
AGENDA

Garden Grove City Council

Tuesday, January 26, 2016

6:30 PM

Courtyard Center
12732 Main Street, Garden Grove,

CA 92840

Bao Nguyen
Mayor

Steven R. Jones
Mayor Pro Tem

Christopher V. Phan
Council Member

Phat Bui
Council Member

Kris Beard
Council Member

Meeting Assistance:  Any person requiring auxiliary aids and services, due to a disability, to address
the City Council, should contact the City Clerk's Office 72 hours prior to the meeting to arrange for
accommodations.  Phone:  714) 741-5040.
 
Agenda Item Descriptions: Are intended to give a brief, general description of the item.  The City
Council may take legislative action deemed appropriate with respect to the item and is not limited to
the recommended action indicated in staff reports or the agenda. 
 
Documents/Writings:  Any revised or additional documents/writings related to an item on the agenda
distributed to all or a majority of the Council Members within 72 hours of a meeting, are made
available for public inspection at the same time (1) in the City Clerk's Office at 11222 Acacia Parkway,
Garden Grove, CA  92840, during normal business hours; (2) on the City's website as an attachment
to the City Council meeting agenda; and (3) at the Council Chamber at the time of the meeting. 
 
Public Comments:  Members of the public desiring to address the City Council are requested to
complete a pink speaker card indicating their name and address, and identifying the subject matter
they wish to address.  This card should be given to the City Clerk prior to the start of the meeting. 
General comments are made during "Oral Communications" and should be limited to matters under
consideration and/or what the City Council has jurisdiction over.  Persons wishing to address the City
Council regarding a Public Hearing matter will be called to the podium at the time the matter is being
considered.
 
Manner of Addressing the City Council: After being called by the Mayor, you may approach the
podium, it is requested that you state your name for the record, and proceed to address the City
Council. All remarks and questions should be addressed to the City Council as a whole and not to
individual Council Members or staff members. Any person making impertinent, slanderous, or profane
remarks or who becomes boisterous while addressing the City Council shall be called to order by the
Mayor.If such conduct continues, the Mayor may order the person barred from addressing the City
Council any further during that meeting.
 
Time Limitation: Speakers must limit remarks for a total of (5) five minutes. When any group of
persons wishes to address the City Council on the same subject matter, the Mayor may request a
spokesperson be chosen to represent the group, so as to avoid unnecessary repetition.At the City
Council's discretion, a limit on the total amount of time for public comments during Oral
Communications and/or a further limit on the time allotted to each speaker during Oral
Communications may be set.
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PLEASE SILENCE YOUR CELL PHONES DURING THE MEETING.

 
AGENDA

 

Open Session
 

6:30 PM
INVOCATION
 
PLEDGE OF ALLEGIANCE TO THE FLAG OF THE UNITED STATES OF AMERICA
 
ROLL CALL:  COUNCIL MEMBER BEARD, COUNCIL MEMBER BUI, COUNCIL
MEMBER PHAN, MAYOR PRO TEM JONES, MAYOR NGUYEN

1. CLOSED SESSION REPORT

1.a. CLOSED SESSION REPORT

2. PRESENTATIONS

3. ORAL COMMUNICATIONS (to be held simultaneously with other
legislative bodies)

4. WRITTEN COMMUNICATIONS

4.a. Approval for use of Willowick Golf Course for annual Garden
Grove Community Foundation Golf Classic.  (Action Item)

4.b. Approval of written request from the Garden Grove Farmers Market
Director to waive annual fees associated with the Garden Grove
Farmers Market.  (Cost:  $1,625.50) (Action Item)

5. CONSENT ITEMS

Consent Items will be acted on simultaneously with one motion unless separate discussion
and/or action is requested by a member.

5.a. Approval of the 2016 Investment Policy; Re-Appointment of a City
Treasurer and a Deputy City Treasurer; and Delegation of
Investment Authority.  (Action Item)

5.b. Approval of the First Amendment to an agreement with Community
Action Partnership of Orange County for grant funding for physical
activity opportunity projects.  (Action Item)

5.c. Authorize the issuance of a purchase order to Apex Computer
Systems, Inc. for the purchase of Hewlett Packard Computers.
(Cost:  $57,736.80) (Action Item)

5.d. Acceptance of Project No. S-1124-A Material Storage Canopy as
complete.  (Action Item)
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5.e. Consideration of donation request from the Vietnamese American
Federation of Southern California.  (Cost:  approximately
$260) (Action Item)

5.f. Request for authorization to participate in the City of Santa Ana's
application for a U.S. Department of Housing and Urban
Development Promise Zone Designation. (Action Item)

5.g. Approval of warrants. (Action Item)

5.h. Approval to waive full reading of Ordinances listed.  (Action Item)

6. PUBLIC HEARINGS

Motion to approve will include adoption of each Resolution unless otherwise stated.

6.a. Public Hearing - Consideration of an amended and restated
Operating Covenant Agreement with AAA Oil, Inc. dba California
Fuels and Lubricants at 11621 and 11671 Westminster Avenue.
 (Action Item)

6.b. Public Hearing - District Elections mapping process
update. (Action Item)

7. COMMISSION/COMMITTEE MATTERS

7.a. Appointment of Michael Barker to fill the vacancy on the Planning
Commission.  (Action Item)

8. ITEMS FOR CONSIDERATION

8.a. Approval of funding for 800 MHZ Backbone and Radios. (Action
Item)

8.b. Award of Independent Financial Auditor/Contract to Davis Farr
LLP for FY 2015-16 through FY 2019-20 (Cost:  $397,041 for five
years) (Action Item)

9. ORDINANCES PRESENTED FOR SECOND READING AND ADOPTION

9.a. Second reading of Ordinance No. 2863 updating the City’s Land
Use Regulations pertaining to cannabis dispensaries, delivery, and
cultivation; and confirming unlisted uses are prohibited.  (Action
Item)
Ordinance No. 2863  entitled AN ORDINANCE OF THE CITY COUNCIL
OF THE CITY OF GARDEN GROVE APPROVING AMENDMENT NO. A-015-
2015 AMENDING TITLE 9 OF THE GARDEN GROVE MUNICIPAL CODE
TO UPDATE THE CITY’S LAND USE REGULATIONS PERTAINING TO
CANNABIS DISPENSARIES, DELIVERY, AND CULTIVATION, AND TO
CONFIRM THAT USES NOT SPECIFICALLY IDENTIFIED IN A ZONING
DISTRICT ARE PROHIBITED IN THAT DISTRICT

10. MATTERS FROM THE MAYOR, CITY COUNCIL MEMBERS, AND CITY

Page 3 of 300 



MANAGER

10.a. Presentation on SR22 Billboards (per City Manager).

10.b. Discussion on the qualifications of City Commissioners, as
requested by Council Member Beard. (Action Item)

10.c. Discussion regarding the provision of financial support for non-
profit organizations, as requested by Council Member Bui.

11. ADJOURNMENT

The next Regular Meeting will be held on Tuesday, February 9, 2015, at
5:30 p.m. in the Community Meeting Center, 11300 Stanford Avenue, Garden
Grove.
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Agenda Item - 4.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kimberly Huy

Dept.: City Manager Dept.: Community Services 

Subject: Approval for use of Willowick
Golf Course for annual Garden
Grove Community Foundation
Golf Classic.  (Action Item)

Date: 1/26/2016

OBJECTIVE

The purpose of this memorandum is to request approval for the use of Willowick Golf
Course for the 12th Annual Golf Classic, jointly sponsored by the Garden Grove
Community Foundation and Garden Grove Chamber of Commerce.

BACKGROUND

For the past eleven years, the Garden Grove Community Foundation (GGCF) and the
Garden Grove Chamber of Commerce (Commerce) have partnered to plan and
coordinate a golf tournament fundraiser known as the GGCF/Chamber of Commerce
Golf Classic.  This event is one of the largest and most significant Fundraisers for
both organizations. Funds raised help support GGCF annual events and also assist
the Chamber in promoting the Garden Grove business community and providing
resources for tourists who visit Garden Grove. 

DISCUSSION

Willowick is contractually obligated to grant free use of the golf course to a 501(c)
(3) tax exempt organization once a year.  Traditionally, the City Council has granted
joint use of the course to the GGCF and Garden Grove Chamber and both
organizations are asking that the City Council once again approve their request.  The
golf tournament is scheduled for Wednesday, May 4, 2016.

FINANCIAL IMPACT

None.

RECOMMENDATION

It is recommended that the City Council:
 

Approve the use of Willowick Golf Course on Wednesday, May 4, 2016, for the
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12th annual GGCF/Chamber Golf Classic.
 
 

ATTACHMENTS:
Description Upload Date Type File Name

GGCF/Chamber of
Commerce Request
Letter

1/13/2016 Cover Memo Letter_from_GGCF_re_Golf_Tournament.pdf
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Agenda Item - 4.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kimberly Huy

Dept.: City Manager Dept.: Community Services 

Subject: Approval of written request from the
Garden Grove Farmers Market
Director to waive annual fees
associated with the Garden Grove
Farmers Market.  (Cost:
 $1,625.50) (Action Item)

Date: 1/26/2016

OBJECTIVE

To transmit a letter from the Garden Grove Farmers Market Director, Ms. Lee
Ostendorf, requesting that the annual fees related to the Garden Grove Farmers
Market be waived.

BACKGROUND

Ms. Lee Ostendorf has served as the director of the Garden Grove Farmers Market
since the Farmers Market was established in April 2010. The Farmers Market is held
every Sunday from 9:00 a.m. to 2:00 p.m. along the historic Main Street. Each year,
Ms. Ostendorf has requested approval to waive the annual business license and
permit fees for this event.

DISCUSSION

The Garden Grove Farmers Market Director is requesting that the City Council waive
the annual fees associated with the weekly Farmers Market.

FINANCIAL IMPACT

The total amount of fees to be waived is approximately $1,625.50. This cost includes
annual business license fees of $68.50 per vendor, for a total of $1,575.50 (23 vendors),
and the annual event permit fee of $50.00. 

RECOMMENDATION

It is recommended that the City Council:
 

Consider the request from the Garden Grove Farmers Market director to waive
the annual fees associated with the weekly Farmers Market.
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ATTACHMENTS:
Description Upload Date Type File Name

Letter Request from the
Garden Grove Farmers
Market Director

1/13/2016 Cover Memo
Ltr_Request_for_Fees_to_be_Waived_1-
13-16.pdf

Page 9 of 300 



Page 10 of 300 



Agenda Item - 5.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kingsley Okereke

Dept.: City Manager Dept.: Finance 

Subject: Approval of the 2016 Investment
Policy; Re-Appointment of a City
Treasurer and a Deputy City
Treasurer; and Delegation of
Investment Authority.  (Action
Item)

Date: 1/26/2016

OBJECTIVE

To comply with California Government Code Section 53646(a)(1), which states that
the Treasurer or Chief Fiscal Officer of the local agency may annually render to the
legislative body of that local agency a statement of investment policy, which the
legislative body of the local agency shall consider at a public meeting; and to renew
delegation to the City Treasurer and Deputy City Treasurer the authority to invest City
funds.

BACKGROUND

The current City Investment Policy, has continued to remain in compliance with State
guidelines including the following stipulations:  
 

1. The Chief Fiscal Officer may submit a quarterly report to the legislative body
that contains detailed information on all securities, investments, and moneys of
the local agency.

2. Prohibition of governments investing in inverse floaters.
3. Prohibition of governments investing in any security that could result in zero interest

accrual if held to maturity.  
Also, consistent with State guidelines, the City Council may renew the delegation of
authority each year to the City Treasurer and to the Finance Director, or his designee, as
Deputy City Treasurer, as the persons responsible for the investments.  The City Council
has delegated this authority by Resolution No. 9219-14 to said positions.  

DISCUSSION

Prior to Chapter 889, Statutes of 2004 (AB 2853, Laird), California Government Code
Section 53646 required cities to annually render an investment policy to be
considered at a public meeting. With the advent of AB 2853, the requirement to
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submit investment policies was made optional, although the Legislature still
encourages the submittal of investment policies because of the public interest
served. The Finance Director, acting as Deputy City Treasurer, provides the City
Council a copy of the investment portfolio monthly.  Also, the City’s Investment
Policy is presented to the City Council for review and approval at a public meeting
annually.  The Investment Policy outlines the City’s investment guidelines and
investing strategy.  The Policy requires the City to hold the securities or have
safekeeping by a recognized financial institution.  Currently,  U. S. Bank and Union
Bank, N.A. (which is a custodial service completely separate from Union Bank
operations) provide custodial/safekeeping services to the City.   The City Investment
Policy applies to secure the investment principal, allows for ease of liquidation, and
provides a reasonable return on the investments.  In addition, the Investment Policy
allows the City of Garden Grove to maintain sufficient cash so all payments due in at
least the next six months may be made in a timely manner.   The requirements and
strategies outlined in the City’s Investment Policy have allowed the City of Garden
Grove to have no losses in principal while maintaining a reasonable return on the
portfolio.  Last fiscal year the City’s Investment Portfolio return was approximately
1.26%.  All of the investments held in the portfolio at this time are either Federal
Securities or invested in the Local Agency Investment Fund (LAIF).

FINANCIAL IMPACT

None.

RECOMMENDATION

It is recommended that the City Council take the following actions:
 

Approve the attached 2016 Investment Policy;  
 

Re-appoint Kimberly A. Huy as City Treasurer, and Kingsley Okereke as the
Deputy City Treasurer; and

 
Renew delegation to the City Treasurer and Deputy City Treasurer the
responsibility to invest or to reinvest City funds.

ATTACHMENTS:
Description Upload Date Type File Name

2016 INVESTMENT
POLICY

1/14/2016 Backup Material INVESTMENT_POLICY_2016_draft.docx
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CITY OF GARDEN GROVE 
 

INVESTMENT POLICY 
 
 

MISSION STATEMENT 

 
It is the policy of the City of Garden Grove to invest public funds in a manner that 
will provide in priority order, maximum security, adequate liquidity and sufficient 
yield, while meeting the daily cash flow demands of the City of Garden Grove and 
conforming to all sections of California Government Code Section 53600, et seq., 
and related statutes and regulations governing the investment of public funds. 
 
1. PURPOSE 
 
This statement is intended to provide direction for the investment of the City of 
Garden Grove’s temporary idle cash under the prudent investor standard.  
California Government Code Section 53600.3 defines the prudent investor as an 
individual who is authorized to make investment decisions as trustees, and 
therefore they are considered fiduciaries subject to the prevailing standard.  
Furthermore, the trustee is to act to safeguard the principal and maintain the 
liquidity needs of the agency. 
 
The City’s ultimate investment goal is to invest public funds in a manner which will 
provide the highest investment return with the maximum security while meeting 
the daily cash flow demands of the entity and conforming to all state and local 
statutes governing the investment of public funds. 
 
