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AN ORDINANCE AMENDING THE SAN DIEGO MUNICIPAL 
CODE BY AMENDING CHAPTER 2, ARTICLE 2, DIVISION 1, 
SECTION 22.0101.5, ENTITLED "PERMANENT RULES OF 
THE COUNCIL," BY AMENDING RULE 6.1 AND ADDING A 
NEW RULE 6.11.6; AMENDING CHAPTER 2. ARTICLE 2, BY 
ADDING NEW DIVISION 43, TITLED "AUDIT COMMITTEE", 

• AND ADDING NEW SECTIONS 22.4301, 22.4302, 22.4303, 
22.4304, AND 22.4305; AMENDING CHAPTER 2, ARTICLE 6, 
BY REPEALING DIVISION 17, TITLED "FINANCIAL 
REPORTING OVERSIGHT BOARD", AND BY REPEALING 

- SECTIONS 26.1701. 26.1702,26.1703, 26.1704, 26.1705 AND 
26.1706 IN THEIR ENTIRETY; AMENDING CHAPTER 2, 
ARTICLE 2. DIVISION 41, TITLED "SECURITIES 
DISCLOSURE", BY AMENDING SECTIONS 22.4101, 22.4105, 
22.4106, 22.4109, AND 22.4112; AMENDING CHAPTER 2, 
ARTICLE 2, DIVISION 3, TITLED "CITY ATTORNEY", BY 
.AMENDING SECTION 22.0304; AMENDING CHAPTER 2, 
ARTICLE 2, DIVISION 7, TITLED "CITY AUDITOR AND 
COMPTROLLER", BY AMENDING SECTION 22.0708; ALL 
RELATED TO A NEW AUDIT COMMITTEE. 

WHEREAS, on December 6, 2006 at a special meeting, the City Council established an 

Interim Audit Committee and directed the City Attorney to draft an ordinance to amend the 

Permanent Rules of the Council to establish an Audit Committee as a standing committee of the 

City Council, and directed that the Audit Committee prepare a written Charter; and further 

directed that the Financial Reporting Oversight Board be eliminated as being redundant to the 

Audit Committee; and i'l 

WHEREAS, on January 9, 2007, the City Council adopted the "San Diego City Council 

Temporary Rules Establishing the Audit Committee" until such time that the Permanent Rules of 

the City Council are amended and directed that the Audit Committee develop and recommend a 

Charter containing the duties and responsibilities of the Audit Committee; and 

WHEREAS, on February 26, 2007, the Audit Committee proposed amendments to the 
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San Diego City Council Temporary Rules Establishing the Audit Committee, discussed and 

adopted an "Audit Committee Charter", and discussed and received a "Statement of Operating 

Principles" issued by the Mayor, a copy of which is attached for references purposes only as 

Exhibit A, and directed that the Audit Committee Charter be added to the Municipal Code; and 

WHEREAS, under Charter section 2S0(a)(l) this ordinance is not subject to veto by the 

Mayor because this matter is exclusively within the purview of the City Council and not 

affecting the administrative service of the City under the control of the Mayor; NOW, 

THEREFORE, 

BE IT ORDAINED, by the Council of the City of San Diego, as follows: 

Section I. That Chapter 2, Article 2, Division I, of the San Diego Municipal Code is 

hereby amended by amending Section 22.0101.5, Rule 6.1, and by adding Rule 6. J 1,6, titled 

"Audit Committee," as follows; 

§ 22.0101.5 - Permanent Rules of the Council 

Rule 1 through Rule 5.2. [No change in text.] 

Rule 6: STANDING AND SPECIAL COMMITTEES 

6.1 Creation of Standing Committees (former Rule 10} 

The Council hereby creates six standing committees as follows; 

(a) through (e) [No change to text.] 

(f) Audit Committee 

Rule 6.2 through Rule 6.11.5 [No change to text] 

Rule 6.11.6 Audit Committee 

(a) The Audit Committee shall be composed of three voting Council 

members. Whenever possible, on a going forward basis, the terms 

of Audit Committee members should be arranged to ensure that 
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(b) The Committee shall be comprised of three voting Council members. The 

termsof the members, whenever possible, shall be arranged to ensure that 

there is always at least one experienced member of the Committee. 

(c) The Committee shall meet periodically as it determines. It shall conduct 

its meetings in accordance with this Charter, the procedures of the 

Council, the requirements of California law and such other lawful 

procedures as the Committee may adopt. The Committee may, consistent 

with California iaw, meet in closed session when determined necessary, 

including for personnel matters. 

§ 22.4303 Resources 

(a) The Committee shall be advised, from time-to-time, by an ad hoe advisory 

committee, created and established only for the purpose of advising on 

questions with clearly defined objectives, and shall be temporary in nature, 

and shall be dissolved upon the completion of the objectives for which the 

advisory committee was created. The advisory committee shall initially 

consist of at least three members, one member who shall be appointed by 

the Mayor and two members who shall be appointed by the Committee. 

Any additional members shall be appointed jointly by the Mayor and the 

Committee. The advisory committee members shall be citizens selected 

for their accounting or audit expertise or financial management expertise. 

Each of the members shall serve without compensation. 

(b) The Committee may, from time to time, retain professional consultants as 

it considers necessary to carry out its functions. The Committee shall be 

provided with appropriate funding, as determined by the Committee and 
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approved by the City Council, for payment of compensation to any such 

consultants and advisors and any outside auditor, as well as for any 

ordinary administrative expenses of the Committee that it determines are 

necessary or appropriate in carrying out its responsibilities. 

§ 22.4304 Complaint Procedures 

Any issue of significant financial misconduct shall be brought to the attention of 

the Committee for its consideration. In this connection, the Committee shall 

establish procedures for: 

(a) the receipt, retentionand treatment of complaints received by the 

City regarding internal financial controls or financial auditing 

matters and 

(b) the confidential, anonymous submission by employees of the City 

of concerns regarding questionable financial or auditing matters. 

§ 22.4305 Key Responsibilities 

(a) The Committee's role is one of oversight, and it is recognized that the 

Mayor is responsible for preparing the City's financial statements and that 

the outsideauditor, which is ultimately accountable to the Committee, is 

responsible for auditing those financial statements. 

(b) The following functions shall be the common recurring activities of the 

Committee in carrying out its oversight role. The functions are set forth as 

a guide and may be varied and supplemented from time to tune as 

appropriate, under the circumstances. 

(1) Appointment of Outside Auditor. The Committee shall have direct 

responsibility, with appropriate consultation with the Mayor, for 
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the appointment, compensation, retention and where appropriate, 

replacement of any registered public accounting firm selected to be 

the City's outside auditor for the purpose of preparing or issuing an 

audit report or performing other audit, review or attest services for 

the City. The Committee shall provide oversight of the work of 

the outside auditor and, consistent with the requirements of the 

City Charter and California law, may meet with the outside auditor 

outside the presence of the Mayor to discuss the audit and the 

City's fiscal affairs. 

(2) Disclosure Controls and Procedures. The Committee shall review . 

periodically with the Disclosure Practices Working Group and the 

Mayor the City's disclosure controls and procedures, and shall 

review and evaluate the annual report on the City's disclosure 

controls and procedures made by the Disclosure Practices Working 

Group and provide to the Disclosure Practices Working Group, the 

Mayor, and the City Council any comments or recommendations it 

may have. 

(3) Internal Controls. The Committee shall discuss periodically with 

the. Mayor and the outside auditor the quality and adequacy of the 

City's internal controls over financial reporting and internal 

financial auditing procedures, including any significant 

deficiencies or material weaknesses in the design or operation of 

those controls which could adversely affect the City's ability to 

record, process, summarize or report financial data and any fraud, 

-PAGE 7 OF 13- Q~ 19612 



002100 ' ' (O-2007-122) 

whether or not material, that involves the Mayor or other 

employees who have a significant role in the City's financial 

internal controls, and discuss with the outside auditor how the 

City's financial systems and controls compare with practices in the 

municipal sector. 

(4) Internal Auditing. The Committee shall make recommendations, 

along with the City Council, the Mayor, and the City Attorney, for 

matters to be included in the Annual Audit Work Plan developed 

by the internal auditor as part of the internal audit function, which 

shall focus on financial reporting, completion of the City's 

Comprehensive Annual Financial Reports for fiscal years 2004 

through 2007, and the City's internal controls over financial 

reporting, and which shall recognize the need to prioritize 

workload according to available resources, budget and critical . 

needs. The Committee shall review and comment on the Annual 

Audit Work Plan and monitor its progress on at least a quarterly 

basis. The Committee shall review the results of internal financial 

audits and monitor the follow-up on recommendations. Consistent 

with the requirements of the City Charter and California law, the 

Committee may meet with the internal auditor outside the presence 

of the Mayor to discuss the internal financial audit. 

(5) Accounting Policies. The Committee shall review periodically with 

the Mayor and the outside auditor the quality, as well as 

acceptability, of the City's accounting policies, and discuss with 
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the outside auditor how the City's accounting policies compare 

with those in the municipal sector and all alternative treatments of 

financial information within generally accepted accounting 

principles that have been discussed with the Mayor, the 

ramifications of use of such alternative disclosures .and treatments 

and the treatment preferred by the outside auditor. 

(6) Pre-approval of All Audit Sendees and Permitted Non-Audit 

Sendees. The Committee shall approve, or establish procedures for 

representatives of the Committee to approve, in advance, all audit 

services and all permitted non-audit services to be provided to the 

City by the outside auditor in order to ensure the outside auditor's-

independence. 

(7) Annual Audit. In connection with the annual audit of the City's 

financial- statements, the Committee shall: 

(A) Request from the outside auditor a formal written statement 

delineating all relationships between the outside auditor 

and the City consistent with Independence Standards Board . 

Standard No. I and any other applicable auditing 

. . requirements, discuss with the outside auditor any such 

disclosed relationships and their impact on the outside 

. , auditor's objectivity and independence, and take 

appropriate action to oversee the independence of the 

outside auditor. 
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(B) After appropriate consultation with the Mayor, recommend 

to the'City Council the selection and the terms of the 

engagement of the outside auditor. 

(C) Review with the Mayor and the outside auditor the audited 

financial statements to be included in the City's 

Comprehensive Annual Financial Report, and provide to 

' the Mayor any comments or recommendations it may have, 

and review and consider with the outside auditor the 

matters required to be discussed by Statement on Auditing 

. Standards No. 61. 

• (D) Perform the procedures set forth below in "Financial 

Reporting Procedures" with respect to the annua] financial 

statements to be reported. 

(E) Review with the Mayor and the outside auditor the City's 

critical accounting policies and practices. 

(F) Recommend to the Council whether, based on the reviews 

and discussions referred to above, the annual financial 

statements should be issued by the City. 

(8) Continuing Reporting. In connection with the City's preparation of 

its continuing reporting of financial information, the Committee 

shall: 

(A) Review the City's financial infonnation to be included in 

the City's continuing reports, and discuss them with the 

Mayor and, to the extent appropriate, the outside auditor. 
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(B) Perform the procedures set forth below in "Financial 

Reporting Procedures" with respect to the financial 

information to be included in the continuing reports. 

(9) Financial Reporting Procedures. In connection with the 

Committee's review of each reporting of the City's annual or 

continuing financial information, the Committee shall: 

(A) Discuss with the outside auditor, to the extent appropriate, 

whether all material correcting adjustments identified by 

the outside auditor in accordance with generally accepted 

, accounting principles are reflected in the City's financial 

statements. 

(B) Review with the outside auditor all material 

communications between the outside auditor and the 

Mayor, such as any letter or schedule of unadjusted 

differences. 

(C) Review with the Mayor and the outside auditor any 

material financial or other arrangements of the City which 

do not appear on the City's financial statements and any 

transactions or courses of dealing with third parties that are 

significant in size or involve terms or other aspects that 

differ from those that would likely be negotiated with 

independent parties, and which arrangements or 

transactions are relevant to an understanding of the City's 

financial statements. 
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(D) Resolve any disagreements between the Mayor and the 

outside auditor regarding financial reporting. 

(10) Securities Law Compliance. The Committee shall review and 

evaluate the City's compliance with its obligations under federal 

and state securities laws with respect to securities issued by the 

City and by the "related entities," as defined in San Diego 

Municipal Code section 22.1702, and provide to the Disclosure 

Practices Working Group, the Mayor, and the City Council any 

comments or recommendations it may have. 

(11) Coordination and Reporting. The Committee shall work to assure 

maximum coordination between the work of the internal auditor, 

the Council as legislative body and the outside auditor. The Audit 

Committee shall report to the City Council at least quarterly, and 

more frequently as needed, including reporting out of closed 

session, to assist the City Council in carrying out their legislative 

oversight duties. 

(12) Charter. The Committee shall review and reassess at least annually 

the.adequacy of this Charter and recommend any proposed 

changes to the Council for approval, including any changes that 

maybe appropriate or desirable as a result of any revision of the 

City Charter. 

Section 3. That Chapter 2, Article 6, of the San Diego Municipal Code is hereby 

amended by repealing Division .17, titled "Financial Reporting Oversight Board" and by 

repealing sections 26.1701, 26.1,702, 26.1703, 26.1704, 26.1705, and 26:1706 in their entirety. 
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Section 4. That Chapter 2, Article 2, Division 41, of the San Diego Municipal Code titled 

"Securities Disclosure", is hereby amended by amending Sections 22.4101 (b)(6), 22.4105 (b), 

22.4105 (c), 22.4106 (a)(3), 22.4109 (b), and 22.4112 by replacing the words "Financial 

Reporting Oversight Board" with the words "Audit Committee". 

Section 5. That Chapter 2, Article 2, Division 3, of the San Diego Municipal Code, titled 

"City Attorney", is hereby amended by amending the title of Section 22.0304 and Sections 

22.0304 (a) and 22.0304 (b) by replacing the words "Financial Reporting Oversight Board" with 

the words "Audit Committee". 

Section 6. That Chapter 2, Article 2, Division 7, titled "City Auditor and Comptroller", is 

hereby amended by amending Sections 22.0708 (b) and 22.0708 (b)(5) by replacing the words 

"Financial Reporting Oversight Board" with the words "Audit Committee". 

Section 7. That a full reading of this ordinance is dispensed with prior to passage, since a 

written copy was made available to the City Council and the public prior to the day of its 

passage. 

Section 8. This ordinance shall take effect and be in force on the thirtieth day from and 

after its fii\al passage. 

APPROVED:} MIC^A EL ft AGUIRRE, City Attorney 
\ 

Chief Deputy City Attorney 

MDB:jdf 
03/28/2007 
Or.Dept:Audit Committee 
0-2007*122 

'APR 2 4 2007 
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STATEMENT OF OPERATING PRINCIPLES 
(Originally received by the Audit Committee on February 26, 2007, as revised on April 10, 2007) 

WHEREAS the City Charter provides for an Auditor and Comptroller to perform those 
functions related to the City's fiscal affairs specified in the City Charter; 

WHEREAS the Auditor and Comptroller is to perform those functions under the direction of 
the Mayor except as otherwise specified in the existing City Charter; 

WHEREAS the Mayor believes that it is important for the financial integrity of the City for 
the Auditor and Comptroller, consistent with his responsibilities under the existing City Charter, to 
perform the internal audit function on an independent basis working not only with the Mayor's 

• Office, but also with the Audit Committee recently established by the City Council to provide 
independent oversight over financial matters (the Auditor and Comptroller or his designee with 
responsibility over the internal audit function is referred to herein as the "Internal Auditor"); 

WHEREAS this Statement of Operating Principles shall apply during the interim period 
prior to revision of the City Charter (the "Interim Period"); 

Accordingly, the Mayor hereby sets forth the following operating principles; 

1. The Internal Auditor, in the exercise of his internal audit function, is directed 
periodically and more frequently as necessary to communicate directly to and consult with the 
Audit Committee and to be responsive to its requests for infonnation consistent with the Audit 
Committee's oversight responsibilities with respect to the internal audit function. Such 
communication shall take place at the initiative of the Internal Auditor or of the Audit Committee. 
The Internal Auditor shall have the responsibility to inform the Audit Committee if he believes his 
independence is being compromised. 

• 2. • . During the Interim Period, the Internal Auditor's internal audit function shall focus 
on financial reporting, completion of the City's CAFRs for fiscal years 2003 through 2007, and the 
City's internal controls over financial reporting. 

3. The Internal Auditor shall prepare an Annual Audit Work Plan consistent with the 
foregoing paragraph as part of the internal audit function after consultation with and taking into 
account the recommendations of the Mayor and the Audit Committee, including prioritization of the 
workload according to available resources and budget. The Internal Auditor shall resolve any 
differences through the exercise of his independent professional judgment. 

4. The Internal Auditor may consult as appropriate with the City Council or its 
designees, such as the Independent Budget Analyst, or the City Attorney. 
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5. The Mayor shall direct the Auditor and Comptroller to select as the Internal Auditor, 
with the participation of the Audit Committee, a person with professional qualifications as an " 
internal auditor. 

6. To the extent that the Internal Auditor is not the Auditor and Comptroller as 
described in Section 39 of the City Charter, the Internal Auditor may be dismissed by the Auditor 
and Comptroller, subject only to a right to appeal to the Audit Committee to overturn the dismissal 
decision. 

7. • The Auditor and Comptroller, in consultation with the Audit Committee,'shall 
evaluate the performance of the Internal Auditor and shall consult with the Audit Committee with 
respect to the budget and compensation of the Internal Auditor. 

APPROVED; JERRY S.ANDERS, Mayor 
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City of San Diego 
Disclosure Practices Working Group 

Disclosure Controls and Procedures 

Article I 
General 

Section 1.1. Purpose. These Disclosure Controls and Procedures are designed to (i) 
ensure the accuracy of the City of San Diego's disclosures and the City's compliance 
(including the City Council, City officers, and staff in the exercise of their official duties) 
with all applicable federal and state securities laws, and (ii) promote best practices 
regarding disclosures relating to securities issued by the City and the City's disclosure 
provided to its Related Entities. 

Section 1.2. Disclosure Practices Working Group. Pursuant to Sections 22.4101 and 
22.4103 of the Municipal Code, the City Manager, the City Attorney, the City Auditor 

Section 1.3. Responsibilities of the Disclosure Group. The Disclosure Group shall 
have the responsibilities set forth in (i) subsection (b) of Section 22.4101 of the 
Municipal Code, (ii) Section 22.4107 of the Municipal Code, (iii) subsection (a) of 
Section 22.4109 of the Municipal Code, and (iv) such additional responsibilities as are set 
forth in these Disclosure Controls and Procedures. 

Section 1.4. Rules and Regulations. The Disclosure Group may establish such Rules 
and Regulations as it determines are appropriate to govern the operation of its meetings 
and other procedural matters. In the event of any conflict between the terms of the Rules 
and Regulations and the terms of these Disclosure Controls and Procedures, the terms of 
the Disclosure Controls and Procedures shall govern. 

Article II 
Definitions 

Section 2.1. Definitions. Capitalized terms used in these Disclosure Controls and 
Procedures shall have the meanings set forth below: 

"CAFR " means the City's Comprehensive Annual Financial Report. 

"City" means the City of San Diego, California. 
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"City Financial Statements" means, individually or collectively as the context 
may require, CAFR, the audited financial statements of the Metropolitan Wastewater 
Utility, and the audited financial statements of the Water Utility. 

"Contributors" means those persons contacted by the Financing Group or the 
Disclosure Group, or assigned by a department director, to assist with the review or 
preparation of a Disclosure Document as described in Section 4.3. 

"Deputy City Attorney for Finance and Disclosure" means the attorney 
designated as such pursuant to Section 22.0302 of the Municipal Code. 

"Disclosure Documents" means those documents defined as such in Article III. 

"Disclosure Group" means the Disclosure Practices Working Group that has been 
established in the manner described in Section 1.2. 

"Financing Group" means, collectively, those persons identified as such pursuant 
to subsection A. of Section 4.3. 

"Municipal Code" means the San Diego Municipal Code, as amended from time 
to time. 

"NRMSIRs" means the nationally recognized municipal securities information 
repositories approved by the Securities and Exchange Commission to accept the filings 
referenced in Rule 15c2-12 under the federal Securities Exchange Act of 1934, 17 CFR 
240.15c2-12. 

"Preparer" means those persons defined as such in subsection A. of Section 4.4. 

. "Related Entities" means those entities as defined in Section 22.4102 of the 
Municipal Code. Related Entities include, but are not limited to, those Related Entities as 
set forth in Exhibit A, as updated from time to time. 

"Rules and Regulations" means the rules and regulations established by the 
Disclosure Group, as described in Section 1.4. 

Article III 
Disclosure Documents 

Section 3.1. Disclosure Documents. "Disclosure Documents" means (i) the City's 
documents and materials prepared, issued, or distributed in connection with the City's 
disclosure obligations under applicable federal and state securities laws relating to its 
securities and (ii) any other disclosure which, pursuant to the Municipal Code, the 
Disclosure Group has the responsibility to review and approve. Disclosure Documents 
shall include, but not be limited to, the following: 
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A. Preliminary and final official statements, and preliminary and final private 
placement offering documents, relating to the City's securities, together 
with any supplements; 

B. the City Financial Statements; 

C. any filing made by the City with the NRMSIRs, whether made pursuant to 
a continuing disclosure agreement to which the City is a party or made 
voluntarily; 

D. press releases (to the extent that such releases are or could reasonably be 
construed to be an intended communication to the financial markets), 
rating agency presentations, postings on the investor information section 
of the City's webpage, and other communications, reasonably likely, in 
the determination of the Disclosure Group, to reach investors or the 
securities markets; 

E. any disclosure materials requiring, pursuant to the Municipal Code, 
approval and certification by the City Manager, City Attorney, or City 
Auditor and Comptroller; 

F. disclosures provided by the City in connection with securities issued by 
Related Entities, together with all of such documents and materials 
prepared, issued, or distributed in connection with such securities, to the 
extent that the City, the City Council, or City officers, or staff are 
responsible for the form or content of such documents or materials; 

G. offering documents prepared by Related Entities if such documents are 
subject to the approval of the City Council; and 

H. such portions of the City's published adopted annual budget as the 
Disclosure Group determines to be appropriate, which shall at a minimum 
include the executive summary. 

