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COVID-19 Information: Masks are required to be worn and adherence to six foot distancing from
others when attending public meetings.
 
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.
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Time Limitation: 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.
 

PLEASE SILENCE YOUR CELL PHONES DURING THE MEETING.

 
AGENDA

 

ROLL CALL: COUNCIL MEMBER BRIETIGAM, COUNCIL MEMBER D.
NGUYEN, COUNCIL MEMBER BUI, COUNCIL MEMBER KLOPFENSTEIN,
COUNCIL MEMBER K. NGUYEN, MAYOR PRO TEM O'NEILL, MAYOR
JONES

PLEDGE OF ALLEGIANCE TO THE FLAG OF THE UNITED STATES OF
AMERICA

1. PRESENTATIONS

1.a. Orange County Mosquito and Vector Control District update. 

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

RECESS

CONDUCT OTHER LEGISLATIVE BODIES' BUSINESS

RECONVENE

3. CONSENT ITEMS

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

3.a. Adoption of a Proclamation proclaiming October 2020 as National
Code Compliance Month.  (Action Item)

3.b. Adoption of a Proclamation declaring the week of October 25
through October 31, 2020, as "Childhood Lead Poisoning
Prevention Week."  (Action Item) 

3.c. Adoption of a Resolution approving the Revised 2020 City of
Garden Grove Investment Policy. (Action Item)

3.d. Appropriation of $22,950 in grant funds related to Coronavirus
relief funding through the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act). (Action Item)

3.e. Receive and file minutes from the meeting held on September 22,
2020.  (Action Item)
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3.f. Receive and file warrants. (Action Item)

3.g. Approval to waive full reading of ordinances listed.  (Action Item)

4. PUBLIC HEARINGS

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

4.a. Introduction and first reading of an Ordinance approving
Amendment No. A-029-2020
Entitled:
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF GARDEN
GROVE APPROVING AMENDMENT NO. A-029-2020 TO AMEND THE
CITY’S OFFICIAL ZONING MAP TO CHANGE THE ZONING OF THE
PROPERTY, LOCATED AT 8932 KATELLA AVENUE (ASSESSOR’S
PARCEL NO. 132-041-21), FROM O-P (OFFICE PROFESSIONAL) TO
C-1 (NEIGHBORHOOD COMMERCIAL). (Action Item)

5. ITEMS FOR CONSIDERATION

5.a. Adoption of a Resolution approving an Installment Purchase
Agreement for issuance of Water Revenue Bonds, Series 2020A,
and other related documents. (Action Item)

6. MATTERS FROM THE MAYOR, CITY COUNCIL MEMBERS, AND CITY
MANAGER

6.a. Discussion on a proposed proclamation honoring October
2020 as Domestic Violence Awareness Month as requested by
Council Member Kim Nguyen.   

7. ADJOURNMENT

The next Regular City Council Meeting will be on Tuesday, October 27,
2020, at 5:30 p.m. in the Community Meeting Center, 11300 Stanford
Avenue, Garden Grove, California.
 

Happy Birthday to Mayor Jones
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Agenda Item - 3.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Lisa L. Kim

Dept.: City Manager Dept.: Community and Economic
Development 

Subject: Adoption of a Proclamation
proclaiming October 2020 as
National Code Compliance
Month.  (Action Item)

Date: 10/13/2020

Attached is a Proclamation proclaiming October 2020 as National Code Compliance
Month recommended for adoption.

ATTACHMENTS:
Description Upload Date Type File Name

Proclamation 9/30/2020 Proclamation 10-13-
20_National_Code_Compliance_Month.docx
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Proclamation 

National Code Compliance Month 

October 2020 

WHEREAS, Code Enforcement Officers provide for safety and welfare of the 

citizens throughout the United States through the enforcement of local codes or 

ordinances facing various issues of building, zoning, housing, animal control, 

environmental, health and life safety; and 

WHEREAS, Code Enforcement Officers often have a challenging and demanding 

role and often do not receive recognition for the job that they do in improving living 

and working conditions for residents and businesses of local communities; and 

WHEREAS, the role of many Code Enforcement Officers has expanded in recent 

years with the increased number of foreclosed and abandoned homes in communities 

impacted economically; and 

WHEREAS, Code Enforcement Officers are dedicated, and high qualified 

professionals who share the goals of preventing neighborhood deterioration, 

enhancing and ensuring safety, and preserving property values through knowledge 

and application of housing, zoning, and nuisance codes and ordinances; and 

WHEREAS, Code Enforcement Officers often have a highly-visible role in the 

communities they serve and regularly interact with a variety of state officials, county 

officials, first responders, legislative boards, commissions, agencies, and bodies; and 

WHEREAS, Code Enforcement Officers are called upon to provide quality 

customer service and excellence to the residents and businesses of the communities 

in which they serve; and 

WHEREAS, the American Association of Code Enforcement wants to recognize 

and honor Code Enforcement Officers and Professionals all across the United States 

and bring awareness to the Importance of Code Enforcement to the communities of 

the United States; and 

NOW, THEREFORE, the Garden Grove City Council does hereby proclaim the month 

of October 2020 as National Code Compliance Month and call upon municipalities and 

communities to join in recognizing and expressing their appreciation for the 

dedication and service by the individuals who serve as our Code Enforcement Officers. 

October 13, 2020 
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Agenda Item - 3.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Teresa Pomeroy

Dept.: City Manager Dept.: City Clerk 

Subject: Adoption of a
Proclamation declaring the
week of October 25 through
October 31, 2020, as
"Childhood Lead Poisoning
Prevention Week."  (Action
Item) 

Date: 10/13/2020

Attached is a Proclamation declaring the week of October 25 through October 31,
2020, as "Childhood Lead Poisoning Prevention Week" recommended for adoption. 

ATTACHMENTS:
Description Upload Date Type File Name

Proclamation 10/8/2020 Proclamation
10-13-
20_2020_Proclamation_Sample_-
_OC_CLPPP.pdf
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PROCLAMATION 

 
Childhood Lead Poisoning Prevention Week 

October 25-31, 2020 
 

WHEREAS, Childhood lead poisoning is a silent, but very harmful 

environmental disease that can cause serious long-term harm, including 
developmental delays, learning disabilities, cognitive and behavior disorders and in 

the most severe cases, coma, seizures and death;  
 

WHEREAS, Toddlers and young children under the age of six years in low 

income families and those living in pre-1978 housing are at higher risk of lead 
poisoning;  

 
WHEREAS, In Orange County cases of lead poisoning in children continue to 

occur.  Almost 400 children ages 0 to 5 years were identified in 2018 with increased 

blood lead levels;  
 

WHEREAS, Children who have lead poisoning may not look or act sick. The 
best way to identify children with lead poisoning is through targeted screening of 

high risk children with a blood lead test;  
 

WHEREAS, Lead hazards are most prevalent in pre-1978 paint, dust, soil, 

lead dust brought home on parents’ work clothes, some imported ceramic pottery, 
traditional home remedies, some imported spices, candies and foods, and hobbies 

involving lead products.  Discontinuing their use and eliminating such lead hazards 
will help prevent children from lead poisoning;  

 

WHEREAS, Childhood lead poisoning can also be prevented by encouraging 
renovators and contractors to follow lead-safe work practices that prevent the 

spread of lead dust and paint chips when working on pre-1978 homes, child-care 
facilities, and schools;  

 

WHEREAS, It is the responsibility of all parents and the community to take 
the necessary precautions and provide a safe environment to help ensure a bright 

and healthy future for our children; and 
 

WHEREAS, The City of Garden Grove commends the Orange County Health 

Care Agency’s Childhood Lead Poisoning Prevention Program efforts to increase 
community awareness about lead hazards and lead poisoning prevention methods 

to promote healthy families in Orange County. 
 
NOW, THEREFORE, the Garden Grove City Council does hereby declare the week of 

October 25 through October 31, 2020, as “Childhood Lead Poisoning Prevention 
Week” and encourages all parents and caregivers of children under the age of six 

years to ask their child’s medical provider about their risk for lead poisoning and if a 
blood lead test is needed; and encourages housing renovators and contractors to 
follow lead-safe work practices. 

 
October 13, 2020 
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Agenda Item - 3.c.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Patricia Song

Dept.: City Manager Dept.: Finance 

Subject: Adoption of a Resolution
approving the Revised 2020
City of Garden Grove
Investment Policy. (Action
Item)

Date: 10/13/2020

OBJECTIVE

For the City Council to adopt the revised City of Garden Grove Annual Investment
Policy for 2020 to receive the California Municipal Treasurers Association (CMTA)
Investment Policy Certification.

BACKGROUND

The City adopted its 2020 Annual Investment Policy on June 23, 2020 through
Resolution No. 9640-20.  The 2020 Policy incorporated several major changes to
align with best practices.  To ensure our Policy meets the highest industry standard,
staff sought provisional guidance from CMTA.
 
CMTA provides assistance in developing and/or improving existing investment
policies to California’s public sector agencies and districts through its Investment
Policy Certification Program.
 
The benefits of having the Investment Policy Certified by the CMTA include the
following:
 

Trust, confidence and verification to our City Council and our community that our
Policy has been reviewed and certified by a professional organization within
California;
 Improved transparency;
 Ensure due diligence was performed on the Policy; and 
 Satisfy auditing requirements.

DISCUSSION

Reception of the CMTA Investment Policy Certification is a benchmarking effort the
Department is making on important financial policies. In order to meet CMTA

Page 8 of 299 



Certification requirements, minor changes are necessary, including:
 

 Section 5 – Delegation of Authority
Added that the delegation of authority is to be reviewed annually by the City
Council, as well as the requirements for broker/dealers who desire to do
business with the City.
 

 Section 8 – Investment Pools/Mutual Funds
Added a subsection on due diligence requirements for investing in
pools/mutual funds.

 
 Section 10 – Safekeeping

Added the requirement for an annual audit.
 

 Section 18 – Investment Policy
Clarified that the Policy is to be adopted by resolution and any changes made
thereafter must be approved by the City Council.

 
A redline version of Policy is attached to this staff report tracking all changes made.

FINANCIAL IMPACT

There is no fiscal impact to adopt the City of Garden Grove Investment Policy - 2020
Revised.
 
The fee to apply for CMTA Investment Policy Certification is $175.  This amount will
be paid from the Finance Department's existing operating budget.

RECOMMENDATION

It is recommended that the City Council:
 

Adopt the attached resolution approving the City of Garden Grove Investment
Policy - 2020 Revised.

ATTACHMENTS:
Description Upload Date Type File Name

Resolution - Investment
Policy 2020 Revised

9/17/2020 Resolution Resolution-RevisedPolicy.pdf

Investment Policy 2020 -
Revised - REDLINE

9/17/2020 Exhibit 2020InvestmentPolicy-
REDLINE.pdf

Investment Policy 2020 -
Revised - CLEAN

9/17/2020 Exhibit 2020InvestmentPolicy-
CLEAN.pdf
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RESOLUTION NO.  
 

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

GARDEN GROVE INVESTMENT POLICY – 2020 REVISED 
 

WHEREAS, on June 23, 2020, Council of the City of Garden Grove 

approved a document entitled “City of Garden Grove Investment Policy - 2020” 
by Resolution No. 9640-20.  The document outlines the policy enacted to 

provide guidelines for the prudent investment of inactive cash for all funds in 
the investment portfolio as well as guidelines for maximizing the efficiency of 
the cash management system for the City, the Garden Grove Housing 

Authority, the Garden Grove Sanitary District, and the Garden Gove Public 
Financing Authority; and 

 
WHEREAS, the California Municipal Treasurers Association (CMTA) 

provides assistance in developing and/or improving existing investment 

policies to California’s public sector agencies through its Investment Policy 
Certification Program;  

 
WHEREAS, the City of Garden Grove wishes to have its investment policy 

certified by the CMTA as part of its financial policy benchmarking efforts; 
 
WHEREAS, the CMTA certification program requires certain language be 

included in the policy to improve transparency, ensure due diligence and 
satisfy auditing requirement; 

 
WHEREAS, the “Garden Grove Investment Policy – 2020 Revised” 

includes the required language by making revisions to four sections: 

Delegation of Authority, Investment Pools/Mutual Funds, Safekeeping, and 
Investment Policy, to comply with CMTA Certification requirements;  

 
WHEREAS, the Finance Director has recommended to the City Council 

that the “City of Garden Grove Investment Policy – 2020 Revised” be approved 

and established as the policy of the City, the Garden Grove Housing Authority, 
the Garden Grove Sanitary District, and the Garden Gove Public Financing 

Authority and such other entities as may be established for cash management; 
and 
 

WHEREAS, the City Council has determined that the “Garden Grove 
Investment Policy – 2020 Revised” be approved and established as 

recommended by the Finance Director. 
 

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of 

Garden Grove does hereby approve the “City of Garden Grove Investment 
Policy – 2020 Revised” attached hereto and incorporated herein by this 

reference. 
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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 and conforming to 
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 guidelines for prudent investment of the City 

of Garden Grove’s temporary inactive cash and outline the policies for maximizing 
the efficiency of the City’s cash management system.   

 
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 

short and long-term cash flow demands, and conforming to all state statutes 
governing the investment of public funds. 

 
2. SCOPE 

 
The Policy shall direct the investment of the City's temporarily inactive cash for all 
funds in the investment portfolio. These funds are accounted for in the City of Garden 

Grove Comprehensive Annual Financial Report under the following fund types:   
 

 Governmental Funds 
 Proprietary Funds 
 Fiduciary Funds 

 
The Policy shall also direct all investments related to the Garden Grove Housing 

Authority, the Garden Grove Sanitary District, and the Garden Grove Public Financing 
Authority.  The Policy will not direct the investment of funds held for employees in 
deferred compensation plans.  Additionally, the Policy will not direct the investment 

of bond proceeds, which are specifically governed by the individual bond documents 
and trust indentures. 

 
3. PRUDENCE 
 

The standard of prudence to be used by the investment official shall be the “prudent 
investor standard” as set forth in California Government Code Section 53600.3 and 

shall be applied in the context of managing the overall portfolio. 
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The City’s Finance Director will be responsible for maintaining and updating 
investment policies and procedures.  The intent of the procedures will be to ensure 

that the investment objectives and safeguards stated in this Policy are effectively 
communicated to all officials involved in the investment of public funds and that they 

properly reflect the intent of the “Prudent Investor” rule.  The procedures will be 
maintained on file with the City Treasurer and the Finance Director.  
 

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 
 

The safety and risk associated with an investment refers to the potential loss 
of principal, interest or a combination of these amounts.  Safety of principal is 
the foremost objective of the investment program. City investments shall be 

undertaken in a manner that seeks to ensure the preservation of capital in the 
overall portfolio. The City shall select only those investments that are 

considered very safe.  The City shall not engage in speculation.  The City shall 
diversify its investments by investing funds among a variety of securities and 
financial institutions offering independent returns. 

 
 B.  Liquidity 

 
Liquidity is the ability to change an investment into its cash equivalent on short 
notice at its prevailing market value.  The funds in the City’s portfolio shall 

remain sufficiently liquid to meet all operating requirements that may be 
reasonably anticipated.  This is accomplished by structuring the portfolio so 

that securities mature concurrently with cash needs to meet anticipated 
demands.  Furthermore, since all possible cash demands cannot be 
anticipated, the portfolio will maintain a liquidity buffer and invest primarily in 

securities with active secondary and resale markets. 
 

 C.  Yield 
 

Yield is the potential dollar earnings that an investment can provide; it is also 

referred to as the rate of return.  The City’s portfolio shall be designed to attain 
a return on investments through economic cycles, taking into account 
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investment risk constraints and liquidity needs. Return on investment is of 
least importance compared to the safety and liquidity objectives.   

 
5. DELEGATION OF AUTHORITY 

 
In accordance with the State of California Government Code section 53607, the City 
Council has delegated, by resolution No. 9525-18, the authority to invest with the 

City Finance Director.  Such delegation is to be reviewed annually and may be 
renewed by the city council. .   

 
Within the constraints set forth in the Policy, the Finance Director has the authority 

to direct investment strategy and approve investment transactions for the City's 
investment portfolio.  The Finance Director is responsible for the following: 
 

 Approving daily investment transactions. 
 Developing projections of the City's cash requirements for operating needs. 

 Reviewing the liquidity position of the investment portfolio. 
 Ensuring that the City's cash position is consistent with operating 

requirements. 

 Preparing appropriate investment reports. 
 Developing, implementing and monitoring controls over investments. 

 Record keeping for investment transactions. 
 
The City may engage the services of external investment management advisors to 

assist in the management of the City’s investment portfolio in a manner consistent 
with the City’s objectives.  Such advisors may be granted discretion to purchase and 

sell investment securities in accordance with the Policy.  Such advisors must be 
registered with the Security and Exchange Commission, and possess experience in 
public funds investment management.  All broker/dealers selected by an external 

advisor must comply with the requirements of California Government Code Section 
53601.5. All financial institutions and broker/dealers who desire to become qualified 

bidders for investment transactions must supply the investment management advisor 
with the following: audited financial statements, proof of Financial Industry 
Regulatory Authority (FINRA) registration, proof of State of California registration, 

and certification of having read the City’s 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 the proper execution of the investment 
program, or which could impair their ability to make impartial investment decisions. 

Employees and investment officials shall comply with the disclosure and 
disqualification requirements required by state law and any applicable regulations, 
including those adopted by the Fair Political Practices Commission, or FPPC. In 

addition, the FPPC’s Statement of Economic Interests (Form 700) shall be completed 
annually and submitted to the City Clerk for all individuals involved in the investment 

of public funds. 
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7. ALLOWABLE INVESTMENTS 

 
Allowable investments for the City are listed in the matrix provided herein as 

Attachment 1.  The list is intended to ensure that the investment portfolio is properly 
diversified so that no single category of investment is over weighted or poses a 
disproportionate credit risk to the City.  It should be noted that any newly developed 

derivative of an allowable investment that is not specifically mentioned in the Policy 
must be recommended by the Finance Director for inclusion in the Policy.  Any 

amendments to the list of allowable investments must be submitted to the City 
Council for review and approval. 

 
Any prior investment currently held by the City that does not meet the guidelines of 
this policy shall be exempt from the requirements of the Policy.  At maturity or 

liquidation, such funds shall be reinvested as provided by the Policy. 
 

Should an investment’s percentage exceed the Policy limitation due to an incident 
such as fluctuation in portfolio size, the affected securities may be held to maturity 
to avoid losses.  When no loss is indicated, the Finance Director shall direct the 

investment advisor to consider reconstructing the portfolio within the Policy 
established percentage limits. 

 
A thorough investigation of the investment pool/fund is required prior to investing 
public funds in any local agency investment pool or mutual fund. The investment of 

any public funds must comply with the rules set forth in the California Government 
Code Section 53601. 

 
Investment of bond proceeds held by fiscal agents will be made in accordance with 
California Government Code Section 53601 (m), which states that money from bond 

proceeds should be invested as specified by bond documents.  In most cases, these 
investments will be made under the same guidelines as other City investments. 

 
8. INVESTMENT POOLS / MUTUAL FUNDS 
 

A thorough investigation of the pool/fund is required prior to investing, and on a 
continual basis. The investigation will, at a minimum, obtain the following:  

 
a) A description of eligible investment securities, and a written statement of 

investment policy and objectives.  

b) A description of interest calculations and how it is distributed, and how gains 
and losses are treated.  

c) A description of how the securities are safeguarded (including the settlement 
processes), and how often the securities are priced and the program audited.  

d) A description of who may invest in the program, how often, what size deposit 

and withdrawal are allowed.  
e) A schedule for receiving statements and portfolio listings.  
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f)  A description of how the pool/fund maintain reserves, retained earnings, etc. or 
is all income after expenses distributed to participants.  

g) A fee schedule, and when and how is it assessed.  
h) The eligibility of the pool/fund to invest in bond proceeds and a description of 

its practices.  
 
89. 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. 
 

910. S AFEKEEPING AND CUSTODY 
To protect against fraud, embezzlement, or losses caused by insolvency of individual 

securities dealers, all securities owned by the City shall be held in safekeeping by the 
City's custodial bank, a third party bank trust account, acting as agent for the City 
under the terms of a custody agreement.  Securities held in custody for the City shall 

be independently audited on an annual basis to verify investment holdings.  
 

Except for federally insured Certificates of Deposit, money market funds or the Local 
Agency Investment Fund (LAIF), all investments evidenced by physical or book-entry 
securities shall be secured through third-party custody and the following safekeeping 

procedures:   
 

 All transactions described above shall be executed on a delivery versus 
payment basis. 

 The custodian shall hold assets until the investments mature or the custodial 

bank receives a request from the City to sell or transfer the securities. 
 Bearer instruments shall be held only through third party institutions. 

 
1011. COLLATERALIZATION 
 

 Certificates of Deposit - The City shall require any commercial bank or savings 
and loan association to deposit eligible securities with an agency of a depository 

approved by the State Banking Department to secure any uninsured portion of a 
non-negotiable Certificate of Deposit.  The value of eligible securities as defined 
pursuant to Government Code Section 53651, pledged against a Certificate of 

Deposit shall be equal to 150% of the face value of the CD if the securities are 
classified as mortgages and 110% of the face value of the CD for all other classes 

of security. 
 
 Repurchase Agreements - The City requires that repurchase agreements be 

collateralized only by securities authorized in this Policy: 
a. The securities which collateralize the repurchase agreement shall be priced at 

market value, including any accrued interest plus a margin. The market value 
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of the securities that underlie a repurchase agreement shall be valued at 
102% or greater of the funds borrowed against those securities. 

b. Financial institutions shall mark the value of the collateral to market at least 
monthly and increase or decrease the collateral to satisfy the ratio 

requirement described above. 
c. The City shall receive monthly statements of collateral. 

 

121. MATURITY 
 

The City shall not make any investments in instruments with a stated remaining 
maturity that exceeds five years at the time of purchase. 

 
The maturity of investment instruments in the portfolio shall be consistent with 
projected cash requirements. 

 
It is the City's intent, at the time of purchase, to hold the majority of investments 

until maturity to ensure the return of all invested principal dollars.  However, it is 
realized that market prices of securities will vary depending on economic and interest 
rate conditions at any point in time.  As a result, the City may choose to sell a security 

short of final maturity to realize a capital gain if it is to the City's economic advantage 
to do so. It is further recognized, that in a well-diversified portfolio, occasional 

measured losses are inevitable due to economic, bond market or individual security 
credit analysis.  These occasional losses must be considered within the context of the 
overall investment program objectives and the resultant long-term rate of return. 

 
 

132. LIQUIDITY 
 
In maintaining sufficient liquidity in the City’s portfolio, maturities shall be selected 

to mature prior to or match the timing of the City's projected cash flow needs.  It is 
intended that a liquidity base equal to forecasted cash flow needs for six months 

should be maintained.  Additionally, the marketability of a security shall be important 
criteria in selecting an investment. 
 

1314. DIVERSIFICATION 
 

The City shall diversify its investments by security type, institution, and maturity date 
to mitigate credit risk in the portfolio. 
 

Credit Risk is the risk that a security or a portfolio will lose some or all of its value 
due to a real or perceived change in the ability of the issuer to repay its debt.  The 

City shall mitigate credit risk by adopting the following strategies: 
 

 The diversification requirements included in this section are designed to 

mitigate credit risk in the portfolio.  
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 No more than 5% of the total portfolio may be invested in securities of any 
single issuer, other than the US government, its agencies and 

instrumentalities. 
 The City may elect to sell a security prior to its maturity and record a capital 

gain or loss in order to improve the quality, liquidity or yield of the portfolio in 
response to market conditions or the City’s risk preferences.  

 If securities owned by the City are downgraded by a Nationally Recognized 

Statistical Rating Organization (NRSRO) to a level below the quality required 
by the Policy, it shall be the City’s policy to review the credit situation and 

make a determination as to whether to sell or retain such securities in the 
portfolio.  Moody’s, Standard and Poor’s, and Fitch are currently used as the 

NRSRO.   
a. If a security is downgraded below the level required by the Policy, the 

Finance Director will use discretion in determining whether to sell or hold 

the security based on its current maturity, the loss in value, the economic 
outlook for the issuer, and other relevant factors. 

b. If a decision is made to retain a downgraded security in the portfolio, its 
presence in the portfolio will be monitored and reported monthly to the City 
Council. 

 
1415. REPORTING 

 
The Finance Director shall file a monthly investment report with the City Council which 
provides a clear picture of the status of current investments. The investment report 

may include comments on the fixed income markets and economic conditions, 
discussions regarding restrictions on percentages of investments by category, 

possible changes in the portfolio structure and significant changes to investment 
strategies.  The monthly investment report filed with the City Council will contain the 
following: 

 
 Percentages of the portfolio represented by each investment category. 

 An investment inventory including types and amounts of investments, issuing 
financial institutions and maturities. 

 A list of all investment transactions that occurred during the reporting month. 

 Investments or programs under the management of contracted parties. 
 Average maturity of the portfolio. 

 Average total yield to maturity of the portfolio relative to the prescribed 
benchmarks. 

 Current market value of investments with maturities of more than 12 months. 

 A statement denoting that the investment portfolio has sufficient liquidity to 
meet the City’s anticipated expenditure requirements for the upcoming six 

months. 
 Percent of portfolio invested by type of instrument. 
 Written explanations for any variations to the Policy. 
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1516. PERFORMANCE STANDARDS 
 

The investment portfolio shall be designed with the objective of obtaining a rate of 
return throughout budgetary and economic cycles, commensurate with the 

investment risk constraints and the cash flow needs. 
 

The City’s yield benchmark shall be the 24-month trailing average yield of the 2-year 

Constant Maturity Treasury (CMT). 
 

176. INTERNAL CONTROLS 
 

Internal controls shall be established and maintained to prevent losses of public funds 
arising from fraud, employee error, and misrepresentation by third parties, or 
imprudent actions by employees and officers of the City. 

 
Controls deemed most important include:  segregation of duties, separation of 

transaction authority from accounting and record keeping, custodial safekeeping, 
clear delegation of authority, specific limitations regarding securities losses and 
remedial action, control over wire transfers, minimizing the number of authorized 

investment officials and documentation of transactions and strategies. 
 

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 
the policies and procedures set forth in this document. 

 
18. INVESTMENT POLICY ADOPTION 

 
The City of Garden Grove’s investment policy shall be adopted by resolution of the 
City Council. The policy shall be reviewed annually by the City Council and any 

modifications made thereto must be approved by the City Council.  
 

 
 
 

 
 

 
 
 

 
 

 
 
 

 
 

 

Formatted: Font: Verdana, 11 pt

Formatted: Font: Verdana, 11 pt

Formatted: Font: Verdana, 11 pt

Page 21 of 299 



2020 INVESTMENT POLICY – 2020 REVISED 
PAGE 9   

 
 

 
 

 
 

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. 

 

Page 22 of 299 



2020 INVESTMENT POLICY – 2020 REVISED 
PAGE 10   

 
 

DELIVERY VS PAYMENT – Delivery of securities with a simultaneous exchange of 
money. 

 
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 in the United States against bank failure. The standard deposit 
insurance coverage limit is $250,000 per depositor, per FDIC-insured bank, per 

ownership category. 
 
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.   
 

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. 
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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 

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. 
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TREASURY NOTES – Intermediate-term coupon bearing U.S. Treasury securities 
having initial maturities of from one year to ten years. 

 
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 – Allowable Investments 
 

ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Bankers 
Acceptances 

Not to exceed 
25% in any one 
institution;   
 
Not to exceed 
20% of 
portfolio 

Not to 
exceed 
180 
days 

Eligible for 
purchase by the 
Federal 
Reserve System 

Not to exceed 
30% in any one 
institution;   
 
May not 
exceed 40% of 
portfolio 
 

Not to 
exceed 
180 
days 

Eligible for 
purchase by 
the Federal 
Reserve 
System 

Bonds issued by the 
City, including Bonds 
payable solely out of 
revenue from a 
revenue producing 
property owned, 
controlled or 
operated by the City 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Bonds, Notes or 
other evidence of 
indebtedness of any 
local agency within 
California, or state 
warrants, or Treasury 
Notes or Bonds of 
California 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Bonds, Notes or 
other evidence of 
indebtedness in any 
of the other 49 
states, in addition to 
California 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Commercial Paper Not to exceed 
25% of 
Portfolio; 
 
May not 
represent more 
than 10% of 
issuer’s 
outstanding 
paper 

Not to 
exceed 
270 
days 

“A1/P1” rating 
for issuer’s 
Commercial 
Paper; “A2/A” or 
higher rating on 
long-term debt; 
 
US domiciled 
corporations 
with assets 
greater than 
$500 million 
 

Not to exceed 
25% of 
Portfolio; 
 
May not 
represent more 
than 10% of 
issuer’s 
outstanding 
paper 

Not to 
exceed 
270 
days 

Prime quality 
with the highest 
letter/number 
rating and “A” 
or higher rating 
on the issuer’s 
long-term debt; 
 
US domiciled 
corporations 
with assets 
greater than 
$500 million 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Discount Notes or 
Notes issued by 
agencies of the 
Federal Government 
 

May not 
exceed 75% of 
Portfolio 

Not to 
exceed 
5 years 

 No limit Not to 
exceed 
5 years 

 

Diversified 
Management 
Companies, as 
defined by Section 
53601(l) of the 
Government Code 

Not to exceed 
10% of 
Portfolio 

N/A Highest ranking 
by not less than 
2 of the 3 
largest rating 
services; 
 
Have an SEC 
registered 
investment 
advisor with 
more than 5 
years of 
experience and 
assets under 
management 
greater than 
$500 million 

Not to exceed 
20% of 
Portfolio; 
 
Not more than 
10% of 
Portfolio in one 
fund 

N/A 
 

Highest ranking 
by not less than 
2 of the 3 
largest rating 
services; 
 
Have an SEC 
registered 
investment 
advisor with 
more than 5 
years of 
experience and 
assets under 
management 
greater than 
$500 million 
 

Financial Futures 
and Financial Option 
Contracts 

Not authorized   Pursuant to 
Section 53601 

Not to 
exceed 
5 years 

Pursuant to 
Section 53601 

Medium-Term Notes 
issued by 
Corporations 

Not to exceed 
30% of 
Portfolio 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating service 
 
US domiciled 
corporations or 
US licensed 
depository 

Not to exceed 
30% of 
Portfolio 

Not to 
exceed 
5 years 

“A” or better 
ranking by a 
nationally 
recognized 
rating service 
 
US domiciled 
corporations or 
US licensed 
depository 
 

Mortgage-backed 
Pass-Through 
Securities 
Collateralized 
Mortgage Obligations 
and Asset –Backed 
Securities 

Not to exceed 
20% of 
investing 
agency’s 
surplus 

Not to 
exceed 
5 years 

“A” or higher for 
issuer debt; 
must be rated 
“AA” or higher, 
by nationally 
recognized 
rating service 
 

Not to exceed 
20% of 
investing 
agency’s 
surplus 
 

Not to 
exceed 
5 years 

“A” or higher for 
issuer debt; 
must be rated 
“AA” or higher, 
by nationally 
recognized 
rating service 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Negotiable 
Certificates of 
Deposit issued by a 
Nationally or State 
Chartered Bank, a 
Federal Association, 
or a State Licensed 
Branch of a Foreign 
Owned Bank 
(Insured by Federal 
Government) 

Not to exceed 
20% of 
Portfolio 
 
May not 
exceed 
shareholder’s 
equity of 
issuing bank or 
net worth of 
issuing S & L 
or Federal 
Association 

Not to 
exceed 
3 years 

Bank or Savings 
& Loans with 
“A1/P1” or 
better short term 
debt rating and 
“A2/A” or better 
long-term debt 
rating 

Not to exceed 
30% of 
Portfolio 
 
May not 
exceed 
shareholder’s 
equity of 
issuing bank or 
net worth of 
issuing S & L or 
Federal 
Association 

Not to 
exceed 
5 years 

Not specified 

Repurchase 
Agreements 

Not to exceed 
10% of 
Portfolio 

Not to 
exceed 
14 
days 

Collateral of 
102% or greater 
with securities 
permitted in the 
Policy 
 

None Not to 
exceed 
1 year 

Authorized 
Collateral of 
102% or 
greater 

Reverse Repurchase 
Agreements 

Not authorized   None Not to 
exceed 
1 year 
 

Extensive 
conditions 
listed in Section  
53601 (i) 
 

Supranationals Not to exceed 
20% of 
Portfolio 
 

 

Not to 
exceed 
5 years 

“AA” or better 
ranking by a 
nationally 
recognized 
rating service 
 
Washington, 
D.C. based 
issuers: IADB, 
IBRD, and IFC 
 

Not to exceed 
30% of 
Portfolio 
 

Not to 
exceed 
5 years 

“AA” or better 
ranking by a 
nationally 
recognized 
rating service 
 
Washington, 
D.C. based 
issuers: IADB, 
IBRD, and IFC 
 

State of California 
Local Agency 
Investment Fund 
(LAIF) or other Local 
Government 
Investment Pools 
established by public 
entities 
 

Limit set by 
LAIF 

N/A Instruments 
consistent with 
State Code 

No requirement N/A  

United States 
Treasury Notes, 
Bonds, Bills, or other 
certificates of 
indebtedness backed 
by the US 
Government 

No limit Not to 
exceed 
5 years 

 No limit Not to 
exceed 
5 years 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

 

Zero Coupon Bonds Not authorized   Not specified   

 
* No more than 5% of the total portfolio may be invested in securities of any single issuer, other 

than the US government, its agencies and instrumentalities. 
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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 and conforming to 
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 guidelines for prudent investment of the City 

of Garden Grove’s temporary inactive cash and outline the policies for maximizing 
the efficiency of the City’s cash management system.   

 
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 

short and long-term cash flow demands, and conforming to all state statutes 
governing the investment of public funds. 

 
2. SCOPE 

 
The Policy shall direct the investment of the City's temporarily inactive cash for all 
funds in the investment portfolio. These funds are accounted for in the City of Garden 

Grove Comprehensive Annual Financial Report under the following fund types:   
 

 Governmental Funds 
 Proprietary Funds 
 Fiduciary Funds 

 
The Policy shall also direct all investments related to the Garden Grove Housing 

Authority, the Garden Grove Sanitary District, and the Garden Grove Public Financing 
Authority.  The Policy will not direct the investment of funds held for employees in 
deferred compensation plans.  Additionally, the Policy will not direct the investment 

of bond proceeds, which are specifically governed by the individual bond documents 
and trust indentures. 

 
3. PRUDENCE 
 

The standard of prudence to be used by the investment official shall be the “prudent 
investor standard” as set forth in California Government Code Section 53600.3 and 

shall be applied in the context of managing the overall portfolio. 
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The City’s Finance Director will be responsible for maintaining and updating 
investment policies and procedures.  The intent of the procedures will be to ensure 

that the investment objectives and safeguards stated in this Policy are effectively 
communicated to all officials involved in the investment of public funds and that they 

properly reflect the intent of the “Prudent Investor” rule.  The procedures will be 
maintained on file with the City Treasurer and the Finance Director.  
 

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 
 

The safety and risk associated with an investment refers to the potential loss 
of principal, interest or a combination of these amounts.  Safety of principal is 
the foremost objective of the investment program. City investments shall be 

undertaken in a manner that seeks to ensure the preservation of capital in the 
overall portfolio. The City shall select only those investments that are 

considered very safe.  The City shall not engage in speculation.  The City shall 
diversify its investments by investing funds among a variety of securities and 
financial institutions offering independent returns. 

 
 B.  Liquidity 

 
Liquidity is the ability to change an investment into its cash equivalent on short 
notice at its prevailing market value.  The funds in the City’s portfolio shall 

remain sufficiently liquid to meet all operating requirements that may be 
reasonably anticipated.  This is accomplished by structuring the portfolio so 

that securities mature concurrently with cash needs to meet anticipated 
demands.  Furthermore, since all possible cash demands cannot be 
anticipated, the portfolio will maintain a liquidity buffer and invest primarily in 

securities with active secondary and resale markets. 
 

 C.  Yield 
 

Yield is the potential dollar earnings that an investment can provide; it is also 

referred to as the rate of return.  The City’s portfolio shall be designed to attain 
a return on investments through economic cycles, taking into account 
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investment risk constraints and liquidity needs. Return on investment is of 
least importance compared to the safety and liquidity objectives.   

 
5. DELEGATION OF AUTHORITY 

 
In accordance with the State of California Government Code section 53607, the City 
Council has delegated, by resolution No. 9525-18, the authority to invest with the 

City Finance Director.  Such delegation is to be reviewed annually and may be 
renewed by the city council.  

 
Within the constraints set forth in the Policy, the Finance Director has the authority 

to direct investment strategy and approve investment transactions for the City's 
investment portfolio.  The Finance Director is responsible for the following: 
 

 Approving daily investment transactions. 
 Developing projections of the City's cash requirements for operating needs. 

 Reviewing the liquidity position of the investment portfolio. 
 Ensuring that the City's cash position is consistent with operating 

requirements. 

 Preparing appropriate investment reports. 
 Developing, implementing and monitoring controls over investments. 

 Record keeping for investment transactions. 
 
The City may engage the services of external investment management advisors to 

assist in the management of the City’s investment portfolio in a manner consistent 
with the City’s objectives.  Such advisors may be granted discretion to purchase and 

sell investment securities in accordance with the Policy.  Such advisors must be 
registered with the Security and Exchange Commission, and possess experience in 
public funds investment management.  All broker/dealers selected by an external 

advisor must comply with the requirements of California Government Code Section 
53601.5. All financial institutions and broker/dealers who desire to become qualified 

bidders for investment transactions must supply the investment management advisor 
with the following: audited financial statements, proof of Financial Industry 
Regulatory Authority (FINRA) registration, proof of State of California registration, 

and certification of having read the City’s 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 the proper execution of the investment 
program, or which could impair their ability to make impartial investment decisions. 

Employees and investment officials shall comply with the disclosure and 
disqualification requirements required by state law and any applicable regulations, 
including those adopted by the Fair Political Practices Commission, or FPPC. In 

addition, the FPPC’s Statement of Economic Interests (Form 700) shall be completed 
annually and submitted to the City Clerk for all individuals involved in the investment 

of public funds. 
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7. ALLOWABLE INVESTMENTS 

 
Allowable investments for the City are listed in the matrix provided herein as 

Attachment 1.  The list is intended to ensure that the investment portfolio is properly 
diversified so that no single category of investment is over weighted or poses a 
disproportionate credit risk to the City.  It should be noted that any newly developed 

derivative of an allowable investment that is not specifically mentioned in the Policy 
must be recommended by the Finance Director for inclusion in the Policy.  Any 

amendments to the list of allowable investments must be submitted to the City 
Council for review and approval. 

 
Any prior investment currently held by the City that does not meet the guidelines of 
this policy shall be exempt from the requirements of the Policy.  At maturity or 

liquidation, such funds shall be reinvested as provided by the Policy. 
 

Should an investment’s percentage exceed the Policy limitation due to an incident 
such as fluctuation in portfolio size, the affected securities may be held to maturity 
to avoid losses.  When no loss is indicated, the Finance Director shall direct the 

investment advisor to consider reconstructing the portfolio within the Policy 
established percentage limits. 

 
A thorough investigation of the investment pool/fund is required prior to investing 
public funds in any local agency investment pool or mutual fund. The investment of 

any public funds must comply with the rules set forth in the California Government 
Code Section 53601. 

 
Investment of bond proceeds held by fiscal agents will be made in accordance with 
California Government Code Section 53601 (m), which states that money from bond 

proceeds should be invested as specified by bond documents.  In most cases, these 
investments will be made under the same guidelines as other City investments. 

 
8. INVESTMENT POOLS / MUTUAL FUNDS 
 

A thorough investigation of the pool/fund is required prior to investing, and on a 
continual basis. The investigation will, at a minimum, obtain the following:  

 
a) A description of eligible investment securities, and a written statement of 

investment policy and objectives.  

b) A description of interest calculations and how it is distributed, and how gains 
and losses are treated.  

c) A description of how the securities are safeguarded (including the settlement 
processes), and how often the securities are priced and the program audited.  

d) A description of who may invest in the program, how often, what size deposit 

and withdrawal are allowed.  
e) A schedule for receiving statements and portfolio listings.  
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f)  A description of how the pool/fund maintain reserves, retained earnings, etc. or 
is all income after expenses distributed to participants.  

g) A fee schedule, and when and how is it assessed.  
h) The eligibility of the pool/fund to invest in bond proceeds and a description of 

its practices.  
 
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. S AFEKEEPING AND CUSTODY 
To protect against fraud, embezzlement, or losses caused by insolvency of individual 

securities dealers, all securities owned by the City shall be held in safekeeping by the 
City's custodial bank, a third party bank trust account, acting as agent for the City 
under the terms of a custody agreement.  Securities held in custody for the City shall 

be independently audited on an annual basis to verify investment holdings.  
 

Except for federally insured Certificates of Deposit, money market funds or the Local 
Agency Investment Fund (LAIF), all investments evidenced by physical or book-entry 
securities shall be secured through third-party custody and the following safekeeping 

procedures:   
 

 All transactions described above shall be executed on a delivery versus 
payment basis. 

 The custodian shall hold assets until the investments mature or the custodial 

bank receives a request from the City to sell or transfer the securities. 
 Bearer instruments shall be held only through third party institutions. 

 
11. COLLATERALIZATION 
 

 Certificates of Deposit - The City shall require any commercial bank or savings 
and loan association to deposit eligible securities with an agency of a depository 

approved by the State Banking Department to secure any uninsured portion of a 
non-negotiable Certificate of Deposit.  The value of eligible securities as defined 
pursuant to Government Code Section 53651, pledged against a Certificate of 

Deposit shall be equal to 150% of the face value of the CD if the securities are 
classified as mortgages and 110% of the face value of the CD for all other classes 

of security. 
 
 Repurchase Agreements - The City requires that repurchase agreements be 

collateralized only by securities authorized in this Policy: 
a. The securities which collateralize the repurchase agreement shall be priced at 

market value, including any accrued interest plus a margin. The market value 
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of the securities that underlie a repurchase agreement shall be valued at 
102% or greater of the funds borrowed against those securities. 

b. Financial institutions shall mark the value of the collateral to market at least 
monthly and increase or decrease the collateral to satisfy the ratio 

requirement described above. 
c. The City shall receive monthly statements of collateral. 

 

12. MATURITY 
 

The City shall not make any investments in instruments with a stated remaining 
maturity that exceeds five years at the time of purchase. 

 
The maturity of investment instruments in the portfolio shall be consistent with 
projected cash requirements. 

 
It is the City's intent, at the time of purchase, to hold the majority of investments 

until maturity to ensure the return of all invested principal dollars.  However, it is 
realized that market prices of securities will vary depending on economic and interest 
rate conditions at any point in time.  As a result, the City may choose to sell a security 

short of final maturity to realize a capital gain if it is to the City's economic advantage 
to do so. It is further recognized, that in a well-diversified portfolio, occasional 

measured losses are inevitable due to economic, bond market or individual security 
credit analysis.  These occasional losses must be considered within the context of the 
overall investment program objectives and the resultant long-term rate of return. 

 
 

13. LIQUIDITY 
 
In maintaining sufficient liquidity in the City’s portfolio, maturities shall be selected 

to mature prior to or match the timing of the City's projected cash flow needs.  It is 
intended that a liquidity base equal to forecasted cash flow needs for six months 

should be maintained.  Additionally, the marketability of a security shall be important 
criteria in selecting an investment. 
 

14. DIVERSIFICATION 
 

The City shall diversify its investments by security type, institution, and maturity date 
to mitigate credit risk in the portfolio. 
 

Credit Risk is the risk that a security or a portfolio will lose some or all of its value 
due to a real or perceived change in the ability of the issuer to repay its debt.  The 

City shall mitigate credit risk by adopting the following strategies: 
 

 The diversification requirements included in this section are designed to 

mitigate credit risk in the portfolio.  
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 No more than 5% of the total portfolio may be invested in securities of any 
single issuer, other than the US government, its agencies and 

instrumentalities. 
 The City may elect to sell a security prior to its maturity and record a capital 

gain or loss in order to improve the quality, liquidity or yield of the portfolio in 
response to market conditions or the City’s risk preferences.  

 If securities owned by the City are downgraded by a Nationally Recognized 

Statistical Rating Organization (NRSRO) to a level below the quality required 
by the Policy, it shall be the City’s policy to review the credit situation and 

make a determination as to whether to sell or retain such securities in the 
portfolio.  Moody’s, Standard and Poor’s, and Fitch are currently used as the 

NRSRO.   
a. If a security is downgraded below the level required by the Policy, the 

Finance Director will use discretion in determining whether to sell or hold 

the security based on its current maturity, the loss in value, the economic 
outlook for the issuer, and other relevant factors. 

b. If a decision is made to retain a downgraded security in the portfolio, its 
presence in the portfolio will be monitored and reported monthly to the City 
Council. 

 
15. REPORTING 

 
The Finance Director shall file a monthly investment report with the City Council which 
provides a clear picture of the status of current investments. The investment report 

may include comments on the fixed income markets and economic conditions, 
discussions regarding restrictions on percentages of investments by category, 

possible changes in the portfolio structure and significant changes to investment 
strategies.  The monthly investment report filed with the City Council will contain the 
following: 

 
 Percentages of the portfolio represented by each investment category. 

 An investment inventory including types and amounts of investments, issuing 
financial institutions and maturities. 

 A list of all investment transactions that occurred during the reporting month. 

 Investments or programs under the management of contracted parties. 
 Average maturity of the portfolio. 

 Average total yield to maturity of the portfolio relative to the prescribed 
benchmarks. 

 Current market value of investments with maturities of more than 12 months. 

 A statement denoting that the investment portfolio has sufficient liquidity to 
meet the City’s anticipated expenditure requirements for the upcoming six 

months. 
 Percent of portfolio invested by type of instrument. 
 Written explanations for any variations to the Policy. 
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16. PERFORMANCE STANDARDS 
 

The investment portfolio shall be designed with the objective of obtaining a rate of 
return throughout budgetary and economic cycles, commensurate with the 

investment risk constraints and the cash flow needs. 
 

The City’s yield benchmark shall be the 24-month trailing average yield of the 2-year 

Constant Maturity Treasury (CMT). 
 

17. INTERNAL CONTROLS 
 

Internal controls shall be established and maintained to prevent losses of public funds 
arising from fraud, employee error, and misrepresentation by third parties, or 
imprudent actions by employees and officers of the City. 

 
Controls deemed most important include:  segregation of duties, separation of 

transaction authority from accounting and record keeping, custodial safekeeping, 
clear delegation of authority, specific limitations regarding securities losses and 
remedial action, control over wire transfers, minimizing the number of authorized 

investment officials and documentation of transactions and strategies. 
 

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 
the policies and procedures set forth in this document. 

 
18. INVESTMENT POLICY ADOPTION 

 
The City of Garden Grove’s investment policy shall be adopted by resolution of the 
City Council. The policy shall be reviewed annually by the City Council and any 

modifications made thereto must be approved by the City Council.  
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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 in the United States against bank failure. The standard deposit 
insurance coverage limit is $250,000 per depositor, per FDIC-insured bank, per 
ownership category. 

 
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.   
 
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 
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. 
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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. 

 
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. 
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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 – Allowable Investments 
 

ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Bankers 
Acceptances 

Not to exceed 
25% in any one 
institution;   
 
Not to exceed 
20% of 
portfolio 

Not to 
exceed 
180 
days 

Eligible for 
purchase by the 
Federal 
Reserve System 

Not to exceed 
30% in any one 
institution;   
 
May not 
exceed 40% of 
portfolio 
 

Not to 
exceed 
180 
days 

Eligible for 
purchase by 
the Federal 
Reserve 
System 

Bonds issued by the 
City, including Bonds 
payable solely out of 
revenue from a 
revenue producing 
property owned, 
controlled or 
operated by the City 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Bonds, Notes or 
other evidence of 
indebtedness of any 
local agency within 
California, or state 
warrants, or Treasury 
Notes or Bonds of 
California 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Bonds, Notes or 
other evidence of 
indebtedness in any 
of the other 49 
states, in addition to 
California 

Not to exceed 
25% of the 
portfolio for 
combined 
municipal debt 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating services 

No limit Not to 
exceed 
5 years 

 

Commercial Paper Not to exceed 
25% of 
Portfolio; 
 
May not 
represent more 
than 10% of 
issuer’s 
outstanding 
paper 

Not to 
exceed 
270 
days 

“A1/P1” rating 
for issuer’s 
Commercial 
Paper; “A2/A” or 
higher rating on 
long-term debt; 
 
US domiciled 
corporations 
with assets 
greater than 
$500 million 
 

Not to exceed 
25% of 
Portfolio; 
 
May not 
represent more 
than 10% of 
issuer’s 
outstanding 
paper 

Not to 
exceed 
270 
days 

Prime quality 
with the highest 
letter/number 
rating and “A” 
or higher rating 
on the issuer’s 
long-term debt; 
 
US domiciled 
corporations 
with assets 
greater than 
$500 million 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Discount Notes or 
Notes issued by 
agencies of the 
Federal Government 
 

May not 
exceed 75% of 
Portfolio 

Not to 
exceed 
5 years 

 No limit Not to 
exceed 
5 years 

 

Diversified 
Management 
Companies, as 
defined by Section 
53601(l) of the 
Government Code 

Not to exceed 
10% of 
Portfolio 

N/A Highest ranking 
by not less than 
2 of the 3 
largest rating 
services; 
 
Have an SEC 
registered 
investment 
advisor with 
more than 5 
years of 
experience and 
assets under 
management 
greater than 
$500 million 

Not to exceed 
20% of 
Portfolio; 
 
Not more than 
10% of 
Portfolio in one 
fund 

N/A 
 

Highest ranking 
by not less than 
2 of the 3 
largest rating 
services; 
 
Have an SEC 
registered 
investment 
advisor with 
more than 5 
years of 
experience and 
assets under 
management 
greater than 
$500 million 
 

Financial Futures 
and Financial Option 
Contracts 

Not authorized   Pursuant to 
Section 53601 

Not to 
exceed 
5 years 

Pursuant to 
Section 53601 

Medium-Term Notes 
issued by 
Corporations 

Not to exceed 
30% of 
Portfolio 

Not to 
exceed 
5 years 

“A” or better 
ranking by 
nationally 
recognized 
rating service 
 
US domiciled 
corporations or 
US licensed 
depository 

Not to exceed 
30% of 
Portfolio 

Not to 
exceed 
5 years 

“A” or better 
ranking by a 
nationally 
recognized 
rating service 
 
US domiciled 
corporations or 
US licensed 
depository 
 

Mortgage-backed 
Pass-Through 
Securities 
Collateralized 
Mortgage Obligations 
and Asset –Backed 
Securities 

Not to exceed 
20% of 
investing 
agency’s 
surplus 

Not to 
exceed 
5 years 

“A” or higher for 
issuer debt; 
must be rated 
“AA” or higher, 
by nationally 
recognized 
rating service 
 

Not to exceed 
20% of 
investing 
agency’s 
surplus 
 

Not to 
exceed 
5 years 

“A” or higher for 
issuer debt; 
must be rated 
“AA” or higher, 
by nationally 
recognized 
rating service 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

Negotiable 
Certificates of 
Deposit issued by a 
Nationally or State 
Chartered Bank, a 
Federal Association, 
or a State Licensed 
Branch of a Foreign 
Owned Bank 
(Insured by Federal 
Government) 

Not to exceed 
20% of 
Portfolio 
 
May not 
exceed 
shareholder’s 
equity of 
issuing bank or 
net worth of 
issuing S & L 
or Federal 
Association 

Not to 
exceed 
3 years 

Bank or Savings 
& Loans with 
“A1/P1” or 
better short term 
debt rating and 
“A2/A” or better 
long-term debt 
rating 

Not to exceed 
30% of 
Portfolio 
 
May not 
exceed 
shareholder’s 
equity of 
issuing bank or 
net worth of 
issuing S & L or 
Federal 
Association 

Not to 
exceed 
5 years 

Not specified 

Repurchase 
Agreements 

Not to exceed 
10% of 
Portfolio 

Not to 
exceed 
14 
days 

Collateral of 
102% or greater 
with securities 
permitted in the 
Policy 
 

None Not to 
exceed 
1 year 

Authorized 
Collateral of 
102% or 
greater 

Reverse Repurchase 
Agreements 

Not authorized   None Not to 
exceed 
1 year 
 

Extensive 
conditions 
listed in Section  
53601 (i) 
 

Supranationals Not to exceed 
20% of 
Portfolio 
 

 

Not to 
exceed 
5 years 

“AA” or better 
ranking by a 
nationally 
recognized 
rating service 
 
Washington, 
D.C. based 
issuers: IADB, 
IBRD, and IFC 
 

Not to exceed 
30% of 
Portfolio 
 

Not to 
exceed 
5 years 

“AA” or better 
ranking by a 
nationally 
recognized 
rating service 
 
Washington, 
D.C. based 
issuers: IADB, 
IBRD, and IFC 
 

State of California 
Local Agency 
Investment Fund 
(LAIF) or other Local 
Government 
Investment Pools 
established by public 
entities 
 

Limit set by 
LAIF 

N/A Instruments 
consistent with 
State Code 

No requirement N/A  

United States 
Treasury Notes, 
Bonds, Bills, or other 
certificates of 
indebtedness backed 
by the US 
Government 

No limit Not to 
exceed 
5 years 

 No limit Not to 
exceed 
5 years 
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ALLOWABLE INVESTMENTS* 

 CITY POLICY LIMITS STATE CODE LIMITS 

Instrument Diversification Term Quality Diversification Term Quality 

 

Zero Coupon Bonds Not authorized   Not specified   

 
* No more than 5% of the total portfolio may be invested in securities of any single issuer, other 

than the US government, its agencies and instrumentalities. 
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Agenda Item - 3.d.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: John Montanchez

Dept.: City Manager Dept.: Community Services 

Subject: Appropriation of $22,950 in
grant funds related to
Coronavirus relief funding
through the Coronavirus Aid,
Relief, and Economic
Security Act (CARES Act).
(Action Item)

Date: 10/13/2020

OBJECTIVE

To obtain approval from the City Council to appropriate grant funds related to
coronavirus relief funding through the Coronavirus Aid, Relief, and Economic
Security (CARES) Act provided through the County of Orange Social Services
Agency, designated for the Magnolia Park Family Resource Center.

BACKGROUND

The COVID-19 pandemic resulted in the declaration of national, State, and local
emergencies in February and March 2020.  On March 27, 2020, Congress signed into
law the CARES Act, which provided funding to people, businesses, and local
agencies affected by the pandemic.   The CARES Act established the Coronavirus
Relief Fund providing $26 million to the County of Orange. The Orange County
Social Services Agency (OCSSA) has received CARES Act funds that are designated
for FaCT funded family resource centers.  

DISCUSSION

The City will receive $22,950 from the  OCSSA.  Funds are to be used for COVID-19
related expenses incurred by the Magnolia Park Family Resource Center between July
1, 2020 and November 2, 2020. Funding is to specifically support clients affected by
COVID-19 as well as support service delivery. Eligible expenses include the
following:
 

Protective supplies and equipment
Reconfiguration for social distancing
Emergency assistance for clients
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Resources and equipment to conduct HIPPA compliant video platform meetings
 
Staff will work with the OCSSA office to determine the eligible expenses.  Unspent
funds after November 2, 2020, will be returned.

FINANCIAL IMPACT

Funding is available for reimbursement of eligible expenses related to COVID-19 in
the amount of $22,950.  These funds are not included in the City’s existing Fiscal
Year 2020-21 budget allocation, and will be appropriated in FY 2020-21. Any
unspent funds after November 2, 2020 shall be returned to the OCSSA. 

RECOMMENDATION

It is recommended that the City Council:
 

Appropriate the Coronavirus Relief Funds allocated to the Magnolia Park Family
Resource Center in the amount of $22,950 in Fiscal Year 2020-21.

 
By: Janet Pelayo
      Community Services Manager
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Agenda Item - 3.e.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Teresa Pomeroy

Dept.: City Manager Dept.: City Clerk 

Subject: Receive and file minutes
from the meeting held on
September 22, 2020. 
(Action Item)

Date: 10/13/2020

Attached are the minutes recommended to be received and filed as submitted or
amended. 

ATTACHMENTS:
Description Upload Date Type File Name

Minutes 10/8/2020 Minutes cc-min_09_22_2020.pdf
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MINUTES 

 
GARDEN GROVE CITY COUNCIL 

 

Regular Meeting 
 

Tuesday, September 22, 2020 
 

Community Meeting Center 

11300 Stanford Avenue, Garden Grove, CA  92840 
 

CONVENE CLOSED SESSION 
 
At 6:03 p.m., Mayor Jones convened Closed Session telephonically. 

 
ROLL CALL PRESENT: (7) Council Members Brietigam, D. Nguyen, Bui, 

Klopfenstein, K. Nguyen, Mayor Pro Tem 
O’Neill, Mayor Jones 

 
 ABSENT: (0) None 

 

ORAL COMMUNICATIONS FOR CLOSED SESSION 
 

Speakers:  None. 
 
CONVENE CLOSED SESSION 

 
At 6:04 p.m., Mayor Jones announced the City Council was going into Closed 

Session telephonically to discuss the following matters: 
 
Conference with Legal Counsel – Anticipated Litigation 

Significant exposure to litigation per Government Code Section 54956.9(d)(2):  
One potential case relating to the claim filed by Chanh Ngoc Phan on 5-19-2020. 

 
ADJOURN CLOSED SESSION 
 

At 6:10 p.m., Mayor Jones adjourned the Closed Session 
 

CONVENE REGULAR MEETING 
 
At 6:35 p.m., Mayor Jones convened the meeting telephonically with all Council 

Members present. 
 

PLEDGE OF ALLEGIANCE TO THE FLAG OF THE UNITED STATES OF AMERICA 
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ORAL COMMUNICATIONS 
 

Speakers:  Craig Durfey, Allison Vo, Nicholas Dibs. 
 

Written Communications:  Teame Ozeqbe, Ashley Owen, Wei Huang, Alan Song, 
Victoria Williams, Giovanny Cordova Aviles, Estrella Vazquez, Mariela Vasquez, 
Ashley Dao, Maleeha Saeed, Ann A., Connie Tran, Joshua Galiley, Craig Durfey, 

Tony Flores, Candace Hsu, Sue Zhao. 
 

RECESS MEETING 
 
At 6:48 p.m., Mayor Jones recessed the meeting. 

 
RECONVENE MEETING 

 
At 6:55 p.m., Mayor Jones reconvened the meeting with all Council Members 
present. 

 
ADOPTION OF A PROCLAMATION DECLARING OCTOBER 4TH – 10TH, 2020, AS FIRE 

PREVENTION WEEK (F: 83.1) 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 
A Proclamation declaring October 4, 2020 through October 10, 2020, as Fire 

Prevention Week, be adopted. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O’Neill, Jones 
Noes: (0) None 

 
REJECTION OF ALL BIDS AND APPROVAL TO READVERTISE AN INVITATION FOR 
BIDS FOR THE GARDEN GROVE PARK IMPROVEMENT CITY PROJECT NO. 

2163101280 (F: 73.5-PROJ.2163101280) 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 
All bids received on August 31, 2020, for the Garden Grove Park Improvement City 

Project No. 2163101280, be rejected; 
 

Staff be authorized to readvertise an invitation for bids for the revised Garden 
Grove Park Improvement Project. 
 

The motion carried by a 7-0 vote as follows: 
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Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O’Neill, Jones 

Noes: (0) None 
 

ADOPTION OF A RESOLUTION AMENDING THE CITY’S CONFLICT OF INTEREST 
CODE PERTAINING TO DESIGNATED POSITIONS AND DISCLOSURE CATEGORIES 
(F: 30.7) 

 
It was moved by Council Member Brietigam, seconded by Council Member Bui that: 

 
Resolution No. 9655-20 entitled:  A Resolution of the City Council of the City of 
Garden Grove amending the conflict of interest code of the City of Garden Grove 

pertaining to designated positions and disclosure categories and rescinding 
Resolution No. 9530-18, be adopted. 

 
The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O’Neill, Jones 

Noes: (0) None 
 

ADOPTION OF A RESOLUTION APPROVING THE SUBMITTAL OF AN APPLICATION TO 
THE ORANGE COUNTY TRANSPORTATION AUTHORITY FOR THE CONSTRUCTION 
PHASE OF THE EUCLID/WESTMINSTER INTERSECTION IMPROVEMENT PROJECT  

(F:  24.13) (XR: 36.11) 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 
Resolution No. 9656-20 entitled:  A Resolution of the City Council of the City of 

Garden Grove approving the submittal of the Euclid/Westminster Intersection 
Improvement Project, Construction Phase to the Orange County Transportation 

Authority Funding, be adopted. 
 
The motion carried by a 7-0 vote as follows: 

 
Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O’Neill, Jones 
Noes: (0) None 

 

APPROVAL OF A TRANSFER AGREEMENT WITH THE CITY OF SANTA ANA TO 
RECEIVE SUBAWARD GRANT FUNDS FOR FISCAL YEAR 2019 URBAN AREAS 

SECURITY INITIATIVE (UASI) GRANT PROGRAM (F: 55-City of Santa Ana) 
(XR: 82.15) (XR: 92.4) 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 

The Fiscal Year 2019 UASI Transfer Agreement with the City of Santa Ana for 
reimbursement to the City of Garden Grove for the transfer or purchase of 
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equipment and services, or for the cost of personnel who assist with the instruction 
and delivery of approved UASI courses in the Anaheim/Santa Ana Urban Area, be 

approved; and 
 

The City Manager or the Chief of Police be authorized to sign the agreement on 
behalf of the City as the authorized representative for the Fiscal Year 2019 UASI 
grant. 

 
The motion carried by a 7-0 vote as follows: 

 
Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O’Neill, Jones 

Noes: (0) None 
 

APPROVAL OF AN AGREEMENT WITH THE COUNTY OF ORANGE FOR THE 2019 
EDWARD BYRNE MEMORIAL JUSTICE ASSISTANCE GRANTS (JAG) PROGRAM, AND 
APPROVAL TO ALLOCATE THE GRANT FUNDING FOR JAIL SERVICES  

(F:  55-County of Orange) (XR: 82.15) 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 

The Agreement with the County of Orange for the 2019 Edward Byrne Memorial 
Justice Assistance Grant (JAG) program, in the amount of $40,180 less ten percent 
administrative fee for a total of $36,162, be approved;  

 
Grant funds be authorized to partially fund the City’s jail services contract; and 

 
The City Manager be authorized to sign the agreement on behalf of the City. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O’Neill, Jones 

Noes: (0) None 

 
MINUTES (F: Vault) 

 
It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 

The minutes from the meeting held on September 8, 2020, be received and filed. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O’Neill, Jones 
Noes: (0) None 
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WARRANTS  
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 

Payroll Warrants 184229 through 184241; Direct Deposits D369786 through 
D370392; Wires W2730  through W2733; be received and filed as presented in the 
warrant register submitted, and have been audited for accuracy and funds are 

available for payment thereof by the Finance Director; and 
 

Demands covered by Wires 00000042 to 00000055, EFT numbers 00001927 to 
00001937, and check numbers 00665053 through 00665216 inclusive as listed 
have been verified by the Finance Division as properly issued and bear all proper 

signatures; and 
 

Demands covered by EFT numbers 00001938 to 00001943, and check numbers 
00665217 through 00665365 inclusive as listed have been verified by the Finance 
Division as properly issued and bear all proper signatures; and 

 
Demands covered by Wires 00000056 to 00000067, EFT numbers 00001944 to 

00002899, and check numbers 00665366 through 00665746 inclusive as listed 
have been verified by the Finance Division as properly issued and bear all proper 

signatures; and 
 
Demands covered by Wires 00000068 to 00000071, EFT numbers 00002900 to 

00002910, and check numbers 00665747 through 00665853 inclusive as listed 
have been verified by the Finance Division as properly issued and bear all proper 

signatures; and 
 
Demands covered by Wires 00000072 to 00000075, EFT numbers 00002911 to 

00002918, and check numbers 00665854 through 00665992 inclusive as listed 
have been verified by the Finance Division as properly issued and bear all proper 

signatures. 
 
The motion carried by a 7-0 vote as follows: 

 
Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O’Neill, Jones 
Noes: (0) None 

 

WAIVER 
 

It was moved by Council Member Brietigam, seconded by Council Member Bui that: 
 
Full reading of ordinances listed be waived. 

 
The motion carried by a 7-0 vote as follows: 
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Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O’Neill, Jones 

Noes: (0) None 
 

AWARD A CONTRACT TO G4S SECURE SOLUTIONS (USA) INC., FOR CIVILIAN JAIL 
CONTRACT SERVICES (F:  55-G4S Secure Solutions (USA) Inc.) 
 

Following staff introduction and City Council comments it was moved by Council 
Member Klopfenstein, seconded by Council Member Brietigam that: 

 
A contract be awarded to G4S Secure Solutions (USA) Inc., in the amount of 
$1,815,556.69, for jail custody services, for the period November 1, 2020 through 

June 30, 2023, with an option to extend for an additional two (2) years; and 
 

The City Manager be authorized to sign the contract on behalf of the City, and to 
make minor modifications as appropriate thereto. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O'Neill, Jones 

Noes: (0) None 
 
AWARD A CONTRACT TO WEST YOST ASSOCIATES FOR PROFESSIONAL 

ENGINEERING SERVICES TO PROVIDE PROGRAM MANAGEMENT FOR THE SCADA 
IMPLEMENTATION PROJECTS (F: 55-West Yost Associates) 

 
Following staff introduction and City Council discussion, it was moved by Council 
Member Brietigam, seconded by Council Member D. Nguyen that: 

 
A contract be awarded to West Yost Associates, in the amount of $3,182,944, for 

professional engineering services to provide program management for the SCADA 
Implementation Projects; and 
 

The City Manager be authorized to execute the contract on behalf of the City, and 
to make minor modifications as appropriate. 

 
The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 
Nguyen, O'Neill, Jones 

Noes: (0) None 
 
SECOND READING OF ORDINANCE NO. 2917 (F: 122.2) 

 
(As approved earlier in the meeting, it was moved by Council Member Brietigam, 

seconded by Council Member Bui and approved by a 7-0 vote, that full reading of 
ordinances listed be waived.) 
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Following the reading of the title, it was moved by Council Member Brietigam, 
seconded by Council Member D. Nguyen that: 

 
Ordinance No. 2917 entitled:  An Ordinance of the City Council of the City of 

Garden Grove amending Section 14.12.070 of the Garden Grove Municipal Code to 
designate the Administrative Board of Appeals as a hearing body for billing 
disputes, be adopted. 

 
The motion carried by a 7-0 vote as follows: 

 
Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O'Neill, Jones 

Noes: (0) None 
 

MATTERS FROM THE MAYOR, CITY COUNCIL MEMBERS, AND CITY MANAGER 
 
Mayor Jones stated that the City is updating the Housing, Safety, and Land Use 

elements and adopting a new Environmental Justice Element to the Garden Grove 
General Plan; he announced that Friday, September 25, 2020, is the last day to 

participate in the City’s online survey for input on an eight year community housing 
strategy.  He noted the survey is in multiple languages and more information is 

accessible on the City’s website.  He stated he participated in a press conference 
with the Mayors of Anaheim and Buena Park to urge the Governor to provide 
guidelines for a safe and sensible reopening of Disneyland, noting there are 

approximately 8,000 jobs directly attributable to and surrounding Disneyland. He 
stated that Disneyland has a plan and feels confident that they will be able to 

reopen safely with the improvements made to the park ready to implement when 
the Governor provides guidance for reopening.   
 

Council Member Klopfenstein noted that much of the Harbor Corridor is in District 5 
with many hotels directly affected by Disneyland’s closure.  She asked for support 

from her council colleagues to sign a letter urging the Governor to provide 
reasonable and safe guidance for reopening Disneyland.   
 

Mayor Jones asked that a letter addressed to the Governor should be put forward 
soon. 

 
Council Member Bui moved to add an urgency item for the purpose of sending a 
letter to the Governor for consideration to provide timely guidance for reopening 

Disneyland, seconded by Council Member Klopfenstein. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O'Neill, Jones 
Noes: (0) None 

 
It was moved by Council Member Klopfenstein, seconded by Mayor Jones that: 
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A Letter be sent to Governor Newsom from the Garden Grove City Council 
requesting that reasonable and safe guidelines be provided for reopening 

Disneyland. 
 

The motion carried by a 7-0 vote as follows: 
 

Ayes: (7) Brietigam, D. Nguyen, Bui, Klopfenstein, K. 

Nguyen, O'Neill, Jones 
Noes: (0) None 

 
Mayor Pro Tem O’Neill expressed his gratitude for the 19,000 firefighters who are 
currently battling 27 major wildfires in California.  The state has lost over a million 

acres to fire over these past weeks and many people have lost their homes.  He 
expressed his dismay over events of 2020 and hopes for a better 2021. 

 
Council Member Brietigam commented that public artwork depicting the six 
branches of the armed forces will soon be done.  He commended the service clubs 

in Garden Grove as keystones in the community and encouraged the public to 
become involved.  He challenged the City’s Directors and Managers to self-audit for 

the purpose of finding new ways to improve and streamline processes, and to 
analyze if we are properly assessing grant opportunities. 

 
Council Member Bui noted that the Fortune 500 companies continually audit 
operations for the purpose of gathering information needed to streamline 

operations and identify areas needing improvement in order to stay competitive.  
He suggested that moving forward an informal review of the City Manager be 

conducted to determine goals and objectives.  He asked for support to discuss a 
partial reopening of City parks, noting that he has received numerous resident 
requests to reopen parks.  He noted that portable restroom facilities have been 

placed at Garden Grove Park; however, he expressed distaste for unsanitary 
conditions of portable restrooms and asked that restroom facilities be opened. 

 
City Manager Stiles stated that he will direct discussions with both the Community 
Services Director and Public Works Director, noting that there are some renovations 

being done at some of the City’s Parks facilities, that extra precautions to protect 
the health of our Parks Maintenance workers have been taken, and that the City is 

following State guidelines.   
 
Council Member Bui responded that he understood; however, if restaurants are 

allowing a 25 percent capacity that includes use of the restroom facilities, and Parks 
are being used within the State guidelines for social distancing and passive use, 

clean restrooms should be available. 
 
City Manager Stiles assented to Council Member Bui’s position, stating that he 

would compile a report for the City Council based on the State’s guidelines. 
 

Council Member K. Nguyen commended Maria Stipe and Shawn Park with the City 
Manager’s Office for their work on the 2020 Census.  She noted that Garden 
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Grove’s response rate is just over 78 percent, and the deadline to be included in 
the Census is Wednesday, September 30, 2020, and she is hopeful for an 80 

percent response rate in Garden Grove.  She expressed gratitude for staff 
assistance and support from Congressman Lou Correa on the first Veteran’s Day 

event in the City held last year, and that as we are in the midst of a pandemic, she 
would like to revisit her idea to hang banners throughout the City to honor our 
service members and veterans.   

 
Council Member Klopfenstein noted the sad passing of a Garden Grove resident 

from the West Nile virus caused by mosquitoes.  She strongly encouraged residents 
to take precautions. 
 

