities 
for accounti ng and fi nancial reporting purposes and hOJV those activities should be reported. Thi s 
Statement establ i shes criteria for identifyi ng fiduciary activiti es of al l state and local governn�nts. The 
focus of the criteria general ly is on ( 1 )  whether a government i s  control ! i ng the assets of the fiduciary 
activi ty and (2) the beneficiaries with whom a fiduciary relati onshi p exists. Separate criteria are i ncl uded 
to identify fiduciary component units and postemplavment benefit arrange!'T'ents that are fiduciary 
activities. The requi re!1'1::nts of this Statern.:nt are effective for financial statements for periods beginni ng 
after December 1 5 , 201 8. E arl ier appl i cation i s  encouraged. The C ity i s  i n  the process of determi ni ng the 
impact thi s S t.atement wi 1 1  have on the fi nancial statements. 
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GASB  i ssued Statement No. 87, Leases 

The oqjective of thi s statement i s  to better meet the i nformation needs of fi nancial statement users by 
improving accounti ng and fi nancial reporti ng for leases by governments. This statement i ncreases the 
useful ness of governments' fi nancial statements by requi ri ng recognition of certain lease assets and 
l iabi l i ti es for leases that previously were classified as operati ng l eases and recognized as i nflo.ivs of 
resources or outflo.,vs of resources based on the payment provi sions of the contract. I t  establ i shes a si ngl e 
rrodel for lease accounti ng based on the foundational pri nci pl e that l eases are fi nanci ngs of the right to 
use an underlyi ng asset U nder thi s statement, a lessee is requi red to recognize a lease l iabi l ity and an 
i ntangible right-to-use lease asset, and a lessor is requi red to recognize a lease receivable and a deferred 
i nflavv of resources, thereby enhanci ng the relevance and consi stency of i nformation about governments' 
leasi ng activiti es. The requi rements of thi s Statement are effective for fi nancial statements for periods 
begi nni ng after December 1 5, 201 9. Earl ier appl ication i s  encouraged. The City is i n  the process of 
determini ng the impact thi s Statement wi 1 1  have on the fi nancial staternents. 

GASB  Statement No. 89, Accounti ng for ! nterest Cost I ncurred Before the E nd of the Construction 
Period 

Thi s Statement addresses i nterest costs i ncurred before the end of a construction period be recognized as 
an expense i n  the period i n  which the cost i s  i ncurred for fi nancial statements prepared usi ng the 
economic resources measurement focus. A s  a result, i nterest cost i ncurred before the end of a construction 
period wi l l  not be i ncluded i n  the hi storical cost of a capital asset reported i n  a busi ness-type activ ity or 
enterpri se fund. The requi rements of thi s  Statement are effective for fi nanci al statements for periods 
begi nni ng after December 1 5, 201 9. Earl ier appl ication i s  encouraged. The City doesn't !Jel ieve thi s 
statement wi 1 1  have a significant impact on the City' s fi nancial statements. 

GASB Statement No. 90, M ajority Equity I nterests -an Amendment of GASB Staterrents No. 1 4  and 
No. 61 

The objectives of thi s Statement are to improve the consistency and comparabi l ity of reporti ng a 
governrnent' s majority equity i nterest i n  a legal ly separate organization and to improve the relevance of 
fi nancial statement i nfonration for certai n component units. Thi s Statement al so requi res that a 
component unit i n  which a government has 1 00  percent equity i nterest account for its assets, deferred 
outflONs of resources, l iabi l iti es, and deferred i nflONs of resources at acqui sition val ue at the date the 
government acqui red a 1 00  percent equity i nterest i n  the component unit The requi rements of thi s  
Statement are effective for fi nanci al statements for periods beginni ng after December 1 5, 201 8. The 
requi rements should be appl i ed retroactively, except for the provi sions related to ( 1) reporti ng a majority 
equity i nterest in a component unit and ( 2) reporti ng a component unit if the government acqui res a 1 00  
percent equity i nterest. Those pr0visions shoul d be appl ied on a prospective basi s. The C ity doesn't  
bel i eve thi s statement wi l l  have a significant impact on the City' s fi nancial statements. 

GASB Statement No. 91 , Condu it  Debt Obl igations 

The oqjectives of thi s Statement are to provide a si ngle method of reporti ng conduit debt obl igati ons by 
issuers and el imi nate diversity i n  practice associated with ( 1 )  commitments extended by i ssuers, (2) 
arrangements associated with conduit debt obl igati ons, and ( 3) related note disclosures. Thi s Statement 
al so clarifies the exi sti ng defi nition of a conduit debt obl igation; establ ishi ng that a conduit debt 
obl igation is not a l i abi l ity of the i ssuer; establ ishi ng standards for accounti ng and fi nancial reporti ng of 
additional commitment and vol untary corrmitments extended by i ssuers and arrangernents associated 
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with the debt obl igations; and improving requi red note di sclosures. The requi rements of thi s Staternent 
are effective for financial statements for periods begi nni ng after December ·1 s, 2020. Earl ier appl i cation i s  
encouraged. The C ity  i s  i n  the process of determini ng the i mpa.ct thi s Statement wi l l  have on the financial 
statements. 

NOTE 2 -CASH AND  I NV E STM E NTS 

As of J une 30, 201 9, cash and i nvestments were reported i n  the fi nancial statements as fol !OJVs: 

Pooled cash and investments 
Cash with fiscal a�nt 

Total c.ash and investments -fund staternents 
Cash and investrrents -a�ncy funds 

Total c.ash and investments 

The fol io..vi ng summarized cash and i nvestments by type: 

Cash on hand 
Demmd Deposits 
I nvestrn:nts 

Total cash and investments 

$ 1 4,655, 1 65 

---------·-- 402, 335 __ _ 
1 5,057, 500 

286,807 
-$--1 �44,307-

$ 1 , 545 
7,991 ,028 

__ _L351 , 73_1_ 
$ 1 5,344, 307 

The City fo! IONs the practice of pool i ng cash and i nvestments of al l funds except for funds requi red to 
be held by fi scal agents under provisions of bond i ndentures. I nterest i ncome earned on pooled cash 
and i nvestments i s  al located rnonthiy to the various funds based on monthly cash and i nvestment 
balances. I nterest i ncome from cash and i nvestments with fiscal agents i s  credited di rectly to the 
related fund. 

A. Cash Deposits 

The Cal i fornia Government Code requi res Cal ifornia banks and savi ngs and loan associations to secure 
the City's cash deposits by pledgi ng securiti es as col l ateral . Thi s Code states that col lateral pl edged i n  
thi s manner shal l have the effect of perfecti ng a security i nterest, and places the C ity ahead of general 
creditors of the i nstitution. 

The market val ue of pl edged securities m...1st equal at least 1 1 0 percent of the City's cash deposits. 
Cal ifornia law also al lo..vs i nstitutions to secure City deposits by pledgi ng fi rst trust deed 1110rtgage notes 
that have a val ue of 1 50 percent of the C ity's total cash deposits. The City has waived the col l ateral 
requi rements for cash deposits which are ful ly i nsured to $250,000 by the Federal Deposit I nsurance 
Corporation (FD IC) .  

The bank balances before reconci l i ng items totaled $8, 1 47,203 at J une 30, 201 9 and were different from 
carryi ng amounts due to deposits i n  transit and outstandi ng checks. The anumt uni nsured was 
$7,897,203 which was col l ateral ized by securiti es held by pledgi ng fi nancial i nstitutions. 
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B .  F ai r  Val ue Measurerrents 

GASB 72 establ i shed a hierarchy of i nputs to the val uation techniques above. Thi s hierarchy has three 
levels: 

• Level 1 i nputs are quoted prices i n  active rriarkets for i dentical assets or l i abi l i ti es. 
• Level 2 i nputs are quoted market prices for si mi l ar assets or l iabi l i ti es, quoted prices for i dentical 

or simi l ar assets or l iabi l i ties i n  markets that are not active, or other than quoted prices that are 
not observable 

• Level 3 i nputs are unobservable i nputs, such as a property val uation or an appraisal . 

C .  I nvestment Pol icies 

C ity i nvestment Pol i cy 
The table below identifies the i nvestment types that are authorized for the C ity by the Cal ifornia 
Government Code (or the City' s i nvestment pol icy, where more restrictive) . The table al so identifies 
certai n provi sions of the Cal ifornia Govemrnent Code (or the City' s i nvestment pol i cy, where ITDre 
restri ctive) that address i nterest rate ri sk, credit ri sk, and concentration of credit ri sk. This tabl e does not 
address i nvestments of debt proceeds held by oond trustees that are governed by the provi sions of bond 
i ndentures of the City, rather than the general provisions of the Cal ifornia G overnrnent Cooe or the City' s 
i nvestrnent pol icy. 

Maximum Maximum 
Maximum Percentage I nvestrrent in 

Authorized ! nvestrrent Type Maturity of Portfolio One I ssuer 

United States (U .S . )  Treasury I ssues 5 years None None 
U.S .  Governrrent Agency Securities 5 years SCP/o 50'/o 
California St.ate and Local Bonds, Notes, & Warrants None None None 
Bankers Acceptance 1 80  days 40% 3030 
Cornrercial Paper 270 days 1 5% 1 CP/o 
Medium Term Coq:orate Notes 5 years 30'/o 30'/o 
Negotiable Certificates of Def'.X)sit 5 years 30'/o 30'/o 
Repurchase Agreements 92 days None None 
PassbJok Savings;Money Market None 20:/o 1 Q?,6 
Local Agency I nvestrrent Fund (LAI F) N/A None None 
Federal I nstrumentalities None None None 
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Author ized I nvestments ·- Debt Agreements 
I rrvestrrents held by bond fi scal agents (trustees) are governed by the prcwisions of the underlyi ng 
i ndenture agreernents rather than the general provi sions of the City' s i nvestment pol icy  or Cal ifornia 
Government Code. The i ndenture agreements identify the foi lONing permitted i nvestments: 

Maximum Maximum 
Maximum Percentage I nvestrnent in 

Authorized I nvestrnent Type Maturity of Portfolio One I ssuer 

United States (U .S .) Treasury I ssues None None None 
U.S .  Governm:nt Agency Securities None None None 
Banker's Acceptance 360 days None None 
Corrmercial Paper 270 days None None 
Money Market Funds None None None 
I nvestment Agreements None None None 
Local Agency Bonds None None None 
Medium Term Notes None None None 
Negotiable Certificate of Deposits None None None 
Local Agency I ll\festrnent Fund (LA! F) N/A None None 

D. Externai I nvestrnent Pool 

The City's i nvestrrents with LAI F at J une 30, 201 9, i ncl ude a portion of the pool funds i nvested i n  
Structured Notes and Asset-B acked Securities. These i nvestments i ncl ude the fol la-ving: 

Structured Notes 
These are debt securities (other than asset-backed securities) whose c.ash flON characteristics (coupon 
rate, redemption arm.mt, or stated maturity) depend upon one or rrore i ndi ces and/or that have embedded 
forwards or options. 

Asset-Backed Secu r it ies 
The bulk  of asset-hacked securities are rrortgage-backed securiti es, entitle thei r purchasers to receive a 
share of the cash fl ovvs from a pool of assets such as pri ncipal and i nterest repayments from a pool of 
rnortgages ( such as CM O's) or credit card receivables. 

LA I F i s  overseen by the Local Agency I nvestment Advisoiy Board, whi ch consi sts of five members, i n  
accordance with St.ate statute. The approved i nvestments pol i cy  i s  l isted on the LAI F website, located at 
http: / f,lvww.treasurer.ca.gav /pmia-l aif /. 

D.  R i sk Disclosures 

I nterest Rate R i sk 
i nterest rate ri sk i s  the ri sk that changes i n  rmrket i nterest rates wi ! I adversely affect the fai r val ue of an 
i nvestment. General ly, the longer the term of an i nvestment' s maturity, the greater the sensitiv ity to 
changes i n  market i nterest rates. I t  is the City' s practice to manage its exposure to i nterest rate ri sk i s  by 
purchasi ng a combination of shorter and I anger term i nvestments and by ti mi ng cash fl ovvs from 
maturities so that a portion of the portfol io i s  maturi ng or coming dose to maturity evenly aver ti me as 
necessaiy to prcwide the cash flOJV and l iquidity needed for City' s operations. 
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C redit  R i sk 
General ly, credit ri sk i s  the risk that an i ssuer of an i nvestment wi l l  not fulfi l l  its obl igation to the holder of an 
i nvestment. Thi s i s  rreasured by the assi gnn1ent of a rati ng by a nati onal ly recognized stltistical rati ng 
organization, Standards and Poor. As of J une 30, 201 9, the City' s i nvestments were i n  compl i ance with the 
rati ngs requi red by the City' s i nvestment pol icy, i ndenture agreements and Government Code. 

Concentrations of C redit  R i sk 
The i nvestment pol icy of the City contains no ! imitations on the am:xmt that can be i nvested i n  any one issuer 
beyond that stipulated by the Cal ifornia Government Code. As of J une 30, 201 9, the City had no i nvestments i n  
any one issuer (other than external i nvestment pools which are exempt) that represented 5% or more of the total 
City investments. 

Custod ia l  C redit  R i sk 
For an i nvestment, custodial credit ri sk i s  the ri sk that, i n  the event of the fai lure of the counterparty, the City 
wi l l  not be able to recover the val ue of its i nvestments or col lateral securities that are i n  the possession of an 
outside party. The Cal ifornia G overnn1ent Code and the City's i nvestrnent pol icy do not contain legal or pol i cy 
requi rements that would l i mit  the exposure to custodial credit ri sk for i nvestments. W ith respect to investnients, 
custodial credit risk general ly appl i es only to di rect i nvestn,ents i n  rnarketabie securi ties. Custoclial credit risk 
does not apply to a local government's i ndi rect i nvestment i n  securities through the use of rrutual funds or 
government i nvestment pools (such as LA I F) . 

As of J une 30, 201 9, the City' s investnients had the fol !ONing rnaturities and rati ngs: 

Fair Value 
l 2 M onths or 1 3  to 24 25 to 36 More than 60 I nput 

I nvestrr"Ent Type ____ ____ L�ss ____ --- �  on>.):!�-- --�_sint� -- __ M2nth� --- ___ Io�--- ___ Rating __ _ _!:�vel�_ 

LAI F (state p:)01) 
M oney market funds 
Bonds 
Certificate of der:osits 

Total I nvestments 

$ $ 4, 755,275 $ $ $ 4, 755,275 
I ,  1 71 ,  956 1 ,  1 71 ,  956 

249,55 1 249,551 
--·-·-- --·-·-- .. 749,698 .. --·-·-- --· 749,698 

$ 1 , 1 71 ,956 $ 4,755,275 $ 749, 698 $ 249,551 $ 6,926,480 

NOTE 3 --ACCOU NTS R E C E I VA B L E  

The fol !OJVi ng summarizes accounts receivable as of J une 30, 2f fi 9: 

Annulance 
Holstery Tax 
M easure D 
Sales and U se Tax 
Accruais 

Total Accounts Receivable 
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NOTE 4 -- I NTE R F U ND TRANSACTI ONS 

A. ! nter-fund Receivables and Payables 
Annmts due to or due from other funds reflect i nter-fund balances for services rendered or short-term loans 
expected to be repaid i n  the next fi scal year. Advances to or from other funds are long-term loans between 
funds that are to be repaid i n  thei r enti rety over several years. As of J une 30, 201 9, i nter-fund receivables 
and payables consi steel of the fol I cwi ng: 

Fund 
General Fund 
M easure D Sales Tax Fund 
Nonmajor Funds 

Total Due from1to 

Transfers I n10ut 

Due from 
Other Funds 

$ 434,71 1 

$ 434,71 1 

Due to 
Other Funds 

$ 
345,628 
89,083 

$ 434,71 1 

W ith Counci I appratal , resources 1ray be transferred from one fund to another. Transfers may be made to 
pay for capital projects or capital outlays, lease or debt service payments, operati ng expenses, and to 
fi nance various programs accounted for i n  other funds i n  accordance with budgetary authorizations. The 
fol I cwi ng summarizes transfers between funds duri ng the fi seal year ended J une 30, 201 9: 

Fund 
General Fund 
M easure D Sales Tax Fund 
Capital Prqjects Fund 
I ntemal Service Funds 
Nonmajor Funds 

Total Transfers 

Transfer in  
$ 855,660 

2,487,954 
1 00,0(X) 

Transfer out 
$ 1 ,  1 1 1 ,477 

3, 1 04,753 

1 ,237,980 465,364 
_1._ 4,681 ,594 . �- 4,681 , 594 

Duri ng the year, the C ity opened and dosed various funds. I n  the process, resi dual equity transfers were 
made which i s  a transfer of fund balance. Governmental accounti ng standards requi re that residual equity 
transfers be treated as operati ng transfers. The fol lovving residual equity transfers were i ncl uded i n  the 
transfers-i n and transfers-out noted abo.Je. 
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NOTE 5 --CAP ITA L  ASSETS 

Capital assets for governmental activities consi sted of the fo! IONi ng as of J une 30, 201 9: 

G overnmental Activities 
Non-depreciable: 

Land 
Construction in Progress 

Total Non-Depreciable 
Depreciable: 

B uildings and improvernents 
I nfrastructure 
Vehicles 
T echnolog{ jHardvvare and Software 
Machinery and equipment 

Total Depreciable 
L ess Accumulated Depreciation for: 

B uildings and improverrents 
I nfrastructure 
Vehicles 
Technology/Hardware and Software 
Machinery and equiprrent 

Total Accumulated Depreciation 
Total Depreciable Capital Assets - Net 

Total Governmental Capital Assets 

Balance 
J uly 01 , 201 8 Additions 

Adj ustn""Ents/ 
Deletions 

B alance 
J une 30, 201 9 

$ 5, 1 01 ,641 $ $ $ 5, 1 01 ,641 
---- 1 ,799,679 --- 3,357,471 ____ (4,536,065) ----- 621 ,085 
---- 6,9J1 ,320 ____ 3,357,471 --- (4, 536,065) _____ 5,722,726 

25, 508,680 1 62,692 1 1 5, 1 38 25, 786, 51 0 
2 1 ,595,601 4,371 ,671 (3 1 ,25 1 )  25,936,02 1 
2,743,943 80,884 6 1 2  2,825,439 

559,838 42, 787 602,625 
-- 2,71 0,894 -- 1 68,960 -- ( 1 41 ,482) -- 2,738,372 
-- 53, 1 1 8,956 __ 4,826,994 -- (56,983) __ 57,888,967 _ 

(9,262,308) (601 ,92 1 )  (2 1 1 ,099) ( 1 0,075,328) 
(4,493,362) ( 1 ,058, 5 1 1 )  ( 1 96,867) ( 5, 748, 740) 
(2,579,852) ( 1 50,347) 97,940 (2,632,259) 

( 1 40, 1 63) ( 1 1 6,246) 1 ,643 (254,766) 
------ (2,590,760) ------- ( 1 2 1 ,601 ) ________ 345,375 ______ (2, 366,986)_ 

( 1 9,066,445) (2,048,626) 36,992 (2 1 ,078,079) 
________ 34,052, 51 1 __________ 2, 778,368 ____________ ( 1 9,991 )  ________ 36,81 0,888 _ 

$ 40,953,831 $ 6, 1 35,839 $ (4, 556,056) $ 42, 533,61 4 

I nternal Se1vice F unds (I nlcuded with Governmental Activities) 
Buildings and improvements $ $ 1 2,750 $ $ 1 2,750 
Technology/Hardvvare and Software 
Vehicle, M achinery and Equipment 
Accumulated Depreciation 

Total I nternal Service Funds -Net 

559,838 28,335 588, 1 73 
566,809 237,85 1 ( 56,894) 747, 766 

________ ( 375,091 ) -------(244, 575) --------- 5 1 , 1 26 --------( 568, 540) 
$ 75 1 , 556 $ 34, 361 $ ( 5,768) $ 780, 1 49 

Depreciation expense was al located to the fol lOJ11i ng governmental activities: 

General G overnment 
Community P lanning and B uilding 
Public Safety 
Public Works 
L ibrary 
Community Activities 
Total depreciation expense 
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$ 1 36,01 S 
1 ,445 

1 70,468 
1 ,090, 570 

557,71 2 
92 ,41 6 

_ _$ ______ 2,048,626 _ 
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NOTE 6 --NONCU R R E  NT L I A B I L I T I E S  

The C ity's noncurrent l iabi l i ties consi sted of the fol lOJVi ng as of J une 30, 201 9: 

Due 
Beginning Ending Within One 

f\Joncurrent L iabi l ities B alance Additions Deletions Balance Y ear 
------------------------------------------------------------------

S unset Center COP $ 5, 530,000 $ $ 3 1 5,0CX) $ 5,21 5,0CX) $ 325,COJ 
Countyvvide Radio P rqject (Direct) 207,281 20, 770 1 86, 5 1 1 2 1 ,460 
Pension Obligation Bonds 3,220,000 61 5,000 2,605,0CX) 625,000 
Com�nsated Absences 580, 1 46 868,861 61 7,428 831 , 579 551 , 1 90 
Net Pension L iabi lity 1 9,908,483 1 0, 226,628 1 0,2 1 4, 543 1 9,920,568 
Claims L iabi lity 575,000 65,021 65,021 575,000 57, 500 
Net OP E B  L iabil ity __ 3,650,439 __ 534,281 _ 1 62, 782 _ 4,021 ,938 ____ _ 

Total Noncurrent L iabilities ==$ }3,671 , 349 $ n ,694, 791 = $ 1 2,01 0, s44_ $_ 33,35s. s96 ·· $ = 1 . s80, 1 5o= 

Certificates of Partici pation -Sunset Center COP  
I n  201 0, the Carrnel Publ i c  i mpravernent Authority, a component unit of the City, refunded previously i ssued 
Ce1tificates of Parti cipation i n  the an1ount of $7,485,000, bearing an average i nterest rate of 4.73% , secured by 
general revenues of the City, and matures i n  October 203L The ori gi nal proceeds were used to rernodel the 
Sunset Cultural Center property. I nterest i s  payabl e semi -annual ly on October 1 st and Apri l 1 st with pri nci pal 
payments due each October 1 st. 

The annual debt service requi rernents were as fol I ONs: 

F iscal Year E rdi ngJ ure 30: 
2020 
2021 
2022 
2023 
2024 
2025-2029 
2030..:2033 

Total 

Pri nci p:tl I nterest Total 
$ 325,000 $ 1 81 ,563 $ 506,563 

335,000 1 71 ,663 506,663 
345,000 1 61 ,463 506,463 
355,000 1 50,963 505,963 
370,000 1 39,857 509,857 

2,060,000 463,800 2,523,800 
·1 ,42s.ooo 1 1 5,000 1 ,540,000 

--------- ---------- ----------

$ 5,21 5,000 $ 1 ,384,309 $ 6,599,309 
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Countywide Radio P rqj ect 
I n  2009, the C ity entered i nto a partici pation agreement with Monterey County to provide fundi ng related 
to the "Next Generation Radio Project," a Federal Comrnmications Commissi on rra.ndated alterati on of 
publ i c  safety and l ocal government radio systems. E sti rrated payrrents wi l l  change should i ndivi dual 
local juri sdi ctions el ect out of the project. 

The annual debt service requi rements were as fol I O.Ns: 

Fi scal Year E ndi ngJ une 30: Pri nci r-el I nterest Total 

2020 $ 21 ,460 $ 8,204 $ 29,664 
2021 22,308 7,356 29,664 
2022 23,1 89 6,475 29,664 
2023 24,l 05 5,559 29,664 
2024 25,057 4,607 29,664 
2025-2029 70,392 7,724 78,1 1 6  

Tot.al $ 1 86,5 1 1 $ 39,925 $ 226,436 

Pension Ob l igation B ond 
On November 29, 201 2, the City i ssued $6,280,CXX) in 201 2 Taxable Pension Obl igation Bonds, the 
purj.X)Se of which was to fund certai n PERS side fund obl igations. The bonds bear an i nterest rate of 
0.55% to 3. 1% and mature onJ une 1 ,  2023. 

The annual debt service requi rements were as fol I Olvs: 

Fiscal Year ErdingJ ure 30: 
2020 
2021 
2022 
2023 

Total 

Compensated Absences 

$ 
Principal I nterest Tc.ta! 

625,COO $ 73,01 0 $ 698,01 0 
640,cro 57,698 697,fF.18 
EBJ,COO 40,428 700,428 
680,COO 21 ,080 701 ,080 

$ 2,ffiS,Cffi $ 1 92,2 16  $ 2,797,21 6 ----- ----- -----

The City records employee absences, such as vacation, i l l ness, and hol idays, for which it is expected that 
employees wi l l  be paid as compensated absences. 

Net Pension L iabi l ity 
I n  accordance with GASB Statement No. 68, the City has recorded its net pension l iabi l ity of Cal PE RS 
benefits for reti rees. See Note 8 for further di scussion on the net pension l iabi l ity. 

C la ims L iabi l ity 
The City has recorded a l iabi l ity for potential clai ms i n  excess of am:iunts cO'v'ered by the i nsurance pcol . 
See Note 7 for further di scussion on the C ity' s ri sk management activities. 
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Net OP E B L iabi l i ty 
A net OPE B obl igati on is the currulative differences betvveen annual OPEB cost and an employer' s 
contri butions to a plan. See Note 9 for further di scussion on OPE B .  

NOTE 7 - R ! SK M A NAG E M E NT 

The City of Carmel --by--the--Sea (City) i s  a member of CSAC-E IA (Cal ifornia State Association of 
Counties Excess I nsurance Authority) whi ch i s  a shared ri sk pciol . CSAC-f IA covers clai ms for City for 
both Workers Compensation and General L iabi l ity. The City' s L iabi l ity S I R i s  pre--funded through 
CSAC-f IA for 8 quarters of p:i.yments rrade on behalf of C i ty. Currently, the S I R fund for the C ity with 
CSAC-E I A  i s  maintained at $8, 1 83. I f  the pre-funded S I R mlance drops belcw thi s aITDUnt, the City i s  
bi l led by CSAC-EIA to repl enish the fund to the $8, 1 83 level . The C ity does not rrake daim payments, 
they are al I i ssued by the city's thi rd-party admini strator from a CSA-£ I A account. 

The City has two layers of L iabi l ity coverage through CSAC-EI A  and under the fi rst layer, the Pri maty 
General L i abi l ity layer, there i s  an S I R (Self I nsured Retention) of $ 1 0,000 per clai m. Thereafter, the 
next layer of coverage kicks i n  (General L iabi l ity l program) which carries an S I R of $ 100,000 which i s  
satisfied by exhausti ng the coverage l i mi t  of $ 100,000 under the Pri rrary L iabi l ity program. The 
rraxi rrum l i mi t  of coverage under the pri mary General L iabi l ity 1 program is $25 mi l l i on. The City 
retains the ri sk of loss above $25 mi l l ion. 

For Workers Compensation, the City is a member of both the CSAC-£1  Primary Workers Compensation 
program and then, the CSAC-E IA  Excess Workers Compensation program. The Primary Workers 
compensation program provides dol lar 1 coverage to the C ity for Workers Compensation claims. I n  
other words, City has no deducti bl e or S I R .  Thi s layer of Workers Compensation coverage carri es a 
rnaxirrum l i mit o $ 1 25,0ClO per occurrence. Thereafter, CSAC E !A's excess coverage steps i n  and the 
S I R (Self I nsured Retention) i s  $ 1 25,000 which agai n, i s  sati sfied by exhausti ng the l imits of coverage 
under the Pri rrary Workers Compensation program. The upper l i mit of coverage under the Excess 
Workers Compensation program i s  " statutory" . W hat thi s  means i s  that regard I ess of the total cost of the 
clai m, it i s  covered under the CSAC-E !A Excess Workers Compens.:'1tion program. There i s  absol utely no 
rronetary exposure to the C ity under these tvvo Workers Compensation programs except for the premium 
costs to purchase thi s  coverage. The City has had no settl ements which exceeded i nsurance coverage i n  
the l ast three fiscal years and no signi fi cant changes or reductions i n  i nsurance coverage duri ng the 
current year. 