Article IV 

Review Process 

Section 4.1. Determination of "Disclosure Document" status. Whether a particular 
document or written, posted or other communication is a Disclosure Document shall be 
determined by the Disclosure Group, including the determination whether a document 
should be filed voluntarily with the NRMSIRs (see Section 3.I.C.) or whether a 
communication is reasonably likely to reach investors or the securities markets (see 
Section 3.I.D.). To assist the Disclosure Group in its determination whether a particular 
document is a Disclosure Document as described in subsection F. of Section 3.1, 
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information shall be solicited from the appropriate Related Entity by means of a letter in 
the form attached as Exhibit B. 

Section 4.2. Review of Form and Content of Disclosure Documents. The Disclosure 
Group shall review the form and content of each Disclosure Document. 

Section 4.3. Review of Official Statements. The following procedures shall apply to 
those Disclosure Documents described in subsections A. or G. of Section 3.1: 

A. Financing Group. Financial Services shall timely identify for the 
Disclosure Group a Financing Group for each financing (the composition of which may 
differ for each financing), which shall include the Deputy City Attorney for Finance and 
Disclosure (or such other Deputy City Attorney designated to work on the matter by the 
Deputy City Attorney for Finance and Disclosure), such manager of Financing Services 
as the City Treasurer determines to be the appropriate interface with the bond financing 
team (i.e., bond counsel and/or disclosure counsel, underwriter(s), underwriter's counsel, 
financial advisors, and appropriate City staff), the City's outside disclosure counsel, and 
such other members of the Disclosure Group as the Disclosure Group determines to be 
appropriate. 

B. Responsibilities of Financing Group. The Financing Group shall (i) assist 
the bond financing team in the preparation of the Disclosure Document and (ii) the 
manager of Financing Services working with the Financing Group shall certify to the 
Disclosure Group that, to the best of his/her knowledge, these Disclosure Controls and 
Procedures were followed in such preparation. 

1. The Financing Group shall be responsible for soliciting material 
information from City departments. The Financing Group shall identify 
Contributors who may have information necessary to prepare or who should 
review portions of the Disclosure Document. These Contributors should be 
timely contacted and informed that their assistance will be needed for the 
preparation of the Disclosure Document, which notification will contain the 
information set forth in Exhibit C. 

2. The Financing Group shall contact the individuals and departments 
identified as Contributors as soon as possible in order to provide adequate time 
for such individuals to perform a thoughtful and thorough review or draft of those 
portions of the Disclosure Document assigned to them. 

3. The manager of Financing Services assigned to the financing, 
together with the Deputy City Attorney for Finance and Disclosure, shall maintain 
or cause to be maintained an accurate log of all individuals or departments that 
were requested to review or draft information in connection with a Disclosure 
Document, including what sections such individuals or department prepared or 
reviewed. The Deputy City Attorney for Finance and Disclosure shall also be 
responsible for collecting all transmittal letters, certifications, and lists of sources 
for incorporation into the minutes maintained by the Disclosure Group. 
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4. The Financing Group shall confirm to and advise the Disclosure 
Group that each section of and all financial and operating information contained 
in the Disclosure Document has been reviewed by an appropriate person, as 
evidenced by the written material described in 3. above (which shall constitute the 
"audit trail" referenced in Section 22.4105(a)(4) of the Municipal Code). Of 
particular import is that the "Appendix A" and other information concerning the 
City is thoroughly compared for accuracy against the City Financial Statements. 
The Financing Group shall review the letters and any accompanying information 
provided pursuant to subsections C. through G. of this Section 4.3 and shall 
transmit such materials to the Disclosure Group, such letters to be substantially in 
the form set forth in Exhibit D. 

5. The Financing Group shall report any significant disclosure issues 
and concerns to the Disclosure Group as they are discovered. 

6. The Financing Group shall advise the financial advisor and the 
underwriter(s) and their counsel, that they must execute upon their selection a 
confidentiality agreement substantially in the form attached as Exhibit E. 

C. Responsibilities of Contributors. A Contributor shall assist in reviewing 
and preparing the Disclosure Document using his or her knowledge of the City and by 
discussing the Disclosure Document with other members of the department in an attempt 
to ensure the accuracy of the information and to determine whether any other information 
should be discussed or disclosed. Once a Contributor is notified of his or her need to 
participate in preparing a Disclosure Document, the Contributor and the Contributor's 
department director shall cooperate with Financing Group and Disclosure Group 
requests. 

D. Review bv Human Resources Manager. With respect to those Disclosure 
Documents described in subsection A. of Section 3.1 that relate to securities that are 
secured directly or indirectly by the City's general fund, the Financing Group shall 
forward the Disclosure Document to the Human Resources Manager for review by means 
of a letter substantially similar to Exhibit C. In particular, the Human Resources 
Manager and the Personnel Director shall review any information in the Disclosure 
Document relating to employee relations, collective bargaining, pensions and benefits, 
and litigation concerning current or former employees. The Human Resources Manager 
shall timely send any comments on the Disclosure Document to the Financing Group 
after receiving the Disclosure Document, by means of the transmittal letter attached as 
Exhibit F. 

E. Review by San Diego Citv Employees' Retirement System (SDCERS). 
With respect to those Disclosure Documents described in subsection A. of Section 3.1 
that relate to securities that are secured directly or indirectly by the City's general fund, 
the Financing Group shall forward the Disclosure Document to the [Retirement 
Administrator, Head of the Investment Division, Head of the Administration Division 
and Head of the Legal Division] by means of a letter substantially similar to Exhibit C. 
Such individuals shall be requested to review any information in the Disclosure 

Page 5 



002114 

Document relating to pension benefits and other retirement benefits, pension plan funding 
and litigation concerning SDCERS. Any comments on the Disclosure Document shall 
timely be sent to the Financing Group after receiving the Disclosure Document, by means 
of the transmittal letter attached as Exhibit G. 

F. Review by Citv Attorney for Litigation. The Deputy City Attorney for 
Finance and Disclosure shall transmit the Disclosure Document to the appropriate 
attorneys in the City Attorney's office who are responsible for identifying any material 
current, pending or threatened litigation. The responsible attorneys shall timely draft 
descriptions of any such litigation, and of any material settlements or court orders, for the 
Disclosure Document after receiving the Disclosure Document. The responsible 
attorneys shall timely transmit the requested information to the Financing Group after 
receiving the Disclosure Document, by means of the transmittal letter attached as Exhibit 
H. 

G. Review by Citv Auditor and Comptroller. The Financing Group shall 
forward the Disclosure Document to the City Auditor and Comptroller by means of a 
letter substantially similar to Exhibit C. The City Auditor and Comptroller shall 
designate one or more employees to assist the Financing Group with comparing and 
noting any discrepancies between the City Financial Statements and the Disclosure 
Document. The City Auditor and Comptroller shall also review the Disclosure 
Document in full to identify any material difference in presentation of financial material 
from the Financial Statements, any misstatement or omission in any sections that contain 
descriptions of information prepared by or of interest to the City Auditor and 
Comptroller. Any comments on the Disclosure Document shall timely be sent to the 
Financing Group after receiving the Disclosure Document, by means of the transmittal 
letter attached as Exhibit I. 

H. Reference Materials. The Deputy City Attorney for Finance and 
Disclosure and the City's outside disclosure counsel, in providing advice to the 
Disclosure Group regarding the contents of those Disclosure Documents described in 
subsections A. or G. of Section 3.1, shall review and take into consideration the reference 
materials listed in Exhibit J, as updated from time to time. 

Section 4.4. Review of Disclosure Documents other than Official Statements. The 
following procedures shall apply to those Disclosure Documents that are not addressed in 
Section 4.3: 

A. Determination of Disclosure Document. Any person (each, a "Preparer") 
preparing any information for release to the public that could be considered a Disclosure 
Document and that is not otherwise identified as a Disclosure Document in the forward 
calendar referenced in Section 6.3, shall notify the Disclosure Group of such information. 
The Disclosure Group shall timely make a determination whether such information is a 
Disclosure Document pursuant to Section 4.1. 

B. Notify Disclosure Group. If it is determined that a document is a 
Disclosure Document, the Preparer shall inform the Disclosure Group of the (i) expected 
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completion date of the Disclosure Document and (ii) the expected or required 
dissemination date of the Disclosure Document. 

C. Involvement of Deputy Citv Attorney. The Deputy City Attorney for 
Finance and Disclosure, in consultation with the City's outside disclosure counsel, shall 
assist the Preparer to: 

1. identify material information that should be disclosed; 

2. identify other persons that may have material information or 
knowledge of any information omitted from such Disclosure Document; and 

3. determine when the Disclosure Document is final and ready for 
review by the Disclosure Group. 

D. Prepare Source List. The Preparer shall keep a list of individuals or 
groups that have contributed to the preparation of the Disclosure Document and a list of 
sources from which the information summarized or updated in the Disclosure Document 
was derived. These lists shall be submitted to the Disclosure Group along with the 
Disclosure Document. 

Arti/^lo V 

Approval Process 

Section 5.1. General. The Disclosure Group shall review and approve the form and 
content of each Disclosure Document. Such approval shall be evidenced by the 
affirmative vote of a majority of a quorum of the Disclosure Group, as determined by the 
Rules and Regulations. The Disclosure Group may determine that those Disclosure 
Documents that (i) the City is contractually obligated to file with the NRMSIRs if 
determined to be a material event or as a result of the failure to file the required annual 
financial information and (ii) contain no discretionary content (e.g., rating changes), may 
be filed with the NRMSIRs upon the approval of the City's outside disclosure counsel 
and at least one other member of the Disclosure Group. 

Section 5.2. Submission of Official Statements to Disclosure Group for Approval. The 
Financing Group shall submit any Disclosure Document described in Section 4.3 to the 
Disclosure Group when (i) it has obtained all of the approvals and source documentation 
described in Section 4.3, and (ii) in its best judgment, the Disclosure Document is in 
substantially final form. Such submission shall be by means of the transmittal letter 
attached as Exhibit K. 

The Disclosure Group shall critically evaluate the Disclosure Document for 
accuracy, and have the opportunity to ask questions of the Financing Group and of any 
Contributor or other person who reviewed or drafted any section of the Disclosure 
Document. The Disclosure Group may send the Disclosure Document back to the 
Financing Group for revisions. The Disclosure Group shall timely contact the Financing 
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Group with any comments or questions on the Disclosure Document or the associated 
financing. 

Section 5.3. Submission of Official Statements to Citv Manager and Citv Attorney. 
The Disclosure Group shall submit any Disclosure Document described in Section 4.3 to 
the City Manager and City Attorney when, in its best judgment, (i) the Disclosure 
Document is in substantially final form and (ii) the Disclosure Group has complied with 
these Disclosure Controls and Procedures. Such submission shall be by means of the 
transmittal letter attached as Exhibit L. 

The City Manager and City Attorney shall critically evaluate, or cause to be 
evaluated, the Disclosure Document for accuracy. The City Manager and the City 
Attorney shall meet with the Financing Group and the Disclosure Group at a mutually 
convenient time, and ask questions of the Financing Group, the Disclosure Group, any 
Contributor, and any other person who reviewed or drafted any section of the Disclosure 
Document. The City Manager or City Attorney may send the Disclosure Document back 
to the Financing Group for revisions. Upon satisfaction with the Disclosure Document, 
the City Manager and City Attorney shall execute the certifications required by Section 
22.4111(a) of the Municipal Code, in the form attached as Exhibit M, and provide a copy 
to the Disclosure Group. 

Section 5.4. City Auditor and Comptroller Certification. Upon satisfaction with a 
Disclosure Document described in Section 4.3 or in subsection F. of Section 3.1, the City 
Auditor and Comptroller shall execute the certification required by 22.0709(b) of the 
Municipal Code, in the form attached as Exhibit N, and provide a copy to the Disclosure 
Group. With respect to each CAFR, the City Auditor and Comptroller shall execute the 
certification required by 22.0709(a) of the Municipal Code, in the form attached as 
Exhibit O, and provide a copy to the Disclosure Group. 

Section 5.5. Submission of Official Statements to Citv Council for Approval. As part 
of the docketing process, the Disclosure Group shall submit any Disclosure Document 
described in Section 4.3 to the City Council for approval together with the certifications 
from the City Manager, the City Attorney, and the City Auditor and Comptroller 
promptly after the receipt of such certifications. The approval of such a Disclosure 
Document by the City Council shall be docketed on the adoption agenda and not be 
approved as a consent item. The City Council shall undertake such review as they are 
advised by the Deputy City Attorney advisor to the City Council appointed pursuant to 
Section 22.0303 of the Municipal Code and the City's outside disclosure counsel to be 
appropriate to fulfill their responsibilities under applicable federal and state securities 
laws. 

Section 5.6. Approval of Disclosure Documents other than Official Statements. Any 
Disclosure Document and accompanying source lists described in Section 4.4 shall be 
submitted to the Disclosure Group for approval when the Preparer, the Deputy City 
Attorney for Finance and Disclosure, and the City's outside disclosure counsel believe 
such Disclosure Document is ready for dissemination. 
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The Disclosure Group shall critically evaluate the Disclosure Document for 
accuracy and sufficiency, and have the opportunity to ask questions of the Preparer or 
any other person who reviewed or drafted any section of the Disclosure Document. The 
Disclosure Group may send the Disclosure Document back to the Preparer for revisions. 
The Disclosure Group shall contact the Preparer with any comments or questions on the 
Disclosure Document or the associated financing by no later than (a) in the case of a 
Disclosure Document scheduled on the forward calendar referenced in Section 6.3., the 
later of (i) five (5) business days after receiving such Disclosure Document and (ii) the 
business day immediately succeeding the next regularly scheduled meeting of the 
Disclosure Group, or (b) in the case of an unscheduled Disclosure Document, as soon as 
reasonably practicable. 

Article VI 
Timelines f o r Review 

Section 6.1. Timelines for Review of Official Statements. The timeline for any 
particular bond financing for which a Disclosure Document as described in subsections 
A. or G. of Section 3.1 will be used will vary depending on the type of bonds being 
offered (e.g., variable rate, fixed rate, auction rate), the security for the bonds (e.g., 
general obligation, revenue pledge), the purpose for the financing, and other factors 
unique to each bond financing. Accordingly, the following timeline has been developed 
to assist the Disclosure Group, each Financing Group, and each bond financing team in 
developing a bond financing schedule, but is intended only to provide very general 
guidance in light of the unique characteristics of each bond financing. 

Day 270 Disclosure Group notified of the bond financing by inclusion of the 
financing on the forward calendar referenced in Section 6.3, and 
identifies a Financing Group 

Days 150-270 Financing Group meets with the bond financing team to understand 
basics of bond financing; initial draft of Disclosure Document is 
prepared 

Day 150 Financing Group distributes information to Contributors and 
department directors 

Day 150 Financing Group distributes information to Human Resources 
Manager, SDCERS representative, and City Auditor and 
Comptroller, as may be applicable 

Day 130 Deputy City Attorney for Finance and Disclosure transmits 
Disclosure Document to appropriate litigation attorneys in City 
Attorney's Office 

Days 110-130 Department directors and Contributors discuss Disclosure 
Document at departmental meetings 
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Day 100 

Day 90 

Days 60-90 

Days 40-60 

Days 30-40 

Day 30 

Day 29 

Day 15-29 

Day 5 

DayO 

Day 0 - Delivery 
Date (or such later 
date through which 
the City is 
contractually 
obligated to advise 
the bond financing 
team of material 
events) 

Contributors submit requested information to Financing Group 

Human Resources Manager, SDCERS representative and City 
Attorney representative transmit any requested information to 
Financing Group 

Financing Group reviews Disclosure Document and all related 
• materials, and transmits to Disclosure Group 

Disclosure Group reviews Disclosure Document and all related 
materials, and submits to City Manager and City Attorney 

City Manager and City Attorney meet with Disclosure Group 

City Manager and City Attorney execute required certifications 

Disclosure Group submits Disclosure Document and related 
certifications to City Council as part of the docketing process 
referenced in Section 5.5 

City Council briefed regarding Disclosure Document by Deputy 
City Attomc1' advisor to the Citv Council and the Citv's outside 
disclosure counsef 

City Council approves Disclosure Document 

Preliminary Official Statement is mailed 

Financing Group advises Disclosure Group of (i) any material 
changes to Preliminary Official Statement to create the final 
Official Statement and (ii) any material changes to the final Official 
Statement up to and including the date of delivery of the bonds. In 
either such event, the Disclosure Group must review and approve 
the form and content of the material change disclosure and 
determine whether it is necessary or appropriate to submit the 
material change disclosure to the City Council for approval. 

Section 6.2. Timelines for Review of Disclosure Documents other than Official 
Statements. The timeline for preparing any particular Disclosure Document will vary 
depending on the type of Disclosure Document and whether or not the Disclosure 
Document was on the forward calendar referenced in Section 6.3. Accordingly, the 
following timeline has been developed to assist the Disclosure Group and the Preparer in 
developing a schedule, but is intended only to provide very general guidance in light of 
the unique characteristics of each Disclosure Document. 
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Action 

Disclosure Group notified of the potential Disclosure 
Document 

Disclosure Group makes a determination whether a 
document is a Disclosure Document 

Preparer, Deputy City Attorney for Finance and 
Disclosure, and the City's outside disclosure counsel 
identify other persons that may have material information 
or knowledge of any information omitted from such 
Disclosure Document 

Disclosure Document finalized and transmitted to 
rv,-,,! n 

Disclosure Group reviews Disclosure Document and all 
related materials, and approves Disclosure Document for 
dissemination 

Scheduled 
(measured by 
days before 
Disclosure 
Document 

dissemination 
scheduled) 

60 days 

N/A 

50-60 days 

Unscheduled 
(measured from 

days after 
unexpected 
Disclosure 
Document 
revealed) 

ASAP 

2 business 
days 

4 business 
days 

25-50 days 

10 days 

4-5 business 
days 

5-6 business 
days 

Section 6.3. Forward Calendar. The Disclosure Group shall develop a forward 
calendar that sets forth, to the best judgment of the Disclosure Group, a comprehensive 
list of Disclosure Documents that are subject to the review and approval of the Disclosure 
Group over the next twelve months. Such forward calendar shall be revised from time to 
time, and every effort shall be made to keep such document current. The City Treasurer 
shall advise the Disclosure Group of all Disclosure Documents originating in Financing 
Services (being those Disclosure Documents described in subsection A. of Section 3.1, 
and those Disclosure Documents filed by the City with the NRMSIRs pursuant to 
continuing disclosure agreements described in subsection C. of Section 3.1) that are 
expected lo be submitted to the Disclosure Group for review and approval over the next 
twelve months. In addition, the City Treasurer shall advise the Disclosure Group, after 
soliciting the appropriate information from the Related Entities, of those Disclosure 
Documents described in subsections F. or G. of Section 3.1 that are expected to be 
submitted to the Disclosure Group for review and approval over the next twelve months. 
The City Auditor and Comptroller shall advise the Disclosure Group of the dates that the 
CAFR, the audited financial statements of the Metropolitan Wastewater Utility, the 
audited financial statements of the Water Utility, the Disclosure Documents described in 
subsection B. of Section 3.1, and any other Disclosure Document, are expected to be 
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submitted to the Disclosure Group for review and approval over the next twelve months. 
The Deputy City Manager for Finance shall advise the Disclosure Group of the date that 
the Disclosure Document described in subsection H. of Section 3.1 is expected to be 
submitted to the Disclosure Group for review and approval over the next twelve months. 

Article VII 
Training Policy 

Section 7.1. Training Sessions. 

A. Employees with responsibility for collecting or analyzing information that 
may be material to the preparation of a Disclosure Document shall attend disclosure 
training sessions conducted by the City's outside disclosure counsel, with the assistance 
of the Deputy City Attorney for Finance and Disclosure appointed pursuant to Section 
22.0302 of the Municipal Code. New employees shall attend such a session within three 
months of their first day of employment. Such training sessions shall include education 
on the City's disclosure obligations under applicable federal and state securities laws and 
their responsibilities and potential liabilities regarding such obligations, the anonymous 
and confidential contact information for the Financial Reporting Oversight Board 
described in Section 9.2, and the contact information for the Deputy City Attorney for 
Finance and Disclosure. Such training sessions may be conducted by videotape. 

B. The determination as to -whether or not an employee shall receive such 
training shall be made by the Deputy City Manager, the City Auditor and Comptroller, or 
the City Attorney, as appropriate, responsible for such employee. The Disclosure Group 
may also require training for an employee not specified by any such person. 

C. Separate training sessions shall be conducted by the City's outside disclosure 
counsel, with the assistance of the Deputy City Attorney for Finance and Disclosure and 
the Deputy City Attorney designated as an advisor to the City Council pursuant to 
Section 22.0303 of the Municipal Code, for the Mayor and City Council members. 

Article VIII 
Document Retention Policies 

Section 8.1. . Official Statements. 

A. Materials retained. The Disclosure Group shall retain in a central depository, 
for a period of five years from the date of delivery of the securities referenced in a 
Disclosure Document described in subsections A. or G. of Section 3.1, the following 
materials: 

1. the printed copy of the Preliminary and final Official Statement (or 
Preliminary and final Offering Memoranda); 

2. the "deemed final" certification provided by a City official to the 
underwriter of the securities in accordance with paragraph (b)(1) of Rule 15c2-12; 
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3. the executed copies of the letters, requests, and certifications, the 

forms of which are attached as Exhibits B-K, and M; 

4. the information and related sources referenced in the materials 
described in 3. above; 

5. the bond purchase agreement; and 

6. any written certification or opinions executed by a City official 
relating to disclosure matters, delivered at the time of delivery of the related 
securities. 

B. Materials not retained. The Disclosure Group shall not retain after the date of 
delivery of the related securities the drafts of any of the materials referenced in 
subsection A. above. 

Section 8.2. Disclosure Documents other than Official Statements. The Disclosure 
Group shall retain in a central depository, for a period of five years from the date the 
respective Disclosure Document is published, posted, or otherwise made publicly 
available: 

1. the final version of the Disclosure Document, 

2. . all transmittal letters, requests, and certifications relating to 
information in the Disclosure Document, 

3. the information and related sources referenced in the materials 
described in 2. above. 

The Disclosure Group shall not retain the drafts of any such materials. 

Article IX 
Confidential Submissions 

Section 9.1. Deputy City Attorney for Finance and Disclosure. The City shall 
encourage City employees to contact the Deputy City Attorney for Finance and 
Disclosure with any disclosure questions or concerns. To the extent permitted by law, 
upon the employee's request, the Deputy City Attorney for Finance and Disclosure shall 
keep the employee's identity confidential. 

