John R. O'Neill

President

AGENDA Cindy Tran

Vice President

Garden Grove Sanitary District George S. Brietigam

Board of Directors Member

Joe Dovinh

Tuesday, April 9, 2024 Member

= | Stephanie
6:30 PM Klopfenstein

GARDEN GROVE Member
Special Meeting - Community Meeting Kim B. Nguyen-

Center 11300 Stanford Avenue Garden Penaloza

Grove California 92840 Member

Steve Jones

Member

Meeting Assistance: Any person requiring auxiliary aids and services, due to a disability, to address
the City Council, should contact the City Clerk's Office 72 hours prior to the meeting to arrange for
accommodations. Phone: (714) 741-5040.

Agenda Item Descriptions: Are intended to give a brief, general description of the item. The City
Council may take legislative action deemed appropriate with respect to the item and is not limited to
the recommended action indicated in staff reports or the agenda.

Documents/Writings: Any revised or additional documents/writings related to an item on the agenda
distributed to all or a majority of the Council Members within 72 hours of a meeting, are made
available for public inspection at the same time (1) in the City Clerk's Office at 11222 Acacia
Parkway, Garden Grove, CA 92840, during normal business hours; (2) on the City's website as an
attachment to the City Council meeting agenda; and (3) at the Council Chamber at the time of the
meeting.

Public Comments: Members of the public who attend the meeting in-person and would like 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 before the meeting begins. 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

Open Session

6:30 PM
ROLL CALL: MEMBER BRIETIGAM, MEMBER DOVINH, MEMBER
KLOPFENSTEIN, MEMBER NGUYEN-PENALOZA, MEMBER JONES, VICE
PRESIDENT TRAN, PRESIDENT O'NEILL

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

2. CONSENTITEMS

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

2.a. Adoption of a Resolution amending the Debt Management Policy. (Joint
Action Item with the City Council)

2.b. Receive and file minutes from the March 26, 2024, meeting. (Action ltem)

3. MATTERS FROM THE PRESIDENT, BOARD MEMBERS AND GENERAL
MANAGER

4. ADJOURNMENT

The next Regular Sanitary District Meeting is scheduled for Tuesday, April 23,
2024, at 5:30 p.m. in the Community Meeting Center, 11300 Stanford Avenue,
Garden Grove, California 92840.
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Agenda Item - 2.a.
City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Lisa L. Kim From: Patricia Song
Dept.: General Manager Dept.: Finance
Subject: Adoption of a Resolution Date: 4/9/2024

amending the Debt
Management Policy. (Joint
Action Item with the City
Council)

OBJECTIVE

For the Board of the Garden Grove Sanitary District and the City Council to jointly
consider the adoption of a resolution amending the City of Garden Grove Debt
Management Policy.

BACKGROUND

The Board adopted the current Debt Management Policy (the Policy) pursuant to
Resolution No. 3766-17 on January 24, 2017 to comply with state law (SB 1029 -
Government Code Section 8855 (i)). Regularly updated polices and procedures are
important tools to ensure the use of the City’s resources to meet its commitments
and maintain sound financial management practices. Staff is now amending the
Policy to add sections pertaining to the District's disclosure obligations when issuing
new debt, and restructuring the Policy layout for easier reference.

DISCUSSION

The Policy has been restructured into four sections. Section One sets the objectives
of the Policy, which are to maintain accountability for the fiscal health of the City,
enhance transparency of the City’s financing program, attain the best possible credit
rating for each debt issue to reduce borrowing costs, select the most cost effective
method of debt offering, and preserve financial flexibility and meet capital funding
requirements.

Section Two covers seven aspects of the policy standards, including the purpose of
debt issuance, types of allowable debt, methods of debt offering, issuance costs and
fees, debt refunding, debt limits and debt structure.

Much of the amendments were included in Section Three, Compliances. Compliance
requirements cover from the use and investment of debt proceeds, arbitrage rebate
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calculation, post-issuance compliance, and disclosure requirements. The City must
comply with the “anti-fraud rules” of federal securities laws and regulations that are
enforced by the Security Exchange Commission (SEC). The proposed amendment
ensures that the City continues to comply with all applicable disclosure obligations
and requirements and the federal securities laws and is also consistent with best
practices as recommended by the Government Finance Officers Association (GFOA)
and the California Society of Municipal Finance Officers (CSMFO).