Council Member D. Nguyen stressed the importance of the Census and encouraged 
residents to participate in the 2020 Census count, and that they encourage 

neighbors who have not yet responded to do so. 
 
City Manager Stiles reiterated comments regarding the 2020 Census and the 

pending deadline on Wednesday, September 30, 2020.  To date, Garden Grove is 
third in the nation and second in the state at a 78.2 percent response rate.  He 

commended staff on their dedication to Census outreach, and that getting accurate 
census determines federal and state funding opportunities for our community.  He 

encouraged residents to complete their Census at my2020census.gov.  He stated 
that he will work with staff on a banner program for service members and veterans 
and will report back to the City Council. 

 
Mayor Jones offered kudos to Council Member K. Nguyen for pushing forward on 

the 2020 Census. 
 
City Attorney Sandoval announced that no reportable action was taken during 

Closed Session. 
 

ADJOURNMENT 
 
At 7:49 p.m., Mayor Jones adjourned the meeting.  The next Regular City Council 

Meeting scheduled on Tuesday, October 13, 2020, at 5:30 p.m. at the Community 
Meeting Center, 11300 Stanford Avenue, Garden Grove, California. 

 
 
 

Teresa Pomeroy, CMC 
City Clerk 
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Agenda Item - 3.f.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Patricia Song

Dept.: City Manager Dept.: Finance 

Subject: Receive and file warrants.
(Action Item)

Date: 10/13/2020

Attached are the warrants recommended to be received and filed. 

ATTACHMENTS:
Description Upload Date Type File Name

Warrants 10/1/2020 Warrants
10-13-
20_CC_Warrants_(Payroll_9-
24-20).pdf

Warrants 10/7/2020 Warrants
10-13-
20_CC_Warrants_(Payroll_10-
08-20).pdf
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Agenda Item - 4.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Lisa L. Kim

Dept.: City Manager Dept.: Community and Economic
Development 

Subject: Introduction and first
reading of an Ordinance
approving Amendment No.
A-029-2020

Date: 10/13/2020

OBJECTIVE

To transmit a recommendation from the Planning Commission to the City Council to
approve Amendment No. A-029-2020, to amend the City’s official Zoning Map to
change the zoning of the subject property, located at 8932 Katella Avenue
(Assessor’s Parcel No. 132-041-21), from O-P (Office Professional) to C-1
(Neighborhood Commercial).

BACKGROUND

The subject site is improved with an existing multi-tenant center, located on the
south side of Katella Avenue, west of Magnolia Street.  The center is comprised of
eight (8) tenant spaces of approximately 12,080 square feet of commercial/office
space.  The center includes a “barber/beauty shop” use and five (5) general office
uses.  Two (2) of the eight (8) suites are vacant. 
 
The subject property is zoned O-P (Office Professional) with a General Plan Land
Use Designation of Light Commercial.  The property is adjacent to C-1
(Neighborhood Commercial) zoned properties to the east developed with commercial
retail uses, PUD-109-96 (Residential Planned Unit Development) zoned properties to
the south developed with small-lot subdivision single-family dwellings, and an O-P
(Office Professional) zoned property to the west developed with a residential care
facility.  Across Magnolia Street, to the east, is a C-1 zoned property developed with
a multi-tenant commercial retail shopping center.  An additional multi-tenant
commercial retail shopping center is located at the northeast corner of Katella
Avenue and Magnolia Street, located within unincorporated land of the County of
Orange.  Across Katella Avenue, to the north of the subject property, are multiple
properties located within the jurisdictional boundaries of the City of Stanton and
unincorporated land of the County of Orange developed with commercial retail uses,
an apartment complex, and a gas station. 
 
Pursuant to a request filed by the previous property owner, in 1998, the City of
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Garden Grove approved Amendment No. A-190-98, which rezoned the subject
property from C-1 (Neighborhood Commercial) to O-P (Office Professional), and also
approved Amendment No. A-191-98, which amended Title 9 of the Municipal Code to
allow “ambulance service” uses in the O-P zone, subject to approval of a Conditional
Use Permit.  Concurrently, the City also approved Conditional Use Permit No. CUP-
427-98 to allow the operation of an ambulance service business on the subject
property.  According to business license records, the ambulance service business
closed its operation in 2004.
 
On August 20, 2020, the Planning Commission held a public hearing to consider
Amendment No. A-029-2020.  There were no speakers from the public who came
forward to speak in favor of or in opposition to the project.  Staff received one (1)
public comment letter citing concerns with the requested zone change that the exact
commercial uses are not stated in the proposal; that there are existing commercial
businesses in the area that already generate negative impacts such as homeless
loitering, and traffic and noise issues; and that while current businesses may be
good operators, in the future they may close and be replaced by bad operators.   By
a vote of 5-0 (with 1 commissioner absent), the Planning Commission adopted
Resolution No. 5998-20, recommending that the City Council approve Amendment
No. A-029-2020.

DISCUSSION

Project Summary:
 
Based on the applicant’s application filing, the property owner has had difficulty
filling vacancies in the center, and is seeking City approval to rezone the property
from O-P (Office Professional) back to the original zoning of the property of C-1
(Neighborhood Commercial).  The property owner is seeking greater tenant flexibility
through expanded uses allowed through the C-1 zoning designation.
 
The proposed C-1 zoning designation is consistent with the subject property’s
existing General Plan Land Use Designation of Light Commercial, which is intended
to allow a range of commercial activities that serve local residential neighborhoods
and the larger community.  The Light Commercial designation is intended to
accommodate a variety of retail services such as markets, drug stores, retail shops,
financial institutions, service establishments, and restaurants.  The City’s General
Plan calls for commercial uses in the Light Commercial designation to be compatible
with the surrounding area and nearby residential uses.
 
The C-1 (Neighborhood Commercial) zoning designation is intended to provide for
business at the neighborhood level in small scale convenience shopping facilities.
The shopping facilities are encouraged to be integrated into the surrounding area to
maintain the image of the neighborhood and to ensure operational compatibility. 
Commercial zones that are directly adjacent to and/or abutting sensitive uses such as
single-family residential homes, are typically zoned C-1, which is the least intensive
commercial zoning designation in the City.  The City also includes C-2 (Community
Commercial) and C-3 (Heavy Commercial) zoning designations which allow more
intensive uses such as, but not limited to, auto repair (with paint and body work),
pool halls, bars, smoking lounges, automatic car washes, car sales lots. 
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The proposed C-1 zoning designation is consistent with the existing zoning patterns
in the surrounding area, which includes other C-1 zoned properties, and various
multi-tenant commercial retail shopping centers.
 
Parking and Trip Generation:
 
The O-P (Office Professional) zone is intended to provide for business and
professional offices, services and associated business and retail activities, in an
attractive environment compatible with residential areas.  Office Professional zoned
properties in the City typically accommodate and include general and professional
office type businesses, with minimal retail/commercial type uses that are supportive
of the office uses.  It should be noted, with the exception of “ambulance service”
businesses, all uses that are allowed in the O-P zone are also allowed in the C-1
zone.  The C-1 zone allows substantially more types of retail/commercial type uses,
which would create more tenant flexibility for the property owner to retain current,
and secure future, tenants. 
 
It should also be noted, when the property was originally approved by the City in
1985, the site was zoned C-1 (Neighborhood Commercial) and the development was
designed with sufficient parking to accommodate commercial retail uses.  The
parking requirement for standard retail uses is one (1) parking space per 200 square
feet of gross floor area.  The existing building has a gross floor area of 12,080
square feet.  Applying the parking ratio for standard retail uses, the site was
originally required to provide a minimum of 61 parking spaces.  The site provides a
total of 64 parking spaces on-site, for a surplus of three (3) parking spaces.  While
the mix of uses has changed over the years, including after the property was rezoned
from C-1 (Neighborhood Commercial) to O-P (Office Professional) in 1998, the
existing building and number of parking spaces have remained the same.
 
RK Engineering Group, Inc., a professional consulting firm, who specializes in traffic
engineering services, prepared a trip generation memorandum to evaluate potential
impacts of changes in trip generation from the site, as a result of rezoning the
property from O-P (Office Professional) to C-1 (Neighborhood Commercial).  Trip
generation represents the expected number of vehicle trips originating in, or destined
for, a particular traffic analysis zone.  The analysis of the memo focused on potential
impacts and changes from any increase in the site’s trip generation during AM and
PM peak hours.  RK Engineering concluded in their analysis that under the proposed
C-1 (Neighborhood Commercial) zoning, the expected trip generation forecasts to
result in a minimal increase in trips with no significant traffic impact on the
surrounding traffic circulation system.  A copy of the trip generation memo has been
attached to this staff report for reference.  Staff, along with the City’s Traffic
Engineer, have reviewed the trip generation memo and concur with the findings.
 
Today, of the eight (8) tenant spaces available in the center, six (6) tenant spaces are
currently occupied, comprising of five (5) general offices and one (1) barber/beauty
shop.  Two (2) of the eight tenant spaces are vacant.  For purposes of calculating the
required parking for the center under full occupancy, the parking discussions in the
attached memo assumes the two (2) vacant tenant spaces to be occupied by a fast-
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food restaurant (with limited seating and no drive-thru) and a typical retail store –
both of which are standard retail uses that require one (1) parking space per 200
square feet of gross floor area.  Under full occupancy conditions, in this scenario, the
parking calculations result in a total of 57 parking spaces required (minimum) for the
site.  The site provides a total of 64 parking spaces on-site, for a surplus of seven
(7) parking spaces.
 
As new uses (business types) are proposed in the future, parking adequacy and
potential traffic impacts will continuously be re-evaluated by City Staff, at the time of
a respective request, to: (i) ensure there is sufficient parking available to
accommodate the mix of the uses in the center; and (ii) ensure any required traffic
analysis is conducted that may require a traffic study, traffic mitigation, and/or
applicable traffic mitigation fees.

FINANCIAL IMPACT

None.

RECOMMENDATION

It is recommended that the City Council:
 

Conduct a Public Hearing;
 

Determine that the Ordinance is categorically exempt from the California
Environmental Quality Act pursuant to Title 14, California Code of Regulations,
Article 19, Section 15301, Existing Facilities; and,
 
Introduce and conduct the first reading of an Ordinance approving Amendment
No. A-029-2020 to amend the City’s official Zoning Map to change the zoning of
the subject property, located at 8932 Katella Avenue (Assessor’s Parcel No. 132-
041-21), from O-P (Office Professional) to C-1 (Neighborhood Commercial).
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COMMUNITY AND ECONOMIC 
DEVELOPMENT DEPARTMENT 

PLANNING STAFF REPORT 
 

AGENDA ITEM NO.:  

                                C.3. 

SITE LOCATION: South side of Katella 

Avenue, west of Magnolia Street, at 

8932 Katella Avenue 

HEARING DATE:  August 20, 2020 GENERAL PLAN:  Light Commercial 

CASE NO.:  Amendment No. A-029-2020 EXISTING ZONE:  O-P (Office 

Professional) 

PROPOSED ZONE: C-1 (Neighborhood 

Commercial) 

APPLICANT:  David N. Alagband CEQA DETERMINATION:  Exempt 

PROPERTY OWNER:  Gilles 

Sensenbrenner 

APN: 132-041-21 

 

REQUEST: 

 

A request to rezone a property located at 8932 Katella Avenue (Assessor’s Parcel 

No. 132-041-21) from O-P (Office Professional) to C-1 (Neighborhood Commercial). 

 

BACKGROUND: 

 

The subject site is improved with an existing multi-tenant center, located on the 

south side of Katella Avenue, west of Magnolia Street.  The center is comprised of 

eight (8) tenant spaces of approximately 12,080 square feet of commercial/office 

space.  The center includes a “barber/beauty shop” use and five (5) general office 

uses.  Two (2) of the eight (8) suites are vacant.   

 

The subject property is zoned O-P (Office Professional) with a General Plan Land 

Use Designation of Light Commercial.  The property is adjacent to C-1 

(Neighborhood Commercial) zoned properties to the east developed with 

commercial retail uses, PUD-109-96 (Residential Planned Unit Development) zoned 

properties to the south developed with small-lot subdivision single-family dwellings, 

and an O-P (Office Professional) zoned property to the west developed with a 

residential care facility.  Across Magnolia Street, to the east, is a C-1 zoned 

property developed with a multi-tenant commercial retail shopping center.  An 

additional multi-tenant commercial retail shopping center is located at the northeast 

corner of Katella Avenue and Magnolia Street, located within unincorporated land of 

the County of Orange.  Across Katella Avenue, to the north of the subject property, 

are multiple properties located within the jurisdictional boundaries of the City of 

Stanton and unincorporated land of the County of Orange developed with 

commercial retail uses, an apartment complex, and a gas station.   

ATTACHMENT 1

Page 80 of 299 



STAFF REPORT FOR PUBLIC HEARING                                      PAGE 2 

CASE NO. A-029-2020 

Pursuant to a request filed by the previous property owner, in 1998, the City of 

Garden Grove approved Amendment No. A-190-98, which rezoned the subject 

property from C-1 (Neighborhood Commercial) to O-P (Office Professional), and 

also approved Amendment No. A-191-98, which amended Title 9 of the Municipal 

Code to allow “ambulance service” uses in the O-P zone, subject to approval of a 

Conditional Use Permit.  Concurrently, the City also approved Conditional Use 

Permit No. CUP-427-98 to allow the operation of an ambulance service business on 

the subject property.  According to business license records, the ambulance service 

business closed its operation in 2004.    

 

DISCUSSION: 

 

Based on the applicant’s application filing, the property owner has had difficulty 

filling vacancies in the center, and is seeking City approval to rezone the property 

from O-P (Office Professional) back to the original zoning of the property of C-1 

(Neighborhood Commercial).  The property owner is seeking greater tenant 

flexibility through expanded uses allowed through the C-1 zoning designation.   

 

The proposed C-1 zoning designation is consistent with the subject property’s 

existing General Plan Land Use Designation of Light Commercial, which is intended 

to allow a range of commercial activities that serve local residential neighborhoods 

and the larger community.  The Light Commercial designation is intended to 

accommodate a variety of retail services such as markets, drug stores, retail shops, 

financial institutions, service establishments, and restaurants.  The City’s General 

Plan calls for commercial uses in the Light Commercial designation to be compatible 

with the surrounding area and nearby residential uses.   

 

The C-1 (Neighborhood Commercial) zoning designation is intended to provide for 

business at the neighborhood level in small scale convenience shopping facilities. 

The shopping facilities are encouraged to be integrated into the surrounding area to 

maintain the image of the neighborhood and to ensure operational compatibility.  

Commercial zones that are directly adjacent to and/or abutting sensitive uses such 

as single-family residential homes, are typically zoned C-1, which is the least 

intensive commercial zoning designation in the City.  The City also includes C-2 

(Community Commercial) and C-3 (Heavy Commercial) zoning designations which 

allow more intensive uses such as, but not limited to, auto repair (with paint and 

body work), pool halls, bars, smoking lounges, automatic car washes, car sales lots.   

 

The proposed C-1 zoning designation is consistent with the existing zoning patterns 

in the surrounding area, which includes other C-1 zoned properties, and various 

multi-tenant commercial retail shopping centers.  

 

Parking and Trip Generation: 

 

The O-P (Office Professional) zone is intended to provide for business and 

professional offices, services and associated business and retail activities, in an 

attractive environment compatible with residential areas.  Office Professional zoned 
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properties in the City typically accommodate and include general and professional 

office type businesses, with minimal retail/commercial type uses that are supportive 

of the office uses.  It should be noted, with the exception of “ambulance service” 

businesses, all uses that are allowed in the O-P zone are also allowed in the C-1 

zone.  The C-1 zone allows substantially more types of retail/commercial type uses, 

which would create more tenant flexibility for the property owner to retain current, 

and secure future, tenants.   

 

It should also be noted, when the property was originally approved by the City in 

1985, the site was zoned C-1 (Neighborhood Commercial) and the development 

was designed with sufficient parking to accommodate commercial retail uses.  The 

parking requirement for standard retail uses is one (1) parking space per 200 

square feet of gross floor area.  The existing building has a gross floor area of 

12,080 square feet.  Applying the parking ratio for standard retail uses, the site was 

originally required to provide a minimum of 61 parking spaces.  The site provides a 

total of 64 parking spaces on-site, for a surplus of three (3) parking spaces.  While 

the mix of uses has changed over the years, including after the property was 

rezoned from C-1 (Neighborhood Commercial) to O-P (Office Professional) in 1998, 

the existing building and number of parking spaces have remained the same.  

 

RK Engineering Group, Inc., a professional consulting firm, who specializes in traffic 

engineering services, prepared a trip generation memorandum to evaluate potential 

impacts of changes in trip generation from the site, as a result of rezoning the 

property from O-P (Office Professional) to C-1 (Neighborhood Commercial).  Trip 

generation represents the expected number of vehicle trips originating in, or 

destined for, a particular traffic analysis zone.  The analysis of the memo focused on 

potential impacts and changes from any increase in the site’s trip generation during 

AM and PM peak hours.  RK Engineering concluded in their analysis that under the 

proposed C-1 (Neighborhood Commercial) zoning, the expected trip generation 

forecasts to result in a minimal increase in trips with no significant traffic impact on 

the surrounding traffic circulation system.  A copy of the trip generation memo has 

been attached to this staff report for reference.  Staff, along with the City’s Traffic 

Engineer, have reviewed the trip generation memo and concur with the findings. 

 

Today, of the eight (8) tenant spaces available in the center, six (6) tenant spaces 

are currently occupied, comprising of five (5) general offices and one (1) 

barber/beauty shop.  Two (2) of the eight tenant spaces are vacant.  For purposes 

of calculating the required parking for the center under full occupancy, the parking 

discussions in the attached memo assumes the two (2) vacant tenant spaces to be 

occupied by a fast-food restaurant (with limited seating and no drive-thru) and a 

typical retail store – both of which are standard retail uses that require one (1) 

parking space per 200 square feet of gross floor area.  Under full occupancy 

conditions, in this scenario, the parking calculations result in a total of 57 parking 

spaces required (minimum) for the site.  The site provides a total of 64 parking 

spaces on-site, for a surplus of seven (7) parking spaces.  
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As new uses (business types) are proposed in the future, parking adequacy and 

potential traffic impacts will continuously be re-evaluated by City Staff, at the time 

of a respective request, to: (i) ensure there is sufficient parking available to 

accommodate the mix of the uses in the center; and (ii) ensure any required traffic 

analysis is conducted that may require a traffic study, traffic mitigation, and/or 

applicable traffic mitigation fees.   

 

RECOMMENDATION: 

 

Staff recommends that the Planning Commission hold a public hearing and take the 

following action: 

 

1. Adopt Resolution No. 5998-20 recommending that the Garden Grove City 

Council adopt an ordinance approving Amendment No. A-029-2020 to rezone a 

property located at 8932 Katella Avenue (Assessor’s Parcel No. 132-041-21) 

from O-P (Office Professional) to C-1 (Neighborhood Commercial). 

 

 

 

Lee Marino 

Planning Services Manager 

 

 

 

By:  Chris Chung        

Urban Planner  

   

Attachment 1:  RK Engineering Trip Generation Memo 

Attachment 2: Exhibit for Amendment to City of Garden Grove Zoning Map 
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May 5, 2020 

 

Mr. Gilles Sensenbrenner 

C/O Mr. David N. Alagband 

DNA REALTY GROUP 

4701 Von Karman Avenue, Suite 100  

Newport Beach, CA 92660 

 

Subject: 8932 Katella Avenue Trip Generation Memorandum, City of Garden 

Grove 

Dear Mr. Alagband: 

Introduction 

RK ENGINEERING GROUP, INC. (RK) is pleased to provide this trip generation memorandum 

for the 8932 Katella Avenue Mixed-Use Project in the City of Garden Grove. 

The project site currently is zoned Office Professional (OP) and contains approximately 

12,080 square feet of barber/beauty shop and general office uses.  The site currently 

contains a total of 64 parking spaces.  The site currently contains a total of eight suites.  

Two of the eight suites are currently vacant.  

Representatives of the project would like to change the zoning designation from OP to 

Neighborhood Commercial Zone (C-1). 

RK has prepared an analysis and evaluation to determine the potential change in trip 

generation for the site assuming change of zoning from OP to C-1.  Based on discussions 

with and direction from City staff, the analysis evaluates the net change in the site’s overall 

trip generation between the following two conditions: 

 Existing site and uses (including two currently vacant suites) under current zoning; 

and 

ATTACHMENT 2
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 Existing site and uses with the vacant suites being occupied by a probable and likely 

use that could occupy the site under the proposed zoning. 

Exhibit A shows the site location.  Exhibit B shows the site plan. 

Permitted Uses 

Table 1 shows the uses permitted under both OP and C-1 zoning per the City of Garden 

Grove Municipal Code Section 9.16.020.030. 

Existing Uses and OP Zoning 

As previously noted, the site currently contains a total of eight suites with a total square 

footage of 12,080 square feet.  Two of the eight suites are currently vacant.  

Table 2 shows the existing land uses and suites for the project site. 

Table 3 shows the Institute of Transportation Engineers (ITE) trip generation rates for each 

suite for existing conditions under OP zoning. 

Utilizing the trip generation rates shown in Table 3, Table 4 shows the trip generation of 

the existing site under existing OP zoning. 

As shown in Table 4, based on ITE trip generation rates, the existing site generates 

approximately 102 daily trips which include approximately 11 AM peak hour trips and 

approximately 12 PM peak hour trips. 

Table 5 shows the required parking per the City’s Municipal Code for the existing uses 

under OP zoning. 

As shown in Table 5, per the City’s Municipal Code, the existing site under OP zoning 

requires a total of 42 parking spaces.  Since the site contains a total of 64 parking spaces, 

more than adequate parking is provided to accommodate the existing uses under OP 

zoning. 
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Proposed Uses and C-1 Zoning 

As previously noted, the site currently contains a total of eight suites with a total square 

footage of 12,080 square feet.  Two of the eight suites are currently vacant.  

Table 6 shows the existing land uses occupying the site along with the land uses which are 

likely to occupy the two vacant suites under the proposed C-1 zoning. 

As shown in in Table 6, under the proposed C-1 zoning, the two vacant suites can be 

expected and likely to be occupied by a fast-food type land use and retail. 

Table 7 shows the Institute of Transportation Engineers (ITE) trip generation rates for each 

suite for the site, including the potential fast food and retail use for the two vacant suites 

under C-1 zoning. 

Utilizing the trip generation rates shown in Table 7, Table 8 shows the trip generation of 

the site under the proposed C-1 zoning assuming full occupancy of the site and the vacant 

suites. 

As shown in Table 8, under full occupancy conditions and proposed C-1 zoning, the site 

can be expected to generate approximately 501 daily trips which include approximately 38 

AM peak hour trips and approximately 45 PM peak hour trips. 

Table 9 shows the required parking per the City’s Municipal Code, under full occupancy 

conditions and proposed C-1 zoning. 

As shown in Table 9, per the City’s Municipal Code, under full occupancy conditions and 

proposed C-1 zoning, the site requires a total of 57 parking spaces.  Since the site contains 

a total of 64 parking spaces, more than adequate parking is provided to accommodate the 

uses under full occupancy conditions and proposed C-1 zoning. 

Trip Generation Comparison Under OP & C-1 Zoning 

Table 10 shows a comparison of the net trip generation difference between the existing 

site under OP zoning and the proposed C-1 zoning. 

Page 86 of 299 



DNA REALTY GROUP 

RK 15622.1 

Page 4 

 

  

 

As shown in Table 10, when compared to the existing land uses under OP zoning, the 

expected land uses under the proposed C-1 zoning are forecast to result in a net increase 

of the site’s trip generation by approximately 399 daily which include approximately 27 AM 

peak hour trips and approximately 33 PM peak hour trips. 

Based on industry standards, typically, a full traffic analysis is required when a proposed 

project generates 50 or more net peak hour trips since projects generating less than 50 

peak hour trips can be considered to not result in significant traffic impacts. 

Hence, since the expected land uses for the project site under the proposed C-1 zoning are 

forecast to result in nominal increase in trips, the proposed zone change is forecast to not 

result in a significant traffic impact on the surrounding circulation system.  It should be 

noted, once the project trips are distributed and disbursed throughout the roadway 

network and circulation system, the project’s trip contribution to any major intersection is 

expected to be even less.   

Vehicle Miles Traveled (VMT) Analysis 

Effective July 1, 2020, the longstanding metric of roadway level of service (LOS), which is 

typically measured in terms of auto delay or volume-to-capacity, will no longer be 

considered a significant impact under the California Environmental Quality Act (CEQA).  

Pursuant to the 2020 CEQA Guidelines, Section 15064.3, “Generally, vehicle miles traveled 

is the most appropriate measure of transportation impacts. Other relevant considerations 

may include the effects of the project on transit and non-motorized travel.” 

For land use projects, the CEQA guidelines provides the following criteria for analyzing 

Transportation Impacts and VMT: 

 Vehicle miles traveled exceeding an applicable threshold of significance may indicate 

a significant impact. 

 Generally, projects within one-half mile of either an existing major transit stop or a 

stop along an existing high quality transit corridor should be presumed to cause a 

less than significant transportation impact. 
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 Projects that decrease vehicle miles traveled in the project area compared to existing 

conditions should be presumed to have a less than significant transportation 

impact. 

The Office of Planning & Research (OPR) has provided guidance regarding the 

recommended threshold for conducting VMT analysis for retail projects.  OPR has noted 

that because local-serving retail development tends to shorten trips and reduce VMT 

(which is the desired intent of VMT standards under CEQA), local agencies generally may 

presume such development creates a less-than-significant transportation impact.   

OPR also noted that regional-serving retail development, on the other hand, may tend to 

have a significant impact by leading to the substitution of longer trips for shorter ones.   

OPR notes that generally “retail development including stores larger than 50,000 square 

feet might be considered regional serving” for which lead agencies should undertake a 

VMT analysis.  

As the site, to which the subject zoning change relates, is a total of 12,080 square feet in 

size and does not reach anywhere close to 50,000 square feet, the site which is a local-

serving retail development is deemed “screened out” and does not require a full-blown 

VMT analysis. 
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Conclusions 

When compared to the existing uses under OP zoning, the expected land uses under the 

proposed C-1 zoning are forecast to result in a net increase of the site’s trip generation by 

approximately 399 daily which include approximately 27 AM peak hour trips and 

approximately 33 PM peak hour trips. 

Per the City’s Municipal Code, the existing site under OP zoning requires a total of 42 

parking spaces.  Since the site contains a total of 64 parking spaces, more than adequate 

parking is provided to accommodate the existing uses under OP zoning. 

Per the City’s Municipal Code, under full occupancy conditions and proposed C-1 zoning, 

the site requires a total of 57 parking spaces.  Since the site contains a total of 64 parking 

spaces, more than adequate parking is provided to accommodate the uses under full 

occupancy conditions and proposed C-1 zoning. 

Based on industry standards, typically, a full traffic analysis is required when a proposed 

project generates 50 or more net peak hour trips since projects generating less than 50 

peak hour trips can be considered to not result in significant traffic impacts. 

Hence, since the expected land uses for the project site under the proposed C-1 zoning are 

forecast to result in nominal increase in trips, the proposed zone change is forecast to not 

result in a significant traffic impact on the surrounding circulation system.  It should be 

noted, once the project trips are distributed and disbursed throughout the roadway 

network and circulation system, the project’s trip contribution to any major intersection is 

expected to be even less.   

VMT Analysis 

Effective July 1, 2020, the longstanding metric of roadway level of service (LOS), which is 

typically measured in terms of auto delay or volume-to-capacity, will no longer be 

considered a significant impact under the California Environmental Quality Act (CEQA).  

The Office of Planning & Research (OPR) has provided guidance regarding the 

recommended threshold for conducting VMT analysis for retail projects.  OPR has noted 

that because local-serving retail development tends to shorten trips and reduce VMT 
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(which is the desired intent of VMT standards under CEQA), local agencies generally may 

presume such development creates a less-than-significant transportation impact.   

OPR also noted that regional-serving retail development, on the other hand, may tend to 

have a significant impact by leading to the substitution of longer trips for shorter ones.   

OPR notes that generally “retail development including stores larger than 50,000 square 

feet might be considered regional serving” for which lead agencies should undertake a 

VMT analysis.  

As the site, to which the subject zoning change relates, is a total of 12,080 square feet in 

size and does not reach anywhere close to 50,000 square feet, the site which is a local-

serving retail development is deemed “screened out” and does not require a full-blown 

VMT analysis. 

If you have any questions regarding this study, please call us at (949) 474-0809. 

 

Sincerely, 

RK ENGINEERING GROUP, INC.  

 

 

Alex Tabrizi, PE, TE       

Associate Principal        

 

Attachments 

rk15622.1 

JN:2862-2019-01
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Zone Zone

O-P C-1

1 Child Day Care Center C

2 Community Care Facility, Residential (7 Persons or More) C C

3 Intermediate Care Facility C C

4 Residential Care Facility for the Elderly (RCFE) (7 persons or more) C C

5 Skilled Nursing Facility C C

6 Administration/Business P P

7 Banks/Financial Institution P P

8 Medical, Dental and Related Health Service Support Facilities P P

9 Prescription Pharmacy P P

10 Professional and Clerical P P

11 Public Utility (Commercial) P P

12 Art, Music and Dance P P

13 Arts and Crafts P* P*

14 Photography P P

15 Portrait P P

16 Radio/TV C C

17 Recording C C

18 Athletic and Health Clubs, Gyms C

19 Barber/Beauty Shop P P

20 Dry Cleaning - Retail Only P

21 Laundromat (Coin-op) P

22 Physical Therapy (Medical Use) P P

23 Shoe Repair P

24 Tailor/Dressmaking P

25 Tanning Parlor P

26 Tattoo, Facial I I

27 Extended-Stay Business Hotel C*

28 Hotel, Motel C*

29 Recreation Vehicle Park C

30 Ticket Agency P

Table 1

O-P & C-1 Zoning Permitted Uses

# Use

Source: City of Garden Grove Municipal Code Section 9.16.020.030

ITE = Institute of Transportation Engineers Trip General Manual, 10th Edition

P = Automatically permitted use

I = Incidental Use.  Use permitted only if incidental to another primary use on the same site.  If incidental 
to a use authorized by a conditional use permit, such incidental use or permitted only if within the terms 
of the conditional use permit.
C = Conditional Use.  Use eligible for consideration under the conditional use procedures and permitted 
only if conditional use permit is approved, subject to the specific conditions of such permit.

* = Use shall be subject to special conditions or specific restrictions per the Municipal Code.

j:\rktables\RK15622.1TB
JN:2862-2019-01
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Zone Zone

O-P C-1

Table 1

O-P & C-1 Zoning Permitted Uses

# Use

31 Travel Agency P

32 Cybercafés C*

33 Golf Courses (Regulation) C*

34 Golf Driving Ranges C*

35 Incidental Amusement Devices I*

36 Movie Theaters C

37 Private Clubs and Lodges C

38 Tennis, Swimming Clubs C

39 Antique Shop P

40 Apparel: Clothing, Shoes and Accessories P

41 Books, Magazines, Newsstand (in building) I P

42 Department Stores P

43 Drug Stores P P

44 Florists I P

45 Furniture, Carpets, Household Appliances P

46 Gifts and Souvenirs I P

47 Hardware, Paint P

48 Hobby Shop P

49 Indoor Multi-Tenant Retail Shopping Center C*

50 Jewelry, Cameras and Supplies, Luggage P

51 Non-vehicular Vending, Long term C

52 Nurseries P

53 Pets and Pet Supplies P*

54 Stationery and Office Supplies - No Furniture P P

55 Toys P

56 Variety, Dry Goods Stores P

57 Candy, Confectionery P

58 Convenience, Grocery P

59 Delicatessen P

60 Eating Establishment/Restaurant With Alcoholic Beverage Sales C*

* = Use shall be subject to special conditions or specific restrictions per the Municipal Code.

Source: City of Garden Grove Municipal Code Section 9.16.020.030

ITE = Institute of Transportation Engineers Trip General Manual, 10th Edition

P = Automatically permitted use

I = Incidental Use.  Use permitted only if incidental to another primary use on the same site.  If incidental 
to a use authorized by a conditional use permit, such incidental use or permitted only if within the terms 
of the conditional use permit.
C = Conditional Use.  Use eligible for consideration under the conditional use procedures and permitted 
only if conditional use permit is approved, subject to the specific conditions of such permit.
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Zone Zone

O-P C-1

Table 1

O-P & C-1 Zoning Permitted Uses

# Use

61 Eating Establishment/Restaurant No Alcoholic Beverage Sales P

62 Eating Establishment/Restaurant With Entertainment C*

63 Eating Establishment/Restaurants with Outdoor Seating P

64 Food Catering I

65 Ice Cream, Bakery (retail only) P

66 Liquor Store C*

67 Meat Market P

68 Mini-Market with Gas C*

69 Supermarket C*

70 Auto Parts, Accessories No Installations P

71 Bicycle Repair P

72 Bicycle Sales/Rental P

73 Minor Auto Maintenance C

74 Self-Service or Coin-Operated Car Wash C*

75 Service Stations (new and conversion of existing) C*

76 Tire Sales and Service C

77 Truck, Trailer Rental I*

78 Ambulance Service C*

79 Day Care Facility, Adult C

80 Graphic Arts/Photocopying P P

81 Parking Facilities (For Fee) C C

82 Pet Grooming P*

83 Small Animal Hospital/Veterinary C*

84 Church and Other Religious Centers C

85 Commercial Radio/TV Towers C* C*

86 Hospital, Medical or Psychiatric C C

87 Public Buildings (Civic Center, Library, County, State or Federal) C C

88 Public Safety Facilities (Fire, Police) C C

89 Public Utility Stations and Equipment Buildings C C

90 Trade, Business School C

* = Use shall be subject to special conditions or specific restrictions per the Municipal Code.

Source: City of Garden Grove Municipal Code Section 9.16.020.030

ITE = Institute of Transportation Engineers Trip General Manual, 10th Edition

P = Automatically permitted use

I = Incidental Use.  Use permitted only if incidental to another primary use on the same site.  If incidental 
to a use authorized by a conditional use permit, such incidental use or permitted only if within the terms 
of the conditional use permit.
C = Conditional Use.  Use eligible for consideration under the conditional use procedures and permitted 
only if conditional use permit is approved, subject to the specific conditions of such permit.
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1 101 1,040 8.61% Hair Addicts Salon Hair Salon

2 102 1,040 8.61% Insurance Office

3 103 1,040 8.61% PsychHealing Office

4 104 1,040 8.61% Priority Mortgage Office

5 105 1,040 8.61% Vacant Vacant

6 106 1,040 8.61% Vacant Vacant

7 107 840 6.95% Cornell Design Office

8 108-203 5,000 41.39% California Safety Agency Office

12,080 100.00%

SF = Square Feet

Table 2

Existing Uses (O-P Zoning)

Total

Percent 
Of Site

Suite Tenant
Existing Land Use 

Type
Size 
(SF)

#

j:\rktables\RK15622.1TB
JN:2862-2019-01
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In Out Total In Out Total

1 101 Hair Salon* 918 TSF 0.61 0.61 1.21 0.25 1.20 1.45 14.50

2 102 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

3 103 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

4 104 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

5 105 Office 710 TSF N/A N/A N/A N/A N/A N/A N/A

6 106 Office 710 TSF N/A N/A N/A N/A N/A N/A N/A

7 107 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

8 108-203 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

N/A = not applicable.  Suite is currently vacant under existing conditions.

* = ITE does not have AM peak hour inbound and outbound splits for this land use or daily rates.  This analysis assumes a 50/50 split for inbound and outbound.  Daily 
trip generation is derived by multiplying the PM rate by a factor of 10.

Source: Institute of Transportation Engineers (ITE) Trip Generation Manual 10th edition, 2017

TSF = Thousand Square Feet

Table 3

ITE Trip Generation Rates for Existing Uses (O-P Zoning)

PM Peak
DailyLand Use Type ITE Code Units#

AM Peak
Suite

j:\rktables\RK15622.1TB
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In Out Total In Out Total

1 101 Hair Salon 1.04 TSF 918 1 1 1 1 1 2 15

2 102 Office 1.04 TSF 710 1 0 1 0 1 1 10

3 103 Office 1.04 TSF 710 1 0 1 0 1 1 10

4 104 Office 1.04 TSF 710 1 0 1 0 1 1 10

5 105 Office 1.04 TSF 710 N/A N/A N/A N/A N/A N/A N/A

6 106 Office 1.04 TSF 710 N/A N/A N/A N/A N/A N/A N/A

7 107 Office 0.84 TSF 710 1 0 1 0 1 1 8

8 108-203 Office 5.00 TSF 710 5 1 6 1 5 6 49

12.08 10 2 11 2 10 12 102

N/A = not applicable.  Suite is currently vacant under existing conditions.

Source: Institute of Transportation Engineers (ITE) Trip Generation Manual 10th edition, 2017

TSF = Thousand Square Feet

Size Units

Total

Table 4

ITE Trip Generation for Existing Land Uses (O-P Zoning)

# Suite Land Use Type ITE Code
AM Peak PM Peak

Daily
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1 101 Hair Salon / Retail 1,040 SF 1 space per 200 square feet of gross floor area 5.2

2 102 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

3 103 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

4 104 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

5 105 Vacant 1,040 SF N/A N/A

6 106 Vacant 1,040 SF N/A N/A

7 107 Office 840 SF 1 space per 250 square feet of gross floor area 3.4

8 108-203 Office 5,000 SF 1 space per 250 square feet of gross floor area 20.0

12,080 SF 41.2

42.0

64.0

22.0

YES

N/A = not applicable.  Suite is currently vacant under existing conditions.

Parking Spaces 
Required

Table 5

City of Garden Grove Municipal Code Parking Required for Existing Uses (O-P Zoning)

# Suite Land Use Type Size Units Code Required Parking

Total

SF = Square Feet

Rounded Up

Spaces Provided

Parking Surplus/Deficiency (Spaces)

Adequate Parking Provided?
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1 101 1,040 8.61% Hair Addicts Salon Hair Salon

2 102 1,040 8.61% Insurance Office

3 103 1,040 8.61% PsychHealing Office

4 104 1,040 8.61% Priority Mortgage Office

5 105 1,040 8.61% Vacant Fast Food Restaurant Without Drive Through *

6 106 1,040 8.61% Vacant Retail *

7 107 840 6.95% Cornell Design Office

8 108-203 5,000 41.39% California Safety Agency Office

12,080 100.00%

SF = Square Feet

Total

Table 6

Expected Potential Uses Under Proposed C-1 Zoning

# Suite
Size 
(SF)

Percent 
Of Site

Tenant Land Use Type
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In Out Total In Out Total

1 101 Hair Salon 918 TSF 0.61 0.61 1.21 0.25 1.20 1.45 14.50

2 102 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

3 103 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

4 104 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

5 105 Fast Food Restaurant Without Drive Through 933 TSF 15.06 10.04 25.10 14.17 14.17 28.34 346.23

6 106 Retail 820 TSF 0.58 0.36 0.94 1.83 1.98 3.81 37.75

7 107 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74

8 108-203 Office 710 TSF 1.00 0.16 1.16 0.18 0.97 1.15 9.74
Source: Institute of Transportation Engineers (ITE) Trip Generation Manual 10th edition, 2017

TSF = Thousand Square Feet

* = ITE does not have AM peak hour inbound and outbound splits for this land use or daily rates.  This analysis assumes a 50/50 split for inbound and outbound.  Daily trip generation 
is derived by multiplying the PM rate by a factor of 10.

Table 7

ITE Trip Generation Rates for Expected Potential Land Uses Under Proposed C-1 Zoning

# Suite Land Use Type ITE Code Units
AM Peak PM Peak

Daily
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In Out Total In Out Total

1 101 Hair Salon 1.04 TSF 918 1 1 1 1 1 2 15

2 102 Office 1.04 TSF 710 1 0 1 0 1 1 10

3 103 Office 1.04 TSF 710 1 0 1 0 1 1 10

4 104 Office 1.04 TSF 710 1 0 1 0 1 1 10

5 105 Fast Food Restaurant Without Drive Through 1.04 TSF 710 16 10 26 15 15 29 360

6 106 Retail 1.04 TSF 710 1 0 1 2 2 4 39

7 107 Office 0.84 TSF 710 1 0 1 0 1 1 8

8 108-203 Office 5.00 TSF 710 5 1 6 1 5 6 49

12.08 27 12 38 19 27 45 501

Daily

Total

Source: Institute of Transportation Engineers (ITE) Trip Generation Manual 10th edition, 2017

TSF = Thousand Square Feet

Table 8

ITE Trip Generation for Expected Potential Land Uses Under Proposed C-1 Zoning

# Suite Land Use Type Size Units ITE Code
AM Peak PM Peak
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1 101 Hair Salon / Retail 1,040 SF 1 space per 200 square feet of gross floor area 5.2

2 102 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

3 103 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

4 104 Office 1,040 SF 1 space per 250 square feet of gross floor area 4.2

5 105 Fast Food Restaurant Without Drive Through 1,040 SF 1 space per 100 square feet of gross floor area, with a minimum of 10 spaces 10.4

6 106 Retail 1,040 SF 1 space per 200 square feet of gross floor area 5.2

7 107 Office 840 SF 1 space per 250 square feet of gross floor area 3.4

8 108-203 Office 5,000 SF 1 space per 250 square feet of gross floor area 20.0

12,080 SF 56.8

57.0

64.0

7.0

YES
SF = Square Feet

Table 9

City of Garden Grove Municipal Code Parking Required Under Proposed C-1 Zoning

# Suite Land Use Type Size Units Code Required Parking
Parking Spaces 

Required

Total

Rounded Up

Spaces Provided

Parking Surplus/Deficiency (Spaces)

Adequate Parking Provided?
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In Out Total In Out Total

1 Expected Potential Under Proposed C-1 Zoning 12.08 TSF 27 12 38 19 27 45 501

2 Existing Trip Generation (O-P Zoning) 12.08 TSF -10 -2 -11 -2 -10 -12 -102

17 10 27 17 17 33 399
Source: Institute of Transportation Engineers (ITE) Trip Generation Manual 10th edition, 2017

TSF = Thousand Square Feet

Project Site Land Uses

Net Difference

Table 10

Net Trip Generation Comparison Between Existing Uses Under O-P Zoning and Expected Potential Land Uses Under C-1 Zoning

# Size Units
AM Peak PM Peak

Daily
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AMENDMENT NO. A-029-2020
8932 KATELLA AVE
APN: 132-041-21

Proposed Rezone from O-P to C-1

N

County of
Orange

PROPERTY TO BE REZONED 
FROM O-P TO C-1

SITE TO BE REZONED FROM O-P (OFFICE PROFESSIONAL) TO C-1 (NEIGHBORHOOD COMMERCIAL) 

CITY OF STANTON

GARDEN GROVE CITY BOUNDARY

GARDEN GROVE
CITY BOUNDARY

County of
Orange

Stanton

County of
Orange

City of
Garden Grove

COUNTY OF ORANGE UNINCORPORATED LAND

ATTACHMENT 3 
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 RESOLUTION NO. 5998-20 

 

A RESOLUTION OF THE PLANNING COMMISSION OF THE CITY OF GARDEN GROVE 

RECOMMENDING THAT THE CITY COUNCIL ADOPT AN ORDINANCE APPROVING 

AMENDMENT NO. A-029-2020 TO REZONE A PROPERTY LOCATED AT 8932 

KATELLA AVENUE, ASSESSOR’S PARCEL NO. 132-041-21, FROM O-P (OFFICE 

PROFESSIONAL) TO C-1 (NEIGHBORHOOD COMMERCIAL).     

 

BE IT RESOLVED that the Planning Commission of the City of Garden Grove, in 

regular session assembled on August 20, 2020, does hereby recommend adoption 

of an ordinance approving Amendment No. A-029-2020 to rezone a property 

located at 8932 Katella Avenue (Assessor’s Parcel No. 132-041-21) from O-P (Office 

Professional) to C-1 (Neighborhood Commercial). 

 

BE IT FURTHER RESOLVED in the matter of Amendment No. A-029-2020, the 

Planning Commission of the City of Garden Grove does hereby report as follows: 

 

1. The subject case was initiated by David N. Alagband, with authorization from 

the property owner, Gilles Sensenbrenner. 

  

2. A request to rezone a property located at 8932 Katella Avenue (Assessor’s 

Parcel No. 132-041-21) from O-P (Office Professional) to C-1 (Neighborhood 

Commercial).   

 

3. The subject site has a General Plan Land Use Designation of Light Commercial 

and is currently zoned O-P (Office Professional).  

 

4. The Planning Commission hereby determines that this project is exempt 

pursuant to Article 19, Section 15301, Existing Facilities, of the California 

Environmental Quality Act. 

 

5. Existing land use, zoning, and General Plan Land Use designation of the areas 

included in this Code Amendment and in their vicinity have been reviewed.  

 

6. Report submitted by City staff was reviewed. 

 

7. Pursuant to a legal notice, a public hearing was held on August 20, 2020, and 

all interested persons were given an opportunity to be heard. 

 

8. The Planning Commission gave due and careful consideration to the matter 

during its meeting of August 20, 2020, and considered all oral and written 

testimony presented regarding the project; and 

 

BE IT FURTHER RESOLVED, FOUND AND DETERMINED that the facts and reasons 

supporting the conclusion of the Planning Commission, as required under Municipal 

Code Section 9.32.030, are as follows: 

 

ATTACHMENT 4
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Resolution No. 5998-20 Page 2 

 

FACTS: 

 

The subject site is improved with an existing multi-tenant center, located on the 

south side of Katella Avenue, west of Magnolia Street.  The center is comprised of 

eight (8) tenant spaces of approximately 12,080 square feet of commercial/office 

space.  The center includes a “barber/beauty shop” use and five (5) general office 

uses.  Two (2) of the eight (8) suites are vacant.   

 

The subject property is zoned O-P (Office Professional) with a General Plan Land 

Use Designation of Light Commercial.  The property is adjacent to C-1 

(Neighborhood Commercial) zoned properties to the east developed with 

commercial retail uses, PUD-109-96 (Residential Planned Unit Development) zoned 

properties to the south developed with small-lot subdivision single-family dwellings, 

and an O-P (Office Professional) zoned property to the west developed with a 

residential care facility.  Across Magnolia Street, to the east, is a C-1 zoned 

property developed with a multi-tenant commercial retail shopping center.  An 

additional multi-tenant commercial retail shopping center is located at the northeast 

corner of Katella Avenue and Magnolia Street, located within unincorporated land of 

the County of Orange.  Across Katella Avenue, to the north of the subject property, 

are multiple properties located within the jurisdictional boundaries of the City of 

Stanton and unincorporated land of the County of Orange developed with 

commercial retail uses, an apartment complex, and a gas station.   

 

Pursuant to a request filed by the previous property owner, in 1998, the City of 

Garden Grove approved Amendment No. A-190-98, which rezoned the subject 

property from C-1 (Neighborhood Commercial) to O-P (Office Professional), and 

also approved Amendment No. A-191-98, which amended Title 9 of the Municipal 

Code to allow “ambulance service” uses in the O-P zone, subject to approval of a 

Conditional Use Permit.  Concurrently, the City also approved Conditional Use 

Permit No. CUP-427-98 to allow the operation of an ambulance service business on 

the subject property.  According to business license records, the ambulance service 

business closed its operation in 2004.   

 

FINDINGS AND REASONS: 

 

1. The proposed zone change Amendment is internally consistent with the goals, 

policies, and elements of the General Plan.  The subject site has a General Plan 

Land Use Designation of Light Commercial (LC).  The LC Land Use Designation 

includes a variety of retail service establishments, including restaurants, and is 

implemented through both the C-1 (Neighborhood Commercial) and C-2 

(Community Commercial) zoning districts.  Accordingly, rezoning the subject site 

from O-P (Office Professional) to C-1 would be consistent with the Light 

Commercial General Plan Land Use Designation and the associated goals and 

policies of the General Plan.  
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Resolution No. 5998-20 Page 3 

 

2. The proposed zone change Amendment, rezoning the subject property from O-P 

(Office Professional) to C-1 (Neighborhood Commercial), will ensure a degree of 

compatibility with surrounding properties and land uses.  The proposed C-1 

zoning designation is consistent with the existing zoning patterns in the 

surrounding area, which includes other C-1 zoned properties and various 

multi-tenant commercial retail shopping centers.  Analysis and findings of a trip 

generation memo, prepared by a professional consulting firm, RK Engineering 

Group, Inc., who specializes in traffic engineering, concluded that under the 

proposed C-1 (Neighborhood Commercial) zoning, the expected trip generation 

forecasts to result in minimal increase in trips with no significant traffic impact 

on the surrounding traffic circulation system.  The subject property has sufficient 

land and parking area for the uses permitted under the C-1 zone, and the 

application of the appropriate Title 9 provisions for site landscaping, parking, 

vehicular and pedestrian access, noise, and other requirements applicable to 

those uses permitted in the C-1 zone will ensure that the proposed rezone will 

have a reasonable degree of compatibility with surrounding uses and will not 

adversely affect the public health, safety, and welfare.   

 

INCORPORATION OF FACTS AND FINDINGS SET FORTH IN STAFF REPORT 

 

In addition to the foregoing, the Planning Commission incorporates herein by this 

reference, the facts and findings set forth in the staff report. 

 

BE IT FURTHER RESOLVED that the Planning Commission does conclude: 

 

1. The zone change Amendment possesses characteristics that would indicate 

justification of the request in accordance with Municipal Code Section 

9.32.030.D.2 (Zone Change).  The proposed zone change Amendment will 

rezone a property located at 8932 Katella Avenue (Assessor’s Parcel 

No. 132-041-21) from O-P (Office Professional) to C-1 (Neighborhood 

Commercial). 

 

Adopted this 20th day of August 2020 

 

 

ATTEST:   /s/   JEREMY LEHMAN      __________ 

           CHAIR 

/s/   JUDITH MOORE_____________ 

       RECORDING SECRETARY 

 

STATE OF CALIFORNIA ) 

COUNTY OF ORANGE ) SS: 

CITY OF GARDEN GROVE  ) 
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Resolution No. 5998-20 Page 4 

 

 I, JUDITH MOORE, Secretary of the City of Garden Grove Planning 

Commission, do hereby certify that the foregoing Resolution was duly adopted by 

the Planning Commission of the City of Garden Grove, California, at a meeting held 

on August 20, 2020, by the following vote: 

 

AYES:  COMMISSIONERS: (5) LE, LEHMAN, LINDSAY, PEREZ, SOEFFNER 

NOES:  COMMISSIONERS: (0) NONE 

ABSENT:  COMMISSIONERS: (1) RAMIREZ 

 

 

 

   /s/   JUDITH MOORE ___________ 

          RECORDING SECRETARY 

 

PLEASE NOTE:  Any request for court review of this decision must be filed within 90 

days of the date this decision was final (See Code of Civil Procedure Section 

1094.6). 

 

A decision becomes final if it is not timely appealed to the City Council.  Appeal 

deadline is September 10, 2020. 

 

 

Page 110 of 299 



MINUTE EXCERPT 

 

GARDEN GROVE PLANNING COMMISSION 
 

 

PUBLIC HEARING – AMENDMENT NO. A-029-2020, FOR PROPERTY LOCATED ON 

THE SOUTH SIDE OF KATELLA AVENUE, WEST OF MAGNOLIA STREET AT 8932 

KATELLA AVENUE. 

 

Applicant: DAVID N. ALAGBAND 

Date:   August 20, 2020 

 

Request:  Zone Change approval to rezone a property located at 8932 Katella 

Avenue (Assessor’s Parcel Number 132-041-21) from O-P (Office 

Professional) to C-1 (Neighborhood Commercial). The site is in the O-P 

(Office Professional) zone. In conjunction with the request, the 

Planning Commission will also consider a determination that the 

project is categorically exempt from the California Environmental 

Quality Act (CEQA) pursuant to Section 15301 – Existing Facilities. 

 

Action: Resolution No. 5998-20 was approved. One letter of 

concern was submitted by Rosa Aguilar regarding the 

type of commercial businesses allowed that could create 

less than favorable conditions and de-value properties. 

 

Motion: Lindsay  Second: Le 

 

 Ayes: (5) Le, Lehman, Lindsay, Perez, Soeffner 

  Noes:  (0) None 

  Absent: (1) Ramirez 
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ORDINANCE NO.  
 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF GARDEN GROVE 
APPROVING AMENDMENT NO. A-029-2020 TO AMEND THE CITY’S OFFICIAL 

ZONING MAP TO CHANGE THE ZONING OF THE PROPERTY, LOCATED AT 8932 
KATELLA AVENUE (ASSESSOR’S PARCEL NO. 132-041-21), FROM O-P (OFFICE 

PROFESSIONAL) TO C-1 (NEIGHBORHOOD COMMERCIAL).  

 
CITY ATTORNEY SUMMARY 

This Ordinance approves an amendment to the City’s Official Zoning Map to 
change the zoning of the Property, located at 8932 Katella Avenue 
(Assessor’s Parcel No. 132-041-21), from O-P (Office Professional) to C-1 

(Neighborhood Commercial). 
 

 THE CITY COUNCIL OF THE CITY OF GARDEN GROVE FINDS AND 
DETERMINES AS FOLLOWS: 
 

 WHEREAS, David N. Alagband, the applicant, with the authorization of the 
property owner, Gilles Sensenbrenner, submitted a request to rezone a property 

located at 8932 Katella Avenue (Assessor’s Parcel No. 132-041-21) from O-P (Office 
Professional) to C-1 (Neighborhood Commercial);   

 
 WHEREAS, proposed Amendment No. A-029-2020 would amend the City 

of Garden Grove Zoning Map to change the zoning of the Property, located at 8932 

Katella Avenue (Assessor’s Parcel No. 132-041-21), from O-P (Office Professional) to 
C-1 (Neighborhood Commercial);  

 
 WHEREAS, pursuant to the California Environmental Quality Act (CEQA), Public 
Resources Code Section 21000 et. seq., and the CEQA guidelines, 14 California Code 

of Regulations Sec. 15000 et. seq., this project is exempt pursuant to Article 19, 
Section 15301, Existing Facilities; 

 
WHEREAS, the Planning Commission, at a Public Hearing held on August 20, 

2020, adopted Resolution No. 5998-20 recommending that the City Council approve 

Amendment No. A-029-2020, contingent upon Garden Grove City Council adoption 
and effectiveness of this Ordinance approving Amendment No. A-029-2020;  

 
 WHEREAS, pursuant to a legal notice, a Public Hearing was held by the City 
Council on October 13, 2020, and all interested persons were given an opportunity 

to be heard;  
 

 WHEREAS, the City Council gave due and careful consideration to the matter 
during its meeting of October 13, 2020; and 
 

 WHEREAS, the City Council of the City of Garden Grove hereby makes the 
following findings regarding Amendment No. A-029-2020: 
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Garden Grove City Council 
Ordinance No.  

Page 2 
 

A. The proposed zone change Amendment is internally consistent with the goals, 
policies, and elements of the General Plan.  The subject site has a General Plan Land 
Use Designation of Light Commercial (LC).  The LC Land Use Designation includes a 

variety of retail service establishments, including restaurants, and is implemented 
through both the C-1 (Neighborhood Commercial) and C-2 (Community Commercial) 

zoning districts.  Accordingly, rezoning the subject site from O-P (Office Professional) 
to C-1 would be consistent with the Light Commercial General Plan Land Use 
Designation and the associated goals and policies of the General Plan. 

 
B. The proposed zone change Amendment, rezoning the subject property from 

O-P (Office Professional) to C-1 (Neighborhood Commercial), will ensure a degree of 
compatibility with surrounding properties and land uses.  The proposed C-1 zoning 
designation is consistent with the existing zoning patterns in the surrounding area, 

which includes other C-1 zoned properties and various multi-tenant commercial retail 
shopping centers.  Analysis and findings of a trip generation memo, prepared by a 

professional consulting firm, RK Engineering Group, Inc., who specializes in traffic 
engineering, concluded that under the proposed C-1 (Neighborhood Commercial) 

zoning, the expected trip generation forecasts to result in minimal increase in trips 
with no significant traffic impact on the surrounding traffic circulation system.  The 
subject property has sufficient land and parking area for the uses permitted under 

the C-1 zone, and the application of the appropriate Title 9 provisions for site 
landscaping, parking, vehicular and pedestrian access, noise, and other requirements 

applicable to those uses permitted in the C-1 zone will ensure that the proposed 
rezone will have a reasonable degree of compatibility with surrounding uses and will 
not adversely affect the public health, safety, and welfare. 

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

ORDAIN AS FOLLOWS: 
 
 Section 1. The above recitals are true and correct. 

 
Section 2. The facts and reasons stated in Planning Commission Resolution 

No. 5998-20 recommending approval of Amendment No. A-029-2020, a copy of which 
is on file in the Office of the City Clerk, are hereby incorporated herein by reference 
with the same force and effect as if set forth in full. 

 
 Section 3. Amendment No. A-029-2020 is hereby approved. 

 
 Section 4. The zoning of the Project site, located at 8932 Katella Avenue 
(Assessor’s Parcel No. 132-041-21), is re-zoned from O-P (Office Professional) to C-1 

(Neighborhood Commercial), as shown on the attached exhibit/map.  Zone Map part 
K-05 is amended accordingly.   

 
 Section 5. Severability. 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 
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Garden Grove City Council 
Ordinance No.  

Page 3 
 

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 6. 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 on the date that is thirty (30) days after adoption. 

 
 The foregoing Ordinance was passed by the City Council of the City of Garden 
Grove on the 13th day of October 2020. 
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08/18/2020 10:10:37 PM

 

Ticket #336158 printed by chrisc on 08/18/2020 10:10:37 PM Page 1

Ticket #336158
Status Open Name Rosa Aguilar

Priority Normal Email aguilar-r@sbcglobal.net
Department Planning Help Phone
Create Date 08/18/2020 01:43:11 PM Source Email
 
Assigned To Help Topic Planning

SLA Plan Planning SLA Last Response
Due Date 08/23/2020 01:43:11 PM Last Message 08/18/2020 01:43:11 PM

Amendment No.-029-2020

08/18/2020 01:43:11 PM Amendment No.-029-2020 Rosa Aguilar

In response to this notice, I would like to submit the following as my concerns with the request in change.

1. The notice does not state what type of commercial business would operate as a result of this change.
2.  This neighborhood already has several commercial buildings that operate businesses that generate
less than favorable conditions that de-value our property (excessive noise, traffic, homelessness, etc..)
3. Even if it was a favorable business initially, that business may close and the following business may not
be as favorable.
Thank you for your consideration.

Sent from AT&T Yahoo Mail on Android
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Agenda Item - 5.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Patricia Song

Dept.: City Manager Dept.: Finance 

Subject: Adoption of a
Resolution approving an
Installment Purchase
Agreement for issuance of
Water Revenue Bonds, Series
2020A, and other related
documents. (Action Item)

Date: 10/13/2020

OBJECTIVE

For the City Council to adopt a resolution approving the execution and delivery of an
Installment Purchase Agreement for the purpose of causing the issuance of Water Revenue
Bonds, Series 2020A, and approving the execution and delivery of certain documents in
connection therewith and certain other matters.

BACKGROUND

On April 30, 2010, the Garden Grove Public Financing Authority issued its Revenue
Bonds, Series 2010 (the 2010 Bonds) to finance certain water utility capital improvement
projects.  The interest rates for the 2010 Bonds range from 2.0% to 6.389%.  As of June
30, 2020, the 2010 Bonds carried a remaining principal balance of $10,630,000.

DISCUSSION

In a recent financial review with the City's Municipal Advisor, Fieldman, Rolapp &
Associates, Inc. (FRA), it was identified that the 2010 Bonds would become callable as
of December 15, 2020.  The current municipal bond market shows favorable condition to
refund the 2010 Bonds.  The financing team has estimated that the net present value
savings to refund the 2010 Bonds to be approximately $1.5 million or 14.3% of the
refunded bonds.  Consequently, it is beneficial for the City to refund the 2010 Bonds to
achieve savings in debt service.  In July 2020, the City received its draft 2020 Water Master
Plan Update.  In the update, a few key capital improvement projects were identified to cost-
effectively meet the City’s water distribution system infrastructure needs.  The Water utility
currently does not have existing capital to carry out these projects. Public financing is
necessary to undertake the acquisition and construction of certain capital improvements,
betterments, renovations and expansions of facilities within its water system (the 2020
Project). FRA has recommended raising new capital sufficient to cover the 2020 Projects while

refunding the 2010 Bonds.

FINANCIAL IMPACT
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FINANCIAL IMPACT

The par amount of the 2020 Bonds is estimated to be $22,590,000, with anticipated
original issuance premium of $4,177,650, with a total proceeds of $26,767,650. Among
the total proceeds, about $11 million will be used to defease the 2010 Bonds, and $16
million as “new money” to fund for the 2020 Projects.  The proposed bond structure will
maximize cash flow savings in the initial year.  The refunding portion of the 2020 Bonds
will not extend the term of the 2010 Bonds, and the new money portion will carry a 30-
year amortization period with annual debt service payments ranging between $1.0
million to $1.8 million.
 
It is estimated that by refunding the 2010 Bonds, the City will realize a net present value
savings of $1.5 million or 14.3% of the refunded debt.
 
Total cost of issuance is estimated to be $347,714, which will be paid from the proceeds
of the 2020 Bonds.  This amount covers the cost of bond and disclosure counsel,
municipal advisor, trustee and escrow agent, credit rating, underwriter, City
administrative costs and other fees.
 
The stated rate of the 2020 bonds will be 4.0%, with the true interest cost 2.56% per
annum.  The annual debt service payments of the 2020 Bonds will be incorporated in the
Water utility fund’s annual operating budget.

RECOMMENDATION

It is recommended that the City Council:
 

Adopt the resolution approving the execution and delivery of an Installment Purchase
Agreement for the purpose of causing the issuance of Water Revenue Bonds, Series
2020A, and approving the execution and delivery of certain documents in connection
therewith and certain other matters (Attachment 1);

 
Approve the Installment Purchase Agreement by and between City of Garden Grove and
Garden Grove Public Financing Authority (Attachment 2);

 
Approve the Continuing Disclosure Agreement in connection with the issuance of the
Garden Grove Public Financing Authority Water Revenue Bonds, Series 2020 A
(Attachment 3);

 
Approve the Escrow Agreement by and among the City of Garden Grove, the Garden
Grove Public Financing Authority, and the U.S. Bank National Association, as Escrow
Agent (Attachment 4);

 
Approve the Bond Purchase Agreement by and among Stifel, Nicolaus & Company, Inc.,
the Garden Grove Public Financing Authority, and the City of Garden Grove (Attachment
5);

 
Approve the Preliminary Official Statement for the Garden Grove Public Financing

Authority Water Revenue Bonds, Series 2020A (Attachment 6); and
 

Authorize the City Manager or his designee to execute any other documents that are
necessary to cause the issuance of the 2020 Bonds.
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necessary to cause the issuance of the 2020 Bonds.

ATTACHMENTS:

Description Upload
Date Type File Name

1 -
Resolution
Authorizing
Bond
Issuance

9/23/2020 Resolution 1-City_Resolution_Garden_Grove_2020_Water_Bonds.pdf

2 -
Installment
Purchase
Agreement

9/23/2020 Agreement 2-Installment_Purchase_Agreement_Garden_Grove_2020_Water_Bonds.pdf

3 -
Continuing
Disclosure
Agreement

9/23/2020 Agreement 3-
Continuing_Disclosure_Agreement_Garden_Grove_2020_Water_Revenue_Bonds.pdf

4 - Escrow
Agreement

9/23/2020 Agreement 4-Escrow_Agreement_(2010_Bonds)_Garden_Grove_2020_Water_Bonds.pdf

5 - Bond
Purchase
Agreement

9/23/2020 Agreement 5-BPA_-_Garden_Grove_PFA_2020_Bonds.pdf

6 -
Preliminary
Official
Statement

9/23/2020 Exhibit 6-Official_Statement_Garden_Grove_2020_Water_Bonds.pdf
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GARDEN GROVE CITY COUNCIL 

RESOLUTION NO. ____-20 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
GARDEN GROVE APPROVING THE EXECUTION AND 

DELIVERY OF AN INSTALLMENT PURCHASE AGREEMENT 
FOR THE PURPOSE OF CAUSING THE ISSUANCE OF NOT 

TO EXCEED $25,000,000 AGGREGATE PRINCIPAL 
AMOUNT OF WATER REVENUE BONDS, SERIES 2020A, 
AND APPROVING THE EXECUTION AND DELIVERY OF 

CERTAIN DOCUMENTS IN CONNECTION THEREWITH AND 
CERTAIN OTHER MATTERS 

WHEREAS, the City of Garden Grove, California (the “City”), a municipal corporation 
and general law city that is duly organized and existing under the Constitution and laws of the 
State of California (the “State”), proposes to undertake the financing of the acquisition and 
construction of certain improvements, betterments, renovations and expansions of facilities 
within its water system (collectively, the “2020 Project”);  

WHEREAS, the City proposes to refinance the acquisition and construction of certain 
improvements, betterments, renovations and expansions of facilities within its water system 
(collectively, the “2010 Projects”) which were previously financed from proceeds of the 
Garden Grove Public Financing Authority Water Revenue Bonds, Series 2010A, 2010B and 
2010C (collectively, the “2010 Bonds”);  

WHEREAS, the City is a member of the Garden Grove Public Financing Authority (the 
“Authority”), a public entity that is duly organized and existing under a joint exercise of 
powers agreement and under the Constitution and laws of the State;  

WHEREAS, the Authority will be presented with the issuance of Water Revenue 
Bonds, Series 2020A (the “Bonds”) to assist the City in financing the 2020 Project and 
refinancing the 2010 Projects;  

WHEREAS, the City Council of the City (the “City Council”) has determined that it is 
in the best interest of the City to enter into an Installment Purchase Agreement (the 
“Installment Purchase Agreement”), by and between the City and the Authority, and to 
approve certain other documents, to provide for the financing of the 2020 Project and the 
refinancing of the 2010 Projects;  

WHEREAS, the Bonds are to be secured by installment payments to be made 
pursuant to the Installment Purchase Agreement, which installment payments will be payable 
from net revenues of the City’s water system to the extent set forth in the Installment Purchase 
Agreement;  

WHEREAS, the Authority and U.S. Bank National Association, as trustee (the 
“Trustee”), will enter into an Indenture of Trust (the “Indenture”), to provide for the issuance 
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and security of the Bonds, the financing of the 2020 Project and the refinancing of the 2010 
Projects;  

WHEREAS, the City desires to execute a Continuing Disclosure Agreement with 
Applied Best Practices LLC, as dissemination agent, to be dated the closing date of the Bonds 
(the “Continuing Disclosure Agreement”), to provide updates of certain information relating 
to the City and its water system while the Bonds are outstanding;  

WHEREAS, in order to effect the refunding of the 2010 Bonds, the City, the Authority 
and U.S. Bank National Association, as trustee for the 2010 Bonds and as escrow agent, 
desire to enter into an Escrow Agreement (2010 Bonds) (the “Escrow Agreement); 

WHEREAS, the City desires to execute and deliver a bond purchase agreement (the 
“Purchase Contract”) with the Authority and Stifel, Nicolaus & Company, Incorporated, as 
the underwriter of the Bonds (the “Underwriter”), with respect to the Bonds;  

WHEREAS, in order to effect a public sale of the Bonds to the Underwriter, the City is 
required under federal securities laws and regulations to prepare a preliminary official 
statement with respect to the Bonds (the “Preliminary Official Statement”) disclosing 
material information about the City and the City’s water system; and 

WHEREAS, the City wishes to approve the Preliminary Official Statement for the 
Bonds, which has been prepared by the City and the Authority with the assistance of Stradling 
Yocca Carlson & Rauth, a Professional Corporation, as disclosure counsel (“Disclosure 
Counsel”); 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF 
GARDEN GROVE, as follows: 

Section 1. The City Council hereby specifically finds and declares that each of the 
statements, findings and determinations of the City Council that are set forth in the above 
recitals and in the preambles of the documents that are approved herein are true and correct 
and that the financing of the 2020 Project and the refinancing of the 2010 Projects will result 
in significant public benefits for the residents of the City.  The City Council hereby further finds 
and determines that: (a) there are significant public benefits to the citizens of the City of the 
type described in Section 6586 of the Marks-Roos Local Bond Pooling Act of 1985 (the “Act”) 
in having the Authority assist the City with respect to the financing of the 2020 Project and 
the refinancing of the 2010 Projects through the issuance of the Bonds, in that the issuance 
of the Bonds and related transactions will result in demonstrable savings in effective interest 
rate to the City and significant reductions in effective user charges levied by the City; and (b) 
the 2020 Project and the 2010 Projects include facilities for the production, storage, 
transmission or treatment of water within the meaning of Section 6586.5(c) of the Act. 

Section 2. The Installment Purchase Agreement is hereby approved substantially 
in the form on file with the City Clerk.  The Mayor, the Mayor Pro Tempore, the City Manager, 
the Assistant City Manager and the Director of Finance of the City (each, an “Authorized 
Officer”) or the designee thereof is hereby authorized and directed to execute and deliver the 
Installment Purchase Agreement with such changes, insertions and omissions as may be 
recommended by the City Attorney or the law firm of Stradling Yocca Carlson & Rauth, a 
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Professional Corporation (“Bond Counsel”), and approved by the officer executing the same, 
said execution being conclusive evidence of such approval. 

Section 3. The Continuing Disclosure Agreement is hereby approved substantially 
in the form on file with the City Clerk.  Each Authorized Officer or the designee thereof is 
hereby authorized and directed to execute and deliver such Continuing Disclosure Agreement 
with such changes, insertions and omissions as may be recommended by the City Attorney 
or Bond Counsel and approved by the officer executing the same, said execution being 
conclusive evidence of such approval. 

Section 4. The Escrow Agreement is hereby approved substantially in the form on 
file with the City Clerk.  Each Authorized Officer or the designee thereof is hereby authorized 
and directed to execute and deliver such Escrow Agreement with such changes, insertions 
and omissions as may be recommended by the City Attorney or Bond Counsel and approved 
by the officer executing the same, said execution being conclusive evidence of such approval. 

Section 5. The Purchase Contract is hereby approved substantially in the form on 
file with the City Clerk.  Each Authorized Officer or the designee thereof is hereby authorized 
and directed to execute and deliver the Purchase Contract with such changes, insertions and 
omissions as may be recommended by the City Attorney or Bond Counsel and approved by 
the officer executing the same, said execution being conclusive evidence of such approval; 
provided, however, that in no event shall the aggregate principal amount of the Bonds exceed 
$25,000,000, nor shall the underwriting discount exceed 1.00% of the aggregate principal 
amount of the Bonds, nor shall the true interest cost of the Bonds exceed 4.00%; and provided 
further that the Bonds issued to refund the 2010 Bonds shall result in an aggregate net 
present value debt service savings of 3% or greater. 