The fol I o,vi ng summarizes the change i n  the estimated I iabi I ity over the last two fi seal years: 

B egi nni ng of year 
I ncrease (decrease) i n  current year clai ms  
Changes i n  estimates 
Clai ms  paid 
E ndi ng balance 
Current IX)rtion 
Non-current ix>rti on 
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Y ear Ended 
J une 30, 201 9 

$ 575,000 

65,021 

(42,789) 
(22,232) 

575,000 

(57,500) 

$ 51 7,500 

Year E nded 
J une 30, 201 8 

$ 460,000 

1 47,052 

(32,052) 

575,000 

( 57,500) 

$ Si 7,500 
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NOTE 8 -- R ETI R E M E NT PLANS 

General I nforrn'ltion about the Pension P lans 

P lan Descr i pt ion 
A i l  qual ified permment and probationary employees are el i gi bl e  to participate i n  the City' s 
M i scel laneous and Safety Employee Pension Plans (the Plans) ; cost-shari ng rrulti pl e  employer defi ned 
benefit pension plans admi ni stered by the Cal ifornia Publ i c  Employees' Reti rement System (Cal PE RS) . 
Benefit provi sions under the Plans are esta.bl i shed by Sta.te sta.tute and C ity resol ution. Cal PERS i ssues 
publ i cly avai lable reports that i ncl ude a ful l descri ption of the pension plans regardi ng benefit provisions, 
assumptions and membershi p i nforrmtion that can be found on the Cal PE RS website. 

Benefits P ravided 
CalPERS provides seNice reti rement and di sabi l ity benefits, annual cost of l iv ing adj ustrnents and death 
benefits to plan members, who m..ist be publ ic employees and beneficiaries. B enefits are based on years 
of credited service, equal to one year of ful l -tim.: employment. The cost of l ivi ng adj ustm:nts for the 
Plans are appl ied as specifi ed by the Publ i c  Employees' Reti rement Lavv. The Plans' provi sions and 
benefits i n  effect atJ une 30, 201 9, are summarized as fo! laNs: 

H i re date 
B enefit formula 
B enefit vesti ng schedule 
B enefit pay�nts 
Reti rem.:nt age 
Monthly benefits as a% of el igible  comj'.Ensation 
Requi red employee contri bution rates 
Requi red employer contri bution rates 
Contractual employee contri bution rates 
Contractual empl ayer contri bution rates 

H i re date 
B enefit formula 
B enefit vesti ng schedule 
B enefit payments 
Reti rerrent age 
Monthly benefits as a% of el igible  compensation 
Requi red employee contri bution rates 
Requi red employer contri bution rates 
Contractual employee contri bution rates 
Contractual empl ayer contri bution rates 

M i scel I aneous -����������������-
Tier 1 lier 2 PEPRA 

--------------------------- ----------------------------- -----------------------------

< 4/1 5;20 1 2 >=4/1 5;20 1 2  >= 1 /1 /201 3  
ZJ6 @ 5 5 2% @ 60 2% @ 62 
5 Years 5 Years S Years 

M onthly for L i fe M onthly for L i fe Monthly for L i fe 
5 5  60 62 

2.a'h to 2.5% 2.00}6 2.Q(Yl,;6 
6.902% 6.9 1 2% 6.25096 
9AQg1,;6 7.634% 6.842% 
9.902% 9.9 1 2% 9.25(1',;6 
6.409% 4.634% 3.842% 

________________ Safety ______________ _ 
·ner l Tier 2 PEPRA -����� ------------�����-

< 4/1 5/201 2 >= 4/1 5/20 1 2  >= 1 / 1  ;201 3  
3% @ SO 2% @ 50 2.7-'h @ 57 
5 Years 5 Years 5 Years 

M onthly for L i fe M onthly for L i fe Monthly for L i fe 
50 50 57 

2.Q(Yl,;6 2.0a'h 2.0CJ',;6 
8.989% 8.936% 1 2.00(1',;6 

20.556% 1 5 . 7 19% 1 2. 1 4 1% 
1 l .98g1,;6 1 1  .936% 1 5.00CJ>,;6 
1 7.556% 1 2. 7 1g1,;6 9. 1 4 1 %  
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E mp! ayees C aver ed 
AtJ une 30, 201 9, the fol lcwing employees were cavered by the benefit terms for the Plans: 

M i scel laneous Safety 
Active 53 1 9  
Transferred 1 7  1 9  
Sei:arated 33 1 1  

Reti red 1 04  5 1  

Total 207 1 00 

Contr i butions 
Section 2081 4(c) of the Cal ifornia Publ i c  Employees' Reti re!T'Ent Law requi res that the employer 
contri bution rates for al l publ i c  employers be determined on an annual basi s by the actuaiy and shal l be 
effective on the J uly 1 fol lavving notice of a change i n  the rate. Fundi ng contri butions for the Plans are 
determined annual ly on an actuarial basis as of J une 30 by Cal PE RS . The actuarial ly determined rates 
are the esti mated arrount necessa1y to fi nance the costs of benefits earned by employees duri ng the year, 
with an additional amount to fi nance any unfunded accrued l i abi l ity. The City i s  requi red to contribute 
the difference betvveen the actuarial ly determined rate and the contri bution rate of employees. 

For the year endedJ une 30, 20'! 9, the fol lo.ivi ng contributions were 1Tade: 

M i see! I aneous 
Safety 

Total 

$ 

$ 

741 , 1 67 
825, 1 52 

1 , 566,3 1 9 

Pension L iabi l i ties, Pension E xpenses and Deferred Outflows;1 nflc:ws of Resou rces Related to 
Pensions 

As of J une 30, 201 9, the City reported net pension I i  abi I i  ti es for its proportionate shares of the net pension 
I i  abi I i  ty as fol I a,vs: 

M iscel laneous 
Safety 
Total 

P roportionate S hare of 
Net Pension 

L iabi l i ty 1{Asset) 
$ 10,060, 5% 

9,859,972 
---------------------------------

$ 1 9, 920, 568 

The City' s net pension l i abi l ity  for the Plans i s  rre.asured as the proportionate share of the net pension 
l i abi l ity.  The net pension l i abi l ity of the Plans are measured as of J une 30, 201 8, and the total pension 
l i abi l ity for the Plans used to calculate the net pension l i abi l ity was determined by an actuarial val uation 
as of J une 30, 201 7 rol led forward to J une 30, 201 8 usi ng standard u�ate procedures. The City' s 
proportion of the net pension l i abi l ity was based on a projection of the City' s l ong-term share of 
contri butions to the pension plans rel ative to the prqjected contributions of a! I parti ci pati ng employers, 
actuarial ly determi ned. 
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The City' s proportionate share of the net pension l iabi l ity for the Plans as of J une 30, 201 8 and 201 8 was 
as fol larvs: 

__ Co_mb!n�_!:_lan� _ ____ Safety ___ -� i �cel!an�ou_s _  
P roportion --J une 30, 201 8 0.20075% 0. 1 6263°;6 0.25853% 
P mportion --J une 30, 201 9 
Chang: - I ncrease/(Decrease) 

0.20672% 0. 1 6804% 0.26695% -�����- -����� -����-
0.00598Yo 0.0054z:1,6 0.00842')1; 

For the year ended J une 30, 201 9, the City recognized pension expense of $2,089, 536. AtJ une 30, 201 9, 
the City reported deferred outflONs of resources and deferred i nflcws of resources related to pensions 
from the fol I arvi ng sources: 

M iscel laneous P lan 
Chang::s of Assumptions 
Differences betvveen Expected and Actual E xperience 
Differences between Projected and Actual I nvestrrent Earnings 
Differences between E mployer's Contributions and P roportionate 
Share of Contributions 
Cha� in E mployer's P roportion 
Pension Contributions Made S ubsequent to Me.asure11'112nt Date 
Total 

Safety P lan 
Chan9=s of Assumptions 
Differences betvveen Expected and Actual Experience 
Differences betvveen Projected and Actual I nvestrnent Earnings 
Differences betvveen E mployer's Contributions and P ropJrtionate 
Share of Contributions 
Char19= in E m[)oyer's Proportion 
Pension Contributions Made S ubsequent to Measurem:nt Date 
Total 

M i scel laneous and Safety P lan 
Cha�s of Assumptions 
Differences bet\veen E :,q:ected and Actual E xr-erience 
Differences between P rojai:ed and Actual I nvestrrent Earnings 
Differences betvveen E mployer's Contributions and P rop:,rtionate 
S hare of Contributions 
Chan9= in E mpioyer's P rop:>rtion 
Pension Contributions Made S ubsequent to M easurement Date 
Total 
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Deferred Deferred 
Outflows of I nflows of 
Resources Resources 

$ 1 ,  1 46,938 $ 281 ,092 
386,007 1 31 , 356 
49, 737 

798, 738 
1 94,356 76,053 
741 , 1 67 

--------------------- -------------------

$ 2, 51 8, 205 $ 1 , 287,239 

Deferred Deferred 
Outflows of I nflovvs of 
Resources Resources 

$ 967,435 $ 1 30,524 
21 1 , 858 804 

66, 757 

389,039 
21 4,084 1 05,638 
825, l 52 

$ 2,285,285 $ 626,005 

Deferred Deferred 
Outflovvs of I nflovvs of 
Resources Resources 

$ 2, 1 1 4,373 $ 41 1 ,61 7 
597, 865 1 32, 1 60 
1 1 6,494 

1 ,  1 87, 777 
408,440 1 81 ,691 

1 , 566, 3 1 9  ---------- ----------
$ 4, 803,491 $ 1 ,91 3, 245 
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The C ity reported $1 , 566,31 9 as deferred outflONs of resources related to contri butions subsequent to the 
mea.surem=nt date that wi l i  be recognized as a reduction of the net pension l i abi l ity  i n  the year endedJ une 
30, 2020. 

Other amounts reported as deferred outflONs of resoorces and deferred i nflal\fs of resources related to 
pensions wi 1 1  be recognized as pension expense as fol lONs: 

Deferred Outflovvs{! nflows) of 
F i scal Year Resources 

_ EndingJ  une 30: __ __ M iscel laneous _ ____ Safety _____ ______ I��L ___ _ 
2020 $ 671 , 263 $ 773,3 1 2  $ 1 ,444, 575 
202 1 302, 386 41 7, 323 719,7 10  
2022 (393, 361 )  (288, 2 1 2) (681 , 573) 
2023 (90,489) (68, 295) ( 1 58, 784) 
2024 
Thereafter 
Total $ 489, 799 $ 834, 128 $ 1 ,  323, 928 

Actuar ial Assumptions 
The total pension l iabi l iti es in theJ une 30, 201 7 actuarial val uations were determined usi ng the fol lcwing 
actuarial assumptions: 

Discount Rate 

Valuation Date 
M ea,;ure!l'P-nt Date 
Actuarial Cost Method 

Actuarial Assu111Jtions: 
Discount Rate 
I nflation 
Payroll G mNth 
Projected Salary I ncrease 
! nvestITEnt Rate of Return 
Mortal ity 

( 1) Varies by age and service 

J une 30, 201 7 
J une 30, 201 8 

E ntry-A92 
Norrnal Cost 

M ethod 

7. 1 5% 
2. SCP/o 
2. 75% 

( 1 ) 
7. 1 5% (2) 

( 3) 

(2) Net of pension plan investrrent expenses, including inflation 
(3) Derived using Ca!PE  RS' 111e�rship data for all funds 

The di scount rate used to measure the total pension l i abi l ity  was 7. 1 5% .  To determi ne whether the 
m . .mici pal bond rate should be used i n  the calculation of a di scount rate for the Plan, Cal PE RS stress 
tested employer rate plans withi n the Plan that would m::>St l i kely result  i n  a discount rate that would be 
different from the actuarial ly assurred di scount rate. B ased on the testi ng, none of the tested employer 
rate plans run out of assets. Therefore, the current 7. 1 5% di scount rate is adequate and the use of the 
m.mici pal bond rate cal culation i s  not necessary. The stress test results are presented i n  a det.ai l ed relX)rt, 
GASS  Staternents 67 and 68 Crossover Testi ng Report for Measurenient Date J une 30, 201 8 based on 
J une 30, 201 7 Val uations, that can be obtained from the Cal PERS website. 
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Accordi ng to Paragraph 30 of GASB  68, the long-term di scount rate should be determi ned without 
reduction for pension plan administrative e.xpense. For the Cal PE RS Plan, the 7.CJYJ6 i rrvestrrent return 
assumption used i n  thi s  accounti ng valuati on i s  net of admini strative expenses. Admi nistrative expenses 
are assumed to be 1 5  basi s points. An i nvestment return excludi ng admi ni strative expenses would have 
been 7. 1 5% .  U si ng thi s  !ewer di scount rate has resul ted i n  a sl ightly higher total pension l iabi l ity and net 
pension l iabi l ity. Cal PE RS checked the material ity threshold for the difference i n  cal culation and did not 
fi nd it to be a material difference. 

I n  the December 2016  and Apri l 201 7 meeti ngs, the B oard voted to I cwer the fundi ng di scount rates used 
for the PE RF .  I n  making i ts decision, the B oard revievved recomrnendations from Cal PE RS team 
members, external pension and i nvestment consultants, and i nput from employer and employee 
stakeholder groups. A lcwered fundi ng di scount rate for the PER F  wi l l  be phased i n  over a three-year 
period beginni ng J uly 1 ,  20 1 8  for publ ic agencies. The long-term expected rate of return on pension plan 
i nvestments was determined usi ng a bui ldi ng-block method i n  which best-estimate ranges of expected 
future real rates of return (expected returns, net of pension plan i nvestment expense and i nflation) are 
developed for each major asset class. 

I n  determi ni ng the long--term expected rate of return, CalPERS took i nto account both short- term and 
long-term market return expectations as wel l as the expected pension fund cash flo.,,vs. Such cash flews 
were developed assuming that both n-embers and employers wi l l  make thei r requi red contri butions on 
time and as scheduled i n  a! I future years. U si ng hi storical returns of al l the P lan' s asset classes, expected 
compound (geometric) returns were cal culated ewer the short-term (fi rst 1 1  years) and the l ong-term (60 
years) usi ng a bui ldi ng-block approach. U si ng the expected nominal returns for both short-term and l ong-
term, the present val ue of benefits was cal culated for the Plan. The expected rate of return was set by 
calculati ng the si ngle equivalent expected return that arrived at the sarre present val ue of benefits for 
cash flOJVs as the one calculated usi ng both short-term and long-term returns. The expected rate of return 
was then set equival ent to the si ngl e equivalent rate calculated above and rounded dONn to the nearest 
one quarter of one percent. 

The rate of return was cal culated usi ng the capital market assumptions appl ied to determine the di scount 
rate and asset al I ocati on. These rates of return are net of admini strative expenses. 

Assu� 
�� R� R�m R� R�m 

_Asset Class (a) ____________ ____ A!�il.!!�!1 ____ _  Years l -- 1 0 (b) _ Years n + (c) 
G lobal Equity 50.(X}?-6 4.80'Yo 5.9836 
F ixed I ncome 28.CXY/o l .OCP/o 2.62% 
I nflation Sensitive 0.00"'/o 0. 77X, 1 .81% 
P rivate Equity 8.00}6 630)6 7.25'/o 
Real E state l 3. 00'/o 3. 75% 4. 95'/<S 
L iquidity 1 . (X.l% 0. 00'/o --0. 92% 
Total 1 00.(X}!-6 

(a) I n  the System's CAFR ,  F ixed I nconie is inclucled in G lobal Debt Securities; L iquidity 
L iquidity is included in S hort-term I nvestments; I nflation Assets are included in ooth 
G lobal Equity Securities and G lobal Debt Securities. 

(b) An expected inflation of 2.CY/o used for this period. 
(c) An exp2cted inflation of 2.9ZYo used for this period. 
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C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

Sensitivity of the P roportionate S hare of the Net Pension L i abi l ity to Changes i n  the Discount Rate 
The foi laivi ng presents the City' s proportionate share of the net pension l iabi l ity for the Plans, cal culated 
usi ng the di scount rate for the Plans, as wel l as what the City' s propo1tionate share of the net pension 
l i abi l ity  would be i f  it were calculated usi ng a di scount rate that i s  1 -percentage point lcwer or 1 -
percentage point higher than the current rate: 

--- �J��U_���l:I�- - _____ Safety ____ _ 
1% Decrease 6. 1 5% 6. 1 5% 
Net Pension L iability $ 1 5,699,467 14, 750,81 3 

Current 
Net Pension L iability $ 

1% I ncrease 
Net Pension l iability $ 

Pension P lan F i duciary Net Posit ion 

7. 1 5%  
1 0,060, 596 

8. 1 5% 
5,405,801 

7. 1 5% 
9,859,972 

8. 1 5% 
5,852,804 

Detai l ed i nfomiation about each pension plan' s fiduciary net positi on is avai labl e i n  the separately i ssued 
CaiPERS fi nancial reports. 

NOTE 9 -0TH E R  POSTE M PLOY M E NT B E NE F ITS PLAN 

P lan Descr i pt ion and B enefits 
The C ity of Carmel -by-the-Sea Reti ree Healthcare Plan (P lan) is a si ngl e-employer defi ned benefit 
healthcare plan admi ni stered by the City. The Plan provides access to l ifetime hea.lthr.are benefits to 
el igi ble reti rees and thei r dependents. The C ity provides reti ree rredical benefits through the Cal ifornia 
Publ i c  Employees' Reti rement System healthcare program (PE M HCA) . For el igi bl e  reti rees, the C ity 
contri butes not l ess than 5% of the active contri bution times years i n  PEM HCA ( ITBX  $1 00/rnonth 
i ncrease) . For purposes of its contract with PEM HCA, the City uses a statutory schedule to determi ne its 
monthly contribution on behalf of each active employee. The statutory arrnmt i s  $1 33.00 for 201 8 and 
wi l l  be i ndexed by the M edical CPI each year thereafter. 

The City offers the same medical plans to i ts reti rees and survivi ng spouses as to its active employees, 
with the exception that once a reti ree becomes el igi ble for Medi care, he or she rrust joi n  a M edicare 
HMO or a Medi care S upplernent plan, with Medicare becoming the pri nnry payer. E mployees becorne 
el igi ble to reti re and receive City-paid healthcare benefits upon attainment of age 50 and 5 years of 
service (age 52 for M i scel laneous PEPRA employees) . The C ity contri bution tavvards reti ree health 
benefits i s  determi ned under the "equal contri bution method" under PE M HCA,  whereby the contribution 
is 100}6 of the City's statutory minirrum contri bution for active employees ($ 1 33/month for 201 8  and 
scheduled to be i ndexed by rnedi cal i nfl ati on for years after 201 8) . No stand-a! one fi nancial are issued 
for thi s  plan as it i s  not a trusted plan. 

E mployees C overed by B enefit Terms 
AtJ  u ne 30, 201 9, the benefit terms covered the fol lOll/i ng employees: 

Active errployees 
I nactive errployees 
Total employees 
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C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

C ontr i butions 
The C ity  rrakes contri buti ons based on a pay-as-you go basi s  as approved by the authority of the 
C i ty ' s  B oard. Total benefit payments i ncl uded i n  the measurement period were $ 1 59, 1 07. The 
actuarial ly determi ned contri buti on for the measurement period was $476,574. The C ity's  
contri buti ons and benefit pay rnents were 2.491;6 of payrol I duri ng the measurement period J une 30, 
201 9 ( reporti ng peri oo J une 30, 201 9) .  E mployees are not requi red to contri bute to the pl an. There 
have been no assets accul1"Lllated i n  a trust to provide for the benefits of thi s plan. 

Actuar ial Assumptions 
The fol lowi ng summarized the actuari al assumptions for the OPE B plan i ncl uded i n  thi s fi scal year: 

Val uation Date: 
M easurement Date: 
Actuarial Cost M ethod: 
Amort izat ion Period : 
Actuarial Assumptions: 

Discount R ate 

Discount Rate 
I nflat ion 
P ayrol I I ncreases 
Trend Rate 
M unici pal B ond Rate 
M ortal i ty 

J uly l ,  201 7 
J une 30, 201 9 
E ntry-Ag: Normal Cost M ethod 
20 years 

3. 5(Y/o 
2.25% 
3.0Jl;6 
&lt to 5% 
3. SCP/o 
RP-201 4 E mployee and Healthy Annuitant 
M ortality Tables 

The di scount rate was based on the B ond B uyer 20-bond G eneral Obi i gati on i ndex. 

Total O P E B L iabi l i ty 
The C ity's total OPE B l iabi l ity was measured as of J une 30, 201 9 ( measurement date) and was 
determined by an actuarial val uation as of J uly  1 ,  201 7 (val uation date) for the fi scal ye.ar ended 
J une 30, 201 9 ( reporti ng date) . 

C hanges i n  the Total OPE B L iabi l ity 
The fol lONi ng sumrrarizes the changes in  the Total OPE B l i abi l ity duri ng the year: 

Net OPEB 
Total OPEB P ian Fiduciary L iabi l ity 

F iscal_ Year Ended J une 30, 201 9 _________________________ L iabi lity_ ____ Net Position ____ (Asset) ___ _ 
Balance at J une 30, 201 8 
Service cost 
I nterest in Total OPE B  L iability 
Actual and exp experience 
Chang.::s in assurrptions 
Benefit payrrents 
Net changes 
Balance at J une 30, 201 9 

Covered Errµloyee Payroll 
Total OPEB L iability as a% of Covered E rrµloyee Payroll 
Service Cost as a% of Covered Employee P ayrol I 
Net OPEB L iability as a% of Covered Errployee Pa:yroll 
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_ $ _ 3,650,439_ $ _ __ __ __ $_ 3,650,439_ 
1 93,586 1 93,586 
146, 765 1 46, 765 

(2, 524) (2,524) 
1 92, 779 1 92, 779 

_________ ( 1 59, I 07) ___ _____ _____ _____ _____ _____ _ ( 1 59, 1 07) _ 
-------371 ,499 ------------------371 ,499 

$ 4,021 ,938 $ $ 4,021 ,938 

$ 6,394, 1 87 
62.90'/o 
3.03% 

62.90'/o 



C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

The C i ty ' s  plan i s  nonfunded, meani ng there have not been assets placed i nto an i rrevocable trust, 
therefore the pl an fi duciary net posi ti on i s  zero. 

Defer r ed I nflows and Outflows of R esou rces 
A t  J une 30, 201 9, the C ity reported deferred outflows of resources and deferred i nflows of 
resources rel ated to OPEB from the fol lovvi ng sources: 

Difference between actual and expected experience 
Change in assurrptions 
Totals 

Deferred 
Outflows of 

Deferred 
I nflows of 

R esou rces Resources ---------------------· 
$ $ 3,675 

1 56,220 85,472 
$ 1 56,220 $ 89, 147 

Other arrounts reported as deferred outflows of resources and deferred i nflows of resources related 
to OPE B wi l l  be recc,gnized i n  OPE B expense as fol lows: 

O P E  B E xpense 

Y ear E nded J une 30, 
2020 
202 1 
2022 
2023 
2024 
There.after 
Total 

$ 9,469 
9,469 
9,469 

28,81 2 
9,854 

$ 67,073 

The fol I owi ng summarizes the OPE B expense by source duri ng the year ended J une 30, 201 9: 

Se1vice cost 
I nterest in TOL 
Difference between actual and expected experience 
Change in assurrptions 
OPEB Expense 

$ 1 93, 586 
146,765 

(975) 
-·---·---·-10,444 _ 

$ 349,820 

The fol lowi ng summarizes changes i n  the net OPE B  l i abi l i ty as reconci l ed to OPEB expense duri ng 
the year ended J une 30, 201 9: 

Total OPEB l iabi lity ending 
Total OPE B l iabi lity begning 
Change in total OPE B  l iabi l ity 
Changes in deferred outfk.Mts 
Changes in deferred inflcws 
Employer contributions and i nl)l icit subsidy 
OPEB Expense 
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$ 4,021 ,938 
(3,650,439) 

371 ,499 
( 1 56,220) 
(24, 566) 

___ _159, 1 07_ 
$ 349,820 



C ity of Carmel-by-the-Sea 
Notes to the B asi c F i nancial Statements 
J une 30, 201 9 

S ensi tivi ty to C hanges i n  the Di scount R ate 
The net OPEB  l i abi l ity of the C ity ,  as wel l as what the C ity's net OPE B l i abi l ity  wou ld  be if it were 
cal culated usi ng a di scount rate that i s  one percentage point l ower or one percentage poi nt hi gher, i s  
as fol l ows: 

Total OPEB L iabi l ity 

M unici pal B ond Rate --�--�--�--�--�--�--�--�--�--�--�--�--�--�--�--�--�--�--�-· 

1% Decrease 3. 5CP/o 1% I ncrease ---------------------------------------
$ 4, 576,301 $ 4,02 1 ,938 $ 3, 566,230 

S ensi tivi ty to C hanges i n  the H ealthcare C ost T rend  R ates 
The net OPEB  l i abi l ity of the C ity, as wel l as what the C ity's net OPE B l i abi l ity wou ld  be if i t  were 
cal cul ated usi ng healthcare cost trend rates that are one percentage poi nt lower or one percentage 
poi nt higher than current heal thcare cost trend rates, i s  as fol I ows: 

Trend Rate 
1% Decrease �/o to 5% 1% I ncrf'..ase -������������������-

Total OPEB L iabi l ity $ 3,830,996 $ 4,021 ,938 $ 4,246,035 

NOTE 1 0 -COM M ITM  E NTS AND CONTI NG E NC I E S  

A Lawsu its 

The City may be i nvolved i n  certain matters of l i tigation that have ari sen i n  the normal course of 
conducti ng C ity busi ness. City rranagernent bel ieves, based upon consultation with the City Attorney, 
that any cases, i n  the aggregate, are not expected to resul t  i n  a material adverse fi nancial i mpact on the 
City. Additional ly, City management bel ieves that the C ity's i nsurance programs are suffici ent to c0ver 
any potential losses should an unfavorabl e outcome material ize. 

