MINUTES OF THE REGULAR MEETING OF THE TRINIDAD CITY COUNCIL
WEDNESDAY, FEBRUARY 12 2014

. CALL TO ORDER
- Mayor Fulkerson called the meeting to order at 7:00PM. Council members in attendance: West, Miller,
Fulkerson, Baker, Davies.
- City Staff in attendance: City Manager Karen Suiker, City Clerk Gabriel Adams, City Attorney Andy Stunich.

Il. PLEDGE OF ALLEGIANCE

.  ADJOURNMENT TO CLOSED SESSION
1. Personnel Exemption, Government Code Section 54957; City Manager Performance Evaluation.
2. Existing/Pending Litigation against the City of Trinidad, Government Code section 54956.9(b) and/or section
54956.95, from the Tsurai Ancestral Society.
3. Existing/Pending Litigation against the City of Trinidad, Government Code section 54956.9(b) and/or section
54956.95, from the Tsurai Ancestral Society regarding a second cutting incident.

IV. RECONVENE TO OPEN SESSION
City Attorney Stunich reported that no action was taken by the Council in closed session, but that the
Tsurai Ancestral Society has reconsidered filing a writ.

Mayor Fulkerson was pleased to announce that the City Manager received a 5-star positive job
performance evaluation from the Council.

V. APPROVAL OF AGENDA
Mayor Fulkerson noted a request from the public to pull consent agenda item #4 for discussion. She explained
that regarding last months closed session agenda item claim for damages, the Council went above and beyond
their obligation to decide on (and report out on) that matter. Attorney Stunich explained that the contractor
responsible already paid the claim, making any argument moot. However, he noted, that nothing stops a member
of the public from commenting on it.

Motion (Baker/Miller) to approve the agenda as amended. Passed 5-0.

VI APPROVAL OF MINUTES - January 08, 2014 cc
Motion (Davies/Miller) to approve the minutes as written. Passed 5-0.

VII. PROCLAMATIONS
Proclamation 2014-01: Celebrating the Trinidad Civic Club 100" Anniversary
Councilmember Jack West read the Proclamation. Trinidad Civic Club President Kathleen Duncan
accepted the Proclamation on behalf of the Civic Club, and expressed her gratitude to the Council for the
acknowledgement, and appreciation of the harmonious community spirit found in Trinidad.

VIIL. COMMISSIONERS REPORTS

Baker: Nothing to report.

Fulkerson: Introduced a “staff valentine”, listing many projects and accomplishments that city staff is responsible
for. Each Councilmember read a section of the list. Mayor Fulkerson explained that it was important to take time
to recognize employees work.

Davies: RCEA surveying and investigating community source aggregation opportunities.

West: HCAOG discussed plans to turn the Samoa area into a new, revitalized port.

Miller: Trinidad Gateway National Monument, updates on projects and ongoing activities along with brief member
reports.

VIIl. ITEMS FROM THE FLOOR
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Kim Tays — Trinidad

Read a statement on behalf of resident Mary Wilbur criticizing the city for the recent pruning of select cherry trees,
and questioned whether the contractor was qualified. Tays then spoke on her own behalf, echoing Wilbur’'s remarks
and described the trees on her block as being butchered by a non-qualified trimmer.

Pat Morales — Trinidad

Accused the Council of violating the Brown Act in January by discussing a closed session item in open session.
She also criticized the City for the way some cherry trees in town were recently trimmed, and expressed her
disappointment that the Council generally agrees unanimously on all agenda items.

Richard Johnson — Trinidad Area Resident
Asked for clarification regarding the Banner Policy on the consent agenda. He stated that the application cost
should be $200 total, not per banner being proposed.

Brad Twoomey — Trinidad
Pointed out the 2 new streetlights that CalTrans recently installed at the overpass intersection, and argued that the
decorative streetlight at the corner of Scenic and Main is an eyesore and no longer useful.

IX. CONSENT AGENDA

Staff Activity Report January 2014

Financial Status Reports for December 2013.

Law Enforcement Activity Report and Public Meeting Announcements

Tourist Occupancy Tax Amnesty Program

Banner Policy & Application Process

Trail Volunteer Program Kick-Off

Resolution 2014-01; Amending Council Meeting Start Time and Meeting Dates
Ratify Letters of Endorsement for HWMA and Electric Charging Station Support.

Pull item No.4 for discussion. Now discussion item No.5.

Motion (West/Baker) to approve the consent agenda as amended. Passed 5-0.