2. SCOPE 
 

This investment policy applies to all financial assets of the City of Garden Grove.  
These funds are accounted for in the City of Garden Grove’s audited Comprehensive 
Annual Financial Report (CAFR) and include all funds under the direction of the City. 
Bond Proceeds are excluded from this Policy.  Investment of bond proceeds will be 
made in accordance with applicable bond indentures. 
 

3. PRUDENCE 
 
Investments shall be made with judgment and care--under circumstances then 
prevailing--which persons of prudence, discretion and intelligence exercise in the 
management of their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as the probable income to be 
derived. 
 
The standard of prudence to be used by investment officials shall be the “prudent 
person” standard and shall be applied in the context of managing an overall 
portfolio.  Investment officers acting in accordance with written procedures and this 
investment policy and exercising due diligence shall be relieved of personal 
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INVESTMENT POLICY 
PAGE 2   
 
 

responsibility for an individual security’s credit risk or market price changes, 
provided deviations from expectations are reported in a timely fashion and 
appropriate action is taken to control adverse developments. 
 
4. OBJECTIVES 
 
The City’s funds shall be invested in accordance with all applicable City policies and 
codes, State statutes, and Federal regulations, and in a manner designed to 
accomplish the following objectives. 
 
Section 53600.5 of the California Government Code defines the investment 
objectives of the investment of public funds and that the primary objective of a 
trustee is the safety of the principal of funds under its control.  The secondary 
objective is to meet the liquidity needs of the depositor.  The third objective is to 
achieve a return on the funds under its control. 
 

 A.  Safety 
 

Safety and the minimizing of risk associated with investing refers to attempts 
to reduce the potential for loss of principal, interest or a combination of the 
two.  The first level of risk control is found in State law that restricts the 
particular type of investments permissible for municipalities.  The second 
level of risk control is reduction of default risk by investing in instruments 
that appear upon examination to be the most credit worthy.  The third level 
of risk control is reductions of market risk by investing in instruments that 
have maturities coinciding with dates of disbursements, thereby eliminating 
risk of loss from a forced sale.  The City of Garden Grove only invests in 
those instruments that are considered very safe. Safety of principal is the 
foremost objective of the City of Garden Grove’s Investment Program. 

 
 B.  Liquidity 
 

Liquidity refers to the ability to easily sell at any time with a minimal risk of 
losing some  portion of principal or interest.  Liquidity is an important quality 
for an investment to have, for at any time the City may have unexpected or 
unusual circumstances that result in larger disbursements than expected.  
When this occurs the existence of highly liquid investments allows the City to 
meet the cash requirements without unfavorable forced liquidation penalties.  
Generally investments and their maturities are selected in anticipation of 
disbursement needs. The City of Garden Grove’s Investment Portfolio will 
remain sufficiently liquid to enable the City to meet all operating 
requirements which might be reasonably anticipated. 
 

Page 16 of 300 



INVESTMENT POLICY 
PAGE 3   
 
 

  
 C.  Yield 
 

Yield is the potential dollar earnings an investment can provide, and also is 
sometimes described as the rate of return. To meet the objectives, the City 
of Garden Grove attempts to obtain the highest yield on its investments 
consistent with the preservation of principal and liquidity.  The yield 
benchmark for the City is the 6 month Treasury Bill as listed in the Money 
Rates section of the Wall Street Journal. 

 
 

5. DELEGATION OF AUTHORITY 
 
The City invests in the spectrum of instruments allowable under the Government 
Code Section 53600 et seq. of the State of California.  The City Council has 
delegated, by resolution No. 9219-14, the authority to invest with the City Finance 
Director and the appropriate assistants, subject to the limitations set forth in the 
Investment Policy and Investment Guidelines.  (The City holds its public investor 
harmless for responsible investment transactions undertaken in accordance with the 
Investment Policy.) 
 
6. ETHICS AND CONFLICT OF INTEREST 
 
Officers and employees involved in the investment process shall refrain from 
personal business activity that could conflict with proper execution of the 
investment program, or which could impair their ability to make impartial 
investment decisions.  Employees and investment officials shall disclose to the 
Finance Director of the City any material financial interest in financial institutions 
that conduct business with the jurisdiction, and they shall further disclose any large 
personal financial/investment positions that could be related to the performance of 
the City, particularly with regard to the time of purchases and sales. 
 
7. INVESTMENT GUIDELINES AND INVESTMENT STRATEGY 
 
The City of Garden Grove uses a set of written Investment Guidelines (Attachment 
1) that define the procedures for investing within the directives of the Investment 
Policy. In accordance with the Investment Guidelines, Investment Strategy 
(Attachment 2) is used to maximize yield depending on market conditions. 
 
8. INVESTMENT INSTRUMENTS 
 
The City invests in the following investment instruments as approved by the 
California Government Code, Sections 53600 et seq. subject to the limitations 
stated in the City’s Investment Guidelines and Investment Strategy: 
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1. Securities of the U. S. Government or its Agencies 
An obligation of the U. S. Government, backed by the full faith and 
credit of the government. These securities are regarded as the highest 
quality of investment securities available in the U.S. securities market. 

 
2. Federal Home Loan Bank (FHLB) 

Members of the Home Loan Bank system issue consolidated bonds and 
discount notes as joint and severable obligations of the Home Loan 
Bank System.  Although the banks operate under federal charter with 
government supervision, there is no explicit federal guarantee of 
Federal Home Loan Bank debt. The reserves against the debt, which 
must be maintained, are considerable and this investment is 
considered very safe. 

 

3.  Federal National Mortgage Association (FNMA) 
FNMA purchases conventional mortgages which are generated from 
the sale of corporate obligations to private investors. Its strong 
secondary market is financed in part through issuance of short-term 
notes that resemble commercial paper. The notes range up to 360 
days. 
  

4.  Federal Farm Credit Bank (FFCB) 
Farm Credit Bonds are high credit quality bonds. The Farm Credit 
System's status as a Government-sponsored enterprise, results from 
its public mission and ties to the federal government; the traditionally 
strong governmental support of the agricultural sector; and the 
System's strong financial performance in recent years, including 
favorable earnings and strong capital ratios.  Farm Credit Debt 
Securities are the joint and several obligations of the Farm Credit 
System Banks and are not obligations of and are not guaranteed by 
the United States or any Federal agency instrumentality, other than 
the Banks. 

 
5.  Local Agency Investment Fund (LAIF) 

The LAIF is established by the State Treasurer for the benefit of local 
agencies in which their money is pooled as a method for managing 
funds. 
 

6. Local Agency Bonds 
Bonds, notes, warrants, or other evidences of indebtedness of any 
local agency within this state, including bonds payable solely out of the 
revenues from a revenue-producing property owned, controlled, or 
operated by the local agency, or by a department, board, agency, or 
authority of the local agency. 
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 7.  Certificate of Deposit (CD) 
  A time deposit with a specific maturity evidenced by a certificate. 
 

8.  Bankers Acceptances 
 A draft or bill or exchange accepted by a bank or trust company.  The 

accepting institution guarantees payment of the bill, as well as the 
issuer. 

 
9.  Negotiated Certificates of Deposit 
 Unsecured obligations of a financial institution, bank or savings and 

loan, bought at par value with the promise to pay face value plus 
accrued interest at  maturity. They are high-grade negotiable 
instruments, paying a higher interest rate than regular certificates of 
deposit. 

 
10.  Commercial Paper 

An unsecured short-term promissory note issued by corporations, with 
maturities ranging from 2 to 180 days. 

 
11.  Repurchase Agreements (Overnight) 
 An agreement of one party to purchase securities at a specified price 

from a second party and a simultaneous agreement by the first party 
to resell the securities at a specified price or at a specified later date. 

 
 12.  Passbook Savings Account 
  

13. Other investments that are, or may become, legal investments through 
the State of California Government Code. 

 
9. DELIVERY 
 
All security transactions entered into by the City shall be conducted on a delivery-
versus-payment (DVP) basis to ensure that securities are deposited in an eligible 
financial institution prior to the release of the funds.  Securities will be held by a 
third party custodian designated by the Finance Director and evidenced by 
safekeeping receipts and monthly reports. 
 
10. POLICY CONSTRAINTS 
 
The City operates its investment program with many State and self-imposed 
constraints.  It does not speculate; it does not buy stocks or corporate bonds; it 
does not deal in futures or options; it does not purchase on margin through 
Reverse Repurchase Agreements.  The weighted average life of the portfolio is 
maintained within limits dictated by the cash flow needs of the City, the economy, 
and the Investment Guidelines.  The City diversifies its investments to reduce 
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potential default on market risks.  The portfolio is carefully monitored to assure the 
prudent management of the portfolio. 
 
11. INVESTMENT CONTROLS 
 
The City has developed a System of Internal Investment Controls and a 
Segregation of Responsibilities of Investment Functions in order to assure an 
adequate system of internal control over the investment function. 
 
The Finance Director shall establish an annual process of independent review by an 
external auditor.  This review will provide internal control by assuring compliance 
with policies and procedures. 
 
12. INVESTMENT REPORTS 
 
The Finance Director renders a monthly Investment Report to the City Manager and 
City Council, through the Manager’s Memo, showing the type of investment, 
institution, date of maturity, amount of deposit, current market value for all 
securities under the City control, rate of interest, amount of interest received during 
the month and Par Value.  A graph is included which indicates the percent of the 
portfolio that is invested in each type of investment instrument. 
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GLOSSARY 

 
ACCRUED INTEREST – Interest earned but not yet received. 
 
AGENCIES – Agencies of the Federal government set up to supply credit to various 
classes of institutions (e.g., S&L’s, small business firms, students, farmers, housing 
agencies, etc.).  Examples include Federal Home Loan Mortgage Corporation 
(FHLMC), Federal National Mortgage Association (FNMA), Federal Home Loan Bank 
(FHLB) and Federal Farm Credit Bank (FFCB). 
 
BANKERS’ ACCEPTANCE (BA) – A draft or bill of exchange accepted by a bank or 
trust company.  The accepting institution guarantees payment of the bill as well as 
the issuer. 
 
BROKER/DEALER – An individual or firm acting as principal in a securities 
transaction. 
 
CALLABLES – Securities that the issuer has the right to redeem prior to maturity. 
 
CERTIFICATE OF DEPOSIT (CD) – A time deposit with a specific maturity 
evidenced by a certificate.  Large denomination CD’s are typically negotiable. 
 
COLLATERAL – Securities, evidence of deposit or other property which a borrower 
pledges to secure repayment of a loan.  Also refers to securities pledged by a bank 
to secure deposits of public monies. 
 
COMMERCIAL PAPER – Short term unsecured promissory note issued by a 
corporation (including limited liability companies) to raise working capital.  These 
negotiable instruments are purchased at a discount to par value or at par value 
with interest bearing.  Commercial paper is issued by corporations such as General 
Motors Acceptance Corporation, IBM, Bank of America, etc. 
 
COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) – The official annual 
report of the City.  It includes five combined statements for each individual fund 
and account group prepared in conformity with Generally Accepted Accounting 
Principles (GAAP).  It also includes supporting schedules necessary to demonstrate 
compliance with finance-related legal and contractual provisions, extensive 
introductory material, and a detailed Statistical Section. 
 
COUPON – a) The annual rate of interest that a bond’s issuer promises to pay the 
bondholder on the bond’s face value; b) a certificate attached to a bond evidencing 
interest due on a payment date. 
 
DELIVERY VS PAYMENT – Delivery of securities with a simultaneous exchange of 
money. 
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DEMAND ACCOUNT – An account with a commercial bank from which check 
withdrawals may be made at any time. 
 
DISCOUNT – The difference between the cost price of a security and its maturity 
when quoted at lower than face value.  A security selling below original offering 
price shortly after sale also is considered to be at a discount. 
 
DIVERSIFICATION – Dividing investment funds among a variety of securities 
offering independent returns. 
 
FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC) – A Federal agency 
that insures bank deposits, currently up to $100,000 per deposit. 
 
FEDERAL HOME LOAN BANKS (FHLB) – The institutions that regulate and lend 
to savings and loan associations.  The Federal Home Loan Banks play a role 
analogous to that played by the Federal Reserve Banks vis-à-vis member 
commercial banks. 
 
FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA) – FNMA, like GNMA 
was chartered under the Federal National Mortgage Association Act in 1938.  FNMA 
is a Federal corporation working under the auspices of the Department of Housing 
and Urban Development (HUD).  It is the largest single provider of residential 
mortgage funds in the United States.  Fannie Mae, as the corporation is called, is a 
private stockholder-owned corporation.  The corporation’s purchases include a 
variety of adjustable mortgages and second loans, in addition to fixed-rate 
mortgages.  FNMA’s securities are highly liquid and are widely accepted.  FNMA 
assumes and guarantees that all security holders will receive timely payment of 
principal and interest. 
 
LIQUIDITY – A liquid asset is one that can be converted easily and rapidly into 
cash without a substantial loss of value.  In the money market, a security is said to 
be liquid if the spread between bid and asked prices is narrow and reasonable size 
can be done at those quotes. 
 
LOCAL AGENCY INVESTMENT FUND (LAIF) – The aggregate of all funds from 
political subdivisions that are placed in the custody of the State Treasurer for 
investment and reinvestment. 
 
MARKET VALUE – The price at which a security is trading, usually the liquidation 
value. 
 
MATURITY – The date upon which the principal or stated value of an investment 
becomes due and payable. 
 
PAPER GAIN OR LOSS – Term used for unrealized gain or loss on securities being 
held in a portfolio based on comparison of current market quotes and their original 
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cost.  This situation exists as long as the security is held while there is a difference 
between cost value (book value) and the market value. 
PORTFOLIO – Collection of securities held by an investor. 
 
PRUDENT PERSON RULE – An investment standard.  In some states, the law 
requires that a fiduciary, such as a trustee, may invest money only in a list of 
securities selected by the custody state—the so-called “legal list.”  In other states, 
the trustee may invest in a security if it is one that would be bought by a prudent 
person of discretion and intelligence who is seeking a reasonable income and 
preservation of capital. 
 
RATE OF RETURN – The yield obtainable on a security based on its purchase price 
or its current market price.  This may be the amortized yield to maturity on a bond, 
the current income return. 
 
REPURCHASE AGREEMENT (REPO) – A holder of securities sells these securities 
to an investor with an agreement to repurchase them at a fixed price on a fixed 
date.  The security “buyer” in effect lends the “seller” money for the period of the 
agreement, and the terms of the agreement are structured to compensate them for 
this. 
 
REVERSE REPURCHASE AGREEMENT (REVERSE REPO) – A reverse-repurchase 
agreement (reverse repo) involves an investor borrowing cash from a financial 
institution in exchange for securities.  The investor agrees to repurchase the 
securities at a specific date for the same cash value plus an agreed upon interest 
rate.  Although the transaction is similar to repo, the purpose of entering into a 
reverse repo is quite different.  While a repo is a straightforward investment of 
public funds, the reverse repo is a borrowing. 
 
SAFEKEEPING – The service provided by banks and trust companies for clients 
when the bank or trust company stores the securities, takes in coupon payments, 
and redeems issues at maturity. 
 