B . F ederal and State G rant P rograrns 

The City participates i n  Federal , State and County grant programs. These programs are audited by the 
C ity's i ndependent accountants, if requi red, i n  accordance with the pr0vi sions of the Federal S i ngle Audit 
Act Amendments of 1 996 and appl icable State requi rerrents. For Federal programs, the City did not 
reach the level of qual ifying exi:ienditures duri ng the current fiscal year that would  requi re a si ngl e audit. 
Expenditures which may be di sal l cMted, if any, by the granti ng agencies, cannot be determined at thi s  
time. The City expects such amounts, i f  any, to be immateriaL 
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C ity of Carmel-By-The-Sea 
Schedule of R evenues, Expenditures, and Changes i n  F und Balance 
B udget and Actual (GAAP Basi s) 
G eneral F und 
For the Y ear E nded J une 30, 201 9 

R E V E N U E S  

Taxes: 

Property taxes 

Sal es and use taxes 
Transient occupancy taxes 

F ranchi se fees 

B usi ness I icense tax 

I ntergovernrrert..al revenues 

L icense and permits 

Fi nes and forfeitures 

Charges for services 
I nterest 

Rents and concessions 

Other revenues 

Total Revenues 

E X P E N D I TU R E S  

Current: 

General government 
Corrrnunity Planni ng and B ui i di ng 

Publ i c  Safety 

Publ i c  Works 

L i brary 

ConTI1unity Activities 

Economic Revi ltal i zation 

Total E xpenditures 

Excess (Deficiency) of Revenues over E xpenditures 

OTH E R  F l  NANCI NG SOU R C E S  (US E S) 

Transfers i n  

Transfers out 
Total Other F i nanci ng Sources (Uses) 

Net Change i n  Fund B alance 

Prior Periocl Adjustrnent 

Fund B alance Begi nni ng 

Fund B alance E ndi ng 

$ 

B udgeted A rmunts 

Original 

6,382,985 

2,559,835 
6,350,000 

007, 1 75 

548,000 

559,345 

1 ,092,625 

97,000 

881 ,495 
50,000 

1 1 5,240 

38,200 

1 9,341 ,900 

5,083,905 
1 ,200,350 

7,936,540 

3,367,007 

1 , 1 46, 1 45 

265,260 

1 ,  1 03,995 

20, 1 03,862 

(761 ,962) 

855,660 

(2,01 1 ,478) 
( 1 , 1 55,81 8) 

( l  ,91 7, 780) 

8,006,394 

$ 

Fi nal 

6,382,985 

2,559,835 
6,350,()(X) 

667, 1 75 

588,000 

559,345 

1 , 1 34,785 

97,000 

970,860 
50,000 

1 24,905 

88,2()() 

1 9,573,cro 

5,1 83,270 
1 ,200,350 

8,072,365 

3,371 , 895 

1 , 1 46, 1 45 

265,260 

l ,  1 03,995 
20,343,280 

(770, 1 90) 

855,660 

(2,01 1 ,478) 

( l , 1 55,81 8) 

( 1 ,926,008) 

8,006,394 

$ 

Actual 
Am::,unts 

6,524,331 

2,652,971 
6,882,01 5 

636,397 

594,941 

583,573 

1 ,  1 92,242 

1 2 1 ,470 

1 ,251 ,072 
1 24,262 

1 85, 1 56 

1 32,776 

20,881 ,2()3 

5,51 7, 5 1 6  

1 ,  1 1 6,689 

7,61 7,31 0 

2,902,461 

965, 725 

1 79,426 

1 ,  1 03,993 

1 9,403, 1 20 

Variance with 

$ 

F i nal B udget 

Positive 
(Negative) 

1 41 ,346 

93, 1 36 
532,01 5 

(30, 778) 
6,941 

24,228 

57,457 

24,470 

280,21 2 
74,262 

60,251 

44, 576 

1 ,308, 1 1 6 

(334,246) 
83,661 

455,055 

469,434 

1 80,420 

85,834 

2 

940, 1 60 -----

2,248,276 -----

855,660 
( i ,  1 1 1 ,477) 900,001 ----'---

(255, 81 7) 900,001 -----

1 ,222,269 

2 1 ,466 

8,006,394 

-----

3,1 48,277 

2 1 ,466 

$ 6,088,61 4 $ 6,080,386 $ 9,250, 1 29 $ 3, 1 69, 743 ----------- ---------· ---------- ----------
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C ity of Carmel-By-The-Sea 
Schedule of R evenues, E xpenditures, and C hanges i n  F und B alance 

B udget and Actual (GAA P B asi s) 

M easure D Sales Tax F und 

For the Year E nded J une 30, 201 9 

Variance with 

B udgeted Amounts Fi nal B udget 
Positive 

(Negative) 
R E V E N U E S  
Taxes: 

Sales and use taxes 

E X P E N DI T U R E S  
Total E xpenditures 

E xcess (Deficiency) of Revenues over Expenditures 

OTH E R  F I NANC I NG SOU RCES  (USES)  
Transfers in  
Transfers out 

Total Other F i nancing Sources (U ses) 

Net Change i n  Fund B alance 

Fund Balance B egi nni ng 

Fund B alance E ndi ng 

Actua.! 
Original F i nal Arrounts 

$ 2,964,870 $ 2,964,870 $ 3,079,914 $ 1 1 5,044 

$ 

2,964,870 

( 2, 964, 870) 
(2,964,870) 

205,626 

205,626 $ 
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2,964,870 3,079,914 1 1 5,044 -----

(3, 1 65,659) 
(3, 165,659) 

(200,789) 

205,626 

(3, 104,753) 60,906 -----
(3, 104,753) 60,906 -----

(24,839) 1 75,950 

205,626 -----

4,837 $ 1 80,787 $ 1 75,950 
===== 



C ity of Carmel-by-the-Sea 
Schedule of Pension Contr i butions 
J une 30, 201 9 

M i scel I aneous and Safety P I  an 

F i  seal Year E rded 201 5 201 6 201 7 201 8 201 9 

Contractual ly  Requi red Contri b.lti ons 

Contributi ons i n  Relati on to 

Contractual ly  Requi red Contri l::uti ons 

Cont r i but i on Defi c i  ency ( E xcess) 

$ 725,205 $ 1 ,  1 24,776 $ 1 ,279,565 $ 1 ,3 1 7,381 $ 1 ,566,31 9 

Covered P ayrol I 

725,205 l ,  1 24,776 1 ,279,565 1 .3 1 7,381 1 ,566,31 9 

$ $ $ $ $ ----· ----- ----- ----- -----

$ 4,894,966 $ 5, 1 93,071 $ 5, 725,559 $ 5,897,326 $ 6,074,246 

Contr i buti ons as a %  of 
Covered P ayrol I l 4.82°Ai 21 .66% 22.35% 22.34% 25.79-1Ai 

Notes to Schedul e: 
Val uation Date: 

Assump:i ons Used: 

J une 30, 201 7 

Entry Ag: Metrod used for Actuarial Cost M ethod 

Level Percentage of Payrol l and Di rect Rate Srroothi rg 

3.8 Years Remai ni rg Amorti :zation Period 

I nfl ati on Assumed at 2. 5% 

I nvestment Rate of Returns set at 7. 1 5% 

Cal P E RS mortal ity tabie based on Cal PE RS' exr:erience and i ncl Lele 1 5  years of projected 

on;pi rg mortal i ty  i mp-ovement usi rg 90 r:ercent. of Scale M P  201 6 pu!::l i shed byt tre Soci ety of 

Actuaries. 

F iscal year 201 5 Wds tre fi rst year of i rrplementation, trerefore only five years are shovvn. 
The Cal P E RS di scount rate vvas i ncreased from 7.5% to 7.65% i n  fi scal year 201 6 and ti-en decreased from 7.65% 

to 7. 1 5% i n  fi seal year 201 8. 
The Cal PE  RS rrortal i ty assump:i ems was adj usted i n  fi seal year 201 9. 
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Schedu le of P roportionate Share of Net Pension L iabi l ity 
J une 30, 201 9 

M i scel I aneous and Safety P I  an 
F i  seal Year Ended 20"! 5 201 6 201 7 

P rop:irtion of Net Pension L i abi l ity 0. 1 8745% 0. 1 9035% O. l 984CP/o 
P rop:irtionate Share of Net 

Pension L i abi l ity $ 1 1 ,664, 1 46 $ 1 3,065,61 7 $ 1  7, 1 67,636 
Covered Payrol I $ 4,748, 1 1 7  $ 4,894,966 $ 5, 1 93,071 

P r oporti onate Share of N P L  as a %  
of Covered Payrol I 245.66% 266.92% 330.5g:'/o 

P l  an' s F i duc i ary  Net Pos i ti on 
as a %  pfthe TP L 80. 1 1% 77.73% 74](J)t� 

F iscal year 201 5 wa,;; the fi rst year of i mp errentation, therefore only five years are shown. 

201 8 201 9 

0.20075% 0.20672% 

$ 1 9,908,483 $ 1 9,920,568 
$ 5 ,725 ,559 $ 5 ,897,326 

347.71% 337.79% 

73.44% 74. 1 8% 

The Cal PERS di scount rate was increased from 7.5% to 7.65% i n  fi scal year 201 6 a'ld then decreased from 7.65% 
to 7. 1 5% i n  fi scal year 201 8. 

The Cal PERS rmttal ity assurrrxions 1..vas adj usted i n  fi scal year 201 9. 
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C ity of Carmel-by-the-Sea 
Reti ree H ealth Care P lan 
Schedule of Total OPE  B L iabi l ity 
J une 30, 201 9 

F i  seal Y ear E nded 
Total OPEB  l iabi l ity 

S ervice cost 
I nterest 
D ifferences bet\Neen exp=cted and actual experience 
Chan9=s of assumptions 
B enefit payments 

Net change in Total OP E B  L iability 
Total OP E B  L iabil ity - tegnning 
Total OP E B  L iabil ity --ending 

P lan fiduciary net posit ion 
Net change in plan fiduciary net position 
P lan fiduciary net IX)Sition - 1:egnning 
P lan fiduciary net p:,sition -ending 

Net OP E B  l iability (asset) 

P Ian fiduciary net ix,sition as a percenta� of the 
total OP E B  l iabi lity 

Covered E mployee Payroll 

Net OP E B  l iability as a percenta9= of covered emplc:vee payrol l 

Total OP E B  l iabi l ity as a i:ercenta9= of covered employee payroll 

Other Notes 

201 8 201 9 

$ 1 99,01 3 $ 1 93,586 
1 34, 202 1 46, 765 

(2,625) (2 ,524) 
( 1 3  7, 699) 1 92, 779 

___ ( 1 45, 1 96) --- ( 1_59, 1 07) 
47,695 371 ,499 

--- 3,602, 744 __ 3,650,439 _ 
$ 3,650,439 $ 4,021 ,938 

$ $ 

-��������-
$ $ 

$ 3,650,439 4,021 ,938 

O.OCY.t6 O.OOJi 

$ 6,021 , 71 1 $ 6, 207,949 

60.62],6 64. 7(Jl;6 

60.62,?,6 64. 79:X:, 

GAS B 75 requires a schedule of contributions for the last ten fiscal years, or for as 
many years ac; are avai lable if less than ten years are avai lable. GASB  75 was 
adopted as of J une 30, 201 8. 

No chang? in benefit terms; discount rates increased from 3.CJl;6 to 3.5% . 
Actuarial ly determined contribution rates are calculated as of J une 30, tvvo ye..ars prior to 

the end of the fiscal year i n  which contributions are reported 
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De.ft Service 

COM B I N I NG NON M AJ OR G OV E R N M E NTAL F U NDS 

This fund is used to account for actwities related to the rej'.llymmt of the Certificate of 
I' artldpation, Perisioo Otilgaoon a ond; ard capital lease oti1gatioos. 
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C ity of Carmel-By-The-Sea 
Combi n ing B alance S heet 
Nonmajor G over nmental F unds 
J une 30, 201 9  

ASSETS 
Cash and i nvestm:nts 
Receivables: 

Due from other governments 
Total assets 

L I A B I L I T I E S  A N D  F U N D  BALANC E S  
L iabi I ities: 

Due to other funds 
Total l i abi i it ies 

F und B alances: 
Restricted: 

Transportation 
Publ ic safety 
Debt service 
L i brary 
Asset seizure 
Publ ic parking 
Total fund balances 
Total l iabi l it ies and fund balances 

$ 

Gas 
Tax 
F und 

Special Revenue Funds 

Transportation COPS 
Safety Grant 
Fund Fund 

$ 30,073 $ 1 27,720 

1 2,273 1 6,667 

Parki ng 
I n-l ieu 
F und 

$ 725,828 

-����- -����� �����--����-
1 2,273 30,073 144,387 725,828 -����- -����� �����- -����-

$ 1 1 ,347 $ ------
1 1 ,347 

$ $ 

�����- -����- -�����-����� 

$ 

926 

926 
1 2,273 $ 
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30,073 

1 44,387 

725,828 

30,073 144,387 725,828 

30,073 $ 144,387 $ 725,828 ============ ============ 
Cont'd 



C ity of Carmel-By-The-Sea 
Combi n ing B alance S heet 
Nonmajor G over nmental F unds 
J une 30, 201 9  

ASSETS 
Cash and i nvestrrEnts 
Receivables: 

Due from other govern.rents 
Total assets 

L I AB I L I T I E S  AND F U ND BALANC E S  
L iabi l ities: 

Due to other funds 
Total l iabi l it ies 

F und Balances: 
Restricted: 

Transportation 
Publ ic safety 
Debt service 
L i bra1y 
Asset seizure 
Publ ic parki ng 
Total fund balances 
Total l iabi l it ies and fund balances 

Special Revenue Funds Debt Se1v ice 

Harrison Total 
Asset Merrorial Debt Nonmajor 

Seizure L i brary Service G overnrrental 
F und Fund F und F unds 

$ 921 $ 1 ,41 0,220 $ 402,335 $ 2,697,097 

28,940 �����- -����- -����- -������· 
92 1 1 ,41 0,220 402,335 2, 726,037 �����- -����- -����- -������-

$ $ $ 77, 736 $ 89,083 
77, 736 89, 083 -����- -����� �����- -�����-

30,999 
1 44,387 

324,599 324,599 
1 ,41 0,220 1 ,41 0,220 

921 921 
725,828 

921 1 ,41 0,220 324,599 2,636,954 
$ 921 $ 1 ,41 0,220 $ 402,335 $ 2,726,037 

Concl uded 
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C ity of Carmel-By-The-Sea 
C ombi n ing S tatement of R evenues, E xpenditures 

and C hanges in F und B alances 
N onmaj or G overnmental F u nds 
F or the Y ear E ndedJ u ne 30, 201 9 -������������������������������������-

Special Revenue Funds 

Gas Transportation COPS Parking 
Tax Safety G rant I n-l ieu 
Fund Fund Fund Fund 

R E V E N U E S  
I ntergovernrnental revenues $ l 50,679 $ 205,045 $ 148,747 $ 

Contri butions 
Charges for seivices 
I nterest 508 1 ,877 1 1 ,432 

Total R evenues 1 50,679 205,553 1 50,624 1 1 ,432 

E X P E N DI T U R E S  
Current: 

l i brary 

Debt service 
Pri nc ipal 
I nterest and fiscal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over Expenditures "1 50,679 205,553 1 50,624 1 1 ,432 

OTH E R  F I NANC I NG SOU RCES  (USES) 
Transfers i n 
Transfers out ( 1 49,270) (2 1 6,094) ( 100,000) 

Total Other F i nanci ng Sources (U ses) ( 149,270) (2 1 6,094) ( 1 00,000) 

Net Change i n  Fund B al ances 1 ,409 ( 1 0, 541 )  50,624 1 1 ,432 
Prior Period Adj ustment 
Fund B alances B egi nni ng (483) 40,614 93, 763 714,396 

Fund B alances E ndi ng $ 926 $ 30,073 $ 144,387 $ 725,828 
Cont'd 
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C ity of C armel-By-The-Sea 
C ombi n i ng Statement of R evenues, E xpenditu res 

and C hanges i n  F und B alances 
N onmaj or G avernmental Funds 
F or the Y ear E nded J une 30, 201 9 -������������������������������������-

Special Revenue Funds Debt Se1vice 

Harrison Total 
Asset Memorial Debt Nonmajor 

Seizure L i brary Service Governmental 
Fund Fund Fund Funds 

R E V E N U E S  
I ntergovemmental revenues $ $ $ $ 504,471 
Contri butions 31 4,450 3 14,450 
Charges for services 1 0,097 1 0,097 
I nterest 1 5  25,300 4, 1 50 43,282 

Total R evenues 1 5  349, 847 4, 1 50 872,300 

E X P E ND ITU R E S  
Current: 

L i braiy 292,665 292,665 
Debt service 

Pri ncipal 950, 770 950,770 
I nterest and fi seal charges 286,606 286,606 

Total E xpenditures 292,665 1 ,237,376 1 , 530,041 

Excess (Deficiency) of Revenues over Expenditures 1 5  57, 1 82 ( 1 ,  233, 226) (657,741 )  

OTH E R  F l  NANCI  NG  SOU R C E S  (USES)  
Transfers i n  1 ,237,980 1 ,237,980 
Transfers out (465,364) 

Total Other F i nanci ng Sources (U ses) 1 ,237,980 772,61 6 

Net Change in Fund B alances 1 5  57, 1 82 4,754 1 1 4,875 
Prior Period Aqjustment 99,950 99,950 
Fund B alances B eginni ng 906 1 ,253,088 3 19,845 2,422, 1 29 

Fund B alances E nding $ 921 $ 1 ,4 10,220 $ 324,599 $ 2,636,954 
Concl uded 
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C ity of Carmel-By-The-Sea 
Schedule of Revenues, E xpenditures, and 

C hanges i n  F und Balances 

B udget and Actual (GAAP Basi s) 

Nonmaj or G overnmental Funds 

F or the Y ear E nded J une 30, 201 9 

R E V E N U E S  
I ntergovernmental revenues 
Contributions 
Charges for services 
I nterest 

Total Revenues 

EXPE NDITU R E S  
Current: 

L ibrary 
Debt service 

Pri ncipal 
I nterest and fi seal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over Expenditures 

OTH E R  F I NANC I NG SOU RCES  (USES) 
Transfers i n 
Transfers out 

Total Other F i nancing Sources (U ses) 

Net Change i n  Fund B alances 
Prior Period Adjustment 
Fund B al ances B egi nni ng 

Fund B alances E nding 

Expenditures i n  excess of appropriations were covered 
by budgets i n  other objects1functions or beginni ng fund 
balance. 

Gas Tax Fund 

Variance with 

B udgeted A mounts F inal B udget 
Actual Positive 

Origi nal F i nal Amounts (Negative) 

$ 1 62,252 $ 1 62,252 $ 1 50,679 $ ( 1 1 , 573) 

1 62,252 1 62,252 1 50,679 ( 1 1 , 573) 

1 62,252 162,252 1 50,679 ( 1 1 , 573) 

( 1 62,250) ( 1 62,250) ( 1 49,270) 1 2,980 
( 1 62,250) ( 1 62,250) ( 149,270) 1 2,980 

2 2 1 ,409 1 ,407 

(483) (483) (483) 

$ (481 )  $ (481)  $ 926 $ l ,407 

Cont'd 
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C ity of Carmel-By-The-Sea 
Schedule of R evenues, E xpenditures, and 

C hanges in F u nd Balances 
B udget and Actual (GAAP Basis) 
Nonmajor G avernmental F unds 
For the Y ear E nded J une 30, 201 9 

R E V E N U E S  
I ntergovern�ntal revenues 
Contributions 
Charges for services 
I nterest 

Total Revenues 

EX P E NDI TU R E S  
Current: 

L i brary 
Debt se1vice 

Principal 
I nterest and fiscal charges 

Total E xpenditures 

E xcess (Deficiem:.y) of Revenues over Expenditures 

OTH E R  F i  NANC I NG SOU R C E S  (USES )  
Transfers i n  
Transfers out 

Total Other F i nancing Sources (Uses) 

Net Change in Fund B alances 
Prior Period Adjustrn:nt 
Fund B alances B eginni ng 

Fund B alances E nding 

Expenditures i n  excess of appropriations were covered 
by budgets i n  other objects/functions or begi nni ng fund 
balance. 

Transportation Safety Fund 

Variance with 
B udgeted Amounts F i nal B udget 

Actual Positive 
Original F i nal Amounts (Negative) 

$ 1 75,480 $ 1 75,480 $ 205,045 $ 29,565 

508 508 
1 75,480 1 75,480 205, 553 30,073 

1 75,480 1 75,480 205,553 30,073 

( 1 75,480) (21 6,094) ( 2 16,094) 
( 1 75,480) (21 6,094) (2 1 6,094) 

(40,614) ( 1 0, 54 1 )  30,073 

40,614 40,614 40,61 4 

$ 40,614 $ $ 30,073 $ 30,073 

Cont'd 
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C ity of Carmel-By-The-Sea 
Schedu le of R evenues, Expenditu res, and 

Changes in F und B alances 
B udget and Actual (GAAP B asi s) 
Nonmaj or G overnmental F unds 
F or the Y ear E nded J une 30, 20 1 9  

R E V E N U E S  
I ntergovernmenta! revenues 
Contri butions 
Charges for services 
I nterest 

Total R evenues 

EX P E NDI TU R E S  
Current 

L i brary 
Debt service 

Pri ncipal 
I nterest and fiscal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over Expenditures 

OTH E R  F I NANC I NG SOU R C E S  (USES) 
Transfers i n 
Transfers out 

Total Other F i nanci ng Sources (U ses) 

Net Change i n  Fund B alances 
P rior Period Adjustment 
Fund B alances B egi nni ng 

Fund B alances E ndi ng 

Expenditures in excess of appropriations were covered 
by budgets i n  other objects/functions or begi nning fund 
balance. 

COPS G rant Fund 

Variance with 
B udgeted A m:.)Unts F i nal B udget 

Actual Positive 
Origi nal F i nal A mounts (Negative) 

$ 100,000 $ 100,000 $ 148,747 $ 48,747 

1 , 877 1 ,877 
100,000 100,000 1 50,624 50,624 

100,000 100,000 1 50,624 50,624 

( 1 00,000) ( 1 00,000) ( 1 00,000) 
( 1 00,000) ( 1 00,000) ( 1 00,000) 

50,624 50,624 

93,763 93,763 93,763 

$ 93,763 $ 93,763 $ 1 44,387 $ 50,624 

Cont'd 
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C ity of Carmel-By-The-Sea 
Schedu le of Revenues, E xpenditures, and 

C hanges i n  F und Balances 
B udget and Actual (GAAP Basi s) 
Nonmaj or G overnmental F unds 
F or the Y ear E nded J une 30, 201 9 

R E VENU E S  
I ntergovernmental revenues 
Contri buti ans 
Charges for services 
I nterest 

Total Revenues 

EX P E NDI TU R E S  
Current: 

L ibrary 
Debt service 

Principal 
I nterest and fi seal charges 

Tota! E xpenditures 

Excess (Deficiency) of Revenues over E xpenditures 

OTH E R  F I NANC I NG SOU R C E S  (USES)  
Transfers in 
Transfers out 

Total Other F inanci ng Sources (U ses) 

Net Change i n  Fund B alances 
Prior Period AdjustrrEnt 
Fund B alances B egi nning 

Fund B alances E ndi ng 

E xpenditures i n  excess of appropriations were covered 
by budgets in other objects1functions or beginni ng fund 
balance. 

Parki ng I n-L ieu Fund 

Variance with 
B udgeted A rmunts F i  nal B udget 

Actual Positive 
Origi nal F i nal Amounts (Negative) 

$ $ $ $ 

1 1 ,432 1 1 ,432 
1 1 ,432 1 1 ,432 

1 1 ,432 1 1 ,432 

1 1 ,432 1 1 ,432 

714,396 714,396 714,396 

$ 714,396 $ 714,396 $ 725,828 $ 1 1 ,432 

Cont'd 
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C ity of Car mel-By-The-Sea 
Schedule of R evenues, E xpend itures, and 

C hanges in F und B alances 
B udget and Actual (GAAP B asi s) 
Nonmaj or G overnmental F unds 
For the Y ear E ndedJ une 30, 201 9 

R E V E N U E S  
I ntergovern�ntai revenues 
Contributions 
Charges for seivices 
I nterest 

Tota! Revenues 

E X P E NDITU R E S  
Current: 

l ibrary 
Debt service 

Pri ncipal 
I nterest and fiscal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over Expenditures 

OTH E R  F I NANC I NG SOU RCES  (USES) 
Transfers i n  
Transfers out 

Total Other F i nancing Sources (U ses) 

Net Change i n  Fund B alances 
Prior Period Adjustment 
Fund B alances B egi nni ng 

Fund B alances E ndi ng 

Expenditures i n  excess of appropriations were covered 
by budgets i n  other objectslunctions or begi nni ng fund 
balance. 

Asset Seizure Fund 

Variance with 

B udgeted A mounts F i  nal B udget 
Actual Positive 

Original F i nal Amounts (Negative) 

$ $ $ $ 

1 5  1 5  

1 5  1 5  

1 5  1 5  

1 5  1 5  

906 906 906 

$ 906 $ 906 $ 92 1 $ 1 5  

Cont'd 
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C ity of Carmel-By-The-Sea 
Schedule of R evenues, Expend itures, and 

C hanges in F und B alances 
B udget and Actual (GAA P  Basi s) 
Nonmaj or G overnmental F unds 
For the Y ear E ndedJ une 30, 201 9 

R E V E N U E S  
I ntergovernmental revenues 
Contributions 
Charges for services 
I nterest 

Total Revenues 

E X P E NDITU R E S  
Current: 

L ibrary 
Debt service 

Pri ncipal 
I nterest and fiscal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over E xpenditures 

OTH E R  F I NANC I NG SOU RCES  (USE S) 
Transfers i n 
Transfers out 

Total Other F i nancing Sources (U ses) 

Net Change i n  Fund B alances 
Prior Period Adjustment 
Fund B alances B egi nni ng 

Fund B alances E ndi ng 

E xpenditures i n  excess of appropriations were covered 
by budgets i n  other objects/func.tions or begi nni ng fund 
balance. 

Harri son Merrnrial L i brary Fund 

Variance with 

B udgeted Arrounts F i  nal B udget 
Actual Positive 

Original F i na! Amounts (Negative) 

$ $ $ $ 

3 13,000 3 1 3,000 3 14,450 1 ,450 
1 3,000 1 3,000 1 0,097 (2,903) 
3,000 3,000 25,300 22,300 

329,000 329,000 349,847 20,847 

329,495 329,495 292,665 36,830 

329,495 329,495 292,665 36,830 

(495) (495) 57, 1 82 57,677 

(495) (495) 57, 1 82 57,677 
99,950 99,950 

1 ,253,088 1 , 253,088 1 ,253,088 

$ 1 ,252, 593 $ 1 ,252, 593 $ 1 ,4 10,220 $ 1 57,627 

Cont'd 
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C ity of Carmel-By-The-Sea 
Schedule of R evenues, Expend itures, and 

C hanges in F und B alances 
B udget and Actual (GAA P  Basi s) 
Nonmaj or G overnmental F unds 
For the Y ear E ndedJ une 30, 201 9 

R E V E N U E S  

I ntergovernmental revenues 

Contributions 

Charges for services 

I nterest 

Total Revenues 

E X P E NDI T U R E S  

Current: 

L ibrary 

Debt service 

Pri nci pal 

I nterest and fiscal charges 

Total E xpenditures 

Excess (Deficiency) of Revenues over Expenditures 

OTH E R  F I NANC I NG SOU R C E S  (USES) 

Transfers i n 

Transfers out 

Total Other F i nancing Sources (U ses) 

Net Change i n  Fund B alances 

Prior Period Adjustment 

Fund B alances B egi nni ng 

Fund B al ances E ndi ng 

Expenditures i n  excess of appropriations were covered 

by budgets i n  other objects/func.tions or begi nni ng fund 
balance. 