Section 6. The preparation and distribution of the Preliminary Official Statement in 
substantially the form on file with the City Clerk is hereby approved.  Each Authorized Officer 
is hereby authorized: (i) to sign a certificate pursuant to Rule 15c2-12 promulgated under the 
Securities Exchange Act of 1934 (the “Rule”) deeming the Preliminary Official Statement 
substantially final under the Rule, except for the omission of information as permitted by the 
Rule; and (ii) to execute, approve and deliver the final Official Statement substantially in the 
form of the Preliminary Official Statement with such changes, insertions and omissions as the 
officer or officers executing said document may require or approve, subject to advice from 
the City Attorney or Disclosure Counsel, such approval to be conclusively evidenced by the 
execution and delivery thereof.  The Underwriter is directed to deliver copies of the final 
Official Statement to all actual initial purchasers of the Bonds. 

Section 7. The proceeds of the Bonds shall be deposited as provided in the 
Indenture and the Installment Purchase Agreement: (a) to finance the 2020 Project and 
refinance the 2010 Projects; (b) to pay the costs of issuing the Bonds; (c) if advisable to 
reduce the interest rate payable on the Bonds and/or secure a higher credit rating on the 
Bonds, to establish a reserve fund for the Bonds; and (d) if determined to be in the best 
interest of the City, to capitalize interest on the Bonds during all or a portion of the construction 
period for the 2020 Project. 
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Section 8. The appointment of U.S. Bank National Association as Trustee under 
and pursuant to the Indenture, with the powers and duties of said office as set forth therein, 
is hereby approved. 

Section 9. The City Council hereby authorizes the City Manager or his designee: 
(i) to solicit bids for a municipal bond insurance policy and/or reserve surety; (ii) to negotiate 
the terms of such policy or policies; (iii) to finalize, if appropriate, the form of such policy or 
policies with a municipal bond insurer; and (iv) if it is determined that the policy or policies will 
result in net savings for the City, to pay the insurance premium of such policy or policies from 
the proceeds of the issuance and sale of the Bonds. 

Section 10. The Authorized Officers or any other proper officer of the City, acting 
singly, be and each of them hereby is authorized and directed to execute and deliver any and 
all documents and instruments and to do and cause to be done any and all acts and things 
necessary or proper for carrying out the transactions contemplated by the Indenture, the 
Installment Purchase Agreement, the Purchase Contract, the Continuing Disclosure 
Agreement, bond insurance, a reserve surety and this Resolution, including any 
reimbursement agreement or other agreement relative to bond insurance or a reserve surety 
and any escrow or redemption instructions related to the 2010 Bonds.  In the event that the 
President of the City Council is unavailable to sign any of the agreements described herein, 
any other member of the City Council may sign such agreement. 

Section 11. Unless otherwise defined herein, all terms used herein and not 
otherwise defined shall have the meanings given such terms in the Indenture unless the 
context otherwise clearly requires. 

Section 12. In accordance with Section 5852.1 of the California Government Code, 
the City has obtained from Fieldman, Rolapp & Associates, Inc., the City’s Municipal Advisor, 
required good faith estimates relating to the Bonds, and such estimates are disclosed and set 
forth in Exhibit A. 

Section 13. This Resolution shall take effect from and after its date of adoption.  
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Adopted this 13th day of October, 2020. 

  
MAYOR 

ATTEST: 

  
CITY CLERK 
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STATE OF CALIFORNIA )  
COUNTY OF ORANGE ) ss: 
CITY OF GARDEN GROVE) 
 
 

I, Teresa Pomeroy, CMC, City Clerk of the City of Garden Grove, do hereby certify 

that the foregoing Resolution was duly adopted by the City Council of the City of Garden 

Grove, California at a regular meeting held on the 13th day of October, 2020. 
 
 
AYES: COUNCIL MEMBERS: 

NOES: COUNCIL MEMBERS: 

ABSENT: COUNCIL MEMBERS: 

 

        ____________________  
CITY CLERK 
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EXHIBIT A 
 

GOVERNMENT CODE SECTION 5852.1 DISCLOSURE 
 
 The following information consists of estimates that have been provided by the City’s 
Municipal Advisor and has been represented by such party to have been provided in good 
faith: 

 
(A) True Interest Cost of the Bonds: 2.56% 
 
(B) Finance Charge of the Bonds (Sum of all fees/charges paid to third parties): 

$347,714 
 
(C) Net Proceeds of the Bonds to be Received (net of finance charges, reserves 

and capitalized interest, if any): $25,243,494 
 
(D) Total Payment Amount through Maturity of the Bonds: $35,937,177 

 
The foregoing constitute good faith estimates only.  The principal amount of the Bonds, 

the true interest cost of the Bonds, the finance charges thereof, the amount of proceeds 
received therefrom and total payment amount with respect thereto may differ from such good 
faith estimates due to: (a) the actual date of the sale of the Bonds being different than the 
date assumed for purposes of such estimates; (b) the actual principal amount of Bonds sold 
being different from the estimated amount used for purposes of such estimates; (c) the actual 
amortization of the Bonds being different than the amortization assumed for purposes of such 
estimates; (d) the actual market interest rates at the time of sale of the Bonds being different 
than those estimated for purposes of such estimates; (e) other market conditions; or (f) 
alterations in the City’s financing plan, or a combination of such factors.   

 
The actual date of sale of the Bonds and the actual principal amount of Bonds sold 

will be determined by the City based on a variety of factors.  The actual interest rates borne 
by the Bonds will depend on market interest rates at the time of sale thereof.  The actual 
amortization of the Bonds will also depend, in part, on market interest rates at the time of sale 
thereof.  Market interest rates are affected by economic and other factors beyond the control 
of the City. 
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INSTALLMENT PURCHASE AGREEMENT 

by and between 

CITY OF GARDEN GROVE 

and 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

Dated as of November 1, 2020 

Relating to 

$_____ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 
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INSTALLMENT PURCHASE AGREEMENT 

This INSTALLMENT PURCHASE AGREEMENT, dated as of November 1, 2020, is entered 

into by and between the CITY OF GARDEN GROVE, a municipal corporation and general law city 

that is duly organized and existing under the Constitution and laws of the State of California (the 

“City”), and the GARDEN GROVE PUBLIC FINANCING AUTHORITY, a joint exercise of powers 

agency that is duly organized and existing under and by virtue of the laws of the State of California 

(the “Authority”). 

RECITALS 

A. The City proposes to finance the acquisition and construction of certain improvements, 

betterments, renovations and expansions of facilities within its Water System, as described in Exhibit 

A (collectively, the “2020 Project”). 

B. The City also proposes to refinance the acquisition and construction of certain existing 

improvements, betterments, renovations and expansions of facilities within its Water System, as 

described in Exhibit A (collectively, the “2010 Projects”). 

C. The Authority has agreed to assist the City in financing the 2020 Project and 

refinancing the 2010 Projects on the terms and conditions that are set forth herein. 

D. The Authority is authorized by Chapter 5 of Division 7 of Title 1 of the Government 

Code of the State of California, including but not limited to Section 6540 et seq., to finance and 

refinance the acquisition and construction of property for its members. 

E. The City is authorized by law to acquire and/or otherwise contract for construction of 

the 2020 Project. 

F. The City is authorized by Articles 9, 10 and 11 of Chapter 3 of Part 1 of Division 2 of 

the Government Code of the State of California, commencing with Section 53550, to refinance the 

2010 Projects. 

G. The City and the Authority have duly authorized the execution of this Installment 

Purchase Agreement. 

H. All acts, conditions and things that are required by law to exist, to have happened and 

to have been performed precedent to and in connection with the execution and delivery of this 

Installment Purchase Agreement do exist, have happened and have been performed in regular and due 

time, form and manner as required by law, and the parties hereto are now duly authorized to execute 

and enter into this Installment Purchase Agreement. 

NOW, THEREFORE, IN CONSIDERATION OF THESE PREMISES AND OF THE 

MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER 

VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS FOLLOWS: 
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ARTICLE I 

 

DEFINITIONS 

Section 1.01. Definitions.  Unless the context otherwise requires, the terms that are defined 

in this section shall for all purposes hereof and of any amendment hereof or supplement hereto and of 

any report or other document that is mentioned herein or therein have the meanings that are defined 

herein, the following definitions to be equally applicable to both the singular and plural forms of any 

of the terms that are defined herein.  All capitalized terms that are used herein and not defined herein 

shall have the meanings that are ascribed thereto in the Indenture. 

Accountant’s Report.  The term “Accountant’s Report” means a report signed by an 

Independent Certified Public Accountant. 

Acquisition Fund.  The term “Acquisition Fund” means the fund by that name created pursuant 

to Section 3.04 of the Indenture.     

Authority.  The term “Authority” means Garden Grove Public Financing Authority, a joint 

exercise of powers agency that is duly organized pursuant to the JPA Agreement and existing under 

and by virtue of the laws of the State of California. 

Bonds.  The term “Bonds” means the 2015 Bonds and all other revenue bonds or notes of the 

City that are authorized, executed, issued and delivered by the City, the payments of which are payable 

from Net Revenues on a parity with the Series 2020 Installment Payments and which are secured by a 

pledge of and lien on Revenues as described in Section 5.01 hereof. 

City.  The term “City” means City of Garden Grove, a municipal corporation and general law 

city that is duly organized and existing under the Constitution and laws of the State of California. 

City Manager.  The term “City Manager” means the City Manager of the City, or any other 

person that is designated by the City Manager of the City to act on behalf of the City Manager. 

Contracts.  The term “Contracts” means all contracts of the City that are previously or hereafter 

authorized and executed by the City, the payments under which are payable from Net Revenues on a 

parity with the Series 2020 Installment Payments and which are secured by a pledge and lien on 

Revenues as described in Section 5.01 hereof; but excluding contracts entered into for operation and 

maintenance of the Water System. 

Date of Operation.  The term “Date of Operation” means, with respect to any uncompleted 

Project, the estimated date by which such Project will have been completed and, in the opinion of an 

engineer, will be ready for commercial operation by or on behalf of the City. 

Debt Service.  The term “Debt Service” means, for any period of calculation, the sum of: 

(1) the interest payable during such period on all outstanding Bonds, assuming that all 

outstanding serial Bonds are retired as scheduled and that all outstanding term Bonds are redeemed or 

paid from sinking fund payments as scheduled (except to the extent that such interest is capitalized or 

is reasonably anticipated to be reimbursed to the City by the United States of America pursuant to 

Section 54AA of the Code (Section 1531 of Title I of Division B of the American Recovery and 

Reinvestment Act of 2009 (Pub. L. No. 111-5, 23 Stat. 115 (2009), enacted February 17, 2009)), or 
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any future similar program); 

(2) those portions of the principal amount of all outstanding serial Bonds maturing in such 

period; 

(3) those portions of the principal amount of all outstanding term Bonds required to be 

redeemed or paid in such period; and 

(4) those portions of the Contracts required to be made during such period, (except to the 

extent that the interest evidenced and represented thereby is capitalized or is reasonably anticipated to 

be reimbursed to the City by the United States of America pursuant to Section 54AA of the Code 

(Section 1531 of Title I of Division B of the American Recovery and Reinvestment Act of 2009 (Pub. 

L. No. 111-5, 23 Stat. 115 (2009), enacted February 17, 2009)), or any future similar program); 

provided that, as to any such Bonds or Contracts bearing or comprising interest at other than a 

fixed rate, the rate of interest used to calculate Debt Service shall be the greater of: (a) the actual interest 

rate on such Bonds or Contracts on the date of calculation, or if the indebtedness is not yet outstanding, 

the initial interest rate (if established and binding); (b) if the Bonds or Contracts have been outstanding 

for at least twelve months, the average rate over the twelve calendar months immediately preceding 

the date of calculation; and (c) (i) if interest on the indebtedness is excludable from gross income under 

the applicable provisions of the Code, the most recently published Securities Industry and Financial 

Markets Association Index for tax-exempt variable rate obligations; or (ii) if interest is not so 

excludable, the interest rate on direct U.S. Treasury Obligations with comparable maturities plus 50 

basis points; provided, however, that for purposes of any portion of Section 5.03 (Additional Contracts 

and Bonds) and Section 6.14 (Amount of Rates and Charges), measuring actual debt service coverage 

during a test period, variable rate indebtedness shall be deemed to bear interest at the actual rate per 

annum applicable during the test period; and 

provided further that, if any series or issue of such Bonds or Contracts have twenty-five percent 

(25%) or more of the aggregate principal amount of such series or issue due in any one year, Debt 

Service shall be determined for the Fiscal Year of determination as if the principal of and interest on 

such series or issue of such Bonds or Contracts were being paid from the date of incurrence thereof in 

substantially equal annual amounts over a period of twenty-five (25) years from the date of calculation; 

and 

provided further that, as to any such Bonds or Contracts or portions thereof bearing no interest 

but which are sold at a discount and which discount accretes with respect to such Bonds or Contracts 

or portions thereof, such accreted discount shall be treated as interest in the calculation of Debt Service; 

and 

provided further that, the amount on deposit in a debt service reserve fund on any date of 

calculation of Debt Service shall be deducted from the amount of principal due at the final maturity of 

the Bonds and Contracts for which such debt service reserve fund was established and in each 

preceding year until such amount is exhausted; and 

provided further that, Debt Service shall not include interest which is paid from investment 

earnings on amounts on deposit in reserve funds and transferred to the 2020A Bond Payment Fund. 

Event of Default.  The term “Event of Default” means an event that is described in Section 8.01. 
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Fiscal Year.  The term “Fiscal Year” means the twelve month period beginning on July 1 of 

each year and ending on the next succeeding June 30, both dates inclusive, or any other twelve month 

period hereafter selected and designated as the official fiscal year period of the City. 

Indenture.  The term “Indenture” means the Indenture of Trust, dated as of the date hereof, by 

and between the City and the Authority, relating to the 2020A Bonds. 

Independent Certified Public Accountant.  The term “Independent Certified Public 

Accountant” means any firm of certified public accountants that is appointed by the City, and each of 

whom is independent pursuant to the Statement on Auditing Standards No. 1 of the American Institute 

of Certified Public Accountants. 

Independent Financial Consultant.  The term “Independent Financial Consultant” means a 

financial consultant or firm of such consultants that is appointed by the City, and who, or each of 

whom: (1) is in fact independent and not under domination of the City; (2) does not have any substantial 

interest, direct or indirect, with the City; (3) is not connected with the City as an officer or employee 

of the City, but who may be regularly retained to make reports to the City; and (4) is registered as a 

“municipal advisor,” as defined in Section 15B of the Securities Exchange Act of 1934, as amended. 

Installment Payment Date.  The term “Installment Payment Date” means any date on which 

Installment Payments are scheduled to be paid by the City under and pursuant to any Contract. 

Installment Payments.  The term “Installment Payments” means the Installment Payments of 

interest and principal scheduled to be paid by the City under and pursuant to the Contracts. 

Installment Purchase Agreement.  The term “Installment Purchase Agreement” means this 

Installment Purchase Agreement, by and between the City and the Authority, dated as of November 1, 

2020, as originally executed and as it may from time to time be amended or supplemented in 

accordance herewith. 

JPA Agreement.  The term “JPA Agreement” means the Joint Exercise of Powers Agreement, 

dated June 22, 1993, as amended by Amendment No. 1 thereto dated March 28, 2006, by and among 

the City, the Successor Agency to the Garden Grove Agency for Community Development and the 

Garden Grove Sanitary District, pursuant to which the Authority is established.  

Net Proceeds.  The term “Net Proceeds” means, when used with respect to any casualty 

insurance or condemnation award, the proceeds from such insurance or condemnation award remaining 

after payment of all expenses (including attorneys’ fees) incurred in the collection of such proceeds. 

Net Revenues.  The term “Net Revenues” means, for any Fiscal Year, the Revenues for such 

Fiscal Year less the Operation and Maintenance Costs for such Fiscal Year.  When held by the Trustee 

in any funds or accounts established hereunder, Net Revenues shall include all interest or gain derived 

from the investment of amounts in any of such funds or accounts. 

Operation and Maintenance Costs.  The term “Operation and Maintenance Costs” means: (i) 

costs spent or incurred for maintenance and operation of the Water System calculated in accordance 

with generally accepted accounting principles, including (among other things) the reasonable expenses 

of management and repair and other expenses necessary to maintain and preserve the Water System in 

good repair and working order, and including administrative costs of the City that are charged directly 
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or apportioned to the Water System, including but not limited to salaries and wages of employees, 

payments to the Public Employees Retirement System, overhead, insurance, taxes (if any), fees of 

auditors, accountants, attorneys or engineers and insurance premiums, and including all other 

reasonable and necessary costs of the City or charges (other than Debt Service payments) required to 

be paid by it to comply with the terms of any Bonds or Contracts or any resolution or indenture 

authorizing the issuance or execution of any Bonds or Contracts; and (ii) costs spent or incurred in the 

purchase of water for the Water System; but excluding in all cases depreciation, replacement and 

obsolescence charges or reserves therefor and amortization of intangibles or other bookkeeping entries 

of a similar nature and all capital charges.   

Project.  The term “Project” means additions, betterments, extensions or improvements to the 

City’s facilities designated by the City Council of the City as a Project, the acquisition and construction 

of which is to be paid for by the proceeds of any Contracts or Bonds. 

Purchase Price.  The term “Purchase Price” means the principal amount plus interest thereon 

owed by the City to the Authority under the terms hereof as provided in Section 4.01. 

Rate Stabilization Fund.  The term “Rate Stabilization Fund” means the fund by that name that 

is described in Section 5.05. 

Revenue Fund.  The term “Revenue Fund” means the fund by that name which has been 

continued pursuant to Section 5.02. 

Revenues.  The term “Revenues” means all income, rents, rates, fees, charges and other moneys 

derived from the ownership or operation of the Water System, including, without limiting the 

generality of the foregoing: (1) all income, rents, rates, fees, charges or other moneys derived by the 

City from the sale, furnishing and supplying of the water or other services, facilities, and commodities 

sold, furnished or supplied through the facilities of or in the conduct or operation of the business of the 

Water System; (2) the proceeds of any stand-by or water availability charges, development fees and 

connection charges collected by the City with respect to the Water System; (3) the earnings on and 

income derived from the investment of amounts described in clauses (1) and (2) above including City 

Water System reserves; (4) any interest payments on Bonds or Contracts reimbursed to the City by the 

United States of America pursuant to Section 54AA of the Code (Section 1531 of Title I of Division 

B of the American Recovery and Reinvestment Act of 2009 (Pub. L. No. 111-5, 23 Stat. 115 (2009), 

enacted February 17, 2009)), or any future similar program; but excluding (x) customers’ deposits or 

any other deposits or advances subject to refund until such deposits or advances have become the 

property of the City; (y) any proceeds of taxes or assessments restricted by law to be used by the City 

to pay Bonds or Contracts or other obligations heretofore or hereafter issued; and (z) revenues of any 

water system acquired through merger, consolidation or similar action to the extent that the exclusion 

of such acquired water system is required pursuant to the terms of such merger, consolidation or similar 

action. 

Upon the maturity or earlier redemption of the 2015 Bonds: (i) “Revenues” shall also include 

all amounts transferred from the Rate Stabilization Fund, if such a fund is established, to the Revenue 

Fund during any Fiscal Year in accordance with Section 5.05; and (ii) “Revenues” shall not include 

any amounts transferred from the Revenue Fund to the Rate Stabilization Fund, if such a fund is 

established, during any Fiscal Year in accordance with Section 5.02(c). 

Page 135 of 299 



 

6 
 

Series 2020 Installment Payment Date.  The term “Series 2020 Installment Payment Date” 

means the Business Day prior to June 15 and December 15 of each year, commencing June 15, 2021. 

Series 2020 Installment Payments.  The term “Series 2020 Installment Payments” means the 

Installment Payments scheduled to be paid by the City under and pursuant to the Installment Purchase 

Agreement. 

Trustee.  The term “Trustee” means U.S. Bank National Association, acting in its capacity as 

Trustee under and pursuant to the Indenture, and its successors and assigns. 

2010 Projects.  The term “2010 Projects” means the additions, betterments, extensions and 

improvements to the City’s Water System facilities, including real property and buildings, if any, 

which are described as such in Exhibit A. 

2015 Bonds.  The term “2015 Bonds” means the City of Garden Grove Water Revenue 

Refunding Bonds, Series 2015. 

2020 Project.  The term “2020 Project” means the additions, betterments, extensions and 

improvements to the City’s Water System facilities, including real property and buildings, if any, 

which are described as such in Exhibit A, to the extent: (i) approved pursuant to the California 

Environmental Quality Act; and (ii) paid for with the proceeds of the 2020A Bonds, and as modified 

in conformance with Section 3.02 hereof. 

2020A Bonds.  The term “2020A Bonds” means the Garden Grove Public Financing Authority 

Water Revenue Bonds, Series 2020A, issued pursuant to the Indenture. 

Water Service.  The term “Water Service” means the water distribution service that is made 

available or provided by the Water System.   

Water System.  The term “Water System” means the entire water supply, treatment, storage 

and distribution system of the City, including but not limited to all facilities, properties and 

improvements at any time owned, controlled or operated by the City for the supply, treatment and 

storage of water to residents of the City and adjacent areas, and any necessary lands, rights, entitlements 

and other property useful in connection therewith, together with all extensions thereof and 

improvements thereto at any time acquired, constructed or installed by the City.   

ARTICLE II 

 

REPRESENTATIONS AND WARRANTIES 

Section 2.01. Representations by the City.  The City makes the following representations: 

(a) The City is a municipal corporation and general law city that is duly organized 

and existing under the Constitution and laws of the State of California. 

(b) The City has full legal right, power and authority to enter into this Installment 

Purchase Agreement, carry out its obligations hereunder and carry out and consummate all other 

transactions that are contemplated by this Installment Purchase Agreement, and the City has complied 

with the provisions of the laws of the State of California in all matters relating to such transactions. 
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(c) By proper action, the City has duly authorized the execution, delivery and due 

performance of this Installment Purchase Agreement. 

(d) The City will not take or, to the extent within its power, permit any action to 

be taken which results in the interest that is paid for the installment purchase of the 2020 Project and 

the 2010 Projects under the terms of this Installment Purchase Agreement being included in the gross 

income of the Authority or its assigns for purposes of federal or State of California personal income 

taxation. 

(e) The City has determined that it is necessary and proper for City uses and 

purposes within the terms of the laws of the State of California that the City finance and acquire the 

2020 Project and refinance and acquire the 2010 Projects in the manner that is provided for in this 

Installment Purchase Agreement in order to provide essential services and facilities to persons residing 

in the City. 

Section 2.02. Representations and Warranties by the Authority.  The Authority makes the 

following representations and warranties: 

(a) The Authority is a joint exercise of powers agency that is duly organized under 

the JPA Agreement and in good standing under the laws of the State of California, has full legal right, 

power and authority to enter into this Installment Purchase Agreement and to carry out and 

consummate all transactions that are contemplated by this Installment Purchase Agreement and by 

proper action has duly authorized the execution and delivery and due performance of this Installment 

Purchase Agreement. 

(b) The execution and delivery of this Installment Purchase Agreement and the 

consummation of the transactions herein contemplated will not violate any provision of law, any order 

of any court or other agency of government, or any indenture, material agreement or other instrument 

to which the Authority is now a party or by which it or any of its properties or assets is bound, or be in 

conflict with, result in a breach of or constitute a default (with due notice or the passage of time or 

both) under any such indenture, agreement or other instrument, or result in the creation or imposition 

of any prohibited lien, charge or encumbrance of any nature whatsoever upon any of the properties or 

assets of the Authority. 

(c) The Authority will not take or permit any action to be taken which results in 

interest that is paid for the installment purchase of the 2020 Project and the 2010 Projects under the 

terms of this Installment Purchase Agreement being included in the gross income of the Authority or 

its assigns for purposes of federal or State of California personal income taxation. 

ARTICLE III 

 

ACQUISITION AND CONSTRUCTION OF PROJECTS 

Section 3.01. Acquisition and Construction of the 2020 Project.  The Authority hereby agrees 

to cause the 2020 Project and any additions or modifications thereto to be constructed, acquired and 

installed by the City as its agent.  The City shall enter into contracts and provide for, as agent for the 

Authority, the complete design, construction, acquisition and installation of the 2020 Project in 

accordance with all applicable laws.  The City hereby agrees that it will cause the construction, 

acquisition and installation of the 2020 Project to be diligently performed after the deposit of funds 
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into the Acquisition Fund pursuant to Section 3.02 of the Indenture, upon satisfactory completion of 

design work and compliance with the California Environmental Quality Act and approval by the City 

Council of the City, and that it will use its best efforts to cause the construction, acquisition and 

installation of the 2020 Project to be substantially completed by three years after the Closing Date, 

unforeseeable delays beyond the reasonable control of the City only excepted.  It is hereby expressly 

understood and agreed that the Authority shall be under no liability of any kind or character whatsoever 

for the payment of any cost of the 2020 Project and that all such costs and expenses shall be paid by 

the City. 

Section 3.02. Changes to the 2020 Project.  The City may substitute other improvements for 

those listed as components of the 2020 Project in Exhibit A, but only if the City first files with the 

Authority and the Trustee a statement of the City in the form attached as Exhibit C: (a) identifying the 

improvements to be substituted and the improvements to City facilities they replace in the 2020 Project; 

and (b) stating that the estimated costs of construction, acquisition and installation of the substituted 

improvements are not less than such costs for the improvements previously planned. 

Section 3.03. Sale and Purchase of the 2010 Projects.  The parties hereby confirm that the 

City currently has title to the 2010 Projects.  In consideration for the Authority’s assistance in 

refinancing the 2010 Projects, the City agrees to sell, and hereby sells, to the Authority, and the 

Authority agrees to purchase, and hereby purchases, from the City, the 2010 Projects in the manner 

and in accordance with the provisions of the Installment Purchase Agreement. 

Section 3.04. Purchase and Sale of the 2020 Project and the 2010 Projects.  In consideration 

for the Series 2020 Installment Payments, the Authority agrees to sell, and hereby sells, to the City, 

and the City agrees to purchase, and hereby purchases, from the Authority, the 2020 Project and the 

2010 Projects at the purchase price that is specified in Section 4.01 hereof and otherwise in the manner 

and in accordance with the provisions of the Installment Purchase Agreement. 

Section 3.05. Title.  All right, title and interest in each component of the 2020 Project shall 

vest in the City immediately upon acquisition or construction thereof.  All right, title and interest in 

each component of the 2010 Projects shall vest in the City immediately upon execution and delivery 

of the Installment Purchase Agreement.  Such vesting shall occur without further action by the 

Authority or the City, and the Authority shall, if requested by the City or if necessary to assure such 

automatic vesting, deliver any and all documents which are required to assure such vesting. 

Section 3.06. Acquisition Fund.  There has been established with the Trustee pursuant to the 

Indenture the Acquisition Fund.  The moneys in the Acquisition Fund shall be held by the Trustee in 

trust and applied to the payment of the costs of acquisition and construction of the 2020 Project and of 

expenses incidental thereto.  Before any payment is made from the Acquisition Fund by the Trustee, 

the Director of Finance of the City, acting as agent of the Authority, shall cause to be filed with the 

Trustee a certificate of the City in the form set forth in Exhibit D. 
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ARTICLE IV 

 

INSTALLMENT PAYMENTS 

Section 4.01. Purchase Price. 

(a) The Purchase Price to be paid by the City hereunder to the Authority is the sum 

of the principal amount of the City’s obligations hereunder plus the interest to accrue on the unpaid 

balance of such principal amount from the effective date hereof over the term hereof, subject to 

prepayment as provided in Article VII. 

(b) The principal amount of the payments to be made by the City hereunder is set 

forth in Exhibit B. 

(c) The interest to accrue on the unpaid balance of such principal amount is as 

specified in Section 4.02 and Exhibit B, and shall be paid by the City as and constitute interest paid on 

the principal amount of the City’s obligations hereunder. 

Section 4.02. Series 2020 Installment Payments.  The City shall, subject to its rights of 

prepayment provided in Article VII, pay the Authority the Purchase Price in installment payments of 

interest and principal in the amounts and on the Series 2020 Installment Payment Dates as set forth in 

Exhibit B. 

Each Series 2020 Installment Payment shall be paid to the Authority in lawful money of the 

United States of America.  In the event that the City fails to make any of the payments which are 

required to be made by it under this section, such payment shall continue as an obligation of the City 

until such amount shall have been fully paid, and the City agrees to pay the same with interest accruing 

thereon at the rate or rates of interest then applicable to the remaining unpaid principal balance of the 

Series 2020 Installment Payments if paid in accordance with their terms. 

The obligation of the City to make the Series 2020 Installment Payments is absolute and 

unconditional, and until such time as the Purchase Price shall have been paid in full (or provision for 

the payment thereof shall have been made pursuant to Article IX), the City will not discontinue or 

suspend any Series 2020 Installment Payment which is required to be made by it under this section 

when due, whether or not the Water System or any part thereof is operating or operable or its use is 

suspended, interfered with, reduced or curtailed or terminated in whole or in part, and whether or not 

the 2020 Project has been completed, and such payments shall not be subject to reduction whether by 

offset or otherwise and shall not be conditional upon the performance or nonperformance by any party 

of any agreement for any cause whatsoever. 

ARTICLE V 

 

SECURITY 

Section 5.01. Pledge of Revenues.  The Revenues, amounts that are transferred from the Rate 

Stabilization Fund, if established, to the Revenue Fund as described in Section 5.05, other amounts 

that are on deposit in the Revenue Fund and any other amounts (including proceeds of the sale of the 

2020A Bonds) which are held in any fund or account that is established pursuant to the Installment 

Purchase Agreement (except the Rate Stabilization Fund, if established (other than those amounts 
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which are transferred by the City from the Rate Stabilization Fund, if established, to the Revenue 

Fund)) are irrevocably pledged to the payment of the Series 2020 Installment Payments.  Except for 

the payment of the Operation and Maintenance Costs, the Revenues shall not be used for any other 

purpose while any of the Series 2020 Installment Payments remain unpaid; provided that out of the 

Revenues there may be apportioned such sums for such purposes as are expressly permitted herein.  

This pledge shall constitute a first lien on Revenues, the Revenue Fund and the other funds and 

accounts that are created hereunder for the payment of the Series 2020 Installment Payments and all 

other Contracts and Bonds in accordance with the terms hereof and of the Indenture. 

Section 5.02. Allocation of Revenues.  In order to carry out and effectuate the pledge and 

lien contained herein, the City agrees and covenants that all Revenues shall be received by the City in 

trust hereunder and shall be deposited when and as received in a special fund designated as the 

“Revenue Fund,” which fund is hereby continued and which fund the City agrees and covenants to 

maintain and to hold separate and apart from other funds so long as any Installment Payments or Bonds 

remain unpaid.  Moneys in the Revenue Fund shall be used and applied by the City as provided in this 

Installment Purchase Agreement.   

The City shall, from the moneys in the Revenue Fund, pay all Operation and Maintenance 

Costs (including amounts which are reasonably required to be set aside in contingency reserves for 

Operation and Maintenance Costs, the payment of which is not then immediately required) as they 

become due and payable.  All remaining moneys in the Revenue Fund shall be set aside by the City at 

the following times in the following respective special funds in the following order of priority, and all 

moneys in each of such funds shall be held in trust and shall be applied, used and withdrawn only for 

the purposes hereinafter authorized in this section: 

(a) 2020A Bond Payment Fund.  On or before each Series 2020 Installment 

Payment Date, the City shall, from remaining moneys in the Revenue Fund, transfer to the Trustee for 

deposit in the 2020A Bond Payment Fund an amount that is equal to the interest and principal payable 

and coming due on the 2020A Bonds on the next succeeding Series 2020 Installment Payment Date.  

The City shall also, from the moneys in the Revenue Fund, transfer to the applicable trustee for deposit 

in the applicable payment fund, without preference or priority, and in the event of any insufficiency of 

such moneys ratably without any discrimination or preference, any other Debt Service in accordance 

with the provisions of the Contract, Bond, resolution or indenture relating thereto. 

Any moneys which are on deposit in the 2020A Bond Payment Fund on each Series 2020 

Installment Payment Date (other than amounts that are required for the payment of past due principal 

or interest with respect to any 2020A Bonds not presented for payment) shall be credited to the payment 

of the Series 2020 Installment Payments due and payable on such date.  No deposit need be made in 

the 2020A Bond Payment Fund as Series 2020 Installment Payments if the amount in the 2020A Bond 

Payment Fund is at least equal to the amount of the Series 2020 Installment Payment that is due and 

payable on the next succeeding Series 2020 Installment Payment Date. 

(b) Reserve Funds.  On or before each Series 2020 Installment Payment Date, the 

City shall, from remaining moneys in the Revenue Fund, thereafter, without preference or priority, and 

in the event of any insufficiency of such moneys ratably without any discrimination or preference, 

transfer to the applicable trustee for deposit to reserve funds or accounts established for Bonds or 

Contracts an amount that is equal to the amount required to be deposited therein. 

Page 140 of 299 



 

11 
 

(c) Surplus.  Moneys on deposit in the Revenue Fund which are not necessary to 

make any of the payments which are required above may be expended by the City at any time for any 

purpose permitted by law or deposited in the Rate Stabilization Fund, if established. 

Section 5.03. Additional Contracts and Bonds.  The City may at any time execute any 

Contract or issue any Bonds, as the case may be, in accordance herewith; provided: 

(a) The Net Revenues for any consecutive twelve calendar month period during 

the eighteen calendar month period preceding the date of adoption by the City Council of the resolution 

authorizing the issuance of such Bonds or the date of the execution of such Contract, as the case may 

be, as evidenced by a report prepared by an Independent Certified Public Accountant or Independent 

Financial Consultant on file with the City, shall have produced a sum equal to at least one hundred 

twenty-five per cent (125%) of the Debt Service for such twelve month period.  When calculated for 

purposes of this subsection, Net Revenues do not include amounts transferred from the Rate 

Stabilization Fund, if established, to the Revenue Fund pursuant to Section 5.05 that are in excess of 

twenty-five percent (25%) of Debt Service for such Fiscal Year; and 

(b) The Net Revenues for any consecutive twelve calendar month period during 

the eighteen calendar month period preceding the date of adoption by the City Council of the resolution 

authorizing the issuance of such Bonds or the date of the execution of such Contract, as the case may 

be, including adjustments to give effect as of the first day of such twelve month period to increases or 

decreases in rates and charges for the Water Service approved and in effect as of the date of calculation, 

as evidenced by a report prepared by an Independent Certified Public Accountant or Independent 

Financial Consultant on file with the City, shall have produced a sum equal to at least one hundred 

twenty-five per cent (125%) of the Debt Service for such twelve month period plus the Debt Service 

which would have accrued on any Contracts executed or Bonds issued since the end of such twelve 

month period, assuming that such Contracts had been executed or Bonds had been issued at the 

beginning of such twelve month period, plus the Debt Service which would have accrued had such 

proposed additional Contract been executed or such proposed additional Bonds been issued at the 

beginning of such twelve month period.  When calculated for purposes of this subsection, Net 

Revenues do not include amounts transferred from the Rate Stabilization Fund, if established, to the 

Revenue Fund pursuant to Section 5.05 that are in excess of twenty-five percent (25%) of Debt Service 

for such Fiscal Year; and 

(c) The estimated Net Revenues for the then current Fiscal Year and for each Fiscal 

Year thereafter to and including the first complete Fiscal Year after the latest Date of Operation of any 

uncompleted Project to be financed from proceeds of such Contracts or Bonds, as evidenced by a 

certificate of the City Manager on file with the City, including (after giving effect to the completion of 

all such uncompleted Projects) an allowance for estimated Net Revenues for each of such Fiscal Years 

arising from any increase in the income, rents, fees, rates and charges estimated to be fixed, prescribed 

or received for Water Service and which are economically feasible and reasonably considered 

necessary based on projected operations for such period, as evidenced by a certificate of the City 

Manager on file with the City, shall produce a sum equal to at least one hundred twenty-five per cent 

(125%) of the estimated Debt Service for each of such Fiscal Years, after giving effect to the execution 

of all Contracts and the issuance of all Bonds estimated to be required to be executed or issued to pay 

the costs of completing all uncompleted Projects within such Fiscal Years, assuming that all such 

Contracts and Bonds have maturities, interest rates and proportionate principal repayment provisions 

similar to the Contract last executed or then being executed or the Bonds last issued or then being 

issued for the purpose of acquiring and constructing any of such uncompleted Projects. 
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Section 5.04. Investments.  All moneys which are held by the City in the Revenue Fund shall 

be invested in Permitted Investments, and the investment earnings thereon shall remain on deposit in 

such fund, except as otherwise provided herein. 

Section 5.05. Rate Stabilization Fund.  Upon the maturity or earlier redemption of the 2015 

Bonds, the City is authorized but not required to establish a special fund designated as the “Rate 

Stabilization Fund.”  If the City elects to establish a Rate Stabilization Fund, such fund will be held by 

the City in trust under the Installment Purchase Agreement.  The City agrees and covenants to maintain 

and to hold such fund, if established, separate and apart from other funds so long as any Contracts or 

Bonds remain unpaid.  Money transferred by the City from the Revenue Fund to the Rate Stabilization 

Fund, if established, in accordance with Section 5.02(c) will be held in the Rate Stabilization Fund and 

applied in accordance with the Installment Purchase Agreement. 

The City may withdraw all or any portion of the amounts on deposit in the Rate Stabilization 

Fund, if established, and transfer such amounts to the Revenue Fund for application in accordance with 

Section 5.02 or, in the event that all or a portion of the Series 2020 Installment Payments are discharged 

in accordance with Article VII, transfer all or any portion of such amounts for application in accordance 

with Article VII.  Any such amounts transferred from the Rate Stabilization Fund, if established, to the 

Revenue Fund in accordance with the Indenture constitute pledged Revenues. 

ARTICLE VI 

 

COVENANTS OF THE CITY 

Section 6.01. Compliance with Installment Purchase Agreement and Ancillary Agreements.  

The City will punctually pay the Series 2020 Installment Payments in strict conformity with the terms 

hereof, and will faithfully observe and perform all of the agreements, conditions, covenants and terms 

contained herein which are required to be observed and performed by it, and will not terminate the 

Installment Purchase Agreement for any cause including, without limiting the generality of the 

foregoing, any acts or circumstances that may constitute failure of consideration, destruction of or 

damage to the 2020 Project or the 2010 Projects, commercial frustration of purpose, any change in the 

tax or other laws of the United States of America or of the State of California or any political 

subdivision of either or any failure of the Authority to observe or perform any agreement, condition, 

covenant or term which is contained herein and required to be observed and performed by it, whether 

express or implied, or any duty, liability or obligation arising out of or connected herewith or the 

insolvency, or deemed insolvency, or bankruptcy or liquidation of the Authority or any force majeure, 

including acts of God, tempest, storm, earthquake, war, rebellion, riot, civil disorder, acts of public 

enemies, blockade or embargo, strikes, industrial disputes, lock outs, lack of transportation facilities, 

fire, explosion or acts or regulations of governmental authorities. 

The City will faithfully observe and perform all of the agreements, conditions, covenants and 

terms which are required to be observed and performed by it pursuant to all outstanding Contracts and 

Bonds as such may from time to time be executed or issued, as the case may be. 

Section 6.02. Against Encumbrances.  The City will not make any pledge of or place any lien 

on Revenues or the moneys in the Revenue Fund except as provided herein.  In addition, the City may 

at any time, or from time to time, issue evidences of indebtedness or incur other obligations for any 

lawful purpose which are payable from and secured by a pledge of and lien on Revenues or any moneys 

in the Revenue Fund as may from time to time be deposited therein (as provided in Section 5.02), 
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provided that such pledge and lien shall be subordinate in all respects to the pledge of and lien thereon 

provided herein. 

Section 6.03. Against Sale or Other Disposition of Property.  The City will not enter into any 

agreement or lease which impairs the operation of the Water System or any part thereof which is 

necessary to secure adequate Revenues for the payment of the Series 2020 Installment Payments, or 

which would otherwise impair the rights of the Authority hereunder or the operation of the Water 

System.  Any real or personal property which has become nonoperative or which is not needed for the 

efficient and proper operation of the Water System, or any material or equipment which has become 

worn out, may be sold if such sale will not impair the ability of the City to pay the Series 2020 

Installment Payments and if the proceeds of such sale are deposited in the Revenue Fund. 

Nothing herein shall restrict the ability of the City to sell any portion of the Water System if 

such portion is immediately repurchased by the City and if such arrangement cannot by its terms result 

in the purchaser of such portion of the Water System exercising any remedy which would deprive the 

City of or otherwise interfere with its right to own and operate such portion of the Water System. 

Section 6.04. Against Competitive Facilities.  The City will not, to the extent permitted by 

law, acquire, construct, maintain or operate and will not, to the extent permitted by law and within the 

scope of its powers, permit any other public or private agency, corporation, district or political 

subdivision or any person whomsoever to acquire, construct, maintain or operate within the City any 

water system competitive with the Water System. 

Section 6.05. Tax Covenants.  Notwithstanding any other provision of the Installment 

Purchase Agreement, absent an opinion of Bond Counsel that the exclusion from gross income of the 

interest on the 2020A Bonds will not be adversely affected for federal income tax purposes, the City 

covenants to comply with all applicable requirements of the Code which are necessary to preserve such 

exclusion from gross income with respect to the 2020A Bonds and specifically covenants, without 

limiting the generality of the foregoing, as follows: 

(a) Private Activity.  The City will take no action and refrain from taking any 

action, and the City will make no use of the proceeds of the 2020A Bonds or of any other moneys or 

property, which would cause the 2020A Bonds to be “private activity bonds” within the meaning of 

Section 141 of the Code; 

(b) Arbitrage.  The City will make no use of the proceeds of the 2020A Bonds or 

of any other amounts or property, regardless of the source, and the City will not take any action or 

refrain from taking any action, which will cause the 2020A Bonds to be “arbitrage bonds” within the 

meaning of Section 148 of the Code; 

(c) Federal Guarantee.  The City will make no use of the proceeds of the 2020A 

Bonds, and the City will not take or omit to take any action, that would cause the 2020A Bonds to be 

“federally guaranteed” within the meaning of Section 149(b) of the Code; 

(d) Information Reporting.  The City will take or cause to be taken all necessary 

action to comply with the informational reporting requirement of Section 149(e) of the Code which is 

necessary to preserve the exclusion of interest on the 2020A Bonds pursuant to Section 103(a) of the 

Code; 
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(e) Hedge Bonds.  The City will make no use of the proceeds of the 2020A Bonds 

or any other amounts or property, regardless of the source, and the City will not take any action and 

refrain from taking any action, that would cause the 2020A Bonds to be considered “hedge bonds” 

within the meaning of Section 149(g) of the Code unless the City takes all necessary action to assure 

compliance with the requirements of Section 149(g) of the Code to maintain the exclusion from gross 

income of interest on the 2020A Bonds for federal income tax purposes; and 

(f) Miscellaneous.  The City will not take any action and will refrain from taking 

any action which is inconsistent with its expectations stated in the Tax Certificate executed by the City 

in connection with the issuance of the 2020A Bonds and will comply with the covenants and 

requirements that are stated therein and incorporated by reference herein. 

This section and the covenants that are set forth herein shall not be applicable to, and nothing 

that is contained herein shall be deemed to prevent the City from causing the Authority to issue revenue 

bonds or issuing bonds or executing and delivering contracts that are payable on a parity with the 

2020A Bonds, the interest with respect to which has been determined to be subject to federal income 

taxation. 

Section 6.06. Prompt Acquisition and Construction.  The City will take all necessary and 

appropriate steps to acquire and construct the 2020 Project, as agent of the Authority, with all 

practicable dispatch and in an expeditious manner and in conformity with law so as to complete the 

same as soon as possible. 

Section 6.07. Maintenance and Operation of the Water System.  The City will maintain and 

preserve the Water System in good repair and working order at all times, operate the Water System in 

an efficient and economical manner and pay all Operation and Maintenance Costs as they become due 

and payable. 

Section 6.08. Payment of Claims.  The City will pay and discharge any and all lawful claims 

for labor, materials or supplies which, if unpaid, might become a lien on the Revenues or the funds or 

accounts created hereunder or under the Indenture or on any funds in the hands of the City which are 

pledged to pay the Series 2020 Installment Payments or the Bonds, or which might impair the security 

of the Series 2020 Installment Payments. 

Section 6.09. Compliance with Contracts.  The City will comply with, keep, observe and 

perform all agreements, conditions, covenants and terms, express or implied, which are required to be 

performed by it contained in all contracts for the use of the Water System and all other contracts 

affecting or involving the Water System, to the extent that the City is a party thereto. 

Section 6.10. Insurance. 

(a) The City will procure and maintain or cause to be procured and maintained 

insurance on the Water System with responsible insurers in such amounts and against such risks 

(including damage to or destruction of the Water System) as are usually covered in connection with 

facilities similar to the Water System so long as such insurance is available from reputable insurance 

companies at reasonable rates. 

In the event of any damage to or destruction of the Water System caused by the perils covered 

by such insurance, the Net Proceeds thereof shall be applied to the reconstruction, repair or replacement 
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of the damaged or destroyed portion of the Water System, except as described in the following 

paragraph.  The City shall begin such reconstruction, repair or replacement promptly after such damage 

or destruction shall occur, and shall continue and properly complete such reconstruction, repair or 

replacement as expeditiously as possible, and shall pay out of such Net Proceeds all costs and expenses 

in connection with such reconstruction, repair or replacement so that the same shall be completed and 

the Water System shall be free and clear of all claims and liens. 

If such Net Proceeds exceed the costs of such reconstruction, repair or replacement portion of 

the Water System and/or the cost of the construction of additions, betterments, extensions or 

improvements to the Water System, then the excess Net Proceeds shall be applied in part to the 

prepayment of Series 2020 Installment Payments as provided in Article VII and in part to such other 

fund or account as may be appropriate and used for the retirement of Bonds and Contracts in the same 

proportion which the aggregate unpaid principal balance of Series 2020 Installment Payments then 

bears to the aggregate unpaid principal amount of such Bonds and Contracts.  If such Net Proceeds are 

sufficient to enable the City to retire the entire obligation evidenced hereby prior to the final due date 

of the Series 2020 Installment Payments as well as the entire obligations evidenced by Bonds and 

Contracts then remaining unpaid prior to their final respective due dates, the City may elect not to 

reconstruct, repair or replace the damaged or destroyed portion of the Water System and/or not to 

construct other additions, betterments, extensions or improvements to the Water System; and thereupon 

such Net Proceeds shall be applied to the prepayment of Series 2020 Installment Payments as provided 

in Article VII and to the retirement of such Bonds and Contracts. 

(b) The City will procure and maintain such other insurance as it shall deem 

advisable or necessary to protect its interests and the interests of the 2020A Bond Owners, which 

insurance shall afford protection in such amounts and against such risks as are usually covered in 

connection with municipal water systems similar to the Water System. 

(c) Any insurance required to be maintained by paragraph (a) above and, if the 

City determines to procure and maintain insurance pursuant to paragraph (b) above, such insurance, 

may be maintained under a self-insurance program so long as such self-insurance is maintained in the 

amounts and manner usually maintained in connection with water systems similar to the Water System 

and is, in the opinion of the Risk Manager of the City or an accredited actuary, actuarially sound. 

Section 6.11. Accounting Records; Financial Statements and Other Reports. 

(a) The City will keep appropriate accounting records in which complete and 

correct entries shall be made of all transactions relating to the Water System, which records shall be 

available for inspection by the Authority and the Trustee at reasonable hours and under reasonable 

conditions. 

(b) The City will prepare and file with the Authority or its assignee, annually 

within two hundred seventy (270) days after the close of each Fiscal Year (commencing with the Fiscal 

Year ended June 30, 2020) financial statements of the City for the preceding Fiscal Year prepared in 

accordance with generally accepted accounting principles, together with an Accountant’s Report 

thereon.  The Trustee shall have no obligation to review any such financial statements. 

Section 6.12. Protection of Security and Rights of the Authority.  The City will preserve and 

protect the security hereof and the rights of the Authority to the Series 2020 Installment Payments 

hereunder and will warrant and defend such rights against all claims and demands of all persons. 
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Section 6.13. Payment of Taxes and Compliance with Governmental Regulations.  The City 

will pay and discharge all taxes, assessments and other governmental charges which may hereafter be 

lawfully imposed upon the Water System or any part thereof, or upon the Revenues when the same 

shall become due.  The City will duly observe and conform with all valid regulations and requirements 

of any governmental authority relative to the operation of the Water System, or any part thereof, but 

the City shall not be required to comply with any regulations or requirements so long as the validity or 

application thereof shall be contested in good faith. 

Section 6.14. Amount of Rates and Charges.   

(a) In any Fiscal Year in which the amount on deposit in the Rate Stabilization 

Fund, if established, on the first day of such Fiscal Year is less than the Series 2020 Installment 

Payments payable in such Fiscal Year, the City shall, to the fullest extent permitted by law, fix and 

prescribe, at the commencement of each Fiscal Year, rates and charges for the Water Service which 

are reasonably expected, at the commencement of each Fiscal Year, to be at least sufficient to yield 

during each Fiscal Year Net Revenues equal to one hundred twenty-five percent (125%) of the Debt 

Service for such Fiscal Year.  When calculated for purposes of this subsection, Net Revenues do not 

include amounts which are transferred from the Rate Stabilization Fund, if established, pursuant to 

Section 5.05 that are in excess of twenty-five percent (25%) of Debt Service for such Fiscal Year. 

(b) In any Fiscal Year in which the amount on deposit in the Rate Stabilization 

Fund on the first day of such Fiscal Year is at least equal to the Series 2020 Installment Payments 

payable in such Fiscal Year, to the fullest extent permitted by law, the City will fix and prescribe, at 

the commencement of each such Fiscal Year, rates and charges for the Water Service which are 

reasonably expected, at the commencement of such Fiscal Year, to be at least sufficient to yield during 

such Fiscal Year Net Revenues equal to one hundred percent (100%) of Debt Service for such Fiscal 

Year.  When calculated for purposes of this subsection, Net Revenues do not include any amounts 

which are transferred from the Rate Stabilization Fund, if established, pursuant to Section 5.05. 

(c) The City may make adjustments from time to time in such rates and charges 

and may make such classification thereof as it deems necessary, but shall not reduce the rates and 

charges then in effect unless the Net Revenues from such reduced rates and charges will at all times be 

sufficient to meet the requirements of this section.  To the extent that the covenant with respect to rates 

and charges in connection with any Bonds or Contracts differs from the foregoing covenant, the City 

shall also comply with the covenant with respect to rates and charges in connection with such Bonds 

or Contracts. 

Section 6.15. Collection of Rates and Charges.  Subject to State law and State executive 

orders, the City will have in effect at all times by-laws, rules and regulations requiring each customer 

to pay the rates and charges applicable to the Water Service to such customer’s land and providing for 

the billing thereof and for a due date and a delinquency date for each bill.  In each case where such bill 

remains unpaid in whole or in part after it becomes delinquent, the City may discontinue such service 

from the Water System and such service shall not thereafter be recommenced except in accordance 

with City by-laws or rules, regulations and the laws of the State of California governing such situations 

of delinquency. 

Section 6.16. Eminent Domain Proceeds.  If all or any part of the Water System shall be 

taken by eminent domain proceedings, the Net Proceeds thereof shall be applied as follows: 

Page 146 of 299 



 

17 
 

(a) If: (1) the City files with the Trustee a certificate showing: (i) the estimated loss 

of annual Net Revenues, if any, suffered or to be suffered by the City by reason of such eminent domain 

proceedings; (ii) a general description of the additions, betterments, extensions or improvements to the 

Water System that are proposed to be acquired and constructed by the City from such Net Proceeds; 

and (iii) an estimate of the additional annual Net Revenues to be derived from such additions, 

betterments, extensions or improvements; and (2) the City, on the basis of such certificate filed with 

the Trustee, determines that the estimated additional annual Net Revenues will sufficiently offset the 

estimated loss of annual Net Revenues resulting from such eminent domain proceedings so that the 

ability of the City to meet its obligations hereunder will not be substantially impaired (which 

determination shall be final and conclusive), then the City shall promptly proceed with the acquisition 

and construction of such additions, betterments, extensions or improvements substantially in 

accordance with such certificate and such Net Proceeds shall be applied for the payment of the costs 

of such acquisition and construction, and any balance of such Net Proceeds not required by the City 

for such purpose shall be deposited in the Revenue Fund. 

(b) If the foregoing conditions are not met, then such Net Proceeds shall be applied 

by the City in part to the prepayment of the Series 2020 Installment Payments to be applied toward 

redemption of 2020A Bonds as provided in the Indenture and in part to such other fund or account as 

may be appropriate and used for the retirement of Bonds and Contracts in the same proportion which 

the aggregate unpaid principal balance of 2020A Bonds then bears to the aggregate unpaid principal 

amount of such Bonds and Contracts. 

Section 6.17. Further Assurances.  The City will adopt, deliver, execute and make any and 

all further assurances, instruments and resolutions as may be reasonably necessary or proper to carry 

out the intention or to facilitate the performance hereof and for the better assuring and confirming unto 

the Authority of the rights and benefits provided to it herein. 

Section 6.18. Enforcement of Contracts.  So long as any of the 2020A Bonds are outstanding, 

the City will not voluntarily consent to or permit any rescission of, nor will it consent to any amendment 

to or otherwise take any action under or in connection with any contracts previously or hereafter 

entered into if such rescission or amendment would in any manner impair or adversely affect the ability 

of the City to pay principal of and interest on the 2020A Bonds. 

Section 6.19. Continued Existence of Authority.  The City and the Authority will take or 

cause to be taken all actions reasonably necessary to continue the Authority’s existence until such time 

as the 2020A Bonds are no longer Outstanding under the Indenture. 

ARTICLE VII 

 

PREPAYMENT OF SERIES 2020 INSTALLMENT PAYMENTS 

Section 7.01. Prepayment. 

(a) The City may or shall, as the case may be, prepay from Net Proceeds as 

provided herein the Series 2020 Installment Payments in whole, or in part, on any date in the order of 

payment date as directed by the City, at a prepayment price equal to the sum of the principal amount 

to be prepaid plus accrued interest thereon to the date of prepayment, without premium. 
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(b) The City may prepay the Series 2020 Installment Payments as a whole, or in 

part, on the Business Day prior to ____ 15, 20__ or any date thereafter in the order of payment date as 

directed by the City, at a prepayment price equal to the principal amount of the Series 2020 Installment 

Payments to be prepaid, together with accrued interest thereon to the date of prepayment, without 

premium. 

(c) Notwithstanding any such prepayment, the City shall not be relieved of its 

obligations hereunder, including its obligations under Article IV, until the Purchase Price shall have 

been fully paid (or provision for payment thereof shall have been provided to the written satisfaction 

of the Authority). 

Section 7.02. Method of Prepayment.  Before making any prepayment pursuant to 

Section 7.01, the City shall, within five (5) days following the event permitting the exercise of such 

right to prepay or creating such obligation to prepay, give written notice to the Authority and the 

Trustee describing such event and specifying the date on which the prepayment will be paid, which 

date shall be not less than forty-five (45) (or such shorter number of days as is acceptable to the Trustee) 

days from the date that such notice is given. 

ARTICLE VIII 

 

EVENTS OF DEFAULT AND REMEDIES OF THE AUTHORITY 

Section 8.01. Events of Default and Acceleration of Maturities.  If one or more of the 

following Events of Default shall happen: 

(a) if default shall be made by the City in the due and punctual payment of any 

Series 2020 Installment Payment or any Contract or Bond when and as the same shall become due and 

payable; 

(b) if default shall be made by the City in the performance of any of the agreements 

or covenants which are required herein to be performed by it, and such default shall have continued 

for a period of sixty (60) days after the City shall have been given notice in writing of such default by 

the Authority; provided, however, that if in the reasonable opinion of the City the default stated in the 

notice can be corrected, but not within such 60 day period, and corrective action is instituted by the 

City within such 60 day period and diligently pursued in good faith until the default is corrected, such 

default will not be an Event of Default under the Installment Purchase Agreement; provided, however, 

that such extension of the cure period shall not be longer than 180 days from the delivery date of such 

default notice;  

(c) if the City shall file a petition or answer seeking arrangement or reorganization 

under the federal bankruptcy laws or any other applicable law of the United States of America or any 

state therein, or if a court of competent jurisdiction shall approve a petition filed with or without the 

consent of the City seeking arrangement or reorganization under the federal bankruptcy laws or any 

other applicable law of the United States of America or any state therein, or if under the provisions of 

any other law for the relief or aid of debtors any court of competent jurisdiction shall assume custody 

or control of the City or of the whole or any substantial part of its property; or 

(d) if payment of the principal of any Contract or Bond is accelerated in accordance 

with its terms; 
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then and in each and every such case during the continuance of an Event of Default, the Authority 

shall, by notice in writing to the City, declare the entire principal amount of the unpaid Series 2020 

Installment Payments and the accrued interest thereon to be due and payable immediately, and upon 

any such declaration the same shall become immediately due and payable, anything contained herein 

to the contrary notwithstanding.  This section, however, is subject to the condition that if at any time 

after the entire principal amount of the unpaid Series 2020 Installment Payments and the accrued 

interest thereon shall have been so declared due and payable, but before any judgment or decree for 

the payment of the moneys due shall have been obtained or entered, the City shall deposit with the 

Authority an amount that is sufficient to pay the unpaid principal amount of the Series 2020 Installment 

Payments or the unpaid payment of any other Contract or Bond referred to in clause (a) above due 

prior to such declaration and the accrued interest thereon, with interest on such overdue installments, 

at the rate or rates applicable to the remaining unpaid principal balance of the Series 2020 Installment 

Payments or such Contract or Bond if paid in accordance with their terms, and the reasonable expenses 

of the Authority, and any and all other defaults known to the Authority (other than in the payment of 

the entire principal amount of the unpaid Series 2020 Installment Payments and the accrued interest 

thereon due and payable solely by reason of such declaration) shall have been made good or cured to 

the satisfaction of the Authority or provision deemed by the Authority to be adequate shall have been 

made therefor, then and in every such case the Authority, by written notice to the City, may rescind 

and annul such declaration and its consequences; but no such rescission and annulment shall extend to 

or shall affect any subsequent default or shall impair or exhaust any right or power consequent thereon. 

Section 8.02. Application of Funds Upon Acceleration.  Upon the date of the declaration of 

acceleration as provided in Section 8.01, all Revenues thereafter received by the City shall be applied 

in the following order: 

First, to the payment, without preference or priority, and in the event of any insufficiency of 

such Revenues ratably without any discrimination or preference, of the fees, costs and expenses of the 

Trustee and its assigns and thereafter to the Authority, as the case may be, in carrying out the provisions 

of this article, including reasonable compensation to their respective accountants and counsel; 

Second, to the payment of the Operation and Maintenance Costs; and 

Third, to the payment of the entire principal amount of the unpaid Series 2020 Installment 

Payments and the unpaid principal amount of all Bonds and Contracts and the accrued interest thereon, 

with interest on the overdue installments at the rate or rates of interest applicable to the Series 2020 

Installment Payments and such Bonds and Contracts if paid in accordance with their respective terms. 

Section 8.03. Other Remedies of the Authority.  The Authority shall have the right: 

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce 

its rights against the City or any director, officer or employee thereof, and to compel the City or any 

such director, officer or employee to perform and carry out its or his or her duties under the laws of the 

State of California and the agreements and covenants required to be performed by it or him or her 

contained herein; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the 

rights of the Authority; or 
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(c) by suit in equity upon the happening of an Event of Default to require the City 

and its directors, officers and employees to account as the trustee of an express trust. 

Notwithstanding anything contained herein, the Authority shall have no security interest in or 

mortgage on the 2020 Project, the 2010 Projects, the Water System or other assets of the City, and no 

default hereunder shall result in the loss of the 2020 Project, the 2010 Projects, the Water System or 

other assets of the City. 

Section 8.04. Non-Waiver.  Nothing in this article or in any other provision hereof shall affect 

or impair the obligation of the City, which is absolute and unconditional, to pay the Series 2020 

Installment Payments to the Authority at the respective due dates or upon prepayment from the Net 

Revenues, the Revenue Fund and the other funds herein pledged for such payment, or shall affect or 

impair the right of the Authority, which is also absolute and unconditional, to institute suit to enforce 

such payment by virtue of the contract embodied herein. 

A waiver of any default or breach of duty or contract by the Authority shall not affect any 

subsequent default or breach of duty or contract or impair any rights or remedies on any such 

subsequent default or breach of duty or contract.  No delay or omission by the Authority to exercise 

any right or remedy accruing upon any default or breach of duty or contract shall impair any such right 

or remedy or be construed to be a waiver of any such default or breach of duty or contract or an 

acquiescence therein, and every right or remedy that is conferred upon the Authority by the laws of the 

State of California or by this article may be enforced and exercised from time to time and as often as 

shall be deemed expedient by the Authority. 

If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned or 

determined adversely to the Authority, the City and the Authority shall be restored to their former 

positions, rights and remedies as if such action, proceeding or suit had not been brought or taken. 

Section 8.05. Remedies Not Exclusive.  No remedy that is conferred upon or reserved to the 

Authority herein is intended to be exclusive of any other remedy, and each such remedy shall be 

cumulative and shall be in addition to every other remedy given hereunder or now or hereafter existing 

in law or in equity or by statute or otherwise and may be exercised without exhausting and without 

regard to any other remedy conferred by the laws of the State of California or any other law. 

ARTICLE IX 

 

DISCHARGE OF OBLIGATIONS 

Section 9.01. Discharge of Obligations.  When: 

(a) all or any portion of the Series 2020 Installment Payments shall have become 

due and payable in accordance herewith or a written notice of the City to prepay all or any portion of 

the Series 2020 Installment Payments shall have been filed with the Trustee; and 

(b) there shall have been deposited with the Trustee at or prior to the Series 2020 

Installment Payment Date or dates specified for prepayment, in trust for the benefit of the Authority or 

its assigns and irrevocably appropriated and set aside to the payment of all or any portion of the Series 

2020 Installment Payments, sufficient moneys or a combination of sufficient moneys and non-callable 

Permitted Investments that are described in clause (A) of the definition thereof, the principal of and 
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interest on which Permitted Investments when due will provide money that is sufficient in the opinion 

of an Independent Certified Public Accountant to pay all principal, prepayment premium, if any, and 

interest of such Series 2020 Installment Payments to their respective Series 2020 Installment Payment 

Dates, as the case may be; and 

(c) provision shall have been made for paying all fees and expenses of the Trustee, 

then and in that event, the right, title and interest of the Authority herein and the obligations of the City 

hereunder shall, with respect to all or such portion of the Series 2020 Installment Payments as have 

been so provided for, thereupon cease, terminate, become void and be completely discharged and 

satisfied (except for the right of the Trustee and the obligation of the City to have such moneys and 

such Permitted Investments applied to the payment of such Series 2020 Installment Payments). 

In such event, upon request of the City, the Trustee shall cause an accounting for such period 

or periods as may be requested by the City to be prepared and filed with the City and shall execute and 

deliver to the City all such instruments prepared by or on behalf of the City and as may be necessary 

or desirable to evidence such total or partial discharge and satisfaction, as the case may be, and, in the 

event of a total discharge and satisfaction, the Trustee shall pay over to the City, after payment of all 

amounts due the Trustee pursuant to the Indenture, as an overpayment of Series 2020 Installment 

Payments, all such moneys or such Permitted Investments held by it pursuant hereto, other than such 

moneys and such Permitted Investments as are required for the payment or prepayment of the Series 

2020 Installment Payments, which moneys and Permitted Investments shall continue to be held by the 

Trustee in trust for the payment of the Series 2020 Installment Payments and shall be applied by the 

Trustee to the payment of the Series 2020 Installment Payments of the City. 

ARTICLE X 

 

MISCELLANEOUS 

Section 10.01. Liability Limited.  Notwithstanding anything contained herein, the City shall 

not be required to advance any moneys derived from any source of income other than the Revenues, 

the Revenue Fund and the other funds provided herein for the payment of amounts due hereunder or 

for the performance of any agreements or covenants that are required to be performed by it contained 

herein.  The City may, however, advance moneys for any such purpose so long as such moneys are 

derived from a source legally available for such purpose and may be legally used by the City for such 

purpose. 

The obligation of the City to make the Series 2020 Installment Payments is a special obligation 

of the City payable from the Net Revenues and does not constitute a debt of the City or of the State of 

California or of any political subdivision thereof in contravention of any constitutional or statutory 

debt limitation or restriction. 

Section 10.02. Benefits of Installment Purchase Agreement Limited to Parties.  Nothing 

contained herein, expressed or implied, is intended to give to any person other than the City or the 

Authority any right, remedy or claim under or pursuant hereto, and any agreement or covenant that is 

required herein to be performed by or on behalf of the City or the Authority shall be for the sole and 

exclusive benefit of the other party. 

Section 10.03. Successor Is Deemed Included in all References to Predecessor.  Whenever 

either the City or the Authority is named or referred to herein, such reference shall be deemed to include 
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the successor to the powers, duties and functions that are presently vested in the City or the Authority, 

and all agreements and covenants which are required hereby to be performed by or on behalf of the 

City or the Authority shall bind and inure to the benefit of the respective successors thereof whether 

so expressed or not. 

Section 10.04. Waiver of Personal Liability.  No member, officer or employee of the City shall 

be individually or personally liable for the payment of the Series 2020 Installment Payments, but 

nothing contained herein shall relieve any member, officer or employee of the City from the 

performance of any official duty provided by any applicable provisions of law or hereby. 

Section 10.05. Article and Section Headings, Gender and References.  The headings or titles 

of the several articles and sections hereof and the table of contents appended hereto shall be solely for 

convenience of reference and shall not affect the meaning, construction or effect hereof, and words of 

any gender shall be deemed and construed to include all genders.  All references herein to “Articles,” 

“Sections” and other subdivisions or clauses are to the corresponding articles, sections, subdivisions 

or clauses hereof and the words “hereby,” “herein,” “hereof,” “hereto,” “herewith” and other words of 

similar import refer to the Installment Purchase Agreement as a whole and not to any particular article, 

section, subdivision or clause hereof. 

Section 10.06. Partial Invalidity.  If any one or more of the agreements or covenants or 

portions thereof required hereby to be performed by or on the part of the City or the Authority shall be 

contrary to law, then such agreement or agreements, such covenant or covenants or such portions 

thereof shall be null and void and shall be deemed separable from the remaining agreements and 

covenants or portions thereof and shall in no way affect the validity hereof.  The City and the Authority 

hereby declare that they would have executed the Installment Purchase Agreement, and each and every 

other article, section, paragraph, subdivision, sentence, clause and phrase hereof irrespective of the fact 

that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases hereof 

or the application thereof to any person or circumstance may be held to be unconstitutional, 

unenforceable or invalid. 

Section 10.07. Assignment.  The Installment Purchase Agreement and any rights hereunder 

may be assigned by the Authority, as a whole or in part, without the necessity of obtaining the prior 

consent of the City.  In addition to the rights and remedies assigned by the Authority to the Trustee, to 

the extent that the Indenture and the Installment Purchase Agreement confer upon or give or grant to 

the Trustee any right, remedy or claim under or by reason of the Indenture or the Installment Purchase 

Agreement, the Trustee is hereby explicitly recognized as being a third party beneficiary hereunder 

and may enforce any such right, remedy or claim conferred given or granted. 

Section 10.08. Net Contract.  The Installment Purchase Agreement shall be deemed and 

construed to be a net contract, and the City shall pay absolutely net during the term hereof the Series 

2020 Installment Payments and all other payments required hereunder, free of any deductions and 

without abatement, diminution or set-off whatsoever. 

Section 10.09. California Law.  THE INSTALLMENT PURCHASE AGREEMENT SHALL 

BE CONSTRUED AND GOVERNED IN ACCORDANCE WITH THE LAWS OF THE STATE OF 

CALIFORNIA. 
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Section 10.10. Notices.  All written notices to be given hereunder shall be given by mail to the 

party entitled thereto at its address set forth below, or at such other address as such party may provide 

to the other party in writing from time to time, namely: 

If to the City: City of Garden Grove 

11222 Acacia Parkway 

Garden Grove, California 92840 

Attention:  City Manager 

If to the Authority: Garden Grove Public Financing Authority 

c/o City of Garden Grove 

11222 Acacia Parkway 

Garden Grove, California 92840 

Attention:  Secretary 

If to the Trustee: U.S. Bank National Association 

     633 West Fifth Street, 24th Floor  

Los Angeles, California 90071 

Attention: Corporate Trust 

 Reference: Garden Grove Water Revenue Bonds, Series 2020 

Section 10.11. Effective Date.  The Installment Purchase Agreement shall become effective 

upon its execution and delivery, and shall terminate when the Purchase Price shall have been fully paid 

(or provision for the payment thereof shall have been made to the written satisfaction of the Authority). 

Section 10.12. Execution in Counterparts.  The Installment Purchase Agreement may be 

executed in several counterparts, each of which shall be deemed an original, and all of which shall 

constitute but one and the same instrument. 

Section 10.13. Indemnification of Authority.  The City hereby agrees to indemnify and hold 

harmless the Authority and its assigns and its officers and directors if and to the extent permitted by 

law, from and against all claims, advances, damages and losses, including legal fees and expenses, 

arising out of or in connection with the acceptance or the performance of its duties hereunder and under 

the Indenture; provided that no indemnification will be made for willful misconduct, negligence or 

breach of an obligation hereunder or under the Indenture by the Authority. 

Section 10.14. Amendments Permitted. 

(a) This Installment Purchase Agreement and the rights and obligations of the 

Authority and the City and of the Owners of the 2020A Bonds and of the Trustee may be modified or 

amended at any time by an amendment hereto which shall become binding upon the written consents 

of the Owners of a majority in aggregate principal amount of the 2020A Bonds then Outstanding, 

exclusive of 2020A Bonds disqualified as provided in Section 11.09 of the Indenture.  No such 

modification or amendment may: (1) extend the fixed maturity of any 2020A Bonds, or reduce the 

amount of principal thereof or premium (if any) thereon, or extend the time of payment, or change the 

rate of interest or the method of computing the rate of interest thereon, or extend the time of payment 

of interest thereon, without the consent of the Owner of each 2020A Bond so affected; or (2) reduce 

the aforesaid percentage of 2020A Bonds the consent of the Owners of which is required to affect any 

such modification or amendment, or permit the creation of any lien on the Revenues and other assets 
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pledged under the Installment Purchase Agreement prior to or on a parity with the lien created by the 

Installment Purchase Agreement except as permitted herein, or deprive the Owners of the 2020A 

Bonds of the lien created by the Indenture on such Revenues and other assets except as permitted 

herein, without the consent of the Owners of all of the 2020A Bonds then Outstanding. 

(b) This Installment Purchase Agreement and the rights and obligations of the 

Authority and the City and of the Owners of the 2020A Bonds may also be modified or amended at 

any time by an amendment hereto which shall become binding upon adoption, without the consent of 

the Owners of any 2020A Bonds, but only to the extent permitted by law and only for any one or more 

of the following purposes: (1) to add to the covenants and agreements of the City contained in the 

Installment Purchase Agreement other covenants and agreements thereafter to be observed, to pledge 

or assign additional security for the 2020A Bonds (or any portion thereof), or to surrender any right or 

power herein reserved to or conferred upon the City; (2) to make such provisions for the purpose of 

curing any ambiguity, inconsistency or omission, or of curing or correcting any defective provision, 

contained in the Installment Purchase Agreement, or in regard to matters or questions arising under the 

Installment Purchase Agreement, as the City may deem necessary or desirable; and (3) to modify, 

amend or supplement the Installment Purchase Agreement in such manner as to cause interest on the 

2020A Bonds to remain excludable from gross income under the Code.  No amendment without 

consent of the Owners may modify any of the rights or obligations of the Trustee without the written 

consent thereto, and prior to so consenting, the Trustee shall be entitled to receive and rely on an 

opinion of counsel to the effect that such amendment complies with the terms hereof. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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IN WITNESS WHEREOF, the parties hereto have executed and attested this Installment 

Purchase Agreement by their officers thereunto duly authorized as of the day and year first written 

above. 