Section 9.2. Financial Reporting Oversight Board (FROB") Contact Information. The 
City shall set up a confidential and anonymous system so that City employees can contact 
the FROB with any concerns about accounting or financial disclosure issues if they prefer 
not to contact the Deputy City Attorney for Finance and Disclosure. The FROB will 
create a procedure for contacting them in an anonymous and confidential manner. 
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Article X 
A n n u a l Review 

Section 10.1. Annual Review. The Disclosure Group shall conduct an annual 
evaluation of these Disclosure Controls and Procedures and prepare an annual report, in 
accordance with the procedures and the dates established by Section 22.4106 of the 
Municipal Code. 

L:\BLAKE\DPWG\Disclosure Controls (4th Draft) 9 27 05.doc 
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Exhibits 

A. List of Related Entities 

B. Related Entity Letter 

C. Request for Information from Contributors 

D. Transmittal by Department Director or Deputy City Manger to Financing Group 

E. Underwriter's/Financial Advisor's Confidentiality Agreement 

F. Letter from Human Resources Manager 

G. Letter from SDCERS Representative 

H. Letter from City Attorney's Office Regarding Litigation 

I. Letter from City Auditor and Comptroller 

J. Municipal Finance Disclosure Reference Materials 

iv. i iaiisimiiai ui v-ziuuim ^Laiciiicm uy riiiauuiiig »aiuup iu u isc iusurc varuup 

L. Transmittal of Official Statement by Disclosure Group to City Manager and City 
Attorney 

M. Certifications by City Attorney and City Manager 

N. Certification by City Auditor and Comptroller Regarding Official Statements 

O. Certification by City Auditor and Comptroller Regarding CAFR 
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Exhibit A 

Related Entities 

Assessment District 4030 (Otay Mesa Industrial Park) 

Assessment District 4096 (Piper Ranch Business Park) 

City of San Diego/MTDB Authority 

Community Facilities District No. I (Miramar Ranch North) 

Community Facilities District No. 2 (Santaluz) 

Community Facilities District No. 3 (Liberty Station) 

Community Facilities District No. 4 (Black Mountain Ranch Villages) 

Convention Center Expansion Financing Authority 

Public Facilities Financing Authority of the City of San Diego 

Reassessment District No. 1999-1 

Reassessment District No. 2003-1 

Redevelopment Agency of the City of San Diego 

San Diego Facilities and Equipment Leasing Corporation 

San Diego Housing Commission 

San Diego Open Space Park District No. 1 
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Exhibit B 

Related Entity Letter 

Pursuant to Ordinance No. O-19320 (the "Ordinance"), the Disclosure Practices 
Working Group (Group) has the responsibility to review the form and content of 
information disclosed by the City in connection with securities issued by Related Entities 
(as defined in the Ordinance). Accordingly, in order to fulfill such responsibility, you 
must submit this letter for approval by the Group, and you understand and agree that you 
will not docket the Preliminary Official Statement or other offering document for 
consideration by the City Council prior to submitting this letter to the Group. 

You have received this letter because [name of issuer] is a Related Entity. Please 
advise, by checking the appropriate box below, whether you are in receipt of any 
information of the type referenced in the preceding paragraph. 

• We did not request, and did not receive, any information from a City employee 
that we intend to include in the Preliminary Official Statement or other offering 
document that is being prepared in connection with the securities being offered by [name 
of Related Entity]. 

D We received information from [name of City employee], a copy of which is 
attached, which we intend to include in the Preliminary Official Statement that is being 
prepared in connection with the securities being offered by [name of Related Entity]. We 
understand and acknowledge that we are not authorized to include this information in 
such Preliminary Official Statement or any other disclosure document until we receive 
written authorization from a representative of the Group to include such information. 

Related Entity: 

Authorized Officer: 
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Exhibit C 

Request for Information from Contributors 

The Financing Services Division of the City Treasurer's Office is requesting information 
from [department or division name] to be included in a detailed disclosure of the City's 
financial and operating data for an [official statement] [annual report] to be issued by the 
City in connection with [the sale of bonds or other securities] [federal annual reporting 
requirements for municipal securities]. This information will be disseminated publicly to 
the investing public, including bondholders, rating agencies, financial advisors and other 
members of the investment community. 

Federal securities laws require that the information be complete, accurate, and in no way 
misleading. Please review carefully the information you are providing to be certain, to 
the best of your knowledge after reasonable inquiry of the appropriate persons, that it is 
accurate, complete and not misleading. Please be certain that the source documentation 
is in all ways reliable and auditable, should any future inquiry arise. Please provide a 
copy of all source documentation. Please describe any exceptions or other caveats to the 
information you are providing. 

Please review the information in its entirety, rather than simply updating that which has 
already been provided, to determine whether any material changes have occurred or if 
any new or additional infonnation should be included to make the information you are 
providing not misleading and as complete and accurate as possible. 

Please provide the information by no later than [X date], and please advise of any 
subsequent changes to such information through [Y date]. 

If you require additional information regarding this request for information, please 
contact , at x . Thank you for your assistance. 
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Exhibit D 

Transmittal by Department Director 
or Deputy City Manager 

to Financing Group 

I am the [Department Director/Deputy City Manager] responsible for reviewing 
the portion of the Disclosure Document that is attached. This disclosure has been 
reviewed by me and by each identified Contributor, and was discussed at a meeting of the 

department. I have also attached copies of any materials that were a source 
for all or a portion of this disclosure. I have reviewed and complied with the procedures 
set forth in subsection C. of Section 4.3 of the Disclosure Controls and Procedures. I 
have attended the federal securities law training seminar conducted by the City's outside 
disclosure counsel. In the event of any material change to the attached disclosure 
between the date of this letter and the scheduled delivery date for the bonds (X date), I 
shall promptly advise the Financing Group. 

[Department director/Deputy City Manager] 

Attachments 

• reviewed disclosure 

• source materials 

• list of Contributors 
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Exhibit E 

[Underwriter's/Financial Advisor's] Confidentiality Agreement 

The [Underwriter/Financial Advisor] acknowledges, represents and warrants to 
the City that in connection with the preparation for and offering and sale of the Bonds, 
the [Underwriter/Financial Advisor], its agents, employees and counsel involved in the 
offering have been and will be provided non-public information by or on behalf of the 
City, including but not limited to drafts of the Preliminary Official Statement and Official 
Statement; the [Underwriter/Financial Advisor], its agents, employees and counsel 
involved in the offering have been and will be provided such information for the purpose 
of the offering and sale of the Bonds and not for any other purpose; and the Preliminary 
Official Statement and Official Statement, and any supplements or amendments thereto in 
accordance with the provisions of the Bond Purchase Agreement, constitute the only 
documents authorized by the City for dissemination of such information. 

The [Underwriter/Financial Advisor] covenants and agrees to protect and 
maintain the confidentiality of such information and to take appropriate steps to assure 
that its agents, employees and counsel involved in the offering will not make use of such 
information for any purpose other than the offer and sale of the Bonds. 

Notwithstanding the preceding two paragraphs, the [Underwriter/Financial 
Advisor] has the right to use or to disclose any infonnation: (i) which is, at the time of 
disclosure, generally known or available to the public (other than as a result of a breach 
of this Agreement); (ii) which becomes, at a later date, generally known or available to 
the public through no fault of the [Underwriter/Financial Advisor] and then only after 
said later date; (iii) which is disclosed to the [Underwriter/Financial Advisor] in good 
faith by a third party who, to [Underwriter/Financial Advisor]'s knowledge, has an 
independent right to such information and is under no known obligation not to disclose it 
to the [Underwriter/Financial Advisor]; (iv) which is possessed by the 
[Underwriter/Financial Advisor], as evidenced by such [Underwriter/Financial Advisor]'s 
written or other tangible evidence, before receipt thereof from the City; (v) to the extent 
expressly required by any governmental, judicial, supervisory or regulatory authorities 
pursuant to federal or state law, subpoena or similar legislative, administrative or judicial 
process; (vi) in connection with the offering and sale of the Bonds if the 
[Underwriter/Financial Advisor] or its counsel determines that confidential information is 
material (within the meaning of the federal securities laws) and therefore must be 
disclosed in connection with the offering and sale of the Bonds, provided, that the 
[Underwriter/Financial Advisor] shall provide prior written notice thereof to the City (to 
the extent permitted by law), including a copy of the proposed disclosure or other use, 
and shall have obtained the City's written consent to such use if the offering has not 
commenced; or (vii) the use of which is consented to by the express prior written consent 
of the City. 

The [Underwriter/Financial Advisor] shall return all confidential material to the City 
when the bond transaction is completed or their services are otherwise completed. 
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. Exhibit F 

Letter from the Human Resources Manager 

Financing Group: 

I have reviewed the information in the [Official Statement/Offering 
Memorandum] that relates to employee relations, collective bargaining, pensions and 
benefits, and litigation concerning current or former employees. I have also read and 
understand the directions that were provided to me in the letter from the Financing 
Group. In the event of any material change to the attached disclosure between the date of 
this letter and the scheduled delivery date for the bonds (X date), I shall immediately 
advise the Financing Group. [No infonnation concerning the above categories was 
included./I have no comments./My comments are attached.] 

Human Resources Manager 
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Exhibit G 

Letter from SDCERS Representative 

Financing Group: 

I have reviewed the information in the [Official Statement/Offering 
Memorandum] that relates to pension benefits and other retirement benefits, pension plan 
funding, and litigation concerning SDCERS. I have also read and understand the 
directions that were provided to me in the letter from the Financing Group. In the event 
of any material change to the attached disclosure between the date of this letter and the 
scheduled delivery date for the bonds (X date), I shall immediately advise the Financing 
Group. [No information concerning the above categories was included./I have no 
comments./My comments are attached.] 

SDCERS Representative 
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Exhibit H 

Letter from City Attorney's Office Regarding Litigation 

Financing Group: 

The litigation section of the Disclosure Document has been reviewed by the 
appropriate attorneys, and the attached disclosure reflects all material current, pending or 
threatened litigation, and describes any material settlements or court orders. For purposes 
of this letter, the term "material" means (i) any litigation threatened, pending or 
commenced against the City seeking to prohibit, restrain or enjoin the issuance, sale or 
delivery of the Bonds, or contesting or affecting the validity or enforceability of, or the 
power of the Issuer to issue, the Bonds, (ii) any litigation the potential exposure for which 
is greater than $5,000,000. In the event of any material change to such information 
between the date of this letter and the scheduled delivery date for the bonds (X date), I 
shall immediately advise the Financing Group. 

Deputy City Attorney for Finance and 
Disclosure 
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Exhibit I 

Letter from City Auditor and Comptroller 

Financing Group: 

I have reviewed the information in the [Official Statement/Offering 
Memorandum], including particularly the financial disclosures, and I have compared the 
financial disclosures in the Disclosure Document to the City's Comprehensive Annual 
Financial Report. I have also read and understand the directions that were provided to me' 
in the letter from the Financing Group. To the best of my knowledge, there are no 
misstatements or omissions in any sections of the Disclosure Document that contain 
descriptions of information prepared by or of interest to the City Auditor and 
Comptroller. In the event of any material change to the attached disclosure between the 
date of this letter and the scheduled delivery date for the bonds (X date), I shall 
immediately advise the Financing Group. [I have no comments./My comments are 
attached.] 

City Auditor and Comptroller 
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Exhibit J 

Municipal Finance Disclosure Reference Materials 

1. Public Finance Criteria, Standard & Poor's (see www.standardandpoors.com, 
click on "Criteria and Definitions" under "Credit Ratings"). 

2. Questions to Ask Before You Approve a Bond Issue: A Pocket Guide for Elected 
and Other Public Officials, National League of Cities; National Association of 
Counties; National Association of State Auditors, Comptrollers, and Treasurers; 
and the Govemment Finance Officers Association, Dec. 1996 

3. Disclosure Roles of Counsel in State and Local Govemment Securities Offerings. 
American Bar Association, State and Local Government Law, and National 
Association of Bond Lawyers, 1995. 

4. Recommended Best Practices in Disclosure. National Federation of Municipal 
Analysts, 2004. 

5. Making Good Disclosure: The Role and Responsibilities of State and Local 
Officials Under the Federal Securities Laws. Govemment Finance Officers 
Association, 2001. 

6. Disclosure Guidelines for State and Local Govemment Securities. Govemment 
Finance Officers Association, 1991. 

J-l 

http://www.standardandpoors.com
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Exhibit K 

Transmittal of Official 
Statement by Financing Group 

to Disclosure Group 

Disclosure Group: 

The Financing Group has, with respect to the [Official Statement/Offering 
Memorandum], (i) performed the responsibilities set forth in subsection B. of Section 4.3 
of the Disclosure Controls and Procedures, (ii) obtained all the approvals and source 
documentation described in said Section 4.3, copies of which are attached, and (iii) in our 
best judgment, the Disclosure Document is in substantially final form and ready for 
review by the Disclosure Group. 

Representative of Financing Group 

[list names of members of Financing Group 

K-l 
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Exhibit L 

Transmittal of Official 
Statement by Disclosure Group 

To City Manager and City Attorney 

City Manager and City Attorney: 

The Disclosure Group has reviewed and approved the [Official 
Statement/Offering Memorandum] in accordance with the procedures set forth in Section 
5.2 of the Disclosure Controls and Procedures. In the best judgment of the Disclosure 
Group, the Disclosure Document is in final form and the Disclosure Group has complied 
with the Disclosure Controls and Procedures. 

Representative of Disclosure Group 

[list names of members of Disclosure Group] 

L-l 
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Exhibit M 

Certifications by City Attorney and City Manager 

City Council: 

I have reviewed the [description of Official Statement or Offering Memorandum], 
and I have met with and asked questions of the Financing Group, the Disclosure Group, 
any Contributor, any other person who reviewed or drafted any section of the [Official 
Statement/Offering Memorandum], and any other person that I thought necessary or 
appropriate. I hereby certify that, to the best of my knowledge, the [Official 
Statement/Offering Memorandum] does not make any untrue statement of a material fact 
or omit to state a material fact necessary in order to make the statements made, in the 
light of the circumstances under which they were made, not misleading. 

City Manager/City Attorney 

M-1 
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Exhibit N 

Certification by City Auditor and Comptroller Regarding Official Statements 

City Council: 

I have reviewed the [description of Official Statement or Offering Memorandum] 
and compared the City Financial Statements with the Disclosure Document. In addition, 
I have reviewed the Disclosure Document in full to identify any misstatement or 
omission in any sections that contain or omit descriptions of information prepared by or 
of interest to the City Auditor and Comptroller. I hereby certify that, to the best of my 
knowledge: 

1. the Disclosure Document fairly presents, in all material respects, the financial 
condition and results of operations of the City; 

2. the Disclosure Document does not make any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made, in the 
light of the circumstances under which they were made, not misleading; and 

3. that the financial statements and other financial information from the City 
Financial Statements included in such Disclosure Document, if any, fairly present in all 
material respects the financial condition and results of operations of the City as of, and 
for, the periods presented in the City Financial Statements. 

City Auditor and Comptroller 

N-l 
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Exhibit O 

Certification by City Auditor and Comptroller Regarding CAFR 

City Council: 

I hereby certify that, to the best of my knowledge, as of the date of the CAFR: 

1. the information contained in the [Fiscal Year] CAFR fairly presents, in all 
material respects, the financial condition and results of operations of the City as of, and 
for, the periods presented in the CAFR; and 

2. the CAFR does not make any untrue statement of a material fact or omit to 
state a material fact necessary in order to make the statements made, in the light of the 
circumstances under which they were made, not misleading. 

(^.itv A n H i t n r and Prvr rmtr r i l lRr 

0-1 
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OFFICE OF MAYOR JERRY SANDERS 
CITY OF SAN DIEGO 

MEMORANDUM 

DATE 

To 

FROM 

SUBJECT 

January 22, 2007 

Council President Peters an^Jjlsmbers of the San Diego City Council 

Mayor Jerry Sanders 

Establishment of a Charter "Review •Committee 

) 

In the City's first year operating under Charter Article XV: Strong Mayor Trial Form of 
Governance it has become apparent there .are a number of areas where clariucation and fine-
tuning would help achieve the original intent of'this reform. 

In cooperation with'ths.City AttDmey's-omce we have begun to work through some of these 
issues, as fhey arise, but-much more work must be focused on these issues in order to fully 
prepare for an effective long-term implementation of the Strong Mayor form of governance. I 
believe we can all agree that when roles and responsibilities arc'Unclear, the business of the 
public is not optimally served, and that a fresh review of this Charter section is a timeiy ' 
priority. 

In addressing these issues, there are four subject areas or questions around which a work plan 
for the Committee will be set 

• What Charter modincations are necessary to implsmenl the KxolJ recommendations 
and other financial reforms? 

•• What is a-clear definition .of the roles and responsibilities of elected officials and the 
separation of powers under strong mayor? 

" What measures may improve the functionality of strongmayor during this trial 
period? 

• What legislative tightening would be required for effective permanent implsrasntation 
of Article XV? 

Bach of these areas will be explored by a designated subcomniirtss and addressed 
concurrently in the Committee's work. 
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Committee meetings will be held twice monthly and will be noticed to the public in keeping 
with the Ralph M. Brown Act. Subcommittees working in each topic area are anticipated to 
meet once or iwice monthly as is convenient for their memhsrship and in keeping with their 
work load. 

I wil] move immediately to empanel the Committee in preparation for them to begin their 
work on or around March 1^ It is my intention that the CommitteE complete its work and 
return its recommendations in readiness for the 2008 election cycle. 

Valuing varied points of view..I would like to work with each of you to identify and nominate 
three individuals who may be appropriate to serve on the Committee fjom which I will select 
one .from each of your submissions. In addition, P will make a number of appointments to 
round out the Committee ensuring a representative balance. We are looking for individuals 
who can be independent, possess scholarly and operational subject matter expertise, those 
who have experience with previous charter reform efforts and who are broadly representative 
of ourtalented citizenry'. 

In addition to the Committse members, three ex-ofncio members "will serve as support 
resources and advisers to the Committee; one each xrom .tie City Attorney, Mayor and the 
Independent Budget Analyst 

] look forward to working with you on these issues so critical to our City's future and 
•welcoms vour sunDort for this effort. 

JS:ACH 
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tj.oam 

City of San Diego 
Disclosure Practices Working Group 

Disclosure Controls and Procedures 

Article I 
General 

Section 1.1. Purpose. These Disclosure Controls and Procedures are designed to (i) 
ensure the accuracy of the City of San Diego's disclosures and the City's compliance 
(including the City Council, City officers,.and staff in the exercise of their official duties) 
with all applicable- federal and state securities laws, and (ii) promote best practices 
regarding disclosures relating to securities issued by the City and the City's disclosure 
provided to its Related Entities. 

Section 1.2. Disclosure Practices Working Group. Pursuant to Sections 22.4101 and 
22.4103 of the Municipal Code, "the City Manager, the City Attorney, the City Auditor 
and Corhptroller, and the City Treasurer have estabhshed the Disclosure Group. 

Section 1.3. Responsibilities of the Disclosure Group. Tne Disclosure Group shall 
have the responsibilitiss set forth in (i) subsection (b) of Section 22.4101 of the 
Municipal Code, (ii) Section 22.4107 of the Municipal Code, (iii) subsection (a) of 
Section 22.4109 of the Municipal Code, and (iv) such additional responsibilities as are set 

, forth in these Disclosure Controls and Procedures. 

Section 1.4. Rules and Regulations; The Disclosure Group may establish such Rules 
and Regulations as it determines are appropriate to govern the operation of its meetings 
and other procedural matters. In the event of any conflict between the terms of the Rules 
and Regulations and the terms of these Disclosure Controls and Procedures, the terms of 

• the Disclosure Controls and Procedures shall govern. 

Article II 
Definitions 

Section 2.1. Definitions. Capitalized terms used in these Disclosure Controls and 
Procedures shall have the meanings set forth below: 

"CAFR'-' means the City's Comprehensive Annual Financial Report. 

"City'" means the City of San Diego, California, 
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"City Financial Statements" means, individually or collectively as the context 
may require, CAFR, the audited financial statements of the Metropolitan Wastewater 
Utility, and the audited financial statements of the Water Utility. 

"Contribuiors" means those persons contacte;d by the Financing Group or the 
Disclosure Group, or assigned by a department director, to assist with the review or' 
preparation of a Disclosure Document as described in Section 4.3. 

"Deputy City Attorney for Finance and Disclosure" means the attorney 
designated as such pursuant to Section 22.0302 of the Municipal Code. 

"Disclosure Documents" means those documents defined as such in Article III. 

"Disclosure Group" mtans the Disclosure Practices Working Group that has been 
established in the manner described in Section 1.2. 

"Financing Group" means, collectively,.those persons identified as such pursuant 
to.subsection A. of Section 4.3. 

"Municipal Code" means the San Diego Municipal Code, as amended from time 
to time. 

"NRMSIRs" means the nationally recognized municipal securities infonnation 
repositories approved by the Securities and Exchange Commission to .accept the filings 
referenced in Rule 15c2-12 under the federal Securities Exchange Act of 1934, 17 CFR 
240.15c2-12. 

"Preparer" means those persons defined as such in subsection A. of Section 4.4. 

"Related Entities" means those entities as defined in Section 22.4102'of. the-
Municipal Code.. Related Entities include, but are not limited to, those Related Entities as 
set forth in Exhibit A, as updated from time to time. 

•'Rules and Regulations" means the rules and regulations established by the 
Disclosure Group, as described in Section 1.4. 

Aiticlelll 
Disclosure Documents 

Section 3.1. Disclosure Documents. "Disclosure Documents" means (i) the City's 
documents and materials prepared, issued, or distributed in connection with the City's 
disclosure obligations under applicable federal and state securities laws relating to its 
securities and (ii) any other disclosure which, pursuant to the Municipal Code, the 
Disclosure Group has the responsibility to.review and approve. Disclosure Documents 
shall include, but not be limited to, the followine; 

Paee2 
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A. Preliminary and final official statements, and preliminary and final private 
placement offering documents> relating to the City's securities, together 
with any supplements; 

B. the City Financial Statements; 

C. any filing made by the City with the NRMSIRs, whether made pursuant to 
a continuing disclosure agreement to which the City is a party or made 
voluntarily, 

D. press releases (to the extent that such releases are or could reasonably be 
construed to be an intended communication to the financial markets), 
rating agency presentations, postings on the investor infonnation section 
of the City's webpage, and other communications, reasonably likely, in 
the determination of the Disclosure Group, to reach investors or the 
securities markets; 

any..disclosure materials requiring, pursuant to the Municipal Code, 
approval and certification by the City Manager, City Attorney, or City 
Auditor and Comptroller; 

disclosures provided by the City in connection .with securities issued by 
Related Entities, together with all..of such documents and materials 
prepared, issued, or distributed in connection with such securities, to the 
extent that the City, the City Council, or City officers, or staff are 
responsible for the form -or content of .such documents or materials; 

G. offering documents prepared by Related Entities if such documents are 
subject to the approval of the City Council; and 

H." such portions of the City's published adopted annual budget as the. 
Disclosure Group determines to-be' appropriate, which shall at a minimum 
include the executive summary. 