Debt Service Fund 

Variance with 

B udgeted A rrounts F i  nal B udget 

Actual Positive 

Original F i na! Amounts (Negative) 

$ $ $ $ 

4, 1 50 4, 1 50 
4, 1 50 4, 1 50 

950, 770 950,770 950.770 
287,2 10  287, 2 10  286,606 604 

1 ,237,980 1 ,237,980 l ,237,376 604 

( 1 ,237, 980) ( 1 ,237,980) ( 1 ,  233, 226) 4,754 

1 ,237,980 1 ,237,980 1 ,237,980 

1 ,237,980 1 ,237,980 1 ,237,980 

4,754 4,754 

3 19,845 3 19,845 3 1 9,845 

$ 3 19,845 $ 3 1 9,845 $ 324,599 $ 4,754 

Concluded 
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I NTE R NAL SE RV I C E  F U NDS 

This furd is to set aside fjmncia! re�es fcduture purchases tf repacerrent 
equiprert esserltial to the �ratloos cf the City. 
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C ity of Carmel-By-The-Sea 
Combi n ing Statement of Net Posit ion 

I nternal Servi ce F unds 

J une 30, 201 9 

ASS ETS 
Current assets: 

Cash and investments 
Noncurrent assets: 

Capital assets -net 

Total assets 

L IAB I L ITI E S  
Current l iabi l ities: 

Accounts payable 
Claims payable -current 

Total current l i abi l ities 
Noncurrent l i abi l ities: 

Claims payable 

Total l iabi l it ies 

NET POS ITI ON 
Net i nvestment in capital assets 
U nrestricted 

Total net posit ion 

Vehicle 
Workers 

Compensation 
Fund 

OPE B  
Reserve 

Fund 

& Equipment 
R epi acement 

Fund 

Total 
Governmental 
Activities 

I nternal 
Service Funds 

$ 606,333 $ 1 ,81 7,05 1 $ 433,205 $ 2,856, 589 

780, 1 49 780, 1 49 ����- -���� �����- -���� 
$ 606,333 $ 1 ,8 1 7,05 1 $ 1 ,2 1 3,354 $ 3,636,738 

$ $ 64, 557 $ 64, 557 
57, 500 57, 500 
57, 500 64,557 1 22,057 

5 1 7, 500 5 1 7, 500 

$ 575,000 $ $ 64, 557 $ 639,557 

$ $ $ 780, 1 49 $ 700, 1 49 
3 1 ,333 1 ,8 1 7,05 1 368,648 2,21 7,032 

$ 3 1 ,333 $ 1 ,8 1 7,05 1 $ 1 ,  1 48,797 $ 2,997, 1 8 1  -����- -���- -����� ---------
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C ity of Carmel-By-The-Sea 
Combi ni ng Statement of R evenues, E xpenses and C hanges i n  F und Net Posit ion 

I nternal Servi ce F unds 

F or the Y ear E nded J une 30, 201 9 

OPE RATI NG R E V E N U E S  

Other 

Total operat ing revenues 

OPE RATI NG E X P E NS E S  

Claims 

Depredation 

Total operat ing expenses 

Operating i ncome (loss) 

NO NOPE RATI NG R E V E  N U E S (E X P E  NSE S) 

Gain (loss) on di sposal of capital assets 

I nvestment income 

Total nonoper ati ng revenues( expenses) 

I ncome (loss) 

Transfers i n 
Transfers out 

Total Other F i nancing Sources (U ses) 

Change i n  net position 

Total net position -begi nni ng 

Total net position -endi ng 

Vehicle 

Workers 

Compensation 

Fund 

OPEB 

Reserve 

Fund 

& Equipment 

Replace!"l'Ent 

Fund 

Total 

Governmental 

Activities 

I nternal 

Service Funds 

$ $ $ $ 

27,570 27, 570 
244,575 244,575 ------ ------ ·----- ----------

27.570 244,575 272, 145 -----

$ 

(27, 570) 

9,628 
9,628 

( 1 7,942) 

( 1 7,942) 

49,275 

(244,575) ------

1 7,823 
28,61 9 
28,61 9 1 7,823 

28,619 (226,752) ------

1 00,000 

100,000 

28,619 ( 1 26,752) 

1 ,  788,432 1 ,275, 549 

(272, 1 45) ------

1 7,823 
38,247 
56,070 

(21 6,075) ------

100,000 

100,000 

( 1 1 6,075) 

3, 1 1 3,256 
3 1 ,333 $ 1 ,81 7,05 1 $ 1 ,  1 48,797 $ 2,997, 1 81 

====== 

Page 99 



C ity of Carmel-By-The-Sea 
Combin ing Statement of Cash F lovvs 
I nternal Service F unds 
For the Year E nded J une 30, 201 9 

Cash flows from operat ing activities: 

Payrrents for claims 

Payments for suppl ies and materials 

Net cash provided (used) by operating activities 

Cash flows from noncapital financing activities: 

I nterfund transactions 

Net cash provided (used) by noncapit.al financing activities 

Cash flows from capital financing activities: 

Purchases of property and equi pment 

�,Jet cash provided (used) by noncapital financing activities 

Cash flows from investing activities: 

I nvest:ment i ncorre received 

Net cash provided (used) by investi ng activities 

Net i ncrease (decrease) in cash and cash equivalents 

Cash and cash equivalents -beginning 

Cash and cash equivalents -ending 

R econcil iation of operating income to net cash provided (used) 

by operati ng activities: 

Operating income (loss) 

Adjustrnents to reconci le operati ng i ncome (loss) 

to net cash provided (used) by operating activities: 

Depreciation 

Change in operating assets and l iabi l iti es: 

Accounts payable 

C laims payable 

Net cash provided (used) by operating activities 

Total 

Vehicle Governmental 

Workers OPE B & Equipment Activities -

Compensation Reserve Replacement I nternal 

Fund Fund Fund Service F unds 

$ (487,570) $ $ $ (487,570) 
48,592 48,592 

(487,570) 48,592 (438,978) 

460,000 100,000 560,000 
460,000 100,000 560,000 

(255,345) (255,345) 
(255,345) (255,345) 

--- 9,628 --- 28,61 9 ----- -- 38,247 

9,628 28,619 38,247 -------

(1 7,942) 
624,275 

28,6 19  
1,788,432 

(106,753) 
539,958 

(96,076) 
2,952,665 

$ 606,333 $ 1 ,817,051 $ 433,205 $ 2,856,589 ����� -����- -����- -����-

$ (27,570) $ $ (244,575) $ (272, 1 45) 

244,575 244,575 

48,592 48,592 
( 4ffi,OOO) ( 460,000) 

$ (487,570) $ $ 48,592 $ (438,978) ����� -����- -����- -����-
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AG E NCY F U NDS 

this fund accounts fa rn:inies received that are unearned aocfrequired to fu retunled 
by' the C!fy. 
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C ity of C armel-By-The-Sea 
Combi n i ng Schedu le of C hanges i n  Assets and L iabi l i t ies 

Agency F unds 

F or the Year E nded J une 30, 201 9 

R E F U N DAB L E  DE POSI TS �-------------
ASS ETS 
Cash and i nvestments 
Receivables 

Total assets 

L I AB I L I TI E S  
Accounts payable 
I nterest payable 
Der.x>sits 

Total l iabi l ities 

B alance B alance 
J uly 01 , 201 8  Additions Deductions J une 30, 201 9  ------ ----- ------ ______ , 

$ 357,801 $ 93, 5 1 2  $ 1 64,506 $ 286,807 
495 3,086 495 3,086 

$ 358,296 $ 96,598 $ 1 65,001 $ 289,893 

$ 3, 557 $ 71 ,01 3 $ 74, 570 $ 
6, 55 l 4,950 1 1 , 501 

348, 1 88 93, 584 1 63,380 278,392 ------ ----- ----- ----------
$ 358,296 $ 1 69,547 $ 237,950 $ 289,893 ========== ========== 
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STATISTICAL SECTION 

(Unaudited) 

This part of the City of Carmel-by-the-Sea's comprehensive annual financial report presents detailed 
information as a context for understanding what the information in the financial statements, note 
disclosures., and required supplementary information says about the city's overall financial health. 

Sources: 

Financial Trends 

These tables contain trend information to help the reader understand hm.D the city 's financial 
pe1formance and well-being have changed over time. 

Revenue Capacity 

These tables contain information to help the reader assess !he cihj 's most significant local 
revenue source, the properhJ tax. 

Debt Capacity 

These tables present information to help the reader assess the [Jjfordabilihj of the city ' s  current 
levels of outstanding debt and the city 's  ability to issue additional debt in the future. 

Demographic and Economic Information 

These tables offer demographic and economic indicators to help the reader u nderstand the 
environment within which the city's financial activities take place. 

Operating Information 

These tables con tain service and infrastructure data to help the reader u nderstand huw the 
information in the city 's financial report relates to the services the city provides and the 
activities it pe1forms.  

Unless otherwise noted, the information in these tables is derived from the 
comprehensive annual financial reports for the relevant year. 
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City of Carmel-by-the-Sea 
Net Position By Component 

last Ten Fiscal Years 

Governmental acttvities: 

Net investrnent in capital assets 

Restricted 

Unrestricted 

TABLE 1 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

$ 18,483,000 $ 18,591,,000 $ 31,374,354 $ 29,605,438 $ 25,522,,3"18 $ 32,547,268 $ 36,006,0:16 $ 36,931,575 $ 35,216,550 (> 37,132,103 

593,000 441,000 555,524 566,992 2,616,731 3,862,473 '.\584,687 5,027,082 2,628,238 2,8] 7,741 

9,183,000 8,884,000 7.408,523 2,205,463 6,266,725 (12,992,711) (12,666,545) (14,167.?M) (12, 141,385) (12,645571 ) �--��--��--��--��--��--��--��--��--��--��--��--�--�--��--��--�- -�--��--
Total govern mentdl activities net position $ 28,259,000 $ 27,919,000 $ 39,338/101 $ 32,377,893 $ 3-1,403,804 $ 23,417,030 $ 26,924,188 $ 27,791 ,303 $ 25,703,-103 $ 27,304,273 

Snu-rce: City of Carmel-by-the-Sea Finance' Department 
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City of Carmel-by-the-Sea 
Changes in Net Position 

Last Ten Fiscal Years 

Expenses 

Governmental activities: 
GE'nernl government 

Community planning and building 
Public sa felJ 

Public works 

Library 
Community activities 

Econo.rrdc revitaliza lion 
811.ilding ma]nte-nance 

forest, parks and beach 

Culture and recreation 
Interest and fiscal charges on long-term debl 

Depreciation (Unallocated) 

Total governmental activities expenses 

Pn1gram. Revenues 

Governmental activities: 
Charges for services: 

General government 
Community planning and building 

Pu hhc safety 

Public works 
Library 

Communib; activities 
Economic revitalization 

BuildiTig maintenance 

Forest, parks and beach 
Cultrtre and recreation 

Operating grants and contributions 
Capital grants and contributions 

Total governmental activities program revenues 

Net (expense)/revenue: 
Governn1ental activities 

General Ri,venues and Other Changes in Net Assets 

Governmental activities: 
Taxes 

Property taxes 
Sales and use taxes 

Transient occupancy taxes 

Franchise taxes 
Business license tax 

[nte Other laxes 
Unrestricted grants and contributions 

Unrest-r-icted 1nveshnent e<1rnings 

Gain (loss) on saie of assets 
Special item - infraslTucture capitaliza lion 

.Miscellaneous or other revenues 

Total governmental activities 

Change in Net Position 

Note: J_n 2012 and 2018, the City changed the 
classification of its program expenses and revenues 

based on operations at the time. 

Source: City o[ Carmel-by-th,,-Sea Finance Department 

$ 

2mo 

3,838,650 $ 

5,185,540 

1,239,275 

2,6 1 7,067 
271,808 

13,152,340 

376,59i 

50,417 

19,845 

117,841 

564,694 

Fiscal Y car Ended June 30 

2011 

3,448,824 $ 

5,142,244 

1,271,�18 

2,619,273 
50,576 

638,255 

13,170,490 

329,666 

49,725 

30,286 

435,046 

844,723 

2012 

2,904,382 

4,694,672 

1,790,684 

361,458 
2,71 8,581 

1,578,381 

1,31 4,073 
194,153 

1 5,556,:,34 

4,735 

39,878 

412,605 

36,030 

871,230 

1,364,478 

$ 

2013 

9,481,135 

4,193,157 

1,896,305 

304,587 
3,763,094 

472,123 

2,405,481 
376,787 

22,892,669 

19,821 

167,723 

433,928 

80,909 

1,474,331 

2,176,712 

$ 

TABLE 2 

2014 

4,067,934 

tl,299,954 

2,227,067 

363,3,12 
2,924,447 

484,119 

2,453,842 
346,674 

17,167,379 

15,M4 

1 84,338 

467,392 

165,406 
91,804 

1,282,214 

2,206,798 

(12,587,646) (1 2,325,767) (14,191,906) (20,715,957) (14,960,581) �--��--��-�--��--�-��--��--��--��--��-�--��--�-

4,189,288 4,157,789 4,571,481 4,.652,176 4.881,534 
1,619,968 l ,805,510 l,7 -13,748 2,760,414 5.115,880 

'},830,432 4,002,509 4,179,900 4,615,598 5,185,880 

452,935 476,597 491,674 981,831 994,468 
625,600 591,248 532,019 577,364 549,190 

264,150 233,716 
383,827 465,831 

269,276 109,602 55,995 69,735 76,880 

13,760,000 

211,612 142,923 276,751 98,331 184,660 

1 1,847,088 1 1,985,775 25,61 1,568 13,755,'149 16,988,492 

$ (740,558) $ (339,992) $ 11,419,662 s (6,960,508) $ 2,027,911 ��--��-� -�--��--�- ��--��--�- ��--��-� -�--��--�-

Cont'd 
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City of Carmel-by-the-Sea 
Changes in Net Position 

Last Ten Fiscal Years 

Expenses 
Gov ernniental activities: 

General governm.ent 
Corn:munity planning and building 

Public safety 

Public works 

Library 

Community activities 

Economic revitalization 
Building maintenance 

Forest, parks and beach 

Culture and recreation 

lnterest and fiscal charges on long- term debt 

Deprecia lion (Unallocated) 

Total governmental activities expenses 

Program Revenues 

Governmental acUvilies: 
Charges for services: 

General government 
Communrty planning and building 

Public safety 
Public Vlorks 
Library 

Community activities 

Economic revitalization 
Building maintenance 

Forest, parks and beach 

CulhuE' and recreation 
Opera ting grants and contributions 

Capital grants and contributions 

Total governmental activities pwgram revenues 

Net (expense)/ revenue: 

Governmental activities 

General Revenues and Other Changes in Net Assets 

Governmental activities: 
Taxes 

Property taxes 

Sales and use laxes 

Transient occupancy taxes 

Franchise taxes 
Business license lax 

Jnte Other taxes 

Unrestricted grants and contributions 

Umestricled invPstmPnt earnings 

Gain (loss) on sale of assets 

Special item - infrastrncture capitalization 

_Misceilaneou� or other revenues 

Total governmental activities 

Change in Net Position 

Note: In 2012 and 2018, the City changed the 

classification of its program expenses and revenues 
based on operations at the tiJne. 

Source: City of Carmel-by-the-Sea Fina nee Department 

$ 

2015 

3,72.4,546 

6,685,310 

2,003,332 

326,956 

J ,832,61 8 

58 1 ,319 

2,605,877 

365,043 

18,1 25,001 

66,]90 

918,644 

525,310 

1 8,953 

1,441,296 

331,719 

3,305,1 12 

�� 

2016 

5,162,323 

6,445,695 

l,454,895 

306,505 

1,542,170 

558,592 

2,082,591 

336,551 

1,528,260 

19,417,582 

34,040 

684,612 

5'.',4,224 

20,326 

668,239 

327,029 

2,268,470 

Fiscal Year Ended Jmw 30 

$ 

2017 

,l,981 ,304 

1,146,860 

7,281,137 

2,605,036 

1,144,883 

446,445 

1,1.10,857 

322,181 

1,747,960 

38,795 

373,716 

751,844 

31,817 

675,765 

166,726 

2,038,663 

$ 

2018 

4,896,809 

1,206,295 

7,771,104 
2,950,423 

1 ,303,989 

153,22,c\ 

1,125,261 

319,971 

] ,786,021 

21,513,100 

318/114 

1 .167,308 

692, ! 87 

58,931 

14,794 

79,067 

97,142 

681,240 

3,109,083 

$ 

TABLE 2 

2019 

5,906,304 

1,191,826 

8,390,616 

4,162,376 

1,894,410 

283,512 

1 ,14,-!,022 

283,6Ll6 

23,256,672 

256,645 

1 ,454,523 

790,428 

44,636 

146,443 

102,366 

450,920 

(14,819,889) (l 7,149,112) (18,748.000) (18A04,0l 7) (20,010,711) ---------------------------- ·--------- ----------

5,127,974 5,598,743 5,825,889 6,192,126 6,524,331 

5,280,418 4,897,325 5,373,800 5,486,449 5,732,885 

5,593,689 5,890,538 6,112,347 6,329,074 6,882,015 

430/1,30 587,514  672,554 637,136 636,397 

606,128 626,625 649,525 544,392 594,941 

382,145 413,334 436,073 462,989 

92,155 637,124 

163,648 160,172 182,366 1()1,743 205,791 

(2,439,255) (]60,79,1) 

249,537 1,963,750 362,561 212,820 437,475 

17.833,969 20,1 38,001 19,615,115 17,619,629 21,490.165 

$ 3,014,080 $ 2,988,889 $ 867,115 $ (784,388) S:1 1,479,454 

Concluded 
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City of Carmel-by-the-Sea 
Fund Balances of Governmental Funds 

Last Ten Fiscal Years 

Ceneral fund 

Nonspendable 

Restricted 

Committed 

Assigned 

Unassigned 

Reserv ed 

Designated 

Unresen.rt�d 

Total Fund Balance 

Other Governmental Funds 

Nonspendable 

Restricted 

Committed 

Assigned 

l! nassigned 

Reserved 

Designated 

Unreserved 

Total Fund Balance 

2010 

593,207 

8,097,783 

1,243-4'19 

9,934,439 

20,203 

1,03],025 

45,767 

1 ,096,995 

$ 

$ 

2011 2012 2013 

$ $ $ 

400,000 

7,358,,390 4,258,44 1 2,898,615 

1,573,080 3,001,120 5,253,298 

9,331,470 7,259,561 8,151,913 

$ 46,747 $ 46,747 $ 

40,523 555,524 566,992 

1,045,909 

68.199 1,506,992 1,793,249 

1,154,631 2,109,263 2,406,988 

TABLE 3 

2014 2015 2016 2017 2018 2019 

73,038 $ $ $ $ $ 

2,888,306 4,561/)70 2,166,165 2,173, l 'l8 2,806,045 2,808,138 

1,747,589 3,308,636 2,448,461 1,922,008 1,926,008 

,1,172,077 1,541,150 1 ,738,067 4,693,897 3,278,341 4,515,984 

7,133,421 7,849,809 7,212,868 9,315,496 8,006,394 9,250.130 

46,747 $ $ $ $ $ 

2,543,658 3,903,533 3,624,383 5,065,310 2,628,238 2,817,741 

1,783,310 

1,477,680 90,158 1,146,832 1,627,098 362,034 

(479,166) (684,400) (706,427) (1,264,197) (483) 

3,588,919 5,092,601 4,064,788 3,801,113 4,254,853 3,179,775 

Tota ! Fund Balance $ ll,031,134 $ 10,486,101 $ 9,368,824 $ 10,558,901 $ 10,722,340 $ 12,942,4 [0 $ 11,277,656 $ 13,116,609 $ 12,261,247 $ 12,429,905 

No\E': The City implemented CASB :34 in 20J 1 and prior fund halances were not restated or r0dassifo0d. 

Sauret': City of Carm el -by-tlw-Sea Finance Departmc'nt 
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City of Carmel-by-the-Sea 
Changes in Fund Balances of Governmental Fm 
Last Ten Fiscal Years 

Fiscal Year Ended June 30 

Revenues 
Taxes 
h1terg0Yernmentat revenues 
License and permits 
Con lribu lions 
Fines and forfeitures 
Charges for services 
i nterest 
U se of rmney and property 
Other revenues 

Total revenuf.'s 

Expenditures 
General govermnenl 
Commuruty Planning and Building 
Public Safety 
Public Works 
Library 
Corrm1 urdty Activilies 
Economic Revitalization 
Building maintenance 
Foresl, parks and beach 
Culture and recreation 
Capital Ou tlay 
Debt Service 

Principal 
Interest and fiscal charges 

Total expenditures 

Excess of revenues 

over (under) expenditures 

Other financing s01.m:es (uses) 

Proceeds from asset dispositions 

Proceeds from long-term debt issued 

Retirement of PERS side fund 

Payment to refunded bond escrow agent 

lnteragency transfers ir, (out) 

Transfers in 

Transfers out 

Total other financing sources (uses) 

Net change in fund balances 

Total Expendi tures 

Capita!Jzed Portion of Capital Outlay 
Total Non- Capitahzed Expenditures 

Debt Service: Principal & Interest 

2010 

$ 10,159,.244 
430,867 

L06 l,757 
10,900 

197,528 
47,584 

284,.754 
21 9,232 

12,411,866 

3,422,352 

4,993,039 
1,162,274 

300,796 

2,220,1 71 
266,413 

220,000 
359,349 --------

12,944,394 --------

(532,528) 

3J6,778 

(336,778) 

2011 

$ 10,442,405 
456,821 
9 [6,989 
326,185 

1 9,314 
49,725 

247,683 
1-19,634 

12,608,756 

3.109,461 

4,955,512 
1,122,225 

317,983 

2,24()365 
1,085.637 

318,070 
201 ,964 ---------

13,351,21 7 ---------

(742,461)  

7,657,787 

(7,850. 977) 

4,973,H3 

( 4,640 ,460) 

139,493 

$ (532,528) $ (602,968) -------- ---------

$ 12,944,394 $ 13,351,217 

305,503 7,18,979 

$ 12,638,891 $ 12,602,238 

2012 

$ 1 1,497256 
635,386 
612,356 
.329,160 
127.354 
597,302 

231,975 
93.944 

14,124.733 

3,122,302 

3,363,428 
1,1 66,299 

361,458 
2,633,987 
1,122,795 

1,298,938 
1 ,599.462 

315,570 
257,771 --------T 

15,242,010 --------T 

(1,117,277) 

7,749,165 

(7,749,165) 

$ (1, 117,277) --------· 

$ 15.242.010 

1,066,867 

$ 14,175,143 

$ 579,349 $ 520,034 $ 573.341 

2013 

$ 12,505,03,1 
609,304 

J,195,092 
354,785 
133,168 
738,366 

284,674 
109,392 

15,929,815 

3.029,816 

4,026.884 
1,341,604 

304,587 
2,263.763 

466,021 
1.918. 196 

651,785 

'110,434 
328,994 ---------

14,742,084 ---------

$ 

1.187,731 

2,346 

6,280.000 

(6,280,000) 

6,301,989 

(6.301,989) 

2,346 

1,190,077 --------

$ 14,742.084 

651,397 

$ 14,090,687 

739,428 

TABLE 4 

2014 

$ 12,727,9"4 
3,864,416 
1,114,927 

313,895 
138,713 
508,563 

314,248 
1 93,336 

19,1 76,042 

4,305,'140 

4,245,184 
1,609,402 

363,342 
2,798,314 

468,247 
1,963,1)03 
1,993,305 

927,774 
357,840 --------

19,031,851 --------

144,191 

19,248 

9,724,198 

(9,724,198) 

19,248 

$ 163,439 --------

$ 19,031,851 

1 .993,170 
$ 17,038,631 

$ 1,285,614 -·--·--·--·- -·--·--·--·- ··--·--·--·- -·--·--·--· -·--·--·--·-

Debt service as a percentage of noncapital 

expenditures 

Note: In 2.(]1 2  ond 2018,. the Cit-; che,nged the classif1cat10n of 

its prc,gr,,m exr,enditures and revenues based on operat10ns 

at 

Source: City of Cannel-by--tlw-Sea Finance Department 

H% 
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City of Carmel-by-the-Sea TABLE 4 
Changes in Fund Balances of Governmental Fur 

Last Ten Fiscal Years 

Revenues 
Taxes 
Intergove:rnn1ental :reven ues 
Licenst' and pf'rmits 
(onlribuhons 
Fines and forfeitures 
Charges for sen,, ices 
I nterest 
U se of money and property 
0th er revenues 

Total revenues 

Expenditures 
General governntent 
Conununity Plannjng and Building 
Public Safety 
Public Vl/orks 
Library 
Community Activities 
Economic Revitaliza tion 
Building maintenance 
Forest, parks and beach 
CuJtuff_• and recret.1tion 
Capital ()utlay 
Debt Service 

Principal 
Interest and fiscal charges 

Total expenditures 

Excess of revenues 

over (undetJ expenditures 

Other financing sources {uses) 

Proceeds from asset dispositions 

Proceeds from long-term debt Lssued 

Retiremen t of PERS side fund 

Payment lo ref1md0d bond escrow agent 

Inleragency transfers in (out) 

Transfers in 

Transfers out 

Total other financing sources (uses) 

Net change in f-tmd balances 

Total Expenditures 

Capitalized Portion of Capital Outlay 
Total Non-Capitalized Expenditures 

Debl Service: Principal &: Interest 

Debt service as a percentage of noncapital 

expenditures 

Note: In 201 2 and 2018, the City changf:d the classification of 
1ts and revenues bHsed on operations 
at lim.e. 