SPREAD – a) The yield or price difference between the bid and offer on an issue; 
b) the yield or price difference between different issues. 
 
TREASURY BILLS – A non-interest bearing discount security issued by the U.S. 
Treasury to finance the national debt.  Most bills are issued to mature in three 
months, six months or one year. 
 
TREASURY BONDS – U.S. Treasury securities that have initial maturities of more 
than ten years. 
 
TREASURY NOTES – Intermediate-term coupon bearing U.S. Treasury securities 
having initial maturities of from one year to ten years. 
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TRUSTEE – A financial institution with trust powers that acts in a fiduciary capacity 
for the benefit of the bondholders in enforcing the terms of the bond contract. 
 
YIELD – The rate of annual income return on an investment, expressed as a 
percentage.  (a) Income Yield is obtained by dividing the current dollar income by 
the current market price for the security.  (b) Net Yield or Yield to Maturity is the 
current income yield minus any premium above par or plus any discount from par 
in purchase price, with the adjustment spread over the period from the date of 
purchase to the date of maturity of the bond. 
 
YIELD CURVE – Yield calculations of various maturities at a given time to observe 
spread difference. 
 
YIELD TO MATURITY – The current coupon yield minus any premium above par, 
or plus any discount from par in the purchase price with the adjustment spread 
over the period from date of purchase to maturity. 
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Attachment 1 
 
 
INVESTMENT GUIDELINES 
 
INVESTMENT GUIDELINES STATE THE PARAMETERS OF HOW INVESTING IS TO BE 
ACCOMPLISHED. 
 
1. CASH AVAILABILITY GUIDELINES 
 
 A. Cash flow analysis is developed which serves as a basis for determining 
the cash available for investment and maturity dates needed to cover future 
disbursements. 
 
 B. A close rapport is maintained with all other departments having a 
significant impact on cash flow to ensure receipt of timely and accurate data. 
 
 C. Revenue receipts are consolidated into one bank account and invested on 
a pooled concept basis. This provides maximum interest with minimal accounting 
steps.  Interest earnings are allocated according to fund cash and investment 
balances. 
 
 D. Active bank balances are kept as low as possible without jeopardizing 
good banking relationships by maintaining investment of available cash as near to 
100 percent as possible. 
 
 E. Bank balances are obtained daily to assure fast, accurate, and detailed 
information. 
 
 F. Sufficient funds are maintained in very liquid investments to meet most 
unexpected  contingencies. 
 
2. INVESTING GUIDELINES 
 
 A. Based on the economy a close working relationship is maintained with a 
list of well-established brokers, and bankers whose expertise is of assistance in 
making investing decisions. 
 
 B. Economic data, forecasts, and conditions are continuously obtained from 
financial experts in the field and evaluated as to impact on investing decisions. 
 

C. Business journals are routinely reviewed and education programs 
attended to enhance knowledge and professional skills required managing an 
investment portfolio. 
 
 D. Only investments authorized by the Investment Policy are transacted. 
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 E. Investments are diversified by (1) type, (2) institution, (3) length of 
maturity, and (4)  broker/dealer/bank used as is consistent with safety, liquidity, 
yield, and administrative  cost. 
 
 F. Purchases of investments are made with the intent of holding the 
investments to maturity. 
 
 G. The City does not permit the purchase of securities on margin (the 
borrowing of funds via Reverse Repurchase Agreements using the security to be 
purchased as collateral). 
 
 H. Competitive bids are obtained and documented on all investments when 
practical. 
 
 I. Every investment transaction is documented and the procedure for 
monitoring is clearly defined. 
 
 J. Security purchases are maintained within statutory limits imposed by the 
California Government Code. 
 
  Current limits are: 
 
  Bankers Acceptances-30% and not over 180 days in maturity (53601-f) 
  Commercial Paper - 15% (53601-g) 
  Negotiated Certificates of Deposit - 30% (53601-h) 
 
 K. The weighted average life of the portfolio is maintained within limits 
dictated by the cash flow needs of the City and the economy. 
 
 L. Investment strategies are reviewed for possible need to change at least 
quarterly.  They are reviewed more frequently as changes in economic conditions 
dictate. 
 
3. GUIDELINES FOR TYPES OF INVESTMENTS 
 
 A. CALIFORNIA STATE-LOCAL AGENCY INVESTMENT FUND 
 
 A resolution of the City is on file with the State Treasurer, which permits 
maintaining an account in the Local Agency Investment Fund.  Effective January 01, 
2016, the maximum per account balance that can be held in the fund was increased 
from $50 million to $65 million.  LAIF has a policy limiting the number of total 
deposit and withdrawals each month (currently it is a total of 15 transactions). 
Since periodically LAIF changes the maximum balance and the number of 
transactions allowed each month, the City will make the necessary adjustments to 
conform to any new requirements.  Interest is paid quarterly on an average of what 
the fund earned for the quarter. 
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 B. REPURCHASE AGREEMENTS (REPOS) 
 
 Repos are used only as a short-term investment not exceeding 30 days. 
 
 C. BANKERS ACCEPTANCES 
 
 Bankers Acceptances are mainly used for investments with a maturity of one 
to six  months.  The City will only invest in the 100 largest banks in the world (in 
terms of assets).  Investment in any one institution will not exceed 10 percent of 
the City’s portfolio.  Investment in Bankers Acceptances will not exceed 30 percent 
of the City’s  portfolio as per State law.  Maturities will be for 180 days or less. 
 
 D. TIME CERTIFICATES OF DEPOSITS (TCDs) 
 
 Only Time Certificates of Deposits that are insured for $100,000 by FDIC, 
FLSIC, or fully collateralized as required by state law if over $100,000 are 
purchased.  Not more than five percent of the City’s portfolio is invested in any one 
institution.  Time Certificates of Deposit are safe kept in the City’s vault in a fire file 
or in an acceptable safekeeping account with a perfected interest in the City’s 
name.  The institution must be located in California. 
 
 E. COMMERCIAL PAPER 
 

Commercial paper is a short-term unsecured promissory note issued by a 
corporation to raise working capital.  Local agencies are permitted by state law to 
invest in commercial paper of “prime” quality of highest rank.  The City of Garden 
Grove invests in high quality commercial paper for periods of one to ten days to 
maximize temporary idle funds. 
 
 F. TREASURY NOTES AND FEDERAL AGENCY SECURITIES 
 
 Investments in Treasury Notes and Federal Agency Securities are limited to 
those with maturity of five years or less. 
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Attachment 2 
 
 
INVESTMENT STRATEGY 
 
1. When making an investment decision, the purchase of an investment is made 
with the intent of holding that investment to maturity. 
 
2. Fully utilize the cash flow projection to balance the liquidity needs at all times. 
 
3. Maintain close working relationships with bankers and brokers, and contact 
several with each investment transaction. 
 
4. Obtain, at least weekly, economic forecasts from bankers, brokers or other 
financial experts in the field. 
 
5. Keep the active bank balance at the lowest possible level without jeopardizing 
good bank relationships. 
 
6. Maintain sufficient funds in overnight investments to meet current cash flow. 
 
7. Review investment plan and strategy annually or as the need arises. 
 
8. Review investment strategy quarterly and update as needed. 
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Agenda Item - 5.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kim Huy

Dept.: City Manager Dept.: Community Services 

Subject: Approval of the First
Amendment to an
agreement w i t h Community
Action Partnership of Orange
County for grant funding for
physical activity opportunity
projects.  (Action Item)

Date: 1/26/2016

OBJECTIVE

To request that the City Council approve the First Amendment to an Agreement with
Community Action Partnership of Orange County (CAPOC), for grant funding from the
Center of Disease Control (CDC) to encourage physical activity opportunities by
installing permanent physical activity equipment in City parks and extending walking
paths at Eastgate Park.  

BACKGROUND

In June of 2014, CAPOC approached the City of Garden Grove regarding partnering in
applying for a grant that supports the implementation of policies, systems, and
environmental interventions to improve the health of and reduce diseases in Garden
Grove, Anaheim and Santa Ana residents. CAPOC’s target strategies are to reach 75
percent of Garden Grove community members to increase their access to healthy
food and beverages, and physical activities.  

DISCUSSION

The attached First Amendment will provide funding, in the amount of approximately
$140,216, for year two of the Agreement for the installation of permanent physical
activity equipment in City parks and extending a walking path at Eastgate Park.

FINANCIAL IMPACT

As a supporting agency, the financial impact will consist of in-kind staff time to
manage the projects.  Cost of materials and supplies will be funded through the
grant. 

RECOMMENDATION
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It is recommended that the City Council:
 

 Approve the attached First Amendment to an Agreement with the Community Action
Partnership of Orange County, and

 
Authorize the City Manager to sign and execute the First Amendment, including
making any modifications during the contract period for the operation and
implementation of the contract services.

ATTACHMENTS:
Description Upload Date Type File Name

OCPICH Subgrant
Agreement

1/5/2016 Backup Material OCPICH_Subgrant_-
_executed.pdf

OCPICH First Amendment 1/5/2016 Backup Material OCPICH_Subgrant_-
_First_Amendment.pdf
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Agenda Item - 5.c.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Charles D. Kalil

Dept.: City Manager Dept.: Information Technology 

Subject: Authorize the issuance of a
purchase order to Apex
Computer Systems, Inc. for the
purchase of Hewlett Packard
Computers. (Cost:
 $57,736.80) (Action Item)

Date: 1/26/2016

OBJECTIVE

To secure City Council authorization to purchase 90 new and unused Hewlett Packard
“HP” Business Personal Computers in the amount of $57,736.80 from Apex Computer
Systems, Inc., pursuant to IFB No. S-1184.

BACKGROUND

Some of the City’s computer inventory has exceeded the “end of life” requirements.
These computers run the Windows XP operating system that Microsoft stopped
supporting in April 2014. These computers cannot run the current supported version
of Windows, creating a security risk to the City’s entire network. A formal bid process
to replace 90 computers has been completed.

DISCUSSION

There were 47 prospective bidders for this project.  13 bids were received.  Bid
results are as follows:
 

Bidders for IFB No. S-1184

Bidder Name Bid Amount

Apex Computer
Systems, Inc. $57,736.80
Nitech $58,222.80
0M Office Supply Inc. $60,264.00
MK Management Inc. $61,916.40
Cyber Computers, Inc. $62,020.40
Daisy I.T. $62,833.97
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En Pointe $63,402.59
GST Informaiton
Technology Solutions $63,484.24
PCM Logistics $66,335.12
Global Blue DVBE, INC. $69,414.41
Saitech, Inc. $112,174.60
Ritmo Investments, Inc. $113,445.52
Sigmanet $114,464.66

 
All bids were found to be responsive.

FINANCIAL IMPACT

The Information Technology Internal Service Fund will absorb the financial impact
not to exceed $57,736.80, which has been budgeted for this purpose.

RECOMMENDATION

It is recommended that the City Council:
 

Authorize the Finance Director to issue a purchase order to Apex Computer
Systems, Inc. for the purchase of 90 new and unused Hewlett Packard Business
Computers, in the amount of $57,736.80.
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Agenda Item - 5.d.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: William E. Murray

Dept.: City Manager Dept.: Public Works 

Subject: Acceptance of Project No. S-
1124-A Material Storage Canopy
as complete.  (Action Item)

Date: 1/26/2016

OBJECTIVE

For the Garden Grove City Council to accept the above project as complete and
authorize the City Manager to execute the Notice of Completion of Public
Improvement and Work.

BACKGROUND

There is a designated storage area in the Municipal Service Center for different
materials and equipment used for Public Works operation and maintenance. A canopy
was required to cover the storage area to be in compliance with the rules and
recommendations of the National Pollutant Discharge Elimination System (NPDES)
regulated by California Regional Water Quality Control Board.

DISCUSSION

The contractor, Archico Design Build, has completed the improvements in accordance
with the plans, specifications and other contract documents. 

FINANCIAL IMPACT

The project was completed within budget and schedule.  The retention payment will
be released after recordation of the Notice of Completion with the County of Orange.

RECOMMENDATION

It is recommended that the City Council:
 

Accept Project No. S-1124-A – Material Storage Canopy as complete; 
Authorize the City Manager to execute the Notice of Completion of Public Works
Improvement and Work; and
Authorize the Finance Director to release the retention payment when
appropriate to do so.
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ATTACHMENTS:
Description Upload Date Type File Name

MATERIAL STORAGE
CANOPY

1/13/2016 Cover Memo MATERIAL_STORAGE_CANOPY.pdf
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Agenda Item - 5.e.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kimberly Huy

Dept.: City Manager Dept.: Community Services 

Subject: Consideration of donation
request from the Vietnamese
American Federation of Southern
California.  (Cost:  approximately
$260) (Action Item)

Date: 1/26/2016

OBJECTIVE

The purpose of this memorandum is to ask that the City Council consider a request
from the Vietnamese American Federation of Southern California for the donation of
surplus tables and chairs from the H. Louis Lake Senior Center.

BACKGROUND

In November 2015, the H. Louis Lake Senior Center acquired new chairs for their
dining room.  The Center's old chairs (approximately 80 chairs) were scheduled to be
sent to the Warehouse as "surplus goods," where they would be bundled with other
surplus items and sold as a "lot" at a Public Auction.
 
In addition to the chairs, the Senior Center had five (5) tables that were also to be
sent to the Warehouse as surplus. The Vietnamese American Federation of Southern
California has requested that the City Council consider donating the tables and chairs
to the Federation, who recently opened new offices in Garden Grove.

DISCUSSION

The Vietnamese American Federation of Southern California is a recognized 501(c)3
and non-profit in good standing. At least half of the its members are Garden Grove
residents.

FINANCIAL IMPACT

While the exact value of the tables and chairs is unknown, a recent auction of
bundled furniture would place a value on the chairs of approximately $2.00 per chair,
or $160.  Additionally, the tables have a minimal value and are estimated to be worth
no more than $20 per table, or $100, for a total donation request value of $260.

RECOMMENDATION
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It is recommended that the City Council:
 

Authorize the donation of the five (5) tables and eighty (80) chairs to the
Vietnamese American Federation of Southern California to use within their new
offices.

ATTACHMENTS:
Description Upload Date Type File Name

Request Letter 1/14/2016 Backup Material Request_Letter.pdf
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Agenda Item - 5.f.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Karl Hill

Dept.: City Manager Dept.: Community Development 

Subject: Request for authorization to
participate in the City of Santa
Ana's application for a U.S.
Department of Housing and
Urban Development Promise
Zone Designation. (Action Item)

Date: 1/26/2016

OBJECTIVE

The purpose of this report is to request authorization for the City of Garden Grove to
participate in the City of Santa Ana’s application for a U.S. Department of Housing
and Urban Development (HUD) Promise Zone designation.