CITY OF GARDEN GROVE 

 By:   

  Mayor 

ATTEST: 

  

City Clerk 

GARDEN GROVE PUBLIC FINANCING 

AUTHORITY 

By:   

 Chair 

ATTEST: 

  

Secretary  
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EXHIBIT A 

DESCRIPTION OF THE 2020 PROJECT AND THE 2010 PROJECTS 

2020 Project 

(i) a study and structural evaluation of water facilities; (ii) water main replacements; (iii) rehabilitation 

and upgrade of Supervisory Control and Data Acquisition and other control systems; (iv) rehabilitation 

of storage reservoirs and booster pump stations; (v) evaluation and rehabilitation of existing wells 

and/or redevelopment of new well(s); and (vi) other improvements or additions to Water System 

facilities as may be identified in the City’s Capital Improvement Plan and other evaluations/studies 

from time to time. 

 

2010 Projects 

Rehabilitation of existing wells and new well construction, replacement of pump starters with variable 

frequency drives, replacement of natural gas engines with electric motors, various rehabilitation of 

booster pumps, roof repairs at underground water storage reservoirs, and higher capacity water main 

replacements at various priority locations; and certain other improvements or additions to the Water 

System as were identified in the City’s Capital Improvement Plan  
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EXHIBIT B 

PURCHASE PRICE 

1. The principal amount of payments to be made by the City hereunder is $_____. 

2. The Series 2020 Installment Payments of principal and interest are payable in the 

amounts and on the Series 2020 Installment Payment Dates as follows: 

Installment 

Payment Date 

(Business Day 

Prior to) 

Amount 

Attributable to 

Principal 

Amount 

Attributable to 

Interest 

Total Series 2020 

Installment 

Payment 

6/15/2021 $                       $      $      

12/15/2021      

6/15/2022      

12/15/2022      

6/15/2023      

12/15/2023      

6/15/2024      

12/15/2024      

6/15/2025      

12/15/2025      

6/15/2026      

12/15/2026      

6/15/2027      

12/15/2027      

6/15/2028      

12/15/2028      

6/15/2029      

12/15/2029      

6/15/2030      

12/15/2030      

6/15/2031      

12/15/2031      

6/15/2032      

12/15/2032      

6/15/2033      

12/15/2033      

6/15/2034      

12/15/2034      

6/15/2035      

12/15/2035      

6/15/2036      

12/15/2036      

6/15/2037      

12/15/2037      

6/15/2038      

12/15/2038      

6/15/2039      

12/15/2039      

6/15/2040      

12/15/2040      

6/15/2041      

12/15/2041      

Page 157 of 299 



 

B-2 
 

Installment 

Payment Date 

(Business Day 

Prior to) 

Amount 

Attributable to 

Principal 

Amount 

Attributable to 

Interest 

Total Series 2020 

Installment 

Payment 

6/15/2042      

12/15/2042      

6/15/2043      

12/15/2043      

6/15/2044      

12/15/2044      

6/15/2045      

12/15/2045      

6/15/2046      

12/15/2046      

6/15/2047      

12/15/2047      

6/15/2048      

12/15/2048      

6/15/2049      

12/15/2049      

6/15/2050                

TOTAL $_____ $ $ 
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EXHIBIT C 

FORM OF SUBSTITUTION STATEMENT 

Garden Grove Public Financing Authority 

c/o City of Garden Grove 

11222 Acacia Parkway 

Garden Grove, California 92840 

Attention:  Executive Director 

U.S. Bank National Association 

633 West Fifth Street, 24th Floor  

Los Angeles, California 90071 

Attention: Corporate Trust 

Reference: Garden Grove Water Revenue Bonds, Series 2020 

The undersigned City Manager of the City of Garden Grove (the “City”) hereby states pursuant 

to Section 3.02 of the Installment Purchase Agreement, dated as of November 1, 2020 (the “Installment 

Purchase Agreement”), by and between Garden Grove Public Financing Authority and the City, that 

each component of the 2020 Project (as such term is defined in the Installment Purchase Agreement) 

described in the first column of Exhibit A attached hereto, with an estimated cost set forth in the second 

column of Exhibit A, will be replaced by the corresponding improvement described in the third column 

of Exhibit A with an estimated cost set forth in the fourth column of Exhibit A. 

Dated:  _________ __, 20__ 

  

City Manager 
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EXHIBIT A 

Components of 

2020 Project to 

be Replaced 

Cost of Each 

Components of 

2020 Project 

to be Replaced 

Improvements 

to be 

Substituted 

Cost of Each 

Improvement 

to be 

Substituted 
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EXHIBIT D 

FORM OF REQUISITION FROM ACQUISITION FUND 

$_____ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

REQUISITION NO. __ FOR 

DISBURSEMENT FROM ACQUISITION FUND 

The undersigned hereby states and certifies: 

(i) that the undersigned is the duly appointed, qualified and acting City Manager of the 

City of Garden Grove, a municipal corporation that is organized and existing under the Constitution 

and laws of the State of California (the “City”), and as such, is familiar with the facts herein certified 

and is authorized to certify the same; 

(ii) that, pursuant to Section 3.06 of that certain Installment Purchase Agreement, dated as 

of November 1, 2020 (the “Installment Purchase Agreement”), by and between the Garden Grove 

Public Financing Authority and the City, the undersigned hereby requests U.S. Bank National 

Association, as trustee for the above-captioned obligations, to disburse this date the following amounts 

from the Acquisition Fund established under the Indenture relating to the above-captioned obligations, 

to the payees designated on the attached Exhibit A; 

(iii) that each obligation mentioned herein has been incurred by the City and is a proper 

charge against the Acquisition Fund; 

(iv) that any approval required under the California Environmental Quality Act, as 

amended (Division 13 of the California Public Resources Code), prior to the expenditure of such 

amount for the purpose set forth on the attached Exhibit A has been received and is final; and 

(v) that there has not been filed with or served upon the City notice of any lien, right to 

lien or attachment upon, or claim affecting the right to receive payment of, any of the moneys payable 

to any of the payees named on the attached Exhibit A, which has not been released or will not be 

released simultaneously with the payment of such obligation, other than materialmen’s or mechanics’ 

liens accruing by mere operation of law. 

Dated:    , 20__ 

CITY OF GARDEN GROVE 

By:   

City Manager 

Page 161 of 299 



 

D-2 
 

EXHIBIT A 

ACQUISITION FUND DISBURSEMENTS 

Item 

Number Payee Name and Address Purpose of Obligation Amount 
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CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement, dated as of November 1, 2020 (the “Disclosure 

Agreement”) is executed and delivered by the City of Garden Grove (the “Obligor”) and Applied Best 

Practices LLC as dissemination agent (the “Dissemination Agent”), in connection with the issuance 

of the Garden Grove Public Financing Authority Water Revenue Bonds, Series 2020A (the “Bonds”).  

The Bonds are being issued pursuant to an Indenture of Trust, dated as of November 1, 2020 (the 

“Bond Indenture”), by and between the Garden Grove Public Financing Authority and U.S. Bank 

National Association, as trustee.  The Obligor and the Dissemination Agent covenant as follows: 

SECTION 1. Purpose of the Disclosure Agreement.  This Disclosure Agreement is being 

executed and delivered by the Obligor and the Dissemination Agent, for the benefit of the Owners and 

Beneficial Owners of the Bonds and in order to assist the Underwriter in complying with the Rule. 

SECTION 2. Definitions.  In addition to the definitions set forth in the Bond Indenture, 

which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this 

Section, the following capitalized terms shall have the following meanings: 

“Annual Report” shall mean any report provided by the Obligor pursuant to, and as described 

in, Sections 3 and 4 of this Disclosure Agreement. 

“Beneficial Owner” shall mean any person which: (a) has the power, directly or indirectly, to 

vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding 

Bonds through nominees, depositories or other intermediaries); or (b) is treated as the owner of any 

Bonds for federal income tax purposes. 

“Disclosure Representative” shall mean the City Manager or the Director of Finance of the 

Obligor, or the designee thereof, or such other officer or employee as the Obligor shall designate in 

writing to the Dissemination Agent from time to time. 

“Dissemination Agent” shall mean, initially, Applied Best Practices LLC, or any successor 

Dissemination Agent designated in writing by the Obligor and which has filed with the then current 

Dissemination Agent a written acceptance of such designation. 

“Financial Obligation” shall mean a: (A) debt obligation; (B) derivative instrument entered 

into in connection with, or pledged as security or a source of payment for, an existing or planned debt 

obligation; or (C) guarantee of (A) or (B).  The term “Financial Obligation” shall not include municipal 

securities as to which a final official statement has been provided to the Municipal Securities 

Rulemaking Board consistent with the Rule. 

“Fiscal Year” shall mean the period from July 1 to June 30, or any other period selected by 

the Obligor as its fiscal year. 

“Listed Events” shall mean any of the events listed in Section 5(a) and (b) of this Disclosure 

Agreement. 

“MSRB” shall mean the Municipal Securities Rulemaking Board, which has been designated 

by the Securities and Exchange Commission as the sole repository of disclosure information for 

purposes of the Rule, or any other repository of disclosure information that may be designated by the 

Securities and Exchange Commission as such for purposes of the Rule in the future. 
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“Official Statement” shall mean the Official Statement relating to the Bonds, dated October 

__, 2020. 

“Rule” shall mean Rule 15c2-12 adopted by the Securities and Exchange Commission under 

the Securities Exchange Act of 1934, as the same may be amended from time to time. 

“State” shall mean the State of California. 

“Underwriter” shall mean the original underwriters of the Bonds that are required to comply 

with the Rule in connection with the offering of the Bonds. 

SECTION 3. Provision of Annual Reports. 

(a) The Obligor shall, or shall cause the Dissemination Agent by written 

direction to such Dissemination Agent to, upon delivery of the Annual Report to the 

Dissemination Agent (if other than the Obligor), not later than March 31 of each year, 

commencing March 31, 2021, provide to the MSRB an Annual Report that is consistent 

with the requirements of Section 4 of this Disclosure Agreement (provided that the first 

Annual Report may consist solely of the Official Statement).  The Annual Report may be 

submitted as a single document or as separate documents comprising a package, and may 

cross-reference other information as provided in Section 4 of this Disclosure Agreement; 

provided that the audited financial statements of the Obligor may be submitted separately 

from the balance of the Annual Report and later than the date required above for the filing 

of the Annual Report if they are not available by that date.  If the Obligor’s Fiscal Year 

changes, it shall give notice of such change to the Dissemination Agent and the Obligor 

shall, or shall cause the Dissemination Agent, by written direction to such Dissemination 

Agent, to give notice of such change in the same manner as for a Listed Event under 

Section 5(a). 

(b) Not later than fifteen (15) business days prior to each March 31, the 

Obligor shall provide the Annual Report to the Dissemination Agent (if other than the 

Obligor).  The Obligor shall provide a written certification with each Annual Report 

furnished to the Dissemination Agent to the effect that such Annual Report constitutes the 

Annual Report required to be furnished by it hereunder.  The Dissemination Agent may 

conclusively rely upon such certification of the Obligor and shall have no duty or obligation 

to review such Annual Report.  If: (i) the Obligor is acting as Dissemination Agent and an 

Annual Report has not been provided to the MSRB by the date required in subsection (a); 

or (ii) if the Dissemination Agent is other than the Obligor and is unable to verify that an 

Annual Report has been provided to the MSRB by the date required in subsection (a), then 

the Obligor or the Dissemination Agent (if other than the Obligor), as applicable, shall send 

a notice to the MSRB in a timely manner in substantially the form prescribed by the MSRB. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to March 31 the then-

applicable rules and electronic format prescribed by the MSRB for the filing of 

annual continuing disclosure reports; and 

(ii) if the Dissemination Agent is other than the 

Obligor, promptly after receipt of the Annual Report, file a report with the 
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Obligor certifying that the Annual Report has been filed with the MSRB 

pursuant to this Disclosure Agreement, and stating, to the extent that it can 

confirm such filing of the Annual Report, the date that it was filed. 

SECTION 4. Content of Annual Reports.  The Obligor’s Annual Report shall contain or 

include by reference the following: 

(a) The audited financial statements of the Obligor for the prior Fiscal 

Year, prepared in accordance with generally accepted accounting principles as 

promulgated to apply to governmental entities from time to time by the Governmental 

Accounting Standards Board.  If the Obligor’s audited financial statements are not 

available by the time the Annual Report is required to be filed pursuant to Section 3(a), the 

Annual Report shall contain unaudited financial statements in a format similar to the 

financial statements contained in the final Official Statement, and the audited financial 

statements shall be filed in the same manner as the Annual Report when they come 

available. 

(b) To the extent not contained in the audited financial statements filed 

pursuant to subsection (a):  

(i) The principal amount of Bonds outstanding as 

of the December 31 preceding the Annual Report Date. 

(ii) An update of the information for the prior 

Fiscal Year in substantially the form set forth in the following tables in the 

Official Statement under the caption “THE WATER SYSTEM”: 

1. Historical Water Sources in Acre Feet; 

2. Historical Water Deliveries in Acre Feet; 

3. Historical Water System Connections; 

4. Historical Water System Sales Revenues; and 

5. Ten Largest Water System Customers. 

(iii) A description of changes to Water System rates 

and charges since the date of the prior Annual Report, or, for the first Annual 

Report, since the date of the Official Statement. 

(iv) An update of the information for the prior 

Fiscal Year in substantially the form set forth in the following table in the 

Official Statement under the caption “WATER SYSTEM FINANCIAL 

INFORMATION”:  

1. Historical Water System Operating Results. 

In addition to any of the information expressly required to be provided under paragraphs (i) 

through (iv) of this Section, the Obligor shall provide such further information, if any, as may be 
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necessary to make the specifically required statements, in the light of the circumstances under which 

they are made, not misleading. 

(c) Any or all of the items listed above may be included by specific 

reference to other documents, including official statements for debt issues of the Obligor 

or related public entities, which have been submitted to the MSRB or the Securities and 

Exchange Commission.  If the document included by reference is a final official statement, 

it must be available from the MSRB.  The Obligor shall clearly identify each such other 

document so included by reference.  

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Obligor shall give, or 

cause to be given, notice of the occurrence of any of the following events with respect to 

the Bonds in a timely manner not more than ten (10) Business Days after the event: 

(i) Principal and interest payment delinquencies. 

(ii) Unscheduled draws on debt service reserves reflecting financial 

difficulties. 

(iii) Unscheduled draws on credit enhancements reflecting financial 

difficulties. 

(iv) Substitution of credit or liquidity providers, or their failure to perform. 

(v) Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability or Notices of Proposed Issue (IRS Form 5701 TEB). 

(vi) Tender offers. 

(vii) Defeasances. 

(viii) Rating changes. 

(ix) Bankruptcy, insolvency, receivership or similar proceedings. 

Note:  For the purposes of the event identified in subparagraph (ix), the event is considered to 

occur when any of the following occur: the appointment of a receiver, fiscal agent or similar officer 

for an obligated person in a proceeding under the U.S. Bankruptcy Code or in any other proceeding 

under state or federal law in which a court or governmental authority has assumed jurisdiction over 

substantially all of the assets or business of the obligated person, or if such jurisdiction has been 

assumed by leaving the existing governmental body and officials or officers in possession but subject 

to the supervision and orders of a court or governmental authority, or the entry of an order confirming 

a plan of reorganization, arrangement or liquidation by a court or governmental authority having 

supervision or jurisdiction over substantially all of the assets or business of the obligated person. 

(x) Default, event of acceleration, termination event, modification of terms 

or other similar events under the terms of a Financial Obligation of the Obligor, any of which reflect 

financial difficulties. 
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(b) Pursuant to the provisions of this Section 5, the Obligor shall give, or 

cause to be given, notice of the occurrence of any of the following events with respect to 

the Bonds, if material, in a timely manner not more than ten (10) Business Days after 

occurrence: 

(i) Unless described in Section 5(a)(v), other notices or determinations by 

the Internal Revenue Service with respect to the tax status of the Bonds or other events affecting the 

tax status of the Bonds. 

(ii) Modifications to the rights of Bondholders. 

(iii) Optional, unscheduled or contingent Bond calls. 

(iv) Release, substitution or sale of property securing repayment of the 

Bonds. 

(v) Non-payment related defaults. 

(vi) The consummation of a merger, consolidation or acquisition involving 

the Obligor or the sale of all or substantially all of the assets of the Obligor, other than in the ordinary 

course of business, the entry into a definitive agreement to undertake such an action or the termination 

of a definitive agreement relating to any such actions, other than pursuant to its terms. 

(vii) Appointment of a successor or additional trustee or the change of the 

name of a trustee. 

(viii) Incurrence of a Financial Obligation of the Obligor, or agreement to 

covenants, events of default, remedies, priority rights, or other similar terms of a Financial Obligation 

of the Obligor, any of which affect security holders. 

(c) If the Obligor determines that knowledge of the occurrence of a Listed 

Event under subsection (b) would be material under applicable federal securities laws, and 

if the Dissemination Agent is other than the Obligor, the Obligor shall promptly notify the 

Dissemination Agent in writing.  Such notice shall instruct the Dissemination Agent to file 

a notice of such occurrence with the MSRB in an electronic format as prescribed by the 

MSRB in a timely manner not more than ten (10) Business Days after the event.  

Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(vii) 

and (b)(iii) need not be given under this subsection any earlier than the notice (if any) of 

the underlying event is given to Owners of affected Bonds pursuant to the Bond Indenture.  

In each case of the Listed Event, the Dissemination Agent shall not be obligated to file a 

notice as required in this subsection (c) prior to the occurrence of such Listed Event. 

(d) If the Obligor determines that a Listed Event under subsection (b) 

would not be material under applicable federal securities laws and if the Dissemination 

Agent is other than the Obligor, the Obligor shall so notify the Dissemination Agent in 

writing and instruct the Dissemination Agent not to report the occurrence. 

(e) The Obligor hereby agrees that the undertaking set forth in this 

Disclosure Agreement is the responsibility of the Obligor and, if the Dissemination Agent 

is other than the Obligor, the Dissemination Agent shall not be responsible for determining 
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whether the Obligor’s instructions to the Dissemination Agent under this Section 5 comply 

with the requirements of the Rule. 

SECTION 6. Termination of Reporting Obligation.  The obligations of the Obligor and the 

Dissemination Agent under this Disclosure Agreement shall terminate upon the legal defeasance, prior 

redemption or payment in full of all of the Bonds.  If such termination occurs prior to the final maturity 

of the Bonds, the Obligor shall give notice of such termination in the same manner as for a Listed 

Event under Section 5(a). 

SECTION 7. Dissemination Agent.  The Obligor may, from time to time, appoint or engage 

a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and 

may discharge any such Dissemination Agent, with or without appointing a successor Dissemination 

Agent.  The Dissemination Agent shall not be responsible in any manner for the form or content of any 

notice or report prepared by the Obligor pursuant to this Disclosure Agreement.  The Dissemination 

Agent may resign by providing thirty days’ written notice to the Obligor and the Trustee.  The 

Dissemination Agent shall not be responsible for the content of any report or notice prepared by the 

Obligor and shall have no duty to review any information provided to it by the Obligor.  The 

Dissemination Agent shall have no duty to prepare any information report, nor shall the Dissemination 

Agent be responsible for filing any report not provided to it by the Obligor in a timely manner and in 

a form suitable for filing. 

SECTION 8. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 

Agreement, the Obligor may amend this Disclosure Agreement, and any provision of this Disclosure 

Agreement may be waived, provided that, in the opinion of nationally recognized bond counsel, such 

amendment or waiver is permitted by the Rule, and provided further that the Dissemination Agent shall 

have first consented to any amendment that modifies or increases its duties or obligations hereunder.  

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Obligor 

shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 

explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a 

change of accounting principles, on the presentation) of financial information or operating data being 

presented by the Obligor.  In addition, if the amendment relates to the accounting principles to be 

followed in preparing financial statements: (a) notice of such change shall be given in the same manner 

as for a Listed Event under Section 5(a); and (b) the Annual Report for the year in which the change is 

made shall present a comparison (in narrative form and also, if feasible, in quantitative form) between 

the financial statements as prepared on the basis of the new accounting principles and those prepared 

on the basis of the former accounting principles. 

SECTION 9. Additional Information.  Nothing in this Disclosure Agreement shall be 

deemed to prevent the Obligor from disseminating any other information, using the means of 

dissemination set forth in this Disclosure Agreement or any other means of communication, or 

including any other information in any Annual Report or notice of occurrence of a Listed Event, in 

addition to that which is required by this Disclosure Agreement.  If the Obligor chooses to include any 

information in any Annual Report or notice of occurrence of a Listed Event in addition to that which 

is specifically required by this Disclosure Agreement, the Obligor shall have no obligation under this 

Disclosure Agreement to update such information or to include it in any future Annual Report or notice 

of occurrence of a Listed Event. 

SECTION 10. Default.  In the event of a failure by the Obligor or the Dissemination Agent to 

comply with any provision of this Disclosure Agreement, any Owner or Beneficial Owner of the Bonds 

may take such actions as may be necessary and appropriate, including seeking mandate or specific 
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performance by court order, to cause the Obligor to comply with its obligations under this Disclosure 

Agreement.  A default under this Disclosure Agreement shall not be deemed an Event of Default under 

the Bond Indenture, and the sole remedy under this Disclosure Agreement in the event of any failure 

of the Obligor or the Dissemination Agent to comply with this Disclosure Agreement shall be an action 

to compel performance. 

No Owner or Beneficial Owner may institute such action, suit or proceeding to compel 

performance unless they shall have first delivered to the Obligor satisfactory written evidence of their 

status as such, and a written notice of and request to cure such failure, and the Obligor shall have 

refused to comply therewith within a reasonable time. 

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination 

Agent shall have only such duties as are specifically set forth in this Disclosure Agreement, and the 

Obligor agrees, to the extent permitted by law, to indemnify and save the Dissemination Agent, its 

officers, directors, employees and agents, harmless against any loss, expense and liabilities which it 

may incur arising out of or in the exercise or performance of its powers and duties hereunder, including 

the costs and expenses (including attorney’s fees) of defending against any claim of liability, but 

excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct.  The 

Dissemination Agent shall be paid compensation by the Obligor for its services provided hereunder in 

accordance with its schedule of fees as amended from time to time and all expenses, legal fees and 

advances made or incurred by the Dissemination Agent in the performance of its duties hereunder.  In 

performing its duties hereunder, the Dissemination Agent shall not be deemed to be acting in any 

fiduciary capacity for the Obligor, the Owners, or any other party.  The Dissemination Agent shall be 

entitled to the protections and limitations afforded to the Trustee under the Bond Indenture.  The 

obligations of the Obligor under this Section shall survive resignation or removal of the Dissemination 

Agent and payment of the Bonds. 

SECTION 12. Notices.  Any notices or communications to or among any of the parties to this 

Disclosure Agreement may be given to the Dissemination Agent (if other than the Obligor) and to the 

Obligor as follows: 

Disclosure Representative: City of Garden Grove 

City Manager 

11222 Acacia Parkway 

 Garden Grove, California 92840 

Dissemination Agent: Applied Best Practices LLC 

19900 MacArthur Blvd #1100 

Irvine, California 92612  

SECTION 13. Beneficiaries.  This Disclosure Agreement inures solely to the benefit of the 

Obligor, the Dissemination Agent, the Underwriter and the Owners and Beneficial Owners from time 

to time of the Bonds, and shall create no rights in any other person or entity. 

SECTION 14. Signature.  This Disclosure Agreement has been executed by the undersigned 

on the date hereof, and such signature binds the Obligor to the undertaking herein provided. 

CITY OF GARDEN GROVE 
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By:   

Its: City Manager 

FIELDMAN, ROLAPP & ASSOCIATES, INC., DBA 

APPLIED BEST PRACTICES LLC, as Dissemination 

Agent 

By:   

Its: Authorized Officer 

 

 

Page 170 of 299 



Stradling Yocca Carlson & Rauth 

Draft of 9/21/20 

 
 

ESCROW AGREEMENT (2010 BONDS) 

THIS ESCROW AGREEMENT (2010 BONDS), dated as of November 1, 2020 (the 

“Agreement”), and entered into by and among the City of Garden Grove (the “Agency”), the Garden 

Grove Public Financing Authority (the “Authority”) and U.S. Bank National Association, as escrow 

agent (the “Escrow Agent”) and as Prior Trustee (as such term is defined herein), is entered into in 

accordance with: (i) resolutions of the Agency and the Authority adopted on October 13, 2020; and 

(ii) an Indenture of Trust, dated as of May 1, 2010 (the “2010 Indenture”), by and between the Agency 

and U.S. Bank National Association as trustee (the “Prior Trustee”), relating to the Authority’s Water 

Revenue Bonds, Series 2010A (Tax-Exempt) (the “2010A Bonds”), Series 2010B (Federally Taxable 

Direct Pay Build America Bonds) (“2010B Bonds”) and Series 2010C (Federally Taxable Recovery 

Zone Economic Development Bonds) (the “2010C Bonds” and, together with the 2010A Bonds and 

the 2010B Bonds, the “Refunded Obligations”).  This Agreement is entered into to refund all of the 

outstanding Refunded Obligations. 

RECITALS 

A. Pursuant to the 2010 Indenture, the Authority previously issued: (i) the 2010A Bonds 

in the aggregate principal amount of $9,305,000, of which $3,310,000 is currently outstanding; (ii) the 

2010B Bonds in the aggregate principal amount of $4,125,000, all of which is currently outstanding; 

and (iii) the 2010C Bonds in the aggregate principal amount of $3,195,000, all of which is currently 

outstanding. 

B. The Authority has determined to issue its Water Revenue Bonds, Series 2020A (the 

“2020A Bonds”), a portion of the proceeds of which will be applied to pay, on December 15, 2020 

(the “Redemption Date”) the principal of the Refunded Obligations maturing on and after the 

Redemption Date, plus interest thereon accrued to the Redemption Date, without premium (the 

“Redemption Price”). 

C. The Authority and the Agency will irrevocably deposit moneys with the Escrow Agent, 

which moneys will be used to purchase the securities that are described on Schedule A (the “Federal 

Securities”) (as permitted by, in the manner prescribed by and all in accordance with the 2010 

Indenture).  Such Federal Securities satisfy the criteria that are set forth in Section 10.03 of the 2010 

Indenture, and the principal of and interest on such Federal Securities when paid, together with other 

moneys contributed by the Agency and the Authority, will provide funds which will be fully sufficient 

to pay and discharge the Refunded Obligations. 

AGREEMENT 

SECTION 1. Deposit of Moneys.  The Authority will cause U.S. Bank National Association, 

as trustee for the 2020A Bonds, to transfer to the Escrow Agent, on the date of issuance of the 2020A 

Bonds: (a) a portion of the proceeds of the 2020A Bonds in the amount of $_____ for deposit in the 

2010A Bonds Escrow Account established hereunder; (b) a portion of the proceeds of the 2020A Bonds 

in the amount of $______ for deposit in the 2010B Bonds Escrow Account established hereunder; and 

(c) a portion of the proceeds of the 2020A Bonds in the amount of $_____ for deposit in the 2010C 

Bonds Escrow Account established hereunder. 
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The Authority also hereby directs the Prior Trustee to transfer to the Escrow Agent, on the date 

of issuance of the 2020A Bonds: (i) $____ held in the funds and accounts relating to the 2010A Bonds 

for deposit in the 2010A Bonds Escrow Account; $____ held in the funds and accounts relating to the 

2010B Bonds for deposit in the 2010B Bonds Escrow Account; and (iii) $_____ held in the funds and 

accounts relating to the 2010C Bonds for deposit in the 2010C Bonds Escrow Account.   

The Escrow Agent will hold such amounts in an irrevocable escrow separate and apart from 

other funds of the Agency, the Authority and the Escrow Agent in separate accounts hereby created 

and established to be known as the “2010A Bonds Escrow Account,” the “2010B Bonds Escrow 

Account” and the “2010C Bonds Escrow Account.”  The 2010A Bonds Escrow Account, the 2010B 

Bonds Escrow Account and the 2010C Bonds Escrow Account constitute accounts within the “Escrow 

Fund,” which is hereby created and established.  Moneys in the Escrow Fund shall be applied solely 

as provided in this Agreement.  The Agency represents that the sum of the amounts set forth above is 

at least equal to an amount that is sufficient to purchase the Federal Securities listed on Schedule A, 

and to hold $___ uninvested as cash. 

SECTION 2. Investment of Moneys.  The Escrow Agent acknowledges receipt of the 

moneys described in Section 1 and agrees immediately to invest $_____ of such moneys in the Federal 

Securities listed on Schedule A and to deposit such Federal Securities in the Escrow Fund.  The Escrow 

Agent shall be entitled to rely upon the conclusion of Causey Demgen & Moore P.C., Denver, Colorado 

(the “Verification Agent”) that the Federal Securities listed on Schedule A mature and bear interest 

that is payable in such amounts and at such times as, together with cash on deposit in the Escrow Fund, 

will be sufficient to pay, on the Redemption Date, the applicable Redemption Prices of the respective 

series of outstanding Refunded Obligations maturing after the Redemption Date. 

SECTION 3. Investment of Any Remaining Moneys.  At the written direction of the Agency, 

together with an unqualified opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, 

to the effect that reinvestment is permitted under the legal documents in effect with respect to the 

Refunded Obligations and will not have an adverse effect on the tax status of the Refunded Obligations, 

the Escrow Agent shall reinvest any other amount of principal and interest, or any portion thereof, 

received from the Federal Securities prior to the date on which such payment is required for the 

purposes set forth herein, in noncallable Federal Securities maturing not later than the date on which 

such payment or portion thereof is required for the purposes set forth in Section 5, as verified in a 

report prepared by an independent certified public accountant or firm of certified public accountants 

of favorable national reputation experienced in the refunding of obligations of political subdivisions to 

the effect that the reinvestment described in said report will not adversely affect the sufficiency of the 

amounts of securities, investments and money in the Escrow Fund to pay, on the Redemption Date, the 

applicable Redemption Prices of the outstanding respective series of Refunded Obligations maturing 

after the Redemption Date.  Any interest income resulting from investment or reinvestment of moneys 

pursuant to this Section 3 which are not required for the purposes set forth in Section 5, as verified in 

the letter of the Verification Agent originally obtained by the Agency with respect to the refunding of 

the Refunded Obligations or in any other report prepared by an independent certified public accountant 

or firm of certified public accountants of favorable national reputation experienced in the refunding of 

obligations of political subdivisions, shall be paid to the Agency promptly upon the receipt of such 

interest income by the Escrow Agent. 

SECTION 4. Substitution of Securities.  Upon the written request of the Agency, and subject 

to the conditions and limitations that are set forth herein and applicable governmental rules and 

regulations, the Escrow Agent shall sell, redeem or otherwise dispose of Federal Securities purchased 
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in accordance with Section 3, provided that there are substituted therefor from the proceeds thereof 

other Federal Securities, but only after the Agency has obtained and delivered to the Escrow Agent: (i) 

an unqualified opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, to the effect 

that the substitution of securities is permitted under the legal documents in effect with respect to the 

Refunded Obligations and will not have an adverse effect on the tax status of the Refunded Obligations; 

and (ii) a report by a firm of independent certified public accountants to the effect that the reinvestment 

described in said report will not adversely affect the sufficiency of the amounts of securities, 

investments and money in the Escrow Fund to pay, on the Redemption Date, the applicable 

Redemption Prices of the outstanding respective series of Refunded Obligations maturing after the 

Redemption Date.  The Escrow Agent shall not be liable or responsible for any loss resulting from any 

reinvestment made pursuant to this Agreement and in full compliance with the provisions hereof. 

SECTION 5. Payment of Refunded Obligations. 

(a) Payment.  From the maturing principal of the Federal Securities and the 

investment income and other earnings thereon and other moneys on deposit in the Escrow Fund, the 

Escrow Agent shall transfer to the Prior Trustee for the Prior Trustee to pay, on the Redemption Date, 

the applicable Redemption Prices of the respective series of Refunded Obligations maturing on and 

after the Redemption Date, as indicated on Schedule A. 

(b) Irrevocable Instructions to Provide Notice.  The notice of redemption of the 

Refunded Obligations that is required to be mailed pursuant to Section 4.03 of the 2010 Indenture is 

substantially in the form that is attached hereto as Exhibit A.  The notice of defeasance of the Refunded 

Obligations that is required to be mailed pursuant to Article X of the 2010 Indenture is substantially in 

the form that is attached hereto as Exhibit B.  The Agency and the Authority instruct the Prior Trustee 

to deliver a notice of redemption of the Refunded Obligations in accordance with Section 4.03 of the 

2010 Indenture (including to The Depository Trust Company) and a notice of defeasance of the 

Refunded Obligations on the date of issuance of the 2020A Bonds.   

(c) Unclaimed Moneys.  Any moneys in the Escrow Fund which remain unclaimed 

after the Redemption Date shall be repaid by the Escrow Agent to the Agency. 

(d) Priority of Payments.  The owners of the applicable series of Refunded 

Obligations shall have a first and exclusive lien on all moneys and securities in the respective accounts 

of the Escrow Fund until such moneys and such securities are used and applied as provided in this 

Agreement. 

(e) Termination of Obligation.  Upon the deposits into the Escrow Fund as 

described herein: (i) the Refunded Obligations shall cease to be entitled to any benefit or security under 

the 2010 Indenture, and the Owners of said Refunded Obligations shall have no rights in respect thereof 

except to receive payment of the Redemption Price thereof; (ii) the 2010 Indenture and the pledge of 

Pledged Revenues and other assets made thereunder and all covenants, agreements and other 

obligations of the Authority thereunder shall cease, terminate, become void and be completely 

discharged and satisfied; (iii) all liability of the Authority in respect of such Refunded Obligations shall 

cease, terminate and be completely discharged, and the Owners thereof shall thereafter be entitled only 

to payment out of such money or securities deposited with the Prior Trustee as aforesaid for their 

payment, subject however, to the provisions of the 2010 Indenture; and (iv) the right, title and interest 

of the Authority in the Installment Purchase Agreement (as such term is defined in the 2010 Indenture) 

and the obligations of the City thereunder will, with respect to all or such portion of the Series 2010 
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Installment Payments as have been so provided for, thereupon cease, terminate, become void and be 

completely discharged and satisfied (except for the right of the Trustee and the obligation of the City 

to have such moneys and such Federal Securities applied to the payment of such Series 2010 

Installment Payments). 

SECTION 6. Application of Certain Terms of the 2010 Indenture.  All of the terms of the 

2010 Indenture relating to the making of payments of principal of and interest on the respective series 

of Refunded Obligations and relating to the exchange or transfer of the respective series of Refunded 

Obligations are incorporated in this Agreement as if set forth in full herein.  The procedures set forth 

in Article VIII of the 2010 Indenture relating to the resignation and removal and merger of the Prior 

Trustee are also incorporated in this Agreement as if set forth in full herein and shall be the procedures 

to be followed with respect to any resignation or removal of the Escrow Agent hereunder. 

SECTION 7. Performance of Duties.  The Escrow Agent agrees to perform only the duties 

that are set forth herein and shall have no responsibility to take any action or omit to take any action 

that is not set forth herein. 

SECTION 8. Escrow Agent’s Authority to Make Investments.  Except as provided in 

Sections 2, 3 and 4 hereof, the Escrow Agent shall have no power or duty to invest any funds that are 

held hereunder or to sell, transfer or otherwise dispose of the moneys or securities that are held 

hereunder. 

SECTION 9. Indemnity.  The Agency hereby assumes liability for, and hereby agrees 

(whether or not any of the transactions contemplated hereby are consummated) to indemnify, protect, 

save and keep harmless the Escrow Agent and its respective successors, assigns, agents, employees 

and servants, from and against any and all liabilities, obligations, losses, damages, penalties, claims, 

actions, suits, costs, expenses and disbursements (including reasonable legal fees and disbursements) 

of whatsoever kind and nature which may be imposed on, incurred by or asserted against the Escrow 

Agent at any time (whether or not also indemnified against the same by the Agency or any other person 

under any other agreement or instrument, but without double indemnity) in any way relating to or 

arising out of the execution, delivery and performance of this Agreement, the establishment hereunder 

of the Escrow Fund, the acceptance of the funds and securities deposited therein, the retention of the 

proceeds thereof and any payment, transfer or other application of moneys or securities by the Escrow 

Agent in accordance with the provisions of this Agreement; provided, however, that the Agency shall 

not be required to indemnify the Escrow Agent against the Escrow Agent’s own negligence or willful 

misconduct or the negligence or willful misconduct of the Escrow Agent’s respective employees.  In 

no event shall the Agency or the Escrow Agent be liable to any person by reason of the transactions 

that are contemplated hereby other than to each other as set forth in this Section.  The indemnities that 

are contained in this Section shall survive the termination of this Agreement and the resignation or 

removal of the Escrow Agent. 

SECTION 10. Responsibilities of Escrow Agent.  The Escrow Agent and its agents and 

servants shall not be held to any personal liability whatsoever, in tort, contract or otherwise, in 

connection with the execution and delivery of this Agreement, the establishment of the Escrow Fund, 

the acceptance of the moneys or securities deposited therein, the sufficiency of the moneys held in the 

Escrow Fund to pay the Refunded Obligations or any payment, transfer or other application of moneys 

or obligations by the Escrow Agent in accordance with the provisions of this Agreement or by reason 

of any non-negligent act, non-negligent omission or non-negligent error of the Escrow Agent that is 

made in good faith in the conduct of its duties.  The recitals of fact that are contained herein shall be 
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taken as the statements of the Agency and the Authority, and the Escrow Agent assumes no 

responsibility for the correctness thereof.  The Escrow Agent makes no representation as to the 

sufficiency of the proceeds to accomplish the refunding of the Refunded Obligations or to the validity 

of this Agreement as to the Agency and the Authority and, except as otherwise provided herein, the 

Escrow Agent shall incur no liability in respect thereof.  The Escrow Agent shall not be liable in 

connection with the performance of its duties under this Agreement except for its own negligence or 

willful misconduct, and the duties and obligations of the Escrow Agent shall be determined by the 

express provisions of this Agreement.  In no event shall the Escrow Agent be liable for any special indirect 

or consequential damages.  The Escrow Agent may consult with counsel, who may or may not be 

counsel to the Agency, and in reliance upon the written opinion of such counsel shall have full and 

complete authorization and protection in respect of any action taken, suffered or omitted by it in good 

faith in accordance therewith.  Whenever the Escrow Agent shall deem it necessary or desirable that a 

matter be proved or established prior to taking, suffering, or omitting any action under this Agreement, 

such matter may be deemed to be conclusively established by a certificate signed by an officer of the 

Agency. 

No provision of this Agreement shall require the Escrow Agent to expend or risk its own funds 

or otherwise incur any financial liability in the performance or exercise of any of its duties hereunder, 

or in the exercise of its rights or powers. 

The Escrow Agent shall have the right to accept and act upon instructions, including funds 

transfer instructions (“Instructions”) given pursuant to this Agreement and delivered using Electronic 

Means (“Electronic Means” shall mean the following communications methods:  e-mail, facsimile 

transmission, secure electronic transmission containing applicable authorization codes, passwords 

and/or authentication keys issued by the Escrow Agent, or another method or system specified by the 

Escrow Agent as available for use in connection with its services hereunder); provided, however, that 

the Agency and the Authority shall provide to the Escrow Agent an incumbency certificate listing 

officers with the authority to provide such Instructions (“Authorized Officers”) and containing 

specimen signatures of such Authorized Officers, which incumbency certificate shall be amended by 

the Agency or the Authority whenever a person is to be added or deleted from the listing.  If the Agency 

or the Authority elect to give the Escrow Agent Instructions using Electronic Means and the Escrow 

Agent in its discretion elects to act upon such Instructions, the Escrow Agent’s understanding of such 

Instructions shall be deemed controlling.  The Agency and the Authority understand and agree that the 

Escrow Agent cannot determine the identity of the actual sender of such Instructions and that the 

Escrow Agent shall conclusively presume that directions that purport to have been sent by an 

Authorized Officer listed on the incumbency certificate provided to the Escrow Agent have been sent 

by such Authorized Officer.  The Agency shall be responsible for ensuring that only Authorized 

Officers transmit such Instructions to the Escrow Agent and that the Agency and the Authority and all 

Authorized Officers are solely responsible to safeguard the use and confidentiality of applicable user 

and authorization codes, passwords and/or authentication keys upon receipt by the Agency or the 

Authority.  The Escrow Agent shall not be liable for any losses, costs or expenses arising directly or 

indirectly from the Escrow Agent’s reliance upon and compliance with such Instructions 

notwithstanding such directions conflict or are inconsistent with a subsequent written instruction.  The 

Agency and the Authority agree:  (i) to assume all risks arising out of the use of Electronic Means to 

submit Instructions to the Escrow Agent, including without limitation the risk of the Escrow Agent 

acting on unauthorized Instructions, and the risk of interception and misuse by third parties; (ii) that 

they are fully informed of the protections and risks associated with the various methods of transmitting 

Instructions to the Escrow Agent and that there may be more secure methods of transmitting 

Instructions than the method(s) selected by the Agency or the Authority; (iii) that the security 
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procedures (if any) to be followed in connection with its transmission of Instructions provide to it a 

commercially reasonable degree of protection in light of its particular needs and circumstances; and 

(iv) to notify the Escrow Agent immediately upon learning of any compromise or unauthorized use of 

the security procedures. 

The Escrow Agent shall furnish the Agency with periodic cash transaction statements which 

include detail for all investment transactions effected by the Escrow Agent or brokers selected by the 

Agency, provided that the Escrow Agent is not obligated to provide an accounting for any fund or 

account that:  (a) has a balance of $0.00; and (b) has not had any activity since the last reporting date.  

Upon the Agency’s election, such statements will be delivered via the Escrow Agent’s online service 

and upon electing such service, paper statements will be provided only upon request.  The Agency and 

the Authority waive the right to receive brokerage confirmations of security transactions effected by 

the Escrow Agent as they occur, to the extent permitted by law.  The Agency and the Authority further 

understand that trade confirmations for securities transactions effected by the Escrow Agent will be 

available upon request and at no additional cost and other trade confirmations may be obtained from 

the applicable broker. 

If the Escrow Agent learns that the Department of the Treasury or the Bureau of Public Debt 

will not, for any reason, accept a subscription of Securities that is to be submitted pursuant to this 

Agreement, the Escrow Agent shall promptly request alternative written investment instructions from 

the Agency with respect to escrowed funds which were to be invested in securities.  The Escrow Agent 

shall follow such instructions and, upon the maturity of any such alternative investment, the Escrow 

Agent shall hold funds uninvested and without liability for interest until receipt of further written 

instructions from the Agency.  In the absence of investment instructions from the Agency, the Escrow 

Agent shall not be responsible for the investment of such funds or interest thereon.  The Escrow Agent 

may conclusively rely upon the Agency’s selection of an alternative investment as a determination of 

the alternative investment’s legality and suitability and shall not be liable for any losses related to the 

alternative investments or for compliance with any yield restriction applicable thereto. 

The Escrow Agent may execute any of the trusts or powers hereunder or perform any duties 

hereunder either directly or by or through agents, attorneys, custodians or nominees appointed with 

due care, and shall not be responsible for any willful misconduct or negligence on the part of any agent, 

attorney, custodian or nominee so appointed. 

The Escrow Agent may conclusively rely, as to the trust and accuracy of the statements and 

correctness of the opinions and the calculations provided to it in connection with this Agreement, and 

shall be protected in acting, or refraining from acting, upon any written notice, instruction, request, 

certificate, document or opinion furnished to the Escrow Agent in accordance with this Agreement and 

reasonably believed by the Escrow Agent to have been signed or presented by the proper party, and it 

need not investigate any facts or matter stated in such notice, instruction, request, certificate or opinion. 

The liability of the Escrow Agent to make any payments under the Agreement shall be limited 

to the funds in the Escrow Fund. 

SECTION 11. Amendments.  This Agreement is made for the benefit of the Agency, the 

Authority and the owners from time to time of the Refunded Obligations and it shall not be repealed, 

revoked, altered or amended without the written consent of all such owners, the Escrow Agent, the 

Agency and the Authority; provided, however, that the Agency, the Authority and the Escrow Agent 

may, without the consent of, or notice to, such owners, amend this Agreement or enter into such 
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agreements supplemental to this Agreement as shall not adversely affect the rights of such owners and 

as shall not be inconsistent with the terms and provisions of this Agreement or the 2010 Indenture for 

any one or more of the following purposes: (i) to cure any ambiguity or formal defect or omission in 

this Agreement; (ii) to grant to, or confer upon, the Escrow Agent for the benefit of the owners of any 

series of the Refunded Obligations any additional rights, remedies, powers or authority that may 

lawfully be granted to, or conferred upon, such owners or the Escrow Agent; and (iii) to include under 

this Agreement additional funds.  The Escrow Agent shall be entitled to rely conclusively upon an 

unqualified opinion of Stradling Yocca Carlson & Rauth, A Professional Corporation, with respect to 

compliance with this Section, including the extent, if any, to which any change, modification, addition 

or elimination affects the rights of the owners of the various Refunded Obligations or that any 

instrument that is executed hereunder complies with the conditions and provisions of this Section. 

SECTION 12. Notice to Rating Agencies.  In the event that this agreement or any provision 

thereof is severed, amended or revoked, the Escrow Agent shall provide written notice of such 

severance, amendment or revocation to the rating agencies then rating the Refunded Obligations.   

SECTION 13. Term.  This Agreement shall commence upon its execution and delivery and 

shall terminate on the later to occur of either: (i) the date upon which the Refunded Obligations have 

been paid in accordance with this Agreement; or (ii) the date upon which no unclaimed moneys remain 

on deposit with the Escrow Agent pursuant to Section 5(c) of this Agreement.  Funds remaining in the 

Escrow Fund after payment in full of the Refunded Obligations shall be transferred to the Agency. 

SECTION 14. Compensation.  The Escrow Agent shall receive its reasonable fees and 

expenses as previously agreed to by the Escrow Agent and the Agency and any other reasonable fees 

and expenses of the Escrow Agent; provided, however, that under no circumstances shall the Escrow 

Agent be entitled to any lien or assert any lien whatsoever on any moneys or obligations in the Escrow 

Fund for the payment of fees and expenses for services that are rendered or expenses incurred by the 

Escrow Agent under this Agreement. 

SECTION 15. Severability.  If any one or more of the covenants or agreements provided in 

this Agreement on the part of the Agency, the Authority or the Escrow Agent to be performed should 

be determined by a court of competent jurisdiction to be contrary to law, such covenants or agreements 

shall be null and void, shall be deemed separate from the remaining covenants and agreements 

contained herein and shall in no way affect the validity of the remaining provisions of this Agreement. 

SECTION 16. Counterparts.  This Agreement may be executed in several counterparts, all or 

any of which shall be regarded for all purposes as an original but all of which shall constitute and be 

but one and the same instrument. 

SECTION 17. Governing Law.  THIS AGREEMENT SHALL BE CONSTRUED UNDER 

THE LAWS OF THE STATE OF CALIFORNIA. 

SECTION 18. Holidays.  If the date for making any payment or the last date for performance 

of any act or the exercising of any right, as provided in this Agreement, shall be a legal holiday or a 

day on which banking institutions in the city in which is located the office of the Escrow Agent are 

authorized by law to remain closed, such payment may be made or act performed or right exercised on 

the next succeeding day which is not a legal holiday or a day on which such banking institutions are 

authorized by law to remain closed, with the same force and effect as if done on the nominal date 
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provided in this Agreement, and no interest shall accrue for the period from and after such nominal 

date. 

SECTION 19. Assignment.  This Agreement shall not be assigned by the Escrow Agent or 

any successor thereto without the prior written consent of the Agency. 

SECTION 20. Reorganization of Escrow Agent.  Notwithstanding anything to the contrary 

contained in this Agreement, any company into which the Escrow Agent may be merged or converted 

or with which it may be consolidated or any company resulting from any merger, conversion or 

consolidation to which the Escrow Agent is a party, or any company to which the Escrow Agent may 

sell or transfer all or substantially all of its corporate trust business, shall be the successor to the Escrow 

Agent without execution or filing of any paper or any paper or further act, if such company is eligible 

to serve as Escrow Agent. 

SECTION 21. Insufficient Funds.  If at any time the Escrow Agent has actual knowledge that 

the moneys and investments in the Escrow Fund, including the anticipated proceeds thereof and 

earnings thereon, will not be sufficient to make all payments required by this Agreement, the Escrow 

Agent shall notify the Agency in writing of the amount thereof and the reason therefor to the extent 

known to it.  The Escrow Agent shall have no responsibility regarding any such deficiency. 

SECTION 22. Notices.  Any notice to or demand upon the Escrow Agent may be served or 

presented, and such demand may be made, at the principal corporate trust office of the Escrow Agent 

at 633 West Fifth Street, 24th Floor, Los Angeles, California 90071, Attention:  Corporate Trust, 

Reference:  Garden Grove, Series 2010.  Any notice to or demand upon the Agency or the Authority 

shall be deemed to have been sufficiently given or served for all purposes by being sent by facsimile 

or other electronic transmission, overnight mail or courier or mailed by registered or certified mail, 

and deposited, postage prepaid, in a post office letter box, addressed to the Agency at 11222 Acacia 

Parkway, California 92840 (or such other address as may have been filed in writing by the Agency 

with the Escrow Agent). 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.] 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by 

their duly authorized officers as of the date first above written. 

 CITY OF GARDEN GROVE 

By:   

 City Manager 

 GARDEN GROVE PUBLIC FINANCING 

AUTHORITY 

By:   

 Executive Director 

 U.S. BANK NATIONAL ASSOCIATION, 

as Escrow Agent and Prior Trustee 

By:   

 Authorized Officer 
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SCHEDULE A 

ESCROW REQUIREMENTS 

Moneys deposited in the Escrow Fund shall be invested as follows: 

Security Maturity  

Principal 

Amount 

Interest 

Rate 

__ December 15, 2020 $       % 

    

The escrow requirements for the 2010A Bonds are as follows: 

Period  

Ending Principal Paid 

Principal 

Redeemed Interest Total 

December 15, 2020 $ $                  $ $  

     

 

The escrow requirements for the 2010B Bonds are as follows: 

Period  

Ending Principal Paid 

Principal 

Redeemed Interest Total 

December 15, 2020 $ $                  $ $  

     

 

The escrow requirements for the 2010C Bonds are as follows: 

Period  

Ending Principal Paid 

Principal 

Redeemed Interest Total 

December 15, 2020 $ $                  $ $  
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EXHIBIT A 

NOTICE OF FULL OPTIONAL REDEMPTION 

 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

WATER REVENUE BONDS, SERIES 2010A (TAX-EXEMPT)  

WATER REVENUE BONDS, SERIES 2010B  

(FEDERALLY TAXABLE DIRECT PAY BUILD AMERICA BONDS)  

WATER REVENUE BONDS, SERIES 2010C  

(FEDERALLY TAXABLE RECOVERY ZONE ECONOMIC DEVELOPMENT BONDS)  

BASE CUSIP 365273 

NOTICE IS HEREBY GIVEN to the owners of the above-captioned obligations (collectively, 

the “2010 Bonds”) pursuant to the Indenture of Trust, dated as of May 1, 2010, by and between the 

Garden Grove Public Financing Authority (the “Agency”), and U.S. Bank National Association, as 

trustee (the “2010 Trustee”), that 2010 Bonds in the principal amount of $9,860,000 have been called 

for redemption on December 15, 2020 (the “Redemption Date”).  The 2010 Bonds were originally 

issued on May 13, 2010 and are described in the following tables. 

WATER REVENUE BONDS, SERIES 2010A (TAX-EXEMPT)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BF7 2021     5.000% $   805,000    100% 

BG5 2022 3.750 455,000 100 

BH3 2022 5.000 395,000 100 

BJ9 2023 4.000 115,000 100 

BK6 2023 5.000 770,000 100 

     

WATER REVENUE BONDS, SERIES 2010B  

(FEDERALLY TAXABLE DIRECT PAY BUILD AMERICA BONDS)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BL4 2028     6.263% $   4,125,000    100% 

     

WATER REVENUE BONDS, SERIES 2010C  

(FEDERALLY TAXABLE RECOVERY ZONE ECONOMIC DEVELOPMENT BONDS)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BM2 2030     6.389% $   3,195,000    100% 

     

The 2010 Bonds will be payable on the Redemption Date at a redemption price of 100% of the 

principal amount plus accrued interest to such date (the “Redemption Price”).  The Redemption Price 
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of the 2010 Bonds will become due and payable on the Redemption Date.  Provided that moneys for 

redemption have been deposited with the Trustee, interest on the 2010 Bonds will cease to accrue and 

be payable from and after the Redemption Date, and such 2010 Bonds will be surrendered to the 2010 

Trustee and cease to be entitled to any benefit under the 2010 Indenture other than to receive payment 

of the Redemption Price. 

To receive payment on the Redemption Date, owners of the 2010 Bonds should present and 

surrender said 2010 Bonds on the Redemption Date at the address of the 2010 Trustee set forth below: 

Delivery Instructions 

U.S. Bank  

Global Corporate Trust Services 

111 Fillmore Avenue E 

St. Paul, Minnesota 55107 

REQUIREMENT INFORMATION 

For a list of redemption requirements please visit our website at 

www.usbank.com/corporatetrust and click on the “Bondholder Information” link for Redemption 

instructions.  You may also contact our Bondholder Communications team at 1-800-934-6802 Monday 

through Friday from 8 AM to 6 PM CST.  

IMPORTANT NOTICE 

Federal law requires the 2010 Trustee to withhold taxes at the applicable rate from the payment 

if an IRS Form W-9 or applicable IRS Form W-8 is not provided.  Please visit www.irs.gov for 

additional information on the tax forms and instructions. 

If the owner of any 2010 Bond fails to deliver such 2010 Bond to the 2010 Trustee on the 

Redemption Date, such 2010 Bond shall nevertheless be deemed redeemed on the Redemption Date 

and the owner of such 2010 Bond shall have no rights in respect thereof except to receive payment of 

the Redemption Price from funds held by the 2010 Trustee for such payment. 

Note:  The Agency and the 2010 Trustee shall not be responsible for the selection or use of the 

CUSIP numbers selected, nor is any representation made as to their correctness in the notice or as 

printed on any 2010 Bond.  They are included solely for the convenience of the holders. 

U.S. BANK NATIONAL ASSOCIATION, as 2010 

Trustee 

 

November 15, 2020  
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EXHIBIT B 

NOTICE OF DEFEASANCE 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

WATER REVENUE BONDS, SERIES 2010A (TAX-EXEMPT)  

WATER REVENUE BONDS, SERIES 2010B  

(FEDERALLY TAXABLE DIRECT PAY BUILD AMERICA BONDS)  

WATER REVENUE BONDS, SERIES 2010C  

(FEDERALLY TAXABLE RECOVERY ZONE ECONOMIC DEVELOPMENT BONDS)  

BASE CUSIP 365273 

NOTICE IS HEREBY GIVEN to the owners of the above-captioned obligations (collectively, 

the “2010 Bonds”) pursuant to the Indenture of Trust, dated as of May 1, 2010 (the “Indenture”) by 

and between the Garden Grove Public Financing Authority (the “Agency”) and U.S. Bank National 

Association, as trustee (the “2010 Trustee”), that the Agency has deposited with the 2010 Trustee cash 

and federal securities in an amount that is sufficient to pay on December 15, 2020 the principal of all 

outstanding 2010 Bonds, plus accrued interest with respect thereto to such date.  The 2010 Bonds were 

originally issued on May 13, 2010 and are described in the following tables. 

WATER REVENUE BONDS, SERIES 2010A (TAX-EXEMPT)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BE0 2020     5.000% $   770,000    100% 

BF7 2021 5.000    805,000 100 

BG5 2022 3.750 455,000 100 

BH3 2022 5.000 395,000 100 

BJ9 2023 4.000 115,000 100 

BK6 2023 5.000 770,000 100 

     

WATER REVENUE BONDS, SERIES 2010B  

(FEDERALLY TAXABLE DIRECT PAY BUILD AMERICA BONDS)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BL4 2028     6.263% $   4,125,000    100% 

     

WATER REVENUE BONDS, SERIES 2010C  

(FEDERALLY TAXABLE RECOVERY ZONE ECONOMIC DEVELOPMENT BONDS)  

CUSIP 

Maturity 

(December 15) Interest Rate 

Principal 

Amount Redemption Price 

BM2 2030     6.389% $   3,195,000    100% 
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In accordance with the 2010 Indenture and the Installment Purchase Agreement, dated as of 

May 1, 2010 (the “2010 IPA”), by and between the Agency and the City of Garden Grove (the “City”): 

(i) the 2010 Bonds have ceased to be entitled to any benefit or security under the 2010 Indenture, and 

the Owners of said 2010 Bonds have no rights in respect thereof except to receive payment of the 

Redemption Price thereof; (ii) the 2010 Indenture and the pledge of Pledged Revenues and other assets 

made thereunder and all covenants, agreements and other obligations of the Agency thereunder have 

ceased, terminated, become void and been completely discharged and satisfied; (iii) all liability of the 

Agency in respect of such Refunded Obligations has ceased, terminated and been completely 

discharged, and the Owners thereof are thereafter entitled only to payment out of such money or 

securities deposited with the 2010 Trustee as aforesaid for their payment, subject however, to the 

provisions of the 2010 Indenture; (iv) the right, title and interest of the Agency in the 2010 IPA and 

the obligations of the City thereunder has, with respect to all or such portion of the Series 2010 

Installment Payments as have been so provided for, thereupon ceased, terminated, become void and 

been completely discharged and satisfied (except for the right of the 2010 Trustee and the obligation 

of the City to have such moneys and such federal securities applied to the payment of such Series 2010 

Installment Payments); and (ii) all obligations of the Agency under the Continuing Disclosure 

Agreement, dated May 13, 2010, by and between the City and the 2010 Trustee, as trustee and 

dissemination agent, relating to the 2010 Bonds, have been terminated as of the date hereof. 

No representation is made as to the correctness of the CUSIP number either as printed on any 

2010 Bond or as contained herein and any error in the CUSIP number shall not affect the validity of 

the proceedings for redemption of the 2010 Bonds. 

 

U.S. BANK NATIONAL ASSOCIATION, as 2010 

Trustee  

November __, 2020 
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Jones Hall Draft 9-22-2020 

$_____ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

 

 

BOND PURCHASE AGREEMENT 

 

________, 2020 

 

Garden Grove Public Financing Authority 

c/o City of Garden Grove 

11222 Acacia Parkway,  

Garden Grove, California 92840 

 

City of Garden Grove 

11222 Acacia Parkway,  

Garden Grove, California 92840 

 

 

Ladies and Gentlemen: 

 

Stifel, Nicolaus & Company, Incorporated (the “Underwriter”) offers to enter into this Bond 

Purchase Agreement (this “Purchase Agreement”) with the Garden Grove Public Financing Authority (the 

“Authority”) and the City of Garden Grove (the “City”) for the purchase by the Underwriter of the Garden 

Grove Public Financing Authority Water Revenue Bonds, Series 2020A (the “Bonds”).  This offer is made 

subject to the Authority’s and the City’s acceptance by execution of this Purchase Agreement and delivery of 

the same to the Underwriter on or before 11:59 p.m. Pacific Time on the date hereof, and, if not so accepted, 

will be subject to withdrawal by the Underwriter upon notice delivered to the Authority and the City at any 

time prior to such acceptance.  Upon the Authority’s and the City’s acceptance hereof, the Purchase 

Agreement will be binding upon the Authority, the City and the Underwriter.  

 

The Authority and the City acknowledge and agree that: (i) the purchase and sale of the Bonds 

pursuant to this Purchase Agreement is an arm’s-length commercial transaction between the Authority, the 

City, and the Underwriter; (ii) in connection therewith and with the discussions, undertakings and procedures 

leading up to the consummation of such transaction, the Underwriter is and has been acting solely as principal 

and is not acting as agent or Municipal Advisor (as defined in Section 15B of the Securities Exchange Act of 

1934, as amended (the “Exchange Act”)), and has not assumed any advisory or fiduciary responsibility in 

favor of the Authority or the City with respect to the offering of the Bonds or the process leading thereto 

(whether or not the Underwriter has advised or is currently advising the Authority or the City on other 

matters); (iii) the only obligations the Underwriter has to the Authority and the City with respect to the 

transaction contemplated hereby expressly are set forth in this Purchase Agreement; (iv) the Authority and 

the City have consulted their own legal, financial, accounting, tax and other advisors to the extent each has 

deemed appropriate; (v) the Underwriter has financial interests that differ from and may be adverse to those 

of the City and the Authority; and (vi) the Underwriter has provided the Authority and the City with certain 

disclosures required under the rules of the Municipal Securities Rulemaking Board (the “MSRB”). The 

Authority and the City acknowledge and represent that they have engaged  Fieldman, Rolapp & Associates, 

Inc. as their municipal advisor (as defined in Securities and Exchange Commission Rule 15Ba1) and will rely 

on the financial advice of Fieldman, Rolapp & Associates, Inc. with respect to the Bonds. 
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Capitalized terms used in this Purchase Agreement and not otherwise defined herein will have the 

respective meanings set forth for such terms in the Indenture (as hereinafter defined). 

 

Section 1.  Purchase and Sale. Upon the terms and conditions and upon the basis of the 

representations set forth in this Purchase Agreement, the Underwriter agrees to purchase from the Authority, 

and the Authority agrees to sell and deliver to the Underwriter, all (but not less than all) of the Bonds at a 

purchase price of $_________ (being an amount equal to the principal amount of the Bonds ($_________), 

plus an original issue premium of $_________, and less an underwriter’s discount of $_________).  The 

obligation of the Underwriter to purchase, accept delivery of and pay for the Bonds will be conditioned on 

the sale and delivery of all of the Bonds by the Authority to the Underwriter at Closing (hereinafter defined). 

 

Section 2.  Bond Terms; Purpose; Security. 
 

(a) Bond Terms and Authorization.  The Bonds will be dated their date of delivery and will 

mature and bear interest as shown on Exhibit A.  The Bonds will be as described in, and will be issued and 

secured under, an Indenture of Trust, dated as of November 1, 2020 (the “Indenture”), by and between the 

Authority and U.S. Bank National Association, as trustee (the “Trustee”).  The Bonds are payable and subject 

to redemption as shown in Exhibit A.   

 

The Bonds will be issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985, commencing 

with Section 6584 of the California Government Code, the Authority Resolution (as hereinafter defined) and 

the City Resolution (as hereinafter defined). 

 

(b) Purpose.  The Authority is issuing the Bonds to provide funds to: (i) finance the acquisition 

and construction of certain improvements, betterments, renovations and expansions of facilities within its 

Water System; (ii) to refund the Garden Grove Public Financing Authority’s Water Revenue Bonds, Series 

2010A (Tax-Exempt), Series 2010B (Federally Taxable Direct Pay Build America Bonds) and Series 2010C 

(Federally Taxable Recovery Zone Economic Development Bonds) (collectively, the “2010 Bonds”); and 

(iii) and pay costs incurred in connection with the issuance of the  Bonds. The 2010 Bonds were issued 

pursuant to an Indenture of Trust, dated as of May 1, 2010 (the “2010 Indenture”), by and between the 

Authority and U.S. Bank National Association as trustee (the “Prior Trustee”). 

 

Pursuant to an Escrow Agreement (2010 Bonds), dated as of November 1, 2020 (the “Escrow 

Agreement”), by and among the Authority, the City and U.S. Bank National Association, as escrow agent 

(the “Escrow Agent”) and as trustee of the 2010 Bonds the Authority will cause a portion of the proceeds of 

the Bonds to be deposited into separate escrow accounts held by the Escrow Agent under the Escrow 

Agreement. 

 

(c) Security.  Under the Indenture, the Bonds will be secured by and payable from “Authority 

Revenues” and amounts on deposit in certain funds and accounts established by the Indenture.  Authority 

Revenues includes installment payments (the “Series 2020 Installment Payments”) received by the 

Authority or the Trustee pursuant to or with respect to an Installment Purchase Agreement, dated as of 

November 1, 2020 (the “Installment Purchase Agreement”), by and between the City and the Authority.    

 

Under the Installment Purchase Agreement, the Series 2020 Installment Payments are to be secured 

by an irrevocable pledge of “Revenues” and payable from “Net Revenues” (each as defined therein).  Net 

Revenues generally consist of revenues of the Water System less operation and maintenance costs of the 

Water System, as more particularly described in the Installment Purchase Agreement. The obligation of the 

City to make Series 2020 Installment Payments will be payable from Net Revenues on a parity with the City’s 

obligation to pay debt service on the City of Garden Grove Water Revenue Refunding Bonds, Series 2015 
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(the “2015 Bonds”).  The 2015 Bonds were issued pursuant to an Indenture of Trust, dated as of October 1, 

2015 (the “2015 Indenture”), by and between the City and U.S. Bank National Association, as trustee. 

 

Section 3.  Public Offering.  The Underwriter agrees to make an initial bona fide public offering of 

all of the Bonds, at not in excess of the initial public offering yields or prices set forth on Exhibit A.  Following 

the initial public offering of the Bonds, the offering prices may be changed from time to time by the 

Underwriter, provided that the Underwriter shall not change any of the principal amounts or the interest rates 

set forth on Exhibit A. The Bonds may be offered and sold to certain dealers at prices lower than such initial 

public offering prices. The Bonds are subject to redemption as set forth in Exhibit A. 

 

Section 4.  Official Statement; Continuing Disclosure. (a) The Authority and the City have 

delivered to the Underwriter the Preliminary Official Statement dated _________, 2020 (the “Preliminary 

Official Statement”) and will deliver to the Underwriter a final official statement dated the date of this 

Purchase Agreement (as amended and supplemented from time to time pursuant to Section 5(i) of this 

Purchase Agreement, the “Official Statement”). Subsequent to its receipt of the Authority’s and the City’s 

15c2-12 Certificate, in substantially the form attached hereto as Exhibit B, deeming the Preliminary Official 

Statement final for purposes of Rule 15c2-12 of the Securities and Exchange Commission, as amended (“Rule 

15c2-12”), the Underwriter has distributed copies of the Preliminary Official Statement. The Authority and 

the City hereby ratify the use by the Underwriter of the Preliminary Official Statement and authorize the 

Underwriter to use and distribute in printed and/or electronic format the Official Statement (including all 

information previously permitted to have been omitted by Rule 15c2-12, and any supplements and 

amendments thereto as have been approved by the Authority and the City as evidenced by the execution and 

delivery of such document by an officer of the Authority and the City), the Indenture, the Installment Purchase 

Agreement, the Escrow Agreement, this Purchase Agreement, the Continuing Disclosure Agreement 

(hereinafter defined), and all information contained therein, and all other documents, certificates and written 

statements furnished by the Authority and the City to the Underwriter in connection with the transactions 

contemplated by this Purchase Agreement, in connection with the offer and sale of the Bonds by the 

Underwriter.  

 

The Underwriter hereby agrees to deliver a copy of the Official Statement to the MSRB through the 

Electronic Municipal Marketplace Access website of the MSRB on or before the date of the Closing and 

otherwise to comply with all applicable statutes and regulations in connection with the offering and sale of 

the Bonds, including, without limitation, MSRB Rule G-32 and Rule 15c2-12. The Authority and the City 

agree to deliver to the Underwriter as many copies of the Official Statement as the Underwriter will 

reasonably request as necessary to comply with paragraph (b)(4) of Rule 15c2-12.  The Authority and the 

City agree to deliver the final Official Statement within seven business days after the execution hereof, or 

such earlier date identified by the Underwriter to be necessary to allow the Underwriter to meet its obligations 

under Rule 15c2-12 and Rule G-32 of the MSRB. 

 

(b) The Underwriter agrees to: (1) provide the Authority with final pricing information on the 

Bonds on a timely basis prior to the Closing and (2) take any and all other actions necessary to comply with 

applicable Securities and Exchange Commission rules and MSRB rules governing the offering, sale and 

delivery of the Bonds to ultimate purchasers. 

 

(c) In connection with issuance of the Bonds, and in order to assist the Underwriter with 

complying with the provisions of Rule 15c2-12, the City will execute a Continuing Disclosure Agreement 

(the “Continuing Disclosure Agreement”) by and between the City and Applied Best Practices, LLC, as 

Dissemination Agent, under which the City will undertake, on behalf of the Authority, to provide certain 

financial and operating data as required by Rule 15c2-12.  The form of the Continuing Disclosure Agreement 

is attached as an appendix to the Preliminary Official Statement and will be attached as an appendix to the 

final Official Statement. 
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Section 5.  Representations, Warranties and Covenants of the Authority.  The Authority hereby 

represents, warrants and agrees with the Underwriter that: 

 

(a) The Authority is a joint exercise of powers authority duly organized and existing under the 

laws of the State of California (the “State”) and has all necessary power and authority to adopt the Authority 

Resolution (as hereinafter defined), to enter into and perform its duties under the Indenture, the Installment 

Purchase Agreement, the Escrow Agreement, and this Purchase Agreement (collectively, the “Authority 

Agreements”) and, when executed and delivered by the respective parties thereto, each Authority Agreement 

will constitute legal, valid and binding obligation of the Authority enforceable in accordance with its 

respective terms. 

 

(b) The Board of Directors (the “Board”) of the Authority has taken official action by a 

resolution adopted on ________, 2020 (the “Authority Resolution”) adopted by a majority of the members 

of the Board at a regular meeting duly called, noticed and conducted, at which a quorum was present and 

acting throughout, authorizing the execution, delivery and due performance of the Authority Agreements and 

the Official Statement and the taking of any and all such action as may be required on the part of the Authority 

to carry out, give effect to and consummate the transactions contemplated hereby. 

 

(c) By all necessary official action, the Authority has duly authorized the preparation and 

delivery of the Preliminary Official Statement and the preparation, execution and delivery of the Official 

Statement, has duly authorized and approved the execution and delivery of, and the performance of its 

obligations under, the Bonds and the Authority Agreements, and the consummation by it of all other 

transactions contemplated by the Authority Resolution, the Authority Agreements, the Preliminary Official 

Statement and the Official Statement.  When executed and delivered by the respective parties thereto, the 

Authority Agreements (assuming due authorization, execution and delivery by and enforceability against the 

other parties thereto) will be in full force and effect and each will constitute legal, valid and binding 

agreements or obligations of the Authority, enforceable in accordance with their respective terms, except as 

enforcement thereof may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws 

or equitable principles relating to or limiting creditors rights generally, the application of equitable principles, 

the exercise of judicial discretion and the limitations on legal remedies against public entities in the State. 