The last Section of the Policy provides provisions for City staff to utilize professional
services when issuing or refinancing debts.

FINANCIAL IMPACT

The adoption of the resolution to amend the City’s Debt Management Policy does not
have a financial impact. The Policy standardizes the issuance and management of
debt by the City and the District, and promotes accountability, transparency, and
economic growth of the City.

RECOMMENDATION

It is recommended that the Sanitary District Board of Directors:

e Adopt the attached resolution amending the Debt Management Policy.

ATTACHMENTS:
Description Upload Date Type File Name
Attachment 1 - . Attachment_1_-

4/2/2024 Resolut —
Resolution /2/ esolution _San_District_Resolution_Amending_Debt_Policy.pdf
Attachment 2 - Debt - Attachment_2_-

. 4/2/2024 Exhibit - )

Management Policy 12/ xnib! _Debt_Management_Policy_2024.pdf
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GARDEN GROVE SANITARY DISTRICT
RESOLUTION NO.

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE GARDEN GROVE
SANITARY DISTRICTAPPROVING AN AMENDMENT TO THE CITY OF
GARDEN GROVE DEBT MANAGEMENT POLICY

WHEREAS, the District Board has adopted a Debt Management Policy pursuant to District
Resolution No. 3766-17;

WHEREAS, from time to time the District incurs debt and other obligations (collectively,
“Obligations”) in order to fund or refund capital investments, or other short-term and long-term
programs; and

WHEREAS, in offering Obligations to the public, and at other times when the District
makes certain reports, the District must comply with the “anti-fraud rules” of federal securities
laws (the “anti-fraud rules” includes Section 17 of the Securities Act of 1933 [15 U.S.C. § 77a, et
seq.] and Section 10(b) of the Securities and Exchange Act of 1934 [15 U.S.C.A. § 78j], and
regulations promulgated by the Securities and Exchange Commission under those Acts
(particularly “Rule 10b-5” under the 1934 Act at 17 C.F.R. § 240.10b-5); and

WHEREAS, the Board desires to amend the Debt Management Policy to ensure the
compliance with the federal securities laws in connection with the offering of Obligations to the
public as well as other rules and regulations.

WHEREAS, the City of Garden Grove City Council has concurrently herewith adopted the
same Debt Management Policy on behalf of the City’s related agencies; and

WHEREAS, the City of Garden Grove City Council serves as the ex officio Board of
Directors of the District.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Garden Grove
Sanitary District that the Debt Management Policy adopted by the City of Garden Grove be
approved, adopted, and applicable to debt issued by the District.

PASSED AND ADOPTED this 9th day of April, 2024.

President

ATTEST:

Secretary

Page 5 of 25



STATE OF CALIFORNIA )
COUNTY OF ORANGE ) Ss.
CITY OF GARDEN GROVE )

I, Teresa Pomeroy, Secretary of the Garden Grove Sanitary District, do hereby certify that

the foregoing Resolution was duly adopted by the Board of the Garden Grove Sanitary District at

a meeting held on the 9th day of April, 2024 and was approved by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

MEMBERS:

MEMBERS:

MEMBERS:

MEMBERS:

BY:

Secretary
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City of Garden Grove

DEBT MANAGEMENT POLICY

Amended April 2024
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CITY OF GARDEN GROVE
DEBT MANAGEMENT POLICY

This Debt Management Policy (the Policy) is enacted to standardize the issuance and
management of debt by the City of Garden Grove and its component units.

The Policy applies to all debt issued by the City and its component units. To ensure
the efficient use of the City's resources to meet its commitments and the needs of
the citizens, and to maintain sound financial management practices, the Policy may
be updated and resubmitted to the City Council periodically. These guidelines are for
general use and allow for exceptions under extraordinary conditions.

The Policy is intended to comply with all applicable Government Codes, rules and
regulations.

1. OBJECTIVES

The primary objectives of the Policy are:
¢ Maintain accountability for the fiscal health of the City;
e Enhance transparency of the City’s financing programs;
e Attain the best possible credit rating for each debt issue to reduce
borrowing costs;
e Select the most cost effective method of debt offering; and
e Preserve financial flexibility and meet capital funding requirements.

Debt, properly issued and managed, is a critical element in any financial
management program. It assists in the City’s effort to allocate limited resources
to provide the highest quality of service to the public. A properly managed debt
program promotes economic growth and enhances the vitality of the City of
Garden Grove for its residents and businesses.