Article IV 
Review Process 

E. 

F. 

Section 4.1, Determination of "Disclosure Document" status. Whether a particular 
document or written, posted or other communication is a Disclosure Document shall be 
determined by the Disclosure Group, including the determination whether a document 
should be filed voluntarily with the NRMSIRs (see Section 3.I.C.) or whether a 
communication is reasonably likely to reach investors or the securities markets.(see 
Section 3.I.D.). To assist the Disclosure Group in its determination whether a particular 
document is a Disclosure Document as described in subsection F. of Section 3.1, 

Paee3 
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information shall be solicited from the appropriate Related Entity by means of a letter in 
the form attached as Exhibit B. 

Section 4.2. Review of Form and Content of Disclosure Documents. The Disclosure 
Group shall review the form and content of each Disclosure Document. 

Section 4.3. Review of Official Statements. The following procedures shall apply to 
those Disclosure Documents described in subsections A. or G. of Section 3.1: 

A. Financing Group. Financial Services shall timely identify for the 
Disclosure Group a Financing Group for each finahcing (the composition of which may 
differ for each financing), which shall include the Deputy City Attorney for Finance and 
Disclosure (or such other Deputy City Attorney designated to work on the matter by the 
Deputy City Attorney for Finance "and Disclosure), such manager of Financing Services 
as the City Treasurer determines to be the appropriate interface with the bond financing 
team (i.e., bond counsel and/or disclosure counsel, underwriter(s), underwriter's counsel, 
financial advisors, and appropriate City staff), the City's outside disclosure counsel, and 
such other members of the Disclosure Group as the Disclosure-Group determines to be 
appropriate. -

B. Responsibihties of Financing Group, The Financing Group shall (i) assist 
the bond financing team in the preparation of the Disclosure Document and (ii) the 
manager of Financing Services working with the Financing Group shall1 certify to the 
Disclosure Group that",'to the best of his/her knowledge, these-Disclosure Controls and 
Procedures were followed in such preparation. 

1. The Financing Group shall be responsible for soliciting material 
information from City departments. The Financing Group shall identify 
Contributors who may have information necessary to prepare or who • should 
review portions of the Disclosure Document. These Contributors should be 
timely contacted and informed that their assistance -will -be needed for the 
preparation of the Disclosure-Document, .which notification will contain the 
infonnation set forth in Exhibit C 

2. The Financing Group shall contact the individuals and departments 
identified as Contributors as soon as possible in order to provide adequate time 

' for such individuals to perform a thoughtful and thorough review or draft of those 
portions of the Disclosure Document assigned to them. 

3. The manager of Financing Services assigned to the financing, 
together with the Deputy City Attorney for Finance and Disclosure, shall maintain 
or cause to be maintained an accurate log of all individuals or departn^ents that 
were requested to review or.draft information in connection with, a Disclosure 
Document, including what sections such individuals or department prepared or 
reviewed. The Deputy City Attorney for Finance and Disclosure shall also be 
responsibleJoiicollecting.alLtransmittaUetters.^certincations. and lists of sources. 
for incorporation into the minutes maintained by the Disclosure Group. 

Pase4 
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4. Tne Financing Group shall confirm to and advise the Disclosure 
Group that each section of and all financial and operating information contained 
in the Disclosure Document has been reviewed by an appropriate person, as 
evidenced by the written material described in 3. above (which shall constitute the 
"audit trail" referenced in Section 22.4105(a)C4) of the Municipal Code). Of 
particular import is that the "Appendix A" and other information concerning the 
City is thoroughly compared for accuracy against the City Financial Statements. 
The Financing Group shall review the letters and any accompanying information 
provided pursuant to subsections C. through G.. of this Section 4.3 and shall 
transmit such materials to the Disclosure Group, such letters to be substantially in 
the form set forth in Exhibit D. • 

5. The Financing Group shall report any significant disclosure issues 
and concerns to the Disclosure Group as they are discovered. 

6. The Financing Group shall advise the financial advisor and the 
underwriter(s) and their counsel, that they must execute upon their selection a 
confidentiality, agreement substantiaily in the form attached as Exhibit E. 

C.. Responsibihties of Contributors. A Contributor shall assist in reviewing 
and preparing the Disclosure Document using his or her knowledge of the City and by 
discussing the Disclosure Document with other members of the department in' an-attempt 
to ensure the accuracy of the infonnation and to determine whether any other infonnation 
should be discussed or disclosed. Once a Contributor is notified of ids or her need to 
participate in preparing a Disclosure Document, the Contributor and the Contributor's 
department director shall cooperate with Financing Group and Disclosure Group 
requests. 

D. Review bv Human Resources Manager. With respect to those Disclosure 
Documents described in subsection A., of Section 3.1 .that relate to securities that are 
secured directly' or indirectly by the City's general fimd, the Financing Group shall 
forward the Disclosure Document to the Human Resources Manager for review by means 
of a letter substantially similar to Exhibit C. In particular, the Human Resources 
•Manager and the Personnel- Director shall review any imormation in the Disclosure-
Document relating to employee relations, collective bargaining, pensions and benefits, 
and litigation concerning current or former employees. The'Human Resources Manager 
shall timely send any comments on the Disclosure Document to the Financing Group 
after receiving the Disclosure Document, by means of the transmittal letter attached as 
Exhibit F. 

E. Review bv San Diego Citv Employees' Retirement System fSDCERSV 
With respect to those Disclosure Documents described in-subsection A. of Section 3.1 
that relate to securities that are secured directly or indirectly by the City's genera) fund, 
the Financing Group shall forward the Disclosure Document to the [Retirement 
Administrator, Head of the Investment Division, Head of the Administration Division 
and Head of the Legal Divisionl by means of a letter substantially similar to Exhibit" C. 
Such individuals shall be requested to review any infonnation in the Disclosure 

Pa?e 5 



002146 

Document relating to pension benefits and other retirement benefits, pension plan funding 
and litigation concerning SDCERS. .Any comments on the Disclosure Document shall 

• timely be sent to the Financing Group after receiving the Disclosure Document, by means 
of the transmittal letter attached as Exhibit G. 

F. Review bv Citv Attorney for Litigation The Deputy City Attorney for 
Finance and Disclosure shall transmit the Disclosure Document to the appropriate 
attorneys in the City Attorney's office who are responsible for identifying any material 
current, pending or threatened litigation. The responsible attorneys shall timely draft 
descriptions of any such 'litigation, and of any material settlements or court orders, for the 
Disclosure Document after receiving the Disclosure Document. The responsible 
attorneys shall timely transmit the requested information to the Financing Group after 
receiving the Disclosure Document, by means of the transmittal letter attached as Exhibit 
H. 

G. Review bv Citv Auditor arid Comptroller. * The .Financing Group shall 
forward the Disclosure Document to the City Auditor and Comptroller by means of a 
letter substantially similar to Exhibit C. The City Auditor and Comptroller shall 
designate one or more employees to assist the Financing Groups with comparing and 
noting any discrepancies between the City Financial ^Statements and the Disclosure' 
Document. The City Auditor' and Comptroller shall also review the Disclosure 
Document in full to identify any material difference in presentation of financial material 
from the Financial Statements, any misstatement or omission in any sections that contain 
descriptions of infonnation prepared by or of interest to the City" Auditor and 
Comptroller. Any. comments on the Disclosure Document shall timely be sent to 'the 
Financing Group after receiving the Disclosure Document, by means of the transmittal 
letter attached as Exhibit I. 

H. , Reference Materials. The Deputy City Attorney for Finance and-
Disclosure and the City's outside disclosure counsel, in providing advice to the 
Disclosure Group regarding the contents of those Disclosure Documents' described in 
subsections A. or G. of Section 3.1. shall review and take into consideration the reference 
materials listed in Exhibit J, as updated from time to time. • 

Section 4.4. Review of Disclosure Documents other than Official Statements. The 
following procedures shall apply to those Disclosure Documents that are not addressed in 
Section 4.3;, 

A. Determination of Disclosure Document. Any person (each, a "Preparer") 
preparing any information for release to the public that could be considered a Disclosure 
Document and that is not otherwise identified as a Disclosure Document in the fonvard 
calendar referenced in Section 6.3, shall notify the Disclosure Group of such information. 
The Disclosure Group shall timely make a determination whether such information is a 
Disclosure Document pursuant to Section 4.1. 

B. Notify Disclosure Group. If it is determined that a document is a 
Disclosure Document, the Preparer shall inform the Disclosure Group of the (i) expected 

Page 6 
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completion date of the Disclosure Document and, (ii) the expected or required 
dissemination date of the Disclosure Document 

C. Involvement of Deputy Citv Attorney. The Deputy City Attorney for 
Finance and Disclosure, in consultation with the City's outside disclosure counsel, shall 
assist the Preparer to: 

1. identify material infonnation that should be disclosed; 

2. identify other persons that may have material information or 
knowledge of any information omitted from such Disclosure Document; and 

3. determine when the Disclosure Document is final and ready for 
review by the Disclosure Group. 

. D. Prepare Source List. The Preparer shall keep a list of individuals or 
groups that have contributed to the preparation of the Disclosure Document and a-list of 
sources from which the information summarized or updated in the Disclosure Document 
was derived. These lists shall be submitted to the Disclosure Group along with the 

• Disclosure Document. 

Article V 
Approval Process 

Section 5.1. General. Tne Disclosure Group shall review and approve the form and 
content of each Disclosure Document. Such approval shall be evidenced by the 
affirmative vote of a.majority of a quorum of the Disclosure Group, as determined by the 
Rules and Regulations. The Disclosure Group may determine that those Disclosure 
Documents that (i) the City is contractually obligated to file with the NRMSIRs if 
determined to be a material event or as a result of the failure to file the required annual 
financial infonnation and (ii) contain no discretionary content (e.g., rating changes), may 
be filed with the NRMSIRs upon the approval of the City's outside disclosure.counsel 
and at least one other member of the Disclosure Group. 

, Section 5.2. Submission of Official Statements to Disclosure Group for Approval. The 
Financing Group shall submit- any Disclosure Document described in Section 4.3 to the 
Disclosure Group when (i) it has obtained all of the approvals and source documentation 
described in Section 4.3, and (ii) in its best judgment, the Disclosure Document is in 

• substantially final form. Such submission shall be by means of the transmittal letter 
attached as Exhibit K. 

The Disclosure Group shall critically evaluate the Disclosure Document for 
accuracy, and have the opportunity to ask questions of the Financing Group and of any 
Contributor or other person who reviewed or drafted any section of the Disclosure 
Document. The Disclosure Group may send the Disclosure Document back to the 
Financing Group for revisions. Tne Disclosure Group shall timely contact the Financing 

Page 7 
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Group with any comments or questions on the Disclosure Document or the associated 
financing. ' . "\ 

Section 5.3. Submission of Official Statements to Citv Manager and Citv Attorney. 
Tne Disclosure Group shall submit any Disclosure Document described in Section 4.3 to 
the City Manager and City Attorney when, in its best judgment, (i) the Disclosure 
Document is in substantially final form and (ii) the Disclosure Group has complied with 
these Disclosure Controls and Procedures. Such submission shall be by means of the 
transmittal letter attached as Exhibit L. 

The City Manager and City Attorney shall critically evaluate, or cause to be 
evaluated, the Disclosure Document for accuracy. The City Manager and the City 
Attorney shall meet with the Financing Group and the Disclosure Group at a mutually 
convenient time, and ask questions of the Financing Group, the Disclosure Group, any 
Contributor, and any other person who reviewed or drafted any section of the Disclosure 
Document. The City Manager or City Attorney may send the Disclosure Document back 
to "the Financing Group for revisions. Upon satisfaction with the Disclosure Document, 
the City" Manager and City Attorney shall execute the certifications'required by Section 
22;4111 (a) of the Municipal Cods, in. the form attached as Exhibit M, and provide a copy 
to the Disclosure Group. 

Section 5.4. Citv Auditor and Comptroller Certification. Upon satisfaction with a 
Disclosure Document described in Section 4.3 or in subsection F. of Section 3.1, the City 
Auditor and.Comptroller shall execute the certification required by 22.0709(b) of the 
Municipal Code, in the form attached'.as Exhibit N, and provide a copy to the Disclosure \ 
Group. With respect to each CAFR, the City Auditor and Comptroller shall execute the ': J 
certification required by 22.0709(a) of the Municipal Code, in the form attached as 
Exhibit O, and provide a copy to the Disclosure Group. 

Section -5.5. Submissibn-of Official Statements to Citv Council for Approval. As part 
of the docketing process, the Disclosure Group shall submit any Disclosure Document 
described in Section 4.3 to the City Council for approval together with the certifications 
from the City Manager, the City Attorney, and the City Auditor and Comptroller 
promptly after the receipt of such certifications. The approval of- such a Disclosure 
Document by the City Council shall be docketed on the adoption'agenda and not be 
approved as a consent item. The City Council shall undertake such review as they are 
advised by the Deputy City Attorney advisor to the City Council appointed pursuant to 
Section 22.0303 of the Municipal Cods and the City's outside disclosure counsel to be" 
appropriate to fulnll their responsibilities under applicable federal and state securities 
laws. 

Section 5.6. Approval of Disclosure Documents other than Official Statements. Any 
Disclosure Document and accompanying source lists described in Section 4.4 shall be 
submitted to the Disclosure Group- for approval when the Preparer, the Deputy City 
Attorney for Finance and Disclosure, and the City's outside disclosure counsel believe 
such Disclosure Document is ready for dissemination. 

Page 8 
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i The Disclosure Group shall critically evaluate the Disclosure Document for 

^ accuracy and sufncisncy, and have the opportunity to ask questions of the Preparer or 
any other person who reviewed or drafted any section of the Disclosure Document. The 
Disclosure Group may send the Disclosure Document back to the Preparer for revisions. 
The Disclosure Group shah contact the Preparer with any comments or questions on the 
Disclosure Document or^the associated financing by no later than (a) in the case of a 
Disclosure Document scheduled on the forward calendar referenced in Section 6.3., the 
later of (i) five (5) business days after receiving such Disclosure Document and (ii) the 
business day immediately succeeding the next regularly scheduled meeting of the 

• Disclosure Group, or (b) in the case of an unscheduled Disclosure Document, as soon as 
reasonably practicable. 

.Article VI 
Timelines for Re\dew 

Section 6.1. Timelines for Review of Official Statements. . The timeline for any 
particular bond financing for which a Disclosure Document as described in subsections 
A. or G. of Section 3.1 will be used will vary depending on the type of bonds being 
offered (e.g., variable rate, fixed rate, auction rate), the security for the bonds (e.g., 
general obligation, revenue pledge), the purpose for the financing, and other factors 
unique to each bond financing. Accordingly, the following timeline has been developed 
to assist the Disclosure Group, each Financing Group, and each bond financing team in 
developjiig a bond financing .schedule, but is intended only to provide very general 
guidance in light of the unique characteristics of each bond financing. 

Day 270 Disclosure Group notified of the bond financing by inclusion of the 
financing on the forward calendar referenced in Section 6.3, and 
identifies a Financing Group . 

Days 150-270 Financing Group meets with the bond financing team to understand-
basics of bond financing; .initial draft of Disclosure Document is 
prepared 

Day 150 Financing Group distributes infonnation to Contributors and 
department directors 

Day 150' Financing Group distributes information to Human Resources 
Manager, SOGERS representative; and City Auditor and 
Comptroller, as may be applicable 

Day 130 Deputy City Attorney for Finance and Disclosure transmits 
Disclosure Document to appropriate litigation attorneys in City 
Attorney's Office 

Days 110-130 Department directors and Contributors discuss Disclosure 
Document at depanmental meetings 

Page 9 



002150 

Day 100 

Day 90 

Days 60-90 

Days 40-60 

Days 30-40 

Day 30 

Day 29 

Day 15-29 

Day 5 

DayO 

Day 0 - Delivery 
Date (or such later . 
date through which 
the City is 
contractually 
obligated to-advise 
the bond financing 
team of material 
events) 

Contributors submit requested information to Financing Group 

Human Resources Manager, SDCERS representative and City 
Attorney representative transmit any requested information to 
Financing Group 

Financing Group reviews Disclosure Document and all related 
materials, and transmits to Disclosure Group • 

Disclosure Group reviews Disclosure Document and all related 
materials, and submits to City Manager and City Attorney 

City Manager and City Attorney meet with Disclosure Group 

City Manager and City Attorney execute required certifications 

Disclosure Group submits Disclosure Document and related 
certifications to City Council as part of the docketing process 
referenced in Section 5.5 

•City Council briefed regarding Disclosure Document by Deputy 
City Attorney advisor to the City Council and the City's outside 

City Council approves Disclosure Document 

Preliminary Official Statement is mailed 

Financing Group advises Disclosure Group of (i) any material 
changes to Preliminary Official Statement to create the final 
Official Statement and (ii) any material changes to the final Official 
Statement up to and including the date of delivery of the bonds. In 
either such event, the Disclosure Group must review and approve 
the form and content of the material change disclosure and 
determine whether it is necessary or appropriate to submit the 
material change disclosure to the City Council for approval. 

Section 6.2. Timelines for Review of Disclosure Documents other than Official 
Statements. The timeline for preparing any particular Disclosure Document will vary 
depending on the type of Disclosure Document and whether or not the Disclosure' 
Document was on the forward calendar referenced in Section 6.3. Accordingly, the 
following timeline has been developed to assist the Disclosure Group and the Preparer in 
developing a schedule, but is intended only to provide very general guidance in light of 
the unique characteristics of each Disclosure Document. 

Page 10 
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• ^ 

• Action 

Disclosure Group notified of the potential Disclosure 
Document 

Disclosure Group makes a determination whether a 
document is a Disclosure Document 

Preparer, Deputy City Attorney for Finance .and 
Disclosure, and the City's outside disclosure counsel 
identify other persons that may have material information 
or knowledge' of any information omitted from such 
Disclosure Document 

Disclosure Document finalized and transmitted to 
Disclosure Group 

T^i» n r i l ^ m>--& r"!*-/-*!*»-i •*&! r i ^ i t r r T V nr* 1 ^ m i r - f i T ^ V r ^ n r r i w r f O T I / ^ o i l 

related materials, and approves Disclosure Document for 
dissemination 

Scheduled 
(measured'by 
days before 
Disclosure 
Document 

dissemination 
scheduled) 

60 days 

N/A 

50-60 days 

25-50 days 

1 O Ao\te 

Unscheduled 
(measured from 

days after 
unexpected 
Disclosure 
Document 
revealed) 

ASAP 

2 business 
days 

4-business 
days 

4-5 business 
days 

days 

Section 6.3. Forward. Calendar. The Disclosure Group shall develop a forward 
calendar that sets forth, to the best judgment of the Disclosure Group, a comprehensive 
list of Disclosure Documents thatare subject to the review and.approval of the Disclosure 
Group over the next twelvemonths. Such forward calendar shall be revised from time to 
time, and every effort shall be made to keep such document current. The City Treasurer 
shall advise the Disclosure Group of all Disclosure Documents originating in Financing 
Services (being those Disclosure Documents described in subsection A. of Section 3.1, 
and those Disclosure Documents filed by the City with the NRMSIRs pursuant to 
continuing disclosure agreements described in subsection C. of Section 3.1) that are 
expected to be submitted to the Disclosure Group for review and approval over the next 
twelve months. In addition, the City Treasurer shall advise the Disclosure Group, after 
soliciting the appropriate infonnation from the .Related Entities, of those Disclosure 
Documents described in subsections F.' or G. of Section 3.1 that are expected to be 
submitted to the Disclosure Group for review and approval over the next twelve months. 
The City Auditor and Comptroller shall advise the Disclosure Group of the dates that the 
CAFR, the audited financial statements of the Metropolitan- Wastewater Utility, the 
audited financial statements of the Water Utility, the Disclosure Documents described in 

•subsectiorTB. of Section 3.1, and any other DisclosunTDocumsnt, are expected to b: 

. Page 11 
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submitted to the Disclosure Group for review and approval over the next twelve months. 
Tne Deputy City Manager for Finance shall advise the Disclosure Group of the date that 
the Disclosure Document described in subsection H. of Section 3.1 is expected to be 
submitted to the Disclosure Group for review and approval over the next twelve months. 

.Article VII 
Training Policy 

Section 7.1. Training Sessions. 

A. Employees with responsibility for collecting or analyzing infonnation that 
may be material to the preparation of a Disclosure Document shall'attend disclosure 
training sessions conducted by the City's outside disclosure counsel, with the assistance 
of the Deputy City Attorney for Finance and Disclosure appointed pursuant to Section 
22.0302 of the Municipal Code. New employees shall attend such a session within three 
months of their first day of employment. Such training sessions shall include education 
on the City's disclosure obligations under applicable federal and state securities laws and 
their responsibilities and potential liabilities regarding such obligations, the anonymous 
and confidential contact infonnation for the Financial Reponing Oversight Board 
described in Section 9.2, and the contact infonnation for the Deputy City Attorney for 
Finance and Disclosure. Such training sessions may be conducted by videotape. 

B. The determination as to whether, or not an employee shall receive such 
training shall be made by the Deputy City Manager, the City Auditor and Comptrolisr, or 
the City Attorney, as appropriate, responsible for such employee. The Disclosure Group 
may also require training for an employee not specified by any such person. 

• C. Separate training sessions shall be conducted by the City's outside disclosure 
counsel, with the assistance of the Deputy City Attorney for Finance and Disclosure and 
the Deputy City Attorney designated as an, advisor to the City Council, pursuant to 
Section 22.0303 of the Municipal CTode, for the Mayor and City Council members. 

Article VTII 
Document Retention Policies 

Section S.l. Official Statements. 