BACKGROUND

In February 2016, the City of Santa Ana will be submitting an application for a HUD
Promise Zone designation.  The proposed boundaries of the Promise Zone will
include a small portion of the City of Garden Grove (i.e., a portion of Buena and
Cinton Streets).  The Promise Zone Initiative goals include: 1) increasing economic
prosperity and job creation, 2) reducing serious and violent crime focused on Santa
Ana’s safety zones, 3) enhancing educational opportunities, 4) increasing the supply
of affordable housing, 5) improving the infrastructure in the commercial corridor, 6)
and increasing private sector investment and small business development.

DISCUSSION

The City of Santa Ana has requested a letter agreement from the City of Garden
Grove allowing a portion of Garden Grove to be designated as a Promise Zone for
implementation of the specific activities that will be outlined in the Promise Zone
application.  The agreement does not commit Garden Grove to provide any financial
or non-financial resources, other than assistance in procuring any documentation or
statistics that would be beneficial to the implementation of the Plan.   If selected as a
Promise Zone designation, Santa Ana, as the lead agency will be responsible to HUD
for fulfilling the responsibilities of the Promise Zone designation.  

FINANCIAL IMPACT

None.
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RECOMMENDATION

It is recommended that the City Council:
 

 Authorize the City of Garden Grove’s participation in the City of Santa Ana’s
application for a HUD Promise Zone designation. 

ATTACHMENTS:
Description Upload Date Type File Name

Letter Agreement With
Santa Ana

1/20/2016 Cover Memo SA_Letter_Agreement.Promise_Zone.pdf
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Agenda Item - 5.g.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kathy Bailor

Dept.: City Manager Dept.: City Clerk 

Subject: Approval of warrants. (Action
Item)

Date: 1/26/2016

The attached warrants are submitted for City Council approval.

ATTACHMENTS:
Description Upload Date Type File Name

Warrants 1/20/2016 Backup Material cc_warrants.pdf
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Agenda Item - 6.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kingsley Okereke

Dept.: City Manager Dept.: Finance 

Subject: Public Hearing - Consideration of an
amended and restated Operating
Covenant Agreement with AAA Oil,
Inc. dba California Fuels and
Lubricants at 11621 and 11671
Westminster Avenue.  (Action Item)

Date: 1/26/2016

OBJECTIVE

The purpose of this report is for the City Council to hold a Public hearing and consider adopting
a Resolution approving an Amended and Restated Operating Covenant Agreement (the
“Agreement”) with AAA Oil, Inc. dba California Fuels and Lubricants (“CFL”), located at 11621
and 11671 Westminster Avenue in Garden Grove (the "Site").

BACKGROUND

CFL delivers high-quality name brand petroleum products and services throughout Southern
California, and Garden Grove is CFL’s point-of-sale for sales tax purposes.  CFL was founded in
Garden Grove September 2004 with only 2 employees. Today, the company employs 44 people
and is one of the City’s top ten (10) highest sales tax producers.  In August 2013, the City and
CFL entered into an Operating Covenant Agreement (the “Original Agreement”) pursuant to
which the City agreed to share 50% of all incremental additional sales tax revenues generated
by CFL above those then being generated, up to a maximum of $2,000,000, for a period of 10
years, and CFL agreed to make an additional $2,000,000 capital investment to expand its
business and provide certain operating covenants to ensure CFL remained in Garden Grove.  To
date, CFL has received a total of $12,045.88 under the terms of the Original Agreement.
 
In 2015, CFL approached the City requesting to renegotiate the Original Agreement to be more
competitive in the fuel industry.  On May 12, 2015, the City Council received information
pertaining to CFL’s request, directed staff to negotiate an amendment to the Original Agreement
with CFL for the Council’s consideration, and approved a contract with Tierra West Advisors,
Inc. to prepare an economic analysis of the amended agreement pursuant to Government Code
53083).  
 
City staff has negotiated the attached proposed Amended and Restated Operating Covenant
Agreement ("Amended Agreement") with CFL for the City Council’s consideration.  Pursuant to
the proposed Amended Agreement, the City would keep the first $200,000 in sales tax revenues

generated by CFL each year for the next approximately 20 years  (until June 30, 2036), and
would share annual sales tax revenues above $200,000 with CFL according to the following
revised structure:

Portion of Annual Sales Tax
Revenues Generated by

Business

Percentage
Retained by City

Percentage
Payable to
Company

Page 170 of 300 



Business Company
First $200,000 100% 0%

Next $1,800,000 30% 70%
Next $1,000,000 40% 60%
Next $2,000,000 50% 50%
Next $2,000,000 45% 55%

Amount in Excess of $7,000,000 35% 65%
In exchange, CFL would agree to continue to keep its business in Garden Grove and designate
Garden Grove as its point-of-sale until at least June 30, 2036, and to make an additional
$8,000,000 near-term investment in the business to further expand its operations in Garden
Grove.
 
CFL anticipates that the proposed additional $8 Million capital investment will help it to
significantly increase its sales, which would result in a corresponding significant increase in
sales tax revenues to the City.  According to the analysis performed by the City’s consultant
Tierra West Advisors, it is estimated that the Amended Agreement will provide CFL with
approximately $6.6 million and the City $6.9 million over a twenty (20) year period.  CFL also
projects the addition of approximately 130 to 235 new jobs over a period of twenty (20) years.
New jobs are anticipated to include drivers, dispatchers, logistics office staff, accounting and IT
positions.

DISCUSSION

City Benefits
The purpose of the proposed Amended Agreement is to induce CFL to remain in Garden Grove
for the next 20 years and to make a significant additional capital investment of its own funds in
its business in order to increase the volume of sales in Garden Grove. If the anticipated
expansion and sales growth occurs as a result of CFL's capital investment, the Agreement will
result in the generation of significant additional sales tax revenues to the City’s General Fund,
the creation of additional employment opportunities for residents of the City, the long-term
maintenance of the Site in a first class condition, and other tangible and intangible benefits to
the City. The projected benefits to the City from the proposed Amended Agreement are
described more fully in the attached report prepared by Tierra West Advisors.

FINANCIAL IMPACT

If CFL’s revenue growth projections are realized, the City would receive approximately $6.8
million in sales tax revenues from CFL’s business over the next 20 years under the sales tax
sharing structure in the proposed Amended Agreement.  Without the Amended Agreement, there
is a risk CFL would choose to relocate, in which case the City would receive no sales tax
revenues attributable to the Business. The City has appropriated $32,000 in the City’s 2015-2016 FY
budget which will be used to fund the anticipated tax rebate payments made to CFL from March 1,
2016 to June 30, 2016.

RECOMMENDATION

Staff recommends that:
 

A Public Hearing be conducted;

Adopt the attached Resolution making certain findings and approving the Amended and
Restated Operating Covenant Agreement with AAA Oil, Inc. dba California Fuels and
Lubricants; and

Authorize the City Manager to execute the Amended and Restated Operating Covenant
Agreement, including any minor modifications as appropriate, and any other pertinent
documents necessary to effectuate and/or implement the Agreement.
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documents necessary to effectuate and/or implement the Agreement.

ATTACHMENTS:

Description Upload
Date Type File Name

Resolution 1/20/2016 Backup
Material

Resolution_Approving_Amended_and_Restated_Operating_Covenant_Agreement_AAA_Oil__Inc.-
12.DOC

Agreement 1/20/2016 Backup
Material

20160120140417157-2-2.pdf

Consultant
Report AB
562

1/20/2016
Backup
Material LTR___Tax_Sharing_Report_-_CA_Fuels_1-20-16_Final_Edits-6.pdf
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RESOLUTION NO.  

 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GARDEN GROVE,  

CALIFORNIA, APPROVING AMENDED AND RESTATED OPERATING COVENANT 

AGREEMENT BETWEEN THE CITY OF GARDEN GROVE AND AAA OIL, INC. DBA 

CALIFORNIA FUELS AND LUBRICANTS 

 

THE CITY COUNCIL OF THE CITY OF GARDEN GROVE, CALIFORNIA, DOES 

HEREBY FIND AS FOLLOWS: 

  

A. AAA Oil, Inc. dba California Fuels and Lubricants (the "Company") 

owns and operates a petroleum products distribution business (the "Business") in 

the City of Garden Grove and is one of the City’s largest sales tax generators. 

 

B. On or about August 13, 2013, the City and the Company entered into 

that certain Operating Covenant Agreement (the “Original Agreement”).  Pursuant 

to the Original Agreement, the Company agreed to be bound by certain operating 

covenants and restrictive covenants with respect to the Business and the real 

property on which the Business is located (the "Site"), including, but not limited to, 

(i) committing to invest no less than two million dollars ($2,000,000) in the 

Business; (ii) continuously operating the Business on the Site and designating the 

Site as the point of sale for all of the Business's sales until at least June 30, 2025; 

(iii) timely paying all taxes; (iv) maintaining the Site in accordance with specified 

standards; and (v) complying with all applicable laws and other governmental 

requirements.  In consideration for Company’s agreement to be bound by such 

operating covenants and restrictive covenants, the City agreed to make certain 

Covenants Consideration payments to the Company over a period of up to ten (10) 

years, up to a maximum of two million dollars ($2,000,000).   

 

City recognizes that retention of the Business will continue to contribute to 

the economic vitality of the City, continue to provide additional jobs in the City, 

continue to expand the City’s tax base, and otherwise improve economic and 

physical conditions in the City. 

 

C. In order to ensure retention of the Business in Garden Grove for the 

long term, to facilitate the retention and expansion of jobs in the City, to allow CFL 

to gain competitiveness within the fuel provision industry, and to incentivize CFL to 

make significant additional capital investments to expand its Business in the City, 

the City and the Company desire to amend and restate the Original Agreement to 

provide for an additional capital investment in the Business by the Company, to 

extend the length of the Covenants Consideration Accrual Period and Operating 

Period, and to revise the method of calculating the Covenants Consideration.  

Accordingly, the City and the Company propose to enter into that certain Amended 

and Restated Operating Covenant Agreement attached hereto at Exhibit “A” (the 

“Agreement”).  Pursuant to the proposed Agreement, the Company would agree to 

be bound by certain expanded operating covenants and restrictive covenants with 

respect to the Business and the Site, including, but not limited to, (i) committing to 
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invest no less than an additional eight million dollars ($8,000,000) to expand the 

Business in Garden Grove; (ii) continuously operating the Business on the Site and 

designating the Site as the point of sale for all of the Business's sales until at least 

June 30, 2036, and agreeing not to solicit or accept economic incentives from other 

public or private entities to relocate the Business outside of the City during this 

period; (iii) timely paying all taxes; (iv) maintaining the Site in accordance with 

specified standards; and (v) complying with all applicable laws and other 

governmental requirements.  In consideration for Company’s agreement to be 

bound by such operating covenants and restrictive covenants, and of the additional 

sales tax revenues to be paid by the Company for the benefit of the City, which the 

City would not otherwise realize, the City would agree to make certain Covenants 

Consideration payments to the Company in amounts measured by the amount of 

sales tax revenues generated by the Company’s Business from March 1, 2016 

through June 30, 2036, in accordance with the following structure: 

 

Portion of Annual Sales Tax 

Revenues Generated by 

Business 

Percentage Retained 

by City 

Percentage 

Payable to 

Company 

First $200,000 100% 0% 

Next $1,800,000 30% 70% 

Next $1,000,000 40% 60% 

Next $2,000,000 50% 50% 

Next $2,000,000 45% 55% 

Amount in Excess of $7,000,000 35% 65% 

 

 

The Company would be prohibited from allocating or using any Covenants 

Consideration paid to Company under the Agreement for construction and/or 

development on the Site. 

 

D.  The Company has represented to the City that the proposed additional 

capital investment in, and expansion of, the Company's Business would not be 

feasible without the Covenants Consideration to be paid by the City pursuant to the 

Agreement, and that the Company anticipates and expects that such Covenants 

Consideration payments foreseeably would result in benefits to the Company in an 

amount commensurate with their value at the time of each payment. 

 

E.  The Company and the City anticipate that Company's expanded 

Business, as operated in accordance with the Agreement, would generate additional 

sales tax revenues to the City, ensure the long-term maintenance of the Site in a 
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first-class condition, and create significant employment opportunities and other 

tangible and intangible benefits to the City. 

 

F. The City retained Tierra West Advisors, Inc. to review, analyze, and 

prepare an economic analysis of the Agreement in accordance with Government 

Code 53083.  A copy of the report prepared by Tierra West Advisors, Inc. (the 

“Summary Report”) is attached hereto as Exhibit “B” and was made available to the 

public and on the City’s website prior to January 26, 2016 Public Hearing.  The 

Summary Report describes the Company, describes the start and end dates for the 

economic development subsidy under the Agreement, describes the economic 

development subsidy called for under the Agreement, including the estimated total 

amount of the expenditure of public funds as a result of the economic development 

study, includes a statement of the public purposes for the economic development 

subsidy under the Agreement, contains an estimate of the projected tax revenue to 

the City as a result of the economic development subsidy, and contains an estimate 

of the number of jobs that will be created by the economic development subsidy 

under the Agreement.  The Summary Report concludes that, over the more than 

20-year term of the Agreement, it is estimated that the Company will receive an 

approximately $6.6 million total subsidy, that the City will receive approximately 

$6.9 million in sales tax revenues attributable to the Company’s Business, and that 

approximately 130 to 235 new jobs will be created in Garden Grove as a result of 

the Agreement. 

 

G. Prior to approval of the Agreement, the City made the information 

required by Government Code Section 53083(a) available in written form and on 

the City’s website. 

 

H. On January 26, 2016, the City Council held a notice public hearing 

regarding the Agreement and the City’s obligations thereunder to pay the 

Covenants Consideration as required by Government Code Section 53083(b). 

 

 I.  The City Council has duly considered the terms of the proposed 

Agreement, the Summary Report prepared Tierra West Advisors, Inc., the value of 

the assistance to provided by the City pursuant to the Agreement, the benefits the 

City will derive from the Agreement, the report of City Staff, and other evidence and 

testimony provided at the January 26, 2016 Public Hearing. 

 

 

 NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF GARDEN GROVE, 

CALIFORNIA, DOES RESOLVE, DECLARE, DETERMINE, AND ORDER AS FOLLOWS: 

 

 SECTION 1.  The City Council hereby makes the following findings:  

 

A. The recitals set forth above are true and correct and are incorporated 

herein by reference. 
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 B. The Company's significant capital investment to expand the Business, 

the conduct and operation of the expanded Business on the Site, the 

imposition of the operating covenants and restrictive covenants upon 

the Business and the Site, and the City's payment of the Covenant 

Consideration in accordance with the proposed Operating Covenant 

Agreement constitute valid public purposes under Article XVI, Section 

6 of the California Constitution as necessary for the economic 

enhancement of the City and to contribute to the City's general fund 

that supports services for the health, safety and welfare of the 

residents of the City.  