2. POLICIE COMPONENTS
A. Purpose of Issuance

The City shall integrate its debt issuance with its Capital Improvement Program
(CIP) spending to ensure that planned financing conforms to Council established
priorities and the overall impact of the current and future debt burden. This
planning considers the long-term horizon, paying particular attention to financing
priorities, capital outlays and competing projects.

Long-term borrowing shall be confined to the acquisition and/or construction of
capital improvements and shall not be used to fund operating or maintenance
costs. For all capital projects under consideration, the City shall set aside sufficient
revenue from operations to fund ongoing normal maintenance needs and to
provide reserves for periodic replacement and renewal. Capital improvement
planning shall be conducted in accordance with the City’'s comprehensive
Infrastructure Funding Policy (Council Policy Number 200-12).
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DEBT MANAGEMENT POLICY
PAGE 2

The issuance of debt to fund operating deficits is not permitted. The issuance of
short-term cash-flow instruments is excluded from this limitation.

B. Types of Debt

In order to maximize the financial options available to benefit the public, it is the
policy of the City to allow for the consideration of issuing all generally accepted

types of debt, including, but not exclusive to the following:

e General Obligation (GO) Bonds

General Obligation Bonds are suitable for use in the construction or
acquisition of improvements to real property that benefit the public at large.
Examples of projects include libraries, parks, and public safety facilities.
GO bonds may be considered where there is no other funding source
available to meet project costs.

All GO bonds shall be authorized by the requisite number of voters in order
to pass.

e Revenue Bonds/Certificates of Participation (COPs)

Revenue Bonds are limited-liability obligations tied to a specific enterprise
or special fund revenue stream where the projects financed clearly benefit
or relate to the enterprise or are otherwise permissible uses of the special
revenue. Generally, no voter approval is required to issue this type of
obligation but in some cases, the City must comply with proposition 218
regarding rate adjustments.

The following criteria will be used to evaluate the financing:

1) Revenues available for debt service are deemed to be sufficient and
reliable for the term of the bonds;

2) The project securing the financing is of the type that will support an
investment grade credit rating.

3) Market conditions present favorable interest rates and demand for the
financing.

4) The project has been approved by the City Council either through the
adopted CIP budget or through City Council actions.

5) The project is essential to meet or relieve capacity needs and current
resources are insufficient or unavailable.

6) The useful life of the project or asset to be financed is at least equal to
the term of the bonds to be issued.

This type of obligation is often structured as Lease Revenue Bonds or

Certificates of Participation (COP’s). If so structured, debt service shall not
exceed the fair rental value of the leased asset for the term of the lease.
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DEBT MANAGEMENT POLICY
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Lease-Backed Debt does not constitute indebtedness under the State or the
City’s constitutional debt limit and does not require voter approval. Lease
Revenue Bonds may be issued by the Garden Grove Public Financing
Authority on behalf of the City.

e Joint Powers Authority (JPA) Revenue Bonds

As an alternative to COPs, the City may obtain financing through the
issuance of debt by a joint exercise of powers agency with such debt
payable from amounts paid by the City under a lease, installment sale
agreement, or contract of indebtedness.

e Loans
The City is authorized to enter into loans, installment payment obligations,
or other similar funding structures secured by a prudent source, or sources

of repayment.

e Special Assessment/Special District Debt:

The City will consider requests from developers for the use of debt financing
secured by property based assessments or special taxes in order to provide
for necessary infrastructure for new development under guidelines adopted
by City Council, which may include minimum value-to-lien ratios and
maximum tax burdens. Examples of this type of debt are Assessment
Districts (AD) and Community Facilities Districts (CFD) or more commonly
known as Mello-Roos Districts. In order to protect bondholders as well as
the City’s credit rating, the City will also comply with all State guidelines
regarding the issuance of special district or special assessment debt.

e Tax Allocation Bonds

Tax Allocation Bonds are special obligations that are secured by the
allocation of tax increment revenues that are generated by increased
property taxes in the designated redevelopment area. Tax Allocation Bonds
are not debt of the City. Due to changes in the law affecting California
redevelopment agencies with the passage of ABX1 26 (as amended, the
Dissolution Act) as codified in the California Health and Safety Code, the
Garden Grove Agency for Community Development (RDA) was dissolved as
of February 1, 2012, and its operations substantially eliminated but for the
continuation of certain enforceable RDA obligations to be administered by
the Successor Agency to the Garden Grove Agency for Community
Development (Successor Agency). The Successor Agency may issue Tax
Allocation Bonds to refinance outstanding obligations of the RDA, subject
to limitations included in the Dissolution Act.
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DEBT MANAGEMENT POLICY
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e Multi-Family Mortgage Revenue Bonds