A. Materials retained. The Disclosure Group shall retain in a central depository, 
for, a period of-five years from the date of delivery of the securities referenced in a 
Disclosure Document described in subsections A. or G. of Section 3.1, the following 
materials: 

1. the printed copy of the Preliminary and final Official Statement (or 
Preliminary and final Offering Memoranda); 

2. the "deemed final" certification provided by a City official to the 
underwriter of the securities in accordance with paragraph (b)(1) of Rule 15c2-12; 

Pase12 
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3. the executed copies of the letters, requests, and certifications, the 

forms of which are attached as Exhibits B-K, and M; 

4. the information and related sources referenced in the materials 
described in 3. above; 

5. the bond purchase agreement; and 

6. any written certification or opinions executed by a City official 
relating to disclosure matters, delivered at the time of delivery of the related 
securities. 

B. Materials not retained. The Disclosure Group shall not retain after the date of 
delivery of the related securities the drafts of any of the materials referenced in 
subsection A. above. 

Section 8.2.' Disclosure Documents other than Official Statements. The Disclosure 
Group shall retain in a centra] depository, for a period of five years from the date the 
respective Disclosure Document is published, posted, or otherwise made publicly 
available: 

1. the final version of tile-Disclosure Document, 

2. all transniittai letters, requests, and certifications relating to 
infonnation in the Disclosure Document, 

3. the infonnation and related sources referenced in the materials 
described in 2. above. 

The Disclosure Group shall not retain the drafts of any such materials. 

• Article IX 
Confidential Submissions 

Section 9.1. Deputy Citv Attorney for Finance and Disclosure. The City shall 
encourage City employees to contact the Deputy City Attorney for Finance and 
Disclosure with any disclosure questions or concerns. To the extent permitted by law, 
upon the employee's request, the Deputy City Attorney for Finance and Disclosure shall 
keep the employee's identity confidential. 

Section 9.2. Financial Reporting Oversight Board (FROB") Contact Information. The 
City shall set up a confidential and anonymous system so that City employees can contact 
the FROB with any concerns about accounting or financial disclosure issues if they prefer 
not to contact the Deputy City Attorney for Finance and Disclosure. The FROB will 
create a procedure for contacting them in an anonymous and confidential manner. 

Page 13 
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Article X 

Annua l Review 

Section 10.1. Annual Review. The Disclosure Group shall conduct an annual 
svaliiation'of these Disclosure Controls and Procedures and prepare an annual report, in 
accordance with the procedures and the dates established' by Section 22.4106 of the 
Municipal Code. 

L:\BLAKE\DPWG\Disclosure Controls (4ih Draft) 9 27 05.doc 
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Related Entities 

Assessment District 4030 (Otay Mesa Industrial Park) 

Assessment District 4096 (Piper Ranch Business Park) 

City of San Diego/MTDB Authority 

Community Facilities District No. 1 (Miramar Ranch North) 

Community Facihties District No. 2 (Santaluz) 

Community Facilities District No. 3 (Liberty Station) 

Community Facihties District No. 4 (Black Mountain Ranch Villages) 

Convention Center Expansion Financing Authority 

Public Facilities Financing Authority of She City of San. Diego 

Reassessment District No. 1999-1 

Reassessment District No. 2003-1 

Redevelopment Agency of the City of San Diego 

San Diego'Facilities and Equipment Leasing Corporation 

San Diego Housing Commission 

San Diego Open Space Park District No. 1 

Exhibit A 
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Exhibit B 

. Related Entity Letter 

Pursuant to Ordinance No. .0-19520 (the "Ordinance"), the Disclosure Practices 
Working Group (Group) has the responsibility to review the form and content of 
infonnation disclosed by the City in connection with securities issued by Related Entities 
(as defined in the Ordinance). Accordingly, in order to fulfill such responsibility, you 
must submit this letter for approval by the Group, and you understand and agree that you 
will not docket the Preliminary Official Statement or other offering document for 
consideration by the City' Council prior to submitting this letter to the Group; 

You have received this letter because [name of issuer] is a Related Entity. Please 
advise, by checking the appropriate box below, whether you .are in receipt of any 
information of the type referenced in the preceding paragraph. 

• We did not request, and did not receive, any information from a City employee 
that we intend to include in the Preliminary Official Statement or other offering 
document that is being prepared in connection with the securities being offered by [name 
of Related Entity]., 

D We received information from [name of City employee], a copy of which is 
attached, which we intend to include in the Preliminary •Official Statement that is being 

. prepared in connection with the securities being offered by [name of Related Entity]. We 
understand and acknowledge that we. are not authorized to include this information in 
such Preliminary Official Statement or any other disclosure document until we receive ' 
written-authorization from a representative of the Group to include such information 

•Related Entity: 

Authorized Officer: 

!-l 
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Exhibit C 

Request for Information from Contributors 

The Financing Services Division of the City Treasurer's Office is requesting information 
from [department or division name] to be included in a detailed disclosure of the City's 
financial and operating data for an [official statement] [annual report] to be issued by the 
City in connection with [the sale of bonds' or other securities] [federal annual reporting 
requirements for municipal securities]. This infonnation will be disseminated publicly to 
the investing public, including bondholders, rating agencies, financial advisors and other 
members of the investment community. 

Federal securities laws require that the information be complete, accurate, and in no way 
misleading. Please review carefully the infonnation you are providing to be certain, to 
the best of your knowledge after reasonable inquiry of the appropriate persons, that it is 
accurate; complete and not misleading. Please be certain that the source documentation 
is in ail ways reliable and auditable, should any future inquiry arise. Please provide a 
copy of all source documentation. Please describe any exceptions or other caveats to the 
information you are providing. 

Please review the infonnation in its entirety, rather than simply updating that which has 
already been provided, to determine whether any material changes have occurred or if 
any new or additional information should be included to make the infonnation you are 
providing not misleading and as complete and accurate as possible. 

Please provide the information by no later than [X date], and please advise of any 
subsequent changes to such infonnation through [Y date]. 

If you require' additional information regarding, this request for information, please 
contact , at x .- Thank you for your assistance. 

C-l 
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C 0 2 1 5 13 Transmittal by Department Director 

.. or Deputy City' Manager 
to Financing Group 

I am the [Department Director/Deputy City' Manager] responsible for reviewing 
the portion of the Disclosure Document that is attached.' This disclosure has been 
reviewed by me and by eachidentified Contributor, and was discussed at a meeting of the 

department, .1 have also attached copies of any materials that were a source 
for all or a portion of this disclosure. I have reviewed and complied with the procedures 
set forth in subsection C. of Section 4.3 of the Disclosure Controls and Procedures. I 
have attended the federal securities law training seminar conducted by the City's outside 
disclosure counsel In the event of any material change to the attached disclosure 
between the date of this letter and the scheduled delivery date for the bonds (X date), I 
shall promptly advise the Financing Group. 

[Department director/Deputy City Manager] 

Attachments 

• reviewed disclosure 

• . source materials 

• ' list of Contributors 

D-l 
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Exhibit E 

[Underwriter's/Financial Advisor's] Confidentiality Agreement 

The [Underwriter/Financial Advisor] acknowledges, represents and warrants to 
the City that in connection with the preparation for and offering and sale of the Bonds, 
the [Underwriter/Financial Advisor], its agents, employees and counsel involved in the 
offering have been and will be provided non-public infonnation by or' on behalf of the 
City, including but not limited to drafts of the Preliminary Official Statement and Official 
Statement; the [Underwriter/Financial Advisor], its agents, employees and counsel 
involved in the offering have been and willbe provided such information for the purpose 
of the offering and sale of the Bonds and not for any other purpose; and the Preliminary 
Official Statement and Official Statement, and any supplements or amendments thereto in 
accordance with the provisions of the Bond Purchase Agreement, constitute the only 
documents authorized by the City for dissemination of such information.. 

The [Underwriter/Financial Advisor] covenants and agrees to protect and' 
maintain the confidentiality of such infonnation and to take appropriate steps to assure 
that its agents, employees and counsel involved in the offering will not make use of such 
information for any purpose other than the offer and sale of the Bonds. 

.Notwithstanding the- preceding two paragraphs, the [Underwritsr/Financial 
Advisor] has the right to use or to disclose any information: (i) which is, at the time of 
disclosure, generally known or available to the public, (other than as a result of a breach 
of this Agreement); (ii) which becomes, at a later date, generally known or available to 
the public through no fault of the [Underwriter/Financial Advisor] and then only after 
said later date; (iii) which is disclosed to the. [Underwriter/Financial Advisor] in good 
faith by a third party who, to [Underwriter/Financial AdvisorJ's knowledge, has an 
independent right to such infonnation and is under no known obligation not to disclose it 
to the [Underwriter/Financial Advisor]; (iv) which is possessed by the 
[Underwriter/Financial Advisor], as evidenced by such [Underwriter/Financial Advisory's 
written or other tangible-evidence, before receipt thereof from the City; (v) to the extent • 
expressly required by any governmental, judicial, supervisory or regulatory authorities 
pursuant to federal or state law, subpoena or similar legislative, administrative or judicial 
process; (vi) in connection with the offering and sale of the Bonds if the 
[Underwriter/Financial Advisor] or its counsel determines that confidential infonnation is-
material (within the meaning of the federal securities laws) and therefore must be 
disclosed in connection with the offering and sals of the Bonds, provided, that the 
[Underwriter/Financial Advisor] shall provide prior written notice thereof to the City (to 
•the extent permitted by law), including a copy of the proposed disclosure or other use, 
and shall have obtained the City's written consent to such use if the offering has not 
commenced; or (vii) .the use of which is consented to by the express prior written consent 
of the City. 

The- [Underwriter/Financial Advisor] shall return all confidential material to the City 
when the bond transaction is completed or their services are otherwise completed. 

E-l 
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exhibit F 

Letter from the Human Resources Manager 

Financing Group: 
I have reviewed the information in the [Official Statement/Offering 

Memorandum] that relates to employee relations, collective bargaining, pensions and 
benefits, and litigation concerning current or former employees. I have also read and 
understand the directions that were provided to me in the letter from the Financing 
Group. In the event of any material change to the attached disclosure between the date of 
this letter and the scheduled delivery date for the bonds (X date), I shall immediately 
advise the Financing Group. [No infonnation concerning the above categories was 
included./! have no comments./My comments are attached.] 

Human Resources Manaeer 

F-l 



002162 
Exhibit G 

Letter from SDCERS Representative 

Financing Group: 

I have reviewed the infonnation in the [Official Statement/Offering 
Memorandum] that relates to pension benefits and other retirement benefits, pension plan 
funding, and litigation concerning SDCERS. I have also read and understand the 
directions that were provided to me in the letter from the Financing Group. In the event 
of any materia] change to the attached disclosure between the date of this letter and the 
scheduled delivery date for the bonds (X date), I shall immediately advise the Financing 
Group, [No information concerning the above categories was included./I have no 
comments./My comments are attached.] 

SDCERS Representative 

G-l 
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Exhibit H 

Letter from City Attorney's Office Regarding Litigation 

Financing Group: 

' The litigation section of the Disclosure Document has been reviewed by the 
appropriate attorneys, and the attached disclosure reflects all material current, pending or 
threatened litigation, and describes any material settlements or court orders. For purposes 
of this letter, the term "material" means (i) any "litigation threatened, pending or 
commenced against the City seeking to prohibit, restrain or enjoin the issuance,-sale or 
delivery of. the Bonds, or contesting or affecting the validity or enforceability of, or the 
power of the Issuer to issue, the Bonds, (ii) any litigation the potential exposure for which 
is greater than 25,000,000. In 'the event of any material change to such information 
between the date of this letter and the scheduled delivery date for the bonds ,(X date), I 
shall immediately advise the Financing Group. 

Deputy City Attorney for Finance and 
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Exhibit I 

Letter from City Auditor and Comptroller 

Financing Group: 

I have reviewed the information in the [Official Statement/Offering 
Memorandum], including particularly the financial disclosures, and I have compared the 
financial disclosures in the Disclosure Document to the City's Comprehensive Annual 
Financial Report. I have also read and understand the directions that were provided to me 
in the letter from the Financing Group. To the best of my knowledge, there are no 
misstatements or omissions in any sections of the'Disclosure Document that contain 
descriptions of information prepared by or of interest to' the City Auditor and 
Comptroller. In the event of any material change to the attached disclosure between the 
date of .this letter and the scheduled delivery date for the bohds-(X date), I shall 
immediately advise the Financing Group. [I have no-comments./My comments are 
attached.] 

City Auditor and Comptroller 

1-1 
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Exhibit J 

Municipal Finance Disclosure Reference Materials 

1. Public Finance Criteria. Standard & Poor's (see www.standardandpoors.com, 
click on "Criteria and Definitions" under "Credit Ratings'1). 

2. Questions to Ask Before You Approve a Bond Issue: A Pocket Guide for Elected 
and Other Public Officials. National League of Cities; National Association of 
Counties; National Association of State Auditors, Comptrollers, and Treasurers; 
and the Govemment Finance Officers Association, Dec. 1996 

3. Disclosure Roles of Counsel in State and Local Govsnunent Securities Offerings. 
American Bar Association, State and Local Government Law, and National 
Association of Bond Lawyers, 1995. 

4. Recommended Best Practices in Disclosure. National Federation of Municipal 
Analysts, 2004. 

5. Making Good Disclosure: The Role and Responsibilities of State and Local 
Officials Under the Federal Securities Laws. Govemment Finance Officers 
Association, 2001. 

6. Disclosure Guidelines for State and Local Government Securities. Govemment 
Finance Officers Association, 1991. 

J-l 
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Exhibit K 

Transmittal of Official 
Statement by Financing Group 

to Disclosure Group 

Disclosure Group: 

The Financing Group has, with respect to the [Official Statement/Offering 
Memorandum], (i) performed the responsibilities set forth in subsection B. of Section 4.3 
of the Disclosure Controls and Procedures, (ii) obtained all the approvals and source 
documentation described in said Section 4.3, copies of which are attached, and (iii) in our 
best judgment, the Disclosure Document is in substantially final form and ready for 
review by the Disclosure Group. 

Representative of Financing Group 

[list names of members of Financing Group 

K-l 
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Transmittal of Official 
Statement by Disclosure Group 

To City Manager and City Attorney 

City Manager and City' Attorney: 

The Disclosure Group has reviewed and' approved the [Official 
Statement/Offering Memorandum] in accordance with the procedures set forth in Section 
5.2 of the Disclosure Controls and Procedures. In the best judgment of the Disclosure 
Group, the Disclosure Document is in final form and the Disclosure Group has complied-
with the Disclosure Controls and Procedures. 

Representative of Disclosure Group 

[list names of members of Disclosure Group] 

L-l 
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Exhibit M 

Certifications by City' AttorDey and City Manager 

City Council: 

I have reviewed the [description of Official Statement or Offering Memorandum], 
and I have met with and asked questions of the Financing Group, the Disclosure Group, 
any Contributor, any other person who reviewed or drafted any section of the [Official 
Statement/Offering Memorandum], and any other person that I thought necessary or 
appropriate. I hereby certify that, to the best of my knowledge, the [Official 
Statement/Offering Memorandum] does not make any untrue statement of a material fact 
or omit to state a material fact necessary in order to make the statements' made, in the 
light of the circumstances under which they were made, not misleading. 

City Manager/City Attorney 

M-1 
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Certification by City Auditor and Comptroller Regarding Official Statements 

City Council: 

I have reviewed the [description of Official Statement or Offering Memorandum] 
and compared the City Financial Statements with the Disclosure Document. In addition, 
I have reviewed the-Disclosure Document in full to identify any misstatement or 
omission in any sections that contain or omit descriptions of infonnation prepared by or 
of interest to the City Auditor and Comptroller. I hereby certify that, to the best of my 
knowledge: 

1. the Disclosure Document fairly-presents, in all material respects, the financial 
condition and results of operations of the City; 

2. the Disclosure Document does not make any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made, in the 
tight of the circumstances under which they were'made, not misleading; and 

3. that the financial statements and other financial infonnation from the City 
•Financial Statements included in such Disclosure Document, if any, fairly present in all 
material respects the financial condition and results of operations of the City as of, and 
for, the periods presented in the City Financial Statements. 

City Auditor and Comptroller 

N-l 
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Exhibit O 

Certification by City Auditor and Comptroller Regarding CAFR 

•City Council: 

I hereby certify that, to the best of my knowledge, as of the date of the CAFR: 

1. the infonnation contained in the [Fiscal Year] CAFR fairly presents, in all 
material respects, the financial condition and results of operations of the City as of, and 
for, the periods presented in the CAFR; and 

2. the CAFR does not make any untrue statement of a material fact or omit to 
state a material fact necessary in order to make the statements made, in the light of the 
circumstances under which they were made, not misleading. 

City Auditor and Comptroller 

0-1 
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DAVID B. WESCOE 
Retirement Adiamistrawr 

January 31, 2007 

Jay Goldstone 
Chief Financial Officer 
The City of San Diego 
202 C Street, M.S. 9A 
San Dieso. CA 92101 

»«nii 
sdCE. 
San Diego City EnipZoyees* 

Retirement Svetem 

RE: Status of Kroll Remediation Items Involving SDCERS 

Dear Jay: 

We are providing you with an update regarding the remediation items contained in Kroll's 
August 8, 2006 report identified by your tracking number. 

97. The Audit Committee concurs with actions being taken by the Retirement Administrator 
to establish a financial reporting function within SDCERS. (Page M-9) 

My letter to Lynn Turner, dated July 12, 2006 (Attachment 1), describes SDCERS' 
Financial Reporting and Administration Division, which has been expanded to include 
four accountants, one management analyst and three support staff-—the most 
experienced and talented financial team in SDCERS' history. 

98. SDCERS should develop a comprehensive methodology to identify, track, and recover 
overpayments made to deceased pensioners. (Page M-25) 

In January 2005, SDCERS' Benefits Administration Division implemented a 
comprehensive review of deceased Member and Beneficiary accounts. This review 
includes identifying, tracking and recovering overpayments to deceased Members and 
Beneficiaries, In September 2006, SDCEJtS improved this process by implementing 
monthly social security number "death matches." As a result, outstanding 
overpayments have all but been eliminated. 

email:dwescoe@saDdiego.gov " website: www.sdcers.org 
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99. SDCERS should re-bid the contract for the performance of its actuarial valuation every 

five years and that the actuary not be engaged for more than TWO five-year terms. (Pages 
260 & M-12) 

In 2005, SDCERS contracted with Cheiron for valuation years ending June SO, 2005 
through June 30, 2007. While ihe contract provides for a five-year automatic 
extension, it may be terminated by SDCERS without cause at any time. 

100. SDCERS should require its investment consultants and fund managers to annually 
complete a Vendor Disclosure Form that calls for disclosure of all information regarding 
remuneration paid or received related to funds managed for SDCERS, as well as its 
business dealings with the SDCERS investment consultant. (Pages 258 & M-10) 

SDCERS' investment consultant discloses any relationship where they receive 
remuneration from investment managers. In addition, SDCERS requires disclosure 
from its investment managers of any soft dollar arrangements involving SDCERS' 
assets. 

101. Investment consultants and managers should be advised that a failure or delay in filing 
the annual disclosure will result in a penalty, including termination of services. (Pages 
258 & M-10) 

Failure by any firm to disclose the information outlined in response to item J 00 above 
can result in penalties up to and including termination of their contract with SDCERS. 

102. The Retirement Administrator and CFO of SDCERS should annually include in the 
SDCERS' CAFR a signed management report on the financial statements and disclosures 
which include a statement of SDCERS' responsibility for establishing and maintaining an 
effective system of internal control over financial reporting and disclosures; a statement 
setting forth SDCERS' assessment of the effectiveness of the internal controls; a 
statement that based on their knowledge, the CAFR does not contain any untrue 
statement of a material fact or omit to state a material fact necessary to make the CAFR 
not misleading; and a statement that the financial statement and other information 
included in the CAFR fairly present in all material respects the net assets and activities of 
SDCERS for the period presented. (Pages 257 & M-9) 

We agree with this recommendation, and we intend Jo include the report and 
statements in SDCERS' 2006 CAFR. 

112. To address Board authority and pursue administrative excellence, the controlling 
documents should be reviewed and, if necessary, modified to ensure that the Board has 
the-necessary- tools- available-tO"effectively-and^efficiently-carr>L-out--itS"fiduciar-y-dutie£— 
(Page M-25) 

401 B Street • Suite 400 • MS 840 • San Diego, CA 92101 • tel: 619.525.3600 • fax: 619.595.0357 
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The Navigant Consulting report, issued on January 20, 2006 (seven months prior to 
the issuance of Kroll's report), contained numerous recommendations involving 
SDCERS' corporate governance, actuarial soundness, benefit payments, staff and 
internal audit (A copy of Navigant's report is available on-line at www.sdcers. com.) 
An ad-hoc SDCERS Board Committee was established in January 2006 lo review 
Navigani's recommendations, and the Committee issued its final report on November 
3,2006. (Attachment 2) 

Over the next several months, SDCERS' Business and Governance Committee, 
together with our General Counsel and Chief Compliance Officer, will review all 
existing SDCERS policies and applicable City ordinances to ensure that all SDCERS 
policies and City laws reflect best practices in ihe public pension area. 

113. The controlling legal documents must make the Board's authority clear related to 
investment policy, actuarial assumptions, system budget and policies, retention of outside 
professionals, and administrative rules. (Page M-25) 

They do. 

114. The chief accounting ofncer of SDCERS should have adequate prior experience .with 
investment operations and financial reporting and disclosures. (Pages 258 &. M-10) 

As discussed in item 97 above, effective on July 10, 2006, the CFO position was 
elevated to report directly to SDCERS' CEO. The current CFO, Bob Wilson, has a BS 
in accounting and has had a long career with the City of San Diego's Auditor and 
Comptroller Department prior to his appointment as Assistant Administrator at 
SDCERS on November 1, 2005. Mr. Wilson's resume is attached to the July 12, 2006 
letter. (Attachment 1) 

119. SDCERS should have standing committees to address board governance, compensation 
and evaluation of the Retirement Administrator, investments, and an audit and 
compliance committee. (Pages 256 &, M-9). 