Source: City of Cannel-by-the-Sea Finance Deparlluent 

$ 

2015 

17,42.0,784 
87<1,152 
72(L257 
686,025 
119,152 
905,526 

163,648 
249,537 

21,139,081 

3,593,094 

6,398,876 
1,284,030 

315,780 
1 .637,602 

54,1,902 
1,999,728 
2,396,667 

1,046,128 
360,610 

19,577,417 

1,561,664 

4,92.7,935 

(4,927,935) 

$ 

Fiscal Year Ended June 30 
2Cn6 

18,014,079 
294,952 
788,578 
314,600 
111,930 
712,?,21 

1 63,875 
389,136 

20,789;471 

5,045,332 

6,264,950 
1,301,160 

306,505 
l,525,038 

547,211 
2,054,872 
4,439,279 

898,3'79 
337,915 

22,720,641 

(1,93i,170) 

6,483,069 

(6,483,069) 

$ 

2017 

19,041,911 $ 
365,304 
850,:,47 
323,495 

87,15,l 
4HJ,439 

182,367 
1,979,561 

23,270,778 

5,681,103 

7,033,862 
2,554,752 

35 1,425 
l,138,983 

108,764 
L448,129 
1,877,053 

914,105 
.123,649 

21,431,825 

1,838,953 

3,405,710 

(3,405,'710) 

2018 

19,652-166 
454,997 

1,087,953 
318,398 

91,813 
1,070,999 

58,055 
100,899 
21 1,153 

23,046,433 

4,696,923 
1,128,977 
7,024,092 
2,769,129 
1,217,687 

141,378 
1,095,636 

1,833,014 

934,860 
302,202 

21,143,898 

1,902,535 

.31,000 

13,924,490 

(1 6,713,387) 

(2,757,897) 

$ 

2019 

20,370569 
1,088,044 
1,192.;242 

31 4,450 
121A70 

1,261,[69 
1 67,544 
185,156 
158,029 

24,858,673 

5,517,516 
1,116,689 
7,6]7,310 
2,902,461 
1,258,390 

179,426 
1,103,993 

3,778,271 

950,'770 
286,606 

24,711,432 

147,241 

4,58 1,594 

( 4,681,594) 

(100,000) 

S 1,561,664 $ (l,931,1 70) $ L838.953 $ (855,362) $ 47,241 ---------------- --------· -------, --------

$ 

$ 

$ 

19,577/117 $ 

2,396,667 
17,180,750 $ 

U06,738 

22,720,641 $ 

4,311,179 
18,409,462 $ 

1,236,294 

21,431,825 $ 

1,870,844 
19,560,981 $ 

1,237,754 $ 

21,143,898 $ 

1,900,132 
19,243,766 $ 

1,237,062 $ 

24,71 1,432 

3,778,271 
20,933,1 61 

1,237,376 _, __ , __ , ________ , __ , ____ ____ , __ , ____ .. __ , __ , __ , _ __ , __ , __ , __ 

8.2% 6.7% 6.3% 6.4% 5.9% 

Concluded 
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City of Carn1el-by-the-Sea 
General Governmental Tax Revenues by Source 

Last Ten Fiscal Years 

Fiscal Year 

Ended Sales 

June 30 Property and Use Franchise 

2010 ,1,189,288 1,619,968 452,935 

2011 4,157,789 1,805,5 10 476,597 

201 2  4,571,481 1,743,748 ,J91,674 

201 3  4,652,176 2,760,414 981,831 

2014 4,881,534 5,115,880 994,468 

2015 5,127,974 5,280,418 430,430 

2016 5,598,743 4,897,325 587,514 

2017 5,825,889 5,373,800 672,554 

2018 6,192,126 5,486,449 637,136 

2019 6,524,331 5712,885 636,397 

Transient Business 

Occupancy License Other Tax 

'.',,830,432 625,600 264,150 

4,002,509 591,248 233,716 

4,179,900 532,019 

4,615,598 577,364 

5,185,880 549,190 

5,593,689 606,128 382,145 

5,890,538 626,625 413,334 

6,1 12,347 6£19,525 436,073 

6/329,074 5114,392 462,989 

M82,015 594,941 

G e n e ral  G ove rnme nta l  Tax R eve n u e  by Year 

25 

20 

1 5  

1 0  

5 

201 0 20 1 1  201 2 201 3 201 4  20 1 5  201 6 201 7 201 8 

Year 

Source: City of  Carmd--by- the-Sea Finance Dc;par tment 

Page 1 1 3 

TABLE 5 

Total 

10,982,373 

11,267,369 

11,518,822 

13,587,383 

16,726,952 

17,420,784 

18,014,079 

19,070,188 

19,652,166 

20,370,569 

201 9 



City of Carmel-by-the-Sea 
General Fund Revenues by Source 

Last Ten Fiscal Years 

Fisecd Year Inter-
Ended June 30 Taxes Governmental 

2010 1 0,092,623 430,867 

2011 10,442,405 ·456,821 

2012 ll,,197,256 419,326 

2013 12505,034 378,410 

2014 12,727,944 481,310 

20 !5 14,702,528 

2016 15, 124,699 7·1,014 

2017 16,296,757 136,367 

2018 16,753,721 ·12,846 

2019 17,290,655 583,573 

Licenses and Fines and 
Permits Con!Tihutions Forfeitures 

999,023 1 0,900 17,006 

916,989 326,185 19,314 

430,250 26,830 27,385 

1,011,292 3,884 16,647 

997,334 30,489 

504,419 9,246 

553,602 7,245 

762,257 8,422 

1,087,953 91,813 

1,192,242 121/170 

Total Gene ral  F und Revenues  

25 
c· 

20 

1 5  

1 0  

5 

Source: City of Carmel-bv-the-Sea Finance Department 
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TABLE 6 

lnterestr Rents 

Cha:rges for and Other 
Services Concessions Revenues Tot�] 

47,584 265,618 218,490 12,082,J ll 

49,725 247,683 149,634 12,608,756 

60,228 226,616 93,944 12,781,835 

88,200 283,233 109,392 14,396,092 

106.065 313,076 193,336 ]4,&19,554 

256,097 161,620 249,537 15,883,447 

57,818 159,632 389,136 16,366,146 

66,957 170,631 1,979,561 19,420,952 

1,056,205 123,382 211,133 19,367,053 

1,251,072 309,418 132,776 20,881,206 



City of Carmel-by-the-Sea 
Net Assessed Value of Taxable Property 

Last Ten Fiscal Years 

Fiscal Year 
Ended 
fune 30 Secured 

2010 2,931,738,234 

2011 2,885,547,810 

2012 2,908,891,597 

2013 3,001,630,584 

2014 3,153/116., 179 

2015 3,309,856,089 

2016 3,569,065,524 

2017 3,766,258,441 

2018 3,999, 182,757 

2019 4,220,683,852 

Unsecured 

37,881,331 

34,821,845 

30,254,516 

28,759,82] 

27,307,767 

26,813,656 

26,719,717 

26,280,598 

25,708,168 

26,668,954 

Tota l  Asse ssed Va l u e  

VJ 
$4.5 

$4.0 iii 

$3.5 

$3.0 

$2 .5  

$2.0 

$1 . 5  

$ 1 .0 

$0.5  

$-

Total 
Assessed 

Value 

2,969,619,565 

2,920,369,656 

2,939,146,113 

3,030,390,405 

3;180,723,946 

3,336,669,745 

3,595,785,241 

3,792,539,039 

4,024,890, 925 

4,247,352,806 

201 0  201 1  201 2  201 3 201 4 201 5 201 6  201 7 

Notes: 

Total Direct Tax Rate is from Table 8. Rates are based on a $100 of taxable value. 

Exempt values are not included in Total. 

TABLE 7 

Total 
Direct Tax 

Rate 

1.000% 

1.000% 

1 .000% 

1 .000% 

1.000% 

1 .000% 

1 .000% 

1.000% 

1.000% 

1 .000% 

201 8  201 9  

With the passage of a constitutional amendment (Proposi tion B) and subsl.,qulmtly enac ted State legislation, property is 
assessed according to a base year rather than on a percentage of market value. Accordingly, a reliable estimate of actual 
value of taxable properly within the Ci ty is not possible. 

Source: County of Monterey Assessors Office 
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City of Carmel-by-the-Sea 
Direct and Overlapping Property Tax Rates 

Last Ten Fiscal Years 

(Rate per $100 of Taxable Value) 

TABLE S 

-�--��--��--��--��--��--��--��--��--��--��--��--��--� 
2010 2011 2012 201:1 2014 2015 2016 2017 2018 201g 

Direct Rates: (1) 1.000 1.000 1.000 1 .000 1.000 1 .000 1.000 1.000 1.000 1.000 

Overlapping Rates· (2) 

Carmel Unified 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.0!6 

Monterey Peninsula Community College 0.022 0.022 0.022 0.022 0.022 0.022 0.022 0.022 0.022 0.021 

Total Direct and ()verlapping Rate 1.036 1.fJ36 l .036 1.036 1.036 1.036 1 036 1.036 1.036 1.037 ----- --------------- ·----- -----· ---- ------ ----------

City Share of 1 % Levy per Prop. 13 (3) 0.802 0.823 0.827 0.903 0.913 0.904 0.918 

Notes: 

1 The passage of a constitutional amendment (Proposition 13) in June 1 978 limil:8 the properb; tax rate to a base of $1.00 per $100.00. The $1.00 
rate is levied by the County and apportioned to local agencies according to a formula prescribed by the California legislature. 

'.!. Overlapping rates are those of entities that appiy to property owners within the City of Pacific Grow. Not all overlapping rates apply to all 
properly owners (e.g., the rates for school districts apply only to the proportion of the city's properly owners whose properly is localed within 

the geographic boundaries of the school district). 

3 "This is the percentage of S1 counl:ywide tax levy 

Source,· County of Monterey Assessors Office 

Soun:e: Coun ty of ·Monterey CAFR 
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City of Carmel-by-the-Sea 
Principal Property Tax Owners 
Current Year and Nine Years Ago 

Tax Owner 
OWRF CARMEL LLC 
PAUL ANDREW M 

LA Pl.A YA CARMEL HOTEL LLC 

HINES JEFFREY C 

HINES JEFFREY C 

DEBRUCE PAUL TR 

CVI INVESTORS LLC 

MOORE FAMILY TR 

GUNNER RJCHAR.D V & MARGARET S GUNNER TRS 

CA TS MEOW LLC 

Totals 

Total assessi!d value 

Source: County of Monterey Assessors Office 

na= not available 

2019 

Assessed 

Valuation Rank 
$ 58,438,612 

27,429,105 2 

17,821,718 3 

14,866,846 4 

14,102,144 5 

13,736,738 6 

13,076,279 7 

12,583,122 8 

12,385,220 9 

11,354,925 10 

5 195,79-1,709 =--==--==--==--==--= 

$ 4,247,352,806 

Page 1 1 7 

Percentage 

of Total 

Assessed 

Valuation 
1.38% 
0.65% 

0.42% 

0.35% 

0.33% 

0.32% 

0.31% 

0.30% 

0.29% 

0.27% 

4.61 % $ 

$ 

Assessed 

Valuation 
na 
na 

na 

na 

na 

na 

na 

na 

na 

na 

2010 

Rank 

TABLE 9 

Percentage 

of Total 

Assessed 

Valuation 
llcl 

na 

na 

na 

na 

na 

na 

na 

na 

na 

0.00% 



City of Carmel-by-the-Sea 
Property Tax Levies and Collections 

Last Ten Fiscal Years 

Fiscal 

Year 
Ended Total Tax Current Tax 
June 30 

2010 
2011 

2012 
2013 

2014 
201 5 
2016 

2017 
2018 
2019 

Levy 

4,1 89,288 
4, 1 57,789 

4,571,481 
4,652,176 

4,881,534 
5,127,974 
5,598,743 

5,825,889 
6,192,126 

6,52°1,331 

Collections 1 

4,004,959 
3,970.688 

4,402.336 
4 .. 601.,002 

4 .. 764 .. 377 
5,010,031 
5,453,176 

5,674,416 
6,049,707 

6,374,271 

Percent Supplemental 
of Levy Tax 

Collected Collections 

95.6% 45,834 
95.5% 57,222 

96.3% 58,5 18  

98.9% 68,734 

97.6% 93,380 

97.7% 95,355 

97.4% 117,309 

97.4% 106,567 

97.7% 124,505 

97.7% 124,505 

Total Tax Col lect ions 

Source: 

7 
v, 

6 � 
5 

4 

3 

2 

201 0  20! 1 201 2  201 3 

County of Monterey Auditor-Controller's Office 

City of Cannd- by--the-Sea Finanrn Department 

201 4  201 5 201 6  
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Table 8 

Delinquent 
Tax Totc1l 

Collec tions Collections 

209,176 4,259,969 
192,080 4,219,991 
1'.-\8,384 4,599,238 
93,605 4,763,341 
90,301 4,948,057 
73,000 5,178,385 
74,547 5,645,032 
80,397 5,861,380 
76,128 6,250,341 
76,128 6,574,905 

201 7 201 8  201 9  



City of Carmel-by-the-Sea 
Ratios of Outstanding Debt By Type 

Last Ten Fiscal Years 

Fiscal Year Pension Lease 
Ending Obligation Revenue 
June '.SO Bonds Bonds 

2010 $ $ 7,680,000 

2011 7,575,000 

2012 6,280,000 7,295,000 

20] 3 6,165,000 7'°10,000 

2014 3,585,000 6,725,000 

2015 5,005,000 6A35,ooo 

2016 4,420,000 6,140,000 

201 7 3,82.5,000 5,840,000 

2018 3,220,000 5,530,000 

2019 2,605,000 5,215,000 

Source: City of Carmel- by-the -Sea Finance Deparhnent 
Demographics from Table 1 6  

NGEN 
Public Safety 
Joint Agree 

$ 370,747 $ 
360,054 

336,050 

320,375 

303,366 

26:1,625 

246,246 

227,141 

207,281 

186,511 

Table 11 

Governmental Activities 
Fire Total Median Percentage Debt 

Capital Outstanding Household of Household Population per 
Lease Debt Income Incon1e Capita 

436,329 $ 8,487,076 $ 74,489 0.88% 3,731 $ 2,275 

465,566 8,400,620 76,463 0.91% 3,766 2,231 

344,131 14,255,181 72,582 0.51% 3 .. 807 3,744 

349,372 13,844,747 71,719 0.52% 3,840 ?,,605 
137,387 10,750,753 62,460 0.58% 3,867 2,780 

11,704,625 74,758 0.64% 3,886 3,012 

10,806,246 81,607 0.76% 3,903 2,769 

9,892,141 87,532 0.88% 3,897 2,538 

8,957,281 87,532 0.98% 3,897 2,299 

8,006,511 87,532 1 .09% 3,987 2,008 
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City of Carmel-by-the-Sea 
Computation of Direct and Overlapping Debt 

June 30, 2019 

2018--201 9 Assessed Valm· 

DIRECTAND OVERLAPPING TAX AND ASSESSMENT DEBT: 
Monterey Pernnsula Community College District 
Carmel Unified School District 

Total Direct and Overlapping Tax and Assessment Debt 

DIRECT AND OVERLAPPING GENERAL FUND DEBT: 
Monterey Cm.mty Genera! Fund Obligations 
Monterey County Judgment Obligations 
City of Carmel-1,y-the-Sea General Fund Obligations 
City of Cannel-by-the-Sea Pension Obligation Bonds 

Total Cross Direct and Overlapping General Fund Debt 
Less: Monterey County supported obliga tions 

TOT AL NET DIRECT AND OVERALA PPING GENERAL FUND DEBT 

TOTAL DIRECT DEBT 
TOTAL GROSS OVERLAPPING DEBT 
TOT AL NET OVERLAPPING DEBT 

GROSS COMBINED TOTAL DEBT 2 

NET COMBINED TOTAL DEBT 

Notes: 

$ 4,247,352,806 

$ 

$ 

Total Percentage 
Debt Applicable 

Outstanding to City (l) 

124,803,522 11 .648% 
23,738,445 23.890% 

148,541,967 

161,193,744 6.365% 
1,415,000 6.365% 
5,215,000 100.000% 
2,605,000 100.000% 

(1) The percentage of overlapping debt applicable to the City is estimated using taxable assessed property value. Applicable 
percentages were estimated by determining the portion of the overlapping district's assessed value that is within the boundaries of 
the City divided by the district's total taxable assessed value. 

(2) Excludes tax and revenue anticipation notPs, enterprise revenue, mortgage revenue, and tax allocation bonds and non-bonded 
capital lease obligations. 

Ratios to 2018--19 Assessed Valuation: 
Direct Debt 
Total Direct and Overlappi..r;g Tax cmd Assessment Debt 
Total Dired Debt ($8,750,000) 
Gross Combined Total Debt 
Net Combined Total Debt 

Source: MuniServices, I.LC 
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0.48% 
0.18% 
0.90% 
0.84% 

TABLE 13 

Amount 
Applicable 

to City 

$ 14,537,11 4  
5,671 ,115 

$ 20,208,229 

10,259,982 
90,065 

5,215,000 
2,605,000 

18,170,047 
2,552,3:)3 

$ 15,617,694 

$ 72,820,000 

$ 30,558,276 

$ 28,005,923 

$ 38,378,276 

$ 35,825,923 



City of Carmel-by-the-Sea 
Legal Debt Margin Information 
Last Ten Hscal Years 

2010 2011 2012 2013 2014 

TABLE 14 

2015 2016 2017 2018 2019 

Debt lintit $ 11 1,360,734 $ 109,513,862 $ 110,217,979 $ 113,639,640 $ 119,277,148 $ 125, 125,115 $ 134,841,947 $ 142,220,214 $ 1 50,933,410 $ 159,275,730 

Total net debt appJ_ica ble to limit 

Legal debt margin $ 111,360,734 $ 109,513,862 $ 110,217,979 $ 113,639,640 $ 119, 277,148 $ 125,1 25,115 $ 134,841,947 $ 142,220,214 $ 150,933,410 $ 159,275,730 

Total net debt apphca ble to the limit 

as a percentage of debt liJ:n lt 

Notes: 

1.l .00�� 0.00% 

California Government Code, Section 43605, sets the debt limit at 1 5% of 
tlw total assess,0d valuation of all r<>al personal property withi11 the cily, 
wht'n assess,,d values were al 25% of full market value>. This has changed 
to 100% of full market value, with the rate adjusti11g to I/ 4 of 1 5% .  

Source: City of Carmel by tlw Sea Finance Department 

a.om� 0.00% 0.00% 
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0.00% 0.00�� 0.00% 

Legal Debt Margin Calculation For Fiscal Year 2018-19: 

Total assess,,d value 

Debt limit (3.75% of total assessed value) 

Debt applicable to liJ:nit: 

General obligation bonds 

Less: Amount avaiJab!e in debt s;,rvice fond 

for repayment of bonds 

Total net debt applicable to limit 

Legal debt margin 

0.00% 0.00% 

$ 4,247,352,806 

1 59,275,730 

$ 159,275,730 



City of Carmel-by-the-Sea 
Pledged-Revenue Coverage 

Last Ten Fiscal Years 

Sunset Center CertiJicates of Participation 
General City RPvenues 
Less: operating expenses 
Net available revenue 
Debt service: 

Principal 
lnterest 

Tola! 
Coverage 

Pension Obligation Bonds 
General City Revenues 
Less: opera ling expenses 
Net available revenue 
D£.•l,t serv in_• : 

Principal 
Interest 

2010 

$ i2,411,782 $ 

(1 2,170,1 16) 
2'11,666 

205,000 
362,515 
567,515 

0.43 

NA 

NA 

2011 20[2 2013 

] 2,830,497 $ 13,216,046 $ !5,932,161 $ 

(12,4 81,658) (14.648,160) (21 ,259,578) 
348,839 (l/!32,] 14) (5327,417) 

2 ! 0,000 280,000 285,000 
354,837 231,163 225,'163 
564,837 511,163 510,463 

0.62 (2.80) (10.44) 

NA NA $ ] 5,932,161 $ 

(21,259,578) 
(5,327,417) 

NA NA 1 1 5,000 
57,848 

TABLE 1 5  

2014 2015 2016 2017 2018 2019 

19,1 95,290 $ 2 1,B9,081 $ 22,406,471 $ 21,653.778 $ 23,167,967 $ 24,061, 114  

(15,512,429) (l 6,332,293) (17,552,771) (18,716,522) (19,407, ! 05) (20,069,662) 
3,682,861 4,806,788 4 .. 853,700 2,937,2.56 3,760,862 3,99l,452 

285,000 290,000 295,000 300,000 310,000 315,000 
219,763 21 3,963 208,063 202,063 198,188 190,375 
.504,763 503,963 503,063 502,063 508,188 505,375 

7.30 9.54 9.65 5.85 7.40 7.90 

19,195.290 $ 21,139,081 $ 22,406,471 $ 21,65'..\,773 � 23,167,967 $ 24,061 ,1 1 4  
(15,512.429) (16,332,293) -1 7.55 2, 771 (18,716,.522) (19,407,105) (20,069,662) 

3,682.861 4,306.,788 4,853,700 2,937,256 3,760,862 3,991,452 

580,000 580,000 585,000 595,000 605,000 615,000 
1 22,593 118,243 11 2,443 105,l 31 96,206 85,120 -�--��--��--��--��--��-�--��-�-�--��--��--��--��--��-�--��--��--��-- ��--��-

Total 
Coverage 

Combi.rwd coverage NA 0.62 

Details regarding the city's outstanding debt can b0 fom,d in the notes to the 
financial statements_ Operating expenses do not include interest or depreciation-

Source: City of Carmel-by-the-Sea Finance Department 

172,848 702,593 

(30.82) 5 24 

(4.20) (7.80) 3.05 
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698.243 697,443 700,Bi 701,206 700,1 20 
6.88 6.96 4.20 4.91 5.70 

4.00 4.04 2.44 2.85 3.3l 



City of Carmel-by-the-Sea 

Demographic and Ernnomic Statistics 

Last Ten Fiscal Years 

Fiscal Year Median 
Ended Unemployment Household 
June 30 Population Rate lncome 

2010 3,731 2.30% $ 

2011 3,766 2.40% <;; 
i.JJ 

2012 3,807 2.20% $ 

2013 3,840 1.90% $ 

2014 3,867 1.60% $ 

201 5 3,886 1.40% $ 

2016 3,903 1 .30% $ 

2017 3,897 1 .20% $ 

2018 3,897 1 .10% $ 

20"1 9 3,987 0.10% '.ii 

Per 

�·:, ]D.000 

Notes: 

A For calendar year ending during the fiscal year. 

B Total Personal Income is presented ln thousands. 

Source: 
1 California Department of Finance 

74,489 

76,463 

72,582 

71,719 

62,460 

74,758 

81,607 

87,532 

87,532 

87,532 

.20)_ 3 

2 Ca lifornia Employment Devdopment Department 

Per Capita 
Family 

Income0 

$ 65,461 

$ 56,172 

$ 48,062 

$ 46,391 

$ 45,928 

$ 49,425 

$ 51 ,778 

$ 57,307 

$ 57,307 

$ 57,307 

3 U.S. Department of Commerce, Bureau of Economic Analysis 
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TABLE 16 

% of Population % of Population 
Median 25+ with High 25+ with 

Age School Diploma Bachelor's Degree 

56.5 97.70% 66AO% 

57.4 97.40% 63.30% 

56.3 96.90% 58.50% 

53.9 96.60% 60.80% 

55.1 95.70% 57.60% 

54.3 97.30% 58.60% 

53.1 97.30% 63.70% 

55.8 96.90% 64.70% 

55.8 96.90% 64.70% 

55.8 96.90% 64.80% 

2017 2018 20 .1 9  



City of Carmel-by-the-Sea 
Principal Employers 
Current Year and Nine Years Ago (l) 

Number of 

Employer: 

Carmel Realty 

City of Carmel-by-the- Sea 

Cypress Jnn/Terry's Lounge 

La Playa Hotel 

Casanova 

Dametra 

Catinetta Luca 

Auberge 

Forge in the Forest 

Bruno's Market 

Totals 

Total employment 

Employees 

100 

87 

80 

73 

60 

50 

41 

40 

36 

33 

500 

1,700 

2019 

Rank 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Fiscal Year Ended June 30 

Percentage 

of Total NumbPr of 

Employrnent Employees 

5 .88 %  na 

5. 12% na 

4.71 % na 

4.29% na 

3.53% na 

2.94% na 

2.41 % na 

2.35% na 

2.12% na 

1.94% na --------- ·---------
35.29% 

2010 

Rank 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na 

TABLE 17 

Percentage 

of Total 

E mployment 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na ---------

Notes: This is the second year that the City is including a statistical section. Due to the small size of the City, employee counts for prior 

years were not available through a database or third party. F'rior year information will be included as the City 

reports this information in forthcoming years. 

Source: City of Carmel--by-the-Sea Finance Department 
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City of Carmel-by-the-Sea 
Number of City Employees by Depaliment 

Last Ten Fiscal Years 

2010 2011 2012 

Departments: 

General Government 12.5 8.0 9.8 

Public Safety 34.8 33.1 31.7 

Public Works 15A 15.4 14A 

Community Activi ties 1 .1  1 . 1  1 .1  

Library 1 0.7 10.7 11 .3 

Community Plng. and Bldg. 6.0 7.5 6.0 

Totals 80.5 75.7 Tt2 

·rota �  

1 0() 

Source: City of Carmel- by-the-Sea Finance Departm(-mt 

2013 2014 2015 

10.8 10.7 1 8.2 

27.0 28.0 28.8 

13.2 13.9 14.0 

1 .2 1 .4 1 . 7  

10.4 11 .7 11 .6 

9.7 10.0 7.0 

72.2 75.7 81.3 

ot 
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20l 6 201 7 

17.6 18.6 

30. 7  30.7 

18.0 21.0 

1 .7 1.5 

12.4 12.4 

7.0 7.0 

87.4 91.2 

2018 

16.2 

31 .7  

21.0 

l A  

12.S 

9.0 

92.1 

TABLE 'IS 

2019 

15.7 

32.0 

21.0 

1 .5 

14.0 

9.0 

93.1 



City of Carmel-by-the-Sea TABLE 19 
Operating Indicators By Function 

Last Ten Fiscal Years 

2010 2011 201 2 2013 2014 2015 201 6 201 7 2018 2019 

Function: 

Police 

Calls for service '16,437 14,867 13,232 10,889 10,023 14,813 14,360 13,701 12,674 13,252 

Fire 

Calls for service na na 742 648 759 851 925 856 843 1,006 

Inspections na na 321 645 725 822 636 346 504 1 12  

Public Works 

Potholes patched 18 52 25 

Tree permits Issued 166 90 

Calls for service 300 250 500 

Road asphalt used 48 34 

Trees planted 60 32 82 82 

Library 

Circulation of library materials 110,707 109,350 1 50,280 155,630 153,227 140,848 1 1 4,137 106,976 99,802 1 04,456 

Rdercncc questions 38,426 28,539 32,512 33,176 37,010 24,318 20,233 1 9,252 16,276 15,789 

Community Activities 

Special Event permits na na na na 39 45 30 81 75 42 

Community Development 

Building Permits 301 333 306 286 340 500 422 416 580 590 

Architectural Approvals 247 211 234 305 273 466 524 468 440 452 

Administration 

Business Licenses (All businesses) 1 001 1058 1 132 1208 1 280 1350 1472 1615 1836 2187 

Public Records Requests (Calendar Yr) na na na 83 143 147 127 160 184 187 

Source: City of Carmel-by-the-Sea Departments 
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City of Carmel-by-the-Sea 
Capital Asset Statistics By Function 

Last Ten Fiscal Years 

Function: 

General GovPrnn1ent 

Number of buildings 

Public Safety 

Police 

Stations 

Parking meters 

Fire stations 

Public Works 

Miles of paved streets 

Parking lots 

Fleet Vehicles (City-wide) 

Recreation 

Parks 

Playgrounds 

Tennis courts 

Library 

Library facilities 

2010 

1 

1 

3 

1 

27 

3 

43 

10 

2 

2 

Source: City of Carrncl-·by-the--Sea Departments 

201 ] 

1 
•) . ,  

27 

3 

43 

1 0  

1 

2 

2 

2012 

1 

3 

27 

3 

43 

1 0  

1 

2 

2 

2013 

1 

3 

27 

3 

43 

lO 

2 

2 

Page 1 27 

2014 

1 

1 1  

1 

27 

3 

43 

10 

1 

2 

2 

2015 

1 

1 

1 

1 

27 

3 

43 

10 

1 

2 

2 

201 6 

1 

27 
'> 
�) 

43 

1 0  

2 

2 

201 7 

1 

1 

1 

27 

3 

10 

2 

2 

TABLE 20 

201 8 

1 

27 

3 

43 

10 

1 

2 

2 

2019 

27 

3 

45 

10 

1 

2 

2 
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CHAVAN & AS S OC IATES , L L P  

CERTI F I ED  P U B LIC ACCOUNTANTS 

I NDE PE NDE NT AUD ITOR 'S  R E PORT ON I NTE R NAL CONTROL OVE R  F I NANC I AL 
RE PORTI NG AND ON COM PL I ANCE AND OTH E R  M AnT RS BASE D ON AN  AUDIT  OF 

F I NANC IAL  STATE M E NTS P ER FOR M E D  I N  ACCORDANCE W ITH 
GOVE RNM E NT AUDITI NG STANDARDS 

To the Honorabl e  Mayor and Members of the 
City Counci l of the C ity of Carrnel-By-The-Sea 

Carmel --by-the-Sea, Cal ifornia 

We  have audited, i n  accordance with auditi ng standards general ly accepted i n  the U nited States of 
A merica and the standards appl i cable to fi nancial audits contained i n  Govermrent Auditi ng 
Standards i ssued by the Comptrol ler General of the U nited States, the fi nancial statements of the 
City of Carmel-By-The-Sea (the "City") as of and for the year ended J une 30, 201 9, and the related 
notes to the fi nanci al statements, which col lectively compri se the City' s basic  fi nancial statements, 
and have i ssued our report thereon dated December 20, 201 9. 

I nternal Control over F i nancial Reporti ng 

I n  planning and performing our audit of the fi nancial statements, we considered the City' s i nternal 
control over fi nancial reporting ( i ntemal control) to determine the audit procedures that are 
appropriate i n  the ci rcmnstances for the puq::ose of expressi ng our opi nions on the fi nancial 
statements, but not for the purpose of expressi ng an opi nion on the effectiveness of the City' s 
i nternal control . Accordi ngly, we do not express an opi nion on the effectiveness of the City l s 
i nternal control . 