The City is authorized to issue mortgage revenue bonds to finance the
development, acquisition, and rehabilitation of multi-family rental projects.
The interest on the bonds can be exempt from Federal and State taxation.
As a result, bonds provide below market financing for qualified rental
projects. In addition, the bonds issued can qualify projects for allocations
of Federal low-income housing tax credits, which can provide a significant
portion of the funding necessary to develop affordable housing.

¢ HUD Section 108 Loan Guarantee Program

The U.S. Department of Housing and Urban Development (HUD) Section
108 Loan Guarantee Program allows cities to use their annual Community
Development Block Grant (CDBG) entitlement grants to obtain federally
guaranteed funds large enough to stimulate or pay for major community
development and economic development projects. The program does not
require a pledge of the City’s General Fund, only of future CDBG
entitlements. By pledging future CDBG entitlement grants as security, the
City can borrow at favorable interest rates because of HUD’s guarantee of
repayment to investors.

e Conduit Financing

The City may sponsor conduit financing for the activities that have a general
public purpose and are consistent with the City's overall service and policy
objectives, including economic development, housing, and public health. All
conduit financing must insulate the City completely from any credit risk or
exposure. The City will determine if it is interested in considering a request
for conduit financing and establish the ground rules for evaluating the
request on a case by case basis with the following criteria and procedures:

1) There is a clearly articulated public purpose in providing the conduit
financing.

2) The applicant is capable of achieving this public purpose.

3) The proposed financing meets the City’s minimum credit standards for
conduit financings.

4) The Finance Director in consultation with the City’s municipal advisor
reviews the proposed terms of the financing to determine if the project
is appropriate for City sponsorship and that the proposed financing
structure will adequately insulate the City from any and all financial
risks.
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DEBT MANAGEMENT POLICY
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5) The City’s bond counsel will review the terms of the financing, and
render an opinion that there will be no liability to the City in issuing the
bonds on behalf of the applicant.

6) Present the evaluation results and recommendation to the City Council
for the approval of the conduit financing request.

The City may, at its sole discretion, require additional protections including
but not limited to asset appraisals, financial audits of the non-City
participants, and additional security.

The City may seek an initial deposit and issuer fee to cover costs relate to
such financing and may request for reimbursement if additional costs are
incurred.

The City Council may elect to participate in other conduit type financings
that are administered by County or statewide financing authorities if it is
determined to be in the best interest of the City. As stated above, there
must be no liability or risk to the City to participate in these programs.
Additional deposits or fees shall be determined by the Finance Director
based on the specifics of the financing.

The City may from time to time find that other forms of financing would be
beneficial to further its public purposes and may approve such debt without an
amendment of this Policy.

C. Method of Offering

The City shall evaluate the best method of sale for each proposed bond issue,
including:

e Competitive sale

In a competitive sale, bids for the purchase of the bonds are opened at a
specified place and time and are awarded to the underwriter whose
confirming bid represents the lowest true interest cost to the City.

e Negotiated sale

When a negotiated sale is deemed advantageous in consultation with the
City’s Municipal Advisor, the Finance Director shall negotiate the most
competitive pricing on debt issues and underwriter discounts in order to
ensure the best value to the City. In a negotiated sale, the underwriter
may be selected based on a formal RFP process. The City, with the
assistance of its municipal advisor, shall evaluate the RFP on prices, interest
rates, fees, and discounts. Criteria for selection will be determined on a
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DEBT MANAGEMENT POLICY
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case by case basis. No debt issue will be sold on a negotiated basis without
an independent municipal advisor.

e Private placement

In certain instances, the City may determine to utilize private placements
or offerings to specially defined or otherwise limited investor types, but will
only do so in the absence of other avenues for acquiring the required capital
in @ more cost effective manner or in instances where the purpose is
determined to be of significant strategic importance to the City. Any and all
private placement offerings which do not include a private placement
memorandum (executed by the City) in compliance with Securities and
Exchange Commission Rule 15c2-12 prepared by counsel delivery, a 10b5
Opinion, shall require the purchaser(s) to each deliver a “Sophisticated
Investor Letter” prepared in a form acceptable to the City’s bond counsel
where the buyer(s) represent they have completed their own due diligence
regarding the investment, have not relied on information provided by the
City except as explicitly stipulated therein, and are able and qualified to
purchase without an official statement or disclosure document prepared in
compliance with federal and/or state securities laws.