SDCERS' standing committees include Investments, Business and Governance, 
Executive, Audit and Disability. Sections 3.00 through 3.04 of SDCERS' Board Rules 
are enclosed. (Attachment 3) 

120. SDCERS should adopt a formal charter for each committee which should be updated no 
less frequent than every three years. Pages 257 & M-9) 

The Audit Committee's charier is attached, (Attachment 4) Charters arc being drafted 
forHhe-^ther-Board-standing~committees—and-their~responsibilities~<ire-outlined-in~ 
SDCERS' Board Rules. 
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121. SDCERS must be free to retain its own independent legal counsel. (Pages 260 &, M-12) 

It is. SDCERS vigorously asserted its right to retain its own independent counsel in 
litigation with the City Attorney of San Diego and prevailed On November 6, 2006, 
SDCERS hired Christopher W. Waddell, formerly the General Counsel ofCalSTRS, as 
its new General Counsel 

I hope these answers are satisfactory. If you have additional questions or need any other 
information, please let me know. 

Sincerely, 

\wc/(/C 
David B. Wescoe 

Enclosures 

cc:- Council President Scott Peters 
Julie Dubick, Mayor's Office 
John Dyer, CPA 

401 B Street • Suite 400 • MS 840 • San Diego, CA 92101 • tel: 619.525.3600 • fax: 619.595.035? 
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DAVID B. WESCOE 
Retiremenl AmniniEU^tor 

July 12, 2006 

Lynn Turner • VIA DHL 
10901 West 120 Avenue 
Suite 335 
Broomfield, CO 80021 

Dear Lynn: 

I am writing to follow-up to our recent telephone call discussing Kroll's forthcoming report 
("Report")* which will include several Remediation" recommendations concerning SDCERS. 
Because SDCERS' Board has addressed many, if not all, of the items that you mentioned, I 
wanted to confirm the Board's actions so that they can be reflected in the Report 

As background, in August 2005, SDCERS' Board 'unanimously approved the retention, through 
special fiduciary counsel, of Navigant Consulting Inc. (''Navigant") to conduct an independent 
investigation. Navigant issued its report on January 20, 2006, and a copy is available on 
SDCERS' web site: httnV/www.sdcers.org/forms newsevents.isp . 

Portions of Navigant*s Report focused on SDCERS' corporate governance. After reviewing 
Navigant's reoort, the Board voted to modify and improve our governance structure sienificantly 
by: 

• Consolidating the Business and Procedures Committee with the Rules Committee to form a 
single, more effective Business and Governance Committee; 

• Reconfiguring the Audit Committee to be comprised of two Board members and three 
independent, financially experienced non-Board member citizens of San Diego. One of the 
three independent members will serve as. Committee Chair, and the SDCERS' Board 
President will serve on the Committee ex-officio. Tnis Committee is being reconstituted 
now-; 

email:dwescoei^sandiego.gov • website: www.sdcers.org 
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• Hiring a full-time Internal Auditor staff position that will report directly to the Audit 

Committee. This will be the first time.in SDCERS' history that an internal auditor position 
will report directly to a truly independent Audit Committee; 

• Creating a Compliance Officer staff position reporting directly to the Board; and 

• Developing a training program to provide Board members with exposure to and knowledge 
in fiduciary responsibility, Board governance, conflicts of interest, actuarial science, prudent 
investment policies. SDCERS' operations and finance, and benefit administration. 

These are significant steps by SDCERS and reflect the Board's commitment-to a ifbest practices" 
approach to corporate governance. 

You and I also discussed SDCERS' Chief Financial Ofncer (CFO) position. Most recently, this 
position was held by Patrick Lane, who reports to Bob Wilson, SDCERS' Assistant 
Administrator. Effective July 10th, Bob Wilson became our CFO with responsibility for all 
financial management and reporting. This will elevate the CFO position by making it a direct 
report to the CEO, and it will expand our financial management organization. (Bob, who has a 
BS in accounting, had a long and distinguished career with the City of San Diego's Auditor and 
Comptroliei Departmerxt pnor to uis appomtmcnt as •nssistant AumirustratGr here on Ncvsinbcr 
1,2005.) 

In addition, the Financial Reporting and Administration division has been expanded to include 
four, accountants, one management analyst and three support staff. The accountants include Sara 
Jimenez, who has a BS in Accounting and an MA in Infonnatioh Systems and is a CPA and 
Certified Internal-Auditor, with over-20 years of accounting and financial management 
experience, and Stella Kuzuldan, who has-a BS in Accounting and a certification in Quality 
Business Practices, with over 15 years of experience, and two positions to be filled. Sussan 
Johnsen, our management analyst, has two Masters degrees, one in public administration and one 
in-business administration, and over 20 years of financial and budget administration experience. 
The support staff members include Denise Zent who has over 18 years operating day-to-day 
pension, payroll administration, Danielle Esquivel, who has over 13 years of experience in 
accounting operations, and one position to be filled. 

This is the most experienced and talented financial team in SDCERS' history. 

During our conversation, you also suggested that it would be a good idea if SDCERS' financial 
statements were certified by its CEO and CFO. Peter Preovolos, our Board President, and I 
agree, and we plan to institute the practice as soon as possible. 

401 B Street • Suite 400 • MS S40 • San Diego, CA 92101 • tel: 619.525.3600 • fa?:: 619.595.0357 
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As these actions make clear, SDCERS is committed to, and well down the path toward, having a 
corporate governance structure as good as or better than any public company we might invest in. 

If you have questions about the issues we discussed or about SDCERS, please call me. 

Sincerely. 

David B. Wescoe 

cc: SDCERS Board of Administration 
Honorable Mayor Jerry Sanders 
Council President Scott Peters 
Ronne Froman 
Jay Goldstone 

401 E Street • Suite 400 • MS 840 • San Diego, CA 92101 • tel: 619.525.3600 • fax: 619.595.0357 
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Bob Wilson 

B.S. Accounting, San Diego St. University, December 1976 

Citv of San Diego. Auditor and Comptroller Department 
March 1978-October. 2005 

1978-1981: Audit Division, Internal Auditor 

Performed internal audits in areas including financial statements; departmental 
operations; efficiency improvement and best practices; payroll and all payables 
and special investigations. 

1981 - 1985: Financial Systems Division, Systems Accountant 

Partnered with computer programmers to develop and maintain financial 
computer systems, including generalledger, payroll, accounts receivable, 
accounts payable. Documented existing systems, developed requirements and 
system design, performed system tests through implementation, trained end users. 

1985 - 1995: Accounting Division, Accounting Operations Manager 

Managed general accounting operations section; responsible for budgetary control 
and expenditure review, expenditure and revenue projections. Coordinated staff 
for compilation of City of San Diego CAFR, FY1986 - FY1994. 

1995 ~ October, 2005: Financial Systems Division, Financial Systems Division Manager 

Managed Division staff and contracted San Diego Data Processing Corporation 
staff. Responsible for maintenance and development of Auditor Department 
financial systems. Coordinated review and development of computer systems of 
other City departments when fiscal components involved. 

San IMego City Employees Retirement System (SDCERSV 
November. 2005 - present 

Joined SDCERS as Assistant Retirement Administrator, to oversee functions 
including financial reporting, infonnation systems and operations. Led 
management team and staff in absence of Retirement Administrator, January 
through April. 2006. Coordinated Board agenda development: oversaw daily 
operations and current projects: liaison to Board President and Board msmbsrs. 



• • 1140 Cloudwalk Canyon Dr 4 Chub Vista, CA 91911 • (619) 4S2-9862 

EXPERIENCE 

Managing accountant with 20+ years of accounting and managsmsnt sxperisnce. Hands-on manager with 
expertise in accounting: auditing, nscal management, fmancial reportmg, computer systems, and system 
development and testing. Strong leadership, analytical, and technical skills. 

CITY OF SAN DIEGO - Auditor and Comptroller Department 
June 17,1985 thru Present 

Retirement Accountant 
• Prepare monthly financial statements for Retirement Board. 
• Prepare annua] Comprehensive Annual Financial Report (CAFR) and required supplemental 

statements and schedules. 
• Prepare annual State Controller's Report. 
• Compute monthly cash request, 
• Supervise pension payroll stag". 
• Review and approve payment requests. 
• Responded to requests for public information. 
• Provide support lo SDCERS management & staS. 

Payment Services Division - Accounts Pavable/Suppon Services Manager 
• Supervised Accounts Payable (AP) and Support Services sections. Both sections required 

continuous support arid decision-making. 
• Re-organized the AP section- This included the re-engineering of processing invoices which has 

resulted in invoice being paid quicker, reduced staff stress J mnre discounts earned, and overall 
pulled the section to work together as a team, instead of just individuals who were part of a 
section. 

• Ensured all vendor payments were processed accurately and timely, available vendor discounts 
were maximized, and customer requests were addressed and followed-up timely. 

• Review bi-weekly payroll for accuracy and completeness. 
• Coordinated ten interview panels (within 2 years), recommendsd staff to hire, and instilled 

disciplinary action. 
• Coordinated and participated in staff training, 
• Responded to requests for public information.-
• Responded to outside auditor inquiries regarding AP and citywide vendor payments. 

Audit Division - Internal Audit Manager fhighest position held) 
\ • Supervised six internal auditors responsible for performing internal (departmental), compliance, 

financial, required (fiscal year end cash counts and physical inventories), special investigations, 
and follow-up audits. 

• Reviewed staff audit programs, audit work papers, and audit reports to ensure sufficient relevant 
• testing was performed to verify appropriate controls were in place to safeguard assets, verify 
findings, and compliance with pertinent rules, regulations, and accounting pronouncements, 

• Prepared audit programs, planned and performed departmental, financial, and compliance audits, 
including Water Utilities Department (now Water and MWWD), Airports, and Waste Disposal 
Enterprise Funds. Lead Auditor in the financial statement audit of the Airports Department 
Duues included developing worksheet applications and scheduleSs researching and applying 
appropriate accounting standards, analytical procedures, statistical sampling tests, documenting 
findings, formulating recommendations, and preparing audit reports. 



n O ^^I§TJ?Divis ion - Principal Accountant fhighest position heldl 
Department project manager responsible for the successful testing and implementation of the new 
pension/payroll syslem (MBS). Coordinated the efforts of systems programmers, staff, end users, 
and the Retirement department staff. Responsibilities inciuded development of test plans, 
conversion data testing, and ensuring interfaces with Auditor systems functioned properly and 
transmitted accurate and complete data. 

• Project leader on teams evaluating new City systems and financial system enhancements including 
an Equipment Management System (EMS - vehicle and stock inventor}' management system), the 
City's first client-server financial system, automation of annual uniform and tool allowance 
payments to more than 2,000 employees, garnishments payments, and system modificatioas for 
the outsourcing of the City's 401IC and SPSP (pension plan) to American Express. Responsible 
for developing test plans, sample test data, and reviewing test results io ensure system 
modifications functioned as designed. 

• Responsible for ensuring proper audil trails were provided during the conversion of existing data 
in legacy syslem to new systems. Analyzed errors delected during production processing to 
detennine the reason for the problem and made appropriate and timely decisions to correct these 
errors. Coordinated programming changes with programmer analysts and tested changes prior to 
their implementation. 

• Prepared operaling procedures and conducted several training sessions including for the following: 
FAMIS (fixed asset system), Attachments, Garnishments and Assignments, and Annual Unifonn 
and Tool Allowance payments. 

Accounting Division - Accountant IT (highest position held) 
• Lead Water Utilities accountant responsible for the training of new staff members, preparing the 

CAFR and depanmental financial statements for the then known as Water and Sewer funds (now 
.MWWD), processing of accounting documents, and prepared various types of account analysis 
and reconciliations. 

• Responsible for muuitoring assigned CIP funds. Duties inciuded evaluating! and analyzing the 
financiakstatus of these funds, preparing the related CAFRs, processing accounting documents, 
preparing spreadsheets supporting the State TransNei/Gas Tax transfer to the City General fund, 
verifying compliance with'the TransNet Maintenance of Efforts requirements. 

• Coordinated the updating of the AMRIS Procedure Manual. Duties included updating existing 
procedures, developing new procedures, and coordinating review sessions with the Accounting 
Division principals. 

• Assisted independent auditors during the CAFR audits. 
• • • Prepared financial statements for Open Space, Planetarium. Stadium and Redevelopment 

•Agencies. 

EDUCATION 

San Diego State University, May 1985 
B.S. Business Administration, Accounting 

Certified Public Accountant, December 1993 

San Diego State University, May 1997 
M.S. Business Administration, Information Systems 

Certified Internal Auditor, May 2002 
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STELLA KUZUKLAN 

Accountant III 
6/26/06 

OBJECTIVE: • To provide background on my experience and education io the SDCERS Retirement 
Administrator. 

EDUCATION: 

• ' San Diego State University - B. S. Degree in Business Administration - Accounting. 
• San Diego State University - Quality Business Practices Program professional certification. 

SUMMARY OF EXPERIENCE: 

Citv of San Diego - Office of the Citv Auditor and Comptroller 

SDCERS Pension Accountant 10/05-Present 

• Perform professional accounting duties, including pension general ledger maintenance, 
account/fund reconciliationss data compilation, analysis and research. 

• Review pension expenditures and fimd conditions. 
• Perform Pension Gold System functionality testing for pension payroll related processes. 

, • Supervise and coordinate the Pension Payroll process, staff assignments and related activities. 

Fmancial Systems Accountant 09/97 - 9/00 

• Project lead for new infonnation systems and enhancement projects, including the coordination 
of staff efforts for the Auditor's Office and other'City departments. 

• Responsible for understanding system functionality and provided user support and training for 
, the Auditor's Office major financial /accounting information systems (Accounts Payable, 
Accounts Receivable, Fixed Assets, General Ledger, and Citywide Payroll) and interfaces. 

• Developed system requirements, established proper audit trails and internal controls for new 
systems. 

Internal Auditor 01/88 - 09/97 

• Performed complex and sensitive financial and operational/performance audits of City 
departments, including contract reviews, confidential investigations, special studies, and 
participated on City information system development teams to assess internal controls. 

• Reviewed, evaluated, and analyzed operational processes and performed budget and cost analysis 
o"fCityTieparlinents7prograir[s~andncoritractsrPrepajed 
Participated on cross-functional and multi-jurisdictional teams to ensure fiscal accountability, 
efficiency and operational improvements. 
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p C 2 1 8 4 Accountant III 

6/26/06 

Citv of San Diego - Water Department - Management Analyst - Special Projects 9/00 - 9/05 

Strategic Business Plan Coordinator -Water Policy & Strategic Planning Division 02/05 - 9/05 
• Developed and implemented the Water Department Strategic Business Plan, including develop, 

monitor, and report on department performance measures. Prepared reports as needed. 
• Coordinated the annual American Water Works Association Performance Indicator process, 

including research and analysis of inter-departmental and inter-agency benchmarking efforts. 
• Supported departmental optimization and process improvement processes. 
• Coordinated project efforts with Department and Citywide staff at all levels of the organization. 

Water Reuse Study Administrative Manager - Water Policy & Strategic Planning Division 
3/04 - 01/05 

• Managed and provided public involvement activity oversight for a comprehensive, impartial, and 
science-based review of recycled water opportunities. 

• Responsible for Study cost analysis, expenditure monitoring and reporting, including writing and 
monitoring grant applications and awards for the Study. 

• Developed and administered multiple professional services contracts. 
• Coordinated public involvement and outreach events regarding recycled water, including 

educational presentations to business organizations and community groups. 

Optimization Program Project Manager - Water Operations Division 12/01 - 02/04 
• Managed the development of an optimization program, including historical expenditure analysis, 

expenditure projections, and performance measures and process improvement development. 
• Administered a SI.3 million contract for professional services, which included the managing and 

monitoring of contract tasks, scope of work, schedules/timelines, costs, contract compliance and 
status reports to management 

• Conducted presentations to department management, committees and commissions. Prepared. 
reports as needed. 

• Coordinated and facilitated the Management Committee and sub-committees' activities. 

Acting Supervising Management Analyst - Water Operations Division 10/00 -11/01 
• Responsible for the administration and the personnel management of the Administrative Support 

section. Directly and indirectly overseeing and supervising 24 employees in budget monitoring, 
special projects, administrative and clerical support for a Division with a S70 million budget. 

• Responsible for budget development, expenditure oversight and reporting for the Administrative 
Support Program. 

•- p-erforTned^anti^anaiyzed'complexiinan^ —— 
• Coordinated personnel issues with Human Resources Office, including new classification 

development, disciplinary actions, hiring practices and employee performance plans and reviews. 
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. SAN DIEGO CITY EMPLOYEES' RETIREMENT SYSTEM 
BOARD OF ADMINISTRATION 

COMMITTEE REPORT 

DATE: November 3, 2006 

TO: Business and Governance Committee 

FROM: Mark Sullivan, Chair, Navigant Report Committee 

SUBJECT: Navigant Report Committee - Final Report 

BACKGROUND 
On August 30, 2005, the Board of Administration of the San Diego City Employees' 
Retirement System (SDCERS) retained NavigantConsulting, Inc. (Navigant)to conduct 
an independent investigation into allegations of illegal or wrongful acts.by previous 
SDCERS Board members. 

Navigant, led by Managing Director Amanda Massucci, was charged with making a 
comprehensive review of prior board actions and practices. Their work was overseen 
by the law firm of Reish, Luftman, Reicher & Cohen and was conducted independent of 
direction from the SDCERS Board and staff. Navigant was given complete access to all 
documents and individuals relevant to the inquiry. 

The Navigant delivered their report, on-time and under budget, simultaneously to the 
Board, SDCERS' staff and the public on January 20, 2006. The Report concluded that 
there had been a breach of fiduciary duty by former SDCERS Board members by 
approving the 1995 Manager's Proposal and 2002 Contribution Agreement presented 
by the City of San Diego. Reish Luftman Reicher & Cohen provided legal'analysis of . 
Navigant's findings and concluded that approval of these agreements also violated state 
and municipal law. 

The Board accepted the Report, appointed a special ad-hoc Navigant Report 
Committee NRC to evaluate each of the recommendations, and thereafter adopted and 
implemented new policies, procedures and rules within its jurisdiction to strengthen 
SDCERS' operations, administration and oversight of its assets. 

COMMITTEE MEETINGS 
The NRC led by chairman Mark Sullivan, met for seven months from February to 
August 2006 to review the Report findings, recommendations and major issues. In an 
"effort to improve transparency and foster public participation in the meetings, special 

1 of 10 
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Business and Governance Committee 
November 3, 2006 

non-voting, stakeholder representative positions were created for interested outside 
parties. In total, there were 10 stakeholder representatives registered for the NRC 
including: 

Julie Dubick 
Michael Aguirre 
Betsy Kinsley 
Woo Jin Shim 
Penni Takade 
Judie Italiano 
Ed Lehman 
Virginia Silverman 
James Clem 
Lani Lutar 

City of San Diego, Mayor's Office 
City of San Diego, City Attorney's Office 
City of San Diego, City Council President's Office 
City of San Diego, City Council President's Office 
City of San Diego, independent Budget Analyst Office 
Municipal Employees Association (MEA) 
AFSCME (Local 127) 
City of San Diego Retired Employees Association 
Retired Fire and Police Officers' Association 
San Diego County Taxpayers' Association 

Stakeholder representatives were'actively included in committee discussions on agenda 
items and were given the opportunity to makepresehtations of their own on any noticed 
topic. The inclusion of stakeholder representatives irrthe review and exploration 
process of the myriad topics covered by the report and the committee was particularly 
successful as it brought additional perspectives and historical knowledge to the often in-
depth discussions. 

REPORT RECOMMENDATIONS 
Navigant's recommendations for improvement were grouped into the five following 
areas: 

1. Governance and Oversight 

2. Actuarial Soundness 

3. Tax Compliance 

4. Training and Education 

5. Institutional Independence 

On the following pages, you will find each of the 47 recommendations made in the 
Report with a summary of actions taken for each recommendation. Note that some 
recommendations were outside the purview of the SDCERS Board and have 
subsequently been forwarded to the Mayor and City Council for their consideration and 
action. 

2 of 10 



N1 

N2a 

NAVIGANT REPORT RECOMMENDATION PROGRESS REPORT 

Review and update Board Rules and Trustee Handbookanhual iy (Page 
U U o 115) 

I t is also Irnpoi lant for the Board to undersland.wl ien Board merubers 
sl iouk lecuse Uiemselves from matters where a Board member's 
constituency or the Board member individually,•might be affected by 
actions of the Board (Page i l O of 115) 

Addressed.at April 06 NRC Mlg. Annual review to be conducted by 
General Counsel. 

oc 

* 

Geneial Counsel and/or Compliance Officer lo prepaie recusal policy lor 
Board adoption that details the circiimslances under which a Board 
Member should recuse themselves from voting, but not including 
matters that affect the Board Member's constituency which is why they 
were appointed to the Board to represent the interests of their 
constituency. 

Dec 'Of. 

N 2 b 

N 3 a 

N 3 b 

N4 

N5 

Legal tounsel should assist In the determinat ion of conflicts and 
development of protocol for recommendation 2a. (Page 110 of 1J5) * 

Addressed by Board adoption of recusal policy in N2a 

Board members and Executive staff should set an "Ethical Tone at the 
Top" Page 110 of 115) * 

Addressed by Board adoption of Code of Conduct in N3b 

Adopt a "common English" statement of ethical standards and 
communicate it to the organization frequently. (Page 110 of 115) * 

Created Compliance Officer position (4/06), General Counsel lo ptesenl 
Board Rules 11.10 & 1-Z0] to B&G Committee, then prepare a common 
English Code of Conduct for the Board's consideration. 

Re-ev^Iuale Board commit tee structure to include: 

• Strategic Planning 
• Funding of the pension plan lo be based on sound actuarial principles 
• Investment of pension funds 
• Dlst i jbul ion of pension funds in accordance wi th contractual 
agreer lents 
• Assessment of performance of Administrator and approval of 
executive compensation 
• Assessment of performance of other functions and executive staff 

Redesign of committees ADOPTED by the Board April 21, 2006. Board 
adopted amendments to Board Rule [3.00], wild corrections. Stalf 
added corrections and released final rules (Sep'OG). 

clal report ing. Internal controls, and external audit » Final 
(Page 111 of 115) 

Create Governance Committee / lo,conduct annual self-assessment of 
Board nember5,.Boaid effectiveness, assignment of Board members lo 
cominlt tees, orientation of new Board •members, determine need for 
specific skill training of Board members, and conduct discussions with 
outgoiMg Board members on effectiveness of Board (Page 111 of 115) 

* 

B&G Commi l tee was created and its jur isd ict ion established in Board 
RUIR [ 3 , 0 2 ] . The imp lementa t ion of this recommendat ion should be 
addressed by the Board Presideht' tBP) and tls B&G Commi l tee as 
rollows: to conduct annual self-assessment of Board members (B&G); 
Board.effecUveness.tB&G); assignment of Board members lo 
coi'mnlllees (BPJ; orientation of new Bbaid members (B&G); determine 
spucllic skill training of Board members (B&G); and conduct discussions 
with outgoing Board members on efTectlvehess of Board (B&G). 