 

(d) The statements and information contained in the Official Statement relating to the Authority 

and the Bonds (other than information relating to DTC and its book-entry only system) are correct and 

complete in all material respects, and the information contained in the Official Statement (other than 

information relating to DTC and its book-entry only system) does not contain an untrue statement of a material 

fact or omit to state a material fact necessary in order to make such statements therein, in the light of the 

circumstances under which they were made, not misleading. 

 

(e) As of the date hereof, there is no action, suit, proceeding or investigation before or by any 

court, public board or body pending against the Authority or, to the best knowledge of the Authority, 

threatened, wherein an unfavorable decision, ruling or finding would:  (i) affect the creation, organization, 

existence or powers of the Authority, or the titles of its members or officers; (ii) in any way question or affect 

the validity or enforceability of Authority Agreements or the Bonds; or (iii) in any way question or affect the 

Authority Agreements or the transactions contemplated by the Authority Agreements, the Official Statement, 

or any other agreement or instrument to which the Authority is a party relating to the Bonds. 

 

(f) There is no consent, approval, authorization or other order of, or filing or registration with, 

or certification by, any regulatory authority having jurisdiction over the Authority required for the execution 

and delivery of this Purchase Agreement or the consummation by the Authority of the other transactions 

contemplated by the Official Statement or the Authority Agreements. 
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(g) Any certificate signed by any official of the Authority authorized to do so will be deemed a 

representation and warranty by the Authority to the Underwriter as to the statements made therein. 

 

(h) Except as previously disclosed to the Underwriter, the Authority is not in default, and at no 

time has the Authority defaulted in any material respect, on any bond, note or other obligation for borrowed 

money or any agreement under which any such obligation is or was outstanding. 

 

(i) 

 

(1) If between the date of this Purchase Agreement and the date which is 25 days 

following the End of the Underwriting Period (as defined below), any event will occur which might 

or would cause the Official Statement, as then supplemented or amended, to contain any untrue 

statement of a material fact or to omit to state a material fact required to be stated therein or necessary 

to make the statements therein, in the light of the circumstances under which they were made, not 

misleading, the Authority will immediately notify the Underwriter, and if, in the opinion of the 

Underwriter, such event requires the preparation and publication of a supplement or amendment to 

the Official Statement, the Authority will at its expense supplement or amend the Official Statement 

in a form and in a manner approved by the Underwriter.  “End of the Underwriting Period” will 

mean the later of: (i) the date of the Closing, and (ii) the date the Underwriter does not retain, directly 

or as a member of an underwriting syndicate, an unsold balance of the Bonds for sale to the public, 

provided that unless the Underwriter notifies the Authority on or prior to the date of the Closing that 

it retains, directly or as a member of an underwriting syndicate, an unsold balance of the Bonds for 

sale to the public, the End of the Underwriting Period will be deemed to have occurred on the date of 

the Closing. 

 

(2) After the Closing, the Authority will not participate in the issuance of any 

amendment of or supplement to the Official Statement to which, after being furnished with a copy, 

the Underwriter reasonably objects in writing or which is disapproved by Underwriter’s Counsel 

(hereinafter defined).  If any event relating to or affecting the Authority occurs as a result of which it 

is necessary, in the opinion of the Underwriter, to amend or supplement the Official Statement in 

order to make the Official Statement not misleading in the light of the circumstances existing at the 

time it is delivered to a purchaser, the Authority will use its best efforts to assist the Underwriter in 

preparing (at the expense of the Authority for 90 days after the date of the Closing, and thereafter at 

the expense of the Underwriter) a reasonable number of copies of an amendment of or supplement to 

the Official Statement (in form and substance satisfactory to the Underwriter) which will amend or 

supplement the Official Statement so that it will not contain an untrue statement of a material fact or 

omit to state a material fact necessary in order to make the statements therein, in the light of the 

circumstances existing at the time the Official Statement is delivered to a purchaser, not misleading.  

For the purposes of this subsection, the Authority will furnish such information with respect to itself 

as the Underwriter may from time to time reasonably request. 

 

(j) Except as disclosed in the Official Statement, the Authority has not previously failed to 

comply in all material respects with any undertakings under Rule 15c2-12 during the past five years.  

 

(k) The Authority will comply with the defeasance and redemption provisions of the 2010 

Indenture in connection with the refunding of all of the outstanding 2010 Bonds. 

 

(l) The Authority covenants with the Underwriter that the Authority will cooperate with the 

Underwriter (at the cost and written directions of the Underwriter), in qualifying the Bonds for offer and sale 

under the securities or Blue Sky laws of such jurisdiction of the United States as the Underwriter may 

reasonably request; provided, however, that the Authority shall not be required to consent to suit or to service 
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of process, or to qualify to do business, in any jurisdiction. The Authority consents to the use by the 

Underwriter of the Authority Agreements, the Preliminary Official Statement and the Official Statement in 

the course of its compliance with the securities or Blue Sky laws of the various jurisdictions related to the 

offering and sale of the Bonds.  

 

Section 6.  Representations, Warranties and Covenants of the City.  The City hereby represents, 

warrants and agrees with the Underwriter that: 

 

(a) The City is a municipal corporation and general law city that is duly organized and existing 

under e Constitution of the State (the “State”) and has all necessary power and authority to adopt its resolution 

adopted on ________, 2020 (the “City Resolution”), to enter into and perform its duties under the  Installment 

Purchase Agreement, the Escrow Agreement, the Continuing Disclosure Agreement and this Purchase 

Agreement (collectively, the “City Agreements”) and, when executed and delivered by the respective parties 

thereto, the City Agreements will constitute legal, valid and binding obligations of the City enforceable in 

accordance with their respective terms. 

 

(b) The city council (the “City Council”) of the City has taken official action by adopting the 

City Resolution by a majority of the members of the City Council at a meeting duly called, noticed and 

conducted, at which a quorum was present and acting throughout, authorizing the execution, delivery and due 

performance of the City Agreements and the Official Statement and the taking of any and all such action as 

may be required on the part of the City to carry out, give effect to and consummate the transactions 

contemplated hereby. 

 

(c) By all necessary official action, the City has duly adopted the City Resolution, has duly 

authorized the preparation and delivery of the Preliminary Official Statement and the preparation, execution 

and delivery of the Official Statement, has duly authorized and approved the execution and delivery of, and 

the performance of its obligations under, the City Agreements, and the consummation by it of all other 

transactions contemplated by the City Resolution, the City Agreements, the Preliminary Official Statement 

and the Official Statement.  When executed and delivered by the respective parties thereto, the City 

Agreements (assuming due authorization, execution and delivery by and enforceability against the other 

parties thereto) will be in full force and effect and each will constitute legal, valid and binding agreements or 

obligations of the City, enforceable in accordance with their respective terms, except as enforcement thereof 

may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles 

relating to or limiting creditors rights generally, the application of equitable principles, the exercise of judicial 

discretion and the limitations on legal remedies against public entities in the State. 

 

(d) At the time of the City’s acceptance hereof and at all times subsequent thereto up to and 

including the time of the Closing, the information and statements in the Official Statement (other than any 

information concerning the Authority, the Depository Trust Company and the book-entry system for the 

Bonds or provided by the Underwriter) do not and will not contain any untrue statement of a material fact or 

omit to state a material fact required to be stated therein or necessary to make the statements therein, in the 

light of the circumstances under which they were made, not misleading. 

 

(e) As of the date hereof, there is no action, suit, proceeding or investigation before or by any 

court, public board or body pending against the City or, to the best knowledge of the City, threatened, wherein 

an unfavorable decision, ruling or finding would: (i) affect the creation, organization, existence or powers of 

the City, or the titles of its members or officers; (ii) in any way question or affect the validity or enforceability 

of City Agreements or the Bonds, or (iii) in any way question or affect the Purchase Agreement or the 

transactions contemplated by the Purchase Agreement, the Official Statement, or any other agreement or 

instrument to which the City is a party relating to the Bonds. 
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(f) There is no consent, approval, authorization or other order of, or filing or registration with, 

or certification by, any regulatory authority having jurisdiction over the City required for the execution and 

delivery of this Purchase Agreement or the consummation by the City of the other transactions contemplated 

by the Official Statement or the City Agreements. 

 

(g) Any certificate signed by any official of the City authorized to do so will be deemed a 

representation and warranty by the City to the Underwriter as to the statements made therein. 

 

(h) Except as previously disclosed to the Underwriter, the City is not in default, and at no time 

has the City defaulted in any material respect, on any bond, note or other obligation for borrowed money or 

any agreement under which any such obligation is or was outstanding. 

 

(i) 

 

(1) Except as disclosed in the Official Statement or otherwise disclosed in writing to the 

Underwriter, there has not been any materially adverse change in the financial condition of the City 

since June 30, 2019, and there has been no occurrence or circumstance or combination thereof that is 

reasonably expected to result in any such materially adverse change. 

 

(2) If between the date of this Purchase Agreement and the date which is 25 days 

following the End of the Underwriting Period, any event will occur which might or would cause the 

Official Statement, as then supplemented or amended, to contain any untrue statement of a material 

fact or to omit to state a material fact required to be stated therein or necessary to make the statements 

therein, in the light of the circumstances under which they were made, not misleading, the City will 

immediately notify the Underwriter, and if, in the opinion of the Underwriter, such event requires the 

preparation and publication of a supplement or amendment to the Official Statement, the City will at 

its expense supplement or amend the Official Statement in a form and in a manner approved by the 

Underwriter.  

 

(3) After the Closing, the City will not participate in the issuance of any amendment of 

or supplement to the Official Statement to which, after being furnished with a copy, the Underwriter 

reasonably objects in writing or which is disapproved by Underwriter’s Counsel.  If any event relating 

to or affecting the City occurs as a result of which it is necessary, in the opinion of the Underwriter, 

to amend or supplement the Official Statement in order to make the Official Statement not misleading 

in the light of the circumstances existing at the time it is delivered to a purchaser, the City will use 

its best efforts to assist the Underwriter in preparing (at the expense of the City for 90 days after the 

date of the Closing, and thereafter at the expense of the Underwriter) a reasonable number of copies 

of an amendment of or supplement to the Official Statement (in form and substance satisfactory to 

the Underwriter) which will amend or supplement the Official Statement so that it will not contain 

an untrue statement of a material fact or omit to state a material fact necessary in order to make the 

statements therein, in the light of the circumstances existing at the time the Official Statement is 

delivered to a purchaser, not misleading.  For the purposes of this subsection, the City will furnish 

such information with respect to itself as the Underwriter may from time to time reasonably request. 

 

(j) Except as disclosed in the Official Statement or otherwise disclosed in writing to the 

Underwriter, the City has not previously failed to comply in all material respects with any undertakings under 

Rule 15c2-12 in the past five years. The report of Lumesis, Inc. dated ________, 2020 (the “Continuing 

Disclosure Due Diligence Report”) identifies all of the issues for which the Authority and the City were 

obligated to provide continuing disclosure under Rule 15c2-12 during the past five years. 
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(k) The City does not need the consent of its auditor to include its comprehensive annual 

financial report for the fiscal year ended June 30, 2019 as an appendix to the Official Statement.  

 

(l) The City will comply with the defeasance and redemption provisions of the 2010 Indenture 

in connection with the refunding of all of the outstanding 2010 Bonds. 

 

(m)  The City covenants with the Underwriter that the City will cooperate with the Underwriter 

(at the cost and written directions of the Underwriter), in qualifying the Bonds for offer and sale under the 

securities or Blue Sky laws of such jurisdiction of the United States as the Underwriter may reasonably 

request; provided, however, that the City shall not be required to consent to suit or to service of process, or 

to qualify to do business, in any jurisdiction. The City consents to the use by the Underwriter of the City 

Agreements, the Preliminary Official Statement and the Official Statement in the course of its compliance 

with the securities or Blue Sky laws of the various jurisdictions related to the offering and sale of the Bonds.  

 

Section 7.  The Closing.  (a)  At 8:30 A.M., Pacific Time, on _________, 2020, or on such earlier or 

later time or date as may be agreed upon by the Underwriter, the Authority and the City (the “Closing”), the 

Authority will deliver the Bonds to the Underwriter, through the book-entry system of The Depository Trust 

Company (“DTC”).  Prior to the Closing, the Authority and the City will deliver, at the offices of Stradling 

Yocca Carlson & Rauth, a Professional Corporation (“Bond Counsel”) in Newport Beach, California, or such 

other place as is mutually agreed upon by the Underwriter and the Authority, the other documents described 

in this Purchase Agreement.  On the date of the Closing, the Underwriter will pay the purchase price of the 

Bonds as set forth in Section 1 of this Purchase Agreement in immediately available funds to the order of the 

Trustee. 

 

(b) The Bonds will be issued in fully registered form and will be prepared and delivered as one 

Bond for each maturity registered in the name of a nominee of DTC.  It is anticipated that CUSIP identification 

numbers will be inserted on the Bonds, but neither the failure to provide such numbers nor any error with 

respect thereto will constitute a cause for failure or refusal by the Underwriter to accept delivery of the Bonds 

in accordance with the terms of this Purchase Agreement. 

 

Section 8.  Conditions to Underwriter’s Obligations.  The Underwriter has entered into this 

Purchase Agreement in reliance upon the representations and warranties of the Authority and the City 

contained herein and to be contained in the documents and instruments to be delivered on the date of the 

Closing, and upon the performance by the Authority and the City of their respective obligations to be 

performed hereunder and under such documents and instruments to be delivered at or prior to the date of the 

Closing.  The Underwriter’s obligations under this Purchase Agreement are and will also be subject to the 

sale, issuance and delivery of the Bonds as well as the following conditions: 

(a) The representations and warranties of the Authority and the City contained in this Agreement 

will be true and correct in all material respects on the date of this Purchase Agreement and on and as of the 

date of the Closing as if made on the date of the Closing; 

 

(b) As of the date of the Closing, the Official Statement may not have been amended, modified 

or supplemented, except in any case as may have been agreed to by the Underwriter; 

 

(c) (i) As of the date of the Closing, the Authority Resolution, the City Resolution, the Authority 

Agreements and the City Agreements will be in full force and effect, and will not have been amended, 

modified or supplemented, except as may have been agreed to by the Underwriter, (ii) the Authority will 

perform or have performed all of its obligations required under or specified in the Authority Resolution, the 

Authority Agreements and this Purchase Agreement to be performed at or prior to the date of the Closing; 

and (iii) the City will perform or have performed all of its obligations required under or specified in the City 
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Resolution, the City Agreements and this Purchase Agreement to be performed at or prior to the date of the 

Closing; 

 

(d) As of the date of the Closing, all necessary official action of the Authority relating to the 

Authority Agreements, the Authority Resolution and the Official Statement, and all necessary official action 

of the City relating to the City Agreements, the City Resolution, and the Official Statement, will have been 

taken and will be in full force and effect and will not have been amended, modified or supplemented in any 

material respect, except as may have been agreed to by the City and Underwriter; and 

 

(e) As of or prior to the date of the Closing, the Underwriter will have received each of the 

following documents: 

 

(1) Certified copies of the Authority Resolution and the City Resolution. 

 

(2) Duly executed copies of the Indenture, the Installment Purchase Agreement, the 

Escrow Agreement, the Continuing Disclosure Agreement, and this Purchase Agreement.  

 

(3) The Preliminary Official Statement and the Official Statement, with the Official 

Statement duly executed on behalf of the Authority and the City.  

 

(4) An approving opinion of Bond Counsel, dated as of the Closing, as to the validity of 

the Bonds, the exclusion of interest on the Bonds from federal gross income, and the exclusion of 

interest on the Bonds from State income taxation addressed to the Authority and the City substantially 

in the form attached as an appendix to the Official Statement, and a reliance letter with respect thereto 

addressed to the Underwriter and the Trustee. 

 

(5) A supplemental opinion of Bond Counsel, addressed to the Underwriter, to the effect 

that: 

 

(i) The Purchase Agreement, the Installment Purchase Agreement, and the 

Escrow Agreement have been duly executed and delivered by the Authority, and are valid 

and binding upon the Authority, subject to laws relating to bankruptcy, insolvency, 

reorganization or creditors’ rights generally and to the application of equitable principles; 

 

(ii) The Purchase Agreement, the Installment Purchase Agreement, the Escrow 

Agreement and the Continuing Disclosure Agreement have been duly executed by the City, 

and are valid and binding upon the City, subject to laws relating to bankruptcy, insolvency, 

reorganization or creditors’ rights generally and to the application of equitable principles; 

 

(iii) The Bonds are exempt from registration pursuant to the Securities Act of 

1933, as amended (the “Securities Act”), and the Indenture is exempt from qualification 

pursuant to the Trust Indenture Act of 1939, as amended; and 

 

(iv) The statements contained in the Official Statement on the cover and under 

the headings “INTRODUCTION,” “FINANCING PLAN,” “THE BONDS,” “SECURITY 

FOR THE BONDS,” “TAX EXEMPTION,” in “APPENDIX B – DEFINTIONS AND 

SUMMARY OF CERTAIN PROVISIONS OF THE INSTALLMENT PURCHASE 

AGREEMENT AND THE INDENTURE,” and “APPENDIX C – FORM OF BOND 

COUNSEL OPINION,” insofar as such statements purport to describe certain provisions of 

the Bonds, the Indenture, the Installment Purchase Agreement and the Escrow Agreement, 
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and the opinion of Bond Counsel regarding the tax-exempt nature of the Bonds, present a fair 

and accurate summary of the provisions thereof. 

 

(6) An opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, as 

disclosure counsel to the Authority, addressed to the Underwriter, to the effect that: We are not 

passing upon and do not assume any responsibility for the accuracy, completeness or fairness of the 

statements contained in the Preliminary Official Statement or the Official Statement and make no 

representation that we have independently verified the accuracy, completeness or fairness of any such 

statements. However, in our capacity as disclosure counsel to the Authority and the City, we have 

reviewed certain documents as described above and have participated in conferences during which 

the contents of the Preliminary Official Statement and the Official Statement and related matters were 

discussed. Based on our review of documents and our participation in the above-mentioned 

conferences, and with the assumptions described in the second preceding paragraph, we advise you 

that, during the course of our assistance in the preparation of the Preliminary Official Statement and 

the Official Statement, no facts have come to the attention of the attorneys in our firm rendering legal 

services in connection with such representation that caused us to believe that the Preliminary Official 

Statement and the Official Statement, as of their date and as of the date of this letter contained or 

contains any untrue statement of a material fact or omitted or omits to state any material fact necessary 

in order to make the statements therein, in the light of the circumstances under which they were made, 

not misleading (except that we express no opinion or belief with respect to: (i) the expressions of 

opinion, the assumptions, the projections, the financial statements or other financial, numerical, 

economic, demographic or statistical data contained in the Preliminary Official Statement and the 

Official Statement, (ii) any CUSIP numbers or information relating thereto contained in the 

Preliminary Official Statement and the Official Statement, (iii) any information contained in the 

appendices to the Preliminary Official Statement and the Official Statement, (iv) any information 

with respect to the Depository Trust Company and its book entry system for the Bonds contained or 

incorporated in the Preliminary Official Statement and the Official Statement, (v) any information 

incorporated by reference into the Preliminary Official Statement and the Official Statement, (vi) 

information with respect to the rating on the Bonds and the rating agency referenced in the 

Preliminary Official Statement and the Official Statement, and (vii) compliance by the City with its 

obligations to provide notices of the events described in Part (b)(5)(i)(C) of Rule 15c2-12 of the 

United States Securities and Exchange Commission, as amended (the “Rule”) or to file annual reports 

described in Part (b)(5)(i)(A) of the Rule, which compliance we have not reviewed pursuant to your 

direction).  

 

(7) An opinion or opinions of Woodruff Spradlin & Smart, Costa Mesa, California, as 

General Counsel and City Attorney, dated as of the Closing addressed to the Authority, the City, the 

Trustee and the Underwriter, in form and substance acceptable to the Underwriter, to the effect that:  

 

(i) The City is a municipal corporation and general law city duly organized and 

existing under the Constitution of the State. The City Council is the governing body of the 

City.    

 

(ii)  The City has all necessary power and authority to adopt the City Resolution, 

and to enter into and perform its duties under the City Agreements, and, when executed and 

delivered by the respective parties thereto, the City Agreements will each constitute a legal, 

valid and binding obligation of the City enforceable in accordance with its respective terms, 

except as such enforcement may be limited by bankruptcy, moratorium and the exercise of 

equitable principles where equitable remedies are sought. 
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(iii) The City Resolution was duly adopted at a meeting of the City Council, 

which was called and held pursuant to law and with all public notice required by law and at 

which a quorum was present and acting throughout and the City Resolution is in full force 

and effect and has not been modified, amended or rescinded since the date of its adoption. 

 

(iv) The execution and delivery by the City of the City Agreements, the Official 

Statement and the other instruments contemplated by any of such documents to which the 

City is a party, and compliance with the provisions of each thereof, will not conflict with or 

constitute a breach of or default under any applicable law or administrative rule or regulation 

of the State, the United States or any department, division, agency or instrumentality of either 

thereof, or any applicable court or administrative decree or order or any loan agreement, note, 

resolution, indenture, contract, agreement or other instrument to which the City is a party or 

is otherwise subject or bound in a manner which could materially adversely affect the City’s 

performance under the City Agreements. 

 

(v) All approvals, consents, authorizations, elections and orders of or filings or 

registrations with any governmental authority, board, agency or commission having 

jurisdiction which would constitute a condition precedent to, or the absence of which could 

materially adversely affect, the performance by the City of its obligations under the City 

Agreements have been obtained and are in full force and effect. 

 

(vi) To the best of the City Attorney’s knowledge, after due inquiry, no action, 

suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, public 

board or body, is pending or threatened in any way against the City (A) affecting the existence 

of the City or the titles of its City Council members or its officers to their respective offices, 

(B) seeking to restrain or to enjoin the issuance or sale of the Bonds, (C) in any way 

contesting or affecting the validity or enforceability of the City Resolution or the City 

Agreements, (D) in any way contesting the powers of the City to issue or sell the Bonds or 

its authority with respect to the City Resolution or the City Agreements, (E) in any way 

contesting or affecting any of the rights, powers, duties or obligations of the City with respect 

to the money or property pledged or to be pledged under the Installment Purchase Agreement, 

or (F) in any way questioning the accuracy of the statements in the Preliminary Official 

Statement or the Official Statement. 

 

(vii) The Authority is a joint exercise of powers authority organized and validly 

existing under the laws of the State.  The Board of Directors of the Authority is the governing 

body of the Authority. 

 

(viii) The Authority has all necessary power and authority to adopt the Authority 

Resolution, and to enter into and perform its duties under the Authority Agreements and, 

when executed and delivered by the respective parties thereto, the Authority Agreements will 

each constitute legal, valid and binding obligation of the Authority enforceable in accordance 

with its respective terms, except as such enforcement may be limited by bankruptcy, 

moratorium and the exercise of equitable principles where equitable remedies are sought. 

 

(ix) The Authority Resolution was duly adopted at a regular meeting of the 

Authority’s Board of Directors, which was called and held pursuant to law and with all public 

notice required by law and at which a quorum was present and acting throughout and the 

Authority Resolution is in full force and effect and has not been modified, amended or 

rescinded since the date of its adoption. 
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(x) To the best of the City Attorney’s knowledge, after due inquiry, no action, 

suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, public 

board or body, is pending or threatened in any way against the Authority (A) affecting the 

existence of the Authority or the titles of its Board members or its officers to their respective 

offices, (B) seeking to restrain or to enjoin the issuance or sale of the Bonds, (C) in any way 

contesting or affecting the validity or enforceability of the Authority Resolution or the 

Authority Agreements, (D) in any way contesting the powers of the Authority to issue or sell 

the Bonds or its authority with respect to the Authority Resolution or the Authority 

Agreements, (E) in any way contesting or affecting any of the rights, powers, duties or 

obligations of the Authority with respect to the money or property pledged or to be pledged 

under the Indenture or (F) in any way questioning the accuracy of the statements in the 

Preliminary Official Statement or the Official Statement. 

 

(xi) The execution and delivery by the Authority of the Authority Agreements, 

the Official Statement and the other instruments contemplated by any of such documents to 

which the Authority is a party, and compliance with the provisions of each thereof, will not 

conflict with or constitute a breach of or default under any applicable law or administrative 

rule or regulation of the State, the United States or any department, division, agency or 

instrumentality of either thereof, or any applicable court or administrative decree or order or 

any loan agreement, note, resolution, indenture, contract, agreement or other instrument to 

which the Authority is a party or is otherwise subject or bound in a manner which would 

materially adversely affect the Authority’s performance under the Authority Agreements. 

 

(xii) All approvals, consents, authorizations, elections and orders of or filings or 

registrations with any governmental authority, board, agency or commission having 

jurisdiction which would constitute a condition precedent to, or the absence of which would 

materially adversely affect, the performance by the Authority of its obligations under the 

Authority Agreements have been obtained and are in full force and effect. 

 

(8) A letter of Jones Hall, A Professional Law Corporation (“Underwriter’s Counsel”), 

addressed to the Underwriter, in form and substance acceptable to the Underwriter.  

 

(9) An executed certificate or certificates of the Authority and the City, dated as of the 

date of the Preliminary Official Statement, substantially in the form attached as Exhibit B.  

 

(10) An executed closing certificate of the Authority, dated as of the Closing, in the form 

attached as Exhibit C.  

 

(11) An executed closing certificate of the City, dated as of the Closing, in the form 

attached as Exhibit D.  

 

(12) The opinion of counsel to U.S. Bank National Association (“U.S. Bank”), as Trustee 

and Escrow Agent, dated as of the Closing, addressed to the Authority, the City and the Underwriter 

to the effect that: 

 

(i) U.S. Bank is a national banking association duly organized and validly 

existing under the laws of the jurisdiction of its organization, and has the corporate power to 

execute and deliver, and to perform its obligations under, the Indenture and the Escrow 

Agreement. 
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(ii) The Indenture and the Escrow Agreement have been duly authorized, 

executed and delivered by U.S. Bank, and, assuming due authorization, execution and 

delivery by the other parties thereto, the Indenture and the Escrow Agreement constitute the 

valid and legally binding agreement of U.S. Bank enforceable in accordance with their 

respective terms, subject to laws relating in bankruptcy, insolvency or other laws affecting 

the enforcement of creditors’ rights generally and the application of equitable principles if 

equitable remedies are sought. 

 

(iii) U.S. Bank has duly authenticated the Bonds. 

 

(iv) To the best knowledge of U.S. Bank, after due inquiry, there is no action, 

suit, proceeding or investigation, at law or in equity, before or by any court or governmental 

agency, public board or body pending, or threatened against U.S. Bank which in the 

reasonable judgment of U.S. Bank would affect the existence of U.S. Bank or in any way 

contesting or affecting the validity or enforceability of the Indenture or the Escrow 

Agreement or contesting the powers of U.S. Bank or its authority to enter into and perform 

its obligations thereunder. 

 

(13) A certificate of U.S. Bank, as Trustee and Escrow Agent, dated as of the Closing, in 

the form attached as Exhibit E. 

 

(14) A tax certificate duly signed on behalf of the Authority and the City in form and 

substance acceptable to Bond Counsel and the Underwriter. 

 

(15) Evidence of required filings with the California Debt and Investment Advisory 

Commission. 

 

(16) A copy of the executed Blanket Issuer Letter of Representations by and between the 

Authority and DTC relating to the book-entry system. 

 

(17) Evidence that the Bonds have received the ratings described in the Official 

Statement. 

 

(18) A defeasance opinion of Bond Counsel, in form and substance acceptable to the 

Underwriter, relating to the 2010 Bonds. 

 

(19) A copy of the Continuing Disclosure Due Diligence Report. 

 

(20) A certificate of Fieldman, Rolapp & Associates, Inc., Irvine, California, as municipal 

advisor, in substantially the form attached hereto as Exhibit F.  

 

(21)  A certificate of the City, dated the date of the Closing, confirming that the conditions 

for the issuance of the Bonds on a parity with the 2015 Bonds set forth in Section 6.14 of the 2015 

Indenture have been satisfied in connection with the issuance of the Bonds as of such date. 

 

(22) A verification report of Causey Demgen & Moore P.C. confirming the sufficiency 

of the deposits in the escrow account established under the Escrow Agreement to defease and redeem 

the outstanding 2010 Bonds as provided in the Escrow Agreement. 

 

(23) Such additional legal opinions, certificates, proceedings, instruments and other 

documents as the Underwriter or Bond Counsel may reasonably request to evidence compliance by 
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the Authority and the City with legal requirements, the truth and accuracy, as of the date of the 

Closing, of the representations of the Authority and the City herein contained and of the Official 

Statement and the due performance or satisfaction by the Authority and the City at or prior to such 

time of all agreements then to be performed and all conditions then to be satisfied by the Authority 

and the City. 

 

All of the opinions, letters, certificates, instruments and other documents mentioned in this Purchase 

Agreement will be deemed to be in compliance with the provisions of this Purchase Agreement if, but only 

if, they are in form and substance satisfactory to the Underwriter.  If the Authority and the City are unable to 

satisfy the conditions to the obligations of the Underwriter to purchase, to accept delivery of and to pay for 

the Bonds contained in this Purchase Agreement or if the obligations of the Underwriter to purchase, to accept 

delivery of and to pay for the Bonds will be terminated for any reason permitted by this Purchase Agreement, 

this Purchase Agreement will terminate and neither the Underwriter, the Authority nor the City will be under 

further obligations hereunder, except that the respective obligations of the Authority, the City and the 

Underwriter set forth in Section 12 of this Purchase Agreement will continue in full force and effect. 

 

Section 9.  Conditions to Authority’s and City’s Obligations.  The performance by the Authority 

and the City of their respective obligations under this Purchase Agreement are conditioned upon:  (i) the 

performance by the Underwriter of its obligations hereunder and (ii) receipt by the Authority and the City of 

opinions addressed to the Authority and the City, and receipt by the Underwriter of opinions addressed to the 

Underwriter, and the delivery of certificates being delivered on the date of the Closing by persons and entities 

other than the Authority and the City. 

 

Section 10.  Establishment of Issue Price.  
 

(a) The Underwriter agrees to assist the Authority in establishing the issue price of the Bonds 

and shall execute and deliver to the Authority at Closing an “issue price” or similar certificate, together with 

the supporting pricing wires or equivalent communications, substantially in the form attached hereto as 

Exhibit B, with such modifications as may be appropriate or necessary, in the reasonable judgment of the 

Underwriter, the Authority and Bond Counsel, to accurately reflect, as applicable, the sales price or prices or 

the initial offering price or prices to the public of the Bonds.   

(b) Except as otherwise set forth in Exhibit A attached hereto, the Authority will treat the first 

price at which 10% of each maturity of the Bonds (the “10% test”) is sold to the public as the issue price of 

that maturity.  At or promptly after the execution of this Bond Purchase Agreement, the Underwriter shall 

report to the Authority the price or prices at which it has sold to the public each maturity of Bonds.  If at that 

time the 10% test has not been satisfied as to any maturity of the Bonds, the Underwriter agrees to promptly 

report to the Authority the prices at which it sells the unsold Bonds of that maturity to the public. That 

reporting obligation shall continue, whether or not the Closing has occurred, until either (i) the Underwriter 

has sold all Bonds of that maturity or (ii) the 10% test has been satisfied as to the Bonds of that maturity, 

provided that the Underwriter’s reporting obligation after the date of the Closing may be at reasonable 

periodic intervals or otherwise upon request of the Authority or Bond Counsel. For purposes of this Section, 

if Bonds mature on the same date but have different interest rates, each separate CUSIP number within that 

maturity will be treated as a separate maturity of the Bonds. 

(c) The Underwriter confirms that it has offered the Bonds to the public on or before the date of 

this Bond Purchase Agreement at the offering price or prices (the “initial offering price”), or at the 

corresponding yield or yields, set forth in Exhibit A attached hereto, except as otherwise set forth therein.  

Exhibit A also sets forth, as of the date of this Bond Purchase Agreement, the maturities, if any, of the Bonds 

for which the 10% test has not been satisfied and for which the Authority and the Underwriter agree that the 

restrictions set forth in the next sentence shall apply, which will allow the Authority to treat the initial offering 

Page 198 of 299 



15 

price to the public of each such maturity as of the sale date as the issue price of that maturity (the “hold-the-

offering-price rule”).  So long as the hold-the-offering-price rule remains applicable to any maturity of the 

Bonds, the Underwriter will neither offer nor sell unsold Bonds of that maturity to any person at a price that 

is higher than the initial offering price to the public during the period starting on the sale date and ending on 

the earlier of the following:  

(1) the close of the fifth (5th) business day after the sale date; or 

(2) the date on which the Underwriter has sold at least 10% of that maturity of the Bonds 

to the public at a price that is no higher than the initial offering price to the public.   

The Underwriter will advise the Authority promptly after the close of the fifth (5th) business day 

after the sale date whether it has sold 10% of that maturity of the Bonds to the public at a price that is no 

higher than the initial offering price to the public. 

(d) The Underwriter confirms that: 

(i)  any selling group agreement and any third-party distribution agreement relating to 

the initial sale of the Bonds to the public, together with the related pricing wires, contains or will 

contain language obligating each dealer who is a member of the selling group and each broker-dealer 

that is a party to such third-party distribution agreement, as applicable: 

(A) (i) to report the prices at which it sells to the public the unsold Bonds of each maturity 

allocated to it, whether or not the Closing has occurred, until either all Bonds of that maturity 

allocated to it have been sold or it is notified by the Underwriter that the 10% test has been 

satisfied as to the Bonds of that maturity, provided that the reporting obligation after the date 

of the Closing may be at reasonable periodic intervals or otherwise upon request of the 

Underwriter, and (ii) to comply with the hold-the-offering-price rule, if applicable, if and for 

so long as directed by the Underwriter,  

(B) to promptly notify the Underwriter of any sales of Bonds that, to its knowledge, are 

made to a purchaser who is a related party to an underwriter participating in the initial sale 

of the Bonds to the public (each such term being used as defined below), and 

(C) to acknowledge that, unless otherwise advised by the dealer or broker-dealer, the 

Underwriter shall assume that each order submitted by the dealer or broker-dealer is a sale 

to the public. 

(ii) any selling group agreement relating to the initial sale of the Bonds to the public, 

together with the related pricing wires, contains or will contain language obligating each dealer that 

is a party to a third-party distribution agreement to be employed in connection with the initial sale of 

the Bonds to the public to require each broker-dealer that is a party to such third-party distribution 

agreement to (A) report the prices at which it sells to the public the unsold Bonds of each maturity 

allocated to it, whether or not the Closing has occurred, until either all Bonds of that maturity 

allocated to it have been sold or it is notified by the Underwriter or the dealer that the 10% test has 

been satisfied as to the Bonds of that maturity, provided that the reporting obligation after the date of 

the Closing may be at reasonable periodic intervals or otherwise upon request of the Underwriter or 

the dealer, and (B) comply with the hold-the-offering-price rule, if applicable, if and for so long as 

directed by the Underwriter or the dealer and as set forth in the related pricing wires.         
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(e) The Authority acknowledges that, in making the representations set forth in this section, the 

Underwriter will rely on (i) in the event a selling group has been created in connection with the initial sale of 

the Bonds to the public, the agreement of each dealer who is a member of the selling group to comply with 

the requirements for establishing issue price of the Bonds, including, but not limited to, its agreement to 

comply with the hold-the-offering-price rule, if applicable to the Bonds, as set forth in a selling group 

agreement and the related pricing wires, and (ii) in the event that a third-party distribution agreement was 

employed in connection with the initial sale of the Bonds to the public, the agreement of each broker-dealer 

that is a party to such agreement to comply with the requirements for establishing issue price of the Bonds, 

including, but not limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to 

the Bonds, as set forth in the third-party distribution agreement and the related pricing wires.  The Authority 

further acknowledges that the Underwriter shall not be liable for the failure of any dealer who is a member of 

a selling group, or of any broker-dealer that is a party to a third-party distribution agreement, to comply with 

its corresponding agreement to comply with the requirements for establishing issue price of the Bonds, 

including, but not limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to 

the Bonds.   

(f) The Underwriter acknowledges that sales of any Bonds to any person that is a related party 

to an underwriter participating in the initial sale of the Bonds to the public (each such term being used as 

defined below) shall not constitute sales to the public for purposes of this section.  Further, for purposes of 

this section: 

(i) “public” means any person other than an underwriter or a related party,  

(ii) “underwriter” means (A) any person that agrees pursuant to a written contract with 

the Authority (or with the lead underwriter to form an underwriting syndicate) to 

participate in the initial sale of the Bonds to the public and (B) any person that agrees 

pursuant to a written contract directly or indirectly with a person described in clause 

(A) to participate in the initial sale of the Bonds to the public (including a member 

of a selling group or a party to a third-party distribution agreement participating in 

the initial sale of the Bonds to the public),  

(iii) a purchaser of any of the Bonds is a “related party” to an underwriter if the 

underwriter and the purchaser are subject, directly or indirectly, to (A) more than 

50% common ownership of the voting power or the total value of their stock, if both 

entities are corporations (including direct ownership by one corporation of another), 

(B) more than 50% common ownership of their capital interests or profits interests, 

if both entities are partnerships (including direct ownership by one partnership of 

another), or (C) more than 50% common ownership of the value of the outstanding 

stock of the corporation or the capital interests or profit interests of the partnership, 

as applicable, if one entity is a corporation and the other entity is a partnership 

(including direct ownership of the applicable stock or interests by one entity of the 

other), and  

 (iv) “sale date” means the date of execution of this Bond Purchase Agreement by all 

parties. 

Section 11.  Termination Events.  The Underwriter will have the right to terminate the Underwriter’s 

obligations under this Purchase Agreement to purchase, to accept delivery of and to pay for the Bonds by 

notifying the Authority and the City of its election to do so if, after the execution hereof and prior to the 

Closing, any of the following events occurs:   
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(a) the marketability of the Bonds or the market price thereof, in the opinion of the 

Underwriter, has been materially and adversely affected by any decision issued by a court of the 

United States (including the United States Tax Court) or of the State, by any ruling or regulation 

(final, temporary or proposed) issued by or on behalf of the Department of the Treasury of the United 

States, the Internal Revenue Service, or other governmental agency of the United States, or any 

governmental agency of the State, or by a tentative decision or announcement by any member of the 

House Ways and Means Committee, the Senate Finance Committee, or the Conference Committee 

with respect to contemplated legislation or by legislation enacted by, pending in, or favorably 

reported to either the House of Representatives or either House of the Legislature of the State, or 

formally proposed to the Congress of the United States by the President of the United States or to the 

Legislature of the State by the Governor of the State in an executive communication, affecting the 

tax status of the Authority or the City, its property or income, its bonds (including the Bonds) or the 

interest thereon or any tax exemption granted or authorized by the Internal Revenue Code of 1986, 

as amended;  

 

(b) the United States becomes engaged in hostilities that result in a declaration of war or 

a national emergency, or any other outbreak of hostilities occurs, or a local, national or international 

calamity or crisis occurs, financial or otherwise, the effect of such outbreak, calamity or crisis being 

such as, in the reasonable opinion of the Underwriter, would affect materially and adversely the 

ability of the Underwriter to market the Bonds;  

 

(c) there occurs a general suspension of trading on the New York Stock Exchange or 

other major exchange shall be in force, or minimum or maximum prices for trading shall have been 

fixed and be in force, or maximum ranges for prices for securities shall have been required and be in 

force on any such exchange, whether by virtue of determination by that exchange or by order of the 

SEC or any other governmental authority having jurisdiction;  

 

(d) a stop order, ruling, regulation or official statement by, or on behalf of, the Securities 

and Exchange Commission is issued or made to the effect that the issuance, offering or sale of the 

Bonds is or would be in violation of any provision of the Securities Act of 1933, as then in effect, or 

of the Securities Exchange Act of 1934, as then in effect, or of the Trust Indenture Act of 1939, as 

then in effect;  

 

(e) legislation is enacted by the House of Representatives or the Senate of the Congress 

of the United States of America, or a decision by a court of the United States of America is rendered, 

or a ruling or regulation by or on behalf of the Securities and Exchange Commission or other 

governmental agency having jurisdiction of the subject matter is made or proposed to the effect that 

the obligations of the general character of the Bonds, including the Bonds, are not exempt from 

registration, qualification or other similar requirements of the Securities Act of 1933, as then in effect, 

or of the Trust Indenture Act of 1939, as then in effect;  

 

(f) in the reasonable judgment of the Underwriter, the market price of the Bonds, or the 

market price generally of obligations of the general character of the Bonds, might be materially and 

adversely affected because additional material restrictions not in force as of the date hereof is imposed 

upon trading in securities generally by any governmental authority or by any national securities 

exchange;  

 

(g) the Comptroller of the Currency, The New York Stock Exchange, or other national 

securities exchange, or any governmental authority, imposes, as to the Bonds or obligations of the 

general character of the Bonds, any material restrictions not now in force, or increase materially those 
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now in force, with respect to the extension of credit by, or the charge to the net capital requirements 

of, or financial responsibility requirements of the Underwriter;  

 

(h) a general banking moratorium is established by federal, New York or State 

authorities;  

 

(i) any legislation, ordinance, rule or regulation is introduced in or enacted by any 

governmental body, department or agency in the State or a decision of a court of competent 

jurisdiction within the State is rendered, which, in the opinion of the Underwriter, after consultation 

with the Authority and the City, materially adversely affects the market price of the Bonds;  

 

(j) any federal or California court, authority or regulatory body takes action materially 

and adversely affecting the payment or receipt of the principal and interest on the Bonds; 

 

(k) any withdrawal, downgrading or placement on credit watch negative of any 

underlying rating of any securities of the Authority or the City by a national municipal bond rating 

agency that, in the opinion of the Underwriter, adversely affects the market price of the Bonds;  

 

(l) an event occurs which in the reasonable opinion of the Underwriter requires a 

supplement or amendment to the Official Statement and: (i) the City or the Authority refuses to 

prepare and furnish such supplement or amendment; or (ii) in the reasonable judgment of the 

Underwriter, the occurrence of such event materially and adversely affects the marketability of the 

Bonds or the ability of the Underwriter to enforce contracts for the sale of the Bonds; 

 

(m) additional material restrictions that are not in force as of the date hereof shall have 

been imposed upon trading in securities generally by any domestic governmental authority or by any 

domestic national securities exchange, which are material to the marketability of the Bonds; or 

 

(n) the commencement of any action, suit or proceeding that is described in Section 5(e) 

and 6(e). 

 

Section 12.  Payment of Expenses.  (a)  The Underwriter will be under no obligation to pay, and the 

Authority and/or the City will pay the following expenses incident to the performance of the Authority’s and 

the City’s obligations hereunder:  

 

(i) the fees and disbursements of the Authority’s municipal advisor and of Bond 

Counsel and Disclosure Counsel;  

 

(ii) the cost of printing and delivering the Bonds, the Preliminary Official Statement and 

the Official Statement (and any amendment or supplement prepared pursuant to Sections 5 and 6 of 

this Purchase Agreement);  

 

(iii) the fees and disbursements of accountants, advisers and of any other experts or 

consultants retained by the Authority or the City; and  

 

(iv) any other expenses and costs of the Authority and the City incident to the 

performance of their respective obligations in connection with the authorization, issuance and sale of 

the Bonds, including out-of-pocket expenses and regulatory expenses, and any other expenses agreed 

to by the parties. 
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(b) The City and the Authority will be under no obligation to pay, and the Underwriter will pay, 

any fees of the California Debt and Investment Advisory Commission, the cost of obtaining CUSIP numbers, 

the cost of preparation of any “blue sky” or legal investment memoranda and this Purchase Agreement; and 

all other expenses incurred by the Underwriter in connection with its public offering and distribution of the 

Bonds (except those specifically enumerated in paragraph (a) of this section), including the fees and 

disbursements of Underwriter’s Counsel, meals, transportation and lodging (but not entertainment expenses), 

and any advertising expenses in connection with the public offering of the Bonds. 

 

Section 13. Notices.  Any notice or other communication to be given to the Authority or the City 

under this Purchase Agreement may be given by delivering the same in writing to the Authority and the City 

at the addresses set forth on the first page of this Purchase Agreement, and any notice or other communication 

to be given to the Underwriter under this Purchase Agreement may be given by delivering the same in writing 

to Stifel, Nicolaus & Company, Incorporated, One Montgomery Street, 35th Floor, San Francisco, California 

94104, Attention: Sara Brown. 

 

Section 14.  Survival of Representations, Warranties, Agreements.  All of the Authority’s and the 

City’s representations, warranties and agreements contained in this Purchase Agreement will remain 

operative and in full force and effect regardless of: (a) any investigations made by or on behalf of the 

Underwriter; or (b) delivery of and payment for the Bonds pursuant to this Purchase Agreement.  The 

agreements contained in this Section and in Section 12 will survive any termination of this Purchase 

Agreement. 

 

Section 15.  Benefit; No Assignment.  This Purchase Agreement is made solely for the benefit of 

the Authority, the City and the Underwriter (including its successors and assigns), and no other person will 

acquire or have any right hereunder or by virtue hereof.  The rights and obligations created by this Purchase 

Agreement are not subject to assignment by the Underwriter, the Authority or the City without the prior 

written consent of the other parties hereto. 

 

Section 16.  Severability.  In the event that any provision of this Purchase Agreement is held invalid 

or unenforceable by any court of competent jurisdiction, such holding will not invalidate or render 

unenforceable any other provision of this Purchase Agreement. 

 

Section 17.  Counterparts.  This Purchase Agreement may be executed in any number of 

counterparts, all of which taken together will constitute one agreement, and any of the parties hereto may 

execute the Purchase Agreement by signing any such counterpart. 

 

Section 18.  Governing Law.  This Purchase Agreement will be governed by the laws of the State. 

 

Page 203 of 299 



 

S-1 

Section 19.  Effectiveness.  This Purchase Agreement will become effective upon the execution of 

the acceptance hereof by an authorized officer of the Authority and the City, and will be valid and 

enforceable as of the time of such acceptance. 

 

Very truly yours, 

 

STIFEL, NICOLAUS & COMPANY, 

INCORPORATED, as Underwriter 

 

 

 

By:   

 Authorized Officer 

 

 

Accepted: 

 

GARDEN GROVE PUBLIC FINANCING 

AUTHORITY 

 

 

 

By:   

Authorized Representative 

 

Time of Execution:     California Time 

 

 

CITY OF GARDEN GROVE 

 

 

 

By:   

Authorized Representative 

 

Time of Execution:     California Time 
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EXHIBIT A 

 

MATURITY SCHEDULE 

 

Maturity 

(December 15) 

Principal 

Amount 

Interest 

Rate Yield Price 

10% Test 

Satisfied* 

10% Test 

Not 

Satisfied 

Subject to 

Hold-The-

Offering-

Price Rule 

        

        

        

        

        

        

        

        

        

        

        

        

        
 

T: Term Bond. 

C: Priced to optional redemption date of December 15, 20__, at par.  
* At the time of execution of this Purchase Agreement and assuming orders are confirmed immediately after the execution of this 

Purchase Agreement. 

 

REDEMPTION 

 

Optional Redemption.  The Bonds with stated maturities on or after December 15, 20__, are subject 

to redemption prior to their respective stated maturities, as a whole or in part as directed by the Authority 

in a Request provided to the Trustee at least 35 days (or such lesser number of days acceptable to the Trustee 

in the sole discretion of the Trustee, such notice for the convenience of the Trustee) and by lot within each 

maturity in integral multiples of $5,000, on _____ __, 20__ or any date thereafter at a Redemption Price 

equal to the principal amount thereof plus accrued interest thereon to the date fixed for redemption, without 

premium. 

 

Mandatory Sinking Fund Redemption.  The Bonds with stated maturities on December 15, 20__ 

are subject to mandatory sinking fund redemption in part (by lot) on December 15, 20__ and each December 

15 thereafter, in integral multiples of $5,000 at a Redemption Price of the principal amount thereof plus 

accrued interest to the date fixed for redemption, without premium, in accordance with the following 

schedule: 

 
Redemption Date 

(December 15) 

Principal 

Amount 

20__ $ 

20__  

20__  

20__  

20__*  

    

* Maturity. 
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If some but not all of the Bonds maturing on December 15, 20__ are redeemed as described under 

the subcaptions “—Optional Redemption” or “—Extraordinary Redemption from Net Proceeds of 

Insurance or Condemnation,” the principal amount of the applicable Bonds to be redeemed pursuant to the 

Indenture on any subsequent December 15 will be reduced, by $5,000 or an integral multiple thereof, as 

designated by the Authority in a Certificate of the Authority filed with the Trustee; provided, however, that 

the aggregate amount of such reductions may not exceed the aggregate amount of the applicable Bonds 

redeemed. 

Extraordinary Redemption from Net Proceeds of Insurance or Condemnation.  The Bonds will 

be subject to extraordinary redemption prior to their respective stated maturities, as a whole or in part on 

any date in the order of maturity and within maturities as directed by the Authority in a Request provided 

to the Trustee at least 35 days (or such lesser number of days acceptable to the Trustee in the sole discretion 

of the Trustee, such notice for the convenience of the Trustee) prior to such date in integral multiples of 

$5,000 from Net Proceeds, upon the terms and conditions of, and as provided for in, the Installment 

Purchase Agreement, at a Redemption Price equal to the principal amount thereof plus accrued interest 

thereon to the date fixed for redemption, without premium.  
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 EXHIBIT B 

 

 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

15c2-12 CERTIFICATE 
 

The undersigned hereby certifies and represents that he or she is the duly appointed and acting 

representative of the City of Garden Grove (the “City”) and the Garden Grove Public Financing Authority 

(the “Authority”), and is duly authorized to execute and deliver this Certificate and further hereby certifies 

and reconfirms on behalf of the City and the Authority as follows: 

 

(1) This Certificate is delivered in connection with the offering and sale of the bonds 

captioned above (the “Bonds”) in order to enable the underwriter of the Bonds to comply with 

Securities and Exchange Commission Rule 15c2-12 under the Securities Exchange Act of 1934, as 

amended (the “Rule”). 

 

(2) In connection with the offering and sale of the Bonds, there has been prepared a 

Preliminary Official Statement, setting forth information concerning the Bonds, the Authority and 

the City (the “Preliminary Official Statement”). 

 

(3) As used herein, “Permitted Omissions” means the offering price(s), interest rate(s), 

selling compensation, aggregate principal amount, principal amount per maturity, delivery dates, 

ratings and other terms of the Bonds depending on such matters, all with respect to the Bonds. 

 

(4) The Preliminary Official Statement is, except for the Permitted Omissions, deemed 

final within the meaning of Rule 15c2-12, and the information therein is accurate and complete 

except for the Permitted Omissions. 

 

Dated:  

CITY OF GARDEN GROVE 

 

 

By:_____________________________ 

 Authorized Officer  

 

 

GARDEN GROVE PUBLIC 

FINANCING AUTHORITY 

 

 

By:_____________________________ 

 Authorized Officer  
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EXHIBIT C 

 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

CLOSING CERTIFICATE OF THE AUTHORITY 
 

The undersigned hereby certifies and represents that he or she is the duly appointed and acting 

representative of the Garden Grove Public Financing Authority (the “Authority”), and is duly authorized to 

execute and deliver this Certificate and further hereby certifies and reconfirms on behalf of the Authority 

as follows: 

 

(i) The representations, warranties and covenants of the Authority contained in the Bond 

Purchase Agreement dated _________, 2020, among the Authority, the City of Garden Grove and 

Stifel, Nicolaus & Company, Incorporated, as underwriter (the “Purchase Agreement”), are true 

and correct and in all material respects on and as of the date of the Closing with the same effect as 

if made on the date of the Closing.  

 

(ii) The Authority Resolution is in full force and effect at the date of the Closing and has 

not been amended, modified or supplemented.  

 

(iii) The Authority has complied with all the agreements and satisfied all the conditions on 

its part to be performed or satisfied on or prior to the date of the Closing.  

 

(iv) Subsequent to the date of the Official Statement and on or prior to the date of such 

certificate, there has been no material adverse change in the condition (financial or otherwise) of 

the Authority, whether or not arising in the ordinary course of the operations of the Authority, as 

described in the Official Statement.  

 

(v) The Preliminary Official Statement as of its date and the date of the Purchase 

Agreement and the Official Statement as of its date and the date of the Closing (other than any 

information it contains concerning The Depository Trust Company and the book-entry system for 

the Bonds or provided by the Underwriter) do not contain any untrue or misleading statement of a 

material fact and do not omit to state any material fact necessary to make the statements therein, in 

the light of the circumstances under which they are made, not misleading. 

 

Capitalized terms used but not defined herein have the meanings given in the Bond Purchase 

Agreement. 

 

Dated:  

GARDEN GROVE PUBLIC 

FINANCING AUTHORITY 

 

 

By: _____________________________ 

 Authorized Officer  
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EXHIBIT D 

 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

 

CLOSING CERTIFICATE OF THE CITY 
 

The undersigned hereby certifies and represents that he or she is the duly appointed and acting 

representative of the City of Garden Grove (the “City”), and is duly authorized to execute and deliver this 

Certificate and further hereby certifies and reconfirms on behalf of the City as follows: 

 

(i) The representations, warranties and covenants of the City contained in the Bond 

Purchase Agreement dated ______, 2020, among the City, the Garden Grove Public Financing 

Authority and Stifel, Nicolaus & Company, Incorporated, as underwriter (the “Purchase 

Agreement”), are true and correct and in all material respects on and as of the date of the Closing 

with the same effect as if made on the date of the Closing.  

 

(ii) The City Resolution is in full force and effect at the date of the Closing and has not 

been amended, modified or supplemented.  

 

(iii) The City has complied with all the agreements and satisfied all the conditions on its 

part to be performed or satisfied on or prior to the date of the Closing.  

 

(iv) Subsequent to the date of the Official Statement and on or prior to the date of such 

certificate, there has been no material adverse change in the condition (financial or otherwise) of 

the City, whether or not arising in the ordinary course of operations, as described in the Official 

Statement. 

 

(v) The Preliminary Official Statement as of its date and the date of the Purchase 

Agreement and the Official Statement as of its date and the date of the Closing (other than any 

information it contains concerning The Depository Trust Company and the book-entry system for 

the Bonds or provided by the Underwriter) do not contain any untrue or misleading statement of a 

material fact and do not omit to state any material fact necessary to make the statements therein, in 

the light of the circumstances under which they are made, not misleading. 

 

Capitalized terms used but not defined herein have the meanings given in the Purchase Agreement. 

 

Dated:  

CITY OF GARDEN GROVE 

 

 

By:_____________________________ 

                  Authorized Officer 
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EXHIBIT E 

 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

 

 

CLOSING CERTIFICATE OF  

U.S. BANK NATIONAL ASSOCIATION 
 

The undersigned hereby certifies and represents that he or she is the duly appointed and acting 

representative of U.S. Bank National Association (“U.S. Bank”), and is duly authorized to execute and 

deliver this Certificate and further hereby certifies and reconfirms on behalf of U.S. Bank as follows: 

 

(i) U.S. Bank has all necessary power to enter into the following documents (collectively, the 

“Documents”): (i) Indenture of Trust, dated as of November 1, 2020 (the “Indenture”), by and between the 

Garden Grove Public Financing Authority (the “Authority”) and U.S. Bank; and  

(ii) Escrow Agreement (2010 Bonds), dated as of November 1, 2020, by and among the Authority, the City 

of Garden Grove (the “City”) and U.S. Bank, as escrow agent and trustee, relating to the 2010 Bonds; 

 

(ii) The Documents have been duly authorized, executed and delivered by U.S. Bank, and the 

Documents each constitute the legal, valid and binding obligation of U.S. Bank enforceable in accordance 

with their respective terms, except as enforcement thereof may be limited by bankruptcy, insolvency or 

other laws affecting the enforcement of creditors’ rights generally and by the application of equitable 

principles, if equitable remedies are sought; 

 

(iii) No consent, approval, authorization or other action by any governmental or regulatory 

authority having jurisdiction over U.S. Bank that has not been obtained is or will be required for the 

execution and delivery of the Documents or the performance by U.S. Bank of its duties and obligations 

under the Documents; 

 

(iv) The execution and delivery by U.S. Bank of the Documents  and compliance with the terms of 

the Documents will not conflict with, or result in a violation or breach of, or constitute a default under, any 

material agreement or material instrument to which U.S. Bank is a party or by which it is bound, or any law 

or any rule, regulation, order or decree of any court or governmental agency or body having jurisdiction 

over U.S. Bank or any of its activities or properties (except that no representation, warranty or agreement 

need be made by such counsel with respect to any federal or State securities or blue sky laws or regulations); 

 

(v) To the best knowledge of U.S. Bank, after due inquiry, there is no action, suit, proceeding or 

investigation, at law or in equity, before or by any court or governmental agency, public board or body 

pending, or threatened against U.S. Bank which in the reasonable judgment of U.S. Bank would affect the 

existence of U.S. Bank or in any way contesting or affecting the validity or enforceability of the Documents 

or contesting the powers of U.S. Bank or its authority to enter into and perform its obligations thereunder; 

and 

 

(vi)  U.S. Bank has duly authenticated the Bonds. 
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Capitalized terms used but not defined herein have the meanings given in the Bond Purchase 

Agreement dated _______, 2020, among the City, the Authority and Stifel, Nicolaus & Company, 

Incorporated, as underwriter. 

 

Dated:  

U.S. BANK NATIONAL ASSOCIATION, 

as Trustee and Escrow Agent 

 

 

By:_____________________________ 

 Authorized Officer 
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EXHIBIT F 

 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

 

 

CERTIFICATE OF MUNICIPAL ADVISOR 

 

 

The undersigned hereby states and certifies that: 

 

(i) the undersigned is an authorized officer of Fieldman, Rolapp & Associates, Inc. (the 

“Municipal Advisor”), which has acted as municipal advisor to the Garden Grove Public Financing 

Authority and the City of Garden Grove in connection with the issuance of the above-referenced bonds (the 

“Bonds”), and as such, is familiar with the facts herein certified and is authorized and qualified to certify 

the same; 

(ii) the Municipal Advisor has reviewed the Preliminary Official Statement dated _____, 2020 

and the final Official Statement dated _____, 2020 (the “Official Statement”) relating to the Bonds; and 

(iii)  nothing has come to the attention of the Municipal Advisor which would lead it to believe 

that the Preliminary Official Statement as of its date or the date of the pricing of the Bonds or the Official 

Statement as of its date or the date hereof contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made therein, in light of the circumstances under which they 

were made, not misleading. 

 

 

Dated:   FIELDMAN, ROLAPP & ASSOCIATES, INC., 

   as Municipal Advisor 

 

 

 

By:    

 Authorized Officer 
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EXHIBIT G 
 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

 

FORM OF ISSUE PRICE CERTIFICATE 

 

The undersigned, Stifel, Nicolaus & Company, Incorporated (“Stifel”), hereby certifies as set forth 

below with respect to the sale and issuance of the above-captioned obligations (the “Bonds”). 

1. Bond Purchase Agreement.  On ____________, 2020 (the “Sale Date”), Stifel and the Issuer 

executed a Bond Purchase Agreement (the “Purchase Agreement”) in connection with the sale of the 

Bonds. Stifel has not modified the Purchase Agreement since its execution on the Sale Date. 

2. Price.   

 

(a) As of the date of this Certificate, for each [Maturity] [[of the General Rule Maturities] of the 

Bonds, the first price at which at least 10% of each such Maturity of the Bonds was sold to the 

Public (the “10% Test”)  was the respective price for such Maturity listed in Schedule A 

attached hereto. 

(b) [Stifel offered the Hold-the-Offering-Price Maturities to the Public for purchase at the respective 

initial offering prices listed in Schedule A (the “Initial Offering Prices”) on or before the Sale 

Date.  A copy of the pricing wire or equivalent communication for the Bonds is attached to this 

certificate as Schedule B. 

(c) As set forth in the Bond Purchase Agreement, Stifel has agreed in writing that, (i) for each 

Maturity of the Hold-the-Offering-Price Maturities, it would neither offer nor sell any of the 

Bonds of such Maturity to any person at a price that is higher than the Initial Offering Price for 

such Maturity during the Holding Period for such Maturity (the “hold-the-offering-price rule”), 

and (ii) any selling group agreement shall contain the agreement of each dealer who is a member 

of the selling group, and any retail distribution agreement shall contain the agreement of each 

broker-dealer who is a party to the retail distribution agreement, to comply with the hold-the-

offering-price rule.  Pursuant to such agreement, no Underwriter (as defined below) has offered 

or sold any Maturity of the Hold-the-Offering-Price Maturities at a price that is higher than the 

respective Initial Offering Price for that Maturity of the Bonds during the Holding Period.] 

(d)  [** With respect to each of the General Rule Maturities of the Bonds: 

(1)  As of the date of this Certificate, Stifel has not sold at least 10% of the Bonds of these 

Maturities at any single price.  

(2)  As of the date of this Certificate, Stifel reasonably expects that the first sale to the Public 

of Bonds of these Maturities will be at or below the respective price or prices listed on the 

attached Schedule A as the “Reasonably Expected Sale Prices for Undersold Maturities.” 
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(3)  Stifel will provide actual sales information (substantially similar to the information 

contained on Schedule B) as to the price at which the first 10% of each such Maturity 

(i.e., the Undersold Maturity or Maturities) is sold to the Public.  

(4)  On the date the 10% Test is satisfied with respect to all Maturities of the Bonds, Stifel 

will execute a supplemental certificate substantially in the form attached hereto as 

Schedule C with respect to any remaining Maturities for which the 10% Test has not been 

satisfied as of the Closing Date.**] 

3. Defined Terms. 
 

(a) “General Rule Maturities” means those Maturities of the Bonds listed in Schedule A hereto as 

the “General Rule Maturities.” 

(b) “Hold-the-Offering-Price Maturities” means those Maturities of the Bonds listed in Schedule 

A hereto as the “Hold-the-Offering-Price Maturities.” 

(c) “Holding Period” means, with respect to a Hold-the-Offering-Price Maturity, the period 

starting on the Sale Date and ending on the earlier of (i) the close of the fifth business day after 

the Sale Date (___________, 2020), or (ii) the date on which Stifel has sold at least 10% of such 

Hold-the-Offering-Price Maturity to the Public at prices that are no higher than the Initial 

Offering Price for such Hold-the-Offering-Price Maturity. 

(d) “Issuer” means the Garden Grove Public Financing Authority. 

(e) “Maturity” means Bonds with the same credit and payment terms.  Bonds with different 

maturity dates, or Bonds with the same maturity date but different stated interest rates, are 

treated as separate Maturities. 

(f) “Public” means any person (including an individual, trust, estate, partnership, association, 

company, or corporation) other than an Underwriter or a related party to an Underwriter.  The 

term “related party” for purposes of this certificate generally means any two or more persons 

who have greater than 50 percent common ownership, directly or indirectly. 

(g) “Underwriter” means (i) any person that agrees pursuant to a written contract with the Issuer 

(or with the lead Underwriter to form an underwriting syndicate) to participate in the initial sale 

of the Bonds to the Public, and (ii) any person that agrees pursuant to a written contract directly 

or indirectly with a person described in clause (i) of this paragraph to participate in the initial 

sale of the Bonds to the Public (including a member of a selling group or a party to a retail 

distribution agreement participating in the initial sale of the Bonds to the Public). 

4. The representations set forth in this certificate are limited to factual matters only.  Nothing in this 

certificate represents Stifel’s interpretation of any laws, including specifically Sections 103 and 148 

of the Internal Revenue Code of 1986, as amended, and the Treasury Regulations thereunder.  The 

undersigned understands that the foregoing information will be relied upon by the Issuer with respect 

to certain of the representations set forth in the Tax Certificate of the Issuer dated ___________, 2020 

and with respect to compliance with the federal income tax rules affecting the Bonds, and by Bond 

Counsel, in connection with rendering its opinion that the interest on the Bonds is excluded from 

gross income for federal income tax purposes, the preparation of the Internal Revenue Service Form 

8038-G, and other federal income tax advice that it may give to the Issuer from time to time relating 

to the Bonds. 
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STIFEL, NICOLAUS & COMPANY, INCORPORATED 

 

 

By:  

 Managing Director 

 

By:  

 Director 

 

Dated: __________, 2020 
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SCHEDULE A 

TO 

ISSUE PRICE CERTIFICATE 

 

[Schedules to be updated at pricing in the event there are Hold-the-Offering-Price-Maturities] 

 

Actual Sales Information as of Closing Date 
 

 

Maturity/CUSIP Coupon Date Sold Time Sold Par Amount Sale Price 

      

      

      

      

      

      

      

      

      

 

 

 

 

 

[**Reasonably Expected Sales Prices for Undersold Maturities as of Closing Date 

 

 

Maturity/CUSIP Coupon Par Amount Offering Prices 

    

    

    

    

    

    

    

    

    

**] 
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 [**SCHEDULE B 

TO 

ISSUE PRICE CERTIFICATE 

 

 

 

 

Actual Sales for Undersold Maturities as of the Closing Date 

 

 

Maturity/CUSIP Date Sold Time Sold Par Amount Sale Price 

     

     

     

     

     

     

     

     

     

**] 
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[**SCHEDULE C 

TO 

ISSUE PRICE CERTIFICATE 

 

SUPPLEMENTAL ISSUE PRICE CERTIFICATE OF UNDERWRITER 

 

$________ 

GARDEN GROVE PUBLIC FINANCING AUTHORITY  

WATER REVENUE BONDS, SERIES 2020A 

 

The undersigned, Stifel, Nicolaus & Company, Incorporated (“Stifel”), hereby certifies as set forth 

below with respect to the sale and issuance of the above-captioned obligations (the “Bonds”). 

1. Issue Price.   

(a) Stifel sold at least 10% of the _______ Maturities of the Bonds to the Public at the price or 

prices shown on the Issue Price Certificate dated as of the Closing Date (the “10% Test”).  With 

respect to each of the ______ Maturities of the Bonds, Stifel had not satisfied the 10% Test as 

of the Closing Date (the “Undersold Maturities”). 

(b) As of the date of this Supplemental Certificate, Stifel has satisfied the 10% Test with respect to 

the Undersold Maturities.  The first price or prices at which at least 10% of each such Undersold 

Maturity was sold to the Public are the respective prices listed on Exhibit A attached hereto. 

2. Defined Terms.   

(a) “Issuer” means the Garden Grove Public Financing Authority. 

(b) “Maturity” means Bonds with the same credit and payment terms.  Bonds with different 

maturity dates, or Bonds with the same maturity date but different stated interest rates, are 

treated as separate Maturities. 

(c) “Public” means any person (including an individual, trust, estate, partnership, association, 

company, or corporation) other than an Underwriter or a related party to an Underwriter.  The 

term “related party” for purposes of this certificate generally means any two or more persons 

who have greater than 50 percent common ownership, directly or indirectly. 

(d) “Underwriter” means (1) any person that agrees pursuant to a written contract with the Issuer 

(or with the lead Underwriter to form an underwriting syndicate) to participate in the initial sale 

of the Bonds to the Public, and (2) any person that agrees pursuant to a written contract directly 

or indirectly with a person described in clause (1) of this paragraph to participate in the initial 

sale of the Bonds to the Public (including a member of a selling group or a party to a retail 

distribution agreement participating in the initial sale of the Bonds to the Public). 

3. The representations set forth in this certificate are limited to factual matters only.  Nothing in this 

certificate represents Stifel’s interpretation of any laws, including specifically Sections 103 and 148 

of the Internal Revenue Code of 1986, as amended, and the Treasury Regulations thereunder.  The 

undersigned understands that the foregoing information will be relied upon by the Issuer with respect 

to certain of the representations set forth in the Tax Certificate of the Issuer dated ______________, 

2020 and with respect to compliance with the federal income tax rules affecting the Bonds, and by 

Bond Counsel, in connection with rendering its opinion that the interest on the Bonds is excluded 
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from gross income for federal income tax purposes, the preparation of the Internal Revenue Service 

Form 8038-G, and other federal income tax advice that it may give to the Issuer from time to time 

relating to the Bonds. 

STIFEL, NICOLAUS & COMPANY, INCORPORATED 

 

 

By:  

[Title] 

 

 

By:  

[Title] 

 

 

Dated: ____________, 2020 
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EXHIBIT A 

TO 

SUPPLEMENTAL ISSUE PRICE CERTIFICATE**] 
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Stradling Yocca Carlson & Rauth 

Draft of 9/23/20 

 

 
 

PRELIMINARY OFFICIAL STATEMENT DATED OCTOBER __, 2020 

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Bond Counsel, under existing statutes, regulations, 

rulings and judicial decisions, and assuming the accuracy of certain representations and compliance with certain covenants and requirements 

described in this Official Statement, interest (and original issue discount) on the Bonds is excluded from gross income for federal income tax 

purposes and is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals.  In the 

further opinion of Bond Counsel, interest (and original issue discount) on the Bonds is exempt from State of California personal income tax.  

See the caption “TAX EXEMPTION.” 

NEW ISSUE – BOOK-ENTRY ONLY  Rating:  See the caption “RATING” 

$_____* 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

WATER REVENUE BONDS, SERIES 2020A 

Dated: Date of Delivery Due: December 15, as shown on inside front cover page 

The Bonds are being issued in fully registered form and, when issued, will be registered in the name of Cede & Co., as nominee of 

The Depository Trust Company, New York, New York.  Individual purchases will be made in denominations of $5,000 and integral multiples 

thereof and will be in book-entry form only.  Purchasers of the Bonds will not receive certificates representing their beneficial ownership in 

the Bonds but will receive credit balances on the books of their respective nominees.  Interest on the Bonds is payable on June 15 and December 

15 of each year, commencing June 15, 2021.  Payment of the principal of and interest on the Bonds is to be made to Cede & Co., which is to 

disburse said payments to the Beneficial Owners of the Bonds through their nominees. 

The Bonds are subject to optional, mandatory sinking fund and extraordinary redemption prior to maturity, all as more 

fully described herein. 

The Bonds are being issued to provide funds: (i) to finance the acquisition and construction of certain improvements to the City’s 

Water System; (ii) to refund the Garden Grove Public Financing Authority’s Water Revenue Bonds, Series 2010A (Tax-Exempt), Series 2010B 

(Federally Taxable Direct Pay Build America Bonds) and Series 2010C (Federally Taxable Recovery Zone Economic Development Bonds); 

and (iii) to pay costs incurred in connection with the issuance of the Bonds. 

The Bonds are being issued pursuant to the Indenture of Trust, dated as of November 1, 2020, by and between the Garden Grove 

Public Financing Authority and U.S. Bank National Association, as trustee.  THE BONDS ARE A SPECIAL LIMITED OBLIGATION OF 

THE AUTHORITY PAYABLE SOLELY FROM AUTHORITY REVENUES, WHICH CONSIST OF SERIES 2020 INSTALLMENT 

PAYMENTS TO BE MADE BY THE CITY TO THE AUTHORITY PURSUANT TO THE INSTALLMENT PURCHASE AGREEMENT, 

DATED AS OF NOVEMBER 1, 2020, BY AND BETWEEN THE CITY AND THE AUTHORITY, AND FROM CERTAIN OTHER 

FUNDS AND ACCOUNTS HELD BY THE TRUSTEE PURSUANT TO THE INDENTURE.  NEITHER THE FULL FAITH AND CREDIT 

NOR ANY OTHER REVENUES OR FUNDS OF THE AUTHORITY ARE PLEDGED TO OR AVAILABLE FOR THE PAYMENT OF 

DEBT SERVICE ON THE BONDS.  THE OBLIGATION OF THE AUTHORITY TO MAKE PAYMENTS OF PRINCIPAL AND 

INTEREST ON THE BONDS DOES NOT CONSTITUTE AN OBLIGATION FOR WHICH THE AUTHORITY IS OBLIGATED TO 

LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE AUTHORITY HAS LEVIED OR PLEDGED ANY FORM OF 

TAXATION.  THE AUTHORITY HAS NO TAXING POWER.   