X. DISCUSSION AGENDA

Presentation of 2012-2013 Final Audit Report and Authorize the City Manager to execute the 2013-2014
Engagement Letter.

City Manager Suiker explained that the firm of Marcello and Company, Certified Public Accountants, has
performed the fiscal and management audit for the City of Trinidad for the past several years. The principal in
the firm, Ralph Marcello, CPA, has personally performed these audits and is keenly aware of the City’'s practices
and finances.

The City’s financial “report card” indicates the city conformed with generally accepted accounting principles;
however, as has been noted in previous audits, because of the inadequacy of historic accounting records, the
Auditor has been unable to form an opinion regarding the amounts at which property and equipment and
accumulated depreciation are recorded. There were no audit exceptions identified.

The City's three major operational funds all improved in their net positions during the course of this audit year.
The General Fund improved by over $100,000, primarily due to revenues over and above budget expectations
and also due to savings in personnel due to a vacant position and paternal leave without pay. Transfers from
other funds accounted for some $22,200. This was primarily the result of grant account reconciliations, made
necessary because grant expenditures and offsetting revenues in past years were not always applied to the
same fund, which necessitated a number of transfers in and transfers out to balance expenditures against
revenues. As was included in the adopted budget, $20,000 was transferred to capital reserves (fire $10,000;
public works $10,000).

The Water Fund improved by over $38,000 due to water sale revenue exceeding budget expectations and

savings in personnel due to a vacant position and paternal leave without pay. A $15,000 transfer to capital
reserves was made in the audit year as was planned for in the adopted budget.
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The Cemetery Fund improved by over $4,000 due to increased sales of cemetery plots, and it appears that may
also be the case in the current year. As was reported to the Council in October 2013 during an overview of
cemetery operations, at that time there were still at least 300 available burial plots and approximately 200
cremation plots still available, so we are not approaching capacity at this time.

Mr. Marcello is again willing to perform the audit for FY2013-14, and because the audit went smoothly, he is
offering a 10% reduction in costs from what he has been charging. That would reduce the cost for the financial
audit from $18,000 to $16,200 and preparation of the financial statements from $2,000 to $1,800. Reimbursable
out of pocket costs for travel and supplies would remain at $900. Due to Mr. Marcello’s knowledge of the city’s
financial practices and methods, he requires minimal support from the city’s limited staff to support his audit
efforts.

There was no public comment.

Council comments included:
Baker: It's nice that Marcello has turned his efficiencies into savings for the city.

Motion (Miller/West) to accept the FY2012-13 Annual Financial Audit, and Authorize the City Manager to execute
an Audit Engagement Letter to perform the FY2013-14 audit for $16,200, prepare the draft financials for $1,800
and reimburse for out of pocket costs at $900. Passed unanimously.

Unmet Transit Needs Public Hearing.

City Manager Suiker explained that each year, HCAOG conducts a citizen participation process to assess unmet
transit needs within Humboldt County. This annual “unmet transit needs” process helps HCAOG properly apply
funds provided through the Transportation Development Act. All member entities are encouraged to participate
and conduct separate hearings, and share the findings with HCAOG staff.

Public comment included:
Mike Morgan — Trinidad Resident and Business Owner
Thanked HTA for adding Sunday service to their route.

Comment will be forwarded to HCAOG.

Discussion/Decision Regarding Draft Vacation Dwelling Unit Ordinance

City Planner Trever Parker explained that the City Council originally adopted the Vacation Dwelling Unit (VDU)
Ordinance in 2011 and submitted it for certification to the Coastal Commission. Since that original ordinance
adoption, City staff and Coastal Commission staff have had several discussions and negotiations, and the
original ordinance was even repealed and replaced at one time to clear up a few procedural requirements. As a
result of these negotiations, many minor and major modifications have been made and there is finally tentative
agreement on the ordinance specifics. Because of the number and extent of the changes, City staff wanted to
bring this back to the City Council for review and concurrence prior to Coastal Commission action.

So many changes were made to the original ordinance that using the ‘track changes’ tool in Word had made the
document very difficult to read. In addition, the overall organization had become rather confused. For these
reasons, we are presenting you with a final, clean version along with this summary of the changes that have
been made. In addition, based on requests at the last meeting (Feb. 12), we have also included Ordinance 2012-
01 that was submitted to the Coastal Commission. We have also included the most current and comprehensive
draft with the ‘track changes’ and comments.