A deficiency i n  i nternal control exi sts when the design or operation of a control does not al lOJ11 
management or employees i n  the normal course of performing thei r assigned functions, to prevent, 
or detect and correct mi sstatement,; on a timely basi s. A 1mterial weakness i s  a defi ciency, or a 
combi nation of defi ci end es, i n  i nternal control , such that there i s  a reasonabl e possi bi l ity  that a 
rnateri al mi sstatement of the entity' s fi nancial statements wi I i  not be pre.tented, or detected and 
corrected on a timely basis. A significant defici ency is a defi ciency, or a combination of defi ciencies, 
i n  i nternal control that i s  less severe than a material weakness, yet i mportant enough to merit 
attention by those charged with governa11ce. 

Our consi deration of i nternal control over fi nancial reporting was for the l imited purpose described 
i n  the fi rst paragraph of thi s  section and was not designed to identify al l deficiencies i n  i nternal 
control over fi nancial reporti ng that might be material weaknesses or significant defici encies. G iven 
these l i mitations, duri ng our audit we did not i dentify any defici encies in i nternal control over 
fi nancial reporti ng that we consi der to be material weaknesses. HONever, n-aterial weaknesses rray 
exi st that have not been identified. 

Compl iance and Other M atters 

As part of obtaini ng reasonable assurance about whether the City' s financial statements are free of 
rnaterial mi ssta.ternent, we perforn,ed tests of its compl iance with certai n provi sions of laws, 
regulations, contracts, and grant agreements, noncompl iance with which could have a di rect and 
material effect on the determination of fi nancial staten,ent amounts. HOJ11ever, providi ng an opi nion 
on compl iance with those provi sions was not an oqjective of our audit, and accordi ngly, we do not 

1 475 S aratoga Ave , S uite 1 80, S an J ose ,  CA 95 1 29 
Te l :  408-2 1 7-8749 · E --Fax: 408--872-41 59 
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CHAVAN & AS S OC IATES , L L P  

CERTI F I ED  P U B LIC ACCOUNTANTS 

express such an opi nion. The results of our tests di scl osed no i nstances of noncompl iance or other 
rratters that are requi red to be reported under G overnrrent Auditi ng Standards. 

Pu rpose of thi s  Report 

The purpose of thi s report is solely to describe the scope of our testi ng of i nternal control and 
compl iance and the results of that testi ng, and not to provide an opi nion on the effectiveness of the 
entity' s i nternal control or on compl iance. Thi s reix>rt i s  an i ntegral part of an audit perfonned i n  
accordance with Governrrent Auditi ng Standards i n  consi deri ng the entity' s i nternal control and 
compl iance. Accordi ngly, thi s comrrunication is not suitable for any other purpose. 

/? .
. . ' .  ,(. fl_. � l}< I \;  

December 20, 201 9 
SanJ ose, Cal ifornia 
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APPENDIX B 

GENERAL INFORMATION ABOUT THE CITY OF CARMEL-BY-THE-SEA 
AND THE COUNTY OF MONTEREY 

The following information concerning the County of Monterey (the "County'? and the City 
of Carmel-by-the-Sea (the "City'? is included only for the purpose of supplying general information 
regarding the region in which the City is located. The Bonds are not a debt of the County, the 
City, the State of California (the "State'? or any of its political subdivisions, and neither the County, 
the City, the State nor any of its political subdivisions is liable therefor. Certain information relating 
to employment, income and taxable transactions to be released for 2020 can be expected to be 
materially different from the historical figures set forth in this APPENDIX B. See "BOND 
OWNERS' RISKS - Dependence on Tourism; COVID-1 9  Pandemic. " 

General 

The City. The City is located about 120 miles south of San Francisco and had a 2020 
population of approximately 3,949. The City operates under a council-administrator form of 
government, with a five-member city council elected at large for overlapping four-year terms. The 
main sources of general governmental fund type revenues are transient occupancy taxes, 
property taxes, and sales taxes. 

The County. The County borders the Pacific Ocean almost at the midpoint of the 
California coastline, approximately 130 miles south of San Francisco and 240 miles north of Los 
Angeles and was incorporated in 1850 as one of the State's original 27 counties. The County 
covers an area of approximately 3,300 square miles, with a population in excess of 440,000. 
Agriculture, tourism and government are major contributors to the County's economy. The 
Salinas Valley, located in the eastern portion of the County, is a rich agricultural center and one 
of the nation's major vegetable-producing areas. The Monterey Peninsula, famed for its scenic 
beauty, is a year-round tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill, Poppy Hills 
and The Links at Spanish Bay are well known Monterey Peninsula golf courses. The Monterey 
Bay Aquarium and the amenities within the City are other attractions that draw tourists to the 
Monterey Peninsula. 
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Population 

The following table lists population estimates for the City, the County and the State for the 
last five years, as of January 1 each year. 

CITY OF CARMEL-BY-THE-SEA, COUNTY OF MONTEREY, STATE OF CALIFORNIA 
Population Estimates 

As of January 1, 2016 through 2020 

City of Monterey State of 
Year Carmel-by-the-Sea County California 
2016 3,896 435,400 39, 131,307 
2017 3,915 438,723 39,398,702 
2018 3,920 439, 193 39,586,646 
2019 3,939 441,304 39,659,376 
2020 3,949 441, 143 39,782,870 

Source: California Department of Finance, Demographic Research Unit. 
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Industry and Employment 

The City is part of the Salinas Metropolitan Statistical Area ("MSA"), which is comprised 
of Monterey County. The unemployment rate in the Monterey County was 9.4 percent in August 
2020, down from a revised 12.0 percent in July 2020, and above the year-ago estimate of 4.2 
percent. This compares with an unadjusted unemployment rate of 11.6 percent for California and 
8.5 percent for the nation during the same period. 

The unemployment rate in the City was 0.2% in August 2020 (and has averaged less than 
0.4% historically back to at least 2010), which is significantly lower than for the County or the MSA 
area as a whole. 

SALINAS MSA 
Civilian Labor Force, Employment and Unemployment 

Calendar Years 2015 through 2019 
March 2019 benchmark 

201 5 201 6 201 7 2018 2019 

Civilian Labor Force (1 ) 218,800 220,400 219,900 224, 100 222,500 
Employment 201, 100 203,800 204,200 210,000 208,700 
U nemployment 17,600 16,700 15,700 14,000 13,800 
U nemployment Rate 8.1% 7.6% 7.2% 6.3% 6.2% 
Wage and Salary Em1:2loyment: (2) 

Agriculture 53,000 53,700 53,200 55,700 54,700 
Mining and Logging 300 200 200 300 300 
Construction 5,200 5,900 6,000 6,500 6,500 
Manufacturing 5,500 5,400 5,600 5,400 5,300 
Wholesale Trade 5,300 5,400 5,600 5,900 5,800 
Retail Trade 16,400 16,600 16,400 16,800 16,800 
Transportation, Warehousing, Utilities 4,300 4,300 4,100 4,000 4,200 
Information 1,300 1, 100 1, 100 1,000 1,000 
Financial Activities 4,100 4,200 4,300 4,500 4,400 
Professional and Business Services 12,800 13,400 13,200 13,900 14,800 
Educational and Health Services 18,400 18,600 19,700 20, 100 20,400 
Leisure and Hospitality 23,400 24,300 24,500 25,400 26,200 
Other Services 5,000 5,200 5,200 5,100 5,100 
Federal Government 5,100 5,100 5,100 5,000 5,200 
State Government 5,700 5,800 5,700 5,700 5,600 
Local Government 20,300 21,000 22,500 23,800 23,800 
Total, All Industries (3) 186, 100 190,200 192,400 198,800 200,000 

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

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

(3) Totals may not add due to rounding. 
Source: State of California Employment Development Department. 
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Principal Employers 

The following table lists the principal employers within the City for Fiscal Year 2018-19. 
The top employer accounts for approximately 5.88% of employment, and the top 10 employers 
cumulatively account for approximately 35% of employment. The City is also close to employment 
centers in the cities of Monterey, Seaside, Marina and Salinas. 

CITY OF CARMEL-BY-THE-SEA 
Principal Employers 
Fiscal Year 2018-19 

Employer Name 
No. of 

Employees 
Carmel Realty 
City of Carmel-by-the-Sea 
Cypress I nn!T erry's Lounge 
La Playa Hotel 
Casanova 
Dametra 
Catinetta Luca 
Auberge 
Forge in the Forest 
Bruno's Market 

Source: City of Carmel-by-the-Sea. 

B-4 

100 
87 
80 

73 
60 

50 

41 
40 
36 

33 



The following table lists, in alphabetical order, the largest manufacturing and non
manufacturing employers within the County as of September 2020. 

Employer Name 
Al Pak Labor 
Azcona Harvesting 
Bud of California 
Carol Hatton Breast Care Ctr 
Casa Palmero At Pebble Beach 
County-Monterey Behavioral 
Fort Hunter L iggett Military 
Growers Co 
Hilltown Packing Co 
Mann Packing Co 
Middlebury Institute-Intl 
Misionero Vegetables 
Monterey County Social Svc Dpt 
Monterey Peninsula College 
Natividad Medical Ctr 
Natividad Medical Ctr 
Ord Community Commissary 
Pebble Beach Co 
Pebble Beach Co 
Premier Raspberry LLC 
Quality Farm Labor 
R C  Packing 
Salinas Valley Meml Healthcare 
US Defense Manpower Data Ctr 
Valley Harvesting 

COUNTY OF MONTEREY 
Major Employers 

As of September 2020 
(In Alphabetical Order) 

Location 
Soledad 
Greenfield 
Soledad 
Monterey 
Pebble Beach 
King City 
Joi on 
Salinas 
Salinas 
Salinas 
Monterey 
Gonzales 
Salinas 
Monterey 
Salinas 
Salinas 
Seaside 
Pebble Beach 
Pebble Beach 
Royal Oaks 
Gonzales 
Gonzales 
Salinas 
Seaside 
Greenfield 

Industry 
Fruits & Vegetables-Wholesale 
Harvesting-Contract 
Fruits & Vegetables-Growers & Shippers 
Clinics 
Hotels & Motels 
Health Services 
Military Bases 
Fruits & Vegetables & Produce-Retail 
Harvesting-Contract 
Fruits & Vegetables-Growers & Shippers 
University-College Dept/Facility/Office 
Fruits & Vegetables-Growers & Shippers 
Government Offices-County 
Junior-Community College-Tech Institutes 
Hospitals 
Medical Centers 
Military Bases 
Resorts 
Resorts 
Grocers-Wholesale 
Labor Contractors 
Packing & Crating Service 
Health Care Management 
Government Offices-Us 
Crop Harvesting-Primarily By Machine 

Source: State of California Employment Development Department, extracted from The America's Labor Market Information System 
(ALMIS) Employer Database, 2020 1st edition. 
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Effective Buying Income 

"Effective Buying Income" is defined as personal income less personal tax and nontax 
payments, a number often referred to as "disposable" or "after-tax" income. Personal income is 
the aggregate of wages and salaries, other labor-related income (such as employer contributions 
to private pension funds), proprietor's income, rental income (which includes imputed rental 
income of owner-occupants of non-farm dwellings), dividends paid by corporations, interest 
income from all sources, and transfer payments (such as pensions and welfare assistance). 
Deducted from this total are personal taxes (federal, state and local), nontax payments (fines, 
fees, penalties, etc.) and personal contributions to social insurance. According to U.S. 
government definitions, the resultant figure is commonly known as "disposable personal income." 

The following table summarizes the total effective buying income for the City, the County, 
the State, and the United States for the period 2016 through 2020. 

Year 

2016 

2017 

2018 

2019 

2020 

CITY OF CARMEL-BY-THE-SEA, MONTEREY COUNTY, 
STATE OF CALIFORNIA AND UNITED STATES 

EFFECTIVE BUYING INCOME 
As of January 1, 2016 through 2020 

Total Effective 
Buying Income 

Area (OOO's Omitted) 

City of Carmel-by-the-Sea $172,905 
Monterey County 8,776,830 
California 981,231,666 
United States 7,757,960,399 

City of Carmel-by-the-Sea $169,578 
Monterey County 9,535,558 
California 1,036, 142,723 
United States 8,132,748,136 

City of Carmel-by-the-Sea $209, 107 
Monterey County 10,045,200 
California 1,113,648,181 
United States 8,640,770,229 

City of Carmel-by-the-Sea $236,046 
Monterey County 10,807,771 
California 1, 183,264,399 
United States 9,017,967,563 

City of Carmel-by-the-Sea $241,009 
Monterey County 11, 10,302 
California 1,243,564,816 
United States 9,487, 165,436 

Median Household 
Effective 

Buying Income 

$58,219 
50,389 
53,589 
46,738 

$58,333 
52,802 
55,681 
48,043 

$72, 147 
56,609 
59,646 
50,735 

$75,412 
60,275 
62,637 
52,841 

$79,069 
65,078 
65,870 
55,303 

Source: The Nielsen Company (US), Inc for years 2015 through 2018; Claritas, LLC for 2019 and 2020. 
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.Commercial Activity 

A summary of historic taxable sales within the City and the County during the past five 
years in which data is available is shown in the following tables. 

Total taxable sales during the first quarter of calendar year 2020 in the City were reported 
to be $28,842,359, a 35.62% decrease in total taxable sales of $44,799,383 reported during the 
first calendar year 2019. 

2015 
2016 
2017 
2018 
2019 

CITY OF CARMEL-BY-THE-SEA 
Taxable Retail Sales 

Number of Permits and Valuation of Taxable Transactions 
Calendar Years 2015 through 2019 (Dollars in Thousands) 

Retail Stores Total Al l Outlets 

Number Taxable Number Taxable 
of Permits Transactions of Permits Transactions 

450 $193,736 630 $209,278 
441 194,828 620 208,069 
431 208,480 595 222,268 
429 215,666 601 228,627 
419 204,624 595 217,740 

Source: State Board of Equalization. Taxable Sales in California (Sales & Use Tax) for years 2015-2016. 
State Department of Tax and Fee Administration for year 2017-2019. 

Total taxable sales during the first quarter of calendar year 2020 in the County were 
reported to be $1,365,125,700, a 13.10% decrease in the total taxable sales of $1,570,948,912 
reported during the first quarter of calendar year 2019. 

2015(1 ) 
2016 
2017 
2018 
2019 

COUNTY OF MONTEREY 
Taxable Retail Sales 

Number of Permits and Valuation of Taxable Transactions 
Calendar Years 2015 through 2019 (Dollars in Thousands) 

Retail Stores Total Al l Outlets 

Number Taxable Number Taxable 
of Permits Transactions of Permits Transactions 

7,240 $4,548,935 11,437 $6,454,359 
7,352 4,714,130 11,657 6,716,141 
7,544 4,891,626 11,959 6,939,334 
7,666 5,112,856 12,490 7,339,237 
7,725 5,123,077 12,816 7,405,525 

Source: State Board of Equalization . Taxable Sales in California (Sales & Use Tax) for years 2015-2016. 
State Department of Tax and Fee Administration for year 2017-2019. 
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Construction Activity 

Construction activity in the City and the County for the past five years for which data is 
available is shown in the following tables. 

Permit Valuation 
New Single-family 
New Multi-family 
Res. Alterations/Additions 

Total Residential 

New Commercial 
New Industrial 
New Other 
Com Alterations/Additions 

Total Nonresidential 

New Dwel l ing Un its 
Single Fami ly 
Multiple Fami ly 

TOTAL 

CITY OF CARMEL-BY-THE-SEA 
Building Permit Valuation 

For Calendar Years 2015 through 2019 
(Dollars in Thousands)!1> 

2015  

$4,602.4 
0.0 

1 1 ,458.7 
1 6,06 1 . 1  

0.0 
0.0 

806.7 
3,231 .8 
4,038.5 

7 
Q 
7 

201 6 

$2,695.0 
1 ,500 .0 

1 2,429. 1  
1 6 ,624 . 1  

0 .0  
0 .0  

641 .4 
3,8 1 1 .2 
4,452 .6 

6 
i 
8 

2017 

$4,087.0 
0.0 

1 1 ,688.7 
1 5 ,775.7 

0.0 
0.0 

349.3 
1 ,802 .5 
2 , 1 5 1 .8 

9 
Q 
9 

(1) Totals may not foot due to rounding. 
Source: Construction Industry Research Board, Building Permit Summary. 

Permit Valuation 
New Sing le-fami ly 
New Multi-family 
Res. Alterations/ Additions 

Total Residential 

New Commercial 
New I ndustrial 
New Other 
Com Alterations/Additions 

Total Nonresidential 

New Dwel l ing U nits 
S ingle Family 
Mu ltiple Family 

TOTAL 

MONTEREY COUNTY 
Building Permit Valuation 

For Calendar Years 2015 through 2019 
(Dollars in Thousands)!1> 

201 5 

$1 1 6 ,703.8 
38 ,947.6 
63,6 1 0.6 

2 1 9,262.0 

62 ,03 1 .5 
4 ,41 8.3 

23 ,91 6.7 
1 32,775. 1 
223, 1 4 1 .6 

374 
258 
632 

2016  

$1 52,257.5 
22,33 1 .7 
67,799.9 

242,389. 1 

66, 1 71 .2 
5,469.5 
8,442.4 

1 1 9,296.0 
1 99,379. 1 

486 
1 1 8  
604 

2017  

$1 65,341 .2 
33,31 8 .9 
73,3 1 7.4 

271 ,977 .5 

62 , 1 56 .5 
8 ,871 .2 
8 ,938.4 

91 ,665.4 
1 71 ,631 .5 

523 
1 78 
701 

(1) Totals may not foot due to rounding. 
Source: Construction Industry Research Board, Building Permit Summary. 

B-8 

201 8 

$6,31 5.4 
3,250.0 

1 8,71 2.5 
28,277.9 

400.0 
0 .0 

1 ,  1 92 .3 
1 ,973.3 
3 ,565.6 

1 0  
� 

1 8  

2018 

$1 99, 1 94.7 
5 1 ,460.6 
88,972.6 

339,627.9 

52,935.5 
4,774.8 

1 9,555.8 
7 1 ,837. 1 

1 49, 1 03.2 

6 1 1 
2 1 2  
823 

2019 

$4,260.5 
0 .0 

1 3,074. 1 
1 7 ,334.6 

5 ,335.0 
0.0 

823.3 
2,841 .0 
8 ,999.3 

8 
Q 
8 

2019  

$142,474 . 1  
23,670.0 
65, 1 96 . 1  

231 ,340 . 1  

54,31 7.0 
2 ,007 . 1  
8,897.4 

1 30,399.8 
1 95,62 1 .3 

574 
1 1 6  
690 



APPENDIX C 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The following is a brief summary of the provisions of the Site Lease, the Lease 
Agreement and the Indenture of Trust relating to the Bonds. Such summary is not 
intended to be definitive, and reference is made to the complete documents for the 
complete terms thereof. 

DEFINITIONS 

Except as otherwise defined in this summary, the terms previously defined in this 
Official Statement have the respective meanings previously given. In addition, the 
following terms have the following meanings when used in this summary: 

"Bond Counsel" means (a) Jones Hall, A Professional Law Corporation, or (b) any 
other attorney or firm of attorneys appointed by or acceptable to the Authority of nationally
recognized experience in the issuance of obligations the interest on which is excludable 
from gross income for federal income tax purposes under the Tax Code. 

"Bond Fund" means the fund by that name established and held by the Trustee 
under the Indenture. 

"Bond Year" means each twelve-month period extending from November 2 in one 
calendar year to November 1 of the succeeding calendar year, both dates inclusive; 
except that the first Bond Year commences on the Closing Date and extends to and 
including November 1, 2021. 

"Business Day" means a day (other than a Saturday or a Sunday) on which banks 
are not required or authorized to remain closed in the state in which the Office of the 
Trustee is located. 

"Closing Date" means the date of original issuance of the Bonds. 

"Escrow Agreement" means the Escrow Agreement dated as of October 1, 2020, 
among the Authority, the City and the U.S. Bank National Association, as escrow agent, 
relating to the refunding and defeasance of the 2010 Bonds in full. 

"Federal Securities" means: (a) any direct general obligations of the United States 
of America (including obligations issued or held in book entry form on the books of the 
Department of the Treasury of the United States of America), for which the full faith and 
credit of the United States of America are pledged; (b) obligations of any agency, 
department or instrumentality of the United States of America, the timely payment of 
principal and interest on which are directly or indirectly secured or guaranteed by the full 
faith and credit of the United States of America. 

"Fiscal Year" means any twelve-month period extending from July 1 in one 
calendar year to June 30 of the succeeding calendar year, both dates inclusive, or any 
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other twelve-month period selected and designated by the Authority as its official fiscal 
year period. 

"Lease Payment Date" means, with respect to any Interest Payment Date, the fifth 
Business Day immediately preceding such Interest Payment Date. 

"Lease Payments" means the amounts payable by the City under the Lease 
Agreement as rental for the Leased Property, including any prepayment thereof and 
including any amounts payable upon a delinquency in the payment thereof, but excluding 
Additional Rental Payments. 

"Leased Property" means the real property described in Appendix A to the Lease 
Agreement, together with all improvements and facilities at any time situated thereon, 
consisting generally of the land and improvements which constitute the Sunset Cultural 
Center. 

"Net Proceeds" means amounts derived from any policy of casualty insurance or 
title insurance with respect to the Leased Property, or the proceeds of any taking of the 
Leased Property or any portion thereof in eminent domain proceedings (including sale 
under threat of such proceedings), to the extent remaining after payment therefrom of all 
expenses incurred in the collection and administration thereof. 

"Office" means such office or offices of the Trustee as designated under the 
Indenture. 

"Owner", when used with respect to any Bond, means the person in whose name 
the ownership of such Bond is registered on the Bond registration books of the Trustee. 

"Permitted Encumbrances" means, as of any time: (a) liens for general ad valorem 
taxes and assessments, if any, not then delinquent, or which the City may permit to remain 
unpaid under Article V of the Lease Agreement; (b) the Site Lease, the Lease Agreement 
and the Assignment Agreement; (c) any right or claim of any mechanic, laborer, material 
man, supplier or vendor not filed or perfected in the manner prescribed by law; (d) the 
exceptions disclosed in the title insurance policy with respect to the Leased Property 
issued as of the Closing Date by Stewart Title Guaranty Company; and (e) easements, 
rights of way, mineral rights, drilling rights and other rights, reservations, covenants, 
conditions or restrictions which exist of record and which the City certifies in writing will 
not materially impair the use of the Leased Property for its intended purposes. 

"Permitted Investments" means any of the following: 

(a) any direct general obligations of the United States of America 
(including obligations issued or held in book entry form on the books 
of the Department of the Treasury of the United States of America), 
for which the full faith and credit of the United States of America are 
pledged. 

(b) obligations of any agency, department or instrumentality of the United 
States of America, the timely payment of principal and interest on 
which are directly or indirectly secured or guaranteed by the full faith 
and credit of the United States of America. 
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(c) Any direct or indirect obligations of an agency or department of the 
United States of America whose obligations represent the full faith 
and credit of the United States of America, or which are rated A or 
better by S&P. 

(d) Bank deposit products and interest-bearing deposit accounts 
(including certificates of deposit) in federal or State chartered savings 
and loan associations or in federal or State of California banks 
(including the Trustee) which may include the Trustee and its 
affiliates, provided that: (i) the unsecured obligations of such 
commercial bank or savings and loan association are rated A or 
better by S&P; or (ii) such deposits are fully insured by the Federal 
Deposit Insurance Corporation or are collateralized by Permitted 
Investments described in clauses (a), (b) or (c) above. 

(e) Commercial paper rated, at the time of purchase, "A-1 +" or better by 
S&P. 

(f) Federal funds or bankers acceptances with a maximum term of one 
year of any bank which an unsecured, uninsured and unguaranteed 
obligation rating of "A-1 +" or better by S&P. 

(g) Money market funds registered under the Federal Investment 
Company Act of 1940, whose shares are registered under the 
Federal Securities Act of 1933, and having a rating by S&P of at least 
AAAm-G, AAAm or AAm, which funds may include funds for which 
the Trustee, its affiliates, parent or subsidiaries receives and retains 
a fee for services provided to the fund, whether as a custodian, 
transfer agent, investment advisor or otherwise, but excluding funds 
with a floating net asset value. 

"Rental Period" means each period during the Term of the Lease Agreement 
commencing on and including November 2 in each year and extending to and including 
the next succeeding November 1, except that the first Rental Period begins on the Closing 
Date and ends on November 1, 2021. 

"Revenues" means: (a) all amounts received by the Authority or the Trustee under 
or with respect to the Lease Agreement, including, without limiting the generality of the 
foregoing, all of the Lease Payments (including both timely and delinquent payments, any 
late charges, and whether paid from any source), but excluding any additional amounts of 
rental which the City may agree to pay to the Authority in connection with the issuance of 
additional obligations of the City at any future date; and (b) all interest, profits or other 
income derived from the investment of amounts in any fund or account established under 
this Indenture. 

"S&P" means S&P Global Ratings, a business unit of Standard & Poor's Financial 
Services LLC, of New York, New York, its successors and assigns. 

"Tax Code" means the Internal Revenue Code of 1986 as in effect on the Closing 
Date or (except as otherwise referenced herein) as it may be amended to apply to 
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obligations issued on the Closing Date, together with applicable proposed, temporary and 
final regulations promulgated, and applicable official public guidance published, under 
said Code. 

"2010 Bonds" means the City of Carmel-by-the-Sea Public Improvement Authority 
2010 Refunding Lease Revenue Bonds issued by the Authority in the aggregate original 
principal amount of $7 ,575,000. 

SITE LEASE 

The Site Lease constitutes an amendment and restatement of prior site leases 
between the City, as lessor, and the Authority, as lessee, under which the City has 
previously leased the Leased Property to the Authority in connection with previous 
financings of the Sunset Cultural Center Project, including the 2010 Bonds. Under the 
Site Lease, the City continues to lease the Leased Property to the Authority in 
consideration of the agreement by the Authority to issue the Bonds and apply the proceeds 
thereof to refund the 2010 Bonds. No further rent payment is due by the Authority for the 
lease of the Leased Property under the Site Lease. The Site Lease is for a term 
commencing on the Closing Date and extending to the date on which no Bonds remain 
outstanding under the Indenture. In the event of any release or substitution of property 
under the Lease Agreement as described below, the description of the property leased 
under the Site Lease will be modified accordingly. 

LEASE AGREEMENT 

Lease of Leased Property; Term 

The Lease Agreement constitutes an amendment and restatement of prior lease 
agreements between the Authority, as lessor, and the City, as lessee, under which the 
Authority has previously leased the Leased Property back to the Authority in connection 
with previous financings of the Sunset Cultural Center Project, including the 2010 Bonds. 
Under the Lease Agreement, the Authority continues to lease the Leased Property back 
to the City, in consideration of the agreement by the City to pay the Lease Payments. The 
Lease Agreement is for a term commencing on the Closing Date and extending to the date 
on which no Bonds remain outstanding under the Indenture. 

Lease Payments 

The City agrees to pay semiannual Lease Payments, subject to abatement as 
described below, as the rental for the use and occupancy of the Leased Property. On 
each Lease Payment Date, the City is obligated to deposit with the Trustee the full amount 
of the Lease Payments coming due and payable on the next Interest Payment Date, to 
the extent required to be paid by the City under the Lease Agreement. Any amount held 
in the Bond Fund, the Interest Account and the Principal Account on any Lease Payment 
Date (other than amounts required for payment of past due principal or interest on any 
Bonds not presented for payment) will be credited towards the Lease Payment then 
required to be paid. 
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Source of Payments; Budget and Appropriation 

The Lease Payments are payable from any source of available funds of the City, 
subject to the provisions of the Lease Agreement relating to abatement. 