The obligation of the City to make the Series 2020 Installment Payments is a special limited obligation of the City payable solely 

from Net Revenues of the City’s Water System on a parity with obligations which are outstanding in the aggregate principal amount of 

$3,805,000.  The City may incur additional obligations payable from Net Revenues on a parity with the obligation to pay Series 2020 

Installment Payments, subject to the terms and conditions of the Installment Purchase Agreement, as more fully described herein. 

THE OBLIGATION OF THE CITY TO MAKE SERIES 2020 INSTALLMENT PAYMENTS PURSUANT TO THE 

INSTALLMENT PURCHASE AGREEMENT DOES NOT CONSTITUTE AN OBLIGATION FOR WHICH THE CITY IS 

OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED 

ANY FORM OF TAXATION.  THE OBLIGATION OF THE CITY TO MAKE THE SERIES 2020 INSTALLMENT PAYMENTS 

IS A SPECIAL LIMITED OBLIGATION OF THE CITY PAYABLE SOLELY FROM NET REVENUES OF THE CITY’S WATER 

SYSTEM AND DOES NOT CONSTITUTE A DEBT OF THE CITY OR OF THE STATE OF CALIFORNIA OR OF ANY 

POLITICAL SUBDIVISION THEREOF IN CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTORY DEBT 

LIMITATION OR RESTRICTION. 

____________________________________ 

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR REFERENCE ONLY.  IT IS NOT A SUMMARY OF THIS 

ISSUE.  INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE 

MAKING OF AN INFORMED INVESTMENT DECISION. 

MATURITY SCHEDULE 

(See inside front cover page) 

The Bonds are offered when, as and if delivered to and received by the Underwriter, subject to the approval as to their legality by Stradling 

Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel.  The Underwriter is being represented by its 

counsel, Jones Hall, A Professional Law Corporation, San Francisco, California.  Certain legal matters will be passed upon for the Authority 

and the City by Woodruff Spradlin & Smart, Costa Mesa, California, as General Counsel and City Attorney, and by Stradling Yocca Carlson 

& Rauth, a Professional Corporation, Newport Beach, California, as Disclosure Counsel.  It is anticipated that the Bonds will be available 
for delivery through the facilities of DTC in New York, New York, on or about November 3, 2020. 

 
Dated:  October __, 2020 

                                                        
* Preliminary, subject to change. 
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$_____* 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

WATER REVENUE BONDS, SERIES 2020A 

MATURITY SCHEDULE 

BASE CUSIP†† _____ 

$____ Serial Bonds 

Maturity 

(December 15) 

Principal 

Amount Interest Rate Yield Price CUSIP† 

 $    % %   

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      
$_____ ____% Term Bonds Due December 15, 2050, Yield: ___%, Price: _____, CUSIP† ____ 

 

 

 

 

                                                        
* Preliminary, subject to change. 
† CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (CGS) is managed on behalf of the American 

Bankers Association by S&P Capital IQ.  Copyright© 2020 CUSIP Global Services.  All rights reserved.  CUSIP® data herein is provided by CUSIP 

Global Services.  This data is not intended to create a database and does not serve in any way as a substitute for the CGS database.  CUSIP® 

numbers are provided for convenience of reference only.  None of the Authority, the City or the Underwriter takes any responsibility for the 
accuracy of such numbers. 
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No dealer, broker, salesperson or other person has been authorized by the City or the Authority to give any information 

or to make any representations in connection with the offer or sale of the Bonds other than those contained herein and, if given or 

made, such other information or representations must not be relied upon as having been authorized by the City or the Authority.  

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the 

Bonds by a person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers or Owners of the Bonds.  Statements 

contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or not expressly so described 

herein, are intended solely as such and are not to be construed as representations of fact. 

The Underwriter has provided the following sentence for inclusion in this Official Statement:   

The Underwriter has reviewed the information in this Official Statement in accordance 

with, and as a part of, its responsibilities to investors under the federal securities laws as 

applied to the facts and circumstances of this transaction, but the Underwriter does not 

guarantee the accuracy or completeness of such information. 

This Official Statement and the information that is contained herein are subject to completion or amendment without 

notice, and neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any 

implication that there has been no change in the affairs of the City or the Authority or any other parties that are described herein 

since the date hereof.  These securities may not be sold, nor may an offer to buy them be accepted, prior to the time that the Official 

Statement is delivered in final form.  This Official Statement is being submitted in connection with the sale of the Bonds referred 

to herein and may not be reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the City.  

All summaries of documents and laws are made subject to the provisions thereof and do not purport to be complete statements of 

any or all such provisions. 

Certain statements which are included or incorporated by reference in this Official Statement constitute “forward-looking 

statements” within the meaning of the United States Private Securities Litigation Reform Act of 1995, Section 21E of the United 

States Securities Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act of 1933, as amended.  

Such statements are generally identifiable by the terminology used, such as “plan,” “expect,” “estimate,” “project,” “budget,” 

“intend” or similar words.  Such forward-looking statements include, but are not limited to, certain statements contained under the 

captions “THE CITY,” “THE WATER SYSTEM” and “WATER SYSTEM FINANCIAL INFORMATION.” 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH 

FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND 

OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS 

DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR 

ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS.  THE CITY DOES 

NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH 

IN THIS OFFICIAL STATEMENT.  IN EVALUATING SUCH STATEMENTS, POTENTIAL INVESTORS SHOULD 

SPECIFICALLY CONSIDER THE VARIOUS FACTORS WHICH COULD CAUSE ACTUAL EVENTS OR RESULTS 

TO DIFFER MATERIALLY FROM THOSE INDICATED BY SUCH FORWARD-LOOKING STATEMENTS. 

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY OVERALLOT OR 

EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL 

ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF 

COMMENCED, MAY BE DISCONTINUED AT ANY TIME.  THE UNDERWRITER MAY OFFER AND SELL THE 

BONDS TO CERTAIN DEALERS, DEALER BANKS, BANKS ACTING AS AGENT AND OTHERS AT PRICES 

LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF, AND SAID PUBLIC 

OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, 

IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT, AND HAVE NOT BEEN REGISTERED OR 

QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE. 

The City maintains a website; however, information presented there is not a part of this Official Statement and should 

not be relied upon in making an investment decision with respect to the Bonds. 
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SUMMARY STATEMENT 

This Summary Statement is subject in all respects to the more complete information contained in this 
Official Statement, and the offering of the Bonds to potential investors is made only by means of the entire 

Official Statement.  Capitalized terms that are used and not otherwise defined in this Summary Statement have 
the meanings ascribed to them in this Official Statement. 

Purpose.  The Bonds are being issued to provide funds: (i) to finance the acquisition and construction 

of certain improvements to the City’s Water System, as described under the caption “FINANCING PLAN—The 

2020 Project;” (ii) to refund the Garden Grove Public Financing Authority’s Water Revenue Bonds, Series 

2010A (Tax-Exempt), Series 2010B (Federally Taxable Direct Pay Build America Bonds) and Series 2010C 

(Federally Taxable Recovery Zone Economic Development Bonds), as described under the caption 

“FINANCING PLAN—Refunding Plan;” and (iii) to pay costs incurred in connection with the issuance of the 

Bonds.  See the caption “FINANCING PLAN—Estimated Sources and Uses of Funds.” 

Security for the Bonds.  The Bonds are a special limited obligation of the Authority payable solely from 

Authority Revenues, which consist of Series 2020 Installment Payments to be made by the City to the Authority 

pursuant to the Installment Purchase Agreement and amounts on deposit in certain funds and accounts 

established by the Indenture.  Neither the full faith and credit nor any other revenues or funds of the Authority 

are pledged to or available for the payment of debt service on the Bonds.  THE OBLIGATION OF THE 

AUTHORITY TO MAKE PAYMENTS OF PRINCIPAL AND INTEREST ON THE BONDS DOES NOT 

CONSTITUTE AN OBLIGATION FOR WHICH THE AUTHORITY IS OBLIGATED TO LEVY OR 

PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE AUTHORITY HAS LEVIED OR PLEDGED 

ANY FORM OF TAXATION.  THE AUTHORITY HAS NO TAXING POWER. 

The obligation of the City to make Series 2020 Installment Payments is a special limited obligation of 

the City payable solely from Net Revenues of the City’s Water System, which consist of Revenues of the City’s 

Water System remaining after payment of Operation and Maintenance Costs.  See the caption “SECURITY FOR 

THE BONDS.”  

The obligation of the City to make Series 2020 Installment Payments is payable from Net Revenues on 

a parity with the City’s Water Revenue Refunding Bonds, Series 2015, which are currently outstanding in the 

aggregate principal amount of $3,805,000.  See the caption “THE CITY—Outstanding Parity Bonds and 

Contracts.” 

The obligation of the City to make the Series 2020 Installment Payments under the Installment Purchase 

Agreement is absolute and unconditional, and until such time as all payments that are required thereunder have 

been paid in full (or provision for the payment thereof has been made as provided for in the Installment Purchase 

Agreement), the City will not discontinue or suspend any Series 2020 Installment Payments required to be made 

by it under the Installment Purchase Agreement when due, whether or not the Water System or any part thereof 

is operating or operable, or its use is suspended, interfered with, reduced or curtailed or terminated in whole or 

in part, and whether or not the 2020 Project has been completed, and such payments will not be subject to 

reduction whether by offset or otherwise and will not be conditional upon the performance or nonperformance 

by any party of any agreement for any cause whatsoever. 

THE OBLIGATION OF THE CITY TO MAKE SERIES 2020 INSTALLMENT PAYMENTS 

PURSUANT TO THE INSTALLMENT PURCHASE AGREEMENT DOES NOT CONSTITUTE AN 

OBLIGATION FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF 

TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.  THE 

OBLIGATION OF THE CITY TO MAKE THE SERIES 2020 INSTALLMENT PAYMENTS IS A SPECIAL 

LIMITED OBLIGATION OF THE CITY PAYABLE SOLELY FROM NET REVENUES AND DOES NOT 

CONSTITUTE A DEBT OF THE CITY OR OF THE STATE OF CALIFORNIA OR OF ANY POLITICAL 
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SUBDIVISION THEREOF IN CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTORY DEBT 

LIMITATION OR RESTRICTION. 

No Reserve Fund.  No reserve fund or account has been established under the Indenture or the 

Installment Purchase Agreement in connection with the issuance of the Bonds. 

Rate Covenant.  In any Fiscal Year in which the amount on deposit in the Rate Stabilization Fund, if 

established, on the first day of such Fiscal Year is less than the Series 2020 Installment Payments payable in 

such Fiscal Year, the City will, to the fullest extent permitted by law, fix and prescribe, at the commencement 

of each Fiscal Year, rates and charges for the Water Service which are reasonably expected, at the 

commencement of each Fiscal Year, to be at least sufficient to yield during each Fiscal Year Net Revenues equal 

to 125% of the Debt Service for such Fiscal Year.  When calculated for the foregoing purposes, Net Revenues 

do not include amounts which are transferred from the Rate Stabilization Fund, if established, that are in excess 

of 25% of Debt Service for such Fiscal Year. 

In any Fiscal Year in which the amount on deposit in the Rate Stabilization Fund on the first day of such 

Fiscal Year is at least equal to the Series 2020 Installment Payments payable in such Fiscal Year, to the fullest 

extent permitted by law, the City will fix and prescribe, at the commencement of each such Fiscal Year, rates 

and charges for the Water Service which are reasonably expected, at the commencement of such Fiscal Year, to 

be at least sufficient to yield during such Fiscal Year Net Revenues equal to 100% of Debt Service for such 

Fiscal Year.  When calculated for the foregoing purposes, Net Revenues do not include any amounts which are 

transferred from the Rate Stabilization Fund, if established. 

See the caption “SECURITY FOR THE BONDS—Rate Covenant.” 

Additional Indebtedness.  The Installment Purchase Agreement does not permit the City to make any 

additional pledge of, or to place any additional lien on, the Revenues, or any portion thereof, which is senior to 

the pledge and lien securing the payment of the Series 2020 Installment Payments.  The Installment Purchase 

Agreement does permit the City to incur Parity Bonds and Contracts which are payable on a parity with the 

Series 2020 Installment Payments provided that certain conditions are satisfied as described herein.  Nothing in 

the Installment Purchase Agreement precludes the City from entering into obligations which are Operation and 

Maintenance Costs and, therefore, payable from Revenues prior to the Series 2020 Installment Payments, or 

from issuing any bonds or executing any contracts the payments under which are payable from Net Revenues 

on a subordinate basis to the Series 2020 Installment Payments, Parity Bonds and Contracts of the City.  See the 

caption “SECURITY FOR THE BONDS—Additional Parity Bonds and Contracts.” 

Redemption.  The Bonds are subject to optional, mandatory sinking fund and extraordinary redemption 

prior to maturity.  See the caption “THE BONDS—Redemption.” 

The City and the Water System.  The City was incorporated in 1956 under the general laws of the State 

of California.  The City occupies a land area of approximately 17.9 square miles and serves a residential 

population of approximately 175,000.  The City is located in northern Orange County, approximately 35 miles 

south of the City of Los Angeles.  Land use in the City is primarily residential, with areas of commercial and 

industrial development.   

The City supplies potable water to approximately 31,315 residential, 1,653 commercial and 1,491 

industrial and other connections within the boundaries of the City and a small portion of the unincorporated area 

of the County adjacent to the City.   

The City has two water sources: (i) groundwater that is extracted from 11 City-owned wells in the 

Orange County Groundwater Basin; and (ii) treated water that is imported from the Colorado River and northern 

and central California by The Metropolitan Water District of Southern California and purchased by the City from 

the Municipal Water District of Orange County, an MWD member agency.  The City has recently voluntarily 
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stopped groundwater extractions from two of its wells as a result of State regulations relating to substances 

known as PFAS, as described under the caption “THE WATER SYSTEM—Water Quality—PFAS.”  The City 

expects to purchase additional imported water supplies from MWDOC to serve customer demand while such 

wells are out of service.  

See the captions “THE CITY,” “THE WATER SYSTEM” and “WATER SYSTEM FINANCIAL 

INFORMATION,” as well as Appendix A, for further information about the City and the Water System.   
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$_____* 

GARDEN GROVE PUBLIC FINANCING AUTHORITY 

WATER REVENUE BONDS, SERIES 2020A 

INTRODUCTION 

This Official Statement, including the front cover page, the inside front cover page and the appendices, 

provides certain information concerning the sale and delivery of the Garden Grove Public Financing Authority 

Water Revenue Bonds, Series 2020A (the “Bonds”).  Descriptions and summaries of various documents that are 

set forth in this Official Statement do not purport to be comprehensive or definitive, and reference is made to 

each such document for complete details of all terms and conditions.  All statements herein are qualified in their 

entirety by reference to each such document.  Capitalized terms that are used and not otherwise defined in this 

Official Statement have the meanings ascribed thereto in Appendix B. 

The Bonds are being issued to provide funds: (i) to finance the acquisition and construction of certain 

improvements (the “2020 Project”) to the Water System of the City of Garden Grove (the “City”), as described 

under the caption “FINANCING PLAN—The 2020 Project;” (ii) to refund the Garden Grove Public Financing 

Authority’s Water Revenue Bonds, Series 2010A (Tax-Exempt), Series 2010B (Federally Taxable Direct Pay 

Build America Bonds) and Series 2010C (Federally Taxable Recovery Zone Economic Development Bonds) 

(collectively, the “2010 Bonds”), as described under the caption “FINANCING PLAN—Refunding Plan;” and 

(iii) to pay costs incurred in connection with the issuance of the Bonds.  See the caption “FINANCING PLAN—

Estimated Sources and Uses of Funds.” 

The Bonds are being issued pursuant to an Indenture of Trust, dated as of November 1, 2020 (the 

“Indenture”), by and between the Garden Grove Public Financing Authority (the “Authority”) and U.S. Bank 

National Association, as trustee (the “Trustee”).  The Bonds are limited obligations of the Authority payable 

solely from Authority Revenues, which consist of payments (the “Series 2020 Installment Payments”) to be 

made by the City (the “City”) to the Authority pursuant to an Installment Purchase Agreement (the “Installment 

Purchase Agreement”), dated as of November 1, 2020, by and between the City and the Authority, and amounts 

on deposit in certain funds and accounts established by the Indenture. 

The obligation of the City to make Series 2020 Installment Payments is a special limited obligation of 

the City payable solely from Net Revenues of the City’s Water System, which consist of Revenues of the Water 

System remaining after payment of Operation and Maintenance Costs.  See the caption “SECURITY FOR THE 

BONDS.”  

The obligation of the City to make Series 2020 Installment Payments from Net Revenues is on a parity 

with the obligation of the City to pay the City of Garden Grove Water Revenue Refunding Bonds, Series 2015 

(the “2015 Bonds”), which are currently outstanding in the aggregate principal amount of $3,805,000.  The City 

may incur additional obligations payable from Net Revenues on a parity with the obligation to pay Series 2020 

Installment Payments, as described under the caption “SECURITY FOR THE BONDS—Additional Parity 

Bonds and Contracts.” 

The City regularly prepares a variety of reports, including audits, budgets and related documents.  Any 

Bond Owner may obtain a copy of such report, as available, from the City.  The City has also undertaken to 

provide annual reports to the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access 

System (“EMMA”), which is accessible on the Internet at http://emma.msrb.org, pursuant to a continuing 

disclosure agreement.  See the caption “CONTINUING DISCLOSURE” and Appendix E. 

                                                        
* Preliminary, subject to change. 
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FINANCING PLAN 

The 2020 Project 

The 2020 Project consists of: (i) a study and structural evaluation of water facilities; (ii) water main 

replacements; (iii) rehabilitation and upgrade of Supervisory Control and Data Acquisition and other control 

systems; (iv) rehabilitation of storage reservoirs and booster pump stations; (v) evaluation and rehabilitation of 

existing wells and/or redevelopment of new well(s); and (vi) other improvements or additions to Water System 

facilities as may be identified in the City’s Capital Improvement Plan and other evaluations/studies from time to 

time. 

The City expects to comply with all governmental approval, environmental review, public bidding and 

other permitting requirements for each component of the 2020 Project as required by law, and to complete all 

components of the 2020 Project by late 2023.   

Pursuant to the Installment Purchase Agreement, the City may substitute or add additional projects to 

the 2020 Project.  See Appendix B under the caption “INSTALLMENT PURCHASE AGREEMENT—

ACQUISITION AND CONSTRUCTION OF PROJECTS—Changes to the 2020 Project.” 

Refunding Plan 

General.  The Authority previously issued the 2010 Bonds, which are currently outstanding in the 

aggregate principal amount of $15,390,000, pursuant to an Indenture of Trust, dated as of May 1, 2010 (the 

“2010 Indenture”), by and between the Authority and U.S. Bank National Association, as trustee (the “2010 

Trustee”).  The 2010 Bonds are payable from installment payments made under the Installment Purchase 

Agreement, dated as of May 1, 2010 (the “2010 IPA”), by and between the City and the Authority.  The 

Authority plans to apply a portion of the proceeds of the Bonds to refund the 2010 Bonds in full. 

Under an Escrow Agreement (2010 Bonds), dated as of November 1, 2020 (the “2010 Escrow 

Agreement”), by and among the City, the Authority and the 2010 Trustee, the Authority will cause a portion of 

the proceeds of the Bonds to be delivered to the 2010 Trustee for deposit in the escrow fund established under 

the 2010 Escrow Agreement (the “2010 Escrow Fund”).  In addition, the Authority will cause the 2010 Trustee 

to deposit into the 2010 Escrow Fund certain moneys held by the 2010 Trustee in funds and accounts established 

in connection with the 2010 Bonds.   

The 2010 Trustee will invest a portion of the amounts deposited in the 2010 Escrow Fund in federal 

securities as set forth in the 2010 Escrow Agreement.  From the moneys on deposit in the 2010 Escrow Fund 

and the investment earnings thereon, the 2010 Trustee will pay on December 15, 2020 the principal of the 2010 

Bonds maturing on and after such date, together with accrued interest thereon, without premium. 

Sufficiency of the deposits in the 2010 Escrow Fund for such purposes will be verified by Causey 

Demgen & Moore P.C., Denver, Colorado (the “Verification Agent”).  Assuming the accuracy of such 

computations, as a result of the deposit and application of funds as provided in the 2010 Escrow Agreement, the 

2010 Bonds will be defeased pursuant to the provisions of the 2010 IPA and the 2010 Indenture as of the date 

of issuance of the Bonds. 

Verification.  Upon the issuance of the Bonds, the Verification Agent will deliver a report on the 

mathematical accuracy of certain computations based upon certain information and assertions provided to it by 

the Underwriter relating to the adequacy of the moneys deposited in the 2010 Escrow Fund to pay on December 

15, 2020 the principal of the 2010 Bonds maturing on after such date, together with accrued interest thereon, 

without premium. 
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The amounts held by the 2010 Trustee in the 2010 Escrow Fund are pledged solely to the payment of 

the 2010 Bonds.  Neither the funds deposited in the 2010 Escrow Fund nor any interest thereon will be available 

for the payments of principal of or interest on the Bonds. 

Estimated Source and Uses of Funds 

The following table sets forth the estimated sources and uses of funds in connection with the issuance 

of the Bonds: 

Sources(1)  

Principal Amount of Bonds $  

Plus/Less Net Original Issue Premium/Discount  

City Contribution(2)     

Total Sources $  

  

Uses(1)  

Deposit to Acquisition Fund $  

Transfer to 2010 Trustee to Refund 2010 Bonds  

Costs of Issuance(2)     

Total Uses $  
    

(1) Amounts rounded to the nearest dollar.  Totals may not add due to rounding. 
(2) Reflects moneys held in funds and accounts established in connection with the 2010 Bonds. 
(3) Includes certain legal, municipal advisory, financing, rating agency, Verification Agent and Trustee fees, Underwriter’s 

discount and printing costs. 

THE BONDS 

General Provisions 

The Bonds will be issued in the aggregate principal amount of $_____.*  The Bonds will bear interest 

from and be dated the date of initial issuance, and will be payable upon maturity on the dates set forth on the 

inside front cover page hereof.  Interest on the Bonds will be payable on June 15 and December 15 of each year, 

commencing June 15, 2021.   

Interest will be calculated at the rates set forth on the inside front cover page hereof on the basis of a 

year of 360 days comprised of twelve 30 day months. 

The Bonds will be delivered only in fully registered form and, when issued, will be registered in the 

name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  DTC 

will act as securities depository for the Bonds.  Ownership interests in the Bonds may be purchased in book-entry 

form only in denominations of $5,000 or any integral multiple thereof.  See the caption “—Book-Entry Only 

System” and Appendix D. 

In the event that the book-entry only system that is described below is discontinued, the principal of and 

interest on any Bond will be payable by check or draft of the Trustee upon presentation and surrender thereof at 

maturity or upon prior redemption at the Office of the Trustee in Los Angeles, California.  Such principal and 

interest will be payable in lawful money of the United States of America. 

                                                        
* Preliminary, subject to change. 
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Book-Entry Only System 

One fully-registered Bond will be issued for each maturity of the Bonds in the principal amount of the 

Bonds of such maturity.  Each such Bond will be registered in the name of Cede & Co. and will be deposited 

with DTC.  As long as the ownership of the Bonds is registered in the name of Cede & Co., the term “Owner” 

as used in this Official Statement will refer to Cede & Co. and not to the actual purchasers of the Bonds (the 

“Beneficial Owners”). 

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a 

successor securities depository).  In that event, the Bonds will be printed and delivered and will be governed by 

the provisions of the Indenture with respect to payment of principal and interest and rights of exchange and 

transfer. 

The Authority cannot and does not give any assurances that DTC participants or others will distribute 

payments with respect to the Bonds received by DTC or its nominee as the registered Owner, or any redemption 

or other notices, to the Beneficial Owners, or that they will do so on a timely basis, or that DTC will service and 

act in the manner described in this Official Statement.  See Appendix D for additional information concerning 

DTC. 

Transfers and Exchanges Upon Termination of Book-Entry Only System 

In the event that the book-entry system that is described above is discontinued, the Bonds will be printed 

and delivered as provided in the Indenture.  Thereafter, any Bond may, in accordance with its terms, be 

transferred on the Registration Books by the person in whose name it is registered, in person or by his or her 

duly authorized attorney, upon surrender of such Bond at the Office of the Trustee for cancellation, accompanied 

by delivery of a written instrument of transfer, duly executed in a form acceptable to the Trustee.  The Trustee 

is not required to register the transfer of any Bond during the period in which the Trustee is selecting Bonds for 

redemption and any Bond that has been selected for redemption. 

Whenever any Bond is surrendered for transfer, the Authority will execute and the Trustee will 

authenticate and deliver a new Bond or Bonds of authorized denomination or denominations for a like series and 

aggregate principal amount of the same maturity.  The Trustee will require the Bond Owner requesting such 

transfer to pay any tax or other governmental charge required to be paid with respect to such transfer.  Following 

any transfer of Bonds, the Trustee will cancel and destroy the Bonds that it has received. 

Prior to any transfer of the Bonds outside the book entry system (including, but not limited to, the initial 

transfer outside the book entry system) the transferor will provide or cause to be provided to the Trustee all 

information necessary to allow the Trustee to comply with any applicable tax reporting obligations, including 

without limitation any cost basis reporting obligations under Code Section 6045, as amended.  The Trustee will 

conclusively rely on the information provided to it and has no responsibility to verify or ensure the accuracy of 

such information. 

Bonds may be exchanged at the Office of the Trustee for a like aggregate principal amount of other 

authorized denominations of the same series and maturity.  The Trustee is not required to exchange any Bond 

during the period in which the Trustee is selecting Bonds for redemption or any Bond that has been selected for 

redemption.  The Trustee will require the Bond Owner requesting such exchange to pay any tax or other 

governmental charge required to be paid with respect to such exchange.  Following any exchange of Bonds, the 

Trustee will cancel and destroy the Bonds that it has received. 

Redemption 

Optional Redemption.  The Bonds with stated maturities on or after December 15, 20__, are subject to 

redemption prior to their respective stated maturities, as a whole or in part as directed by the Authority in a 
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Request provided to the Trustee at least 35 days (or such lesser number of days acceptable to the Trustee in the 

sole discretion of the Trustee, such notice for the convenience of the Trustee) and by lot within each maturity in 

integral multiples of $5,000, on _____ __, 20__ or any date thereafter at a Redemption Price equal to the principal 

amount thereof plus accrued interest thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption.  The Bonds with stated maturities on December 15, 20__ are 

subject to mandatory sinking fund redemption in part (by lot) on December 15, 20__ and each December 15 

thereafter, in integral multiples of $5,000 at a Redemption Price of the principal amount thereof plus accrued 

interest to the date fixed for redemption, without premium, in accordance with the following schedule: 

Redemption Date 

(December 15) 

Principal 

Amount 

20__ $ 

20__  

20__  

20__  

20__*  

    
* Maturity. 

If some but not all of the Bonds maturing on December 15, 20__ are redeemed as described under the 

subcaptions “—Optional Redemption” or “—Extraordinary Redemption from Net Proceeds of Insurance or 

Condemnation,” the principal amount of the applicable Bonds to be redeemed pursuant to the Indenture on any 

subsequent December 15 will be reduced, by $5,000 or an integral multiple thereof, as designated by the 

Authority in a Certificate of the Authority filed with the Trustee; provided, however, that the aggregate amount 

of such reductions may not exceed the aggregate amount of the applicable Bonds redeemed. 

Extraordinary Redemption from Net Proceeds of Insurance or Condemnation.  The Bonds will be 

subject to extraordinary redemption prior to their respective stated maturities, as a whole or in part on any date 

in the order of maturity and within maturities as directed by the Authority in a Request provided to the Trustee 

at least 35 days (or such lesser number of days acceptable to the Trustee in the sole discretion of the Trustee, 

such notice for the convenience of the Trustee) prior to such date in integral multiples of $5,000 from Net 

Proceeds, upon the terms and conditions of, and as provided for in, the Installment Purchase Agreement, at a 

Redemption Price equal to the principal amount thereof plus accrued interest thereon to the date fixed for 

redemption, without premium.  See Appendix B under the captions “INSTALLMENT PURCHASE 

AGREEMENT—COVENANTS OF THE CITY—Insurance” and “INSTALLMENT PURCHASE 

AGREEMENT—COVENANTS OF THE CITY—Eminent Domain Proceeds.” 

Partial Redemption of Bonds.  Upon surrender of any Bond redeemed in part only, the Authority will 

execute and the Trustee will authenticate and deliver to the Owner thereof, at the expense of the Authority, a 

new Bond or Bonds of authorized denominations equal in aggregate principal amount to the unredeemed portion 

of the Bonds surrendered and of the same series, interest rate and maturity. 

Selection of Bonds for Redemption   

Whenever provision is made in the Indenture for the redemption of less than all of the Bonds, the Trustee 

will select the Bonds for redemption as a whole or in part on any date as directed by the Authority and by lot 

within each maturity in integral multiples of $5,000 in accordance with the Indenture.  The Trustee will promptly 

notify the Authority in writing of the numbers of the Bonds or portions thereof so selected for redemption. 
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Notice of Redemption 

Notice of redemption will be mailed by first class mail not less than 20 days nor more than 60 days 

before any Redemption Date, to the respective Owners of any Bonds that are designated for redemption at their 

addresses appearing on the Registration Books, to the Securities Depositories and the Information Services.  

Each notice of redemption will state the date of notice, the redemption date, the place or places of redemption 

and the Redemption Price, and will designate the maturities, CUSIP numbers, if any, and, in the case of Bonds 

to be redeemed in part only, the respective portions of the principal amount thereof to be redeemed.  Each such 

notice will also state that on the redemption date there will become due and payable on each of said Bonds or 

parts thereof that are designated for redemption the Redemption Price thereof or of said specified portion of the 

principal thereof in the case of a Bond to be redeemed in part only, together with, interest accrued thereon to the 

redemption date, and that (provided that moneys for redemption have been deposited with the Trustee) from and 

after such redemption date interest thereon will cease to accrue, and will require that such Bonds be then 

surrendered to the Trustee.  Neither the failure to receive such notice nor any defect in the notice or the mailing 

thereof will affect the validity of the redemption of any Bond.  Notice of redemption of Bonds will be given by 

the Trustee, at the expense of the Authority, for and on behalf of the Authority. 

With respect to any notice of optional redemption of Bonds, such notice may state that such redemption 

will be conditional upon the receipt by the Trustee on or prior to the date fixed for such redemption of moneys 

sufficient to pay the principal of, premium, if any, and interest on such Bonds to be redeemed and that, if such 

moneys have not been so received, said notice will be of no force and effect and the Trustee will not be required 

to redeem such Bonds.  In the event that such notice of redemption contains such a condition and such moneys 

are not so received, the redemption will not be made, and the Trustee will within a reasonable time thereafter 

give notice, in the manner in which the notice of redemption was given, that such moneys were not so received. 

Effect of Redemption 

Notice of redemption having been duly given as described above under the caption “—Notice of 

Redemption,” and moneys for payment of the redemption price of, together with interest accrued to the date 

fixed for redemption on, the Bonds (or portions thereof) so called for redemption being held by the Trustee, on 

the redemption date designated in such notice, the Bonds (or portions thereof) so called for redemption will 

become due and payable, interest on the Bonds so called for redemption will cease to accrue, said Bonds (or 

portions thereof) will cease to be entitled to any benefit or security under the Indenture, and the Owners of said 

Bonds will have no rights in respect thereof except to receive payment of the redemption price thereof.  The 

Trustee will, upon surrender for payment of any of the Bonds to be redeemed on their Redemption Dates, pay 

such Bonds at the Redemption Price.  All Bonds redeemed pursuant to the provisions of the Indenture will be 

canceled upon surrender thereof. 
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DEBT SERVICE SCHEDULE 

Set forth below is a schedule of debt service on Parity Bonds and Contracts of the City which are payable 

on a parity with the Series 2020 Installment Payments as well as debt service on the Bonds, which equals the 

Series 2020 Installment Payments for each annual period ending on December 15 in the years indicated.   

  Bonds  

Period Ending 

December 15 

Parity Bonds 

and Contracts(1) Principal Interest Total Total Debt Service 

2020    $          $    $      $       $     

2021               

2022      

2023               

2024               

2025               

2026               

2027               

2028               

2029               

2030               

2031               

2032               

2033               

2034               

2035               

2036               

2037               

2038               

2039               

2040               

2041               

2042               

2043               

2044               

2045               

2046               

2047               

2048               

2049               

2050               

2051                                                                                

TOTAL  $  $ $ $ $ 

    
(1) Reflects scheduled debt service on the 2015 Bonds.  See the caption “THE CITY—Outstanding Parity Bonds and Contracts.”  

Excludes debt service on the 2010 Bonds, which are expected to be refunded from proceeds of the Bonds.  See the caption 

“FINANCING PLAN—Refunding Plan.” 

Source:  Fieldman, Rolapp & Associates, Inc. 
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SECURITY FOR THE BONDS 

General 

Each Bond is a special limited obligation of the Authority payable solely from Authority Revenues, 

which consist of Series 2020 Installment Payments to be made by the City under the Installment Purchase 

Agreement and certain other funds and accounts established pursuant to the Indenture.  NEITHER THE FULL 

FAITH AND CREDIT NOR ANY OTHER REVENUES OR FUNDS OF THE AUTHORITY ARE PLEDGED 

TO OR AVAILABLE FOR THE PAYMENT OF DEBT SERVICE ON THE BONDS.  THE OBLIGATION 

OF THE AUTHORITY TO MAKE PAYMENTS OF PRINCIPAL AND INTEREST ON THE BONDS DOES 

NOT CONSTITUTE AN OBLIGATION FOR WHICH THE AUTHORITY IS OBLIGATED TO LEVY OR 

PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE AUTHORITY HAS LEVIED OR PLEDGED 

ANY FORM OF TAXATION.  THE AUTHORITY HAS NO TAXING POWER.   

All of the Authority Revenues and any other amounts (including proceeds of the sale of the Bonds) held 

in any fund or account that is established pursuant to the Indenture (except the Rebate Fund) have been 

irrevocably pledged to secure the payment of the principal of and interest, and the premium, if any, on the Bonds 

in accordance with their terms and the provisions of the Indenture.  Said pledge constitutes a lien on and security 

interest in such amounts and will attach, be perfected and be valid and binding from and after the Closing Date, 

without any physical delivery thereof or further act and will be valid and binding against all parties having claims 

of any kind in tort, contract or otherwise against the Authority, irrespective of whether such parties have notice 

hereof. 

The Authority, for good and valuable consideration in hand received, has irrevocably assigned and 

transferred to the Trustee without recourse, for the benefit of the Owners of the Bonds as set forth in the 

Indenture, all of its rights, title, and interest in all Series 2020 Installment Payments payable by the City pursuant 

to the Installment Purchase Agreement, including all rights of the Authority thereunder as may be necessary to 

enforce compliance with said provisions (including enforcement of payment obligations and rate covenants, if 

any, contained in the Installment Purchase Agreement, or otherwise to protect the interest of the Owners of the 

Bonds).  Such assignment is subject to and limited by the terms of the Indenture. 

There is established under the Indenture with the Trustee the 2020A Bond Payment Fund, which the 

Trustee has covenanted to maintain and hold in trust separate and apart from other funds held by it so long as 

any Series 2020 Installment Payments remain unpaid.  Except as directed in the Indenture, all Authority 

Revenues will be promptly deposited by the Trustee upon receipt thereof into the 2020A Bond Payment Fund; 

except that all moneys received by the Trustee and required under the Indenture to be deposited in the 

Redemption Fund will be promptly deposited therein.  All Authority Revenues deposited with the Trustee will 

be held, disbursed, allocated and applied by the Trustee only as provided in the Indenture.  The Trustee will also 

create and maintain an Interest Account and a Principal Account within the 2020A Bond Payment Fund.   

The Trustee will transfer from the 2020A Bond Payment Fund and deposit into the following respective 

accounts the following amounts in the following order of priority and at the following times, the requirements 

of each such account (including the making up of any deficiencies in any such account resulting from lack of 

Authority Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied before 

any transfer is made to any account subsequent in priority: 

(a) Not later than the day preceding each date on which the interest on the Bonds become due and 

payable under the Indenture, the Trustee will deposit in the Interest Account that sum, if any, required to cause 

the aggregate amount on deposit in the Interest Account to be at least equal to the amount of interest becoming 

due and payable on such date on all Bonds then Outstanding.  All amounts in the Interest Account will be used 

and withdrawn by the Trustee solely for the purpose of paying interest on the Bonds as it becomes due and 
payable (including accrued interest on any Bonds purchased or accelerated prior to maturity pursuant to the 

Indenture).  
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 (b) Not later than the day preceding each date on which the principal of the Bonds become due and 

payable under the Indenture, the Trustee will deposit in the Principal Account that sum, if any, required to cause 

the aggregate amount on deposit in the Principal Account to equal the principal amount of the Bonds coming 

due and payable on such date or subject to mandatory sinking fund redemption on such date.  All amounts in the 

Principal Account will be used and withdrawn by the Trustee solely to pay the principal amount of the Bonds at 

maturity, mandatory sinking fund redemption, purchase or acceleration; provided, however, that at any time 

prior to selection for redemption of any such Bonds, upon written direction of the Authority, the Trustee will 

apply such amounts to the purchase of Bonds at public or private sale, as and when and at such prices (including 

brokerage and other charges, but excluding accrued interest, which is payable from the Interest Account) as 

directed pursuant to a Request of the Authority, except that the purchase price (exclusive of accrued interest) 

may not exceed the redemption price then applicable to the Bonds. 

Series 2020 Installment Payments Payable From Net Revenues 

The obligation of the City to make the Series 2020 Installment Payments is payable solely from Net 

Revenues of the City’s Water System, which consist of Revenues of the City’s Water System remaining after 

the payment of Operation and Maintenance Costs of the City’s Water System.  All Revenues (as such term is 

defined below) of the City’s Water System and all amounts on deposit in the Revenue Fund have been 

irrevocably pledged to the payment of the Series 2020 Installment Payments as provided in the Installment 

Purchase Agreement.  The Revenues will not be used for any other purpose while any of the Series 2020 

Installment Payments remain unpaid; provided that out of the Revenues there may be apportioned such sums for 

such purposes as are expressly permitted in the Installment Purchase Agreement, including but not limited to the 

payment of Operation and Maintenance Costs of the Water System.   

The term “Revenues” means all income, rents, rates, fees, charges and other moneys derived from the 

ownership or operation of the Water System, including, without limiting the generality of the foregoing: (1) all 

income, rents, rates, fees, charges or other moneys derived by the City from the sale, furnishing and supplying 

of the water or other services, facilities, and commodities sold, furnished or supplied through the facilities of or 

in the conduct or operation of the business of the Water System; (2) the proceeds of any stand-by or water 

availability charges, development fees and connection charges collected by the City with respect to the Water 

System; (3) the earnings on and income derived from the investment of amounts described in clauses (1) and (2) 

above including City Water System reserves; (4) any interest payments on Bonds or Contracts reimbursed to the 

City by the United States of America pursuant to Section 54AA of the Code (Section 1531 of Title I of Division 

B of the American Recovery and Reinvestment Act of 2009 (Pub. L. No. 111-5, 23 Stat. 115 (2009), enacted 

February 17, 2009)), or any future similar program; but excluding (x) customers’ deposits or any other deposits 

or advances subject to refund until such deposits or advances have become the property of the City; (y) any 

proceeds of taxes or assessments restricted by law to be used by the City to pay Bonds or Contracts or other 

obligations heretofore or hereafter issued; and (z) revenues of any water system acquired through merger, 

consolidation or similar action to the extent that the exclusion of such acquired water system is required pursuant 

to the terms of such merger, consolidation or similar action. 

Upon the maturity or earlier redemption of the 2015 Bonds: (i) “Revenues” will also include all amounts 

transferred from the Rate Stabilization Fund, if such a fund is established, to the Revenue Fund during any Fiscal 

Year in accordance with the Installment Purchase Agreement; and (ii) “Revenues” will not include any amounts 

transferred from the Revenue Fund to the Rate Stabilization Fund, if such a fund is established, during any Fiscal 

Year in accordance with the Installment Purchase Agreement.  See the caption “—Rate Stabilization Fund.” 

The above-described pledge, together with the pledge created by all other Bonds and Contracts (as such 

terms are defined in Appendix B under the caption “INSTALLMENT PURCHASE AGREEMENT—

Definitions” and referred to in the forepart of this Official Statement as “Parity Bonds and Contracts” or 

“Parity Bonds or Contracts,” as applicable), constitutes a first lien on Revenues and, subject to application of 
Revenues and all amounts on deposit in the Revenue Fund as permitted in the Installment Purchase Agreement, 

the Revenue Fund and other funds and accounts created thereunder for the payment of the Series 2020 
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Installment Payments and all other Parity Bonds and Contracts in accordance with the terms thereof and of the 

Indenture. 

Notwithstanding anything contained in the Installment Purchase Agreement, the City is not required to 

advance any moneys derived from any source of income other than the Revenues and the Revenue Fund for the 

payment of amounts due under the Installment Purchase Agreement or for the performance of any agreements 

or covenants that are required to be performed by it contained therein.  The City may, however, advance moneys 

for any such purpose so long as such moneys are derived from a source legally available for such purpose and 

may be legally used by the City for such purpose. 

THE OBLIGATION OF THE CITY TO MAKE SERIES 2020 INSTALLMENT PAYMENTS 

PURSUANT TO THE INSTALLMENT PURCHASE AGREEMENT DOES NOT CONSTITUTE AN 

OBLIGATION FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF 

TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.  THE 

OBLIGATION OF THE CITY TO MAKE THE SERIES 2020 INSTALLMENT PAYMENTS IS A SPECIAL 

LIMITED OBLIGATION OF THE CITY PAYABLE SOLELY FROM NET REVENUES OF THE CITY’S 

WATER SYSTEM AND DOES NOT CONSTITUTE A DEBT OF THE CITY OR OF THE STATE OR OF 

ANY POLITICAL SUBDIVISION THEREOF IN CONTRAVENTION OF ANY CONSTITUTIONAL OR 

STATUTORY DEBT LIMITATION OR RESTRICTION. 

Allocation of Revenues 

In order to carry out and effectuate the pledge and lien on Revenues contained in the Installment 

Purchase Agreement, the City has agreed and covenanted that all Revenues will be received by the City in trust 

and deposited when and as received in a special fund designated as the “Revenue Fund,” which fund has been 

established and which fund the City has agreed and covenanted to maintain and to hold separate and apart from 

other funds so long as any Installment Payments or Bonds remain unpaid.  Moneys in the Revenue Fund will be 

used and applied by the City as provided in the Installment Purchase Agreement.   

The City will, from the moneys in the Revenue Fund, pay all Operation and Maintenance Costs 

(including amounts which are reasonably required to be set aside in contingency reserves for Operation and 

Maintenance Costs, the payment of which is not then immediately required) as they become due and payable.  

All remaining moneys in the Revenue Fund will be set aside by the City at the following times in the following 

respective special funds in the following order of priority, and all moneys in each of such funds will be held in 

trust and applied, used and withdrawn only for the purposes authorized in the Installment Purchase Agreement: 

(a) 2020A Bond Payment Fund.  On or before each Series 2020 Installment Payment Date, the 

City will, from remaining moneys in the Revenue Fund, transfer to the Trustee for deposit in the 2020A Bond 

Payment Fund an amount that is equal to the interest and principal payable and coming due on the 2020A Bonds 

on the next succeeding Series 2020 Installment Payment Date.  The City will also, from the moneys in the 

Revenue Fund, transfer to the applicable trustee for deposit in the applicable payment fund, without preference 

or priority, and in the event of any insufficiency of such moneys ratably without any discrimination or preference, 

any other Debt Service in accordance with the provisions of the Contract, Bond, resolution or indenture relating 

thereto. 

Any moneys which are on deposit in the 2020A Bond Payment Fund on each Series 2020 Installment 

Payment Date (other than amounts that are required for the payment of past due principal or interest with respect 

to any 2020A Bonds not presented for payment) will be credited to the payment of the Series 2020 Installment 

Payments due and payable on such date.  No deposit need be made in the 2020A Bond Payment Fund as Series 

2020 Installment Payments if the amount in the 2020A Bond Payment Fund is at least equal to the amount of 

the Series 2020 Installment Payment that is due and payable on the next succeeding Series 2020 Installment 
Payment Date. 
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(b) Reserve Funds.  On or before each Series 2020 Installment Payment Date, the City will, from 

remaining moneys in the Revenue Fund, thereafter, without preference or priority, and in the event of any 

insufficiency of such moneys ratably without any discrimination or preference, transfer to the applicable trustee 

for deposit to reserve funds or accounts established for Bonds or Contracts an amount that is equal to the amount 

required to be deposited therein. 

(c) Surplus.  Moneys on deposit in the Revenue Fund which are not necessary to make any of the 

payments which are required above may be expended by the City at any time for any purpose permitted by law 

or deposited in the Rate Stabilization Fund, if established. 

Rate Covenant 

Pursuant to the Installment Purchase Agreement, the City has covenanted to set rates and charges for 

the Water System as follows: 

(a) In any Fiscal Year in which the amount on deposit in the Rate Stabilization Fund, if established, 

on the first day of such Fiscal Year is less than the Series 2020 Installment Payments payable in such Fiscal 

Year, the City will, to the fullest extent permitted by law, fix and prescribe, at the commencement of each Fiscal 

Year, rates and charges for the Water Service which are reasonably expected, at the commencement of each 

Fiscal Year, to be at least sufficient to yield during each Fiscal Year Net Revenues equal to 125% of the Debt 

Service for such Fiscal Year.  When calculated for the foregoing purposes, Net Revenues do not include amounts 

which are transferred from the Rate Stabilization Fund, if established, to the Revenue Fund that are in excess of 

25% of Debt Service for such Fiscal Year. 

(b) In any Fiscal Year in which the amount on deposit in the Rate Stabilization Fund on the first 

day of such Fiscal Year is at least equal to the Series 2020 Installment Payments payable in such Fiscal Year, to 

the fullest extent permitted by law, the City will fix and prescribe, at the commencement of each such Fiscal 

Year, rates and charges for the Water Service which are reasonably expected, at the commencement of such 

Fiscal Year, to be at least sufficient to yield during such Fiscal Year Net Revenues equal to 100% of Debt Service 

for such Fiscal Year.  When calculated for the foregoing purposes, Net Revenues do not include any amounts 

which are transferred from the Rate Stabilization Fund, if established. 

(c) The City may make adjustments from time to time in such rates and charges and may make 

such classification thereof as it deems necessary, but may not reduce the rates and charges then in effect unless 

the Net Revenues from such reduced rates and charges will at all times be sufficient to meet the foregoing 

requirements.  To the extent that the covenant with respect to rates and charges in connection with any Bonds or 

Contracts differs from the foregoing covenant, the City will also comply with the covenant with respect to rates 

and charges in connection with such Bonds or Contracts. 

No Reserve Fund 

No reserve fund or account has been established under the Indenture or the Installment Purchase 

Agreement in connection with the issuance of the Bonds. 

Additional Parity Bonds and Contracts 

The City is currently obligated to make payments under outstanding Parity Bonds and Contracts which 

are described under the caption “THE CITY—Outstanding Parity Bonds and Contracts.”  The City may at any 

time execute or issue additional Parity Bonds or Contracts, as the case may be, in accordance with the Installment 

Purchase Agreement; provided that: 

(a) The Net Revenues for any consecutive twelve calendar month period during the eighteen 

calendar month period preceding the date of adoption by the City Council of the resolution authorizing the 
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issuance of such Bonds or the date of the execution of such Contract, as the case may be, as evidenced by a 

report prepared by an Independent Certified Public Accountant or Independent Financial Consultant on file with 

the City, produce a sum equal to at least 125% of the Debt Service for such twelve month period.  When 

calculated for the foregoing purposes, Net Revenues do not include amounts transferred from the Rate 

Stabilization Fund, if established, to the Revenue Fund pursuant to the Indenture that are in excess of 25% of 

Debt Service for such Fiscal Year; and 

(b) The Net Revenues for any consecutive twelve calendar month period during the eighteen 

calendar month period preceding the date of adoption by the City Council of the resolution authorizing the 

issuance of such Bonds or the date of the execution of such Contract, as the case may be, including adjustments 

to give effect as of the first day of such twelve month period to increases or decreases in rates and charges for 

the Water Service approved and in effect as of the date of calculation, as evidenced by a report prepared by an 

Independent Certified Public Accountant or Independent Financial Consultant on file with the City, shall have 

produced a sum equal to at least 125% of the Debt Service for such twelve month period plus the Debt Service 

which would have accrued on any Contracts executed or Bonds issued since the end of such twelve month period, 

assuming that such Contracts had been executed or Bonds had been issued at the beginning of such twelve month 

period, plus the Debt Service which would have accrued had such proposed additional Contract been executed 

or such proposed additional Bonds been issued at the beginning of such twelve month period.  When calculated 

for the foregoing purposes, Net Revenues do not include amounts transferred from the Rate Stabilization Fund, 

if established, to the Revenue Fund pursuant the Indenture that are in excess of 25% of Debt Service for such 

Fiscal Year; and 

(c) The estimated Net Revenues for the then current Fiscal Year and for each Fiscal Year thereafter 

to and including the first complete Fiscal Year after the latest Date of Operation of any uncompleted Project to 

be financed from proceeds of such Contracts or Bonds, as evidenced by a certificate of the City Manager on file 

with the City, including (after giving effect to the completion of all such uncompleted Projects) an allowance for 

estimated Net Revenues for each of such Fiscal Years arising from any increase in the income, rents, fees, rates 

and charges estimated to be fixed, prescribed or received for Water Service and which are economically feasible 

and reasonably considered necessary based on projected operations for such period, as evidenced by a certificate 

of the City Manager on file with the City, will produce a sum equal to at least 125% of the estimated Debt Service 

for each of such Fiscal Years, after giving effect to the execution of all Contracts and the issuance of all Bonds 

estimated to be required to be executed or issued to pay the costs of completing all uncompleted Projects within 

such Fiscal Years, assuming that all such Contracts and Bonds have maturities, interest rates and proportionate 

principal repayment provisions similar to the Contract last executed or then being executed or the Bonds last 

issued or then being issued for the purpose of acquiring and constructing any of such uncompleted Projects. 

Rate Stabilization Fund 

Upon the maturity or earlier redemption of the 2015 Bonds, the City is authorized but not required to 

establish a special fund designated as the “Rate Stabilization Fund.”  If the City elects to establish a Rate 

Stabilization Fund, such fund will be held by the City in trust under the Installment Purchase Agreement.  The 

City has agreed and covenanted to maintain and to hold such fund, if established, separate and apart from other 

funds so long as any Parity Bonds or Contracts remain unpaid.  Money transferred by the City from the Revenue 

Fund to the Rate Stabilization Fund, if established, in accordance with the Installment Purchase Agreement will 

be held in the Rate Stabilization Fund and applied in accordance with the Installment Purchase Agreement. 

The City may withdraw all or any portion of the amounts on deposit in the Rate Stabilization Fund, if 

established, and transfer such amounts to the Revenue Fund for application in accordance with the Installment 

Purchase Agreement or, in the event that all or a portion of the Series 2020 Installment Payments are discharged 

in accordance with the Installment Purchase Agreement, transfer all or any portion of such amounts for 

application in accordance with the Installment Purchase Agreement.  Any such amounts transferred from the 
Rate Stabilization Fund, if established, to the Revenue Fund in accordance with the Installment Purchase 

Agreement constitute pledged Revenues. 
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THE CITY 

General 

The City was incorporated in 1956 under the general laws of the State of California (the “State”).  The 

City occupies a land area of approximately 17.9 square miles and serves a residential population of 

approximately 175,000.  The City is located in northern Orange County (the “County”), approximately 35 miles 

south of the City of Los Angeles.  Land use in the City is primarily residential, with areas of commercial and 

industrial development.  See the caption “—Land Use and Service Area.” 

The City provides a full range of municipal services, including public safety (police), street construction 

and maintenance, engineering and development services, sanitation, water and sewer utilities, culture and 

recreation, public improvements and general administrative and support services.  As of August 16, 2019, the 

Orange County Fire Authority has assumed responsibility for fire protection services within the City. 

The City supplies potable water to approximately 31,315 residential, 1,653 commercial and 1,491 

industrial and other connections within the boundaries of the City and a small portion of the unincorporated area 

of the County adjacent to the City.   

The City has two water sources: (i) groundwater that is extracted from 11 City-owned wells in the 

Orange County Groundwater Basin (the “Basin”); and (ii) treated water that is imported from the Colorado River 

and northern and central California by The Metropolitan Water District of Southern California (“MWD”) and 

purchased by the City from the Municipal Water District of Orange County (“MWDOC”), an MWD member 

agency.  The City has recently voluntarily stopped groundwater extractions from two of its wells as a result of 

State regulations relating to substances known as PFAS, as described under the caption “THE WATER 

SYSTEM—Water Quality—PFAS.”  The City expects to purchase additional imported water supplies from 

MWDOC to serve customer demand while such wells are out of service.  

The Water System includes approximately 436 miles of water mains, 8 storage tanks with a total storage 

capacity of approximately 53 million gallons (which would be sufficient to serve the Water System’s customers 

for approximately 2 days, assuming water use based on historical averages) and 5 booster stations.  See the 

caption “THE WATER SYSTEM—General.” 

Land Use and Service Area 

The City provides potable water to a service area of 18 square miles, including the territory within City 

limits and a small portion of the unincorporated area of the County adjacent to the City.  The Water System’s 

service area is largely built out, with only infill development expected in the future.  The service area 

encompasses single family and multi-family residences as well as areas of commercial, industrial and public 

agency land uses.   

All of the land within the Water System’s service area is served by the City alone.  New residents and 

businesses in the service area are required to connect to the Water System. 

Seismic Considerations 

The City is located in a seismically active region.  Significant faults are located near the City, including 

the Newport-Inglewood Fault.  There is potential for destructive ground shaking during the occurrence of a major 

seismic event.  In addition, land along fault lines may be subject to liquefaction during the occurrence of such 

an event.  In the event of a severe earthquake, there may be significant damage to both property and infrastructure 

within the City, including the Water System.  The City has an emergency operations plan that would be 

implemented under such circumstances. 
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Certain Water System facilities have been rehabilitated and upgraded to minimize potential damage 

from an earthquake.  The City has also undertaken a vulnerability assessment of critical Water System facilities.  

The vulnerability assessment ranks City infrastructure by importance, builds redundancy into existing operations 

and includes contingency plans in the event of damage to City assets and succession plans for critical staff.  The 

impact of lesser magnitude events is expected by the City to be temporary, localized and repairable.  The Water 

System has never sustained major damage to its facilities or experienced extended incidences of service 

interruptions as a result of seismic disturbances.  All facilities have been designed and constructed in compliance 

with regulations set forth in the California Water Code, standards of the American Water Works Association 

and the City’s construction standards. 

The City does not maintain earthquake insurance on Water System facilities other than the Public Works 

Municipal Service Center, where administrative functions of the Water System are carried out.  See the captions 

“—City Insurance” and “CERTAIN RISKS TO BONDHOLDERS—Natural Disasters.” 

Governance and Management 

General.  The City operates under a council-manager form of government.  The City Council consists 

of six members elected by district for overlapping four-year terms and a mayor elected Citywide for a two-year 

term.  The City Council is responsible for, among other things, passing ordinances, adopting the budget, 

appointing committees and appointing a City Manager and a City Attorney. 

City of Garden Grove 

Mayor and City Council 

Name Term Expires 

Steven R. Jones, Mayor 2020 

John R. O’Neill, Mayor Pro Tem, Council Member, District 2 2020 

George S. Brietigam III, Council Member, District 1 2022 

Diedre Thu-Ha Nguyen, Council Member, District 3 2022 

Patrick Phat Bui, Council Member, District 4 2022 

Stephanie Klopfenstein, Council Member, District 5 2020 

Kim B. Nguyen, Council Member, District 6 2020 

 

The City has nine departments.  The Water System is primarily operated by the Water Services Division 

of the City’s Public Works Department, with support provided by the Finance Department and other 

departments.  Department heads are overseen by the City Manager’s office.  A summary of certain City executive 

staff are described below. 

The City Manager’s office provides oversight of all City departments and directs the implementation of 

policies and programs adopted by the City Council.  The current City Manager is Scott C. Stiles.  Mr. Stiles has 

been with the City since 2015.  Prior to coming to the City, Mr. Stiles served in a variety of roles for the City of 

Cincinnati, Ohio, including as Interim City Manager.  He has over 30 years of experience in public 

administration.  Mr. Stiles has a Bachelor of Science degree from South Dakota State University and Master of 

Community Planning degree from the University of Cincinnati. 

The City’s Finance Department is led by Patricia Song, Director of Finance.  Ms. Song has been with 

the City since 2019.  Prior to coming to the City, Ms. Song served as Manager of Fiscal Services for the City of 

Irvine, California, Finance Manager for the City of Corona, California and Accounting Manager for the City of 

Ontario, California.  She has over 16 years of experience in municipal finance.  Ms. Song has Masters of Business 

Administration degrees in accounting and management information systems from California State University, 

San Bernardino.  She is a certified public accountant. 
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The City’s Public Works Department, including the Water System, is led by Bill Murray, Public Works 

Director.  Mr. Murray has been with the City since 1998 and has served as Public Works Director since 2011.  

He has a Bachelor of Science degree from California State Polytechnic University, Pomona and is a registered 

professional engineer. 

Management Policies.  The City has adopted several policies which are designed to ensure the prudent 

and effective management of City operations, including a reserve policy, a debt management policy, a pension 

funding policy and an investment policy.  Further information about such policies is set forth below. 

Reserve Policy.  The City’s reserve policy was adopted in 2019.  Under the policy, the City is 

committed to maintaining a General Fund reserve equal to 16.7% (or two months) of adopted General Fund 

operating revenues, with a goal of increasing the reserve to 30% of adopted General Fund operating revenues 

over time.  The 30% target reserve level will be allocated as follows: (i) 16.7% will be comprised of funds in a 

Stability Reserve; and (ii) 13.3% will be comprised of funds in a Catastrophic Reserve. 

The Stability Reserve is maintained to mitigate financial risks associated with unexpected revenue 

shortfalls due to changes in the economic environment.  In times of economic downturn, if revenues are 

insufficient to meet the normal operating requirements of essential services, funds in the Stability Reserve may 

be used if authorized by a two-thirds vote of the City Council. 

The Catastrophic Reserve is maintained to mitigate costs associated with a public emergency such as a 

natural disaster or other unforeseen event.  The reserve will not be used to meet operational shortfalls or to fund 

new programs or personnel.  Moneys in the Catastrophic Reserve will be expended only as necessary to ensure 

the safety of the City’s residents and their property. 

Should actual General Fund revenues exceed expenditures and encumbrances/carryovers, a year-end 

operating surplus will be reported.  The year-end surplus may be used to fund the above-described target reserve 

levels as recommended by the City Manager and approved through the adoption of the biennial budget.  See the 

caption “—Budget Process.” 

Debt Management Policy.  The City’s debt management policy was adopted in 2017 in 

compliance with California Government Code § 8855.  The debt management policy establishes: (a) the purposes 

for which debt may be issued; (b) the types of debt that may be issued; (c) the relationship of the City’s debt to 

its capital improvement program and budget; (d) policy goals related to the City’s planning goals and objectives; 

and (e) internal control procedures governing City debt. 

Pension Funding Policy.  The City’s pension funding policy was adopted in 2019.  Under the 

policy, the City resolved to establish a plan to pay down its pension liabilities and/or stabilize future contribution 

rates.  In accordance with the policy, the City Council adopted a resolution in November 2019 to establish an 

Internal Revenue Code § 115 trust (the “Section 115 Trust”), an irrevocable pension trust that is intended to 

pre-fund the City’s pension liabilities.  As of August 31, 2020, the City held $1,426,909 in the Section 115 Trust.  

In addition, under the policy, pension fund contributions (based on actuarially determined contributions which 

are calculated in a manner that fully funds long-term costs while keeping contributions stable and equitably 

allocating costs over employees’ period of service) have the same budget priority as other personnel costs such 

as salaries and benefits.  The pension funding policy also requires the City to contribute no less than the full 

actuarially determined contribution each year, and pension benefit increases that require a contract amendment 

may not be approved until the City’s pension plan reaches 100% funded status.  See the caption “WATER 

SYSTEM FINANCIAL INFORMATION—Pension Obligations” for a description of the City’s Miscellaneous 

pension plan and the Section 115 Trust. 

Investment Policy.  The City invests its funds in accordance with its investment policy, which 

is updated annually and complies with California Government Code § 53600 et seq.  The policy sets forth the 

policies and procedures which are applicable to the investment of City funds and designates eligible investments.  
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The investment policy sets forth a stated objective, among others, of ensuring the safety of invested funds by 

limiting credit and market risks, with the 6-month Treasury bill serving as the City’s yield benchmark.  Funds 

are invested in the following order of priority: 

 Safety of Principal; 

 Liquidity; and 

 Return on Investment. 

Eligible investments include the Local Agency Investment Fund which is operated by the California 

State Treasurer (“LAIF”), United States Government agency, Federal Home Loan Bank, Federal National 

Mortgage Association and Federal Farm Credit Bank securities with a maximum maturity of 5 years, certificates 

of deposit (limited to 30% of the portfolio) and banker’s acceptances (limited to 180-day maturities and 30% of 

the portfolio), among other investments. 

The Finance Department is required to provide a monthly report to the City Council showing the type 

of investment, date of maturity, amount invested, current market value, rate of interest and other such information 

as may be required by the City Council.  As of June 30, 2020 the City had an investment portfolio of 

approximately $279 million (excluding amounts held in the Section 115 Trust that is described under the caption 

“WATER SYSTEM FINANCIAL INFORMATION—Pension Obligations” and bond-related reserves).  As of 

such date, the City had invested approximately 27% of its investment portfolio in LAIF, 48% in federal agency 

securities and 25% in Treasuries.  Approximately $20 million of the City’s $279 million investment portfolio 

was attributable to the Water System as of June 30, 2020.  For additional information with respect to the City’s 

cash and investments, see Note C.1 to the City’s audited financial statements set forth in Appendix A. 

Employees  

As of June 30, 2020, the City had approximately 560 full-time equivalent employees.  Certain 

employees of the City are represented by employee associations.  In accordance with the provisions of California 

Government Code § 3500, the City participates in labor negotiations with its employee associations.  The result 

of the negotiations processes are memorialized in memoranda of understanding (“MOUs”) between the City and 

the employee associations.  Employees that operate and support the Water System are represented by the Orange 

County Employees’ Association, Garden Grove Chapter, under an MOU that expires on June 30, 2022 and the 

Orange County Employees’ Association, Garden Grove Employees League, under an MOU that expires on June 

30, 2022.  Salaries and benefits for non-represented management employees of the Water System are established 

by resolution.  The City has not experienced a strike, slowdown or work stoppage. 

Budget Process 

A key element of the City’s financial management process is the development and approval of a biennial 

budget.  The City’s Municipal Code requires the City Manager to prepare and submit the proposed budget and 

salary plan to the City Council for approval every two years.  The City Council conducts several public budget 

review sessions to obtain taxpayer input prior to adopting the budget at a public meeting.  The legal level of 

budgetary control is at the department level.  The City Council may amend the budget to increase or decrease 

appropriations or move appropriations between funds.  The City Manager is authorized to transfer appropriations 

within a fund between the various programs and/or departments. 

The budget for Fiscal Years 2020 and 2021 was adopted on June 25, 2019.  Subsequently, during mid-

cycle review, the amended budget for Fiscal Year 2021 (reflecting anticipated effects of the COVID-19 

pandemic and associated economic recession) was adopted by City Council on June 23, 2020. 
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City Insurance 

The City is self-insured for the first $1 million of workers’ compensation, per occurrence.  Excess 

coverage is in place with a joint powers authority and commercial insurers up to the statutory limits.  The City 

is also self-insured for the first $2 million of general liability, per occurrence.  Excess coverage is in place with 

a joint powers authority and commercial insurers up to an additional $33 million, per occurrence.   

The City maintains property coverage through the Public Entity Insurance Program which provides up 

to $275 million per occurrence, “All Risks” coverage, and $100 million per occurrence for Boiler and Machinery 

Coverage.  The City also maintains earthquake coverage for scheduled buildings up to $23.5 million per 

occurrence.  The City’s earthquake coverage does not include Water System facilities other than the Public 

Works Municipal Service Center, where administrative functions of the Water System are carried out. 

Certain portions of the Water System, including pipelines, are not covered by the City’s property 

insurance.  See the caption “CERTAIN RISKS TO BONDHOLDERS—Natural Disasters.” 

The City has not settled any claims that exceeded its insurance coverage in the past three years. 

The City can provide no assurance that it will maintain the above insurance coverage amounts while the 

Bonds are outstanding.  See Appendix B under the caption “INSTALLMENT PURCHASE AGREEMENT—

Covenants of the City—Insurance” for a description of insurance coverages that are required to be maintained 

while the Bonds are outstanding. 

Outstanding Parity Obligations 

In 2015, the City issued the 2015 Bonds to refinance the acquisition and construction of certain Water 

System capital improvements.  The 2015 Bonds, which bear interest at the rate of 2.00% per annum, are currently 

outstanding in the aggregate principal amount of $3,805,000 and are payable by the City from Net Revenues of 

the City’s Water System in semiannual installments, with a final payment due in 2023.  The 2015 Bonds are 

payable from Net Revenues on a parity with the Series 2020 Installment Payments, which secure the Bonds. 

The City is permitted to incur additional obligations that are payable from Net Revenues on a parity 

with the Series 2020 Installment Payments in the future upon satisfaction of the conditions that are described 

under the caption “SECURITY FOR THE BONDS—Additional Parity Bonds and Contracts.” 

Financial Statements 

A copy of the most recent audited basic financial statements of the City prepared by Davis Farr LLP, 

Irvine, California (the “Auditor”) is set forth in Appendix A.  The Auditor’s letter dated December 4, 2019 is 

located at the beginning of the Financial Section therein. 

The summary operating results that are contained under the caption “WATER SYSTEM FINANCIAL 

INFORMATION—Historical Operating Results and Debt Service Coverage” are derived from these financial 

statements and audited financial statements for prior Fiscal Years (excluding certain non-cash items and after 

certain other adjustments), and are qualified in their entirety by reference to such statements, including the notes 

thereto.  In addition, the City has provided estimated actual results for Fiscal Year 2020 herein. 

The City accounts for moneys received and expenses paid in accordance with generally accepted 

accounting principles applicable to public entities (“GAAP”).  Generally, the City recognizes revenues and 

expenses on the modified accrual basis of accounting, meaning that revenues are recognized as soon as they are 

both measurable and available.  Revenues are considered to be available when they are collectible within the 

current period or soon enough thereafter to pay liabilities of the current period.  For such purpose, the City 

considers revenues to be available if they are collected within 60 days of the end of the current fiscal period and 
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expenditures generally are recorded when a liability is incurred, as under accrual accounting.  Accordingly, in 

certain cases, GAAP requires or permits moneys that are collected in one Fiscal Year to be recognized as revenue 

in a subsequent Fiscal Year and requires or permits expenses that are paid or incurred in one Fiscal Year to be 

recognized as expenses in a subsequent Fiscal Year.  Debt service expenditures are recorded only when payment 

is due.  See Note A.3 to the financial statements that are set forth in Appendix A.  Except as otherwise expressly 

noted herein, all financial information that has been derived from the City’s audited financial statements reflects 

the application of GAAP. 

The Water System Fund of the City is accounted for as a proprietary fund type (enterprise fund) using 

the economic resources measurement focus.  In governmental accounting, enterprise funds are used to account 

for operations that are financed and operated in a manner similar to private business enterprises, where the intent 

is that the costs (expenses, including depreciation) of providing goods or services to the general public on a 

continuing basis are to be financed or recovered primarily through user charges, or where periodic determination 

of revenues earned, expenses incurred and/or net income is deemed appropriate for capital maintenance, public 

policy, management control, accountability or other purposes. 

Enterprise funds distinguish operating revenues and expenses from nonoperating items.  Operating 

revenues and expenses generally result from providing goods and services and producing and delivering goods 

in connection with a proprietary fund’s principal ongoing operations.  The principal operating revenues of the 

enterprise and internal service funds are charges for sales and services.  Operating expenses for enterprise and 

internal service funds include salaries and employee benefits, maintenance and operation of systems and 

facilities, administrative expenses and depreciation on capital assets.  All revenues and expenses not meeting 

this definition are reported as non-operating revenues and expenses. 

COVID-19 Outbreak 

The spread of the novel strain of coronavirus called SARS-CoV-2, which causes the disease known as 

COVID-19 (“COVID-19”), and local, State and federal actions in response to COVID-19, are having a 

significant impact on the City’s operations and finances.  In response to the increasing number of cases of 

COVID-19 infections and fatalities, health officials and experts have recommended, and some governments have 

mandated, a variety of responses ranging from travel bans and social distancing practices to complete shutdowns 

of certain services and facilities.  The World Health Organization has declared the COVID-19 outbreak to be a 

pandemic and on March 4, 2020, as part of the State’s response to address the outbreak, the Governor declared 

a state of emergency.  On March 13, 2020, the President declared a national emergency, freeing up funding for 

federal assistance to state and local governments.  Many school districts across the State have temporarily closed 

some or all school campuses (including schools within the City) in response to local and State directives or 

guidance.  On March 19, 2020, the Governor issued Executive Order N-33-20, a mandatory Statewide shelter-

in-place order applicable to all non-essential services.  Certain aspects of the shelter-in-place directives have 

been extended indefinitely until indicators for modifying the stay-at-home order have been met.  The County 

and the City have also declared a state of emergency in response to the COVID-19 outbreak.   

On March 27, 2020, the President signed the $2.2 trillion Coronavirus Aid, Relief, and Economic 

Stabilization Act (the “CARES Act”) which provides, among other measures, $150 billion in financial assistance 

to states, tribal governments and local governments to provide emergency assistance to those most significantly 

impacted by COVID-19.  Under the CARES Act, local governments are eligible for reimbursement of certain 

costs which are expended to address the impacts of the pandemic, although the City cannot predict what State 

and/or federal funding or other relief it will ultimately receive.  Any funds received by the City under the CARES 

Act are not available for payment of the Series 2020 Installment Payments and cannot be used to backfill any 

City revenue losses related to COVID-19. 