D. Cost and Fees
All costs and fees related to the issuance of debt will be paid out of debt
proceeds. An amount will be determined at the time of the issuance to
reimburse the City for costs incurred based on the time factors and complexity
of the issue.

Where applicable, the annual, recurring costs to the City of administering the
debt are charged to the appropriate debt service, enterprise or agency funds.

E. Refunding Debt
Periodic reviews of all outstanding debt will be undertaken by the Finance
Director and the City’s municipal advisor to determine refunding (refinancing)
opportunities.
The purpose of the refinancing may be to:
e Achieve or monetize debt service cost savings;

e Eliminate restrictive or burdensome bond covenants;

e Restructure debt to shorten the duration of repayment, relieve debt service
spikes, reduce volatility in interest rates or free up reserve funds, or

e Alter debt characteristics such as call provisions or payment dates.

Page 14 of 25



DEBT MANAGEMENT POLICY
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Generally, the City shall strive to achieve a minimum of 3% present value
savings for a current refunding and a minimum of 5% present value savings
for an advance refunding, net of issuance costs. Upon the advice of the
Finance Director and with the assistance of a municipal advisor and bond
counsel, the City will consider undertaking refundings for other than economic
purposes upon a finding that such a restructuring is in the City’s overall best
financial interest.

F. Debt Limits

The City will keep outstanding debt within the limits prescribed by State of
California statutes and at levels consistent with credit objectives. There is no
statutory restriction on the amount of revenue bonds that can be outstanding
at any given time. However, each proposed financing will be individually
assessed by the Finance Director and subject to the approval of the City
Council.

G. Debt Structure

The City will normally issue debt with an average term of 30 years or less. The
structure should approximate level debt service for the term where it is
practical. Debt will be structured in such a way as to avoid increasing debt
service payments in subsequent years, with the exception of the first and
second year of a debt payoff schedule. Variable rate debt may be considered
for utility debt when determined to be in the best interest of the City. There
will always be at least interest paid in the first fiscal year after debt issuance
and principal starting no later than the second fiscal year. Capitalized Interest
will not be for a period of more than one year except for a City initiated project
where the construction period exceeds one year.

3. COMPLIANCE

When issuing debt, in addition to complying with the terms of this Policy, the City
shall comply with any other applicable policies regarding initial bond disclosure,
continuing disclosure, post-issuance compliance, and investment of bond
proceeds. The Director of Finance has the responsibility to determine and oversee
internal control procedures to ensure compliance.

The City will periodically review the requirements of and will remain in compliance
with the following:

e Federal securities law, including any continuing disclosure undertakings
under SEC Rule 15c2-12;

e Any federal tax compliance requirements, including without limitation
arbitrage and rebate compliance, related to any prior bond issues;
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e The City’s investment policies as they relate to the investment of bond
proceeds; and

e Government Code section 8855(k) and the annual reporting requirements
therein.

A. Use of Proceeds

The City shall be vigilant in using bond proceeds in accordance with the stated
purpose at the time that such debt was issued. Whenever reasonably
possible, proceeds of debt will be held by a third-party trustee and the City
will submit written requisitions for such proceeds. The City will submit a
requisition only after obtaining the signature of the City Manager or the
Director of Finance.

B. Investment of Proceeds

The City shall comply with all applicable Federal, State and contractual
restrictions regarding the investment of bond proceeds. This includes
compliance with restrictions on the types of investment securities allowed,
restrictions on the allowable yield of invested funds as well as restriction on
the time period over which the proceeds may be invested.

C. Arbitrage Rebate

Due to the complexity of arbitrage rebate regulations and the severity of non-
compliance penalties, the City shall contract with an independent consultant
for preparation of the arbitrage rebate calculation in accordance with the IRS
code and regulations.

The City shall maintain an internal system for tracking expenditure of bond
proceeds and investment earnings by each issue with the assistance from its
fiscal agent(s).