 

 C. The proposed Agreement is in the vital and best interest of the City 

and the welfare of its residents and is in accordance with the public 

purposes and provisions of applicable state and local laws.  Without 

limiting the foregoing, the Company's expanded Business, as operated 

in accordance with the Agreement, will generate additional sales tax 

revenues to the City, will create significant employment opportunities 

for residents of the City, will ensure proper maintenance of the Site, 

and will provide other tangible and intangible benefits to the City. 

 

 D. The purpose and intention of the City in paying the Covenant 

Consideration pursuant to the Agreement is solely to induce Company 

to make a significant capital investment in order to expand its Business 

within the City, and to continue to locate and operate the expanded 

Business on the Site until at least June 30, 2036, so as to increase the 

amount of sales tax revenues generated in the City, to further the 

continued maintenance of the Site and the well-being of the citizens at 

large, and to increase local employment opportunities. 

 

 E. The Company's planned capital investment in the Business and 

planned expansion of the Company's Business within the City would 

not be feasible without the Covenants Consideration to be paid by the 

City pursuant to the Agreement. 

 

 F. The benefits provided by the continued operation of the Company's 

Business on the Site in accordance with the Agreement will result in 

substantially more benefits to the City than the costs to the City of 

providing the Covenants Consideration provided for in the Agreement. 

 

 G. The Covenants Consideration to be paid by the City pursuant to the 

Agreement foreseeably will result in benefits to the Company in an 

amount commensurate with its value at the time of each payment, and 

the total aggregate amount of the Covenants Consideration payments 

to be made by the City pursuant to the Agreement is not anticipated to 

exceed the minimum additional amount the Company is required to 

invest to expand the Business within the City pursuant to the 

Agreement. 
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 H. The amount of each payment required to be made by the City under 

the Agreement is a fair exchange for the consideration actually 

furnished pursuant to the Agreement by the Company during each 

fiscal year of the City in which payment is made; each payment to be 

made by the City under the Agreement has been calculated so that it 

will not exceed the resources available to make such payment; and in 

no event shall the City be immediately indebted to Company for the 

aggregate payments provided for pursuant to the Agreement. 

 

 I. The Agreement does not include or require any activity which may 

cause either a direct physical change in the environment, or a 

reasonably foreseeable indirect physical change in the environment.  

The Agreement does not require any change or significant 

intensification in land use or density and prohibits the Company from 

allocating or use using any Covenant Consideration paid by the City 

pursuant to the Agreement for construction and/or development on 

the Site.  The Company is not required to secure any other 

discretionary government approvals pursuant to the Agreement that 

would trigger California Environmental Quality Act (CEQA) review.  

Therefore, in light of the whole record, it can be seen with certainty 

that the project has no potential to cause a significant effect on the 

environment.  As such, the City Council finds that approval of the 

Agreement is exempt from the provisions of CEQA pursuant to CEQA 

Guidelines Section 15061(b)(3). 

 

 SECTION 2. The Amended and Restated Operating Covenant Agreement 

between the City of Garden Grove and AAA Oil, Inc., attached hereto at Exhibit “A”, 

is hereby approved. 

 

 SECTION 3.  The City Manager is hereby authorized to execute the 

Agreement, the Memorandum of Agreement, and any other related attachments, 

including any minor modifications as appropriate, and any other pertinent 

documents necessary to effectuate and/or implement the Agreement. 

 

 SECTION 4.  The City Manager (or his/her duly authorized representative) is 

further authorized to implement the Agreement and take all further actions and 

execute all documents referenced therein and/or necessary and appropriate to 

carry out the Agreement.  The City Manager (or his/her duly authorized 

representative) is hereby authorized to the extent necessary during the 

implementation of the Agreement to make technical or minor changes thereto after 

execution, as necessary to properly implement and carry out the Agreement, 

provided the changes shall not in any manner materially affect the rights and 

obligations of the City. 

 

 SECTION 5. The City Clerk shall certify to the adoption of this Resolution. 
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Adopted this 26th day of January, 2016. 
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Exhibit "A" 

 

Amended and Restated Operating Covenant Agreement 
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Exhibit "B" 

 

Summary Report 
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January 19, 2016  

 

 

Mr. Greg Blodgett 

Senior Project Manager 

Ms. Grace Lee 

Sr. Economic Development Specialist 

City of Garden Grove | Economic Development Division 

11222 Acacia Parkway  

Garden Grove, CA 92840 

 

 

RE:  AAA Oil, Inc. (Dba California Fuels and Lubricants) 

 AB 562 - Economic Development Strategy  

Job Retention, Capital Investment and Sales Tax Sharing    

 

Dear Mr. Blodgett and Ms. Lee: 

 

The City of Garden Grove (City) has commissioned Tierra West Advisors, Inc. (Tierra West) 

to mediate, review, analyze and prepare a report pertaining to an Amended and Restated 

Operating Covenant Agreement, between the City and AAA Oil, Inc. Dba California Fuels and 

Lubricants (CFL).  The Amended and Restated Operating Covenant Agreement and terms are 

based upon the City’s economic development strategy and in compliance with the newly 

enacted public reporting requirements of Assembly Bill 562 (AB 562)The State Legislature 

and Governor Brown, due to the elimination of Redevelopment addressed the loud outcry by 

cities, counties and communities for the need to legislatively assist local agencies, as well as 

the State, to encourage employment, retain jobs and companies in local communities.   The 

loss of redevelopment has left the City of Garden Grove with a loss of local resources to 

encourage economic development.  In response to this financial loss, the City of Garden Grove 

is developing an economic development strategy and considering an economic development 

subsidy that will comply with the continued public reporting provisions mandated by AB 562. 

 

CFL, located in Garden Grove, is proposing to maintain its primary office location within the 

City for the next 20 years and four (4) months maintain the City as the Point of Sales for all 
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taxable sales. In order to remain competitive and promote expansion, CFL and the City are 

proposing to enter into the Amended and Restated Operating Covenant Agreement which 

includes a revenue sharing and capital investment arrangement as part of the City’s Economic 

Development Program.   

 

The Amended and Restated Operating Covenant Agreement is intended to provide CFL and 

the City the ability to address among others: 

 Decline in competitiveness due to industry consolidation 

 Update the existing Operating Covenant Agreement  

 Extend CFL’s operations in the City  

 Retain City General Fund revenues to provide needed services for residents 

 Retain and capture future growth in CFL product sales (leveraging on estimated future 

revenue and industry price increases)Increase the economic competitiveness of Garden 

Grove 

 Increase the City’s wealth and prosperity  

 Diversify the City’s economic base and wage levels  

 Outreach and support to existing businesses  

 Maintain and enhance a consistent, business-friendly environment  

 Expand public-private partnership opportunities  

 

Tierra West recognizes that the provisions of the Amended and Restated Operating Covenant 

Agreement and retention of CFL would not only assist CFL but also provide a strong public 

purpose through the City’s continued expansion of economic development opportunities for 

businesses within the City.  Simultaneously, retention of CFL in the City, will provide 

continued growth of the City’s General Fund revenue and tax base and improve economic and 

physical conditions and services in the City. 

 

Sincerely,  

TIERRA WEST ADVISORS, INC. 

 

 

 

John N. Yonai 
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City of Garden Grove  

Economic Development (AB562) 

Amended and Restated Operating Covenant Agreement 

between 

City of Garden Grove  

and  

AAA Oil, Inc.  

dba California Fuels and Lubricants 
 

The City of Garden Grove (City) in order to maintain sustainable economic development, 

community vitality and recovery from the annual loss of over $5 million previously received by 

the City’s Redevelopment Agency, is implementing economic development strategies that include 

the application of Assembly Bill (AB) 562.  The City and AAA Oil, Inc., dba California Fuels and 

Lubricants, (CFL) propose to enter into an Amended and Restated Operating Covenant 

Agreement.  The Amended and Restated Operating Covenant Agreement requires CFL to remain 

in operation in the City and the City will continue to provide revenue sharing with CFL. 

 

The loss of redevelopment has left the City of Garden Grove as well as all cities Statewide with a 

loss of local resources to encourage economic development and maintain local services.  The 

California Legislature and Governor Brown made the decision to terminate redevelopment and 

removed the single largest economic tool available to local agencies.  Based upon the decision to 

terminate redevelopment statewide, the Governor and Legislature recognized the necessity of 

cities, counties and the State, to encourage employment and retain jobs and companies by giving 

economic subsidies to businesses and the importance of providing public input by requiring: 

 

1. A public hearing prior to the granting of the subsidy 

2. A report regarding the subsidy within the term 

3. Where a subsidy has a term of more than 10 years, an additional public hearing at the 

conclusion of the subsidy.   

 

The State approved AB 562, which went into effect on January 1, 2014, codifying a continued 

public reporting requirement for economic development subsidies.  

 

This report includes the information required by AB 562 and the fiscal analysis necessary to 

determine the projected revenue generated by CFL to the City as part of the economic development 

strategy for business retention through an Amended and Restated Operating Covenant Agreement.  

The City provided information which was utilized to establish an estimated "Revenue Tax Base" 

of sales tax collected by the City from CFL. After the Revenue Tax Base was determined, 

projections of additional revenue generation from sales tax collections directly attributable to the 

business were developed. The projected revenue tax increase from CFL represents new resources 

as well as the retention of a portion of existing general fund revenues to the City of which a 

percentage of the revenue collected will be shared with CFL. This will avoid significant fiscal 

impacts to City revenues and community services.  
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AB562 requires a statement of public purpose for the economic development subsidies which can 

be satisfied by showing how the public is benefited at large with the proposed business retention. 

Community-wide benefits can be readily shown by the retention of revenues that will be used to 

provide municipal services.  The City Council may choose to approve the Amended and Restated 

Operating Covenant Agreement in order to retain and expand jobs, maintain a local business, assist 

CFL to gain competitiveness within the fuel provision industry and incentivize the business owner 

to consider and complete upgrades and improvements.  This report identifies the financial data 

necessary to allow the City Council to determine the value of entering into the proposed Amended 

and Restated Operating Covenant Agreement. 

 

AB 562 Reporting Requirements  

On and after January 1, 2014, each local agency shall, before approving any economic development 

subsidy within its jurisdiction, provide all of the following information in written form available to 

the public, and through its Internet Web site, if applicable: 

 

1. The name and address of all corporations or any other business entities, except for sole 

proprietorships, that are the beneficiary of the economic development subsidy, if applicable. 

 

AAA Oil, Inc., dba California Fuels & Lubricants –  

11621 Westminster Ave, Garden Grove, CA 92843 

Founded in 2004, AAA Oil, Inc., dba California Fuels and Lubricants, (CFL) is a state 

provider of competitively priced energy products and services. CFL delivers high-quality 

name brand petroleum products including but not limited to clear and dyed diesel, gasoline, 

all variety of lubricants, greases, DEF, propane, CNG, and LPG. CFL operates its own fleet 

of vehicles and provides 24/7 emergency services, fuel and lube inventory management, 

remote tank monitoring with a fully integrated fuel management system/fuel monitoring 

and tank rentals and sales.  Certifications include Supplier Clearing House: Minority 

Business Enterprise (MBE) CPUC VON: 11090024 and National Minority Supplier 

Development Council (NMSDC) #SC05132.  

 

Refined Petroleum Industry 

The refined petroleum products market in the US grew 22 percent between 2006-2012 

despite a sharp decline in consumption and price during the economic downturn. The local 

refined petroleum products industry followed similar trends, growing by an average of 6 

percent per year during the 2006-2012 review period.  The US refined petroleum products 

industry became more export-oriented with the share of exports increasing from 6 percent 

in 2006 to 16 percent in 2012.  Strong growth is forecast for the industry as high prices and 

recovering volume demand will propel revenues.  
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2. The start and end dates and schedule, if applicable, for the economic development subsidy. 

 

The Amended and Restated Operating Covenant, if approved, is for twenty (20) years and 

(4) months commencing on March 1, 2016 and ending on June 30, 2036. 

   

Sales Tax Generation 

The Bradley Burns Uniform Local Sales and Use Tax (“Bradley Burns”) applies to the 

sales of tangible personal property in which a percentage of California’s sales and use tax 

rate is distributed back to the jurisdiction where sales were generated to support local 

general funds.  For many jurisdictions, including the City, this amount is one percent (1%).  

Sales tax is payable to the City from the State Board of Equalization. The calculations in 

this report indicate only the estimated amount of sales tax to be received by the City through 

the distribution formula used by the State Board of Equalization. CFL proposes to maintain 

and enhance existing business operations in the City.  The City and CFL mutually agreed 

that a Sales Tax Base would be set at $200,000 annually.  Payment will be made quarterly 

with $50, 000 per quarter set as the base to offset and minimize any potential decline in 

current general fund revenue.  Therefore, the City would receive the first $50, 000 in a 

quarter and revenue sharing would commence on any sales tax generated by CFL above 

this amount.  The Annual base remains at $200,000 

 

Sales projections were developed based upon review of retail sales data between the years 

of 2011 through 2015.  According to the historical sales data, CFL generated on average 

of $6.93 million in revenue per quarter or $27.72 million annually.  2014 and 2015 data 

indicated steady growth in revenue with an average of $9.13 million in sales per quarter or 

$36.5 million per year. 

 

The City and CFL previously entered into an Operating Covenant Agreement in August 

2013, which provides for the City to rebate to CFL 50% of the incremental additional sales 

tax revenue generated by CFL above the amount of sales tax revenues generated in the 

Fiscal Year 2012-2013 base year, for a period of 10 years (through June 20, 2023), up to 

an aggregate maximum of $2,000,000 with the remaining 50% of the incremental 

additional sales tax revenue retained by the City.  The existing Operating Covenant 

Agreement also calls for a minimum of $2,000,000 capital investment by CFL in the 

business.  Under the current Operating Covenant Agreement, CFL has already exceeded 

the $2,000,000 capital investments.  In addition, the City has received 99.99% of the sales 

tax revenue while CFL has received less than 0.01%.      
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3. A description of the economic development subsidy, including the estimated total amount of 

the expenditure of public funds by, or of revenue lost to, the local agency as a result of the 

economic development subsidy. 

 

Economic Development Strategy Implementation and Business Retention  
In furtherance of the City’s economic development strategies, a revenue sharing agreement 

in the form of the Amended and Restated Operating Covenant Agreement is being 

proposed. Pursuant to AB562, the revenue sharing Amended and Restated Operating 

Covenant Agreement  is defined as an Economic Development Subsidy that is an 

expenditure of public funds or loss of revenue to a local agency in the amount of one 

hundred thousand dollars ($100,000) or more, for the purpose of stimulating economic 

development within the jurisdiction of a local agency, including, but not limited to, bonds, 

grants, loans, loan guarantees, enterprise zone or empowerment zone incentives, fee 

waivers, land price subsidies, matching funds, tax abatements, tax exemptions, and tax 

credits.  The Economic Development Subsidy shall not include expenditures of public 

funds by, or loss of revenue to, the local agency for the purpose of providing housing 

affordable to persons and families of low or moderate income, as defined in Section 50093 

of the Health and Safety Code. The City and CFL are currently in a revenue sharing 

agreement which the parties propose to amend and extend.  The current Operating 

Covenant Agreement term began in July of 2013; the Amended and Restated Operating 

Covenant Agreement term will extend the current Operating Covenant Agreement by 20 

years and four (4) months from March 1, 2016 and expiring on June 30, 2036.   