Dec '06 

Dec '06 

Dec '06 

Completed 

Ongoing 

NT. Es tab l l 
repor t? 

;Ii p r o t o c o l f o r t h e B o a r d a h d / 6 r c o m m i t t e e s t o r e c e i v e d i r e c t 

f r o m e x e c u l i v G s t a f f (Page 1 1 1 o f 1 1 5 ) 
This .rDCOtntiiendstlon re ln tod 'p i lmar l ly tor lhe nctionB surrounding the 
adoption of HPl,1 .a 'protocol fonExecut ive 5 ta f f report ing to the Board 
was incorporated in the Implementat ion of the new Coir i rni t lees. 
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N7 

N1t) 

N i l 

N13 

N14 

N17a 

N17I) 

R5a 

R5b 

N A V I G A N T R E P O R T R E C O M M E N D A T I O N P R O G R E S S R E P O R T 

EstablisI an open Invitation and responsibility to executive staff to 
bring any concerns they have directly to the Board (Page 111 of 115) 

Board should assess a need for a "facil l lator" to evaluate the 
effectiveness of the Board in its working relationships within the Board 
and as I relates to others externally (Page 112 of 115 ) . 

Slrengt l en process for Issues management and resolution to ensure 
Idenlific i l ion , discussion, analysis and resolullon of Issues In a manner 
that is a,) transparent, b)clearly documented and c) legal (Page 112 of 
115) 

Geneial Counsel or Compliance Officer should establish a document 
retentio i policy to be adopted by the Board and reviewed periodically 
(Page l ! l3 of 115) 

Designate a member of executive staff, perhaps General Counsel, as 
Cornpli fnce Officer lo assess and report to Board compliance wi th 
critical policies and procedures (Page 113 of 115) 

* 

After thiir Navigant repdrtwas, completed;, ah frivitallon was,extended to 
Exec slafPby Board President;' The BOard Has requested staff Id make 
regularupdate reports In their mbnthly meetings atid lo draft 
wliislleblnwer provisions In the Code of Conduct. 

The Board's Executive Committee should consider as part of Iheir work 
plan [commiltee charter]; whether this quality control task Is already 
Included in Itsresponslbflities or should be added to Iheir charter. 

Crealion of new Board Commillees Implements the first component of 
tills recommendation. The second part Is the development ol a Board 
decision-making process which Includes the crealion ot the monthly 
milestone report which tracks all Board requests and stall action on 
Ihose requests. 

Resolulicn passed te:Relention of Member Files 1U-18-U2, Kesolullon 
passed re: Retention of Disability Files 10-18-02, EDMS project 
requires establishment of document retention policies for all 
documents. General Counsel In conjunction with stalf will prepare a 
document retention policy for the Board's consideration (pari of GC 
work.plan 2006-2007). 

A Board Rule amendment was adopted for the Compliance Officer 
reporting to,the Board through the B&G Committee. Board Rule 
adopted also reserves the tighl.to have the Compliance Officer be a 
separate position from the'General Counsel: 

Completed 

Ongoing 

o 

0 0 
GO 

Completed 

Ongoing 

Completed 

Board should consider becoming pi ore involved in hiring of future 
employees and hiring executive staff wi thout prior City employment 
(Admin strator. Asst Administrator, General Counsel, CIO) (Page 11*1'of 
115) 

Board directed EFL to expand search for Administrator outside of City 
of San Diego, new Administrator hired from private sector. General 
Counsel search was also a nationwide search. New General Counsel 
was hired from outside of San Diego. 

Board should consider a succession plan for CIO position currently held 
by employee participating In DROP program (Page 114 of 115) 

Recomrnendation accepted by Administrator, plan in progress. 

l ie Bo&rd should require that the SDCERS general counsel report 
directly to the Board rather lhan ' to the Rel i iement Administrator. 
(Page J?.5 of 127) 

The General Counsel has an ethical obligation as a licensed 
professional, under the Stale Bar, to the Board as the hlghesl level of 
nulltorit/. within their client entity, in this case the System, fherefore 
the Boai d felt it was appropriate for organizational effeclfveness for the 
General Counsel to report lo the Administrator, 

Completed 

Completed 

Completed 

Ihe Board should conduct formal.annua[..reviews of the Retirement 
Administrator and General Cbunsel .ahd^hnuai ly• 'set Ihei r ' ^ .. v , 
compensation.'^ (Page 126 of.127) ' ' ' • : ' . 

Approved at April 06, NRC and.Board Mtgs, Board Rule [3.03] was 
changed to reflect Ibis new responsibility of the Board; 
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NAVIGANT REPORT RECOMMENDATION PROGRESS REPORT 

R10 

N15 

N16a 

N1Gb 

N16c 

N16d 

N18 

N19 

R2 

Assessment of Other Issues. To the extent legal conclusions were not 
expressed In the Report arising out of facts developed by Navigant 
Const Itfng In its investigation, the Board should consider what steps, if 
any, • huuld be taken with respect thereto. (Page 127 of 127) 

Develop a reasonable definition of Actuarial Soundness arid ah" 
approach for periodic assessment of definit ion as it applies to SDCERS 
(Page 113 of 115) * 

Board will conduct self-assessment as part of the implementation of 
tecoinmendallon ffN5 and engage outside experts when dealing with 
complex issues as idenllded fn recommendation #N]2, 

There is rib industry standard or- reqiilfemeht for Heflhlrig the concept' ' 
of Actuarial Soundness. SDCERS" actuary and fiduciary counsel have 
opined that Hie Board should pursue a formal funding policy (elements 
lo ensure actuarial soundness) once it concludes its Actuarial Funding 
Study, 

Completed 

co 
CO 

Ongoing 

Consider t reatment of Oisabtllty benefit payments iu connection wi th 
Corbett sett lement to include; should disability payments be impacted 
by Corbett (Page 114 of 115) 

Ihe SDCERS Board voted lo suspend the practice [May'OSJ and the 
question of extending (he benefit was referred lo the Mayor and the 
City Council (date of letter) 

Should current practice of adding 10% be altered (are rnunl code 
chances necessary?) (Page 114 of 115) 

Have disability benefits been overpaid; if so do they, need lo be 
recovered (Page 114 of 115) 

The SOGERS Board voted to suspend the practice lMay'U6J and the 
question of extending the benefit was referred to the Mayor and the 
City Council (dale of letter) 

The SDCERS Board voted [May'DGJ not to pursue overpayment of 
disability benefits. 

Completed 

Completed 

Completed 

What 
115) 

additional actions should be taken on the subject? (Page 114 of The SDCERS Board voted to suspend the practice IMay'06] attd the 
question of extending the benefit was referred to Hie Mayor and the 
City Council (dale of tetter) 

Consi !er el iminating use of "reserves" to fund benefits or 
emplqyer/etnployee contributions (Page 114 of 115) 

City Atlorney to Draft Amendment to Muni Code [Z'l.lSOZ], per City 
Council request, Navigant Commiltee reviewed the use of reserves at 
lis May'06 meeting and the SDCERS actuary has included this issue in 
their Actuarial Funding Study. 

Consider additional areas for internal audit testing (Page 115 of 115) 

* 

The FY 07 Budget included new Internal audit position that reports to 
Audit Committee..When hired. Internal Auditor, at Hie direction of the 
Audit Commiltee, will perform financial artd operational audits, e.g. 
health care administration, processing of DROP applications. 

The SDCERS actuary should provide a wr i t ten Report eacii year In 
conju icl ion wi th Its actuarial valuat ion which discusses the actuai ial 
requi iements under each of the Consti tut ion, Stale and Municipal law 
and reports whether each of those laws has been complied with for the 
preceding year. (Page 124 of 127) 

The Actuarial Report adopted by the SDCERS Board (May'OGJ, included 
8 recominendalions, which make up.the Actuarial Funding Study (or 
2006. The Actuary will be returning to the Board in September, October 
and November with specific tecommendallons on each area of further 
sludy. 
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Completed 

Ongoing 
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R 2 a 

R2b 

R 2 c 

R 2 d 

R2e 

R7 

R 9 a 

R9b 

NAVIGANT REPORT RECOMMENDATION PROGRESS REPORT 

This Report should also provide for projected assets, liabilities and 
conlribr l ions based on the assumptions then being used by the 
Retirement System. (Page 124 of 127) 

The Rej 
granted 
127) 

o i l should Include any benefit increases which have been 
and become effective during the five year period. (Page 125 of 

The Actuarial Report adopted by Hie SDCERS Board [May'06], included 
8 recomrnehdalions, which make up the Actuarial Funding Study for 
2006. The Actuary will be returning to the Board In September, October 
and November with specific recoinmendatlons on each area of further 
study. 

Recommendation accepted by SDCERS Actuary and added as a Board 
Rule and resolution, July'OS. 

Completed 

Completed 

A copy bf that Report should concurrently be delivered to the Mayor 
and the City Council and posted on the SDCERS website for public 
awareness. (Page 124 of 127), 

Report delivered lo the Mayor and the .City. Council [May 06] and it was 
also posted on the SDCERS website. The same ptocess will be used 
annually thereafter. 

Completed 

I h e Bo 
this Rep 
of 127) 

rd rules should be amended to require that the actuary deliver 
o r l and comment on his conclusions fn open session. (Page 125 

Board Rule adopted to require that the report be made in open session 
and that on a date certain. 

Completed 

The Board should tender a formal billing lo the City for that amount. 
he bill should be presented no later than January 3 1 of each year. 

Page 125 of 127) 

Board Rule adopted to require that the report be made in open session 
and that on a date cettaln. 

Completed 

We believe It Is essential for SDCERS to continue to pursue Its 
declaraoty relief aciion against the City related lo the propriety of 
benefits. .(Page 126 of 127) 

Court supported SDCERS legal posilion. 

We recommend that the Board analyze, wi th the assistance of Its 
actuary and independent counsel, the best way lo recoup that shottfall, 
and If I is permit ted to be amort ized, the,period over which such 
amor lUal ion be permit ted. (Page 126 of 127) 

To the 
correct 
with tli 

Cross Complaint Filed (n Dec Rellef.re: right lo recoup $ if MP1 & I I are 
repealed. 

ix tent that correction of the failures requires the payment of a 
on amount from the City, the Board should Init ials discussions 
J Cily for the payment of those amounts. (Page 127 of 127) 

Discussed at NRC Mtg and Board Mtg June/July 2006. Board will send 
bill after- final determination is Issued by IRS. 

Completed 

Completed 

Completed 

N 3 c Board members and Executive Staff should creale~a culture' of 
aulono ny from the City of San Diego (Page 110 of 115) 

BfiG should Incliide'inMtswdrkplafiTdr 2UU7;a cdmprehensive review' 
of structural changes that can create real autonomy from the City, e.g. 
civil service, payroll, similar to the Independence established with it 
General Counsel. 

' Ongoing 
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R 3 a 

R 3 b 

R 6 

R 3 c 

N A V I G A N T R E P O R T R E C O M M E N D A T I O N P R O G R E S S R E P O R T 

The Bpard recommend to the Mayor and the City Council that the 
Muniqipal Code, or if necessary, the Charter, be amended to provide 
that a Boaid Member- may not resign until a qualified successor has 
been selected and agreed to serve. (Page 125 of 127) 

The Board recommend that the Municipal Code, or if necessary, the . 
Charier be amended lo create a commission to identify and 
recommend qualified Board candidates to the Mayor lo ensure that 
ordy qualified and independent Individuals serve on the Board. (Page 
125 of 127) 

We recommend that SDCERS continue lo have the General Counsel 
pos i l l i n filled by Its employee. (Page 126 of 127) 

Therefore, the Board should recommend to the City that it amend the 
Municipal Code, or if necessary, the Charter, lo comply with the 
expreks intent of Prop. 162 as staled in the following " f inding": "The 
integrity of our- public pension systems demands that safeguards be 
inst i t i led lo prevent political 'packing' of ret i rement boards, and 
encroachment upon the sole and exclusive fiduciary powers or 
infttngement upon the actuarial duties of those retirement boards." 
(Page 125 of 127) 

* 

None. Since no legislative body can compel a Board member to stay on 
Ihe Board, tills recommendation cannot be implemented. However, the 
Board could advise the Mayor and the City Council that a vacant seat 
on the SDCERS Board be filled by the Cily within 60 days of the 
resignation d ia l created the vacancy. This alternative will be Included 
In the NRC Final Report to the Board. 

None. Given the response to R3a, this recommendation would be 
unduly burdensome and bureaucratic. 

Court decision on this issue. 

"ihe Board will review this recommendation with the Mayor and the Cily 
Council. 

Completed' 

ro 
CO 

Completed 

Completed 

2007 

R 4 a 

R 4 b 

R8b 

NO 

The Bbatd Rules should provide that the Board may not be Involved in 
the setting of benefits or engage in any discussions that condition the 
amou i t of funding on the sett ing of benefits. (Page 125 of 127) 

* 
Board Rule (1.20) should be revised lo include this prohibition, or 
alternatively. Rule 11.43] could be amended and either of these 
changes would need to be adopted by the Board, 

The Bbard should also recommend to the City Council that It amend 
the Municipal Code (or perhaps.send to the voters a proposal to amend 
the Clry Charier) to preclude the City f rom linking benefit Increases lo 
actions by the Board. (Page 126 of 127) 

* 

The City Charter [Section 143] created a ptohibilion on lire Board 
adopting any action to delay funding which removes Hie incentive lor 
linking benefit Increases to actions of the Board. This recommendation 
Is iilso coveted under adoption of an amendment to Board Rule [1.20] 
under recommendation R^a. 

Oec '06 

Dec '06 

In addit ion, the Board should analyze the likelihood of the City entering 
into an arrangement under the U. 5. Bankruptcy Code; and if that is 
deemed likely, determine what steps to protect t i le Retirement system 
and its Membeis. (Page 12G of 127) 

Board should engage an expertTo pe i lo rm a review bf ' ihe'Bbard-
orient i t lon process for new Board members to ensure effective 
orientation and general training (Page 112 of 115) 

Explored at Match 8 NRC meeting; tto further action was taken. Completed 

Addressed at April 06 NRC Mlg, Brd Orientation and liaining sessions 
ate being developed and will be managed by the new Board 
Committee, B&G. 

Completed 
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N9 

N12 

N A V I G A N T R E P O R T R E C O M M E N D A T I O N P R O G R E S S R E P O R T 

Board should engage a-cohsult 'antJNlth^ 'pef l ise In tralnlhg'programs 
lo develop a rtraining;curriculurn:fDr Board;members:.wlth;respect to r .7 ; 

general land specific skillSTtecessary for assignments lb cori imi l tees. . 
(Page l b of 115) 

He-

Staff is,r&viewlng consullanVlrainer for.seven selected disciplines. 
Once ltraliiing~^|sclpllnes,are •established,-,Board nienibers will be;, 
scheduled,for,ttaitiihg.sessions. Board Secretary will be tasked with 
tracking The trainings. 

Dec'06 o 
o 
ro 

CD 

ro 
Board, yvith aide of legal counsel, should obtain the counsel of outside 
experts when dealing wi th complex Issues; Board should satisfy .Itself 
as to expert 's objectivity &, independence, proper basis for conclusions, 
analysis, thorough discussion and questioning of expeds conclusions. 
Page 113 of 115) 

Historically, the Board has and will continue lo select, where 
appropriate and in keeping with its fiduciary responsibilities, outside 
experts e.g. Investment Advisors, Actuary, Fiduciary Counsel, 

Completed 

R1 

R9a 

Formal fiduciary Training for Board Members (Page 124 of 127) 

* 

We rea rttmend tha t SDCERS file an application wi th Hie IRS under the 
retnedi; I correction program to negotiate and make retroactive 
correction of these failures. (Page 127 of 127) 

The Board's, Fiduciary Counsel has developed an outline of the 
elements required for the Board's fiducial^ training. Stalf Is reviewing 
possible.training consultants. 

VCPapplicalioh'with IRS Is complete,1 Corrective action at SDCERS has 
been takeri on the ellminale violations. Board is awailirtg approval 
from the IRS. 

Ongoing 

Completed 

* Proposed for Futlher Commiltee or Boaid Action 
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Business and Governance Committee \ 
November 3, 2005 
002193 
RESULTS 
Upon completion of the NRC meetings, 40 of the 47 recommendations outlined in the 
Report had been addressed by the Board or SDCERS staff including: establishing a 
new committee structure including a Business and Governance committee and an Audit 
Committee comprised of two Board members and three outside, independent members. 
An internal audit position was budgeted that reports directly to the Audit Committee, and 
a Chief Compliance Officer position that reports directly to the Board through the 
Business and Governance committee. The vacant Administrator and General Counsel • 
positions were filled by independent, outside professionals, foiiowing two extensive 
executive searches (David Wescoe and Christopher Waddell, respectively). 

Additionally, the Board embarked on the development of a fiduciary training curriculum 
for Board members and SDCERS' Executive Staff and re-evaluated the treatment of the 
Corbett benefit as it relates to. non-service eligible disability recipients. The remaining 
recommendations have been forwarded for assessment by the Business and 
Governance Committee. 

CONCLUSION 
The events involving SDCERS and the San Diego City Council which culminated with 
the engagement of Navigant and Reish, Luftman, Reicher and Cohen, began more than 
a H c r ' S r i P SP.n C i r ^ a fj- icin. m o n w n r r m n c onH i n r l i v i H i ta lc h a \ ; o n r ^ f f a r o H avn l t i na t i r » r t c 

and allegations as to the'ohgin of the situation, culpability of professionals involved in 
the decision making process, the severity of the current funding levels, and SDCERS' • 
ability to pay benefits. The current Board of Administration undertook the investigation 
and review of past plan oversight and management practices in order to identify areas 
of operation in need of improvement and create a road map for policy reform'. 

To date, the Board has carefully considered the Report's recommendations and has 
adopted the majority of proposed changes. It has reviewed and discussed the 
recommendations in public and with the participation of Pian stakeholders at all times. 
Implementing these changes will help SDCERS achieve better, more efficient plan 
operations; more transparency in the decision-making process; more accountability to 
plan members, beneficiaries and plan sponsors; and. ultimately, to maintain a financially 
sound and thriving retirement fund. 

The Report quantified and articulated the operational and conceptual changes 
necessary to improve SDCERS. As changes continue to be discussed and 
implemented, management and actuarial soundness will continue to improve. Not only 
have past events necessitated a review of all aspects of how SDCERS'makes decisions 
and administers the assets of the trust fund, they have also touched off a cultural shift 
within SDCERS of increased personal responsibility, open communications and 
consideration of all actions against a strengthened ethical standard. 

Bono 
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Business and Governance Committee 
Novembers, 2006 

By the signatures below, the Navigant Report Committee Members accept and approve 
this report. 

By: 
Mark Suliivan 
Committee Chair 

By: 
"om Hebrank 

By: 
Wayne Kennedy 

By: 
Richard Kipperman 

R w 

William Sheffler 
By:. 

Peter E. Preovolos 
President 
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other employes appointed by the Board under the provisions of Article VIII of the City 
Charter, may be appointed and may serve as secretary to the Board. 

Adopted July 22, 1994 

Rule 2.11 Duties of the Secretary 

The Secretary shall do or cause to be done the following: . 

(a) prepare the agenda for all meetings of the Board and its committees, as 
set by the President and Retirement Administrator; 

(b) assure that minutes are taken of all Board and committee meetings; 

(c) issue communications, sign requisitions and reports; 

(d) arrange for and conduct any Retirement System elections required under 
the Charter or Municipal Code; 

(e) schedule an annual budget for review by the Board; and, 

(f) perforrn such other duties as directed by the Board. 

(g) The duties of Secretary may be combined with those of the Retirement 
Administrator. 

Amended July 22,1994 

D iv i s ion 3 - Commi t tees 

Rule 3.00 Establishment of Committees 

(a) The following committees are established: 

(1) investment Committee, which consists of at least four Board 
members; 

(2). Business and Governance Committeej which consists of at least 
three Board members, and may also include other Board members; 

(3) Executive Committee, which consists of the President, the Vice 
President and the Chairpersons of the Investment, Business and 
Governance, and Disability Committees; 

10 



0 0 * - 1 " " (4) Audit Committee, which consists of two Board members, and three 
• • independent members who serve at the pleasure of the Board and 

' must have a minimum of 15 years of accounting, banking or 
financial management experience; and 

(5) Disability Committee, which consists of five Board Members. 

(b) The Board may establish additional advisory committees to assist with 
conducting SDCERS business. When an advisory committee is created, 
the Board must state for the record the committee's: (1) purpose, (2) 
composition, (3) scope of duties, and (4) duration. 

(c) The Board, the President or any committee of the Board may establish a 
subcommittee to assist with conducting SDCERS business. When a 
subcommittee is created, the Board, President or committee chairperson 

• must state for the record the subcommittee's: (-1) purpose, (2) composition 
(3) scope of duties, and (4) duration. 

(d) No more than.six Board Members, including the President, may be 
assigned to any committee or subcommittee of the Board. 

Amended June 16, 2006 

\ Rule 3,01 The Investment Committee 

, The Investment Committee meets monthly, or at other times as needed to: 

(a) ' develop the investment guidelines, for adoption by the Board; 

(b) monitor investment transactions for compliance with the investment 
guidelines; 

(c) monitor investment performance and market conditions; 

(d) recommend needed changes to the investment guidelines, as prudently 
dictated by changing conditions in the financial marketplace; 

(e) interview and recommend investment managers and consultants to carry 
out the Board's investment policies; and, 

(f) develop proxy voting guidelines, for adoption by the Board; 

(g) review legislative issues and staff recommendations for changes or 
updates to the proxy voting guidelines; 

11 
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(n f ensure that the proxy voting agent's votes comply with the proxy voting 

guideiines; and, 

(i) perform other duties as directed by the Board. 