D. Post-Issuance Compliance

Tax-exempt bonds issued by the City retain their tax-exempt status
throughout the life of the issue if all applicable federal tax laws are satisfied
while the bonds are outstanding. Various requirements apply under the
Internal Revenue Code and Income Tax Regulations including information
filing and other requirements related to issuance, the proper and timely use
of bond-financed property, and arbitrage vyield restriction and rebate
requirements.

The Finance Director is responsible for ensuring that the rules are met at the
time the bonds are issued and throughout the term of the bonds. This
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requires coordination and accountability on the part of other City
departments with respect to the expenditure of bond proceeds and the
continued proper use and operation of the facilities financed. It also requires
proper maintenance of records sufficient to establish compliance with all
applicable federal tax requirements until three years after the final maturity
of the bonds.

Specific written procedures are on file with the Finance Department for the
ongoing administration and maintenance of the City’s bond issues. These
written procedures address the internal control procedures used to ensure
that debt proceeds are directed for their intended use.

E. Disclosure Requirements

In offering obligations to the public, and at other times when the City makes
certain reports, the City must comply with the “anti-fraud rules” of federal
securities laws (the “anti-fraud rules” includes Section 17 of the Securities
Act of 1933 [15 U.S.C. § 77a, et seq.] and Section 10(b) of the Securities
and Exchange Act of 1934 [15 U.S.C.A. § 78j], and regulations promulgated
by the Securities and Exchange Commission under those Acts (particularly
“Rule 10b-5"” under the 1934 Act at 17 C.F.R. § 240.10b-5).

The core requirement of these rules is that potential investors in obligations
must be provided with all “material” information relating to the offered
obligations. The information provided to investors must not contain any
material misstatements, and the City must not omit material information
which would be necessary to provide to investors a complete and transparent
description of the obligations and the City’s financial condition.

When the City issues obligations, the two central disclosure documents which
are prepared are a preliminary official statement ("POS”) and a final official
statement (“"OS”); collectively with the PQOS, "“Official Statement”). The
Official Statement includes pertinent information to assist investors in
making informed investment decisions regarding the City’s obligations.

e Engagement of Outside Disclosure Counsel

The City engages outside legal counsel with expertise in securities laws
for advice with respect to the City’s disclosure obligations and
requirements under the federal securities laws (“Disclosure Counsel”).
Disclosure Counsel assists the City in preparing the Official Statement and
reviews all new data and updates to the Official Statement. Throughout
the process of receiving and incorporating material, Disclosure Counsel
provides advice as to standards of materiality and other securities law
issues. Disclosure Counsel has a confidential, attorney-client relationship
with the City.
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Disclosure Counsel provides a negative assurance letter to the
underwriters as to the disclosure set forth in the Official Statement for
each Obligation. The letter advises the underwriters that, as a matter of
fact and not opinion, no information came to the attention of the attorneys
working on the transaction which caused them to believe that the Official
Statement as of its date and as of the date of their letter (except for any
financial, statistical, economic or demographic data or forecasts, charts,
tables, graphs, estimates, projections, assumptions or expressions of
opinion, and other customary exclusions), contained or contains any
untrue statement of a material fact or omitted or omits to state any
material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading.

e Disclosure Process

When the City determines to issue obligations, Department Directors shall
commence the preparation of the Official Statement sections for which
they are responsible. Additionally, all participants in the disclosure
process are separately responsible for reviewing the entire Official
Statement.

The Disclosure Counsel and the City’s Municipal Advisor shall assist the
Finance Director and City Manager in determining the materiality of any
particular item, and the development of specific language in the Official
Statement. The Finance Director shall manage the process of reviewing
the POS and OS, as well as all other disclosure and offering documents,
and will send comments to the assigned disclosure counsel for each
particular obligation. The drafts of all disclosure and offering documents
shall be reviewed by the financing team working group (which includes,
City officials, municipal advisor, Bond and Disclosure counsel, the
underwriter and the underwriter’s counsel) and other assigned parties.

Before distributing a POS to potential investors, there is a formal meeting
which includes City officials involved in the preparation of the POS and
the underwriters and their counsel, during which the Official Statement is
reviewed in its entirety. This is referred to as a “due diligence” meeting.

In connection with the closing of the transaction, one or more senior City
officials execute certificates stating that certain portions of the OS do not
contain any untrue statements of material information or omit to state
any material information necessary to make the statements contained in
the OS, not misleading.

e Development of Information for the Obligation

The following principles govern the work of the respective City personnel
that contribute information to the disclosure and offering documents:
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- City employees involved in the disclosure process are responsible for
being familiar with federal securities laws as they relate to disclosure.