The effects of the COVID-19 outbreak and governmental actions responsive to it are altering the 

behavior of businesses and people in a manner that is having significant negative impacts on global and local 

economies.  In addition, financial markets in the United States and globally have seen significant declines and 
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experienced significant volatility attributed to COVID-19 concerns.  Volatility in the financial markets has 

impacted the California Public Employees Retirement System’s (“CalPERS”) earnings, which could result in a 

significant increase in the City’s unfunded pension liability and future pension costs, commencing in Fiscal Year 

2024.  See the caption “WATER SYSTEM FINANCIAL INFORMATION—Pension Obligations.”  The 

outbreak has resulted in increased pressure on State finances, as budgetary resources are directed towards 

containing the pandemic and tax revenues sharply decline.  Identified cases of COVID-19 and deaths attributable 

to the COVID-19 outbreak are continuing to increase throughout the United States, including the County. 

Potential impacts to the City associated with the COVID-19 outbreak include, but are not limited to, 

increasing costs and challenges to the public health system in and around the City, cancellations of public events 

and disruption of the regional and local economy with corresponding decreases in the City’s revenues, including 

as a result of reduced water use (particularly among commercial and hotel establishments), and potential declines 

in property values. 

In response to the COVID-19 outbreak, the City has declared the Water System to be an essential service 

and has staggered employee shifts, enabled certain employees to telecommute and moved employees to multiple 

locations in order to prevent large gatherings of Water System personnel at any one time and to better maintain 

employees’ health and the operations of the Water System.  In addition, on-site personnel are wearing masks 

and practicing social distancing while working.  Access to City Hall has been restricted and City Council 

meetings are occurring via teleconference.  The City does not foresee an impact on Water System operations at 

this time as a result of the COVID-19 outbreak. 

In addition, the State Governor has suspended utility service shutoffs (including for the Water System) 

for the duration of the public health emergency declared by the State, and the City will not seek to collect late 

fees or penalties.  Although no service charges are being forgiven, the City expects its accounts receivable 

amount to increase as a result of the foregoing policy.  See the caption “THE WATER SYSTEM—Water System 

Collection Procedures.” 

The COVID-19 outbreak is ongoing, and the duration and severity of the outbreak and the economic 

and other actions that may be taken by governmental authorities to contain the outbreak or to treat its impact are 

uncertain.  The ultimate impact of COVID-19 on the operations and finances of the City and the Water System 

is unknown.  Based on unaudited actual results, the City does not expect Fiscal Year 2020 Water System 

revenues or expenses to be below budgeted amounts or below audited Fiscal Year 2019 results as a result of the 

COVID-19 outbreak.   

Similarly, the City’s amended Fiscal Year 2021 budget, which includes consideration of the effect of 

the COVID-19 outbreak and an anticipated recession, does not reflect an expected financial impact on the Water 

System.  The City continues to actively monitor customer usage, revenues and delinquencies so that any further 

impacts can be anticipated.  See the caption “WATER SYSTEM FINANCIAL INFORMATION—Projected 

Operating Results and Debt Service Coverage.” 

CalPERS has reported a preliminary 4.7% investment return in Fiscal Year 2020, which was below its 

investment target.  The City also expects that CalPERS’ earnings could be reduced in Fiscal Year 2021 as a 

result of stock market declines in the wake of the COVID-19 outbreak, which could increase future contribution 

rates for plan participants, including the City.  The City is unable to estimate the magnitude of any such increases 

at this time.  See the caption “WATER SYSTEM FINANCIAL INFORMATION—Pension Obligations.” 

As shown under the caption “THE WATER SYSTEM—Largest Water System Customers,” many of 

the City’s top water customers are commercial and industrial businesses, hotels, multi-unit residential complexes 

and schools.  Hotel occupancy within the City, and consequently water use by such customers, was reduced in 

Fiscal Year 2020, and the City expects such reductions to continue in Fiscal Year 2021 as a result of the COVID-
19 outbreak.  However, as noted under the caption “THE WATER SYSTEM—Water System Rates and 

Charges—Adopted Rates and Charges,” the City’s water rates include fixed monthly rates that are payable 
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without regard to the amount of water used, which mitigates a portion of the impact of reduced water use by 

hotels and other commercial customers. 

THE WATER SYSTEM  

General 

The Water System commenced operations in 1958, at which time various private water companies also 

served customers within the City’s boundaries.  In the intervening years, the City assumed responsibility for the 

provision of water service to such companies’ customers and the City is currently the sole water service provider 

to customers within City limits.   

The City supplies potable water to approximately 31,315 residential, 1,653 commercial and 1,491 

industrial and other connections within the boundaries of the City and a small portion of the unincorporated area 

of the County adjacent to the City.   

The City has two water sources: (i) groundwater that is extracted from 11 City-owned wells in the Basin; 

and (ii) treated water that is imported from the Colorado River and northern and central California by MWD and 

purchased by the City from MWDOC, an MWD member agency.  The City has recently voluntarily stopped 

groundwater extractions from two of its wells as a result of State regulations relating to substances known as 

PFAS, as described under the caption “—Water Quality—PFAS.”  The City expects to purchase additional 

imported water supplies from MWDOC to serve customer demand while such wells are out of service.  

The Water System includes approximately 436 miles of water mains, 8 storage tanks with a total storage 

capacity of approximately 53 million gallons (which would be sufficient to serve the Water System’s customers 

for approximately 2 days, assuming water use based on historical averages) and 5 booster stations.  The City 

also maintains several emergency interconnections with neighboring agencies. 

The City does not currently supply non-potable or recycled water to customers. 

Water Quality 

General.  The City’s water sources consist of groundwater that is extracted from the Basin and potable 

imported water that is supplied by MWD through MWDOC.  Groundwater supplies are subject to comprehensive 

testing by Water System staff in order to ensure that they meet all State and Federal regulatory requirements 

prior to delivery to customers.  On occasion, groundwater from certain City wells is blended with imported water 

to ensure compliance with applicable standards.  MWD water is treated by MWD to potable water standards as 

described under the caption “—Water Supply—Imported Water” before being delivered to customers. 

PFAS.  In 2019, the State of California Water Resources Control Board’s Division of Drinking Water 

(the “Division”) lowered the Notification Levels for Perfluorooctanoic acid (“PFOA”) and 

Perfluorooctanesulfonic acid (“PFOS”) to 5.1 and 6.5 parts per trillion (“PPT”), respectively.  Notification 

Levels are non-regulatory, precautionary health-based measures for concentrations of chemicals in drinking 

water that warrant notification and further monitoring and assessment.  In 2020, the Division lowered the 

Response Level (the “RL”) for PFOA and PFOS from 70 PPT, combined, to 10 to 40 PPT, each.  RLs are non-

regulatory, precautionary health-based measures that are set at higher levels than Notification Levels and 

represent thresholds at which the Division recommends that water utilities remove a water source from use or 

treat it. 

PFOA and PFOS are fluorinated organic chemicals which are part of a family of synthetic compounds 

that are known as per- and polyfluoroalkyl substances (“PFAS”).  PFAS are water and lipid resistant substances 

that are useful for a variety of manufacturing processes and industrial applications.  They are often present in 

water supplies which are in close proximity to wastewater treatment plant effluent or active or former military 
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installations.  The City understands that recent technological advances have enabled water suppliers to detect 

PFAS compounds at very low concentrations. 

In 2019, the City conducted testing of its groundwater sources for PFOA and PFOS.  Such testing 

revealed the presence of PFOA and PFOS at levels above the lowered RL in two of the City’s groundwater wells.  

As a result, the City voluntarily elected to stop groundwater production from such wells.  The City expects to 

purchase additional imported water supplies from MWDOC to serve customer demand while such wells are out 

of service. 

In order to assist water producers and facilitate the removal of PFAS from groundwater sources in the 

Basin, the Orange County Water District (“OCWD”), which manages the Basin, has proposed to pay for the 

design and construction of treatment facilities consisting of a filtering system to remove PFAS from the Basin.  

The City has entered into an agreement with OCWD pursuant to which OCWD will design and construct PFAS 

treatment facilities at OCWD’s expense at the two City wells that have been shut down.  The City expects such 

facilities to be operational within two years, at which time the City can resume production from the wells, subject 

to the same payments to OCWD that apply to groundwater production from other City wells which have not 

been impacted by PFAS.  However, the appropriate design for the facilities is still being studied and there can 

be no assurance as to the ultimate type of facilities to be constructed or the timing of completion thereof.  

Although the City will be obligated to operate and maintain the PFAS treatment facilities for a period of up to 

30 years, the City’s agreement with OCWD enables the City to seek reimbursement from OCWD for up to half 

of the operation and maintenance costs of the facilities at the rate of $75 per acre foot of groundwater produced.   

The City does not anticipate that implementation of the lowered PFAS Response Level by the Division 

will have a material adverse effect on the operation of the Water System or the City’s ability to make the Series 

2020 Installment Payments.  The projected operating results which are set forth under the caption “WATER 

SYSTEM FINANCIAL INFORMATION—Projected Operating Results and Debt Service Coverage” assume 

higher water supply costs for two years as a result of the purchase of relatively more expensive imported water 

to replace the supplies from the two wells which have been taken out of service, and additional Operation and 

Maintenance Costs to operate and maintain the new treatment facilities that are being constructed by OCWD 

after the two year construction period.  Notwithstanding the foregoing, there can be no assurance that additional 

State regulations related to PFOA or PFOS, or new regulations related to PFAS other than PFOA or PFOS, will 

not result in the imposition of additional costs on the Water System. 

Water Supply 

The City has two water sources: (i) groundwater that is extracted from City-owned wells in the Basin, 

which comprised approximately 50% of the City’s water supply in Fiscal Year 2020; and (ii) treated water that 

is imported from the Colorado River and northern and central California by MWD and purchased by the City 

from MWDOC, an MWD member agency, which comprised approximately 50% of the City’s water supply in 

Fiscal Year 2020.  The City’s water sources fluctuate from year depending upon the price and availability of 

imported water supplies, the purchase of which allows the City to maintain its groundwater supplies in the Basin 

for use during years when imported water is relatively more expensive. 

Groundwater.   

City Wells.  The City produces groundwater from 11 currently active City-owned groundwater 

wells (not including the two wells described in the following paragraph from which the City is not currently 

extracting groundwater) which are located throughout the City.  The City’s wells draw groundwater from the 

Basin, which is managed by OCWD as described below under the subcaption “—OCWD.”  The Basin is 

estimated to have a total water storage capacity of approximately 66,000,000 acre feet.  The City’s wells have 

been drilled to an average depth of 1,014 feet and produce high quality water that meets all State and Federal 
drinking water standards.  See the caption “—Water Quality—General.”  Total average production from the 

City’s wells in Fiscal Year 2020 (including production from the two wells described in the following paragraph 
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from which the City is not currently extracting groundwater) was approximately 10 MGD, and total maximum 

daily production capacity from the City’s wells (including the two wells that are described in the following 

paragraph) is approximately 55.5 MGD. 

The City has recently voluntarily stopped groundwater extractions from two of its wells as a result of 

State regulations relating to substances known as PFAS, as described under the caption “—Water Quality—

PFAS.”  The City expects to purchase additional imported water supplies from MWDOC to serve customer 

demand while such wells are out of service.  See the subcaption “—Imported Water” below.  Accordingly, the 

City expects that it will purchase more imported water and produce less groundwater in Fiscal Years 2021 and 

2022 compared to Fiscal Year 2020.  See the captions “—Historical Water System Supply” and “—Projected 

Water System Supply” for historical and projected information with respect to the City’s sources of water supply. 

Orange County Groundwater Basin.  Water used within the present boundaries of the City 

historically originated exclusively in the Santa Ana River watershed, an area embracing approximately 2,000 

square miles in Orange, Riverside and San Bernardino Counties.  The Santa Ana River originates in the San 

Bernardino Mountains northeast of the City of San Bernardino and flows to the southwest through San 

Bernardino County to Riverside County.  Near the northern Riverside County border, the Santa Ana River flows 

through a geologic formation known as the Riverside Narrows, which acts to confine the river and the 

groundwater flow beneath to a narrow flow.  The Santa Ana River then flows from the Riverside Narrows 

through Riverside County in a southwestern direction, passing into the County from the Corona area, flowing 

through the Santa Ana Canyon and then onto the coastal plain that constitutes most of the northwestern portion 

of the County.  Except during periods of storm flows, the Santa Ana River flows underground for most of its 

length. 

Early settlers along the Santa Ana River constructed facilities in the Santa Ana Canyon and Anaheim 

areas to divert the surface and flood flows of the Santa Ana River, primarily for irrigation purposes.  As 

agricultural and domestic water use along the Santa Ana River increased, farmers, ranchers and municipal and 

private corporations began pumping water from the Basin which was recharged by the sub-surface flow of the 

Santa Ana River. 

In 1941, the United States Army Corps of Engineers (the “Corps”) constructed a flood control dam on 

the Santa Ana River just north of the river’s entrance into the Santa Ana Canyon area (“Prado Dam”).  Since 

Prado Dam was completed, the Corps has operated it primarily as a flood control facility, with certain incidental 

water conservation activities. 

Prior to 1969, Santa Ana River water users above Prado Dam in Riverside and San Bernardino Counties 

(the “Upper Basin”) and in the Basin came increasingly into conflict over water flows in the Santa Ana River.  

These conflicts led to a series of lawsuits which culminated in a stipulated judgment entered by the Superior 

Court for the County of Orange in 1969 (the “1969 Stipulation”) affirming a negotiated settlement of Santa Ana 

River water rights disputes between the Upper Basin and the Basin.  Under the 1969 Stipulation, San Bernardino 

Valley Municipal Water District is obligated to deliver an average annual supply of 15,250 acre feet of Santa 

Ana River base flow to the Riverside Narrows (subject to certain adjustments which could reduce such amount 

but in no event below 12,420 acre feet annually).  In addition, Chino Basin Municipal Water District and Western 

Municipal Water District are obligated to deliver an average annual supply of 42,000 acre feet of Santa Ana 

River base flow to Prado Dam (subject to certain adjustments which could reduce such amount to 34,000 acre 

feet annually), and OCWD is entitled to all storm flows reaching Prado Dam.  The above-described obligations 

can increase under certain circumstances, if necessary to maintain water quality at Riverside Narrows or Prado 

Dam, as applicable.  The 1969 Stipulation also includes provisions relating to inter-basin exports of water and 

water rights acquisitions and reserves the continuing jurisdiction of the Superior Court, but it does not adjudicate 

the water rights of individual water users within the Basin or the Upper Basin. 

The 1969 Stipulation created a watermaster for the Santa Ana River (the “Watermaster”), which is a 

committee of five court-appointed members, including two members nominated by OCWD.  The Watermaster 
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is charged with administration and reporting with respect to the 1969 Stipulation.  If the Watermaster, which can 

act only upon the unanimous vote of its five members, fails or is unable to make necessary findings or 

determinations, the Superior Court is empowered to do so. 

Sections of the Prado Dam spillway were recently determined by federal regulators to need repair.  The 

operator of the Prado Dam (the Corps) downgraded the overall safety rating of Prado Dam from “moderate 

urgency” to “high urgency” as a result.  Based on information provided by OCWD, the City does not believe 

that any proposed modifications to the operation of Prado Dam would have a material adverse impact on the 

capture and storage of Santa Ana River storm flows behind Prado Dam.  In the event that Prado Dam undergoes 

repair, the Water System would not be responsible for any portion of the costs thereof. 

OCWD.  OCWD was formed in 1933 and has a service area that encompasses approximately 

381 square miles in the County, including substantially all of the northern half of the County and all of the land 

within City limits.  OCWD’s primary role is to manage and replenish the Basin, and the City’s groundwater 

production is governed by rules and regulations established by OCWD.   

OCWD establishes and collects replenishment assessments as a means of purchasing water and funding 

projects to replenish the Basin.  The replenishment assessment is established annually by OCWD and applies to 

every acre foot of groundwater produced from the Basin. 

In addition, and per statute, OCWD sets a basin production percentage (the “BPP”) for water to be 

extracted from the Basin.  The BPP is the amount of groundwater, as a percentage of the total water demands of 

a groundwater pumping agency such as the City, that can be pumped from the Basin during the year by the 

groundwater pumping agency without incurring the additional assessment that is described in the following 

paragraph.  It is set both annually and uniformly for all producers.  Multiplying the BPP against a producer’s 

total water demand yields a groundwater production limit (the “BPP formula”), and OCWD imposes an 

additional assessment on the producer for all groundwater pumped in excess of that limit.   

The additional assessment incurred by an agency that pumps groundwater above the limit established 

by the BPP formula is called the basin equity assessment (the “BEA”).  The BEA is established annually by 

OCWD and is intended to discourage pumping of amounts above the BPP formula by raising the cost of 

producing groundwater so that it is comparable to the cost of importing water, thereby encouraging groundwater 

pumping agencies to supplement their groundwater production with imported water for the portion of their water 

use that exceeds the BPP.  The BEA is a surcharge to discourage, yet still allow for, the production of 

groundwater in excess of the BPP formula.  One of the Water System’s operating objectives is to minimize the 

production of groundwater in excess of the BPP formula in order to minimize the BEA payment.  In Fiscal Year 

2020, the City did not pay a BEA to OCWD. 

OCWD has sought to enable groundwater producers to derive a larger percentage of their water supplies 

from local sources in times of Statewide drought so that such producers can reduce purchases of imported water 

at increased rates.  For these reasons, in the last five years, the BPP has ranged from 62% to 77%, and it is 

currently set at 77%.  See the caption “—Recent Drought.”  The City currently pays OCWD a replenishment 

assessment of $487 per acre foot for all groundwater pumped.  In the event that the City were to produce 

groundwater in excess of the BPP formula, the BEA is currently equal to an additional $547 per acre foot.  The 

City also incurs energy costs to pump groundwater from the Basin. 

Because OCWD already manages the Basin, the Basin is not subject to the provisions of the Sustainable 

Groundwater Management Act, a legislative effort to regulate groundwater on a Statewide basis. 

OCWD faces various challenges in managing the Basin.  A description of these challenges as well as a 

variety of other operating information with respect to OCWD is included in certain disclosure documents 

prepared by OCWD.  OCWD periodically prepares official statements and other disclosure documents in 

connection with its bonds and other obligations.  OCWD has also entered into certain continuing disclosure 
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agreements pursuant to which OCWD is contractually obligated for the benefit of owners of certain of its 

outstanding obligations to file annual reports, including audited financial statements and notice of specified 

events, pursuant to Rule 15c2-12 promulgated under the Securities Exchange Act of 1934, as amended (“Rule 

15c2-12”).  Such official statements, other disclosure documents, annual reports and notices (collectively, the 

“OCWD Information”) are filed with the Municipal Securities Rulemaking Board’s Electronic Municipal 

Market Access system (“EMMA”), which is accessible on the Internet at http://emma.msrb.org.  The OCWD 

Information is not incorporated herein by reference thereto, and the City makes no representation as to the 

accuracy or completeness of such information.  OCWD HAS NOT ENTERED INTO ANY CONTRACTUAL 

COMMITMENT WITH THE CITY, THE AUTHORITY, THE TRUSTEE OR THE OWNERS OF THE 

BONDS TO PROVIDE OCWD INFORMATION TO THE CITY OR THE OWNERS OF THE BONDS. 

OCWD HAS NOT REVIEWED THIS OFFICIAL STATEMENT AND HAS NOT MADE 

REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR 

COMPLETENESS OF THE INFORMATION THAT IS CONTAINED OR INCORPORATED 

HEREIN, INCLUDING INFORMATION WITH REGARD TO OCWD.  OCWD IS NOT 

CONTRACTUALLY OBLIGATED, AND HAS NOT UNDERTAKEN, TO UPDATE SUCH 

INFORMATION FOR THE BENEFIT OF THE CITY OR THE OWNERS OF THE BONDS UNDER 

RULE 15c2-12. 

Imported Water.  The City purchases treated water that is imported from the Colorado River and 

northern and central California by MWD.  The City’s purchases are made through MWDOC, an MWD member 

agency.   

MWD was created in 1928 by vote of the electorates of certain Southern California cities to provide a 

supplemental supply of water for domestic and municipal uses at wholesale to its member agencies.  The MWD 

service area comprises approximately 5,200 square miles and includes portions of the six counties of Los 

Angeles, Orange, Riverside, San Bernardino, San Diego and Ventura.  MWD has 26 member agencies, 

consisting of 14 cities, 11 municipal water districts and one county water authority.  MWD is governed by a 

Board of Directors (the “MWD Board”), which currently has 38 members.  Each member agency has at least 

one representative on the MWD Board.  Representation and voting rights are based upon each member agency’s 

assessed valuation.  The total population of the MWD service area is approximately 19 million. 

MWD member agencies (including MWDOC) request water from MWD at various delivery points 

within MWD’s service area and pay for such water at uniform rates that are established by the MWD Board for 

each class of service.  For planning purposes, each MWD member agency advises MWD annually in December 

of its anticipated delivery requirements for each of the five following fiscal years.  Charges for water delivered 

are billed monthly and payable by the end of the second month following delivery. 

MWD’s principal sources of water are Colorado River supplies which are imported through the 

Colorado River Aqueduct and supplies from northern and central California which are imported through the 

State Water Project.  The same water rate is charged for water provided from each source.  Colorado River water 

is transported from Lake Havasu through the Colorado River Aqueduct to a terminus at Lake Mathews, which 

is located northeast of the City in the County of Riverside.  State Water Project water is delivered to southern 

California by MWD through the 444-mile California Aqueduct.  The eastern branch of the California Aqueduct 

terminates at Lake Perris, which is located northeast of the City in the County of Riverside, and the western 

branch of the California Aqueduct terminates at Castaic Lake north of the City.  Water from all sources is treated 

to potable water standards by MWD at the Diemer Filtration Plant, a 520 million gallon per day (“MGD”) 

capacity water treatment plant which is located northeast of the City in the City of Yorba Linda.  The City 

maintains four connections to MWD feeder lines. 

MWD supplies water through its member agencies, including the member agency in which the City is 

situated, MWDOC.  The City currently pays a fixed charge to MWDOC in the form of readiness to serve, 

capacity reservation and service connection charges.  The readiness to serve and capacity reservation charges 
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are paid monthly and, as of June 30, 2020, totaled $396,888 per year, while the service connection charge was 

$12.40 per permanent potable water meter for Fiscal Year 2020 and is $12.20 per permanent potable water meter 

for Fiscal Year 2021.  

The following table sets forth MWD’s current rates for treated water.  The City does not purchase 

untreated water from MWD. 

The Metropolitan Water District of Southern California 

Summary of Water Rates in Dollars per Acre Foot 

Rates Effective 

Beginning(1) 

Full Service 

Domestic Treated 

Water Rate 

Supply 

Rate 

System 

Access 

Rate 

Water 

Stewardship 

Rate(2) 

System 

Power 

Rate 

Treatment 

Surcharge 

January 1, 2020 Tier 1 $1,078 $208 $346 $65 $136 $323 

January 1, 2020 Tier 2 1,165 295 346 65 136 323 

January 1, 2021 Tier 1 1,104 243 373 0 161 327 

January 1, 2021 Tier 2 1,146 285 373 0 161 327 

    
(1) The Tier 1 rate is calculated as the amount of MWD’s total supply revenue requirement that is not covered by the Tier 2 rate 

divided by the estimated amount of Tier 1 water sales.  The Tier 2 rate is a volumetric rate that reflects MWD’s cost of 

purchasing water transfers from northern California.  The higher cost of purchasing water at the Tier 2 rate is intended to 

encourage MWD customers and retail users to maintain existing local supplies and develop cost-effective local supply 

resources and conservation.  The City has not historically purchased water at the Tier 2 rate and does not expect to do so in 

the future. 
(2) The Water Stewardship Rate will not be imposed in calendar years 2021 or 2022.  The Water Stewardship Rate for calendar 

year 2023 and thereafter has not yet been determined by the MWD Board. 

Source:  City. 

MWD faces various challenges in the continued supply of imported water to MWDOC.  A description 

of these challenges as well as a variety of other operating information with respect to MWD is included in certain 

disclosure documents prepared by MWD.  MWD periodically prepares official statements and other disclosure 

documents in connection with its bonds and other obligations.  MWD has also entered into certain continuing 

disclosure agreements pursuant to which MWD is contractually obligated for the benefit of owners of certain of 

its outstanding obligations to file annual reports, including audited financial statements and notice of specified 

events, pursuant to Rule 15c2-12.  Such official statements, other disclosure documents, annual reports and 

notices (collectively, the “MWD Information”) are filed with EMMA.  The MWD Information is not 

incorporated herein by reference thereto, and the City makes no representation as to the accuracy or completeness 

of such information.  MWD HAS NOT ENTERED INTO ANY CONTRACTUAL COMMITMENT WITH 

THE CITY, THE AUTHORITY, THE TRUSTEE OR THE OWNERS OF THE BONDS TO PROVIDE MWD 

INFORMATION TO THE CITY OR THE OWNERS OF THE BONDS. 

MWD HAS NOT REVIEWED THIS OFFICIAL STATEMENT AND HAS NOT MADE 

REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR 

COMPLETENESS OF THE INFORMATION THAT IS CONTAINED OR INCORPORATED 

HEREIN, INCLUDING INFORMATION WITH REGARD TO MWD.  MWD IS NOT 

CONTRACTUALLY OBLIGATED, AND HAS NOT UNDERTAKEN, TO UPDATE SUCH 

INFORMATION FOR THE BENEFIT OF THE CITY OR THE OWNERS OF THE BONDS UNDER 

RULE 15c2-12. 

Recent Drought  

State Orders.  On January 17, 2014, after several years of below-average precipitation in the State, the 

State Governor declared a drought state of emergency (the “Declaration”) with immediate effect.  The 

Declaration encouraged local urban water suppliers, including the City, to implement their local water shortage 
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contingency plans; the City’s plan is discussed under the caption “—Water Shortage Contingency Plan.”  The 

Declaration also required the State of California Department of Water Resources (“DWR”) and the State Water 

Resources Control Board (the “SWRCB”) to craft and enforce numerous emergency regulations that were 

designed to reduce water usage and increase water supplies. 

For instance, a May 2015 SWRCB regulation required the City to effect a 20% reduction from its 2013 

potable water usage.  On May 18, 2016, the SWRCB adopted a revised regulation that gave water agencies the 

ability to establish their own conservation standards based on a “stress test” of supply reliability.  By June 22, 

2016, water agencies were required to submit self-certifications to the SWRCB demonstrating that they had 

sufficient supplies to withstand three additional years of severe drought.  Any identified percentage gap between 

supplies and demands became the water agency’s updated mandatory conservation target. 

The City’s self-certification demonstrated that it had sufficient supplies to meet its projected demands, 

even if the State were to have endured three more years of drought.  Consequently, the City’s mandatory 

conservation target was eliminated retroactive to June 1, 2016. 

On April 7, 2017, after significant improvement in water supply conditions across the State, the 

Governor issued Executive Order B-40-17, which rescinded mandatory conservation measures for most 

California counties (including the County). 

The City is currently operating under Stage 1 of its water shortage contingency plan, as described under 

the caption “—Water Shortage Contingency Plan.” 

In 2018, the California Governor signed Senate Bill 606 and Assembly Bill 1668 into law.  These bills 

relate to water conservation and drought planning and empower DWR and the SWRCB to adopt long-term 

standards on water use.  The City is unable to predict the substance, timing of adoption or effect on the Water 

System of the implementation of Senate Bill 606 and Assembly Bill 1668 or any future legislation with respect 

to water conservation. 

Water Shortage Contingency Plan.  Under the City’s water shortage contingency plan, which is 

codified in Title 14, Chapter 40 of the City’s Municipal Code, the City responds to a water shortage by City 

Council action in stages as follows: 

• Stage 1 (Voluntary Conservation – Water Watch) applies during times when the City desires 

to foster water conservation and water consumption reduction.  In Stage 1, the following voluntary measures are 

encouraged: (i) lawn watering and landscape irrigation should be limited to once every other day and prohibited 

between the hours of 10:00 a.m. and 5:00 p.m.; (ii) washing of vehicles should be limited to once every other 

day unless undertaken at a commercial car wash and only with a water shut-off device or a low-volume, high-

pressure cleaning machine equipped to recycle any water used; and (iii) the use of a pool/spa cover is encouraged 

to prevent evaporation water loss. 

• Stage 2 (Mandatory Conservation – Water Alert) applies during periods when the City Council 

determines that due to drought or other water supply conditions, a water supply shortage or threatened shortage 

exists and a consumer demand reduction is necessary.  In Stage 2, the following water conservation measures 

are mandated: (i) lawn watering and landscape irrigation is permitted only on Tuesdays and Saturdays and 

prohibited between the hours of 10:00 a.m. and 5:00 p.m; and (ii) washing of vehicles (other than at a commercial 

car wash) must be undertaken only with a water shut-off device or a low-volume, high-pressure cleaning machine 

equipped to recycle any water used. 

• Stage 3 (Mandatory Conservation – Water Watch) applies during periods when there is a 

critical differential between supply and demand and it is determined that demand cannot be reduced sufficiently 

through Stage 1 and 2 measures to remain within the available supply.  In Stage 3, the following water 

conservation measures are mandated: (i) lawn watering and landscape irrigation is permitted only on Tuesdays 
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and Saturdays and prohibited between the hours of 10:00 a.m. and 6:00 p.m.; (ii) washing of vehicles is 

prohibited except at commercial car washes or for vehicles such as refuse trucks and those transporting food and 

perishables, and commercial car washes must reduce water use by 20%; (iii) the use of water softening devices 

is prohibited; (iv) water leaks must be repaired immediately; and (v) new construction meters will not be issued. 

• Stage 4 (Mandatory Conservation – Water Emergency) applies during periods of severe 

drought and/or when a major failure of any supply or distribution facility, whether temporary or permanent, 

occurs in the water distribution system of the State Water Project, MWD, MWDOC or City.  In Stage 4, the 

following water conservation measures are mandated: (i) irrigation of landscaped areas, agricultural and 

commercial nursery water use, the washing of vehicles (except refuse trucks and those transporting food and 

perishables) and the filling of swimming pools and ornamental water features is prohibited; (ii) new construction 

meters will not be issued; (iii) the use of water for commercial, manufacturing or processing purposes will be 

reduced in volume by 50%; (iv) no water may be used for air conditioning purposes; and (v) water leaks must 

be repaired immediately. 

Violation of the water shortage contingency plan constitutes a misdemeanor and may be punishable by 

prosecution or the imposition of civil penalties. 

The projected Water System operating results that are set forth under the caption “WATER SYSTEM 

FINANCIAL INFORMATION—Projected Operating Results and Debt Service Coverage” reflect the continued 

implementation of Stage 1 of the City’s water shortage contingency plan.  The City does not currently expect 

that the implementation of other stages of its water shortage contingency plan in the future will have a material 

adverse effect on its ability to pay the Series 2020 Installment Payments from Net Revenues.  As discussed under 

the caption “—Water System Rates and Charges,” the City’s rate structure consists of variable and fixed rate 

components.  Decreased water consumption is partially offset by a decrease in related variable costs, while fixed 

water charges largely cover the City’s fixed operating and maintenance costs.  In addition, the City will covenant 

and agree to set Water System rates and charges in amounts that it expects to be sufficient to pay the Series 2020 

Installment Payments from Net Revenues.  See the caption “SECURITY FOR THE BONDS—Rate Covenant.” 

If a water shortage should arise again in the future, legal issues exist as to whether different California 

Water Code provisions or State regulations will be invoked to manage the allocation of water.  Any curtailment 

pursuant to State orders could necessitate an increase in Water System rates and charges.  See the caption 

“CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES—Proposition 218” for a 

discussion of certain restrictions on the City’s ability to raise water rates. 
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Historical Water System Supply 

The following table shows sources of supply for the Water System for the last five Fiscal Years. 

City of Garden Grove 

Historical Water Sources in Acre Feet 

Fiscal Year 

Ended June 30 Groundwater MWD Purchases Total 

Percentage 

Increase/(Decrease) 

2016 18,216.4 3,301.4 21,517.8                 N/A% 

2017 19,881.1 2,294.3 22,175.4 3.06 

2018 14,270.2 8,565.8 22,836.0 2.98 

2019 19,500.3 3,454.2 22,954.5 0.52 

2020(1) 11,026.8 10,951.7 21,978.5 (4.25)(2) 

    
(1) In early 2020, the City voluntarily stopped production from two of its groundwater wells while certain treatment facilities are 

being constructed.  See the caption “—Water Quality—PFAS.”  The City expects to import additional MWD water while the 

two wells are out of service.  
(2) Decrease reflects conservation efforts by Water System customers. 

Source:  City. 

Historical Water System Deliveries 

The following table shows historical deliveries for the Water System for the last five Fiscal Years. 

City of Garden Grove 
Historical Water Deliveries in Acre Feet(1) 

Fiscal Year 

Ended June 30 

Water 

Deliveries 

Percentage 

Increase/(Decrease) 

2016 19,928.9              N/A% 

2017 20,535.9 3.05 

2018 22,459.3 9.37 

2019(2) 20,497.3 (8.74) 

2020(2) 20,207.6 (1.41) 

    
(1) Differences between Water System deliveries and total Water System supplies described under the caption “—Historical 

Water System Supply” reflect water held for storage purposes, fire hydrant use in emergencies, water losses from water main 

breaks and leaks and inaccuracies in water meter readings. 
(2) Decrease reflects water conservation efforts by District customers. 

Source:  City. 

Historical water deliveries reflect connections to the Water System as well as water demand, which can 

be affected by weather conditions, State mandates and other factors. 
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Historical Water System Connections 

The following table shows the number of connections to the Water System for the last five Fiscal Years. 

City of Garden Grove 

Historical Water System Connections 

Fiscal Year 

Ended June 

30 Residential Commercial Industrial/Other Total 

Percentage 

Increase/(Decrease) 

2016 31,211 1,648 1,454 34,313 N/A% 

2017 31,235 1,641 1,468 34,344 0.09 

2018 31,242 1,647 1,466 34,355 0.03 

2019 31,264 1,641 1,475 34,380 0.07 

2020 31,315 1,653 1,491 34,459 0.23 

    
Source:  City. 

Historical Water System Sales Revenues 

The following table shows the water sales revenues of the Water System, excluding investment income 

and other revenues, for the last five Fiscal Years. 

City of Garden Grove 

Historical Water System Sales Revenues 

Fiscal Year 

Ended June 30 Residential Commercial Industrial/Other Total 

Percentage 

Increase/(Decrease) 

2016  $20,935,650  $ 3,560,467 $4,636,239 $29,132,356 N/A% 

2017 23,085,203 3,740,847 5,256,724 32,082,775 10.13 

2018 25,457,164 4,061,644 5,994,909 35,513,716 10.69 

2019 26,676,460 4,305,373 5,978,238 36,960,070 4.07 

2020(1) 28,196,089 4,458,642 5,935,005 38,589,735 4.41 

    
(1) Reflects unaudited estimated actual amounts based on available information to date.  Subject to change. 

Source:  City. 

Water System sales revenues reflect water deliveries as well as adopted rates and charges.  See the 

captions “—Historical Water System Deliveries” and “—Water System Rates and Charges.” 
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Largest Water System Customers 

The following table shows the largest customers of the Water System for the Fiscal Year ended June 30, 

2020, as determined by water sales revenues. 

City of Garden Grove 

Ten Largest Water System Customers 

Customer Name Customer Type Revenues 

Percentage of Total Water 

System Sales Revenues 

House of Foods Commercial $   531,590 1.38% 

Great Wolf Lodge Hotel/Entertainment 170,337 0.44 

Pai Industrial 144,654 0.37 

Hyatt Hotel 117,975 0.31 

House of Foods Commercial 116,185 0.30 

Chapman Commons Multi-Unit Residential 114,515 0.30 

Willowick Royal Multi-Unit Residential 109,638 0.28 

Santiago High School School 107,030 0.28 

Embassy Suites Hotel 103,366 0.27 

Rancho Alamitos High School School     93,844   0.24 

 Total $1,609,134 4.17% 

    
Source:  City. 

These customers accounted for approximately 4.17% of total Water System sales Revenues of 

$38,589,735 (reflecting unaudited estimated actual results based on available information to date) in Fiscal Year 

2020. 

Water System Rates and Charges 

General.  The Water System’s rates and charges are set by the City Council and are not subject to the 

jurisdiction of, or regulation by, the California Public Utilities Commission or any other regulatory body.  The 

City is, however, required to comply with the notice, hearing and majority protest provisions of Article XIIID 

of the State Constitution, which is popularly known as Proposition 218, as to its water rates and charges.  See 

the caption “CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES—Proposition 

218” for further information with respect to Proposition 218. 

The City reviews forecasted revenues and expenditures at least once every two years as part of its 

biennial budget process with full consideration given to expected operations, maintenance and capital costs and 

capital repayment obligations of the Water System.  See the caption “THE CITY—Budget Process.”  Water rate 

studies are conducted to determine rate adjustments when necessary.  The City Council currently sets water rates 

and charges at a level that it determines is sufficient to pay all Operation and Maintenance Costs of the Water 

System, to make debt service payments and to maintain appropriate reserves for the Water System. 

On March 27, 2018, after a public hearing as required under Proposition 218, the City Council adopted 

a comprehensive rate plan for Water System customers (the “Water Rate Plan”), including Water System rate 

increases effective in Fiscal Years 2018 through 2022.  With respect the City’s commodity rates, the Water Rate 

Plan authorizes the City to make further adjustments to pass through to customers any increases in water supply 

costs imposed upon the City by MWD, MWDOC or OCWD.  See the caption “—Water Supply.”  The Water 

Rate Plan remains in place as of the date hereof.  There can be no assurance that the City Council will not repeal 

or modify such rate increases in the future or that the City’s ratepayers will not approve an initiative to repeal or 
modify any increase in water rates and charges approved by the City Council.  The City expects to retain a 

consultant to undertake its next rate study in 2022. 
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The projected operating results which are set forth under the caption “WATER SYSTEM FINANCIAL 

INFORMATION—Projected Operating Results and Debt Service Coverage” do not assume Water System rate 

increases above Fiscal Year 2022 levels which have not yet been adopted by the City Council. 

Adopted Rates and Charges.  The Water System’s rates and charges include the following: (1) a fixed 

bi-monthly water service charge; (2) a fixed bi-monthly fire protection service charge; (3) a fixed bi-monthly 

capital improvements charge; and (4) a commodity rate. 

(1) Fixed Bi-Monthly Water Service Charge.  The City imposes the following fixed bi-monthly 

water service charge based on water meter size: 

City of Garden Grove 

Fixed Bi-Monthly Water Service Charge 

Meter Size Current Rates January 1, 2021 

5/8” and 3/4”  $ 29.63  $ 31.95 

1”   47.18   49.00 

1½” 75.72 77.09 

2” 109.12 110.40 

3” 193.24 197.04 

4” 285.80 293.57 

6” 566.55 572.34 

8” 891.66 901.56 

10” 1,305.45 1,331.67 

    
Source:  City. 

(2) Fixed Bi-Monthly Fire Protection Service Charge.  The City imposes the following fixed bi-

monthly fire protection service charge based on water meter size on customers with 1½” or larger meters: 

City of Garden Grove 

Fixed Bi-Monthly Fire Protection Service Charge 

Meter Size Current Rates January 1, 2021 

1½”   $ 2.79  $ 2.89 

2” 5.95 6.16 

3” 17.31 17.92 

4” 36.88 38.17 

6” 107.13 110.88 

8” 228.29 236.28 

10” 410.55 424.92 

    
Source:  City. 

(3) Fixed Bi-Monthly Capital Improvements Charge.  The City imposes the following fixed bi-

monthly capital improvements charge based on water meter size: 
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City of Garden Grove 

Fixed Bi-Monthly Capital Improvements Charge 

Meter Size Current Rates January 1, 2021 

5/8” and 3/4”  $ 5.00  $ 6.00 

1”   12.50   15.00 

1½” 25.00 30.00 

2” 40.00 48.00 

3” 80.00 96.00 

4” 125.00 150.00 

6” 250.00 300.50 

8” 400.00 480.00 

10” 600.00 720.00 

    
Source:  City. 

(4) Commodity Rates.  The City imposes commodity rates based on water allowances for 

customers.  A “water allowance” refers to the allocation of a reasonable amount of water for a customer’s bi-

monthly water usage based on such customer’s meter size.  Customers are billed on a 2-tier basis per hundred 

cubic feet of water (“CCF”) used in each billing cycle.  The current Tier 1 thresholds are as follows: 

City of Garden Grove 

Tier 1 Thresholds by Meter Size 

Meter Size Maximum Tier 1 Water Use (in CCF) 

5/8” and 3/4”   33 

1”   83 

1½” 165 

2” 264 

3” 528 

4” 825 

6” 1,650 

8” 2,640 

10” 3,960 

    
Source:  City. 

Current commodity rates are set forth below. 

City of Garden Grove 

Water Commodity Rates per CCF 

Water Rate Tier Current Rates January 1, 2021(1) 

Tier 1 $3.09 $3.09 

Tier 2   4.32   4.32 

    
(1) Reflects minimum amounts established under Water Rate Plan.  May be subject to automatic pass-through adjustments based 

on water supply costs, as described above under the subcaption “—General.” 

Source:  City. 

Comparison to Nearby Service Providers.  The table below sets forth a comparison of the City’s typical 

monthly water bill for a single family residential user to those of certain nearby water purveyors.  Information 
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for agencies other than the City is as of calendar year 2019, while information for the City is as of the date of 

this Official Statement. 

City of Garden Grove and Nearby Service Providers 

Water Rate Comparison 

The table below sets forth a comparison of a typical monthly water bill (14 CCF) for a single family 

residential user to those of certain nearby water purveyors.  The City bills bi-monthly and the rate shown below 

is an equivalent monthly rate. 

Water Service Provider      Rate 

 South Coast Water District(1) $99.48 

 City of San Juan Capistrano 93.21 

 City of San Clemente 91.21 

 El Toro Water District 61.72 

 Santa Margarita Water District(2) 55.78 

 City of Garden Grove 38.95 

 Irvine Ranch Water District 38.88 

 Moulton Niguel Water District(3) 38.76 

    
(1) Includes assumed $22.45 peak demand charge.  Actual charge varies by customer and is paid through property tax bills. 
(2) Assumes Zone 3 power charge of $0.11 per CCF. 
(3) Does not reflect portion of water charges recouped from customers through property tax bills. 

Source:  City. 

Water System Collection Procedures 

The City is on a bi-monthly billing cycle for Water System customers.  All water bills are due and 

payable on the date of billing and become delinquent 35 days thereafter.  A late penalty will be assessed on the 

43rd day after billing.  If such bills remain unpaid after 60 days of being delinquent, water service is subject to 

termination until all fees, charges, penalties and the entire delinquent balance have been paid.  The City’s water 

service shutoff policy complies with Senate Bill 998, recent legislation which restricts the discontinuation of 

water service to delinquent customers effective February 1, 2020.  As of June 30, 2020, less than 8% of the 

City’s Water System’s customers were delinquent in the payment of their bills.  The City reports that most 

customers pay their bills in full, including late charges, prior to shutoff.  See the caption “THE CITY—COVID-

19 Outbreak” for a discussion of the suspension of water shutoffs for the duration of the State-declared public 

health emergency.  The suspension will prevent the City from imposing late charges and penalties, but no water 

service charges are being forgiven. 

Future Water System Improvements 

The City projects total capital improvements to the Water System of approximately $20 million over 

the current and next four Fiscal Years, including the 2020 Project, as described under the caption “FINANCING 

PLAN—The 2020 Project,” and fire hydrant, gate valve and meter replacement projects.  Such capital 

improvements are expected to be financed by a combination of the Bonds, grants and Revenues remaining after 

payment of the Series 2020 Installment Payments.  The City does not anticipate entering into any additional 

Parity Obligations in the current or next four Fiscal Years to finance such capital improvements. 

Projected Water System Supply 

The following table shows the sources of supply for the Water System projected by the City for the 

current and next four Fiscal Years.  As discussed under the caption “—Water Supply—Groundwater,” the City 

has recently voluntarily stopped groundwater extractions from two of its wells as a result of State regulations 
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relating to PFAS.  The City expects to purchase additional amounts of imported water supplies from MWDOC 

in the next two Fiscal Years (compared to past purchases) in order to serve customer demand while such wells 

are out of service.  The City expects that treatment facilities will be completed thereafter which will enable the 

City to resume pumping from such wells.  See the caption “—Water Quality—PFAS.” 

City of Garden Grove 

Projected Water Sources in Acre Feet 

Fiscal Year 

Ending June 30 Groundwater 

MWD 

Purchases Total 

Percentage 

Increase/(Decrease) 

2021 14,885 8,015 22,900 4.19% 

2022 14,969 8,061 23,030 0.57 

2023 17,567 5,855 23,422 1.70 

2024 17,666 5,888 23,554 0.56 

2025 17,775 5,925 23,700 0.62 

    
Source:  City. 

Projected Water System Deliveries 

The following table shows projected deliveries for the Water System for the current and next four Fiscal 

Years. 

City of Garden Grove 

Projected Water Deliveries in Acre Feet 

Fiscal Year  

Ending June 30 

Water 

Deliveries 

Percentage 

Increase/(Decrease) 

2021 21,055 4.19% 

2022 21,174 0.57 

2023 21,293 0.56 

2024 21,413 0.56 

2025 21,534 0.57 

    
Source:  City. 

Water System deliveries can be affected by a number of factors, including connections to the Water 

System, State mandates and weather conditions.  See the caption “—Projected Water System Connections” 

above. 

Projected Water System Connections 

The following table shows the number of connections to the Water System projected by the City for the 

current and next four Fiscal Years. 
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City of Garden Grove 

Projected Water System Connections 

Fiscal Year 

Ending June 30 Residential Commercial Industrial/Other Total 

Percentage 

Increase/(Decrease) 

2021 31,492  1,662  1,499  34,653     0.56% 

2022 31,670  1,671  1,507  34,848  0.56 

2023 31,849  1,680  1,516  35,045  0.57 

2024 32,029  1,689  1,525  35,243  0.56 

2025 32,210  1,699  1,534  35,443  0.57 

    
Source:  City. 

Projected Water System Sales Revenues 

The following table shows the sales revenues of the Water System projected by the City for the current 

and next four Fiscal Years, excluding investment income and other revenues.  The projections are based on the 

projected water deliveries that are described under the caption “—Projected Water System Deliveries” and 

adopted rate increases in Fiscal Years 2021 and 2022 as described under the caption “—Water System Rates and 

Charges—Adopted Rates and Charges.”   

City of Garden Grove 

Projected Water System Sales Revenues 

Fiscal Year 

Ending June 30 Residential Commercial Industrial/Other Total 

Percentage 

Increase/(Decrease) 

2021 $29,002,714  $5,446,730  $6,045,556  $40,495,000     4.94% 

2022 30,374,914  5,882,596  6,493,515  42,751,025 5.57 

2023 30,947,069 5,895,526  6,532,958  43,375,553 1.46 

2024 31,236,177  6,081,907 6,693,608  44,011,692 1.47 

2025 31,533,460  6,247,000  6,852,619  44,633,079 1.41 

    
Source:  City.  

WATER SYSTEM FINANCIAL INFORMATION  

Available Cash 

As of June 30, 2020, the Water Fund had approximately $12.9 million in available unrestricted cash and 

investments. 

Historical Operating Results and Debt Service Coverage 

The following table is a summary of operating results of the Water System for the last five Fiscal Years.  

These results have been derived from the audited financial statements of the City, but exclude certain receipts 

which are not included as Revenues under the Installment Purchase Agreement and certain non-cash items and 

include certain other adjustments. 
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City of Garden Grove  

Historical Water System Operating Results 

Fiscal Year Ended June 30 

 2016 2017 2018 2019 2020(1) 

Revenues      
 Water Sales  $ 29,132,356  $ 32,082,775  $ 35,513,716  $ 36,960,070  $ 38,589,735 

 Investment Income   144,357   33,147   153,521   602,450   253,391 
 Other(2)   184,058   229,559   279,630   269,489   188,961 

  Total Revenues   $ 29,460,771  $ 32,345,481  $ 35,946,867  $ 37,832,009  $ 39,032,087 

      

Operation and Maintenance Costs      

 Salaries and Wages(3)  $ 4,805,490  $ 5,391,413  $ 8,048,241  $ 6,935,573  $ 5,466,451 

 Materials and Supplies 615,910 432,726 384,141 444,346 381,934 
 Contractual Services 5,642,743 6,490,070 5,788,290 6,411,779 6,703,102 

 Water Production Expenses(4)   11,918,346   14,090,371   16,081,194   15,099,567   18,657,107 

Total Operation and Maintenance Costs  $ 22,982,489  $ 26,404,580  $ 30,301,866  $ 28,891,265  $ 31,208,594 
      

Net Revenues  $ 6,478,282  $ 5,940,901  $ 5,645,001  $ 8,940,744  $ 7,823,493 

      

Parity Obligations      

 2010 Installment Purchase Agreement(5)  $ 1,376,390  $ 1,372,640  $ 1,381,115  $ 1,376,740  $ 1,369,390 

 2015 Bonds(6)   882,255   1,003,850   1,006,350   __998,550   1,010,350 

  Total Parity Obligations  $ 2,258,645  $ 2,376,490  $ 2,387,465  $ 2,375,290  $ 2,379,740 

      

Remaining Revenues  $ 4,219,637  $ 3,564,411  $ 3,257,536  $ 6,565,454  $ 5,443,753 

      

Parity Obligations Coverage 2.87 2.50 2.36 3.76 3.29 

    
(1) Reflects unaudited estimated actual amounts based on available information to date.  Subject to change. 
(2) Includes sale of materials and other miscellaneous revenues.  Also includes federal subsidy payments relating to the 2010 Bonds. 
(3) Does not reflect application of GASB 68, as described under the caption “—Pension Obligations.” 
(4) Includes purchases of water from MWD, which constituted an average of approximately 20% of total Operation and Maintenance Costs in 

Fiscal Years 2016 through 2020, respectively. 
(5) This obligation is expected to be refunded from proceeds of the Bonds.  See the caption “FINANCING PLAN—Refunding Plan.” 
(6) See the caption “THE CITY—Outstanding Parity Obligations.” 

Source:  City. 

Projected Operating Results and Debt Service Coverage 

Estimated projected operating results for the Water System for the current and next four Fiscal Years, 

reflecting certain significant assumptions concerning future events and circumstances, are set forth below.  The 

financial forecast represents the City’s estimate of projected financial results based on a variety of assumptions, 

including those set forth in the footnotes to the table set forth below.  All of such assumptions are material in the 

development of the City’s financial projections, and variations in the assumptions may produce substantially 

different financial results.  Actual operating results achieved during the projection period may vary from those 

presented in the forecast and such variations may be material. 
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City of Garden Grove 

Projected Water System Operating Results 
Fiscal Year Ending June 30(11) 

 2021(1) 2022 2023 2024 2025 

Revenues      
 Water Sales(2)  $ 40,495,000  $ 42,751,025  $ 43,375,553  $ 44,011,692  $ 44,633,079 

 Investment Income(3)   250,000   250,000   250,000   250,000   250,000 
 Other(4)   100,000   100,000   100,000   100,000   100,000 

  Total Revenues  $ 40,845,000  $ 43,101,025  $ 43,725,553  $ 44,361,692  $ 44,983,079 

      

Operation and Maintenance Costs      

 Salaries and Wages(5)  $ 6,481,940  $ 6,741,218  $ 7,010,866  $ 7,291,301  $ 7,582,953 

 Materials and Supplies(6) 837,353 858,287 879,744 901,738 924,281 
 Contractual Services(7) 6,112,423 6,265,234 6,421,864 6,582,411 6,746,971 

 Water Production Expenses(8)   22,343,197   24,514,898   18,215,405   18,922,894   19,641,964 

Total Operation and Maintenance Costs  $ 35,774,913  $ 38,379,636  $ 32,527,880  $ 33,698,344  $ 34,896,169 
      

Net Revenues  $ 5,070,087  $ 4,721,389  $ 11,197,674  $ 10,663,348  $ 10,086,909 

      

Parity Obligations      

 2010 Installment Purchase Agreement(9)  $ -  $ -  $ -  $ -  $ - 

 2015 Bonds(10) 1,001,750 1,002,850 1,013,450 939,300 - 
 2020 Installment Purchase Agreement*   148,725   347,800   1,150,000   1,754,400   1,748,200 

  Total Parity Obligations*  $ 1,150,475  $ 1,350,650  $ 2,163,450  $ 2,693,700  $ 1,748,200 

      
Remaining Revenues*  $ 3,919,612  $ 3,370,739  $ 9,034,224  $ 7,969,648  $ 8,338,709 

      

Parity Obligations Coverage* 4.41 3.50 5.18 3.96 5.77 
 

    
(1) Reflects amended Fiscal Year 2021 budgeted amount with certain adjustments. 
(2) Based on projected Water System Revenues described under the caption “THE WATER SYSTEM—Projected Water System Sales 

Revenues.”  See the caption “CERTAIN RISKS TO BONDHOLDERS—Accuracy of Assumptions.” 
(3) Projected to remain at Fiscal Year 2021 budgeted amount. 
(4) Includes sale of materials and other miscellaneous revenues. 
(5) Projected to increase by approximately 4% per annum. 
(6) Projected to increase by approximately 2.5% per annum. 
(7) Projected to increase by approximately 2.5% per annum. 
(8) Reflects additional purchases of imported water supplies from MWDOC in Fiscal Years 2021 and 2022 while two of the City’s wells are out 

of service as a result of PFAS regulations.  See the caption “THE WATER SYSTEM—Water Supply—Groundwater.”  Projected to increase 
by approximately 3.8% per annum thereafter. 

(9) This obligation is expected to be refunded from proceeds of the Bonds.  See the caption “FINANCING PLAN—Refunding Plan.” 
(10) Reflects scheduled debt service.  This obligation matures in Fiscal Year 2024.  See the caption “THE CITY—Outstanding Parity Obligations.” 
(11) Totals may not add due to rounding. 

Source:  City. 

Employee Benefits 

Pension Obligations.  The portion of the City’s pension obligations that is attributable to the Water 

System constitutes an Operation and Maintenance Cost of the Water System and is payable prior to the Series 

2020 Installment Payments.  The following information about the City’s pension obligations is limited to the 

portion of such obligations that is attributable to the Water System to the extent that such information is available. 

Accounting and financial reporting by state and local government employers for defined benefit pension 

plans is governed by Governmental Accounting Standards Board (“GASB”) Statement No. 68 (“GASB 68”).  

GASB 68 governs the accounting treatment of defined benefit pension plans, including how expenses and 

liabilities are calculated and reported by state and local government employers in their financial statements.  

GASB 68 includes the following components: (i) unfunded pension liabilities are included on the employer’s 

balance sheet; (ii) pension expense incorporates rapid recognition of actuarial experience and investment returns 

and is not based on the employer’s actual contribution amounts; (iii) lower actuarial discount rates are required 

                                                        
* Preliminary, subject to change. 
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to be used for underfunded plans in certain cases for purposes of the financial statements; (iv) closed amortization 

periods for unfunded liabilities are required to be used for certain purposes of the financial statements; and (v) the 

difference between expected and actual investment returns will be recognized over a closed five-year smoothing 

period.  GASB 68 affects the City’s accounting reporting and disclosure requirements, but it does not affect the 

City’s pension plan funding obligations. 

The City participates in a Miscellaneous plan to fund pension benefits for employees that operate and 

support the Water System, with such benefits constituting an Operation and Maintenance Cost of the Water 

System that is payable prior to the Series 2020 Installment Payments.  The City’s Miscellaneous plan is 

administered by CalPERS.  CalPERS administers an agent multiple-employer public employee defined benefit 

pension plan for all of the City’s full-time and certain part-time employees.  CalPERS provides retirement, 

disability and death benefits to plan members and beneficiaries and acts as a common investment and 

administrative agent for participating public entities within the State, including the City.  CalPERS plan benefit 

provisions and all other requirements are established by State statute and the City Council. 

Miscellaneous plan participants who were hired before January 1, 2013 are subject to different benefit 

levels than employees who were hired on or after January 1, 2013 and who were not previously CalPERS 

members.  Benefit provisions for Miscellaneous plan participants are set forth below. 

City of Garden Grove 

CalPERS Miscellaneous Pension Plan – Summary of Benefit Provisions 

 

Employees Hired Before  

January 1, 2013 

Employees Hired On or After 

January 1, 2013 

(AB 340) 

Benefit Formula 2.5% @ age 55 2.0% @ age 62 

Benefit Vesting 5 years of service 5 years of service 

Benefit Payments Monthly for life Monthly for life 

Benefit Calculation Highest Year Highest Average  

36 months 

Retirement Age 50-55 52-67 

Monthly Benefits as % of Salary 2.0% - 2.5% 1.0% - 2.5% 

Fiscal Year 2021 Employee Contribution Rate 8.0%(1) 6.75%(2) 

Fiscal Year 2021 Employer Contribution Rate 11.056%(3) 11.056%(3) 

    
(1) Employees who were hired before January 1, 2013 are required to make the full employee contribution. 
(2) Employees who were hired on or after January 1, 2013 are required to make the full employee contribution. 
(3) Reflects normal cost rate.  For informational purposes only.  CalPERS no longer collects required contributions based on a 

percentage of payroll. 

Source:  City. 

Pension benefits are funded in part by contributions from participants (i.e., employees) and in part by 

contributions from the City. 

Miscellaneous plan participants who were hired on and after January 1, 2013 and who were not 

previously CalPERS members receive benefits based on a 2.0% at age 62 formula; such employees are required 

to make the full amount of required employee contributions themselves in an amount equal to 50% of the total 

normal cost under the California Public Employees’ Pension Reform Act of 2013 (“AB 340”), which was signed 

by the State Governor on September 12, 2012.  AB 340 established a new pension tier – 2.0% at age 62 formula, 

with a maximum benefit formula of 2.5% at age 67.  Benefits for such participants are calculated on the highest 

average annual compensation over a consecutive 36 month period.  Employees are required to pay at least 50% 

of the total normal cost rate.  AB 340 also caps pensionable income as noted below.  Amounts are set annually, 
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subject to Consumer Price Index increases, and retroactive benefits increases are prohibited, as are contribution 

holidays and purchases of additional non-qualified service credit. 

City of Garden Grove 

Pensionable Income Caps for 2020 (AB 340 and Non-AB 340 Employees) 

 

Before January 1, 2013  

(Non-AB 340 Employees) 

After January 1, 2013  

(AB 340 Employees) 

Maximum Pensionable Income $285,000 $151,549 

Maximum Pensionable Income if 

also Participating in Social Security N/A $126,291 

    
Source:  City. 

Additional employee contributions, limits on pensionable compensation and higher retirement ages for 

new members as a result of the passage of AB 340 are expected to reduce the City’s unfunded pension lability 

and potentially reduce City contribution levels in the long term. 

The City is also required to contribute the actuarially determined amounts necessary to fund benefits for 

its members which are not contributed by employees.  Employer contribution rates for all public employers are 

determined on an annual basis by the CalPERS actuary and are effective on July 1 of each year following notice 

of a change in the rate.  The total minimum required employer contribution is the sum of the plan’s employer 

normal cost rate (expressed as a percentage of payroll) plus the employer unfunded accrued liability contribution 

amount (prepaid annually in July).  The normal cost rate is the annual cost of service accrual for the upcoming 

Fiscal Year of active employees. 

The required normal cost employer contribution rates for the City’s Miscellaneous plan for Fiscal Years 

2019 and 2020 were as follows: (i) 9.528% and 10.329%, respectively, for the 2.5% at age 55 benefit level; and 

(ii) 6.00% and 6.00%, respectively, for the 2.0% at age 62 AB 340 benefit level.  The required normal cost 

employer contribution rates for the City’s Miscellaneous plan for Fiscal Year 2021 are 11.056% for the 2.5% at 

age 55 benefit level and 6.75% for the 2.0% at age 62 AB 340 benefit level. 

Beginning in Fiscal Year 2018, CalPERS began collecting employer contributions toward a pension 

plan’s unfunded liability as dollar amounts instead of the prior method of a percentage of payroll.  According to 

CalPERS, this change was intended to address potential funding issues that could arise from a declining payroll 

or a reduction in the number of active members in the plan.  Funding the unfunded liability as a percentage of 

payroll could lead to underfunding of pension plans.  Due to stakeholder feedback regarding internal needs for 

total contributions expressed as an estimated percentage of payroll, the CalPERS reports include such results in 

the contribution projection for informational purposes only.  Contributions toward a pension plan’s unfunded 

liability will continue to be collected as set dollar amounts.  The combined unfunded accrued liability amount 

for both of the City’s pension tiers is $8,131,029 for Fiscal Year 2021. 

The City’s required contributions to CalPERS fluctuate each year and, as noted, include a normal cost 

component and a component equal to an amortized amount of the unfunded liability.  Many assumptions are 

used to estimate the ultimate liability of pensions and the contributions that will be required to meet those 

obligations.  The CalPERS Board of Administration has adjusted and may in the future further adjust certain 

assumptions used in the CalPERS actuarial valuations, which adjustments may increase the City’s required 

contributions to CalPERS in future years.  Accordingly, the City cannot provide any assurances that the City’s 

required contributions to CalPERS in future years will not significantly increase (or otherwise vary) from any 

past or current projected levels of contributions.   

CalPERS earnings reports for Fiscal Years 2010 through 2019 report investment gains of approximately 

13.3%, 21.7%, 0.1%, 13.2%, 18.4%, 2.4%, 0.6%, 11.2%, 8.6% and 6.7%, respectively.  In July 2020, CalPERS 
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reported a preliminary 4.7% investment return in Fiscal Year 2020, which was below its investment target.  The 

City can provide no assurance that CalPERS’ earnings will not be reduced in Fiscal Year 2021 as a result of 

stock market declines in the wake of the COVID-19 outbreak, which could increase future contribution rates for 

plan participants, including the City.  See the caption “—COVID-19 Outbreak.” 

On December 21, 2016, the CalPERS Board of Administration voted to lower its discount rate from the 

current rate of 7.50% to 7.00% over a three-year period.  For public agencies such as the City, the first discount 

rate reduction took effect July 1, 2018.  Lowering the discount rate means that employers that contract with 

CalPERS to administer their pension plans will see increases in their normal costs and unfunded actuarial 

liabilities.  Active members hired after January 1, 2013 who were not previously CalPERS members will also 

see their contribution rates rise under AB 340.  The reduction in the discount rate will result in average employer 

rate increases of approximately 1% to 3% of normal cost as a percentage of payroll for most Miscellaneous 

retirement plans such as the City’s plan.  Additionally, many employers will see a 30% to 40% increase in their 

current unfunded accrued liability payments.  These payments are made to amortize unfunded liabilities over 20 

years to bring pension funds to a fully funded status over the long term. 

For Fiscal Years 2018, 2019 and 2020, the City made required Miscellaneous plan contributions of 

$6,015,462, $11,800,179 and $14,687,068, respectively, of which an average of approximately 15.7% was 

attributable to the Water System in each such Fiscal Year.  The City currently expects its annual required 

contribution toward the pension plan’s unfunded liability (excluding the normal cost) in Fiscal Year 2021 to be 

approximately $7,860,562.  The City currently expects to allocate approximately 15.7% of such amount to the 

Water System.  Such contributions constitute an Operation and Maintenance Cost of the Water System that is 

payable prior to the Series 2020 Installment Payments.  The City notes that contributions in future years 

(beginning in Fiscal Year 2022-23) may increase in the event of losses in CalPERS’ portfolio resulting from 

stock market declines in the wake of the COVID-19 outbreak.  See the caption “—COVID-19 Outbreak.” 

In November 2019, the City Council approved the establishment of the Section 115 Trust to provide the 

City with a mechanism for prefunding pension benefits.  See the caption “—Governance and Management—

Management Policies—Pension Funding Policy.”  The Section 115 Trust is administered by CalPERS.  As of 

August 31, 2020, the City had $1,426,909 on deposit in the Section 115 Trust.  The Section 115 Trust holds 

funding contributions for the City’s pending future remittances to CalPERS, which will pay all retiree benefit 

payments to employees.  The City’s total pension assets include funds held by both CalPERS and the Section 115 

Trust, although under accounting rules, amounts held in the Section 115 Trust do not reduce the City’s unfunded 

liability until they are transferred to CalPERS. 

Portions of the above information are primarily derived from information that has been produced by 

CalPERS, its independent accountants and its actuaries.  The City has not independently verified such 
information and neither makes any representations nor expresses any opinion as to the accuracy of the 

information that has been provided by CalPERS. 

The comprehensive annual financial reports of CalPERS are available on CalPERS’ Internet website 
at www.calpers.ca.gov.  The CalPERS website also contains CalPERS’ most recent actuarial valuation reports 

and other information that concerns benefits and other matters.  The textual reference to such Internet website 

is provided for convenience only.  None of the information on such Internet website is incorporated by reference 

herein.  The City and the Authority cannot guarantee the accuracy of such information.  Actuarial assessments 

are “forward-looking” statements that reflect the judgment of the fiduciaries of the pension plans, and are based 
upon a variety of assumptions, one or more of which may not materialize or be changed in the future. 

The City’s Miscellaneous plan had a total net pension liability of approximately $98,199,614 for the 

Fiscal Year ended June 30, 2018, approximately $91,846,580 for the Fiscal Year ended June 30, 2019 and 

approximately $97,669,489 for the Fiscal Year ended June 30, 2020, of which an average of approximately 17% 

was attributable to the Water System in each Fiscal Year.  The portion of this liability, when paid down by the 

Water System, constitutes an Operation and Maintenance Cost of the Water System that is payable prior to the 
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Series 2020 Installment Payments.  The net pension liability is the difference between the total pension liability 

and the fair market value of pension assets.  The City’s total pension assets include funds that are held by 

CalPERS, and its net pension asset or liability is based on such amounts.  The City notes that its net pension 

liability could increase in the future as a result of losses in CalPERS’ portfolio resulting from stock market 

declines in the wake of the COVID-19 outbreak.  See the caption “—COVID-19 Outbreak.” 

A summary of principal assumptions and methods used to determine the total pension liability for Fiscal 

Year 2020 is shown below. 

City of Garden Grove 

Actuarial Assumptions for CalPERS Miscellaneous Pension Plan 

Actuarial Cost Method Entry Age Normal in accordance with the requirements of GASB 68 

Asset Valuation Method Market Value of Assets 

Valuation Date June 30, 2018 

Measurement Date June 30, 2019 

Actuarial Assumptions:  

Discount Rate 7.15% 

Inflation 2.75% 

Salary Increases 3.00% 

Investment Rate of Return 7.375% net of pension plan investment and administrative expenses; includes 

projected inflation rate of 2.75% 

Mortality Rate Table(1) Derived using CalPERS’ membership data for all funds 

    
(1) The mortality table used was developed based on 15 years of projected mortality improvements using 90% of Scale MP 2016 

published by the Society of Actuaries. 

Source:  City. 

Changes in the net pension liability for the City’s Miscellaneous plan were as follows: 

City of Garden Grove 

Changes in CalPERS Miscellaneous Pension Plan Net Pension Liability  

 Increase / (Decrease) 

 

Total  

Pension Liability 

Plan Fiduciary 

Net Position 

Net Pension  

Liability / (Asset) 

Balance at June 30, 2018  $ 317,029,012  $ 225,182,432  $ 91,846,580 

Net Changes for period 

from July 1, 2018 through 

June 30, 2019   15,470,955   9,648,046   5,822,909 

Balance at June 30, 2019  $ 332,499,967  $ 234,830,478  $ 97,669,489 

    
Source:  City. 

The following table presents the net pension liability of the City’s Miscellaneous plan, calculated using 

the discount rate as of Fiscal Year 2019 (7.15%), as well as what the net pension liability would be if it were 

calculated using a discount rate that is 1 percentage point lower (6.15%) or 1 percentage point higher (8.15%) 

than the current rate: 
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City of Garden Grove 

Sensitivity of the Miscellaneous Plan Net Pension Liability to Changes in the Discount Rate 

 

Discount Rate – 1% 

(6.15%) 

Fiscal Year 2020 

Discount Rate 

(7.15%) 

Discount Rate + 

1% (8.15%) 

Plan’s Net Pension Liability/(Asset) $142,631,315 $97,669,489 $60,630,247 

    
Source:  City. 

The City’s projections of Operation and Maintenance Costs under the caption “WATER SYSTEM 

FINANCIAL INFORMATION—Projected Operating Results and Debt Service Coverage” do not reflect 

additional increases in CalPERS normal cost contributions in the future as a result of the COVID-19 outbreak, 

as the City is unable to quantify the magnitude of any such increases at this time, and any related increases in 

contributions will not be reflected until Fiscal Year 2023 and later.  See the caption “—COVID-19 Outbreak.”  

The City does not expect that any increased funding of pension benefits will have a material adverse effect on 

the ability of the City to make the Series 2020 Installment Payments. 

For additional information relating to the City’s CalPERS Miscellaneous pension plan, see Note C.11 

to the City’s audited financial statements set forth in Appendix A. 

Post-Employment Benefits.  In addition to the pension benefits that are described under the subcaption 

“—Pension Obligations,” the City provides certain health care benefits for retired employees and eligible 

dependents.  Such benefits constitute an Operation and Maintenance Cost of the Water System that is payable 

prior to the Series 2020 Installment Payments. 

 Substantially all of the City’s full-time employees who are eligible for pension benefits may become 

eligible for such other post-employment benefits if they retire from the City at age 50 or older.  As of June 30, 

2020, (measurement date June 30, 2019), 617 active employees are entitled to these benefits and 298 inactive 

employees or beneficiaries were receiving benefit payments.  Contributions of $412,400, $467,790 and 

$487,137, respectively, were recognized for post-employment health care benefits in Fiscal Years 2018, 2019 

and 2020, of which an average of approximately 6.7% was attributable to the Water System.  Such contributions 

constituted an Operation and Maintenance Cost of the Water System that was payable prior to debt service on 

the Parity Obligations. 

GASB Statement No. 75 (“GASB 75”) requires governmental agencies to account for and report 

outstanding obligations and commitments related to post-employment benefits in essentially the same manner 

as for pensions.  For the City, the reporting obligation began in Fiscal Year 2018. 

The City retained Total Compensation Systems, Inc. (the “Actuarial Consultant”) to calculate the 

City’s post-employment benefits funding status.  In a report dated August 19, 2020 (the “Report”), the Actuarial 

Consultant concluded that, as of June 30, 2019, the City’s total liability for post-employment benefits was 

$45,756,997.  The City has budgeted $493,998 for its post-employment benefit plan for Fiscal Year 2021 (which 

reflects the pay-as-you-go amount), of which approximately 9.1% is allocable to the Water System.  Such 

obligation constitutes an Operation and Maintenance Cost of the Water System that is payable prior to the Series 

2020 Installment Payments. 

Changes in the net liability for the City’s post-employment benefit plan were as follows. 
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City of Garden Grove 

Changes in Post-Employment Benefit Plan Liability 

 

Total  

Post-Employment Benefit 

Plan Liability 

Balance at June 30, 2018  $18,203,123 

Net Changes for period from July 1, 2018 through June 30, 2019     27,553,874               

Balance at June 30, 2019  $45,756,997 

    
Source:  City. 