The City covenants to take all actions required to include the Lease Payments in 
each of its budgets during the Term of the Lease Agreement and to make the necessary 
appropriations for all Lease Payments and Additional Rental Payments. Such covenant 
constitutes a duty imposed by law and each and every public official of the City is required 
to take all actions required by law in the performance of the official duty of such officials 
to enable the City to carry out and perform the covenants and agreements in the Lease 
Agreement agreed to be carried out and performed by the City. 

Abatement of Lease Payments 

Abatement Due to Eminent Domain. If the Leased Property is taken permanently 
under the power of eminent domain or sold to a government threatening to exercise the 
power of eminent domain, the Term of the Lease Agreement thereupon ceases as of the 
day possession is taken. If less than all of the Leased Property is taken permanently, or 
if the Leased Property is taken temporarily, under the power of eminent domain, then: 

(a) the Lease Agreement shall continue in full force and effect with 
respect thereto and does not terminate by virtue of such taking, and 
the parties waive the benefit of any law to the contrary; and 

(b) the Lease Payments are subject to abatement in an amount 
determined by the City such that the resulting Lease Payments 
represent fair consideration for the use and occupancy of the 
remaining usable portions of the Leased Property. 

Abatement Due to Damage or Destruction. The Lease Payments are also subject 
to abatement during any period in which by reason of damage or destruction (other than 
by eminent domain which is described above) there is substantial interference with the 
use and occupancy by the City of the Leased Property or any portion thereof. The Lease 
Payments are subject to abatement in an amount determined by the City such that the 
resulting Lease Payments represent fair consideration for the use and occupancy of the 
remaining usable portions of the Leased Property not damaged or destroyed. Such 
abatement will continue for the period commencing with such damage or destruction and 
ending with the substantial completion of the work of repair or reconstruction. In the event 
of any such damage or destruction, the Lease Agreement continues in full force and effect 
and the City waives any right to terminate the Lease Agreement by virtue of any such 
damage and destruction. 

Substitution of Property 

The City has the option at any time and from time to time, to substitute other real 
property (the "Substitute Property") for the Leased Property or any portion thereof (the 
"Former Property"), upon satisfaction of all of the following requirements which are 
declared to be conditions precedent to such substitution: 

(a) No Event of Default has occurred and is continuing. 
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(b) The City has filed with the Authority and the Trustee, and caused to 
be recorded in the office of the Monterey County Recorder sufficient 
memorialization of, an amendment of the Lease Agreement which 
adds the legal description of the Substitute Property and deletes 
therefrom the legal description of the Former Property. 

(c) The City has obtained a CL TA policy of title insurance insuring the 
City's leasehold estate under the Lease Agreement in the Substitute 
Property, subject only to Permitted Encumbrances, in an amount at 
least equal to the estimated value thereof. 

(d) The City has certified in writing to the Authority and the Trustee that 
the Substitute Property serves the municipal purposes of the City and 
constitutes property which the City is permitted to lease under the 
laws of the State of California, and has been determined to serve a 
governmental function of the City. 

(e) The Substitute Property does not cause the City to violate any of its 
covenants, representations and warranties made in the Lease 
Agreement. 

(f) The City and the Authority have filed with the Trustee a written 
certificate stating that (a) based on the estimated value of the 
Substitute Property, the remaining Lease Payments constitute fair 
rental value for the use and occupancy of the Substitute Property, 
taking into consideration various factors set forth in the Lease 
Agreement, and (b) the useful life of the Substitute Property at least 
extends to November 1, 2042. 

(g) The City has mailed written notice of such substitution to each rating 
agency which then maintains a rating on the Bonds. 

Upon the satisfaction of all such conditions precedent, the Term of the Lease 
Agreement will thereupon end as to the Former Property and commence as to the 
Substitute Property, and all references to the Former Property will apply with full force and 
effect to the Substitute Property. The City is not entitled to any reduction, diminution, 
extension or other modification of the Lease Payments whatsoever as a result of any 
substitution of property. The Authority and the City will execute, deliver and cause to be 
recorded all documents required to discharge the Site Lease, the Lease Agreement and 
the Assignment Agreement of record against the Former Property and to cause the 
Substitute Property to become subject to all of the terms and conditions of the Site Lease, 
the Lease Agreement and the Assignment Agreement. 

Release of Property 

The City has the option at any time and from time to time to release any portion of 
the Leased Property from the Lease Agreement (the "Released Property") provided that 
the City has satisfied all of the following requirements which are declared to be conditions 
precedent to such release: 
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(a) No Event of Default has occurred and is continuing. 

(b) The City has filed with the Authority and the Trustee, and caused to 
be recorded in the office of the Monterey County Recorder sufficient 
memorialization of, an amendment of the Lease Agreement which 
removes the Released Property from the Site Lease and the Lease 
Agreement. 

(c) The City and the Authority have filed with the Trustee a written 
certificate stating that based on the estimated value of the property 
which remains subject to this Lease Agreement following such 
release, the remaining Lease Payments constitute fair rental value for 
the use and occupancy of such property, taking into consideration 
certain factors set forth in the Lease Agreement. 

(d) The City has mailed written notice of such release to each rating 
agency which then maintains a rating on the Bonds. 

Upon the satisfaction of all such conditions precedent, the Term of the Lease 
Agreement will thereupon end as to the Released Property. The City is not entitled to any 
reduction, diminution, extension or other modification of the Lease Payments whatsoever 
as a result of such release. The Authority and the City shall execute, deliver and cause 
to be recorded all documents required to discharge the Site Lease, the Lease Agreement 
and the Assignment Agreement of record against the Released Property. 

Maintenance, Utilities, Taxes and Modifications 

Throughout the Term of the Lease Agreement, as part of the consideration for the 
rental of the Leased Property, all improvement, repair and maintenance of the Leased 
Property are the responsibility of the City, and the City will pay for or otherwise arrange 
for the payment of all utility services supplied to the Leased Property, which may include, 
without limitation, janitor service, security, power, gas, telephone, light, heating, water and 
all other utility services, and will pay for or otherwise arrange for the payment of the cost 
of the repair and replacement of the Leased Property resulting from ordinary wear and 
tear or want of care on the part of the City or any assignee or sublessee thereof. 

The City shall also pay or cause to be paid all taxes and assessments of any type 
or nature, if any, charged to the Authority or the City affecting the Leased Property or the 
respective interests or estates therein; provided that with respect to special assessments 
or other governmental charges that may lawfully be paid in installments over a period of 
years, the City shall pay only such installments as are required to be paid during the Term 
of the Lease Agreement as and when the same become due. 

The City may, at its expense and in its name, in good faith contest any such taxes, 
assessments, utility and other charges and, in the event of any such contest, may permit 
the taxes, assessments or other charges so contested to remain unpaid during the period 
of such contest and any appeal therefrom unless the Authority notifies the City that, in its 
reasonable opinion, by nonpayment of any such items the interest of the Authority in the 
Leased Property will be materially endangered or the Leased Property or any part thereof 
will be subject to loss or forfeiture, in which event the City shall promptly pay such taxes, 
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assessments or charges or provide the Authority with full security against any loss which 
may result from nonpayment, in form satisfactory to the Authority and the Trustee. 

The City has the right, at its own expense, to make additions, modifications and 
improvements to the Leased Property or any portion thereof. All additions, modifications 
and improvements to the Leased Property will thereafter comprise part of the Leased 
Property and become subject to the provisions of the Lease Agreement. Such additions, 
modifications and improvements may not in any way damage the Leased Property, or 
cause the Leased Property to be used for purposes other than those authorized under the 
provisions of state and federal law; and the Leased Property, upon completion of any 
additions, modifications and improvements, shall be of a value which is not substantially 
less than the value thereof immediately prior to the making of such additions, modifications 
and improvements. The City will not permit any mechanic's or other lien to be established 
or remain against the Leased Property for labor or materials furnished in connection with 
any remodeling, additions, modifications, improvements, repairs, renewals or 
replacements; except that if any such lien is established and the City first notifies or causes 
to be notified the Authority of the City's intention to do so, the City may in good faith contest 
any lien filed or established against the Leased Property, and in such event may permit 
the items so contested to remain undischarged and unsatisfied during the period of such 
contest and any appeal therefrom and shall provide the Authority with full security against 
any loss or forfeiture which might arise from the nonpayment of any such item, in form 
satisfactory to the Authority. The Authority will cooperate fully in any such contest, upon 
the request and at the expense of the City. 

Insurance 

The Lease Agreement requires the City to maintain or cause to be maintained the 
following insurance against risk of physical damage to the Leased Property and other risks 
for the protection of the Bond Owners, the Authority and the Trustee: 

Public Liability and Property Damage Insurance. The City shall maintain or cause 
to be maintained throughout the Term of the Lease Agreement, but only if and to the extent 
available from reputable insurers at reasonable cost in the reasonable opinion of the City, 
a standard commercial general liability insurance policy or policies in protection of the 
Authority, the City, and their respective members, officers, agents, employees and 
assigns. Said policy or policies shall provide for indemnification of said parties against 
direct or contingent loss or liability for damages for bodily and personal injury, death or 
property damage occasioned by reason of the operation of the Leased Property. Such 
policy or policies shall provide coverage in such liability limits and be subject to such 
deductibles as the City deems adequate and prudent. Such insurance may be maintained 
as part of or in conjunction with any other insurance coverage carried by the City, and may 
be maintained in whole or in part in the form of self-insurance by the City, or in the form of 
the participation by the City in a joint powers agency or other program providing pooled 
insurance. The proceeds of such liability insurance must be applied toward 
extinguishment or satisfaction of the liability with respect to which it has been paid. 

If any insurance required pursuant to this provision is provided in the form of self
insurance, the City must file with the Trustee annually, within 90 days following the close 
of each Fiscal Year, a statement of the risk manager of the City or an independent 
insurance adviser engaged by the City identifying the extent of such self-insurance and 
stating the determination that the City maintains sufficient reserves with respect thereto. 
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If any such insurance is provided in the form of self-insurance by the City, the City has no 
obligation to make any payment with respect to any insured event except from those 
reserves. 

Casualty Insurance. The City shall procure and maintain, or cause to be procured 
and maintained, throughout the Term of the Lease Agreement, casualty insurance against 
loss or damage to all buildings situated on the Leased Property, in an amount at least 
equal to the lesser of (a) 100% of the replacement value of the insured buildings, or (b) 
100% of the aggregate principal amount of the Outstanding Bonds. Such insurance shall, 
as nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, 
vehicle damage, smoke and such other hazards as are normally covered by such 
insurance, and shall include earthquake insurance if available at reasonable cost from 
reputable insurers in the judgment of the City. Such insurance may be subject to such 
deductibles as the City deems adequate and prudent. Such insurance may be maintained 
as part of or in conjunction with any other insurance coverage carried by the City, and may 
be maintained in whole or in part in the form of the participation by the City in a joint powers 
agency or other program providing pooled insurance; provided that such insurance may 
not be maintained by the City in the form of self-insurance. The Net Proceeds of such 
insurance shall be applied as provided in the Lease Agreement. 

Rental Interruption Insurance. The City shall procure and maintain, or cause to be 
procured and maintained, throughout the Term of the Lease Agreement, rental interruption 
or use and occupancy insurance to cover loss, total or partial, of the use of any portion of 
the Leased Property constituting buildings or other improvements as a result of any of the 
hazards covered in the insurance required by the casualty insurance described above in 
an amount at least equal to the maximum such Lease Payments coming due and payable 
during any consecutive two Fiscal Years. Such insurance may be maintained as part of 
or in conjunction with any other insurance coverage carried by the City, and may be 
maintained in whole or in part in the form of the participation by the City in a joint powers 
agency or other program providing pooled insurance; provided that such insurance may 
not be maintained by the City in the form of self-insurance. The Net Proceeds of such 
insurance, if any, must be paid to the Trustee and deposited in the Bond Fund, to be 
applied as a credit towards the payment of the Lease Payments allocable to the insured 
improvements as the same become due and payable. 

Recordation and Title Insurance. On or before the Closing Date the City shall, at 
its expense, (a) cause the Site Lease, the Assignment Agreement and the Lease 
Agreement, or a memorandum thereof or thereof in form and substance approved by Bond 
Counsel, to be recorded in the office of the Monterey County Recorder, and (b) obtain a 
CL TA title insurance policy from Stewart Title Guaranty Company insuring the City's 
leasehold estate in the Leased Property, subject only to Permitted Encumbrances, in an 
amount at least equal to the aggregate principal amount of the Bonds. All Net Proceeds 
received under any such title insurance policy shall be applied towards the prepayment of 
the remaining Lease Payments under the Lease Agreement. 

Assignment; Subleases 

The Authority has assigned certain of its rights under the Lease Agreement to the 
Trustee under the Assignment Agreement. The City may not assign any of its rights in the 
Lease Agreement. The City may sublease all or a portion of the Property, but only under 
the conditions contained in the Lease Agreement, including the condition that such 
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sublease not cause interest on the Bonds to become subject to federal or State of 
California personal income taxes. 

Amendment of Lease Agreement 

The Authority and the City may at any time amend or modify any of the provisions 
of the Lease Agreement, but only: (a) with the prior written consent of the Owners of a 
majority in aggregate principal amount of the outstanding Bonds; or (b) without the consent 
of any of the Bond Owners, but only if such amendment or modification is for any one or 
more of the following purposes: 

(a) To add to the covenants and agreements of the City contained in the 
Lease Agreement, other covenants and agreements thereafter to be 
observed, or to limit or surrender any rights or power reserved to or 
conferred upon the City. 

(b) To make such provisions for the purpose of curing any ambiguity, or 
of curing, correcting or supplementing any defective provision 
contained in the Lease Agreement, to conform to the original intention 
of the City and the Authority. 

(c) To modify, amend or supplement the Lease Agreement in such 
manner as to assure that the interest on the Bonds remains excluded 
from gross income under the Tax Code. 

(d) To amend the description of the Leased Property to reflect accurately 
the property originally intended to be included therein, or in 
connection with any substitution or release of property as described 
above. 

(e) To obligate the City to pay additional amounts of rental for the use 
and occupancy of the Leased Property, but only if (A) such additional 
rent payments are pledged or assigned for the payment of any bonds, 
notes or other obligations the proceeds of which are applied to 
finance or refinance the acquisition or construction of any real or 
personal property for which the City is authorized to expend funds 
subject to its control, (B) the City has filed with the Trustee a written 
certificate stating that the estimated value of the Leased Property is, 
or following the completion of the acquisition and construction of any 
improvements to be financed from the proceeds of such bonds, notes 
or other obligations will be, at least equal to the aggregate original 
principal amount of the Bonds and all such other bonds, notes or 
other obligations, and (C) the City has filed with the Trustee written 
evidence that the amendments made under this clause (v) will not of 
themselves cause a reduction or withdrawal of any rating then 
assigned to the Bonds. Any amounts of such additional rental will not 
constitute Revenues which are pledged to the payment of the Bonds. 

(f) In any other respect whatsoever as the Authority and the City may 
deem necessary or desirable, provided that, in the opinion of Bond 
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Counsel, such modifications or amendments do not materially 
adversely affect the interests of the Owners of the Bonds. 

Events of Default 

Each of the following constitutes an Event of Default under and as defined in the 
Lease Agreement: 

(a) Failure by the City to pay any Lease Payment or other payment 
required to be paid under the Lease Agreement at the time specified 
therein. 

(b) Failure by the City to observe and perform any covenant, condition or 
agreement on its part to be observed or performed, other than as 
referred to in the preceding subsection (a), for a period of 30 days 
after written notice specifying such failure and requesting that it be 
remedied has been given to the City by the Authority or the Trustee. 
If in the reasonable opinion of the City the failure stated in the notice 
can be corrected, but not within such 30-day period, the failure will 
not constitute an Event of Default if the City commences to cure the 
failure within such 30-day period and thereafter diligently and in good 
faith cures the failure in a reasonable period of time. 

(c) Certain events relating to the insolvency or bankruptcy of the City. 

Remedies on Default 

Upon the occurrence and continuance of any Event of Default, the Authority has 
the right to terminate the Lease Agreement or, with or without such termination, re-enter, 
take possession of and re-let the Leased Property. When the Authority does not elect to 
terminate the Lease Agreement, the City remains liable to pay all Lease Payments as they 
come due and liable for damages resulting from such Event of Default. Any amounts 
collected by the Authority from the re-letting of the Leased Property will be credited 
towards the unpaid Lease Payments. Any net proceeds of re-leasing or other disposition 
of the Leased Property are required to be applied as set forth in the Indenture. Under the 
Assignment Agreement, the Authority assigns all of its rights with respect to remedies in 
an Event of Default to the Trustee, so that all such remedies will be exercised by the 
Trustee and the Bond Owner as provided in the Indenture. 

The Trustee has no right to accelerate Lease Payments and, due to the 
governmental nature of the Leased Property, it is uncertain whether a court would permit 
the exercise of the remedies of re-entry, repossession or re-letting. 
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INDENTURE OF TRUST 

Establishment of Funds and Accounts; Flow of Funds 

Costs of Issuance Fund. A portion of the proceeds of the Bonds will be deposited 
by the Trustee in the Costs of Issuance Fund on the Closing Date. The moneys in the 
Costs of Issuance Fund will be disbursed to pay costs of issuing the Bonds and other 
related financing costs from time to time upon receipt of written requests of the Authority. 
On December 1, 2020, or upon the earlier written request of the Authority, the Trustee 
shall transfer all amounts remaining in the Costs of Issuance Fund to the Interest Account 
and shall thereupon close the Costs of Issuance Fund. Amounts so transferred to the 
Interest Account shall be applied by the Trustee to pay interest next coming due and 
payable on the Bonds. 

Bond Fund: Deposit and Transfer of Amounts Therein. All Revenues will be 
deposited by the Trustee in the Bond Fund promptly upon receipt. On or before each 
Interest Payment Date, the Trustee shall transfer from the Bond Fund and deposit into the 
following respective accounts (each of which the Trustee will establish and maintain within 
the Bond Fund), the following amounts in the following order of priority: 

(a) Interest Account. The Trustee will deposit in the Interest Account an 
amount required to cause the aggregate amount on deposit in the 
Interest Account to equal the amount of interest coming due and 
payable on such date on all outstanding Bonds. All moneys in the 
Interest Account will be used and withdrawn by the Trustee solely for 
the purpose of paying the interest on the Bonds as it comes due and 
payable, including accrued interest on any Bonds redeemed prior to 
maturity. 

(b) Principal Account. The Trustee shall deposit in the Principal Account 
an amount required to cause the aggregate amount on deposit in the 
Principal Account to equal the principal amount of the Bonds coming 
due and payable on such Interest Payment Date, including the 
principal amount of any Term Bonds which are subject to mandatory 
sinking fund redemption on such Interest Payment Date. All moneys 
in the Principal Account will be used and withdrawn by the Trustee 
solely for the purpose of paying the principal of the Bonds at the 
maturity thereof or upon the mandatory sinking fund redemption 
thereof. 

Insurance and Condemnation Fund: Application of Net Proceeds. Any Net 
Proceeds of insurance or condemnation awards with respect to the Leased Property will 
be deposited in the Insurance and Condemnation Fund. In the event of an insurance or 
eminent domain award, the Net Proceeds on deposit in the Insurance and Condemnation 
Fund will be used, as directed by the City, either: 

(a) to replace, repair, restore, modify or improve the Leased Property if 
the City determines that such is economically feasible or in the best 
interests of the City, or 
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(b) to the extent not so used, to prepay the Lease Payments and thereby 
redeem outstanding Bonds. 

If the City fails to determine and notify the Trustee in writing of its determination, 
within 45 days following the date of such deposit, to replace, repair, restore, modify or 
improve the Leased Property which has been damaged or destroyed, then such Net 
Proceeds will be applied to the redemption of Bonds on the next available redemption 
date. 

Notwithstanding the foregoing, however, in the event of damage or destruction of 
the Leased Property in full, the Net Proceeds of such insurance are required to be used 
by the City to rebuild or replace the Leased Property if such proceeds are not sufficient to 
redeem outstanding Bonds equal in aggregate principal amount to the unpaid Lease 
Payments. 

Investment of Funds; Determination of Value of Investments 

All moneys in any of the funds or accounts held by the Trustee under the Indenture 
will be invested by the Trustee solely in Permitted Investments as directed by the Authority 
at least three Business Days in advance of the making of such investments. In the 
absence of any such directions from the Authority, the Trustee shall hold such funds 
uninvested. Obligations purchased as an investment of moneys in any fund will be 
deemed to be part of such fund or account. 

All interest or gain derived from the investment of amounts in any of the funds or 
accounts established under the Indenture will be deposited in the Bond Fund. For the 
purpose of determining the amount in any fund or account established under the 
Indenture, the value of investments credited to such fund will be calculated at the market 
value thereof, in accordance with the procedures specified in the Indenture. 

Covenants of the Authority 

Payment of Bonds. The Authority will punctually pay or cause to be paid the 
principal of and interest on the Bonds, in strict conformity with the terms of the Bonds and 
of the Indenture, but only out of the Revenues and other assets pledged for such payment 
as provided in the Indenture. The Authority will not create, or permit the creation of, any 
pledge, lien, charge or other encumbrance upon the Revenues and other assets pledged 
or assigned under the Indenture while any of the Bonds are outstanding, except the pledge 
and assignment created by the Indenture. 

Accounting Records and Financial Statements. The Trustee will at all times keep, 
or cause to be kept, proper books of record and account, prepared in accordance with 
industry standards, in which complete and accurate entries will be made of all transactions 
relating to the proceeds of the Bonds, the Revenues, the Lease Agreement and all funds 
and accounts established pursuant to the Indenture. Such books of record and account 
will be available for inspection by the Authority and the City, during regular business hours 
and upon reasonable prior notice. 

No Additional Obligations. The Authority covenants that no additional bonds, notes 
or other indebtedness will be issued or incurred which are payable out of the Revenues in 
whole or in part. 
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Tax Covenants. The Authority will not take, nor permit nor suffer to be taken by 
the Trustee or otherwise, any action with respect to the proceeds of any of the Bonds 
which would cause any of the Bonds to be "arbitrage bonds" or "private activity bonds" 
within the meaning of the Tax Code. The Authority will cause to be calculated annually all 
excess investment earnings which are required to be rebated to the United States of 
America under the Tax Code, and will cause all required amounts to be rebated from 
payments made by the City for such purpose under the Lease Agreement. 

Lease Agreement. The Trustee will promptly collect all amounts due from the City 
pursuant to the Lease Agreement. Subject to the provisions of the Indenture governing 
the enforcement of remedies upon the occurrence of an Event of Default, the Trustee is 
required to enforce, and take all steps, actions and proceedings which the Trustee 
determines to be reasonably necessary for the enforcement of all of its rights thereunder 
as assignee of the Authority and for the enforcement of all of the obligations of the City 
under the Lease Agreement. 

Refunding of 2010 Bonds. The Authority covenants to cause the proceeds of the 
Bonds to be applied to the payment and redemption of the 2010 Bonds in full in 
accordance with the provisions of the Escrow Agreement. From and after the Closing 
Date, the 2010 Bonds shall be fully discharged and satisfied and shall no longer be 
secured by a pledge of or lien on the Revenues, or any portion thereof. 

Amendment of Indenture 

The Indenture may be modified or amended at any time by a supplemental 
indenture with the prior written consents of the Owners of a majority in aggregate principal 
amount of the Bonds then outstanding. No such modification or amendment may (a) 
extend the maturity of or reduce the interest rate on any Bond or otherwise alter or impair 
the obligation of the Authority to pay the principal or interest at the time and place and at 
the rate and in the currency provided therein of any Bond without the express written 
consent of the Owner of such Bond, (b) reduce the percentage of Bonds required for the 
written consent to any such amendment or modification, or (c) without its written consent 
thereto, modify any of the rights or obligations of the Trustee. 

The Indenture may also be modified or amended at any time by a supplemental 
indenture, without the consent of any Bond Owners, to the extent permitted by law, but 
only for any one or more of the following purposes: 

(a) To add to the covenants and agreements of the Authority contained 
in the Indenture, other covenants and agreements thereafter to be 
observed, to pledge or assign additional security for the Bonds (or 
any portion thereof), or to surrender any right or power therein 
reserved to or conferred upon the Authority. 

(b) To cure any ambiguity, inconsistency or omission in the Indenture, or 
correct any defective provision in the Indenture, or in any other 
respect whatsoever as the Authority may deem necessary or 
desirable, so long as such modification or amendment does not 
materially adversely affect the interests of the Bond Owners in the 
opinion of Bond Counsel filed with the Trustee. 
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(c) To modify, amend or supplement the Indenture in such manner as to 
permit the qualification of the Indenture under the Trust Indenture Act 
of 1939, as amended, or any similar federal statute hereafter in effect, 
and to add such other terms, conditions and provisions as may be 
permitted by said act or similar federal statute. 

(d) To modify, amend or supplement the Indenture so as to cause 
interest on the Bonds to remain excludable from gross income under 
the Tax Code. 

(e) To facilitate the issuance of additional obligations of the City under 
the Lease Agreement which are payable from additional rental 
payments described above under "LEASE AGREEMENT -
Amendment of Lease Agreement." 

(f) To facilitate the substation or release of property under the Lease 
Agreement as described above under "LEASE AGREEMENT -
Substitution of Property" and "LEASE AGREEMENT - Release of 
Property". 

Events of Default 

Events of Default Defined. The following events constitute events of default under 
the Indenture: 

(a) Failure to pay any installment of the principal of any Bonds when due, 
whether at maturity as therein expressed, by proceedings for 
redemption, by acceleration, or otherwise. 

(b) Failure to pay any installment of interest on the Bonds when due. 

(c) Failure by the Authority to observe and perform any of the other 
covenants, agreements or conditions on its part contained in the 
Indenture or in the Bonds, if such failure has continued for a period of 
30 days after written notice thereof, specifying such failure and 
requiring the same to be remedied, has been given to the Authority 
by the Trustee; provided, however, if in the reasonable opinion of the 
Authority the failure stated in the notice can be corrected, but not 
within such 30-day period, such failure shall not constitute an Event 
of Default if the Authority institutes corrective action within such 30-
day period and thereafter diligently and in good faith cures the failure 
in a reasonable period of time. 

(d) The commencement by the Authority of a voluntary case under Title 
11 of the United States Code or any substitute or successor statute. 

(e) The occurrence and continuation of any Event of Default under and 
as defined in the Lease Agreement. See "LEASE AGREEMENT -
Events of Default" above. 
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Remedies. Upon the occurrence and during the continuance of any Event of 
Default, the Trustee may, and at the written direction of the Owners of a majority in 
aggregate principal amount of the Bonds at the time outstanding the Trustee shall, in each 
case, upon receipt of indemnification satisfactory to Trustee against the costs, expenses 
and liabilities to be incurred in connection with such action, upon notice in writing to the 
Authority, declare the principal of all of the Bonds then Outstanding, and the interest 
accrued thereon, to be due and payable immediately, and upon any such declaration the 
same shall become and shall be immediately due and payable, anything in the Indenture 
or in the Bonds contained to the contrary notwithstanding. 

No delay or omission to exercise any right or power accruing upon any Event of 
Default will impair any such right or power or will be construed to be a waiver of any such 
Event of Default or acquiescence therein; such right or power may be exercised from time 
to time as often as may be deemed expedient. 