- City employees involved in the disclosure process should be instructed
to err on the side of raising issues when preparing or reviewing
information for disclosure. Officials and other personnel are
encouraged to consult with Disclosure Counsel if there are questions
regarding whether an issue is material or not.

- The process of updating Official Statements from transaction to
transaction should not be viewed as being limited to updating tables
and numerical information. While it is not anticipated that there will be
major changes in the form and content of the Official Statements,
everyone involved in the process should consider the need for
revisions in the form, content and tone of the sections for which they
are responsible at the time of each update.

- The City must make sure that the particular officials involved in the
disclosure process are of sufficient seniority such that it is reasonable
to believe that, collectively, they are in possession of material
information relating to the City and its finances.

e Training

Periodic training for the personnel involved in the preparation of the all
disclosure and offering documents is coordinated by the office of the
Finance Director, with the assistance of Disclosure Counsel. These training
sessions are provided to identify relevant disclosure information to be
included in all disclosure and offering documents. The training sessions
also provide an overview of federal laws relating to disclosure, situations
in which disclosure rules apply, the purpose of the offering documents
(such as, the POS & 0OS), a description of previous SEC enforcement
actions and a discussion of recent developments in the area of municipal
disclosure.

e Annual Continuing Disclosure Requirements

In connection with issuing of debt, the City enters into a number of
agreements (“Continuing Disclosure Certificates”) to provide annual
reports related to its financial condition (including its audited financial
statements) as well as notice of certain events relating to the Obligations
specified in the Continuing Disclosure Certificates. The City must comply
with the specific requirements of each Continuing Disclosure Certificate.
The City’s Continuing Disclosure Certificates generally require that the
annual reports be filed within nine months after the end of the City’s fiscal
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year, and event notices are generally required to be filed within 10 days
of their occurrence.

Specific events which require “enumerated event” notices are set forth in
each particular Continuing Disclosure Certificate.

The Finance Director is responsible for preparing and filing the annual
reports and enumerated event notices required pursuant to the
Continuing Disclosure Certificates and for other secondary market
disclosures as described under the caption "“Secondary Market
Disclosure.” Particular care must be paid to the timely filing of any
changes in credit ratings on obligations (including changes resulting from
changes in the credit ratings of insurers of particular obligations).

The City Attorney or Finance Director will provide written notice to the
City Council and the Board of Directors of the Authority of any receipt by
the City or the Authority of any default, event of acceleration, termination
event, modification of terms (only if material or may reflect financial
difficulties), or other similar events (collectively, a “Potentially Reportable
Event”) under any agreement or obligation to which the City is a party
and which may be a “financial obligation”. If filing on Electronic Municipal
Market Access ("EMMA") is required, the filing is due within 10 business
days of such Potentially Reportable Event to comply with the continuing
disclosure undertaking for the various debt obligations of the City. The
Finance Director will notify the City Council and the Board of Directors of
the Authority of such events.

The City Attorney or Finance Director will report to the City Council and
the Board of Directors of the Authority regarding the execution by the City
of any agreement or other obligation which might constitute a “financial
obligation” for purposes of disclosure requirements of SEC Rule 15c2-12.
The Finance Director shall determine whether such agreement or other
obligation constitutes a material “financial obligation”. The types of
agreements of other obligations that could constitute “financial
obligations” and would need to be reported on EMMA include:

1) Bank loans or other obligations which are privately placed;
2) State or federal loans;

3) Commercial paper or other short-term indebtedness for which no
offering document has been filed on EMMA;

4) Letters of credit, surety policies or other credit enhancement with
respect to the City’s publicly offered debt;

5) Letters of credit, including letters of credit which are provided to third
parties to secure the City’s obligation to pay or perform (an example
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of this is a standby letter of credit delivered to secure the City's
obligations for performance under a mitigation agreement);

6) Capital leases for property, facilities, fleet or equipment; and

7) Agreements which guarantee the payment or performance obligations
of a third party (regardless of whether the agreements constitute
guarantees under California law).