The following table presents the total liability of the City’s post-employment benefits plan, calculated 

using the discount rate applicable to Fiscal Year 2019 (3.5%), as well as what the total post-employment benefit 

liability would be if it were calculated using a discount rate that is 1 percentage point lower (2.5%) or 1 

percentage point higher (4.5%) than the Fiscal Year 2019 rate: 

City of Garden Grove 

Sensitivity of the Post-Employment Benefit Plan Net Liability to Changes in the Discount Rate  

(Dollars in Thousands) 

 

Discount Rate – 1% 

(2.5%) 

Fiscal Year 2019 

Discount Rate (3.5%) 

Discount Rate + 

1% (4.5%) 

Plan’s Net Liability/(Asset) $51,376,857 $45,756,997 $41,064,198 

    
Source:  City. 

The City’s projections of Operation and Maintenance Costs under the caption “WATER SYSTEM 

FINANCIAL INFORMATION—Projected Operating Results and Debt Service Coverage” do not assume 

unusual increases in post-employment benefit funding expenses in the future.  However, future changes in 

funding policies and assumptions, including those related to the assumed rates of investment return and 

healthcare cost inflation, could trigger increases in the City’s annual required contributions, and such increases 

could be material to the finances of the City.  No assurance can be provided that such expenses will not increase 

significantly in the future.  The City does not expect that any increased funding of post-employment benefits 

will have a material adverse effect on the ability of the City to make the Series 2020 Installment Payments. 

For additional information relating to the post-employment benefit plan, see Note C.12 to the City’s 

audited financial statements set forth in Appendix A.  

CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES 

Article XIIIB 

Article XIIIB of the State Constitution limits the annual appropriations of the State and of any city, 

county, school district, authority, special district or other political subdivision of the State to the level of 

appropriations of the particular governmental entity for the prior fiscal year, as adjusted for changes in the cost 

of living and population.  The “base year” for establishing such appropriation limit is the 1978-79 State fiscal 

year and the limit is to be adjusted annually to reflect changes in population and consumer prices.  Adjustments 

in the appropriations limit of an entity may also be made if: (a) the financial responsibility for a service is 

transferred to another public entity or to a private entity; (b) the financial source for the provision of services is 

transferred from taxes to other revenues; or (c) the voters of the entity approve a change in the limit for a period 

of time not to exceed four years. 
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Appropriations that are subject to Article XIIIB generally include the proceeds of taxes levied by or for 

the State or other entity of local government, exclusive of certain State subventions, refunds of taxes and benefit 

payments from retirement, unemployment, insurance and disability insurance funds.  “Proceeds of taxes” 

include, but are not limited to, all tax revenues and the proceeds to an entity of government from: (i) regulatory 

licenses, user charges, and user fees (but only to the extent that such proceeds exceed the cost reasonably borne 

by the entity in providing the service or regulation); and (ii) the investment of tax revenues.  Article XIIIB 

includes a requirement that if an entity’s revenues in any year exceed the amounts that are permitted to be spent, 

the excess would have to be returned by revising tax rates or fee schedules over the subsequent two years. 

Certain expenditures are excluded from the appropriations limit, including payments of indebtedness 

that were existing or legally authorized as of January 1, 1979, or of bonded indebtedness thereafter approved by 

the voters, and payments that are required to comply with court or federal mandates which without discretion 

require an expenditure for additional services or which unavoidably make the provision of existing services more 

costly. 

The City is of the opinion that its charges for Water Service do not exceed the costs that it reasonably 

bears in providing such service and therefore are not subject to the limits of Article XIIIB.  See the caption 

“SECURITY FOR THE BONDS—Rate Covenant” for a description of the City’s covenant to set rates and 

charges for the Water Service. 

Proposition 218 

General.  An initiative measure entitled the “Proposition 218 – the Right to Vote on Taxes Act” (the 

“Initiative”) was approved by the voters of the State at the November 5, 1996 general election.  The Initiative 

added Articles XIIIC and XIIID to the State Constitution.  According to the “Title and Summary” of the Initiative 

prepared by the State Attorney General, the Initiative limits “the authority of local governments to impose taxes 

and property-related assessments, fees and charges.”   

Article XIIID.  Article XIIID defines the terms “fee” and “charge” to mean “any levy other than an ad 

valorem tax, a special tax or an assessment, imposed by an agency upon a parcel or upon a person as an incident 

of property ownership, including user fees or charges for a property-related service.”  A “property-related 

service” is defined as “a public service having a direct relationship to property ownership.”  Article XIIID further 

provides that reliance by an agency on any parcel map (including an assessor’s parcel map) may be considered 

a significant factor in determining whether a fee or charge is imposed as an incident of property ownership.   

Article XIIID requires that any agency which imposes or increases any property-related fee or charge 

must provide written notice thereof to the record owner of each identified parcel upon which such fee or charge 

is to be imposed and must conduct a public hearing with respect thereto.  The proposed fee or charge may not 

be imposed or increased if a majority of owners of the identified parcels file written protests against it.  As a 

result, because fees for water service and wastewater service are a “fee” or “charge” as defined in Article XIIID, 

the local government’s ability to increase such fees or charges may be limited by a majority protest. 

In addition, Article XIIID includes a number of limitations that are applicable to existing fees and 

charges, including provisions to the effect that: (a) revenues that are derived from the fee or charge may not 

exceed the funds which are required to provide the property-related service; (b) such revenues may not be used 

for any purpose other than that for which the fee or charge was imposed; (c) the amount of a fee or charge that 

is imposed upon any parcel or person as an incident of property ownership may not exceed the proportional cost 

of the service attributable to the parcel; and (d) no such fee or charge may be imposed for a service unless that 

service is actually used by, or immediately available to, the owner of the property in question.  Property-related 

fees or charges based on potential or future use of a service are not permitted.   

Based upon the California Court of Appeal decision in Howard Jarvis Taxpayers Association v. City of 
Los Angeles, 85 Cal. App. 4th 79 (2000), which was denied review by the State Supreme Court, it was generally 
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believed that Article XIIID did not apply to charges for water services that are “primarily based on the amount 

consumed” (i.e., metered water or wastewater rates), which had been held to be commodity charges related to 

consumption of the service, not property ownership.  The State Supreme Court ruled in Bighorn-Desert View 

Water Agency v. Verjil, 39 Cal. 4th 205 (2006) (the “Bighorn Case”), however, that fees for ongoing water 

service through an existing connection were property-related fees and charges.  The State Supreme Court 

specifically disapproved the holding in Howard Jarvis Taxpayers Association v. City of Los Angeles that metered 

water rates are not subject to Proposition 218.  The City complied with the notice, hearing and protest procedures 

in Article XIIID, as further explained by the State Supreme Court in the Bighorn Case, with respect to the Water 

rate increases that were approved on January 8, 2020.  See the captions “THE WATER SYSTEM—Water 

System Rates and Charges.” 

On April 20, 2015, the California Court of Appeal, Fourth District, issued an opinion in Capistrano 

Taxpayers Association, Inc. v. City of San Juan Capistrano, 235 Cal. App. 4th 1493 (2015) (the “SJC Case”), 

upholding tiered water rates under the Initiative provided that the tiers correspond to the actual cost of furnishing 

service at a given level of usage.  The opinion included a finding that the City of San Juan Capistrano did not 

attempt to calculate the actual costs of providing water at various tier levels.  The City’s water rates, which are 

described under the captions “THE WATER SYSTEM—Water System Rates and Charges” include tiered rates 

based on usage.  The City has reviewed the holding in the SJC Case and determined that the City’s water rates 

comply with the Initiative. 

See the caption “LITIGATION—City—Water Rate Litigation” for a discussion of certain litigation 

challenging the City’s water rates under Article XIIID.  

Article XIIIC.  Article XIIIC provides that the initiative power may not be prohibited or otherwise 

limited in matters of reducing or repealing any local tax, assessment, fee or charge and that the power of initiative 

to affect local taxes, assessments, fees and charges is applicable to all local governments.  Article XIIIC does 

not define the terms “local tax,” “assessment,” “fee” or “charge,” so it was unclear whether the definitions set 

forth in Article XIIID referred to above are applicable to Article XIIIC.  Moreover, the provisions of Article 

XIIIC are not expressly limited to local taxes, assessments, fees and charges imposed after November 6, 1996.  

On July 24, 2006, the State Supreme Court held in the Bighorn Case that the provisions of Article XIIIC applied 

to rates and fees charged for domestic water use.  In the decision, the Court noted that the decision did not address 

whether an initiative to reduce fees and charges could override statutory rate setting obligations.   

On August 3, 2020, the State Supreme Court issued an opinion in Wilde v. City of Dunsmuir (Cal. S. Ct. 

S252915) holding that the taxation exemption from the State Constitution’s referendum process applies to 

measures setting water rates, and that the Initiative does not subject water rates to challenge by referendum.  The 

City does not believe that Article XIIIC grants to the voters within the City the power (whether by initiative 

under Article XIIIC or otherwise, or by referendum, which is not authorized under Article XIIIC) to repeal or 

reduce rates and charges for the Water Service in a manner that would interfere with the contractual obligations 

of the City or the obligation of the City to maintain and operate the Water System.  However, there can be no 

assurance as to the availability of particular remedies adequate to protect the Beneficial Owners of the Bonds.  

Remedies that are available to Beneficial Owners of the Bonds in the event of a default by the City are dependent 

upon judicial actions which are often subject to discretion and delay and could prove both expensive and 

time-consuming to obtain.  So long as the Bonds are held in book-entry form, DTC (or its nominee) will be the 

sole registered owner of the Bonds and the rights and remedies of the Bond Owners will be exercised through 

the procedures of DTC. 

In addition to the specific limitations on remedies which are contained in the applicable documents 

themselves, the rights and obligations with respect to the Bonds, the Indenture and the Installment Purchase 

Agreement are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other 

similar laws affecting creditors’ rights, to the application of equitable principles if equitable remedies are sought 
and to the exercise of judicial discretion in appropriate cases and to limitations on legal remedies against public 
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agencies in the State.  The various opinions of counsel to be delivered with respect to such documents, including 

the opinion of Bond Counsel (the form of which is attached as Appendix C), will be similarly qualified. 

Future Initiatives 

Articles XIIIB, XIIIC and XIIID were adopted as measures that qualified for the ballot pursuant to the 

State’s initiative process.  From time to time other initiatives could be proposed and adopted affecting the City’s 

revenues or ability to increase revenues. 

CERTAIN RISKS TO BONDHOLDERS 

The following information, in addition to the other matters that are described in this Official Statement, 

should be considered by prospective investors in evaluating the Bonds.  However, the following does not purport 

to be comprehensive, definitive or an exhaustive listing of risks and other considerations that may be relevant 
to making an investment decision with respect to the Bonds.  In addition, the order in which the following 

information is presented is not intended to reflect the relative importance of any such risks.  If any risk factor 
materializes to a sufficient degree, it alone could delay or preclude payment of principal of or interest on the 

Bonds.   

Limited Obligations 

The obligation of the City to pay the Series 2020 Installment Payments is a limited obligation of the 

City and is not secured by a legal or equitable pledge or charge or lien upon any property of the City or any of 

its income or receipts, except the Net Revenues.  The obligation of the City to pay the Series 2020 Installment 

Payments does not constitute an obligation of the City to levy or pledge any form of taxation or for which the 

City has levied or pledged any form of taxation. 

Accuracy of Assumptions 

General.  To estimate the Net Revenues available to pay the Series 2020 Installment Payments, the City 

has made certain assumptions with regard to various matters, including but not limited to future development 

within the City and increases in revenues resulting therefrom, the rates and charges to be imposed in future years, 

the expenses associated with operating the Water System and the interest rate at which funds will be invested.  

The City believes these assumptions to be reasonable, but to the extent that any of such assumptions fail to 

materialize, the Net Revenues available to pay the Series 2020 Installment Payments will, in all likelihood, be 

less than those projected herein.  See the caption “WATER SYSTEM FINANCIAL INFORMATION—

Projected Operating Results and Debt Service Coverage.”  The City may choose, however, to maintain 

compliance with the rate covenant set forth in the Installment Purchase Agreement in part by means of 

contributions from available reserves or resources, including the Rate Stabilization Fund.  In such event, Net 

Revenues may generate amounts which are less than 125% of Debt Service in any given Fiscal Year.  See the 

captions “SECURITY FOR THE BONDS—Rate Covenant” and “SECURITY FOR THE BONDS—Rate 

Stabilization Fund.” 

PFAS Treatment Facilities.  As described under the caption “THE WATER SYSTEM—Water 

Quality—PFAS,” testing of the City’s groundwater sources in early 2020 revealed the presence of contaminants 

known as PFAS at levels above regulatory thresholds in two of the City’s groundwater wells.  As a result, the 

City voluntarily elected to stop groundwater production from such wells.  The City expects to purchase additional 

imported water supplies from MWDOC to serve customer demand while such wells are out of service. 

The City has entered into an agreement with OCWD pursuant to which OCWD will design and construct 

PFAS treatment facilities at OCWD’s expense at the two City wells that have been shut down.  The City expects 
such facilities to be operational within two years, at which time the City can resume production from the wells.  

However, the appropriate design for the facilities is still being studied and there can be no assurance as to the 
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ultimate type of facilities to be constructed or the timing of completion thereof.  Although the City will be 

obligated to operate and maintain the PFAS treatment facilities for a period of up to 30 years, the City’s 

agreement with OCWD enables the City to seek reimbursement for up to half of the operation and maintenance 

costs of the facilities at the rate of $75 per acre foot of groundwater produced.   

The projected operating results which are set forth under the caption “WATER SYSTEM FINANCIAL 

INFORMATION—Projected Operating Results and Debt Service Coverage” assume higher water supply costs 

for two years as a result of the purchase of relatively more expensive imported water to replace the supplies from 

the two wells which have been taken out of service, and additional Operation and Maintenance Costs to operate 

and maintain the new treatment facilities that are being constructed by OCWD after the two year construction 

period.  Notwithstanding the foregoing, there can be no assurance that additional State regulations related to 

PFAS will not result in the imposition of additional costs on the Water System. 

In the event that the PFAS treatment facilities are completed later than currently contemplated, operating 

costs of the PFAS treatment facilities are higher than currently contemplated, or additional State regulations 

relating to PFAS are adopted, Operation and Maintenance Costs of the Water System could be higher than 

projected herein, which could reduce the Net Revenues available to pay the Series 2020 Installment Payments. 

System Demand 

There can be no assurance that the demand for Water Service will occur as described in this Official 

Statement.  Reduction in levels of demand could require an increase in rates or charges in order to comply with 

the rate covenant.  See the caption “SECURITY FOR THE BONDS—Rate Covenant.”  Demand for Water 

Service could be reduced or may not occur as projected by the City as a result of reduced levels of development 

in the City’s service area, hydrological conditions, conservation efforts, an economic downturn (including as a 

result of the COVID-19 outbreak that is discussed under the caption “THE CITY—COVID-19 Outbreak”), 

mandatory State conservation orders and other factors. 

System Expenses 

There can be no assurance that the City’s expenses will be consistent with the descriptions in this 

Official Statement.  Operation and Maintenance Costs may vary with the cost of imported water and the quality 

and amount of local supplies as well as treatment costs, regulatory compliance costs, labor costs (including costs 

related to pension and other post-employment benefits) and other factors.  See the caption “—Accuracy of 

Assumptions—PFAS Treatment Facilities” for a discussion of certain material assumptions related to Operation 

and Maintenance Costs of the Water System in the next five years.   

A significant portion of the City’s water supply is purchased from MWD through MWDOC, and 

increases in such agencies’ costs or changes in such agencies’ operations over which the City has no control 

could impact the City’s cost of water to supply its customers.  See the caption “THE WATER SYSTEM—Water 

Supply.”  Increases in Operation and Maintenance Costs could require an increase in rates or charges in order to 

comply with the rate covenant.  See the caption “SECURITY FOR THE BONDS—Rate Covenant.”   

Limited Recourse on Default 

If the City defaults on its obligation to pay the Series 2020 Installment Payments, the Trustee, as 

assignee of the Authority, has the right to declare the total unpaid principal amount of the Series 2020 Installment 

Payments, together with the accrued interest thereon, to be immediately due and payable.  However, in the event 

of a default and such acceleration, there can be no assurance that the City will have sufficient funds to pay such 

accelerated amounts from Net Revenues. 

Page 276 of 299 



 

 -48- 
 

Rate-Setting Process under Proposition 218 

Proposition 218, which added Articles XIIIC and XIIID to the State Constitution, affects the City’s 

ability to maintain existing Water System rates and impose rate increases, and no assurance can be given that 

future proposals to increase Water System rates will not encounter majority protest opposition or be challenged 

by initiative action authorized under Proposition 218.  In the event that future proposed Water System rate 

increases cannot be imposed as a result of majority protest or initiative, the City might thereafter be unable to 

generate Net Revenues in the amounts required by the Installment Purchase Agreement to pay the Series 2020 

Installment Payments.  The City believes that its current Water System rates approved by the City Council were 

effected in accordance with the public hearing and majority protest provisions of Proposition 218.  See the 

caption “CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES—Proposition 218.” 

Statutory and Regulatory Compliance 

Laws and regulations governing treatment and delivery of water are enacted and promulgated by federal, 

State and local government agencies.  Compliance with these laws and regulations is and will continue to be 

costly, and, as more stringent standards are developed, such costs will likely increase. 

Claims against the Water System for failure to comply with applicable laws and regulations could be 

significant.  Such claims may be payable from assets of the Water System and constitute Operation and 

Maintenance Costs or from other legally available sources.  In addition to claims by private parties, changes in 

the scope and standards for municipal water systems such as that operated by the City may also lead to 

administrative orders issued by federal or State regulators.  Future compliance with such orders can also impose 

substantial additional costs on the City.  No assurance can be given that the cost of compliance with such laws, 

regulations and orders would not adversely affect the ability of the City to generate Net Revenues in amounts 

that are sufficient to pay the Series 2020 Installment Payments. 

Natural Disasters 

The occurrence of any natural disaster in the City, including, without limitation, earthquake, wildfire, 

drought, high winds, landslide or flood, could have an adverse material impact on the economy within the City 

and the revenues available for the payment of the Bonds and result in substantial damage to and interference 

with the operations of the Water System.   

Portions of the City’s service area may be subject to unpredictable seismic activity.  See the caption 

“THE CITY—Seismic Considerations.”  The Installment Purchase Agreement does not require the City to 

maintain earthquake insurance and the City does not currently maintain such insurance for Water System 

facilities other than the Public Works Municipal Service Center, where administrative functions of the Water 

System are carried out.  The City maintains liability insurance for the Water System and property casualty 

insurance (for losses other than from seismic events) for certain portions of the Water System.  See the caption 

“THE CITY—City Insurance.”  However, there can be no assurance that specific losses will be covered by 

insurance or, if covered, that claims will be paid in full by the applicable insurers.  Furthermore, significant 

portions of the Water System, including underground pipelines, are not covered by property casualty insurance.  

Damage to such portions of the Water System as a result of natural disasters would result in uninsured losses to 

the City. 

Limitations on Remedies 

The ability of the City to comply with its covenants under the Installment Purchase Agreement and to 

generate Net Revenues in amounts that are sufficient to pay the Series 2020 Installment Payments may be 

adversely affected by actions and events outside of the control of the City and may be adversely affected by 

actions taken (or not taken) by voters, property owners, taxpayers or persons obligated to pay assessments, fees 

and charges.  See the caption “CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND 
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CHARGES—Proposition 218.”  Furthermore, the remedies that are available to the owners of the Bonds upon 

the occurrence of an event of default under the Indenture are in many respects dependent upon judicial actions, 

which are often subject to discretion and delay and could prove both expensive and time-consuming to obtain. 

In addition, usual equity principles may limit the specific enforcement under State law of certain 

remedies, as may the exercise by the United States of America of the powers delegated to it by the federal 

Constitution and the reasonable and necessary exercise, in certain exceptional situations, of the police power 

inherent in the sovereignty of the State and its governmental bodies in the interest of serving a significant and 

legitimate public purpose.  Bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, 

moratorium proceedings and other laws relating to or affecting creditors’ rights, or the exercise of powers by the 

federal or State government, if initiated, could subject the Beneficial Owners of the Bonds to judicial discretion 

and interpretation of their rights in bankruptcy or otherwise, and consequently may entail risks of delay, 

limitations or modification of their rights.  Remedies may be limited because the Water System serves an 

essential public purpose. 

The opinion to be delivered by Bond Counsel concurrently with the issuance of the Bonds will be subject 

to such limitations and the various other legal opinions to be delivered concurrently with the issuance of the 

Bonds will be similarly qualified.  See Appendix C.  In the event that the City fails to comply with its covenants 

under the Installment Purchase Agreement or fails to pay the Series 2020 Installment Payments, which secure 

the payments of principal of and interest on the Bonds, there can be no assurance of the availability of remedies 

adequate to protect the interest of the holders of the Bonds. 

Loss of Tax Exemption 

In order to maintain the exclusion from gross income for federal income tax purposes of the interest on 

the Bonds, the Authority and the City have covenanted in the Indenture and the Installment Purchase Agreement, 

respectively, to comply with the applicable requirements of the Internal Revenue Code of 1986, as amended (the 

“Code”), and not to take any action or fail to take any action if such action or failure to take such action would 

adversely affect the exclusion from gross income of interest on the Bonds thereunder.  Interest on the Bonds 

could become includable in gross income for purposes of federal income taxation retroactive to the date of 

issuance of such Bonds as a result of acts or omissions of the Authority or the City in violation of such covenants 

or other covenants in the Indenture or the Installment Purchase Agreement.  The Bonds are not subject to 

redemption or any increase in interest rates should an event of taxability occur and will remain outstanding until 

maturity or prior redemption in accordance with the provisions contained in the Indenture.  See the caption “TAX 

EXEMPTION.” 

Secondary Market 

There can be no guarantee that there will be a secondary market for the Bonds or, if a secondary market 

exists, that the Bonds can be sold for any particular price.  Occasionally, because of general market conditions 

or because of adverse history or economic prospects connected with a particular issue, secondary marketing 

practices are suspended or terminated.  Additionally, prices of issues for which a market is being made will 

depend upon then prevailing circumstances.  Such prices could be substantially different from the original 

purchase price. 

Parity Obligations 

The Installment Purchase Agreement permits the City to enter into Parity Bonds and Contracts payable 

from Net Revenues on a parity with the Series 2020 Installment Payments, which secure the Bonds, subject to 

the terms and conditions set forth therein.  See the caption “SECURITY FOR THE BONDS—Additional Parity 

Bonds and Contracts.”  The entry into of additional Parity Bonds and Contracts could result in reduced Net 

Revenues available to pay the Series 2020 Installment Payments.  The City has covenanted to maintain coverage 

of Debt Service as described under the caption “SECURITY FOR THE BONDS—Rate Covenant.”  
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Climate Change 

The State has historically been susceptible to wildfires and hydrologic variability.  As greenhouse gas 

emissions continue to accumulate in the atmosphere as a result of economic activity, climate change is expected 

to intensify, increasing the frequency, severity and timing of extreme weather events such as coastal storm 

surges, drought, wildfires, floods and heat waves, and raising sea levels.  The future fiscal impact of climate 

change on the Water System is difficult to predict, but it could be significant and it could have a material adverse 

effect on the City’s finances by requiring greater expenditures to counteract the effects of climate change or by 

changing the business and activities of Water System customers. 

Cyber Security 

Municipal agencies, like other business entities, face significant risks relating to the use and application 

of computer software and hardware.  Recently, there have been significant cyber security incidents affecting 

municipal agencies, including a freeze affecting computer systems of the City of Atlanta, an attack on the City 

of Baltimore’s 911 system, an attack on the Colorado Department of Transportation’s computers and an attack 

that resulted in the temporary closure of the Port of Los Angeles’ largest terminal.   

The City employs a multi-level cyber protection scheme that includes firewalls, anti-virus software, 

anti-spam/malware software and an intrusion protection system.  The City also contracts with a third party vendor 

to provide cyber security training for all City staff and conduct simulated phishing attacks.  To date, the City has 

not experienced a major attack on its computer operating systems.  However, there can be no assurance that the 

City’s security and operational control measures will be successful in guarding against all cyber threats and 

attacks.  The results of any attack on the City’s computer systems could negatively impact the City’s operations, 

and the costs related to such attacks could be substantial.  

THE AUTHORITY 

The Authority is a public entity created for the joint exercise of common powers pursuant to a Joint 

Exercise of Powers Agreement, dated June 22, 1993, as amended by Amendment No. 1 thereto dated March 28, 

2006, by and among the City, the Successor Agency to the Garden Grove Agency for Community Development 

and the Garden Grove Sanitary District.  The Authority is an autonomous entity that is separate from the City 

and SCWD.  The powers and functions of the Authority are exercised by a seven-member Board consisting of 

the Mayor and members of the City Council of the City.   

APPROVAL OF LEGAL PROCEEDINGS 

The valid, legal and binding nature of the Bonds is subject to the approval of Stradling Yocca Carlson & 

Rauth, a Professional Corporation, Newport Beach, California, acting as Bond Counsel.  The form of such legal 

opinion is attached as Appendix C, and such legal opinion will be attached to each Bond.  Certain matters will 

be passed upon for the Authority and the City by Woodruff Spradlin & Smart, Costa Mesa, California, as General 

Counsel and City Attorney, and by Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport 

Beach, California, as Disclosure Counsel, and for the Trustee by its counsel.  The Underwriter is being 

represented by its counsel, Jones Hall, A Professional Law Corporation, San Francisco, California.   

LITIGATION 

City 

General.  At the time of delivery of and payment for the Bonds, the City will certify that there is no 

action, suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory agency, 

public board or body, pending or, to the knowledge of the City, threatened against the City affecting the existence 

of the City or the titles of its directors or officers to their respective offices or seeking to restrain or to enjoin the 
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sale or delivery of the Bonds, the application of the proceeds thereof in accordance with the Installment Purchase 

Agreement and the Indenture, or that would have a material adverse effect on the City’s ability to pay the Series 

2020 Installment Payments, or in any way contesting or affecting the validity or enforceability of the Bonds, the 

Indenture, the Installment Purchase Agreement or any action of the City contemplated by any of said documents, 

or in any way contesting the completeness or accuracy of this Official Statement or any amendment or 

supplement thereto, or contesting the powers of the City or its authority with respect to the Bonds or any action 

of the City contemplated by any of said documents, nor to the knowledge of the City, is there any basis therefor. 

Water Rate Litigation.  On February 19, 2020, a class action complaint and petition for writ of mandate 

(collectively, the “Water Rate Complaint”) was filed in the matter of Kessner et al. v. City of Santa Clara et 

al. in the Superior Court of California, County of Santa Clara, on behalf of 81 customer classes (collectively 

“Plaintiffs”), challenging the rates of 82 public water suppliers, including the City.  The Water Rate Complaint 

alleges that the named defendants and respondents (collectively “Defendants”) unlawfully set water rates for 

retail customers that exceed the cost of service, in violation of Proposition 218.  See the caption 

“CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES—Proposition 218” for a 

discussion of Proposition 218. 

Plaintiffs are challenging Defendants’ retail water rates on the ground that they allegedly subsidize water 

service provided for general governmental purposes, including “subsidized public fire hydrant service.”   

The City was served with the Water Rate Complaint in March 2020.  On March 9, 2020, the Superior 

Court of California, County of Santa Clara, issued an Order deeming the case complex and staying discovery 

and responsive pleading deadlines.  Pursuant to the March 9, 2020 Order, the parties may not file or serve 

responsive pleadings until later orders of the court.   

Plaintiffs have also filed a motion to consolidate the Water Rate Complaint with two similar complaints 

filed by Plaintiffs’ counsel against water agencies in northern California.  All proceedings in the Water Rate 

Complaint are currently stayed pending a hearing on the motion to consolidate. 

The City is unable to predict the outcome of this litigation or the timing of any resolution 

thereof.  However, the City believes that its water rates were adopted in compliance with Proposition 218 and 

does not currently expect the Water Rate Complaint to have a material adverse effect on its ability to pay the 

Series 2020 Installment Payments. 

The City notes that the State Legislature recently adopted Senate Bill 1386 (“SB 1386”), which awaits 

signature by the State Governor.  SB 1386 would add provisions to the California Government Code establishing 

that the costs of water service chargeable to property owners properly include the cost of infrastructure, e.g., fire 

hydrants, which provide fire protection for nearby property.  The signing of SB 1386 into law by the State 

Governor would likely assist the City’s defense of the Water Rate Complaint. 

Authority 

At the time of delivery of and payment for the Bonds, the Authority will certify that there is no action, 

suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory agency, public 

board or body, pending or, to the knowledge of the Authority, threatened against the Authority affecting the 

existence of the Authority or the titles of its directors or officers to their respective offices or seeking to restrain 

or to enjoin the sale or delivery of the Bonds, the application of the proceeds thereof in accordance with the 

Installment Purchase Agreement and the Indenture, or that would have a material adverse effect on the 

Authority’s ability to pay the Bonds, or in any way contesting or affecting the validity or enforceability of the 

Bonds, the Indenture, the Installment Purchase Agreement or any action of the Authority contemplated by any 

of said documents, or in any way contesting the completeness or accuracy of this Official Statement or any 

amendment or supplement thereto, or contesting the powers of the Authority or its authority with respect to the 
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Bonds or any action of the Authority contemplated by any of said documents, nor to the knowledge of the 

Authority, is there any basis therefor. 

TAX EXEMPTION 

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, 

California, Bond Counsel, under existing statutes, regulations, rulings and judicial decisions, and assuming the 

accuracy of certain representations and compliance with certain covenants and requirements described herein, 

interest (and original issue discount) on the Bonds is excluded from gross income for federal income tax purposes 

and is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on 

individuals.  In the further opinion of Bond Counsel, interest (and original issue discount) on the Bonds is exempt 

from State of California personal income tax.     

Bond Counsel’s opinion as to the exclusion from gross income for federal income tax purposes of 

interest (and original issue discount) on the Bonds is based upon certain representations of fact and certifications 

made by the Authority, the City and others and is subject to the condition that the Authority and the City comply 

with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds to assure that 

interest (and original issue discount) on the Bonds will not become includable in gross income for federal income 

tax purposes.  Failure to comply with such requirements of the Code might cause interest (and original issue 

discount) on the Bonds to be included in gross income for federal income tax purposes retroactive to the date of 

issuance of the Bonds.  The Authority and the City have covenanted to comply with all such requirements. 

In the opinion of Bond Counsel, the difference between the issue price of a Bond (the first price at which 

a substantial amount of the Bonds of a maturity is to be sold to the public) and the stated redemption price at 

maturity of such Bond constitutes original issue discount.  Original issue discount accrues under a constant yield 

method, and original issue discount will accrue to a Beneficial Owner before receipt of cash attributable to such 

excludable income.  The amount of original issue discount deemed received by a Beneficial Owner will increase 

the Beneficial Owner’s basis in the applicable Bond.  The amount of original issue discount that accrues to the 

Beneficial Owner of a Bond is excluded from the gross income of such Beneficial Owner for federal income tax 

purposes, is not an item of tax preference for purposes of the federal alternative minimum tax imposed on 

individuals, and is exempt from State of California personal income tax. 

The amount by which a Bond Owner’s original basis for determining loss on sale or exchange in the 

applicable Bond (generally, the purchase price) exceeds the amount payable on maturity (or on an earlier call 

date) constitutes amortizable bond premium, which must be amortized under Section 171 of the Code; such 

amortizable bond premium reduces the Bond Owner’s basis in the applicable Bond (and the amount of tax-

exempt interest received with respect to the Bonds), and is not deductible for federal income tax purposes.  The 

basis reduction as a result of the amortization of bond premium may result in a Bond Owner realizing a taxable 

gain when a Bond is sold by the Owner for an amount equal to or less (under certain circumstances) than the 

original cost of the Bond to the Owner.  Purchasers of the Bonds should consult their own tax advisors as to the 

treatment, computation and collateral consequences of amortizable bond premium. 

The Internal Revenue Service (the “IRS”) has initiated an expanded program for the auditing of 

tax-exempt bond issues, including both random and targeted audits.  It is possible that the Bonds will be selected 

for audit by the IRS.  It is also possible that the market value of the Bonds might be affected as a result of such 

an audit of the Bonds (or by an audit of similar municipal obligations).  No assurance can be given that in the 

course of an audit, as a result of an audit, or otherwise, Congress or the IRS might not change the Code (or 

interpretation thereof) subsequent to the issuance of the Bonds to the extent that it adversely affects the exclusion 

from gross income of interest (and original issue discount) on the Bonds or their market value. 

SUBSEQUENT TO THE ISSUANCE OF THE BONDS THERE MIGHT BE FEDERAL, STATE OR 
LOCAL STATUTORY CHANGES (OR JUDICIAL OR REGULATORY CHANGES TO OR 

INTERPRETATIONS OF FEDERAL, STATE OR LOCAL LAW) THAT AFFECT THE FEDERAL, STATE 
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OR LOCAL TAX TREATMENT OF THE BONDS, INCLUDING THE IMPOSITION OF ADDITIONAL 

FEDERAL INCOME OR STATE TAXES ON OWNERS OF TAX-EXEMPT STATE OR LOCAL 

OBLIGATIONS, SUCH AS THE BONDS.  THESE CHANGES COULD ADVERSELY AFFECT THE 

MARKET VALUE OR LIQUIDITY OF THE BONDS.  NO ASSURANCE CAN BE GIVEN THAT, 

SUBSEQUENT TO THE ISSUANCE OF THE BONDS, STATUTORY CHANGES WILL NOT BE 

INTRODUCED OR ENACTED OR JUDICIAL OR REGULATORY INTERPRETATIONS WILL NOT 

OCCUR HAVING THE EFFECTS DESCRIBED ABOVE.  BEFORE PURCHASING ANY OF THE BONDS, 

ALL POTENTIAL PURCHASERS SHOULD CONSULT THEIR TAX ADVISORS REGARDING 

POSSIBLE STATUTORY CHANGES OR JUDICIAL OR REGULATORY CHANGES OR 

INTERPRETATIONS, AND THEIR COLLATERAL TAX CONSEQUENCES RELATING TO THE BONDS. 

Bond Counsel’s opinions may be affected by actions taken (or not taken) or events occurring (or not 

occurring) after the date hereof.  Bond Counsel has not undertaken to determine, or to inform any person, whether 

any such actions or events are taken or do occur.  The Indenture and the Tax Certificate relating to the Bonds 

permit certain actions to be taken or to be omitted if a favorable opinion of Bond Counsel is provided with 

respect thereto.  Bond Counsel expresses no opinion as to the effect on the exclusion from gross income of 

interest (and original issue discount) for federal income tax purposes with respect to any Bond if any such action 

is taken or omitted based upon the advice of counsel other than Stradling Yocca Carlson & Rauth, a Professional 

Corporation. 

Although Bond Counsel has rendered an opinion that interest (and original issue discount) on the Bonds 

is excluded from gross income for federal income tax purposes provided that the Authority and the City continue 

to comply with certain requirements of the Code, the ownership of the Bonds and the accrual or receipt of interest 

(and original issue discount) on the Bonds may otherwise affect the tax liability of certain persons.  Bond Counsel 

expresses no opinion regarding any such tax consequences.  Accordingly, before purchasing any of the Bonds, 

all potential purchasers should consult their tax advisors with respect to collateral tax consequences relating to 

the Bonds. 

Should interest (and original issue discount) on the Bonds become includable in gross income for federal 

income tax purposes, the Bonds are not subject to early redemption and will remain outstanding until maturity 

or until redeemed in accordance with the Indenture. 

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix C. 

CONTINUING DISCLOSURE 

The City has covenanted in a Continuing Disclosure Agreement, dated as of November 1, 2020 (the 

“Continuing Disclosure Agreement”), by and between the City and Applied Best Practices LLC, as 

dissemination agent (the “Dissemination Agent”) for the benefit of the Owners and Beneficial Owners of the 

Bonds to provide certain financial information and operating data relating to the City by not later than each 

March 31 following the end of the City’s Fiscal Year (currently its Fiscal Year ends on June 30) (the “Annual 

Report”), and to provide notices of the occurrence of certain enumerated events.  The Annual Report and the 

notices of enumerated events will be filed by the City or the Dissemination Agent with EMMA.  The specific 

nature of the information to be contained in the Annual Report and the notice of enumerated events is set forth 

in Appendix E.  These covenants have been made in order to assist the Underwriter in complying with Section 

(b)(5) of Rule 15c2-12 adopted by the Securities and Exchange Commission. 

[DISCLOSURE RE PRIOR COMPLIANCE TO COME]. 

As noted above, the City has engaged Applied Best Practices LLC as its Dissemination Agent in 

connection with future continuing disclosure reporting.  In addition, the City adopted a debt management policy 

in February 2017 that includes procedures with respect to continuing disclosure compliance. 
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RATING 

The Authority expects that S&P Global Ratings, a Standard & Poor’s Financial Services LLC business 

(“S&P”), will assign the Bonds the rating of “__”. 

Future events, including the impacts of the COVID-19 pandemic that is described under the caption 

“THE CITY—COVID-19 Outbreak,” could have an adverse impact on the rating of the Bonds, and there is no 

assurance that any credit rating that is given to the Bonds will be maintained for any period of time or that a 

rating may not be qualified, downgraded, lowered or withdrawn entirely by S&P if, in the judgment of S&P, 

circumstances so warrant, nor can there be any assurance that the criteria required to achieve the rating on the 

Bonds will not change during the period that the Bonds remain outstanding.  Any such qualification, downgrade, 

lowering or withdrawal of the rating may have an adverse effect on the market price of the Bonds.  The rating 

reflects only the current views and current rating criteria of S&P (which views and criteria could change at any 

time), and an explanation of the significance of such rating may be obtained from S&P.  Generally, rating 

agencies base their ratings on information and materials furnished to them (which may include information and 

material from the City that is not included in this Official Statement) and on investigations, studies and 

assumptions by the rating agencies. 

The City has covenanted in the Continuing Disclosure Agreement to file notices of any rating changes 

on the Bonds with EMMA.  See the caption “CONTINUING DISCLOSURE” and Appendix E.  

Notwithstanding such covenant, information relating to a rating change on the Bonds may be publicly available 

from S&P prior to such information being provided to the City and prior to the date by which the City is obligated 

to file a notice of rating change.  Purchasers of the Bonds are directed to S&P and its websites and official media 

outlets for the most current rating with respect to the Bonds after the initial issuance of the Bonds. 

In providing a rating on the Bonds, S&P may have performed independent calculations of coverage 

ratios using its own internal formulas and methodology, which may not reflect the provisions of the Indenture 

or the Installment Purchase Agreement.  The City makes no representations as to any such calculations, and such 

calculations should not be construed as a representation by the City as to past or future compliance with any 

financial covenants, the availability of particular revenues for the payment of debt service or for any other 

purpose. 

MUNICIPAL ADVISOR 

The City has retained Fieldman, Rolapp & Associates, Inc., Irvine, California (the “Municipal 

Advisor”) as its municipal advisor in connection with the sale of the Bonds.  The Municipal Advisor is not 

obligated to undertake, and has not undertaken to make, an independent verification or to assume any 

responsibility for the accuracy, completeness or fairness of the information contained herein.  The Municipal 

Advisor is an independent advisory firm and is not engaged in the business of underwriting, trading or 

distributing municipal or other public securities. 

UNDERWRITING 

The Bonds are being purchased by Stifel, Nicolaus & Company, Incorporated, (the “Underwriter”), 

pursuant to a purchase agreement, dated the date hereof, by and among the Authority, the City and the 

Underwriter.  The Underwriter will purchase the Bonds from the Authority at an aggregate purchase price of 

$______, representing the principal amount of the Bonds, plus/less $______ of net original issue 

premium/discount and less $_____ of Underwriter’s discount. 

The initial public offering prices stated on the inside front cover of this Official Statement may be 

changed from time to time by the Underwriter.  The Underwriter may offer and sell the Bonds to certain dealers 

(including dealers depositing Bonds into investment trusts), dealer banks, banks acting as agents and others at 

prices lower than said public offering prices. 
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Bond Counsel and Disclosure Counsel represent the Authority and the City in connection with the 

issuance of the Bonds.  From time to time Bond Counsel and Disclosure Counsel represent the Underwriter in 

connection with other financings and matters that are unrelated to the Bonds.  Bond Counsel and Disclosure 

Counsel do not represent the Underwriter with respect to the issuance of the Bonds. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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MISCELLANEOUS 

The references, excerpts and summaries of all documents referred to herein do not purport to be 

complete statements of the provisions of such documents and reference is made to all such documents for full 

and complete statements of all matters of fact relating to the Bonds, the security for and the source for repayment 

for the Bonds and the rights and obligations of the owners thereof. 

The information that is contained in this Official Statement has been compiled from official and other 

sources that are deemed to be reliable, and is believed to be correct as of its date, but it is not guaranteed as to 

accuracy or completeness by, and is not to be construed as a representation by, the Underwriter. 

Any statements made in this Official Statement that involve matters of opinion, estimates or projections, 

whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation 

is made that any of the estimates or projections will be realized.  The information and expressions of opinion 

herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale made 

hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of 

the City. 

 

GARDEN GROVE PUBLIC FINANCING 

AUTHORITY 

By:  

Chair  

CITY OF GARDEN GROVE 

By:  

City Manager 
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APPENDIX B 

DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INSTALLMENT 

PURCHASE AGREEMENT AND THE INDENTURE 

The following is a summary of certain provisions of the Installment Purchase Agreement and the 
Indenture that are not described elsewhere.  This summary does not purport to be comprehensive and reference 

should be made to the applicable document for a full and complete statement of the provisions thereof. 

[TO COME FROM BOND COUNSEL] 
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APPENDIX C 

FORM OF OPINION OF BOND COUNSEL 

Upon issuance of the Bonds, Stradling Yocca Carlson & Rauth, a Professional Corporation, Bond 

Counsel, proposes to render its final approving opinion in substantially the following form: 

November ___, 2020 

Garden Grove Public Financing Authority 

11222 Acacia Parkway 

Garden Grove, California 92840 

Re: $_____ Garden Grove Public Financing Authority Water Revenue Bonds, Series 2020A 

Members of the Board of Directors: 

We have acted as Bond Counsel to the Garden Grove Public Financing Authority (the “Authority”) in 

connection with the issuance of $_____ aggregate principal amount of Garden Grove Public Financing Authority 

Water Revenue Bonds, Series 2020A (the “Bonds”).  The Bonds have been issued by the Authority pursuant to the 

terms of the Indenture of Trust, dated as of November 1, 2020 (the “Indenture”), by and between the Authority and 

U.S. Bank National Association, as trustee (the “Trustee”). 

The Bonds are limited obligations of the Authority payable solely from payments to be made by the City of 

Garden Grove (the “City”) to the Authority pursuant to an Installment Purchase Agreement, dated as of November 1, 

2020 (the “Installment Purchase Agreement”), by and between the City and the Authority, and from certain funds and 

accounts established under the Indenture. 

In connection with our representation, we have examined a certified copy of the proceedings relating to the 

Bonds.  As to questions of fact material to our opinion, we have relied upon the certified proceedings and other 

certifications of public officials furnished to us without undertaking to verify the same by independent investigations. 

Based upon the foregoing and after examination of such questions of law as we have deemed relevant in the 

circumstances, but subject to the limitations set forth herein, we are of the opinion that: 

1. The proceedings of the Authority show lawful authority for the issuance and sale by the Authority 

of the Bonds under the laws of the State of California (the “State”) now in force, and the Indenture has been duly 

authorized, executed and delivered by the Authority, and, assuming due authorization, execution and delivery by the 

Trustee, as appropriate, the Bonds and the Indenture are valid and binding obligations of the Authority enforceable 

against the Authority in accordance with their respective terms. 

2. The obligation of the Authority to make the payments of principal and interest on the Bonds from 

Authority Revenues (as such term is defined in the Indenture) is an enforceable obligation of the Authority and does 

not constitute an indebtedness of the Authority in contravention of any constitutional or statutory debt limit or 

restriction. 

3. Under existing statutes, regulations, rulings and judicial decisions, and assuming the accuracy of 

certain representations and compliance with certain covenants and requirements described herein, interest (and 

original issue discount) on the Bonds is excluded from gross income for federal income tax purposes and is not an 

item of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals. 

4. Interest (and original issue discount) on the Bonds is exempt from State personal income tax. 
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5. The difference between the issue price of a Bond (the first price at which a substantial amount of 

the Bonds of a maturity is to be sold to the public) and the stated redemption price at maturity with respect to such 

Bond constitutes original issue discount.  Original issue discount accrues under a constant yield method, and original 

issue discount will accrue to a Bond Owner before receipt of cash attributable to such excludable income.  The amount 

of original issue discount deemed received by a Bond owner will increase the Bond Owner’s basis in the applicable 

Bond.  The amount of original issue discount that accrues to the Bond Owner is excluded from the gross income of 

such Owner for federal income tax purposes, is not an item of tax preference for purposes of calculating the federal 

alternative minimum tax imposed on individuals or corporations and is exempt from State personal income tax. 

6. The amount by which a Bond Owner’s original basis for determining loss on sale or exchange in 

the applicable Bond (generally, the purchase price) exceeds the amount payable on maturity (or on an earlier call date) 

constitutes amortizable Bond premium, which must be amortized under Section 171 of the Internal Revenue Code of 

1986, as amended (the “Code”); such amortizable Bond premium reduces the Bond Owner’s basis in the applicable 

Bond (and the amount of tax-exempt interest received), and is not deductible for federal income tax purposes.  The 

basis reduction as a result of the amortization of Bond premium may result in a Bond Owner realizing a taxable gain 

when a Bond is sold by the Owner for an amount equal to or less (under certain circumstances) than the original cost 

of the Bond to the Owner.  Purchasers of the Bonds should consult their own tax advisors as to the treatment, 

computation and collateral consequences of amortizable bond premium. 

The opinions that are expressed herein as to the exclusion from gross income of interest (and original issue 

discount) on the Bonds are based upon certain representations of fact and certifications made by the City and the 

Authority and are subject to the condition that the City and the Authority comply with all requirements of the Code 

that must be satisfied subsequent to issuance of the Bonds to assure that interest (and original issue discount) on the 

Bonds will not become includable in gross income for federal income tax purposes.  Failure to comply with such 

requirements of the Code might cause interest (and original issue discount) on the Bonds to be included in gross 

income for federal income tax purposes retroactive to the date of issuance of the Bonds.  The City and the Authority 

have covenanted to comply with all such requirements. 

The opinions that are expressed herein may be affected by actions taken (or not taken) or events occurring 

(or not occurring) after the date hereof.  We have not undertaken to determine, or to inform any person, whether any 

such actions or events are taken or do occur.  Our engagement with respect to the Bonds terminates on the date of their 

issuance.  The Indenture, the Installment Purchase Agreement and the Tax Certificate relating to the Bonds permit 

certain actions to be taken or to be omitted if a favorable opinion of Bond Counsel is provided with respect thereto.  

No opinion is expressed herein as to the effect on the exclusion from gross income of interest (and original issue 

discount) on the Bonds for federal income tax purposes if any such action is taken or omitted based upon the opinion 

or advice of counsel other than ourselves.  Other than expressly stated herein, we express no other opinion regarding 

tax consequences with respect to the Bonds. 

Our opinion is limited to matters governed by the laws of the State and federal law.  We assume no 

responsibility with respect to the applicability or the effect of the laws of any other jurisdiction. 

The opinions that are expressed herein are based upon our analysis and interpretation of existing statutes, 

regulations, rulings and judicial decisions and cover certain matters not directly addressed by such authorities.  We 

call attention to the fact that the rights and obligations under the Indenture, the Installment Purchase Agreement and 

the Bonds are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other similar 

laws affecting creditors’ rights, to the application of equitable principles if equitable remedies are sought, to the 

exercise of judicial discretion in appropriate cases and to limitations on legal remedies against public agencies in the 

State. 

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official Statement or 

other offering material relating to the Bonds and expressly disclaim any duty to advise the Owners of the Bonds with 

respect to matters contained in the Official Statement. 

 

Respectfully submitted, 
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APPENDIX D 

INFORMATION CONCERNING DTC 

The information in this section concerning DTC and DTC’s book-entry only system has been obtained 

from sources that the Authority, the City and the Underwriter believe to be reliable, but none of the Authority, 
the City or the Underwriter takes any responsibility for the completeness or accuracy thereof.  The following 

description of the procedures and record keeping with respect to beneficial ownership interests in the Bonds, 

payment of principal, premium, if any, accreted value, if any, and interest on the Bonds to DTC Participants or 
Beneficial Owners, confirmation and transfers of beneficial ownership interests in the Bonds and other related 

transactions by and between DTC, the DTC Participants and the Beneficial Owners is based solely on 

information provided by DTC. 

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Bonds.  

The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership 

nominee) or such other name as may be requested by an authorized representative of DTC.  One fully registered bond 

will be issued for each annual maturity of the Bonds, each in the aggregate principal amount of such annual maturity, 

and will be deposited with DTC. 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New 

York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 

Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 

and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  

DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and 

municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct 

Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales 

and other securities transactions in deposited securities, through electronic computerized book-entry transfers and 

pledges between Direct Participants’ accounts.  This eliminates the need for physical movement of securities 

certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 

clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The Depository Trust & 

Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing Corporation 

and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by the users 

of its regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. and non-U.S. 

securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 

custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has a 

Standard & Poor’s rating of AA+.  The DTC Rules applicable to its Participants are on file with the Securities and 

Exchange Commission.  More information about DTC can be found at www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will 

receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser of each Bond 

(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial Owners 

will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to 

receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, 

from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of 

ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect 

Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their 

ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the 

name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized 

representative of DTC.  The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such 

other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual Beneficial 

Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds 

are credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will remain 

responsible for keeping account of their holdings on behalf of their customers. 
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 

Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 

arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  

Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of 

significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 

Bond documents.  For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the 

Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners.  In the alternative, Beneficial 

Owners may wish to provide their names and addresses to the registrar and request that copies of notices be provided 

directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within a maturity are being redeemed, 

DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be 

redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless 

authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its usual procedures, DTC 

mails an Omnibus Proxy to the Authority as soon as possible after the record date.  The Omnibus Proxy assigns Cede 

& Co.’s consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the record 

date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede & Co., or 

such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct 

Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the Authority or the 

Trustee, on payable date in accordance with their respective holdings shown on DTC’s records.  Payments by 

Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 

with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the 

responsibility of such Participant and not of DTC, the Trustee, or the Authority, subject to any statutory or regulatory 

requirements as may be in effect from time to time.  Payment of redemption proceeds, distributions, and dividend 

payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 

responsibility of the Authority or the Trustee, disbursement of such payments to Direct Participants will be the 

responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of 

Direct and Indirect Participants. 

A Bond Owner shall give notice to elect to have its Bonds purchased or tendered, through its Participant, to 

the Trustee, and shall effect delivery of such Bonds by causing the Direct Participant to transfer the Participant’s 

interest in the Bonds, on DTC’s records, to the Trustee.  The requirement for physical delivery of Bonds in connection 

with an optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Bonds are 

transferred by Direct Participants on DTC’s records and followed by a book-entry credit of tendered Bonds to the 

Trustee’s DTC account.  DTC may discontinue providing its services as depository with respect to the Bonds at any 

time by giving reasonable notice to the Authority or the Trustee.  Under such circumstances, in the event that a 

successor depository is not obtained, physical certificates are required to be printed and delivered.   

The Authority may decide to discontinue use of the system of book-entry only transfers through DTC (or a 

successor securities depository).  In that event, bonds will be printed and delivered to DTC. 

THE TRUSTEE, AS LONG AS A BOOK-ENTRY ONLY SYSTEM IS USED FOR THE BONDS, WILL 

SEND ANY NOTICE OF REDEMPTION OR OTHER NOTICES TO OWNERS ONLY TO DTC.  ANY FAILURE 

OF DTC TO ADVISE ANY DTC PARTICIPANT, OR OF ANY DTC PARTICIPANT TO NOTIFY ANY 

BENEFICIAL OWNER, OF ANY NOTICE AND ITS CONTENT OR EFFECT WILL NOT AFFECT THE 

VALIDITY OF SUFFICIENCY OF THE PROCEEDINGS RELATING TO THE REDEMPTION OF THE BONDS 

CALLED FOR REDEMPTION OR OF ANY OTHER ACTION PREMISED ON SUCH NOTICE. 
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APPENDIX E 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

Upon the issuance of the Bonds, the City proposes to enter into a Continuing Disclosure Agreement in 

substantially the following form: 

This Continuing Disclosure Agreement, dated as of November 1, 2020 (the “Disclosure Agreement”) is 

executed and delivered by the City of Garden Grove (the “Obligor”) and Applied Best Practices LLC as dissemination 

agent (the “Dissemination Agent”), in connection with the issuance of the Garden Grove Public Financing Authority 

Water Revenue Bonds, Series 2020A (the “Bonds”).  The Bonds are being issued pursuant to an Indenture of Trust, 

dated as of November 1, 2020 (the “Bond Indenture”), by and between the Garden Grove Public Financing Authority 

and U.S. Bank National Association, as trustee.  The Obligor and the Dissemination Agent covenant as follows: 

SECTION 1. Purpose of the Disclosure Agreement.  This Disclosure Agreement is being executed and 

delivered by the Obligor and the Dissemination Agent, for the benefit of the Owners and Beneficial Owners of the 

Bonds and in order to assist the Underwriter in complying with the Rule. 

SECTION 2. Definitions.  In addition to the definitions set forth in the Bond Indenture, which apply to 

any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the following 

capitalized terms shall have the following meanings: 

“Annual Report” shall mean any report provided by the Obligor pursuant to, and as described in, Sections 

3 and 4 of this Disclosure Agreement. 

“Beneficial Owner” shall mean any person which: (a) has the power, directly or indirectly, to vote or consent 

with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees, 

depositories or other intermediaries); or (b) is treated as the owner of any Bonds for federal income tax purposes. 

“Disclosure Representative” shall mean the City Manager or the Director of Finance of the Obligor, or the 

designee thereof, or such other officer or employee as the Obligor shall designate in writing to the Dissemination 

Agent from time to time. 

“Dissemination Agent” shall mean, initially, Applied Best Practices LLC, or any successor Dissemination 

Agent designated in writing by the Obligor and which has filed with the then current Dissemination Agent a written 

acceptance of such designation. 

“Financial Obligation” shall mean a: (A) debt obligation; (B) derivative instrument entered into in 

connection with, or pledged as security or a source of payment for, an existing or planned debt obligation; or (C) 

guarantee of (A) or (B).  The term “Financial Obligation” shall not include municipal securities as to which a final 

official statement has been provided to the Municipal Securities Rulemaking Board consistent with the Rule. 

“Fiscal Year” shall mean the period from July 1 to June 30, or any other period selected by the Obligor as 

its fiscal year. 

“Listed Events” shall mean any of the events listed in Section 5(a) and (b) of this Disclosure Agreement. 

“MSRB” shall mean the Municipal Securities Rulemaking Board, which has been designated by the 

Securities and Exchange Commission as the sole repository of disclosure information for purposes of the Rule, or any 

other repository of disclosure information that may be designated by the Securities and Exchange Commission as such 

for purposes of the Rule in the future. 

“Official Statement” shall mean the Official Statement relating to the Bonds, dated October __, 2020. 
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“Rule” shall mean Rule 15c2-12 adopted by the Securities and Exchange Commission under the Securities 

Exchange Act of 1934, as the same may be amended from time to time. 

“State” shall mean the State of California. 

“Underwriter” shall mean the original underwriters of the Bonds that are required to comply with the Rule 

in connection with the offering of the Bonds. 

SECTION 3. Provision of Annual Reports. 

(a) The Obligor shall, or shall cause the Dissemination Agent by written direction to such 

Dissemination Agent to, upon delivery of the Annual Report to the Dissemination Agent (if other than the Obligor), 

not later than March 31 of each year, commencing March 31, 2021, provide to the MSRB an Annual Report that is 

consistent with the requirements of Section 4 of this Disclosure Agreement (provided that the first Annual Report may 

consist solely of the Official Statement).  The Annual Report may be submitted as a single document or as separate 

documents comprising a package, and may cross-reference other information as provided in Section 4 of this 

Disclosure Agreement; provided that the audited financial statements of the Obligor may be submitted separately from 

the balance of the Annual Report and later than the date required above for the filing of the Annual Report if they are 

not available by that date.  If the Obligor’s Fiscal Year changes, it shall give notice of such change to the Dissemination 

Agent and the Obligor shall, or shall cause the Dissemination Agent, by written direction to such Dissemination Agent, 

to give notice of such change in the same manner as for a Listed Event under Section 5(a). 

(b) Not later than fifteen (15) business days prior to each March 31, the Obligor shall provide 

the Annual Report to the Dissemination Agent (if other than the Obligor).  The Obligor shall provide a written 

certification with each Annual Report furnished to the Dissemination Agent to the effect that such Annual Report 

constitutes the Annual Report required to be furnished by it hereunder.  The Dissemination Agent may conclusively 

rely upon such certification of the Obligor and shall have no duty or obligation to review such Annual Report.  If: (i) 

the Obligor is acting as Dissemination Agent and an Annual Report has not been provided to the MSRB by the date 

required in subsection (a); or (ii) if the Dissemination Agent is other than the Obligor and is unable to verify that an 

Annual Report has been provided to the MSRB by the date required in subsection (a), then the Obligor or the 

Dissemination Agent (if other than the Obligor), as applicable, shall send a notice to the MSRB in a timely manner in 

substantially the form prescribed by the MSRB. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to March 31 the then-applicable rules and electronic 

format prescribed by the MSRB for the filing of annual continuing disclosure reports; and 

(ii) if the Dissemination Agent is other than the Obligor, promptly after receipt of the 

Annual Report, file a report with the Obligor certifying that the Annual Report has been filed with the MSRB pursuant 

to this Disclosure Agreement, and stating, to the extent that it can confirm such filing of the Annual Report, the date 

that it was filed. 

SECTION 4. Content of Annual Reports.  The Obligor’s Annual Report shall contain or include by 

reference the following: 

(a) The audited financial statements of the Obligor for the prior Fiscal Year, prepared in 

accordance with generally accepted accounting principles as promulgated to apply to governmental entities from time 

to time by the Governmental Accounting Standards Board.  If the Obligor’s audited financial statements are not 

available by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain 

unaudited financial statements in a format similar to the financial statements contained in the final Official Statement, 

and the audited financial statements shall be filed in the same manner as the Annual Report when they come available. 

(b) To the extent not contained in the audited financial statements filed pursuant to subsection 

(a):  
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(i) The principal amount of Bonds outstanding as of the December 31 preceding the 

Annual Report Date. 

(ii) An update of the information for the prior Fiscal Year in substantially the form 

set forth in the following tables in the Official Statement under the caption “THE WATER SYSTEM”: 

1. Historical Water Sources in Acre Feet; 

2. Historical Water Deliveries in Acre Feet; 

3. Historical Water System Connections; 

4. Historical Water System Sales Revenues; and 

5. Ten Largest Water System Customers. 

(iii) A description of changes to Water System rates and charges since the date of the 

prior Annual Report, or, for the first Annual Report, since the date of the Official Statement. 

(iv) An update of the information for the prior Fiscal Year in substantially the form 

set forth in the following table in the Official Statement under the caption “WATER SYSTEM FINANCIAL 

INFORMATION”:  

1. Historical Water System Operating Results. 

In addition to any of the information expressly required to be provided under paragraphs (i) through (iv) of 

this Section, the Obligor shall provide such further information, if any, as may be necessary to make the specifically 

required statements, in the light of the circumstances under which they are made, not misleading. 

(c) Any or all of the items listed above may be included by specific reference to other 

documents, including official statements for debt issues of the Obligor or related public entities, which have been 

submitted to the MSRB or the Securities and Exchange Commission.  If the document included by reference is a final 

official statement, it must be available from the MSRB.  The Obligor shall clearly identify each such other document 

so included by reference.  

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Obligor shall give, or cause to be given, 

notice of the occurrence of any of the following events with respect to the Bonds in a timely manner not more than 

ten (10) Business Days after the event: 

(i) Principal and interest payment delinquencies. 

(ii) Unscheduled draws on debt service reserves reflecting financial difficulties. 

(iii) Unscheduled draws on credit enhancements reflecting financial difficulties. 

(iv) Substitution of credit or liquidity providers, or their failure to perform. 

(v) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed 

or final determinations of taxability or Notices of Proposed Issue (IRS Form 5701 TEB). 

(vi) Tender offers. 

(vii) Defeasances. 
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(viii) Rating changes. 

(ix) Bankruptcy, insolvency, receivership or similar proceedings. 

Note:  For the purposes of the event identified in subparagraph (ix), the event is considered to occur when 

any of the following occur: the appointment of a receiver, fiscal agent or similar officer for an obligated person in a 

proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or 

governmental authority has assumed jurisdiction over substantially all of the assets or business of the obligated person, 

or if such jurisdiction has been assumed by leaving the existing governmental body and officials or officers in 

possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order 

confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having 

supervision or jurisdiction over substantially all of the assets or business of the obligated person. 

(x) Default, event of acceleration, termination event, modification of terms or other 

similar events under the terms of a Financial Obligation of the Obligor, any of which reflect financial difficulties. 

(b) Pursuant to the provisions of this Section 5, the Obligor shall give, or cause to be given, 

notice of the occurrence of any of the following events with respect to the Bonds, if material, in a timely manner not 

more than ten (10) Business Days after occurrence: 

(i) Unless described in Section 5(a)(v), other notices or determinations by the 

Internal Revenue Service with respect to the tax status of the Bonds or other events affecting the tax status of the 

Bonds. 

(ii) Modifications to the rights of Bondholders. 

(iii) Optional, unscheduled or contingent Bond calls. 

(iv) Release, substitution or sale of property securing repayment of the Bonds. 

(v) Non-payment related defaults. 

(vi) The consummation of a merger, consolidation or acquisition involving the 

Obligor or the sale of all or substantially all of the assets of the Obligor, other than in the ordinary course of business, 

the entry into a definitive agreement to undertake such an action or the termination of a definitive agreement relating 

to any such actions, other than pursuant to its terms. 

(vii) Appointment of a successor or additional trustee or the change of the name of a 

trustee. 

(viii) Incurrence of a Financial Obligation of the Obligor, or agreement to covenants, 

events of default, remedies, priority rights, or other similar terms of a Financial Obligation of the Obligor, any of 

which affect security holders. 

(c) If the Obligor determines that knowledge of the occurrence of a Listed Event under 

subsection (b) would be material under applicable federal securities laws, and if the Dissemination Agent is other than 

the Obligor, the Obligor shall promptly notify the Dissemination Agent in writing.  Such notice shall instruct the 

Dissemination Agent to file a notice of such occurrence with the MSRB in an electronic format as prescribed by the 

MSRB in a timely manner not more than ten (10) Business Days after the event.  Notwithstanding the foregoing, 

notice of Listed Events described in subsections (a)(vii) and (b)(iii) need not be given under this subsection any earlier 

than the notice (if any) of the underlying event is given to Owners of affected Bonds pursuant to the Bond Indenture.  

In each case of the Listed Event, the Dissemination Agent shall not be obligated to file a notice as required in this 

subsection (c) prior to the occurrence of such Listed Event. 
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(d) If the Obligor determines that a Listed Event under subsection (b) would not be material 

under applicable federal securities laws and if the Dissemination Agent is other than the Obligor, the Obligor shall so 

notify the Dissemination Agent in writing and instruct the Dissemination Agent not to report the occurrence. 

(e) The Obligor hereby agrees that the undertaking set forth in this Disclosure Agreement is 

the responsibility of the Obligor and, if the Dissemination Agent is other than the Obligor, the Dissemination Agent 

shall not be responsible for determining whether the Obligor’s instructions to the Dissemination Agent under this 

Section 5 comply with the requirements of the Rule. 

SECTION 6. Termination of Reporting Obligation.  The obligations of the Obligor and the 

Dissemination Agent under this Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or 

payment in full of all of the Bonds.  If such termination occurs prior to the final maturity of the Bonds, the Obligor 

shall give notice of such termination in the same manner as for a Listed Event under Section 5(a). 

SECTION 7. Dissemination Agent.  The Obligor may, from time to time, appoint or engage a 

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge 

any such Dissemination Agent, with or without appointing a successor Dissemination Agent.  The Dissemination 

Agent shall not be responsible in any manner for the form or content of any notice or report prepared by the Obligor 

pursuant to this Disclosure Agreement.  The Dissemination Agent may resign by providing thirty days’ written notice 

to the Obligor and the Trustee.  The Dissemination Agent shall not be responsible for the content of any report or 

notice prepared by the Obligor and shall have no duty to review any information provided to it by the Obligor.  The 

Dissemination Agent shall have no duty to prepare any information report, nor shall the Dissemination Agent be 

responsible for filing any report not provided to it by the Obligor in a timely manner and in a form suitable for filing. 

SECTION 8. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure Agreement, 

the Obligor may amend this Disclosure Agreement, and any provision of this Disclosure Agreement may be waived, 

provided that, in the opinion of nationally recognized bond counsel, such amendment or waiver is permitted by the 

Rule, and provided further that the Dissemination Agent shall have first consented to any amendment that modifies or 

increases its duties or obligations hereunder.  In the event of any amendment or waiver of a provision of this Disclosure 

Agreement, the Obligor shall describe such amendment in the next Annual Report, and shall include, as applicable, a 

narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change 

of accounting principles, on the presentation) of financial information or operating data being presented by the 

Obligor.  In addition, if the amendment relates to the accounting principles to be followed in preparing financial 

statements: (a) notice of such change shall be given in the same manner as for a Listed Event under Section 5(a); and 

(b) the Annual Report for the year in which the change is made shall present a comparison (in narrative form and also, 

if feasible, in quantitative form) between the financial statements as prepared on the basis of the new accounting 

principles and those prepared on the basis of the former accounting principles. 

SECTION 9. Additional Information.  Nothing in this Disclosure Agreement shall be deemed to prevent 

the Obligor from disseminating any other information, using the means of dissemination set forth in this Disclosure 

Agreement or any other means of communication, or including any other information in any Annual Report or notice 

of occurrence of a Listed Event, in addition to that which is required by this Disclosure Agreement.  If the Obligor 

chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 

which is specifically required by this Disclosure Agreement, the Obligor shall have no obligation under this Disclosure 

Agreement to update such information or to include it in any future Annual Report or notice of occurrence of a Listed 

Event. 

SECTION 10. Default.  In the event of a failure by the Obligor or the Dissemination Agent to comply 

with any provision of this Disclosure Agreement, any Owner or Beneficial Owner of the Bonds may take such actions 

as may be necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 

Obligor to comply with its obligations under this Disclosure Agreement.  A default under this Disclosure Agreement 

shall not be deemed an Event of Default under the Bond Indenture, and the sole remedy under this Disclosure 

Agreement in the event of any failure of the Obligor or the Dissemination Agent to comply with this Disclosure 

Agreement shall be an action to compel performance. 
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No Owner or Beneficial Owner may institute such action, suit or proceeding to compel performance unless 

they shall have first delivered to the Obligor satisfactory written evidence of their status as such, and a written notice 

of and request to cure such failure, and the Obligor shall have refused to comply therewith within a reasonable time. 

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination Agent shall 

have only such duties as are specifically set forth in this Disclosure Agreement, and the Obligor agrees, to the extent 

permitted by law, to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 

harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or performance 

of its powers and duties hereunder, including the costs and expenses (including attorney’s fees) of defending against 

any claim of liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct.  

The Dissemination Agent shall be paid compensation by the Obligor for its services provided hereunder in accordance 

with its schedule of fees as amended from time to time and all expenses, legal fees and advances made or incurred by 

the Dissemination Agent in the performance of its duties hereunder.  In performing its duties hereunder, the 

Dissemination Agent shall not be deemed to be acting in any fiduciary capacity for the Obligor, the Owners, or any 

other party.  The Dissemination Agent shall be entitled to the protections and limitations afforded to the Trustee under 

the Bond Indenture.  The obligations of the Obligor under this Section shall survive resignation or removal of the 

Dissemination Agent and payment of the Bonds. 

SECTION 12. Notices.  Any notices or communications to or among any of the parties to this Disclosure 

Agreement may be given to the Dissemination Agent (if other than the Obligor) and to the Obligor as follows: 

Disclosure Representative: City of Garden Grove 

City Manager 

11222 Acacia Parkway 

 Garden Grove, California 92840 

Dissemination Agent: Applied Best Practices LLC 

19900 MacArthur Blvd #1100 

Irvine, California 92612  

SECTION 13. Beneficiaries.  This Disclosure Agreement inures solely to the benefit of the Obligor, the 

Dissemination Agent, the Underwriter and the Owners and Beneficial Owners from time to time of the Bonds, and 

shall create no rights in any other person or entity. 

SECTION 14. Signature.  This Disclosure Agreement has been executed by the undersigned on the date 

hereof, and such signature binds the Obligor to the undertaking herein provided. 

CITY OF GARDEN GROVE 

By:   

Its: City Manager 

FIELDMAN, ROLAPP & ASSOCIATES, INC., DBA 

APPLIED BEST PRACTICES LLC, as Dissemination Agent 

By:   

Its: Authorized Officer 
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Agenda Item - 6.a.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Mayor and City Council From: Council Member Kim Nguyen

Dept.:  Dept.:  

Subject: Discussion on a proposed
proclamation honoring October
2020 as Domestic Violence
Awareness Month as requested
by Council Member Kim
Nguyen.   

Date: 10/13/2020

Attached please find a proposed proclamation honoring October 2020 as Domestic Violence
Awareness Month.

ATTACHMENTS:

Description Upload
Date Type File Name

Proclamation 10/6/2020 Proclamation 10-13-
20_Proclamation_October_2020_as_Domestic_Violence_Awareness_Month.10.6.20.pdf
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PROCLAMATION 

October 2020 as Domestic Violence Awareness Month 

WHEREAS, the crime of domestic violence violates an individual's privacy, 

dignity, security and humanity due to the systematic use of physical, emotional, 

sexual, psychological and economic control and/or abuse; 

WHEREAS, domestic violence leaves an imprint of fear and hostility; 

WHEREAS, the problems of domestic violence are not confined to any group 

or groups of people but cross all economic, racial, affectional preference, and social 

barriers, thereby affecting society as a whole;  

WHEREAS, in the City of Garden Grove, adults and children are victims of 

violence each year;  

WHEREAS, the City of Garden Grove is committed to restoring the right to 

freedom from fear in our own homes; 

WHEREAS, City of Garden Grove City is committed to restoring the right to 

freedom from fear in our communities; and  

WHEREAS, in our quest to impose sanctions on those who break the law by 

perpetrating violence, we must also meet the needs of victims of domestic violence 

and their children who often suffer grave financial, physical, and psychological 

losses. 

NOW, THEREFORE, the Garden Grove City Council herby proclaims the month of 

October 2020 as “Domestic Violence Awareness Month” and urges all citizens, 

agencies, and businesses to work together as a team in our community through 

prevention, intervention and education programs to end domestic violence forever. 
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