 

The City is being proactive in retaining CFL as one of the major contributors to the City’s 

general fund.  The City’s economic development strategies recognize the vulnerable 

economic recovery the Nation and City are experiencing.  The potential relocation of CFL 

and total loss of revenue would be much more detrimental and undermine the City’s 

delicate economic recovery and cause significant impact to its services.  The City is making 

a significant commitment to maintain the economic momentum it has gained over the past 

12 months.  

 

The City and CFL propose to enter into an Amended and Restated Operating Covenant 

Agreement that would extend the commitment by CFL to remain in the City for twenty 

(20) years and four (4) months.  The Amended and Restated Operating Covenant 

Agreement  provides for a sales tax sharing structure that would provide CFL with up to 

seventy (70) percent of the sales tax revenue generated by CFL above sales tax in excess 

of $200,000 generated annually, with payments distributed quarterly that are in excess of 

$50,000 per quarter  not to exceed two million dollars ($2,000,000) and the City receives 

up to thirty (30) percent of the revenue between $200,000 and $2,000,000 in addition to 

the first $200,000 of annual revenue which shall be paid quarterly in excess of the $50,000.  

It is estimated that the Amended and Restated Operating Covenant Agreement will provide 

CFL with approximately $6.6 million and the City $6.9 million over a twenty (20) year and 

four (4) month period.  

 

 The City base revenue receipts is reset to $200,000 annually or $50,000 quarterly 
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o City retains the first $200,000 of sales tax collected annually which is 

accounted for in quarterly sales tax amounts of $50,000 before sales tax 

sharing reimbursements commence to CFL. 

o This allows the City to gradually adjust to the new terms and financial 

impact. 

 City and CFL sharing of revenue in the Amended and Restated Operating 

Covenant Agreement  includes the following structure: 

1. 30/70 from $200,001 to $2,000,000 

2. 40/60 from $2,000,001 to $3,000,000 

3. 50/50 from $3,000,001 to 5,000,000 
4. 45/55 from $5,000,001 to $7,000,000 

5. 35/65 from $7,000,001 and up. 

 

In addition to the Amended and Restated Operating Covenant Agreement addressing Sales 

Tax sharing between the parties, CFL commits to investing $8 million in capital assets 

between 2015 and 2024 as part of its growth plans within the City.  CFL has already 

committed $3.368 million to capital investment in 2015 as part of this Amended and 

Restated Operating Covenant Agreement.    

 

4. A statement of the public purposes for the economic development subsidy. 

 

Public Purpose  

Review of the Amended and Restated Operating Covenant Agreement and proposed 

revenue sharing between CFL and the City is consistent with the City’s economic goals 

and strategies and is in the best interest of the general public.  

 

Economic goals and strategies include the following: 

• Increase the economic competitiveness of Garden Grove  

• Increase the City’s wealth and prosperity  

• Maximize public revenues and economic development financing options  

• Diversify the City’s economic base and wage levels  

• Outreach and support to existing businesses  

• Maintain and enhancing a consistent, business-friendly environment  

• Expand public-private partnership opportunities  

• Maintain current and provide future City public Services, capital projects and 

maintenance  

 

The loss of redevelopment has had significant fiscal impact on City revenues as a result of 

eliminating the primary local economic tool.  Retaining CFL’s business operations in the 

City would address the need and desire to maintain revenue streams such as property and 

sales tax to the City.  Additionally, CFL’s continued presence in the City would assist in 

maintaining relative balance in the local economy through indirect retail sales and 

employment from other local businesses that are supported by CFL’s location in the City.   

 

The Amended and Restated Operating Agreement assists CFL in the following areas: 

 Decline in competitiveness due to industry consolidation 
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 Update current Operating Covenant Tax Sharing Agreement Terms to allow CFL 

to remain competitive 

 Early capture of future growth in product sales (leveraging on estimated future 

revenue or industry price increases) 

 

CFL has identified multiple instances where larger competitors, created by significant 

consolidation of operators in the industry, have prevailed over CFL by providing prices at 

significantly lower than CFL product costs.  In recent months there have been a number of 

smaller firms that have been purchased by larger companies.  These acquisitions have made 

it difficult for many of the remaining smaller operations to submit competitive price quotes 

for new business contracts.  Larger companies are positioned to offer lower bid prices, thus 

creating a challenging environment for operations similar to CFL to remain viable. 

 

CFL and the City concur that the current Operating Covenant Agreement between the City 

and CFL is not reflective of the current industry standards or requirements for 

competiveness.  Tierra West has reviewed comparable agreements between companies and 

communities and noted substantial support for revenue sharing agreements of 65 percent 

and above.  CFL, as well as, overall industry forecasts project significant growth in sales 

revenue over the next five (5) and ten (10) years.  City staff and CFL agree that early 

capture or the ability of CFL to accelerate increases in revenue through the proposed 

Amended and Restated Operating Covenant Agreement will allow it to be more 

competitive with contract pricing and operations.   

 

5. Projected tax revenue to the local agency as a result of the economic development subsidy. 

 

Based upon the proposed Amended and Restated Operating Covenant Agreement, it is 

estimated that the City will receive $3.1 million during the first ten (10) years of the 

Amended and Restated Operating Covenant Agreement and $6.9 million over the course 

of the full term of the twenty (20) year and four (4) month Amended and Restated 

Operating Covenant Agreement.     

 

6. Estimated number of jobs created by the economic development subsidy, broken down by full-

time, part-time, and temporary positions. 

 

AAA Oil, Inc., dba California Fuels and Lubricants (CFL), was founded in Garden Grove 

September 2004 with only 2 employees.  Today they employ 44 people and are one of the 

City’s top ten (10) highest sales tax producers.   

 

CFL projects the addition of approximately 130 to 235 new jobs over a period of twenty 

(20) years and four (4) months.  New jobs will include drivers, dispatchers, logistics office 

staff, accounting and IT positions.  Job growth as proposed at this facility will be constant 

each year at a rate of change/growth that ranges from 12.5% in its lowest year of 2014 to 

44.4% in the highest growth year of 2017.  Notable growth in employment opportunities 

in the initial years and constant job growth throughout the twenty (20) year four (4) month 

period is consistent with the capital investment proposed by CFL.  
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Summary 

AAA Oil, Inc., dba California Fuels and Lubricants (CFL) and the City have agreed that CFL 

remaining in Garden Grove is beneficial for both parties.  The City has proposed that CFL agree to 

an Amended Operating Covenant Agreement to remain in Garden Grove for the next twenty (20) 

years.  CFL and the City have mutually agreed to a revenue sharing structure and capital investment 

plan in exchange for the Amended and Restated Operating Covenant Agreement. The Amended 

and Restated Operating Covenant Agreement provides CFL a more competitive advantage in an 

industry that is consolidating and extremely competitive for smaller firms.  The Amended and 

Restated Operating Covenant Agreement is the economic development subsidy that is consistent 

with the City’s economic development implementation strategy and as prescribed in AB 562.   

 

Assistance is provided in the form of a revenue sharing Amended and Restated Operating Covenant 

Agreement between CFL and the City.  The Amended and Restated Operating Covenant 

Agreement provides for CFL receiving 50.0% to 70.0% of the sales tax revenue generated by CFL’s 

sales operation with the balance of 30.0% to 50.0% remaining with the City.  The proposed 

Amended and Restated Operating Covenant Agreement is for twenty (20) years and four (4) 

months.  The estimated amount of the total subsidy or expenditure of public funds would be $6.6 

million over a twenty (20) year four (4) month period.   

 

Based upon review of the Amended and Restated Operating Covenant Agreement, the structure is 

consistent with the City’s economic goals and an implementation strategy is in the best interest of 

the general public.  The Amended and Restated Operating Covenant Agreement and projections 

indicate the City will receive approximately $6.9 million in sales tax revenue during the twenty 

(20) year four (4) month Amended and Restated Operating Covenant Agreement.  

 

The Amended and Restated Operating Covenant Agreement serves a valid public purpose through 

the expansion of economic development opportunities for businesses in the City, continuing to 

expand the City’s employment base, increasing capital investment in the CFL, increasing the 

property and personal property tax base, and continuing to generate sales tax revenue that the City 

utilizes to fund general governmental services for businesses and residents. 

 

Recommendation 

Retention of CFL in the City will continue to contribute to the economic vitality of the City, provide 

additional jobs within the City, expand the City’s tax base and improve economic and physical 

conditions in the City.  Loss or relocation of CFL out of the City will impact a vulnerable economic 

recovery and momentum that the City is achieving and reduce City services.  As such, it is 

recommended that the Amended and Restated Operating Covenant Agreement be approved. 

 

By its approval of the Amended and Restated Operating Covenant  , the City Council of the City 

of Garden Grove finds and determines that the Amended and Restated Operating Covenant 

Agreement  serves a valid public purpose through continuing to expand economic opportunities for 

businesses in the City, continuing to expand the City’s employment base, and continuing to 

generate Sales Tax that the City will utilize to fund general governmental services such as police, 

fire, street maintenance, and parks and recreation programs. 
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Agenda Item - 6.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Maria Stipe

Dept.: City Manager Dept.: Deputy City Manager 

Subject: Public Hearing - District Elections
mapping process update. (Action
Item)

Date: 1/26/2016

OBJECTIVE

The purpose of this report is to receive a report on the first round of community
input on the district elections mapping process, provide sample voting district
discussion maps for City Council consideration and hold a public hearing to receive
public input on district boundaries.

BACKGROUND

On September 25, 2015, the City Council approved a settlement in a lawsuit brought
against the City asserting the City’s current “at-large” method of electing City Council
members violates the California Voting Rights Act.  Pursuant to the settlement the
City must replace the current at-large election process with a by-district election
process beginning in 2016.  Although the settlement calls for five districts and
elimination of an at-large mayor’s election, the court is still reviewing this aspect of
the case.
 
In October 2015, the City Council approved an agreement with Compass
Demographics to direct the process of creating districts.  In coordination with Mr.
David Ely, a community participation plan was developed to gather public input on
voting district boundaries and to facilitate the development of preliminary district
map proposals.

DISCUSSION

In accordance with the community participation plan the City began outreach efforts
including, but not limited to, the following elements described in this section.
 
Outreach
 
The City established a dedicated webpage containing all notices and information on
the district elections mapping process with information in English, Spanish, Korean,
Chinese and Vietnamese. An email address specific to voting district formation
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communications - districtelections@garden-grove.org was also established.
 
Additionally, City staff provided information to the public on the district mapping
process through the City’s social media accounts, press releases, posting notices in
the City’s regular posting locations, listings on the City’s events calendar, information
in the City water bill inserts, emails to local community groups and residents, and a
study session at the November 24, 2015, City Council meeting.   
 
Individual Meet with the Expert Meetings Round 1
 
Public input began with a series of meetings for interested stakeholders with
demographics mapping expert David Ely from Compass Demographics.  Mr. Ely held
11 individual and small group meetings from November 30 – December 4, 2015,
generally from 10:00 am to 9:00 pm.  Mr. Ely discussed how equal population
districts might be distributed, using a Garden Grove map with United States 2010
Census population figures by Census block groups to facilitate stakeholder efforts
and input regarding communities of interest.  He provided data tables to accompany
sample discussion maps to convey demographic information expressed in
percentages, including voting age population by ethnicity, Spanish and Asian
surname registered voters and Spanish and Asian surname voter turnout.  The City
offered interpreters for individual meetings upon request. 
 
Community Meetings Round 1
 
Following the small group meetings with key stakeholders, public input continued
with three community meetings, at various locations in the City on different days and
times to accommodate the public.  Each meeting had the same agenda.  The
meetings began with an educational presentation to inform the public about voting
districts and the process for initial formation of district boundaries.  The group then
separated into small groups led by outreach facilitators to elicit participants’ ideas
about communities of interest, connections, barriers, divisions and sample maps. 
The City provided Spanish, Korean, Chinese and Vietnamese translators at all of the
community meetings.  Mr. Ely will summarize the comments received thus far during
his presentation. 
 
Voting District Discussion Maps
 
Mr. Ely has created three sample voting district discussion maps and provided related
data tables showing options for five districts. Based on input from the first round of
individual and community meetings, it was determined that the sample maps provide
a good representation of what final maps might look like with some fine tuning
based on community input. 
 
Attendees at the community meetings participated in an exercise to identify
communities of interest, geographic features and where boundaries should be drawn
but this exercise did not produce any finalized maps submitted for consideration of
district boundaries.  No community members have submitted finalized maps for
consideration at this point. 
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The three sample voting district discussion maps are attached to this report, labeled
as “Sample Voting District Maps and Data”.  The community meeting presentation
materials are also attached. 
 
Next Steps
 
Mr. Ely will hold a second round of Meet the Expert meetings on January 28, 29, 30
and February 1 and 2, 2016 and a second round of community meetings will occur
on March 2, 5, 9, and 12, 2016.  These meetings will give the public another
opportunity to provide input on discussion map proposals. 
 
In March or April 2016, the City Council will hold a public hearing following the
second round of meetings to consider final district proposals.

FINANCIAL IMPACT

None.

RECOMMENDATION

It is recommended that the City Council:
 

 Receive the presentation from David Ely, Compass Demographics, regarding voting
district discussion maps and the first round of voting district formation community
participation meetings to gather public input on district boundaries;
 Discuss voting district formation and voting district discussion maps; and
 Hold a public hearing to receive public input on district boundaries.

ATTACHMENTS:
Description Upload Date Type File Name

Sample Voting
District Maps and
Data

1/19/2016 Exhibit Gardengrove_meeting1_(4).Sample_Maps___Data.pptx

Community Meeting
Materials

1/19/2016 Exhibit Gardengrove_meeting1_(4).pptx
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Process and Anticipated Schedule 
Community Participation Processes 

• Two Rounds  

• Individual Informational Meetings  (Nov.-Dec. 2015 & Early 2016) 

• Community Meetings  

• Multiple community meetings in each round (Dec. 2015 & Mar. 2016) 

• Project overview and gather valuable feedback to incorporate into the 
development of the sample maps 

• Public Hearings 

• Hearings will be held to present proposed districts and receive public input 
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General Districting Considerations 

• Legal Requirements 

• Geography 

• Neighborhoods 

• Physical Layout 

• School Districts and Other Areas 

• Political Participation 

• Voter Registration 

• Voter Turnout 

• Ethnic Shares 

 

• Demographic Characteristics 

• Population by Ethnicity 

• Voting Age Population by Ethnicity 

• Citizen Voting Age by Ethnicity 

• Socio-Economic Characteristics 

• Income 

• Home Ownership 

• Age of Housing 

• Length of Residence 

• Public Input 
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• Areas that function as neighborhoods or communities that should be kept 
together in a single district 

  

• Neighborhoods or communities that share common interests and should 
be combined within a district 

 

• Physical features such as streets, utilities or other elements that would act 
as natural barriers between districts 

  

• Communities that are dissimilar and should be put into separate districts 

   

• Significant locations or points of interest that are of particular importance 
or concern to individual communities; explain their significance.  