Types of agreements that could be a “financial obligation” under the Rule
include:

1) Payment agreements which obligate the City to pay a share of another
public agency’s debt service (for example, an agreement with a joint
powers agency whereby the City agrees to pay a share of the joint
powers agency’s bonds, notes or other obligations); and

2) Service contracts with a public agency or a private party pursuant to
which the City is obligated to pay a share of such public agency or
private party’s debt service obligation (for example, certain types of
Public-Private Partnership arrangements).

Additionally, agreements that may be a “financial obligation” subject to
the Rule include payments under which are not characterized as an
operation and maintenance expenses for accounting purposes if such
agreement could be characterized as the borrowing of money.

The Finance Director will continue to work with the City Attorney and Bond
and Disclosure Counsel to refine the definition of financial obligation going
forward based on future SEC guidance.

e Secondary Market Disclosure

On February 7, 2020, the SEC released a staff legal bulletin (the
“Bulletin”) concerning secondary market disclosure in the municipal bond
market. The Bulletin included SEC views on a variety of matters including,
without limitation, the applicability of the federal securities law to public
agency websites, reports delivered to governmental and institutional
bodies and statements made by public officials including elected board
members. Documents, reports and other written statements of the City
which contain current financial and operational conditions of the City will
be included in a section of the City’s website appropriately identified. The
City and its Bond and Disclosure Counsel have reviewed the Bulletin and
have incorporated certain SEC staff recommendations into this Policy and
into disclosure training for staff and City Council members. The City and
its Bond and Disclosure Counsel will be cognizant of those reviews and
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will consider whether those reviews require the City to make secondary
market disclosures.

4. PROFESSIONAL ASSISTANCE

The City shall utilize the services of independent municipal advisors and bond
counsel on all debt financings. The Finance Director shall have the authority to
periodically select service providers as necessary to meet legal requirements and
minimize cost. Such services, depending on the type of financing, may include
municipal advisory, underwriting, trustee, bond counsel, disclosure counsel,
verification agent, escrow agent, arbitrage consulting, continuing disclosure, and
special tax consulting. Depending upon the circumstances, service providers may
be selected through a competitive process when appropriate.
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Agenda Item - 2.b.

City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Lisa L. Kim From: Teresa Pomeroy
Dept.: General Manager Dept.: Secretary
Subject: Receive and file minutes Date: 4/9/2024

from the March 26, 2024,
meeting. (Action Item)

Attached are the minutes from the meeting held on March 26, 2024, recommended to
be received and filed as submitted or amended.

ATTACHMENTS:
Description Upload Date Type File Name
Minutes 4/3/2024 Minutes sd-min_03_26_2024.pdf
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MINUTES
GARDEN GROVE SANITARY DISTRICT BOARD OF DIRECTORS
Regular Meeting
Tuesday, March 26, 2024

Community Meeting Center
11300 Stanford Avenue, Garden Grove, CA 92840

CONVENE MEETING

At 6:50 p.m., Vice President Tran convened the meeting in the Council Chamber.

ROLL CALL PRESENT: (6) Members Brietigam, DoVinh, Jones,
Klopfenstein, Nguyen-Penaloza, Vice
President Tran

ABSENT: (1) President O'Neill

ORAL COMMUNICATIONS

Speakers: Rubi Garcia, Julian de la O, Claire Bischoff, Randy Wetmar, Nicholas
Dibs, Andrew Gonzales, Verla Lambert, Maureen Blackmun

Written Communications: Leslie Nelson, Elvia Dieguez
RECESS
At 7:06 p.m. Vice President Tran recessed the meeting.

RECONVENE

At 7:09 p.m., Vice President Tran reconvened the meeting with all Members
present.

RECEIVE AND FILE MINUTES FROM THE MEETING HELD ON FEBRUARY 27, 2024
(F: Vault)

It was moved by Member Brietigam, seconded by Member Nguyen-Penaloza that:
Minutes from the meeting held on February 27, 2024, be received and filed.

The motion carried by a 6-0-1 vote as follows:
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Ayes: (6) Brietigam, DoVinh, Klopfenstein,
Nguyen-Penaloza, Jones, Tran

Noes: (0) None

Absent: (1) O'Neill

ADJOURNMENT

At 7:11 p.m., Vice President Tran adjourned the meeting. The next Regular Sanitary
District Meeting is scheduled for Tuesday, April 23, 2024, at 5:30 p.m. in the
Community Meeting Center, 11300 Stanford Avenue, Garden Grove, California.

Teresa Pomeroy
Secretary
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