EXHIBIT A

CITY OF SAN MARCOS
POTENTIAL ADVANTAGES - USE OF EXCESS FUND BALANCE RESERVES
CAPITAL FUNDING COSTS FOR WINCO/HOBBY LOBBY/DMV

e Unassigned Fund Balance Reserves are approx. $12 million in excess of
Required 50% of General Fund Expenditures

e One-time Recurring Savings/Opportunity Costs
o Investment Reserves earning < 1%

o Avoid Loan Fees — typically 1-1.5% of Loan Amount — approx. $10K +
per transaction

o Avoid Borrowing at 4.5-5% interest over 10+ years — approx. $450K +
per transaction

e Loan disbursements can be made per construction schedule minimizing
interest carrying costs during the construction period

e Dedicated funding sources (Lease/Loan repayments) will be used for the
Reserve Replenish plan as required by Reserve policy

e For DMV, typical Bank financing would require collateralization of DMV
building and possible 570 Rancheros building, this would avoid any risk of
losing property should any default on loan occur

e Risk — default of lease/loan payments from WinCo/Hobby Lobby and/or
DMV could delay or require another plan for replenishing reserves



EXHIBIT B

CITY OF SAN MARCOS
PROJECTED FUND BALANCES SUMMARY

Actual Actual Projected Projected Projected Projected
FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15/16 * FY 16/17 *
GENERAL FUND
Beginning Fund Balance $ 52945259 § 51,159485 $ 57,001,899 $ 55368,658 $ 52245734 $§ 50,879,609
Prior Period Adjustments $ 2,154,790
Revenues 59.691,915 67,026,017 60,018,480 58,821,190 58,746,757 59,991,207
Transfer from Creekside 5,100,000 2,000,000 4,250,000 5,000,000 5,000,000 5,000,000
Total Revenues & Transfers 64,791,915 69,026,017 64,268,480 63,821,190 63,746,757 64,991,207
Expenditures 66,577,689 65.338.393 62,015,588 63,744,114 65,112,882 66,522,165
Revenues Over (Under) Expenditures (1,785,774) 3,687,624 2,252,892 77,076 (1,366,125) (1,530,958)
Set aside use of surplus for Fires 320,133
Equity Transfer to Replacement Funds 3,566,000 3,200,000
Ending Fund Balance $ 51,159,485 $ 57,001,899 $ 55,368,658 § 52,245,734 $§ 50,879,609 § 49,348,651
General Fund Restricted:
Land Held for Resale 15,554,499.00  10,789,838.00 10,789,838.00 10,789,838.00 10,789,838.00
Deposits 1,054,037.00 1,169,104.00 1,169,104.00 1,169,104.00 1,169,104.00
Total Restricted 16,924,452.00  16,608,536.00  11,958,942.00 11,958,942.00 11,958,942.00 11,958,942.00
General Fund Unassigned 34,235,033.00  40,393,363.00  43,409,716.00  40,286,792.00  38,920,667.00  37,389,709.00
Total General Fund Reserves $51,159,485.00 $57,001,899.00 $55,368,658.00 $52,245,734.00 $50,879,609.00 $ 49,348,651.00
As of Percent of General Fund Exp:
General Fund Unassigned 51.42% 61.82% 70.00% 63.20% 59.771% 56.21%
Total General Fund Reserves 76.84% 87.24% 89.28% 81.96% 78.14% 74.18%

Required 50% minimum of Unassigned FB $33,288,844.50 $32,669,196.50 $31,007,794.00 $31,872,057.00 $32,556,441.00 $ 33,261,082.50
Excess of Unassigned Fund Balance $  946.188.50 § 7.724,166.50 $12.401.922.00 § 841473500 $ 6.364.226.00 $ 4.128.626.50

* Based on current spending plan as shown in FY14/15 adopted budget.
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EXHIBIT E

DMV

FUNDING OF CAPITAL COSTS

TERM SHEET

OPTION 1

GENERAL FUND LOAN FOR CONSTRUCTION AND UPFRONT COSTS

Purpose:

Proceeds will be used to fund a loan with the Rancheros Commercial
Park, LP (the “Partnership”) which in turn will use the monies to finance
the construction and upfront costs associated with a new DMV office on
Rancheros Dr.