Many of the changes are minor and do not change the substance of the ordinance; these include things like
section numbering and language clarifications to make the rules more clear and enforcement easier, such as
changing the phrase “may not” to “shall not.” For the purposes of this summary, the focus is on the substantive
changes.

Council guestions included:
Davies: | requested that both documents be included for review/comparison. Some of the changes that the
Coastal Commission staff made were substantial, and we would like more time to review it.
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Baker: Question about the definition of bedroom.

West: Question about “off-street parking requirement. Parker explained that the number of occupants is limited
by parking, which could be more restrictive than if determined by the number of bedrooms.

Public comment included:

Brad Twoomey — Trinidad

Asked if it was ok to turn a school bus into a vacation rental. What about signs? It needs to be clear. Parker
explained that this ordinance doesn’t remove any existing regulations, it provides a new layer of them.

Adora King — Trinidad

I've been involved in getting VDU'’s regulated for many years. They have been operating without any regulations
for far too long. The regulations can't be left open to interpretation, and | urge the Council to spend time
reviewing this ordinance carefully. Unfortunately another rental season will come and go before the ordinance is
adopted. She had 2 questions. 1) number of occupants, and 2) can there be 2 VDU’s on one property?

Mike Reinman — Owner, Redwood Coast Vacation Rentals

| appreciate the work that the original VDU Advisory Committee accomplished. I'm concerned that the off-street
parking issue is a dramatic change to the original ordinance. Also, I'm very concerned with the violation section
referring to the operator’s license being revoked after 2 written warnings. If management dealt with a problem
quickly and effectively, nothing will prevent a frustrated neighbor from complaining to the city and creating an
issue for the VDU operator. They could use this to their advantage negatively.

Reid Kitchen — Trinidad Reatreats

Encouraged the Council to review our tenant contract. Our policies and procedures are strict. | don’t want to be
held responsible for a tenant’s behavior. | understand the need for an ordinance, but will address that at a future
meeting.

Kim Tays — Trinidad
Parking needs to be strict. The Coastal Commission says the ordinance may be presented to the board in March
if the city has no significant objections. The city should decide on this soon.

By consensus, the Council agreed to set a special meeting on February 19" at 4:00pm to discuss the draft VDU
ordinance.

Discussion/Decision Regarding the Draft Housing Element of the General Plan Update.

City Planner Trever Parker explained that the Housing Element is the last of the seven State required General
Plan elements. It is the longest of the elements thus far, and includes a lot of information to digest. As explained
within the document, there are some problems with the reliability of the data, but it is all we have. The Census
Bureau did not update all the information required for a complete housing element in 2010. Instead they
provided estimated statistics that are not as accurate (American Community Survey). Their website notes that
for jurisdictions with less than 10,000 people, the data are unreliable.

The City Council previously concurred with a Planning Commission recommendation to complete a ‘middle-
ground’ Housing Element. The State Dept. of Housing and Community Development (HCD) has strict
requirements for housing elements that go way beyond what is necessary for a small, rural community like
Trinidad. To comply with the State requirements, the housing element would have to be longer than the entire
remainder of the general plan and address many issues that are not applicable to Trinidad. Therefore, staff and
the Planning Commission produced a Housing Element that makes a good faith effort towards meeting the State
requirements, and that includes all the available data while focusing on the needs of Trinidad; but the element is
likely not certifiable per HCD requirements in its current form.

In the development of the Housing Element, the Planning Commission started by brainstorming on the issues the
State requires to be addressed. For example, what are the primary housing issues and needs, opportunities and
constraints, etc. based on your knowledge of the community? What trends do you see? What will be future
challenges? How do we maximize public participation (are there underrepresented groups that require special
outreach)? This gave staff the guidance as to what to focus on in the development of an appropriate housing
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element that will meet the State requirements to the degree feasible, while focusing on and addressing the needs
of Trinidad residents.

As part of their recommendation to the City Council for consideration of this draft Housing Element, the Planning
Commission suggested that the Council consider submitting the Housing Element to the HCD, which is the
agency responsible for reviewing and certifying housing elements, or another professional for review. The
purpose of this would be to get an idea of where the Housing Element falls in or out of compliance with state
requirements, so the City knows exactly what deficiencies exist in order to make an educated decision about it.

Public comment included:

Kathy Bhardwaj — Trinidad

When | first joined the Council | attended a neighborhood design conference that taught ways to characterize
certain areas, or micro-neighborhoods. It would be feasible to draft characteristics that describe each distinct
part of town. | started compiling this data on my own, and some of it may be useful to city staff. | am concerned
with mansionization.