Application of Revenues and Other Funds After Default. If an Event of Default has 
occurred and is continuing, all Revenues and any other funds then held or thereafter 
received by the Trustee under any of the provisions of the Indenture will be applied by the 
Trustee as follows and in the following order: 

(a) To the payment of reasonable fees, charges and expenses of the 
Trustee (including reasonable fees and disbursements of its legal 
counsel including outside counsel and the allocated costs of internal 
attorneys) incurred in and about the performance of its powers and 
duties under the Indenture; 

(b) To the payment of the principal of and interest then due on the Bonds 
(upon presentation of the Bonds to be paid, and stamping or 
otherwise noting thereon of the payment if only partially paid, or 
surrender thereof if fully paid) in accordance with the provisions of the 
Indenture, as follows: 

First: To the payment to the persons entitled thereto of all installments 
of interest then due in the order of the maturity of such 
installments, and, if the amount available shall not be sufficient 
to pay in full any installment or installments maturing on the 
same date, then to the payment thereof ratably, according to the 
amounts due thereon, to the persons entitled thereto, without 
any discrimination or preference; and 

Second: To the payment to the persons entitled thereto of the unpaid 
principal of any Bonds which shall have become due, whether 
at maturity or by acceleration or redemption, with interest on the 
overdue principal at the rate borne by the respective Bonds (to 
the extent permitted by law), and, if the amount available shall 
not be sufficient to pay in full all the Bonds, together with such 
interest, then to the payment thereof ratably, according to the 
amounts of principal due on such date to the persons entitled 
thereto, without any discrimination or preference. 
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Limitation on Bond Owners' Right to Sue. No Owner of any Bond has the right to 
institute any suit, action or proceeding at law or in equity, for any remedy under the 
Indenture, unless: 

(a) such Owner has previously given to the Trustee written notice of the 
occurrence of an Event of Default; 

(b) the Owners of a majority in aggregate principal amount of all the 
Bonds then outstanding have requested the Trustee in writing to 
exercise its powers under the Indenture; 

(c) said Owners have tendered to the Trustee indemnity reasonably 
acceptable to the Trustee against the costs, expenses and liabilities 
to be incurred in compliance with such request; 

(d) the Trustee has refused or failed to comply with such request for a 
period of 60 days after such written request has been received by the 
Trustee and said tender of indemnity is made to the Trustee; and 

(e) no direction inconsistent with such written request has been given to 
the Trustee during such 60-day period by the Owners of a majority in 
aggregate principal amount of the Bonds then outstanding. 

Discharge of Indenture 

The Authority may pay and discharge the indebtedness on any or all of the 
outstanding Bonds in any one or more of the following ways: 

(a) by paying or causing to be paid the principal of and interest on the 
Bonds, as and when the same become due and payable; 

(b) by irrevocably depositing with the Trustee or a reputable escrow 
agent, at or before maturity, cash and/or non-callable Federal 
Securities which, together with the investment earnings to be 
received thereon, have been verified by an independent accountant 
to be sufficient to pay such Bonds when and as the same become 
due and payable; or 

(c) by delivering to the Trustee, for cancellation by it, all of such Bonds. 

Upon such payment, and notwithstanding that any Bonds have not been 
surrendered for payment, the pledge of the Revenues and other funds provided for in the 
Indenture with respect to such Bonds, and all other obligations of the Authority under the 
Indenture with respect to such Bonds, will cease and terminate, except only the obligation 
of the Authority to pay or cause to be paid to the Owners of such Bonds not so surrendered 
and paid all sums due thereon from amounts set aside for such purpose. Any funds 
thereafter held by the Trustee, which are not required for said purposes, will be paid over 
to the Authority. 
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APPENDIX D 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$3,895,000 
CITY OF CARMEL-BY-THE-SEA PUBLIC IMPROVEMENT AUTHORITY 

2020 Refunding Lease Revenue Bonds 
(Sunset Cultural Center Project) 

This Continuing Disclosure Certificate (this "Disclosure Certificate") is executed and 
delivered by the City of Carmel-by-the-Sea (the "City") in connection with the issuance by the 
Authority of the bonds captioned above (the "Bonds"). The Bonds are being issued under an 
Indenture of Trust dated as of October 1, 2020 (the "Indenture"), between the Authority and MUFG 
Union Bank, N.A., as trustee (the "Trustee"). The City hereby covenants and agrees as follows: 

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being 
executed and delivered by the City for the benefit of the holders and beneficial owners of the 
Bonds and in order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-
12(b )(5). 

Section 2. Definitions. In addition to the definitions set forth above and in the Indenture, 
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in 
this Section, the following capitalized terms shall have the following meanings: 

"Annual Reporf' means any Annual Report provided by the City pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Certificate. 

"Annual Report Date" means April 1 of each year. 

"Dissemination Agenf' means NHA Advisors, LLC, or any successor dissemination agent 
designated in writing by the City and which has filed with the City a written acceptance of such 
designation. 

"Listed Events" means any of the events listed in Section 5(a) of this Disclosure Certificate. 

"MSRB" means the Municipal Securities Rulemaking Board, which has been designated 
by the Securities and Exchange Commission as the sole repository of disclosure information for 
purposes of the Rule, or any other repository of disclosure information that may be designated by 
the Securities and Exchange Commission as such for purposes of the Rule in the future. 

"Official Statemenf' means the final official statement dated September 23, 2020, 
executed by the City and the Authority in connection with the issuance of the Bonds. 

"Participating Underwriter'' means Raymond James & Associates, Inc., the original 
underwriter of the Bonds required to comply with the Rule in connection with offering of the Bonds. 

"Rule" means Rule 15c2-12(b )(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 
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Section 3. Provision of Annual Reports. 

(a) The City shall, or shall cause the Dissemination Agent to, not later than the Annual 
Report Date, commencing April 1, 2021, with the report for Fiscal Year 2019-20, provide to the 
MSRB, in an electronic format as prescribed by the MSRB, an Annual Report that is consistent 
with the requirements of Section 4 of this Disclosure Certificate. Not later than 15 Business Days 
prior to the Annual Report Date, the City shall provide the Annual Report to the Dissemination 
Agent (if other than the City). If by 15 Business Days prior to the Annual Report Date the 
Dissemination Agent (if other than the City) has not received a copy of the Annual Report, the 
Dissemination Agent shall contact the City to determine if the City is in compliance with the 
previous sentence. The Annual Report may be submitted as a single document or as separate 
documents comprising a package, and may include by reference other information as provided in 
Section 4 of this Disclosure Certificate; provided that the audited financial statements of the City 
may be submitted separately from the balance of the Annual Report, and later than the Annual 
Report Date, if not available by that date. If the City's Fiscal Year changes, it shall give notice of 
such change in the same manner as for a Listed Event under Section 5(b). The City shall provide 
a written certificate with each Annual Report furnished to the Dissemination Agent to the effect 
that such Annual Report constitutes the Annual Report required to be furnished by the City 
hereunder. 

(b) If the City does not provide (or cause the Dissemination Agent to provide) an 
Annual Report by the Annual Report Date, the City shall provide (or cause the Dissemination 
Agent to provide) in a timely manner to the MSRB, in an electronic format as prescribed by the 
MSRB, a notice in substantially the form attached as Exhibit A. 

(c) With respect to each Annual Report, the Dissemination Agent shall : 

(i) determine each year prior to the Annual Report Date the then-applicable 
rules and electronic format prescribed by the MSRB for the filing of annual continuing 
disclosure reports; and 

(ii) if the Dissemination Agent is other than the City, file a report with the City 
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, 
and stating the date it was provided. 

Section 4. Content of Annual Reports. The City's Annual Report shall contain or 
incorporate by reference the following: 

(a) Audited Financial Statements of the City prepared in accordance with Generally 
Accepted Accounting Principles as promulgated to apply to governmental entities from time to 
time by the Governmental Accounting Standards Board. If the City's audited financial statements 
are not available by the Annual Report Date, the Annual Report shall contain unaudited financial 
statements in a format similar to the financial statements contained in the final Official Statement, 
and the audited financial statements shall be filed in the same manner as the Annual Report when 
they become available. 

(b) To the extent not contained in the audited financial statements filed pursuant to the 
preceding clause (a), the Annual Report shall contain information showing: 
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(i) information concerning the actual revenues, expenditures and beginning 
and ending fund balances relating to the General Fund of the City for the most recent 
completed Fiscal Year, substantially in the form of Table 3; 

(ii) information showing the aggregate principal amount of long-term bonds, 
leases and other obligations of the City which are payable out of the General Fund of the 
City, as of the close of the most recent completed Fiscal Year; 

(iii) information showing the total secured property tax levy and actual amounts 
collected for the most recent completed Fiscal Year, substantially in the form of Table 5; 
and 

(iii) information concerning the assessed valuation of properties within the City 
for the then-current Fiscal Year, substantially in the form of Table 6. 

(c) In addition to any of the information expressly required to be provided under this 
Disclosure Certificate, the City shall provide such further material information, if any, as may be 
necessary to make the specifically required statements, in the light of the circumstances under 
which they are made, not misleading. 

(d) Any or all of the items listed above may be included by specific reference to other 
documents, including official statements of debt issues of the City or related public entities, which 
are available to the public on the MSRB's Internet web site or filed with the Securities and 
Exchange Commission. The City shall clearly identify each such other document so included by 
reference. 

Section 5. Reporting of Listed Events. 

(a) The City shall give, or cause to be given, notice of the occurrence of any of the 
following Listed Events with respect to the Bonds: 

(1) Principal and interest payment delinquencies. 

(2) Non-payment related defaults, if material. 

(3) Unscheduled draws on debt service reserves reflecting financial difficulties. 

(4) Unscheduled draws on credit enhancements reflecting financial difficulties. 

(5) Substitution of credit or liquidity providers, or their failure to perform. 

(6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed 
or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of 
the security, or other material events affecting the tax status of the security. 

(7) Modifications to rights of security holders, if material. 

(8) Bond calls, if material, and tender offers. 

(9) Defeasances. 

(10) Release, substitution, or sale of property securing repayment of the securities, if 
material. 

(11) Rating changes. 
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(12) Bankruptcy, insolvency, receivership or similar event of the City or other obligated 
person. 

(13) The consummation of a merger, consolidation, or acquisition involving the City or 
an obligated person, or the sale of all or substantially all of the assets of the City 
or an obligated person (other than in the ordinary course of business), the entry 
into a definitive agreement to undertake such an action, or the termination of a 
definitive agreement relating to any such actions, other than pursuant to its terms, 
if material. 

(14) Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

(15) lncurrence of a financial obligation of the City, if material, or agreement to 
covenants, events of default, remedies, priority rights, or other similar terms of a 
financial obligation of the City, any of which affect security holders, if material (for 
definition of "financial obligation," see clause (e)). 

(16) Default, event of acceleration, termination event, modification of terms, or other 
similar events under the terms of a financial obligation of the City, any of which 
reflect financial difficulties (for definition of "financial obligation," see clause (e)). 

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event, the City 
shall, or shall cause the Dissemination Agent (if not the City) to, file a notice of such occurrence 
with the MSRB, in an electronic format as prescribed by the MSRB, in a timely manner not in 
excess of 10 business days after the occurrence of the Listed Event. Notwithstanding the 
foregoing, notice of Listed Events described in subsections (a)(8) and (9) above need not be given 
under this subsection any earlier than the notice (if any) of the underlying event is given to holders 
of affected Bonds under the Indenture. 

(c) The City acknowledges that the events described in subparagraphs (a)(2), (a)(?), 
(a)(8) (if the event is a bond call), (a)(10), (a)(13), (a)(14), and (a)(15) of this Section 5 contain 
the qualifier "if material" and that subparagraph (a)(6) also contains the qualifier "material" with 
respect to certain notices, determinations or other events affecting the tax status of the Bonds. 
The City shall cause a notice to be filed as set forth in paragraph (b) above with respect to any 
such event only to the extent that it determines the event's occurrence is material for purposes of 
U.S. federal securities law. Whenever the City obtains knowledge of the occurrence of any of 
these Listed Events, the City will as soon as possible determine if such event would be material 
under applicable federal securities law. If such event is determined to be material, the City will 
cause a notice to be filed as set forth in paragraph (b) above. 

(d) For purposes of this Disclosure Certificate, any event described in paragraph 
(a)(12) above is considered to occur when any of the following occur: the appointment of a 
receiver, fiscal agent, or similar officer for the City in a proceeding under the United States 
Bankruptcy Code or in any other proceeding under state or federal law in which a court or 
governmental authority has assumed jurisdiction over substantially all of the assets or business 
of the City, or if such jurisdiction has been assumed by leaving the existing governing body and 
officials or officers in possession but subject to the supervision and orders of a court or 
governmental authority, or the entry of an order confirming a plan of reorganization, arrangement, 
or liquidation by a court or governmental authority having supervision or jurisdiction over 
substantially all of the assets or business of the City. 
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(e) For purposes of Section 5(a)(15) and (16), "financial obligation" means a (i) debt 
obligation; (ii) derivative instrument entered into in connection with, or pledged as security or a 
source of payment for, an existing or planned debt obligation; or (iii) guarantee of (i) or (ii). The 
term financial obligation shall not include municipal securities as to which a final official statement 
has been provided to the MSRB consistent with the Rule. 

Section 6. ldentifvina Information for Filings with the MSRB. All documents provided to 
the MSRB under the Disclosure Certificate shall be accompanied by identifying information as 
prescribed by the MSRB. 

Section 7. Termination of Reporting Obligation. The City's obligations under this 
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in 
full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the City 
shall give notice of such termination in the same manner as for a Listed Event under Section 5(b ). 

Section 8. Dissemination Agent. The City may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, 
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. 
Any Dissemination Agent may resign by providing 30 days' written notice to the City. 

Section 9. Amendment: Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in 
legal requirements, change in law, or change in the identity, nature, or status of an obligated 
person with respect to the Bonds, or type of business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule 
at the time of the primary offering of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds 
in the manner provided in the Indenture for amendments to the Indenture with the consent of 
holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair 
the interests of the holders or beneficial owners of the Bonds. 

If the annual financial information or operating data to be provided in the Annual Report is 
amended pursuant to the provisions hereof, the first annual financial information filed pursuant 
hereto containing the amended operating data or financial information shall explain, in narrative 
form, the reasons for the amendment and the impact of the change in the type of operating data 
or financial information being provided. 

If an amendment is made to the undertaking specifying the accounting principles to be 
followed in preparing financial statements, the annual financial information for the year in which 
the change is made shall present a comparison between the financial statements or information 
prepared on the basis of the new accounting principles and those prepared on the basis of the 
former accounting principles. The comparison shall include a qualitative discussion of the 
differences in the accounting principles and the impact of the change in the accounting principles 
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on the presentation of the financial information, in order to provide information to investors to 
enable them to evaluate the ability of the City to meet its obligations. To the extent reasonably 
feasible, the comparison shall be quantitative. 

A notice of any amendment made pursuant to this Section 9 shall be filed in the same 
manner as for a Listed Event under Section 5(b). 

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed 
to prevent the City from disseminating any other information, using the means of dissemination 
set forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that 
which is required by this Disclosure Certificate. If the City chooses to include any information in 
any Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically 
required by this Disclosure Certificate, the City shall have no obligation under this Disclosure 
Certificate to update such information or include it in any future Annual Report or notice of 
occurrence of a Listed Event. 

Section 11. Default. In the event of a failure of the City to comply with any provision of 
this Disclosure Certificate, the Participating Underwriter or any holder or beneficial owner of the 
Bonds may take such actions as may be necessary and appropriate, including seeking mandate 
or specific performance by court order, to cause the City to comply with its obligations under this 
Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event 
of Default under the Indenture, and the sole remedy under this Disclosure Certificate in the event 
of any failure of the City to comply with this Disclosure Certificate shall be an action to compel 
performance. 

Section 12. Duties. Immunities and Liabilities of Dissemination Agent. 

(a) The Dissemination Agent shall have only such duties as are specifically set forth 
in this Disclosure Certificate, and the City agrees to indemnify and save the Dissemination Agent, 
its officers, directors, employees and agents, harmless against any loss, expense and liabilities 
which it may incur arising out of or in the exercise or performance of its powers and duties 
hereunder, including the costs and expenses (including attorneys' fees) of defending against any 
claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful 
misconduct. The Dissemination Agent shall have no duty or obligation to review any information 
provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for the 
City, the Bond owners or any other party. The obligations of the City under this Section shall 
survive resignation or removal of the Dissemination Agent and payment of the Bonds. 

(b) The Dissemination Agent shall be paid compensation by the City for its services 
provided hereunder in accordance with its schedule of fees as amended from time to time, and 
shall be reimbursed for all expenses, legal fees and advances made or incurred by the 
Dissemination Agent in the performance of its duties hereunder. 

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of 
the City, the Dissemination Agent, the Participating Underwriter and holders and beneficial 
owners from time to time of the Bonds, and shall create no rights in any other person or entity. 

Section 14. Counterparts. This Disclosure Certificate may be executed in several 
counterparts, each of which shall be regarded as an original, and all of which shall constitute one 
and the same instrument. 
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Date: October 1, 2020 

CITY OF CARMEL-BY-THE-SEA 

City Administrator 

ACCEPTED AND AGREED: 

NHA Advisors, LLC, 
as Dissemination Agent 

Authorized Representative 
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EXHIBIT A 

NOTICE OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: 

Name of Bond Issue: 

Date of Issuance: 

City of Carmel-by-the-Sea Public Improvement Authority 

$3,895,000 2020 Refunding Lease Revenue Bonds (Sunset Cultural 
Center Project) 

October 21, 2020 

NOTICE IS HEREBY GIVEN that the City of Carmel-by-the-Sea (the "City") has not 
provided an Annual Report with respect to the above-named Bonds as required by the Continuing 
Disclosure Certificate dated as of , 2020, executed by the City. The City 
anticipates that the Annual Report will be filed by _____ _ 

Dated: _______ _ 

CITY OF CARMEL-BY-THE-SEA: 

By: ������������ 
Its: ____________ _ 

cc: Dissemination Agent 
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APPENDIX E 

FORM OF OPINION OF BOND COUNSEL 

October 21, 2020 

City of Carmel-by-the-Sea Public Improvement Authority 
Post Office Box CC 
Carmel-by-the-Sea, California 93921 

OPINION: $3,895,000 
City of Carmel-by-the-Sea Public Improvement Authority 
2020 Refunding Lease Revenue Bonds 
(Sunset Cultural Center Project) 

Members of the Authority: 

We have acted as bond counsel to the City of Carmel-by-the-Sea Public 
Improvement Authority (the "Authority") in connection with the issuance by the Authority 
of its City of Carmel-by-the-Sea Public Improvement Authority 2020 Refunding Lease 
Revenue Bonds (Sunset Cultural Center Project) in the aggregate principal amount of 
$3,895,000 (the "Bonds"), under an Indenture of Trust dated as of October 1, 2020 (the 
"Indenture"), between the Authority and MUFG Union Bank, N.A., as trustee, and under 
the provisions of Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the 
California Government Code, commencing with Sections 53570 and 53580 of said Code 
(the "Bond Law"). The Bonds are secured by Revenues as defined in the Indenture, 
including certain lease payments made by the City of Carmel-by-the-Sea (the "City") under 
a Lease Agreement dated as of October 1 , 2020 (the "Lease Agreement") between the 
Authority as lessor and the City as lessee. We have examined the Indenture, the Lease 
Agreement, the Bond Law and such certified proceedings and other papers as we deem 
necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon representations 
of the Authority and the City contained in the Indenture, the Lease Agreement and in the 
certified proceedings, and upon other certifications furnished to us, without undertaking to 
verify the same by independent investigation. Based upon our examination, we are of the 
opinion, under existing law, as follows: 

1. The Authority is a joint exercise of powers agency duly organized and 
existing under the laws of the State of California, with power to enter into the Indenture 
and the Lease Agreement, to perform the agreements on its part contained therein and to 
issue the Bonds. 

2. The Bonds constitute legal, valid and binding special obligations of the 
Authority enforceable against the Authority in accordance with their terms and payable 
solely from the sources provided therefor in the Indenture. 
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3. The Indenture and the Lease Agreement have been duly approved by the 
Authority and constitute the legal, valid and binding obligations of the Authority 
enforceable in accordance with their respective terms. 

4. The Indenture establishes a valid first and exclusive lien on and pledge of 
the Revenues (as that term is defined in the Indenture) and other funds pledged thereby 
for the security of the Bonds, in accordance with the terms of the Indenture. 

5. The City is a municipal corporation duly organized and existing under the 
laws of the State of California, with power to enter into the Lease Agreement and to 
perform the agreements on its part contained therein. The Lease Agreement has been 
duly approved by the City Council of the City and constitutes a legal, valid and binding 
obligation of the City enforceable in accordance with its terms. 

6. The interest on the Bonds is excluded from gross income for federal income 
tax purposes and is not an item of tax preference for purposes of the federal alternative 
minimum tax. The opinions set forth in the preceding sentence are subject to the condition 
that the Authority and the City comply with all requirements of the Internal Revenue Code 
of 1986, as amended, that must be satisfied subsequent to the issuance of the Bonds in 
order that the interest thereon be, and continue to be, excludable from gross income for 
federal income tax purposes. The Authority and the City have made certain 
representations and covenants in order to comply with each such requirement. Inaccuracy 
of those representations, or failure to comply with certain of those covenants, may cause 
the inclusion of such interest in gross income for federal income tax purposes, which may 
be retroactive to the date of issuance of the Bonds. 

7. The interest on the Bonds is exempt from personal income taxation imposed 
by the State of California. 

We express no opinion regarding any other tax consequences arising with respect 
to the ownership, sale or disposition of, or the amount, accrual or receipt of interest on, 
the Bonds. 

The rights of the owners of the Bonds and the enforceability of the Bonds are 
limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws 
affecting creditors' rights generally, and by equitable principles, whether considered at law 
or in equity. 

This opinion is given as of the date hereof, and we assume no obligation to revise 
or supplement this opinion to reflect any facts or circumstances that may hereafter come 
to our attention, or any changes in law that may hereafter occur. 

Respectfully submitted, 

A Professional Law Corporation 
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APPENDIX F 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 

The following description of the Depository Trust Company ("OTC'? , the procedures and 
record keeping with respect to beneficial ownership interests in the Bonds, payment of principal, 
interest and other payments on the Bonds to OTC Participants or Beneficial Owners, confirmation 
and transfer of beneficial ownership interest in the Bonds and other related transactions between 
OTC, the OTC Participants and the Beneficial Owners is based solely on information provided by 
OTC. Accordingly, no representations can be made concerning these matters and neither the 
OTC Participants nor the Beneficial Owners should rely on the foregoing information with respect 
to such matters, but should instead confirm the same with OTC or the OTC Participants, as the 
case may be. 

Neither the issuer of the Bonds (the "Issuer'? nor the trustee appointed with respect to the 
Bonds (the "Agent'? take any responsibility for the information contained in this Appendix. 

No assurances can be given that OTC, OTC Participants or Indirect Participants will 
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with 
respect to the Bonds, (b) certificates representing ownership interest in or other confirmation or 
ownership interest in the Bonds, or (c) redemption or other notices sent to OTC or Cede & Co., 
its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis, or that 
OTC, OTC Participants or OTC Indirect Participants will act in the manner described in this 
Appendix. The current "Rules" applicable to OTC are on file with the Securities and Exchange 
Commission and the current "Procedures" of OTC to be followed in dealing with OTC Participants 
are on file with OTC. 

1. The Depository Trust Company ("OTC"), New York, NY, will act as securities depository 
for the securities (the "Securities"). The Securities will be issued as fully-registered securities 
registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may 
be requested by an authorized representative of OTC. One fully-registered Security certificate will 
be issued for each issue of the Securities, each in the aggregate principal amount of such issue, 
and will be deposited with OTC. If, however, the aggregate principal amount of any issue exceeds 
$500 million, one certificate will be issued with respect to each $500 million of principal amount, 
and an additional certificate will be issued with respect to any remaining principal amount of such 
issue. 

2. OTC, the world's largest securities depository, is a limited-purpose trust company 
organized under the New York Banking Law, a "banking organization" within the meaning of the 
New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within 
the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered 
pursuant to the provisions of Section 17 A of the Securities Exchange Act of 1934. OTC holds and 
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate 
and municipal debt issues, and money market instruments (from over 100 countries) that DTC's 
participants ("Direct Participants") deposit with OTC. OTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants' accounts. This eliminates the need for physical movement of securities certificates. 
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations. OTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding 
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company for OTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its 
regulated subsidiaries. Access to the OTC system is also available to others such as both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations 
that clear through or maintain a custodial relationship with a Direct Participant, either directly or 
indirectly ("Indirect Participants"). OTC has a Standard & Poor's rating of AA+. The OTC Rules 
applicable to its Participants are on file with the Securities and Exchange Commission. More 
information about OTC can be found at www.dtcc.com. The information contained on this Internet 
site is not incorporated herein by reference. 

3. Purchases of Securities under the OTC system must be made by or through Direct 
Participants, which will receive a credit for the Securities on DTC's records. The ownership 
interest of each actual purchaser of each Security ("Beneficial Owner") is in turn to be recorded 
on the Direct and Indirect Participants' records. Beneficial Owners will not receive written 
confirmation from OTC of their purchase. Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the Securities are to be accomplished by 
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners. Beneficial Owners will not receive certificates representing their ownership interests in 
Securities, except in the event that use of the book-entry system for the Securities is discontinued. 

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with 
OTC are registered in the name of DTC's partnership nominee, Cede & Co., or such other name 
as may be requested by an authorized representative of OTC. The deposit of Securities with OTC 
and their registration in the name of Cede & Co. or such other OTC nominee do not effect any 
change in beneficial ownership. OTC has no knowledge of the actual Beneficial Owners of the 
Securities; DTC's records reflect only the identity of the Direct Participants to whose accounts 
such Securities are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

5. Conveyance of notices and other communications by OTC to Direct Participants, by 
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time. Beneficial Owners of Securities 
may wish to take certain steps to augment the transmission to them of notices of significant events 
with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments 
to the Security documents. For example, Beneficial Owners of Securities may wish to ascertain 
that the nominee holding the Securities for their benefit has agreed to obtain and transmit notices 
to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and 
addresses to the registrar and request that copies of notices be provided directly to them. 

6. Redemption notices shall be sent to OTC. If less than all of the Securities within an 
issue are being redeemed, DTC's practice is to determine by lot the amount of the interest of each 
Direct Participant in such issue to be redeemed. 

7. Neither OTC nor Cede & Co. (nor any other OTC nominee) will consent or vote with 
respect to Securities unless authorized by a Direct Participant in accordance with DTC's MMI 
Procedures. Under its usual procedures, OTC mails an Omnibus Proxy to Issuer as soon as 
possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting 
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rights to those Direct Participants to whose accounts Securities are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

8. Redemption proceeds, distributions, and dividend payments on the Securities will be 
made to Cede & Co., or such other nominee as may be requested by an authorized representative 
of OTC. DTC's practice is to credit Direct Participants' accounts upon DTC's receipt of funds and 
corresponding detail information from Issuer or Agent, on payable date in accordance with their 
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will 
be governed by standing instructions and customary practices, as is the case with securities held 
for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of OTC, Agent, or Issuer, subject to any statutory or 
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, 
distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested 
by an authorized representative of OTC) is the responsibility of Issuer or Agent, disbursement of 
such payments to Direct Participants will be the responsibility of OTC, and disbursement of such 
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

9. OTC may discontinue providing its services as depository with respect to the Securities 
at any time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the 
event that a successor depository is not obtained, Security certificates are required to be printed 
and delivered. 

10. Issuer may decide to discontinue use of the system of book-entry-only transfers 
through OTC (or a successor securities depository). In that event, Security certificates will be 
printed and delivered to OTC. 

11. The information in this section concerning OTC and DTC's book-entry system has 
been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility 
for the accuracy thereof. 
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