  
 

Geographic Criteria 
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Technical Process 

Federal Requirement 
1   Equal Population As equal as practical based on data and Criteria 

Based on most recent Census Total Population 

2   Minority Voting Rights No Discriminatory Purpose 

No Vote Dilution: Narrowly Tailored 

3   Equal Protection Race must not Predominate 

State Law 
a  Topography 

b  Geography 

c  Cohesiveness, contiguity, integrity, and compactness of territory 

d  Community of Interest 

Criteria 
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Demographic Data 
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Geographic Data 

• Streets and Highways 

• Census Tracts and Blocks 

• Precincts 

• Parcels 

• City GIS Layers 

• School District Boundaries 

• Attendance Areas 
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Median Income 

Page 242 of 300 



Page 243 of 300 



Page 244 of 300 



Page 245 of 300 



Page 246 of 300 



Page 247 of 300 



Page 248 of 300 



Opportunities for Participation 

Visit the City of Garden Grove website for 
additional details. 

http://www.ci.garden-
grove.ca.us/citymanager/CityClerk/District
ElectionMapping 
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Participation Kit – Create your own 
map 

The Public Participation Kit contains: 

• Instruction sheet  

• PDF map of city, which divide the city 
into Census Block Groups 

• An "Assignment" worksheet showing 
the demographic data for each 
Population Unit 

• A "Balance" worksheet which shows 
the totals resulting from your 
assignments  

How to create a district map: 

• Start with a base map 

• Review the Census Block Groups and 
population numbers 

• Begin to identify hard boundaries, 
communities of interest, population 
numbers 
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Participation Kit - Assign 
 

On the "Assignments" worksheet 
tabs, enter the number of the 
district (1-6) on the first column 
where you wish to assign a given 
population unit. Remember that 
districts must be balanced by Total 
Population. 

Guide to Data:  
    

• The first four columns (Tot Pop, 
Hisp, NH Wht, and NH Asn) give 
the Total Population percentages 
from the 2010 Census  

• The following columns give the 
same percentages for the Voting 
Age Population characteristics.  

• Once you complete the 
assignment sheet, you can check 
the results of your assignments 
on the "balance" worksheet tab.  

Page 251 of 300 



Participation Kit - Report 
• As you update your district 

assignments of each Population 
Unit, you will see the totals 
automatically update on the 
“Balance" tab.  

•  The table shows you the 
summary statistics for each 
district, including information for 
Total Population, Voting Age 
Population.  

• The table also shows you the 
population deviations from the 
ideal population target of XX,XXX.
    

• Plans should come as close as 
possible to being equal in 
population.  

• You can justify your small 
deviations by providing 
additional information when you 
submit.    
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Participation Kit - Describe 

• Make sure you 
give your plan a 
name 

• Add the number of 
districts you 
created 

• Provide any 
descriptive 
comments you feel 
necessary 

• Add your contact 
information 
(optional) 
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Group Exercise 

• Workgroups of 8-10 participants per 
table 

• Use table map to identify: 

• Neighborhoods or communities 

• Connections 

• Barriers 

• Divisions 

• Points of interest 

• Review and prioritize sample maps 

• Report group findings 

• Questions and answers 
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Agenda Item - 7.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kathy Bailor

Dept.: City Manager Dept.: City Clerk 

Subject: Appointment of Michael Barker to
fill the vacancy on the Planning
Commission.  (Action Item)

Date: 1/26/2016

As requested by Mayor Nguyen, attached is the application from Michael Barker for
appointment to the Planning Commission.

ATTACHMENTS:
Description Upload Date Type File Name

Application 1/21/2016 Backup Material Michael_Barker.pdf

Page 255 of 300 



City of Garden Grove

Application for Appointment

Commission: Planning

Background and Personal Data Outline

Last Name: Barker First Name: Michael

Home Address: 11801 Old Fashion Way,
Garden Grove, Ca. Business Address: 11801 Old Fashion Way,

Garden Grove, Ca.
Home Zip: 92840 Business Zip: 92840
Home Telephone: 7146364657 Business Telephone:7148019842

Cellular Telephone:7148019842 Email Address: mcbarker@pacbell.net

List courses of study or emphasis which may have a bearing on selection:

Master's Degree in Architecture/Urban Planning (minor in Industrial Design) from Syracuse
University, N.Y. Studied in Syracuse, N.Y., Florence and Rome, Italy, and Paris, France.
(graduated May 1993) Bachelor's Degree in Architecture from California Polytechnic
University of Pomona, Ca. Studied in Pomona, Ca. and Florence, Italy. (graduated
December 1991)

Present or past employment which may relate to your interest and/or ability in
this area:

I've been working in the architectural profession since approximately 1986 and have been
an independent architectural consultant since 2002. I have presented projects to Planning
Commissions and am familiar with the entitlement process. I understand how
demographics, land use, and zoning ordinances can affect the economic development of a
community. The Planning Commission is an integral part of the decision making process
affecting that future development. I therefore believe that, as a member of the Planning
Commission, my knowledge and experience will provide the necessary leadership to help
guide the commission's decisions within it's purview of Garden Grove's General Plan.

List current membership in organizations and offices held as they may relate to
this selection:

Member of Garden Grove Elks Lodge #1952 Board of Directors Central Garden Grove Little
League AYSO coach boys U14

Please provide any additional information which may be helpful for selection:
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Other than the few years I spent studying architecture in Europe I've lived my entire life in
Garden Grove. I love this city and am looking for an opportunity to give back. I have no
political agenda nor do I intend to use a position on the commission as a springboard into
local politics. As a member of the Planning Commission my goal would be to assist the
commission, as a whole, in making decisions based on what is best for the future
development of Garden Grove. Thank you for your consideration.
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Agenda Item - 8.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kingsley Okereke

Dept.: City Manager Dept.: Finance 

Subject: Approval of funding for 800 MHZ
Backbone and Radios. (Action
Item)

Date: 1/26/2016

OBJECTIVE

To request that the City Council approve the funding plan for the purchase and
replacement of public safety emergency mobile radios, consoles and the City of
Garden Grove’s allocated cost of upgrades to the Orange County 800 Megahertz
Countywide Coordinated Communication System.

BACKGROUND

In 2005, the City of Garden Grove in conjunction with other Orange County cities and
parties, executed a Joint Agreement for Operation, Maintenance and Financial
Management of the Orange County 800 Megahertz Countywide Coordinated
Communication System. The agreement provides for the funding, management and
governance of the 800 MHz Countywide Coordinated Communications System (800
MHz CCCS).  This system is utilized countywide by Police, Fire, Public Works, and
other public agencies. The current 800 MHz CCCS, is becoming obsolete and
unsustainable. 
 
To ensure future continued operation, Orange County Communications is planning for
an extension and upgrade to the countywide “backbone” of the 800MHz radio
system.  However, this improvement will cause approximately 75% of the City radios
to no longer function on the upgraded backbone. The backbone requires that all
future radios be Project 25 (P25) compliant, which is the latest generation. The goal
of P25 is to enable public safety responders to communicate with each other to
achieve enhanced coordination, timely response, and efficient and effective use of
communications equipment. The 800MHz CCCS backbone and required P25 radios are
absolute necessities for the City’s public safety and public utilities operations. Garden
Grove has no other options but to participate in the countywide emergency
communication system.

DISCUSSION

Orange County Communications, the lead agency, has been in discussions with cities
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and other parties over the past year to finalize the nature of the system upgrade and
requisite costs. The total cost of the upgrade to the 800MHz CCCS backbone and P25
radios have now been articulated and Garden Grove's allocation includes $1,259,322
(Backbone) and $3,380,206 to purchase new system radio and console equipment.
The County of Orange is also organizing a debt financing arrangement just for the
backbone portion that cities can join. Motorola, the sole source for the P25 radios
have also indicated willingness to provide bulk purchase discount pricing and
financing for interested cities.
 
Staff plans to take advantage of the Motorola bulk purchase discount as available. In
the current fiscal year budget, $634.438 was approved to purchase 92 radios at such
a discount.  With regards to the remaining cost of the upgrade and radios, staff is
recommending that the City pursue an internal funding plan and not join the county
debt financing arrangement. The County debt financing is limited to the backbone
component only and is costly. Staff determined that it would be more prudent for the
City to internally finance the necessary costs by borrowing available internal service
(vehicle replacement) funds with a 10 year repayment plan. The repayment plan
contemplates an annual budgeted debt service amount including interest to payback
the borrowed funds over ten years, plus an additional amount that would accumulate
and be used for future replacement of the radios and backbone system.
 

FINANCIAL IMPACT

The annual fiscal impact will be approximately $600,000 on the general fund, water
and sewer funds.
 
The costs of the upgrade to the 800MHz CCCS backbone and P25 radios as refined in
January 2016 by the Orange County Communications are outlined in the chart below
by the fiscal year in which they are projected to be due.
 

Fiscal year Amount Item Method of Payment
2015 - 2016 $634,468 Equipment/Radio FY15-16 Budget

2015 – 2016 $129,608
 

Backbone
 

Internal Finance
 

2016-2017
$342,011

$2,745,738
 

Backbone
Equipment/Radio

Internal Finance
Internal Finance

2017–2018 $787,703
 

Backbone
 

Internal Finance
 

Total $4,639,528 Backbone and
Equipment/Radio

Internal Finance
Term

 
The initial radio cost of $634,468 was approved in the current year budget and hence
available to purchase 92 radios on a discount.  The remaining total cost of
$4,005,060 will be internally financed. The Financing plan structure would be as
follows:
 
Vehicle Replacement Fund: Transfer $4,005,060 from the Vehicle Replacement Fund
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to the new Communications Replacement Fund.  The funds will be repaid over a ten
year period with annual installments of $400,506 plus interest at the City’s
investment portfolio’s rate as of the preceding year end. The balance in the vehicle
replacement fund is adequate to support this arrangement without jeopardizing
citywide effective vehicle replacement plans.
 
Communications Replacement Fund: Create a new internal service fund named
“Communications Replacement Fund” with a transfer-in of $4,005,060 from the
Vehicle Replacement Fund. All payments for the backbone upgrade and radio
purchases would be made from this fund. In addition, annual budget allocation of
$600,000 will be made to this fund for (a) $400,506 plus interest annual repayment
to the Vehicle Replacement fund, and (b) balance accumulated to replace the radios
and backbone requirements in the future.
 
Annual Budget allocation: Annual Budget allocation of $600,000 for communications
funding and replacement will be made in General Fund, Water Fund and Sewer fund,
and transferred to the Communications Replacement Fund. Staff will allocate the
budget to the department and funds based on radio count or other reasonable basis.
After ten years and full repayment to the vehicle fund, the annual budget allocation
would reduce to $200,000 for system replacement only.

RECOMMENDATION

It is recommended that the City Council:
 

Approve the creation of the Communications Replacement Fund;
 

Approve the internal financing plan with the requisite $4,005,060
transfer/loan from the Vehicle Replacement Fund to the Communications
Replacement Fund to pay for the 800MHz CCCS backbone upgrade and
P25 radios; and

 
Approve the annual budget allocation of $600,000 from the benefiting
departments and funds as appropriate to the Communications Replacement
Fund for the repayment of the transfer/loan beginning in FY16-17, and
accumulation of future replacement funds.
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Agenda Item - 8.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kingsley Okereke

Dept.: City Manager Dept.: Finance 

Subject: Award of Independent Financial
Auditor/Contract to Davis Farr
LLP for FY 2015-16 through FY
2019-20 (Cost:  $397,041 for five
years) (Action Item)

Date: 1/26/2016

OBJECTIVE

To seek City Council approval to award a five-year contract, with two additional
option years, including additional services for the City's Independent Financial
Auditor Services.

BACKGROUND

The purpose of the City’s annual audit is to obtain an opinion from an independent
firm of the City’s financial management practices, and to verify conformance with
generally accepted accounting principles and related Government Accounting
Standards. The City, as a matter of accounting and financial prudence, periodically
re-examines the independent financial audit relationship and contract.  The City has
been audited by Macias, Gini & O’Connell, LLP, and their contract has expired upon
completion of the audit for the FY 2014-15; therefore staff issued and advertised RFP
No. S-1176 on August 26, 2015, to solicit proposals for auditing services. A
mandatory pre-proposal meeting was held on September 11, 2015, to allow all
interested proposers to interact with City staff and ask any questions to clarify the
City’s auditing requirements. Seven proposals were received and opened on
September 25, 2015.

DISCUSSION

A Source Selection Committee (SSC) comprised of two staff and one outside
participant analyzed and scored the proposals. The proposals were evaluated based
on Technical Qualifications, Engagement Team Qualifications, and Pricing. The
analysis below indicates the Proposal Pricing and the SSC scores of the top three
firms:

 
 

Company Name
Five Year Average
of Proposed Audit

Total
Proposed

FINAL
SSC
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Fees Audit Fees SCORES
Davis Farr LLP $79,408 $397,041 2,499
White Nelson Diehl Evans, LLP $94,333 $471,665 2,300
Vasquez & Company, LLP $97,778 $488,892 2,191
 
Each of the firms had excellent qualifications, and all proposers had experience in
conducting audits of government and non-profit entities. All seven firms
demonstrated their understanding of the project plan of the City Audit.  The
significant difference among the proposals was in the proposed pricing. 
 
Davis Farr LLP is a well-qualified regional CPA Firm with significant presence in
California.  Their government services headquarters is located in Irvine, California,
making them easily accessible to their clients.  The Davis Farr LLP engagement team
has vast experience in governmental accounting and auditing and has provided one
of the lower priced proposal of those qualified to conduct the City’s annual audit. 
Davis Farr LLP engagement team has provided auditing services for many cities
including the following cities in Orange County: Costa Mesa, Huntington Beach, and
Villa Park. Based on the proposal evaluation results, it is recommended that the City
award a contract to Davis Farr LLP as the City’s independent auditing firm for the
next five fiscal years with two additional option years. 

FINANCIAL IMPACT

Total cost for the City’s auditing services will be $397,041 for the next five fiscal
years: 2015-16, $78,450; 2016-17, $78,450; 2017-18, $78,450; 2018-19, $80,101;
2019-20, $81,590.  The requisite funds will be appropriated annually and attributed
to the City’s audit entities and component units.  These fees are based on the City
and its component units as currently constituted. Any changes in the future will result
in reductions or increases in the annual fees which include additional services based
on the standard personnel fees outlined in the proposal.