There was no council comment.

By consensus, the Council directed staff to submit the draft Housing Element to the HCD for review and
comment.

Tourist Occupancy Tax Amnesty Program

City Manager Karen Suiker explained that the city’s procedure for collection of transient occupancy taxes is the
same or very similar to the procedure in place in other entities within Humboldt County. The lodging
establishment completes a form each quarter to calculate the tax (10% for City; 2% for County Tourism Business
Development) and submits the completed form and makes the tax payment to the City. The form contains
instructions saying the “TOT is due 30 days after the end of the quarter”, and includes a line with instructions to
calculate penalties and interest at 10% for 1% month after delinquent date plus an additional 10% for 2" month
delinquency, plus 1-1/2% for each additional month or fraction thereof. The latter SHOULD read .5% for each
additional month or fraction thereof (one half of one percent). Again, this is the same or similar form and process
in place in other entities within Humboldt County, and was updated and streamlined by the City in 2008.

Most establishments are timely with delivery of the tax collected on behalf of the city, and interest and penalties
have never been assessed to the recollection of existing staff. Because of rather significant late payments on the
part of one lodging establishment, staff conducted a review of collections for three calendar years 2011-2013,
and found three establishments potentially subject to the penalties and interest as is provided in the city’s
municipal code section 3.20.070. All three establishments are current on payment of the transient occupancy
taxes, but the penalties and interest for late payment has not been enforced. Staff is seeking council direction
and consideration of a possible amnesty program in lieu of strict enforcement of the penalties and interest as set
forth in the Code. It is not uncommon for other local entities to exercise discretion as to whether to strictly
enforce the penalties or interest, and if an establishment is demonstrating good faith and effort to keep current,
and is keeping the entity up to date in terms of progress and expectations, and especially if it is an isolated case,
then a settlement is usually reached.

The City is interested in a consistent application of its codes in fairness to all of its valued lodging
establishments, and waiving all the penalties and interest might not viewed as consistent nor fair by some. The
council may wish to consider a one-time amnesty program suggested at ten percent (10%) of the calculated
penalties and interest, provided such payment is made before July 31, 2014, in exchange for not pursuing
collection of the full penalties. For the three establishments with at least one delinquent payment made in the
past 3 years, a 10% amnesty program would provide for payments to the city of $578.38, $8.94 and $14.15.

Public comment included:

Kim Tays — Trinidad

Read from a long statement submitted to the Council and Clerk arguing that the amnesty program proposed is
not fair. She suggested that the Trinidad Bay Bed & Breakfast only be eligible for amnesty if they pay on time
from now on.
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Pat Morales — Trinidad

Defined amnesty, and claimed that the proposal should not have been drafted by the City Manager and B&B
owner. She also argued that T.O.T. payments and penalties was money owed to the city, held by the operators
in trust. She provided data showing how many months the B&B was late on payments, and urged the Council to
not approve the amnesty.

Mike Morgan — Owner, Trinidad Bay Bed & Breakfast

Explained how bankruptcy was the reason his business became financial unreliable. The IRS took the money
they had reserved for occupancy tax payment. He accused Pat Morales as turning this into a personal attack.
He stated that the City was made aware of their financial problems when they occurred, and was kept in the loop
as they strategized their recovery.

Council comment included:
Miller: The City Manager keeps the books straight, and we’re in a position to reconcile the non-activity. The City
needs to work out an agreement, and | support the provision of amnesty.

Baker: | support the amnesty as long as we can be assured we'’re not in the same position 5-years from now.
However, | may have to abstain from the decision if Mike feels that it is the city’s standard practice to negotiate
fees.

City Manager Suiker suggested the amnesty approval be conditional, and that all future payments be made on
time or the amnesty is revoked and all fees and penalties be paid back in full.

Offer a one-time 10% amnesty in exchange for not pursuing collection of penalties and interest against lodging
establishments late in payment of transient occupancy taxes up to the quarter ending December 2013, with
payment of the amnesty amount to be made no later than July 31, 2014. If any payments are made late through
the quarter ending March 31, 2016, any penalties or interest waived through the amnesty program will be
reinstated and due immediately. Passed 3-2. (Yes — Fulkerson, West, Miller. No — Davies, Baker)

Xlll. ADJOURNMENT

- Meeting ended at 10:17pm.

Submitted by: Approved by:
Gabriel Adams Julie Fulkerson
City Clerk Mayor
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