Funding Source:

City’s General Fund will loan money from its Reserves.

Loan Amount:

Approximately $10,400,000 for Capital Costs plus approximately
$130,000 for capitalized interest (assuming 2.50% interest rate)

City will fund loan with monthly disbursements in amounts sufficient to
cover the anticipated monthly expenditures based on a preliminary draw
schedule.

Payments: e Loan payments will be made monthly

Security for the e Loan will be secured with pledge of lease revenues by the Partnership.
Loan:

Initial Term of DMV e 10years

Lease:

Interest Rate:

Interest rate (options)

o 2.00%
o 2.50%
o 3.00%

Revenue Sources:

Lease revenues, net of annual operating costs, from the DMV will be the
primary source of the Partnership’s revenues for the loan. However,
additional revenues from Partnership’s lease revenues from 570
Rancheros Dr. may be needed based upon the interest rate on the loan.
o 2.00% interest rate requires no additional pledged revenues
o 2.50% interest rate requires additional 2.50% of pledged
revenues
o 3.00% interest rate requires additional 5.00% of pledged
revenues
Partnership may, if it so chooses, use additional lease revenues from
570 Rancheros Dr to shorten up the term of the loan.

Term: e Term of the loan will vary based upon the interest rate of the loan.
o 10 years, 8 months assuming an interest rate of 2.50%
Opportunity Cost: e General Fund current rate of return <1%
o $638,995 (assuming 1.00% return for 10 years, 8 months)
e Interest from loan
o $1,499,798 (assuming 2.50% for 10 years, 8 months)
Risks: °

Loan repayment can be delayed in the event the DMV and/or
Partnership default on their scheduled lease payment(s) and or declare
bankruptcy.




EXHIBITF

DMV CAPITAL COSTS
OPTION 1 - GF LOAN FOR CONSTRUCTION AND UP FRONT COSTS

Capital Funding Costs

Building
Construction Cumulative
Date Costs Totals Totals
9/1/2014 . $0
10/1/2014 $1,371,600 $1,125,000 $2,496,600 $2,496,600
11/1/2014 1,125,000 1,125,000 3,621,600
12/1/2014 1,125,000 1,125,000 4,746,600
1/1/2015 1,125,000 1,125,000 5,871,600
2/1/2015 1,125,000 1,125,000 6,996,600
3/1/2015 1,125,000 1,125,000 8,121,600
4/1/2015 1,125,000 1,125,000 9,246,600
5/1/2015 1,125,000 1,125,000 10,371,600
6/1/2015 0 10,371,600
7/1/2015 0 10,371,600
8/1/2015 0 10,371,600
9/1/2015 0 10,371,600
10/1/2015 0 10,371,600
11/1/2015 0 10,371,600
Totals $1,371,600 $9,000,000 $10,371,600
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Exhibit |

Estimated Savings of Using General Fund Reserves

Capital Fund Costs for Winco/Hobby Lobby

Estimated Funds Required $10,078,978
Interest Cost to Borrow These
Funds at 5% 2,745,792 (A)
Loan Fees of 1% 100,790 (B)
Total Estimated Borrowing Costs $2,846,582 (A +B)
Opportunity Cost for the City to
Use Reserve Funds Earning 1% 391,826 (C)
Savings from Using General Fund
Reserves $2,454,756 (A+B-C)
Capital Fund Costs for DMV

Rancheros Commercial Park Partnership
Estimated Funds Required $10,371,600
Interest Cost to Borrow These
Funds at 5% 3,804,891 (A)
Loan Fees of 1% 103,716 (B)
Total Estimated Borrowing Costs $3,908,607 (A +B)
Interest Cost to Borrow These
Funds from the City @ 2.5% 1,499,798 (C)
Savings to Partnership of Using
General Fund Reserves $2,305,093 (A+B-C)

City of San Marcos

City's Share of Savings to

Partnership (60%) $1,383,056

Interest Earnings from Loan to

Partnership 1,499,798

Opportunity Cost for the City to

Use Reserve Funds Earning 1% 638,995

Total Savings from Using General

Fund Reserves $2,243,859

(D+C-E)