RECOMMENDATION

It is recommended that City Council:
 

Award a contract to the highest scoring proposer, Davis Farr LLP, as the
City’s Independent Auditor for Fiscal Years 2015-16 through 2019-20,
including two additional option years for audit and other additional
services as outlined in the proposal from Davis Farr LLP, and to
appropriate necessary funds including additional option years; and

 
Authorize the City Manager or his designee to execute the agreement,
making minor modifications as necessary, and approve two additional
option years for audit and other additional services as outlined in the
proposal.

ATTACHMENTS:
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Description Upload Date Type File Name
Agreement 1/21/2016 Backup Material Davis_LLP_Agreement.pdf
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Agenda Item - 9.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kathy Bailor

Dept.: City Manager Dept.: City Clerk 

Subject: Second reading of Ordinance No.
2863 updating the City’s Land
Use Regulations pertaining to
cannabis dispensaries, delivery,
and cultivation; and confirming
unlisted uses are prohibited. 
(Action Item)

Date: 1/26/2016

Presenting for second reading and adoption: Ordinance No. 2863, updating the City’s
Land Use Regulations pertaining to cannabis dispensaries, delivery, and cultivation;
and confirming unlisted uses are prohibited for second reading and adoption.

ATTACHMENTS:
Description Upload Date Type File Name

Ordinance No.
2863

1/20/2016 Ordinance 2863_Updating_Zoning_Code_Cannabis_Regulations.docx
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ORDINANCE NO. 2863 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF GARDEN GROVE 

APPROVING AMENDMENT NO. A-015-2015 AMENDING TITLE 9 OF THE GARDEN 
GROVE MUNICIPAL CODE TO UPDATE THE CITY’S LAND USE REGULATIONS 

PERTAINING TO CANNABIS DISPENSARIES, DELIVERY, AND CULTIVATION, AND TO 
CONFIRM THAT USES NOT SPECIFICALLY IDENTIFIED IN A ZONING DISTRICT ARE 

PROHIBITED IN THAT DISTRICT 

City Attorney Summary 

This Ordinance approves a text amendment to Title 9 of the Garden Grove 

Municipal Code to update and revise zoning regulations pertaining to 
marijuana dispensaries and other commercial cannabis activity.  

Consistent with the recently enacted Medical Marijuana Regulation and 

Safety Act, this Ordinance clarifies that the establishment, maintenance, or 
operation of marijuana dispensaries and related commercial cannabis 

activities, including the distribution, manufacture, cultivation and delivery 
of cannabis and/or cannabis products, continues to be prohibited 

throughout the City.  In addition, the text amendment confirms that any 

use not specifically identified as a permitted use, conditionally permitted 
use, or incidental use in any zone or planned unit development area is a 

prohibited use in that zone or planned unit development area. 

THE CITY COUNCIL OF THE CITY OF GARDEN GROVE FINDS AND 

DETERMINES AS FOLLOWS:  

 WHEREAS, the subject case, initiated by the City of Garden Grove, proposes 

to amend Title 9 of the Garden Grove Municipal Code to update the City’s land use 

regulations pertaining to cannabis dispensaries, delivery, and cultivation, and to 

confirm that uses not specifically identified in a zoning district are prohibited in that 

district;  

 WHEREAS, following a Public Hearing held on December 3, 2015, the 

Planning Commission adopted Resolution No. 5853-15 recommending approval of 

Amendment No. A-015-2015;  

 WHEREAS, pursuant to a legal notice, a Public Hearing regarding the 

proposed adoption of this Ordinance was held by the City Council on January 12, 

2016, and all interested persons were given an opportunity to be heard; and 

 WHEREAS, the City Council gave due and careful consideration to the matter. 

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF GARDEN GROVE 

DOES ORDAIN AS FOLLOWS: 

SECTION 1:  The above recitals are true and correct. 
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SECTION 2:  The City Council finds that the proposed Code Amendment is 

not subject to the California Environmental Quality Act (“CEQA”; Cal. Pub. 

Resources Code Section 21000 et seq.) pursuant to Section 15061(b)(3) of the 
State CEQA Guidelines (California Code Regulations, Title 14, Section 15000 et 

seq.). 

SECTION 3:  Amendment No. A-015-2015 is hereby approved pursuant to 
the findings set forth herein and the facts and reasons stated in Planning 

Commission Resolution No. 5853-15, a copy of which is on file in the Office of the 
City Clerk, and which is incorporated herein by reference with the same force and 

effect as if set forth in full. 

SECTION 4:  Section 9.16.020.100 of Title 9 of the Garden Grove Municipal 
Code is hereby repealed. 

SECTION 5:  Chapter 9.52 is hereby added to Title 9 of the Garden Grove 
Municipal Code to read as follows: 

CHAPTER 9.52 CANNABIS ACTIVITIES 

9.52.010 Purpose, Findings and Definitions 

A. Purpose and Findings. The City Council finds that in order to serve the public 
health, safety, and welfare of the residents and businesses within the city, 
the declared purpose of this Chapter is to prohibit marijuana dispensaries 

and delivery services from locating and operating in the city as stated in this 
Section. 

B. Definitions.  As used in this Chapter, the following terms, words and phrases 
have the meanings as defined in this Section, unless another meaning is 
clearly apparent from the context: 

“Cannabis” or “Marijuana” means all parts of the plant Cannabis sativa 
Linnaeus, Cannabis indica, or Cannabis ruderalis, whether growing or 

not; the seeds thereof; the resin, whether crude or purified, extracted 
from any part of the plant; and every compound, manufacture, salt, 
derivative, mixture, or preparation of the plant, its seeds, or resin. 

“Cannabis” also means the separated resin, whether crude or purified, 
obtained from marijuana. “Cannabis” also means marijuana as defined 

by Section 11018 of the California Health and Safety Code.  
“Cannabis” includes, but is not limited to, “medical cannabis” as 
defined in California Business & Professions Code § 19300.5(ag). 

“Cannabis” does not include the mature stalks of the plant, fiber 
produced from the stalks, oil or cake made from the seeds of the 

plant, any other compound, manufacture, salt, derivative, mixture, or 
preparation of the mature stalks (except the resin extracted 
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therefrom), fiber, oil, or cake, or the sterilized seed of the plant which 
is incapable of germination.  For the purpose of this definition, 

“cannabis” does not mean “industrial hemp” as defined by Section 
81000 of the Food and Agricultural Code or Section 11018.5 of the 

Health and Safety Code.   

“Cannabis delivery” or “delivery of cannabis” means the transfer of cannabis 
or cannabis products from a dispensary to any person or entity at a 

location in the city.  “Cannabis delivery” also includes the use by a 
dispensary of any technology platform owned and controlled by the 

dispensary, or independently licensed, that enables individuals to 
arrange for or facilitate the transfer by a dispensary of cannabis or 
cannabis products.   “Cannabis delivery” includes, but is not limited to, 

“delivery” as defined in California Business & Professions Code Section 
19300.5(m). 

“Cannabis dispensary,” “marijuana dispensary” or “dispensary” means any 
association, business, facility, use, establishment, location, cannabis 

delivery service, cooperative, collective, or provider, whether fixed or 
mobile, that possesses, processes, manufactures, distributes, makes 
available, or otherwise facilitates the distribution of cannabis or 

cannabis products to any person, including, but not limited to, a 
qualified patient, a person with an identification card, or a primary 

caregiver. The term “cannabis dispensary” includes, but is not limited 
to, a business, facility, use or location that engages “commercial 
cannabis activity” as defined in California Business & Professions Code 

Section 19300.5(k). The term “cannabis dispensary” shall not include 
the following facilities, locations or uses to the extent cannabis is 

dispensed by primary caregivers to qualified patients for medicinal 
use, as long as such use complies strictly with applicable law including, 
but not limited to, California Health and Safety Code Section 11362.5 

and 11362.7: a clinic licensed pursuant to Chapter 1 of Division 2 of 
the California Health and Safety Code; a health care facility licensed 

pursuant to Chapter 2 of Division 2 of the California Health and Safety 
Code; a residential care facility for persons with chronic life-
threatening illnesses licensed pursuant to Chapter 3.01 of Division 2 of 

the California Health and Safety Code; a residential care facility for the 
elderly licensed pursuant to Chapter 3.2 of Division 2 of the California 

Health and Safety Code; or a residential hospice or home health 
agency licensed pursuant to Chapter 8 of Division 2 of the California 
Health and Safety Code. 

“Cannabis cultivation” or “cultivation of cannabis” means any activity 
involving the planting, growing, harvesting, drying, curing, grading, or 

trimming of cannabis. 
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“Cannabis cultivation site” means any indoor or outdoor facility or location 

where cannabis is planted, grown, harvested, dried, cured, graded, or 

trimmed, or that does all or any combination of those activities. 

“Cannabis product” means a product containing cannabis, including, but not 

limited to, concentrates and extractions and includes, but is not limited 
to, any “medical cannabis product” or “cannabis product,” as defined in 
California Business & Professions Code § 19300.5(ag), and/or any 

“edible cannabis product” as defined in California Business and 
Professions Code Section 19300.5(s). 

 “Identification card” is a document issued by the State Department of Health 
Services and/or the County of Orange Health Care Agency which 
identifies a person authorized to engage in the medical use of 

marijuana and the person’s designated primary caregiver, if any. 

 “Primary caregiver” is the individual, designated by a qualified patient or by 

a person with an identification card, who has consistently assumed 
responsibility for the housing, health, or safety of that patient or 

person. 

 “Qualified patient” is a person who is entitled to the protections of 
California Health and Safety Code Section11362.5, but who does not 

have an identification card issued by the State Department of Health 
Services. 

C. Use or Activity Prohibited by State Law or Federal Law. Nothing contained in 
this Chapter shall be deemed to permit or authorize any use or activity which 
is otherwise prohibited by any state or federal law. 

9.52.020 Cannabis Dispensaries and Delivery Prohibited 

A. Cannabis Dispensaries and Delivery Prohibited. Cannabis dispensaries and 

cannabis delivery are prohibited in all zoning districts, planned unit 
development districts, and specific plan areas in the city. It shall be unlawful 
for any person or entity to own, manage, conduct, or operate any cannabis 

dispensary or cannabis delivery service or to participate as an employee, 
contractor, agent or volunteer, or in any other manner or capacity, in any 

cannabis dispensary or cannabis delivery service in the city of Garden Grove. 

B. Establishment or Maintenance of Cannabis Dispensaries Declared a Public 
Nuisance. The establishment, maintenance, or operation of a cannabis 

dispensary or cannabis delivery service as defined in this Chapter within the 
city limits of the City of Garden Grove is declared to be a public nuisance and 

enforcement action may be taken and penalties assessed pursuant to Title 1, 
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Chapter 1.04 of the Garden Grove Municipal Code, and/or any other law or 
ordinance that allows for the abatement of public nuisances. 

9.52.030 Cultivation of Cannabis 

A.  Cannabis Cultivation Prohibited.  The cultivation of cannabis and/or the 
establishment, maintenance or operation of any cannabis cultivation site is 

prohibited in all zoning districts, planned unit development districts, and 
specific plan areas in the city. 

B. Establishment or Maintenance of Cannabis Cultivation Site Declared a Public 

Nuisance. The establishment, maintenance, or operation of a cannabis 
cultivation site as defined in this Chapter within the city limits of the City of 

Garden Grove is declared to be a public nuisance and enforcement action 
may be taken and penalties assessed pursuant to Title 1, Chapter 1.04 of the 
Garden Grove Municipal Code, and/or any other law or ordinance that allows 

for the abatement of public nuisances. 

SECTION 6:  SubSection D.7 of Section 9.32.030 of Chapter 9.32 of Title 9 of the 

Garden Grove Municipal Code is hereby amended to read as follows (additions in 

bold/italics, deletions in strike-through): 

7. Interpretation of Use. 

a. Applicability. 

i. Any use not specifically listed as a permitted use, 

incidental use, or conditional use shall be prohibited; 
provided, however, that Wwhenever a use has not been 

specifically listed as a permitted use, incidental use, or 
conditional use in a particular zone district, but similar uses 
are found to exist in that zone, the hearing body shall be 

responsible for interpreting whether or not the use is permitted 
in that zone district, and under what conditions. 

ii. Any use determined to be inconsistent or not similar to other 
uses shall be required to file an application for an ordinance 
amendment. 

b. Required Finding. That the proposed use is: 

i. Similar in scale and operational characteristics to other uses 

permitted in that zone; 

ii. Consistent with the intent of the general plan and the zone 
district; 
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iii. Compatible with other permitted uses. 

SECTION 7:  If any Section, subSection, subdivision, sentence, clause, phrase, 

word, or portion of this Ordinance is, for any reason, held to be invalid or 

unconstitutional by the decision of any court of competent jurisdiction, such 

decision shall not affect the validity of the remaining portions of this Ordinance.  

The City Council hereby declares that it would have adopted this Ordinance and 

each Section, subSection, subdivision, sentence, clause, phrase, word, or portion 

thereof, irrespective of the fact that any one or more Sections, subSections, 

subdivisions, sentences, clauses, phrases, words or portions thereof be declared 

invalid or unconstitutional.   

SECTION 8:  The Mayor shall sign and the City Clerk shall certify to the passage 

and adoption of this Ordinance and shall cause the same, or the summary thereof, 

to be published and posted pursuant to the provisions of law and this Ordinance 

shall take effect thirty (30) days after adoption. 

 The foregoing Ordinance was passed by the City Council of the City of Garden 
Grove on the ___ day of ____________. 
 

ATTEST:   

 MAYOR  

_______________________________ 

CITY CLERK 

 

STATE OF CALIFORNIA ) 

COUNTY OF ORANGE )  SS: 
CITY OF GARDEN GROVE ) 
 

 I, KATHLEEN BAILOR, City Clerk of the City of Garden Grove, do hereby certify 

that the foregoing Ordinance was introduced for first reading and passed to second 

reading on January 12, 2016, with a vote as follows: 

 

AYES: COUNCIL MEMBERS: (5) BEARD, BUI, JONES, PHAN, NGUYEN 

NOES: COUNCIL MEMBERS: (0) NONE 

ABSENT: COUNCIL MEMBERS: (0) NONE 
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Agenda Item - 10.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: From:

Dept.:  Dept.: City Clerk 

Subject: Presentation on SR22 Billboards
(per City Manager).

Date:
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Agenda Item - 10.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Kathy Bailor

Dept.: City Manager Dept.: City Clerk 

Subject: Discussion on the qualifications
of City Commissioners, as
requested by Council Member
Beard. (Action Item)

Date: 1/26/2016

To assist in your discussion, the following items are attached:
 

Municipal Code Chapter 2.21 Committees/Commissions Generally

Municipal Code Chapter 2.24 Planning Commission

Commission Application

ATTACHMENTS:
Description Upload Date Type File Name

Municipal Code Chapter 2.21
Committees/Commissions
Generally

1/20/2016 Cover Memo
Municipal_Code_-
_Commissions_generally.pdf

Municipal Code Chapter 2.24
Planning Commission

1/20/2016 Cover Memo Municipal_Code_-
_Planning_Commission.pdf

Commission Application 1/20/2016 Cover Memo Commission_Application.pdf
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