Amended June 16, 2006 

Rule 3.02 The Business and Governance Committee 

The Business and Governance Committee meets monthly, or at other times as needed 
to: 

(a) review the Retirement System's business and procedures and 
recommend needed changes; 

(b) review and recommend solutions to specific issues . raised by the 
Administrator or the Board that relate to administering the Retirement 
System; 

(c) develop strategic planning and performance plans for the Retirement 
System, for adoption by the Board, and review and update these plans; 

(d) review actuarial valuation reports and make recommendations to the 
, Board; 

(e) review and approve the annual budget; 

(f) develop Board Rules, for adoption by the Board; 

(g) recommend needed changes to the Board Rules; 

(h) evaluate candidates' qualifications for independent non-Board members of 
Audit Committee; 

(i) facilitate training programs for new Board members; and 

(j) perform other duties as directed by the Board. 

Amended June 16, 2006 

Rule 3.03 The Executive Committee 

The Executive Committee meets monthly or at other times as needed to: 

12 
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(b) develop the performance review pian for the Administrator and General 
Counsel, for adoption by the Board; • 

(c) evaluate and review the Administrator's and General Counsel's 
performance and compensation consistent with their respective 
performance review plans; 

(d) assist the Board President as needed; and 

(e) perform other duties as directed by the Board. 

Amended June 16, 2006 

Rule 3.04 The Audit Committee 

The Audit Committee meets monthly, or at other times as needed to: 

(a) oversee the annual audit of the System's Financial Statements and any 
other internal and external audits of the System; 

(b) refer all audit results to the full Board for further action; 

(c) recommend the issuance and timing of Requests for Proposals for 
selecting outside auditors, review'Requests for Proposals and oversee the 
selection process; 

(d) ensure the adequacy of internal controls; 

(e) direct investigations, as appropriate; and 

(f) perform other duties as directed by the Board. 

Amended June 15, 2006 
Rule 3.05 Disability Committee 

The Disability Committee meets monthly, or at other times as needed to: 

(a) hear Staff recommendations and, when refuted, applicant responses in 
cases where the application for disability retirement has not been heard by 
an Adjudicator, and to make recommendations to the full Board; 

(b) recommend to the full Board final decisions on adjudicator findings with 
regard to disability retirement applications; 

(c) recommend needed changes to the disability retirement process; and 

(d) perform other duties as directed by the Board. 

Amended June 16, 2006 
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San Diego City Employees' Retirement System 

Audit Committee Charter 

PURPOSE 

The purpose of the Audit CommiTtee (the "Committee") is to assist the Board of Administration 
(the ''Board") in fuliilling its oversight responsibilities for the financial reporting process, the 
system of internal control, the audit process, and the System's process for monitoring compliance 
with laws and regulations and internal financial policies and procedures. 

AUTHORITY 

Primary responsibility for SDCERS' fmancial reporting, accounting systems, and internal 
controls is vested in the Chief Executive Officer and Chief Fmancial Officer and is overseen by' 
the Board. The external auditors are accountable to the Committee and to the Board. 

The Committee shall have unrestricted access to SDCERS" personnel, books, records arid 
facilities. The external auditors and the internal auditor shall report directly to the Committee. 

The Committee has authority to review any matter within its scope of responsibility, including: 

• Resolvins disagreements between management and the external auditor resardine 
financial reporting. 

• Recommending to the Board the appointment and establishing the compensation of the 
external audit firm. 

• Approving all auditing and other audit services provided by the external auditor. 

• Seeking counsel and advice from the System's fiduciary counsel and the General 
Counsel, external and internal accountants and auditors, and others to advise the 
committee or assist in the conduct of any review. The Committee shall not retain any 
other professional or firm without the approval of the Board. 

• Seeking any information it requires from employees—all of whom are directed to 
cooperate with the Committee's requests—or external parties. 

• Meeting with System officers, external auditors, or outside counsel, as necessary. 

Paae 1 of 4 
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COMPOSITION 

The Committee shall consist of five members, three of whom shall be independent non-Board 
members appointed by the Board. Ex-officio Committee members shall not be entitled to vote 
on Committee items. The Committee shall appoint a chair from the independent, non-Board 
members. Each Committee member shall be both independent and knowledgeable in fmancial 
reporting issues. SDCERS will contractually indemnify the independent, non-Board members. 

MEETINGS 

The Committee will meet at least quarterly at the call of the chair. .Ail Committee members are 
expected to attend each meeting, and the Committee will invite members of management, 
auditors or others to attend meetings and provide pertinent information, as necessary. 
Meeting agendas will be prepared and provided in advance to members, along with appropriate 
briefing materials. Minutes will be prepared and retained by the System. Committee members 
shall serve without compensation but shall receive reimbursement for their necessary expenses 
incurred in performance of their duties for the System. 

RESPONSIBILITIES 

The Committee has the following responsibilities: 

External Audit 

• Review and approve all external audit services. 

• Review and confirm the independence of the external auditors by obtaining statements 
from the auditors on relationships between the auditors and the System, including any 
non-audit services, and discussing the relationships with representatives of the external 
auditing firm. 

• Review the planning and results of the external audit including: 

Appointing the external auditor and signing off on the auditors engagement letter; 

Defining the scope of the audit, including materiality, areas of risk, timetable, 
deadlines and co-ordination with internal audit and the accounting section; 

Reviewing the post-audit management letter"together with management's response; 

Assessing the auditor's objectivity, accountability, effectiveness, and past 
""psffonnance; : 

Assessing the working relationship with management; 
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• Meetins privately with the auditors to discuss pertinent matters, including the quality 
of personnel and. if necessary, terminating the relationship with the external 

auditors; 

• Review with management and the external auditors all matters required to be 
communicated to the committee under generally accepted auditing standards; and. 

• Communicating with the Board regarding the outcome of the external audit, 
including identification of any areas of concern. 

Internal Audit 

• Review with management and the internal auditor the audit plan, activities, staffing, 
resources, budget, reporting relationship, and organizational structure of the internal audit 
function. 

• Review the effectiveness of the internal audit function, including compliance with The 
Institute of Internal Auditors' Standards for the Professional Practice of Internal 
Auditing. 

• Review internal audit findings and determine that they are being properly followed up. 

Financial Statements 

• Review the fmancial section of the Comprehensive Annual Fmancial Report (CAFR) 
including the annual fmancial statements, other financial information, and the 
management discussion and analysis (MD&A) and recommend their approval to the 
Board. Tnis approval shouid be granted only after discussing the following topics with 
management, external auditors, and.actuaries: 

• - The selection of and/or changes in accounting policies, 

• The quality of accounting principles, 

• Major accounting judgments including complex or unusual transactions. 

• Recent professional and regulator)' pronouncements, and 

• Accruals, actuarial assumptions, valuations and estimates. 

• The Committee will determine if the fmancial statements were prepared in accordance 
with applicable Governmental Accounting Standards Board (GASB) requirements. 

• The Committee will determine if the financial section of the CAFR provides adequate 
and complete disclosure to ensure the financial statements are free of misleading or 
ambiguous transaction reponing. The Committee will also review any comments 
submitted by the GFOA Special Review Committee members who review the CAFR for 
compliance with GFOA's Guidelines for the Preparation of a Comprehensive" Annual 
Financial Report. 
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COUNCIL DATC: 
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Please docket the following for discussion at an upcoming City Council meeting: 
1. fourth informational update report on the Kroll remediation, and 

—-2.4ir-ectmg-the-City-Attomey4o-prepar£-an^r4inan^ 
following changes: 

• The Chief Fmancial Ofncer will serve as the chair of the revised DPWG. 
• Membership in the DPWG will consists of the following five official voting members: Chief Operating 

Officer, Chief Financial Officer, City Attorney, Auditor General and Independent Budget Analyst (or 
designees). Outside disclosure counsel serves as an ex-officio member. 

• No DPWG committee member (including the Chair) can prevent any other committee member from 
placing an item on the agenda. 

• The DPWG to meet periodically (on an as needed basis) with the City's Audit Committee 
I IA. STAFF RECOMMENDATIONS; 

1. Docket the requested items for discussion 
2. Approve the recommended action 
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ENVIRONMENTAL IMPACT: 

HOUSING IMPACT: 

OTHER ISSUES: 

1 San Diego Municipal Code, Chapter 2; Government, Article 2, Administrative Code, Division 41: 
Securities Disclosure 
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Office of Ethics and Integrity 
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Prelude 

The purpose of the manual is to assist Department Directors or their designee, 
Agencies, and anyone involved in the Employee Hotline or citizen complaint 
investigations to ensure they understand their responsibilities. It is also intended 
to provide consistency among all parties involved in the managemenl and 
conduct of Employee Hotline or citizen complaint investigations. 

^ . J^^ 
A:P 

'K'£. 

Office of Ethics and Integrity 
(619) 236 : 7072 
deputychiefethicsin1egrity@sandiego.gov 

mailto:deputychiefethicsin1egrity@sandiego.gov
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Overview otthe Employee Hotline and Complaint Program 

A. I n t roduc t i on 

History In an investigative repori authored by Vinson & Elkins LLP. 
[V&E Report) dated September 16, 2004, and adopted 
by San Diego Cily Council as Sani Diego Municipal Code 
§26.1703(c) in October 2004. ' recommendations were 
made lo "establish procedures io receive and respond to 
any complaints or concerns regarding accounting, 
internal controls or auditing matters, including procedures 
for the confidential "and anonymous submission by 
employees of any such complaints or concerns/' 

Implementation 
of the Employee 
Hotline 

OEI Role 

The Auditor qfxd.,Comptrol!er'sv-(bffice implemented the 
Employee Hotlin^fslJlSq^-SSOO) on'cDecember 2, 2005, in 
response to Saabiego'^uhleipal Cocie §26.1703(c). 

•""•jyfcRs 

. ii*'"!11. -

*:•¥".£". „ 

Objective 

.;/ppb"n*'':4he transition to the Strong Mayor form of 
^/• 'Government on January 1, 2006, the Mayor's Office of 
"' ...Ethics arid Integrity '\%B] was created and now, through 

•:"q\4hird^qrty provide^ administers the Employee Hotline. 
At:fwel1?^0£l|.-dir^ctly accepts employee and citizen 
compjgipts. '"*''"'' 

Tne primary-objective of the Employee Hotline/Complaint 
program is to provide a means for City of San Diego 
emfDloyees and citizens to confidentially report 1) any 
activity or conduct in which he/she suspects instances of 
fraud, waste, or abuse, 2) behavior not conducive to the 

"City's ethical policies, rules and regulations, and 3) 
violations of certain federal or state lawsand regulations 
[e.g., laws prohibiting discrimination .or whistleblower 
laws). 

Structure With respect to the Employee Hotline, an independent 
third-party provider receives calls from City employees, 
providing complete confidentiaiity. The caller can 
choose to remain anonymous. The third-party provider 
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issues reports for each call and submits the reports to OEi 
for review and referral. 

Employees and citizens may also contact OEI directly via 
email foei@sandieao.aovl or by phone (619-236-7182). 
These communications are also treated confidentially. 

Ki~ -

• ^ p - . - •""• '•-• ' i r-r ' j .V.; , 

VK:. 

>^::; 
" • * * & * • ^ ^ 

mailto:foei@sandieao.aovl
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B. Terms & Def in i t ions 

Fraud 

Examples of 
Activities 
Involving Fraud 
(not an all-
inclusive list) 

Waste 

Examples of 
Activities; 
Involving Waste 
(not an all-
inclusive list) \ 

Abuse 

Examples of 
Activities 

A dishonest and deliberate course of action that results 
in the obtaining-of money, property or an advantage to 
which the City employee or official committing the 
action would not normally be entitled. Intentional 
misleading or deceitful conduct that deprives the City 
of its resources or rights. 

• Falsifying financial records to misrepresent financial 
data or conceal the'-theft of moneyprCity property. 

• Theft or misuse"" bfi. City. of- San Di'e^b money, 
equipment, supplies"and/or other materiafe"' 

• Intentiofyqlly misrepresenting the cost of goods and 
services provided. ^.•; 

• Soliciting dH;;bccepting:d?bribe or kickback. 

.••*•' "Falsifying pawoJInhformation. 

The intentional or ̂ unintentional, thoughtless or careless 
\; expenditure, consumption, mismanagement, use, or 

::sgua)nderjng j>f City resources. Waste also includes 
incurring unnecessary costs because of inefficient or 

:,7%;. ineffee^ve practices, systems, or controls. 

V\. Unnecessary spending of City funds to purchase 
^""supplies or equipment. 

•J-"' Failure to reuse or recycle major resources or reduce 
••'?•.•' waste generation. 

Intentional destruction, diversion, manipulation, 
misapplication, maltreatment, or misuse of City 
resources. Extravagant or excessive use as to abuse 
one's position or authority. Abuse can occur in financial 
or non-financial settings. 

• Failure to report damage to City equipment or 
property. 
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Involving Abuse 
(not an all-
inclusive list) 

Ethics Intake and 
Review 
Committee 

Ethics Laws 

City Ethical 
Policies, Rules & 
Regulations 

• Receiving favor for awarding contacts to certain 
vendors. 

• Using one's position in one City department to gain 
an advantage over another City resident or vendor 
when conduct ing personal business in another City 
department. 

The Ethics Intake and Review Committee is composed 
of (1) the Deputy Chief' Ethics and Integrity, (2) the 
Personnel Director, (3)jttfe Auditor General or designee1, 
and {4} the Ethics Audit and Compliance Specialist. This 
committee meets regularly to review complaints which 
have been made to OEk either through the-Employee 
Hotline or by any other means. 

Consist of tne/follov.'iri'"'' ^ i—ii-i P » i c s /~i i 

Chapter 2, fticle-i^; Division 29^fElection5 Campaign 
Control Ordinohcel: .Chapter 2, Article 7, Division 35 
JEthics O r d i n a n c e ^ n c j Chapter-2. Article 7, Division 40 

.4TM&nicipdl Lobbying' Ordinance). 
•:-y- • * & & . • • • # . • • 

The Ethics Commission enforces violations of the Election 
•-^.Campaign ControFOrdinance, the Ethics Ordinance, 

^nd;the..Municipal Lobbying Ordinance. 
•V;^.-1. V - j i - V ^ - . . - -

City^f Charter sections. Administrative Regulations, 
Personnel Regulations, Council Policies, and City EEO 
Policy regarding subjects including: 

•' • Avoidance of the Appearance of Impropriety 
• Confidentiality 
• Conflict of Interest 
• Electronic mail and Internet Usage 
• Employment of Relatives 
• Future Employment 
• Gifts/Favors 
• Improper Use of Position 
• Incompatible Employment 
• Nondiscrimination 
« Objective Contracting Process 

1 The Auditor General posiiion is subjed to Council and Voter Approval, In the inlerim, we will use the exisling 
process lhat is analogous lo the City. 
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Employee 

Complainant 

Complaint 

Third-Party 
Provider 

Incident Report 

• Obligations to Citizens 
• Participation in Political Activities 
• Reporting Improper Conduct/Whistleblower 

Protection 
• Sexual Harassment 
• Use of City Resources for Private Gain 

, • / 

Any person who is employed by the City of San Diego. 

A party [employee or citizen) that lodges a complaint 
or concern, written or otherwise, with the Office of Ethics 
and Integrity. J ^ ^ " > 

An expression of dissdtijifactionj^pr a cause orreason for 
complaining; a grievande^ifpS"by either an employee 
or citizen. Throuahout thferemoinder of this manua! 
"Compiaint#:;-wif) include Incident Reports resulting from 
an empioyee^dha^or. citizen f i l i ng^ 

Summary -
Complaint Report 

Closed Hotline 
Calls Report 

M ' ? # & • . 

An independent c^rnpdhyiijfhe Network, Inc.), which 
..provides offsite^hdtline coverage 24/7/365, with live 

•^Mriten^ewers who^dsk probative questions to gather 
necessary informqtipn to obtain actionable information. 

':{'*. This information is tBen transcribed into a report. 
•fry. ,fr^- \ & 

The'^GQs^maRqg.ement system converts the information 
^ received through the interview process into an 
"%;:Organize.d report calted an Incident Report. These 

^reports'ctre, disseminated to OEI's designated recipients 
{See Section IV - Dissemination and Escalation Teams 
fonfurther details). 

& • - - , ' 

^''summary of all incident reports by type (e.g., policy 
Issues, employee relations, customer relations) within a 
specified period of time. This report is available on the 
OEI website. 

A summary of all closed non-personnel incident reports 
within a specified time period. The Summary Complaint 
Report includes the date and time reports were 
received, incident types, and brief descriptions of the 
incidents. This report is available on the OEI website. 
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Case 
Management 
System 

Response 

The Network's online tool to facilitate a thorough 
interview that adapts to the issues identified in each 
call, and to the monitoring of investigations, it allows 
OEI to document all activities, in a single, centralized 
system. 

A reply or an answer from the designated division or 
department head that addresses the following: 

• A description o fa twmmedfa fe plan to address the 
issue/concern, '\;-,..i .:./.''" 

• Description of a plan"to'.prevenf the issue/concern 
from happening again, if warranted and 

• DescriptioWoftHie resolution "6f the issue/concern. 
^ • • & - - ^ • ; ^ . . ^ . 

Audit Committee" The Audit Committee is-cprhprised; of three-members, two 

cbnfirmeg^by the Giry Council and one is a member of 
st 'Council, the two puBjc members should have expertise in 
" 'account ing, auditing ahd financial reporting. 

The purpbseiofrthe Audit Committee is; 

v ? • Td'ensure objective oversight of the City's financial 
€" %; reporting process; 

v-'/To monitor the performance of the City's interna! 
• / ' audit function and Auditor General; and 

To retain the independent auditor, who will report to 
and take direction from, the audit committee. 

11 The Audit Committee is subject to Council Approval. In the inlerim, we will use the existing process that is 
analogous lo the City. 
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Auditor General1 

Citizens' Review 
Board of Police 
Practices 

The Auditor General is nominated by the Mayor and 
confirmed by a majority of the City Council. The Auditor 
General is responsible for internal audits of the City's; 

1. internal controls; 

2. financial accounting, reporting and disclosure; 

3. operations; and ... 

4. incidents of fraud, waste and abuse. 

The Citizens' Review Board of Police Practices; 

• reviews and evalbqtes serious.complaihts^brought by 
the public against.officers of the Police Department 
of the City of San Diego; 

• reviews ^ | ® c e r involved shootings and in-custody 
deaths; 

reviews an 
discipline an 

dministration of 
bm sustained complaints. 

1 The Auditor General position is subject lo Council and Voter Approval. In the interim, we wil! use the exisling 
process that is analogous 1o Ihe City. 
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Ii. Processing of Employee Hotline Complaints 

1. A third-party provider shall receive and record all hotline calls 
through a designated toll-free number published to City 
employees. Information from such calls is recorded on an 
"Incident Report." 

2. Upon completion of o complainant's call, the independent 
third-party provider sends an Incident Report via e-mail to the 
City's designated dissemination team, comprised of (1) the 
Deputy Chief Ethics and Integrity, {2),tKe Ethic^Audit and 
Compliance Specialist, and (3) the*.'Auditor General.' OEI 
Ethics Audit and Compliance Specialist shall be responsible 
for logging those complaints that come directly to the^OEI's 
third-party's Case Management System^ A copy 'o f the 
incident reports will be forwarded to tne Ethics Commission. 

o The Ethics Commissjpn^Director revtev/s-.each report to 
determine if there existTactual aiiegations. suggesting a 
violation.of any governmental ethics ia fe . Nothing 
contained in these po l i c i es anctejorpcedures shall 
preclude ^the Ethics Commission from exercising its 
statutory investigatory and/or enforcement authority as 
se^ forth in the Election Campaign Control Ordinance, 
the' Ethics Ordinance, and the Municipal Lobbying 
Ordinance should such allegations be contained in an 

s InadenfReport ^ . 

,3 At the* time of the call in the instance where the 
/:••••" complainant has identified him/herself, the third-party 

provider shall ask whether OEI may share his/her identity with 
"'•%..persons outside^of OEI. Identities of complainants will not be 

: Shared outsidebf OEI without such permission. 

A. Intake ancMReview Committee reviews the complaint and 
determine^Avhether it meets the criteria as set forth in Section 
VIII, B/Grtteria for referral and resolution through OEI (i.e., 
allegations involving unethical conduct, fraud, waste and 
abuse}. If the complaint meets the criteria, ihe Committee 
determines the appropriate City department for referral for 
Investigation/resolution. 

5. At the discretion of the OEI Deputy Chief or his/her designee, 
and based on the circumstances of the complaint, the 

1 The Auditor General position is subject lo Council and Voter Approval. In the interim, we will use the exisling 
process thai is analogous to the City. 
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complaint may be referred to the appropriate department 
for action prior to the Intake and Review Committee 
meeting. 

6. If a complaint is received by OEI which contains allegations 
of misconduct or wrongdoing involving a member of the 
Intake and Review Committee, the member shall be 
informed a complaint has been filed. That member shall 
immediately recuse him/herself from the .review of such 
complaint. ;r.;?. 

7. As follow-up, the OEI Deputy Chief or his/her designee may 
determine that an OEI staff member:" may nee§-1p obtain 
clarification or additional information from the complainant 
regarding the complaint/allegatiprL „ : : 

8. OEI staff member prepares and fofwqrds-'a memorandum 
and coov of thp inridenf Report rVoi the "DoroDriale 
department head, with. ,i:within 2 business days of the 
Committee's review. The.-Vmef^prandum advises of the filing 
of the complaint, requests^a response, and advises of the 
process to -secure additional ijfprmatiQ.n^concerning the 
complaint, ifcrieeessary. V: ,,v*,'1( 

9. If the suBject of theieomplaintls.a supen/Isor/manager at any 
level, thel-complajnf will be forwarded to and should be 
resolved by^hermex t level of.;, supervisor/manager. It is 
expected thaT;-tne:'sabiec1.- of the complaint will have no 

,-. ̂ •involvement in the^response. 

10.. Complaints "aileging^'cnminal activity will be forwarded to the 
:.r. San Diego Police Department for investigation. Complaints 
"•' against swornf-pfficers may be forwarded to the Citizens 

Review Boardjdf Police Practices for referral to Internal Affairs. 

11. Com^lgints./alleging improper financial activity and fraud, 
waste"6pv6buse will be referred to the Auditor General for 
investigation. 

12. If a complaint involves a department head, it is forwarded to 
the appropriate Deputy Chief for investigation/review. 

13. Department Directors and any other personnel involved in 
the Investigation of a complaint shall not share the substance 
of a complaint with anyone except those individuals who are 
directly involved in conducting the investigation. Such 
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personnel provided with this information shall hold all 
information obtained as confidential lo the greatest extent 
possible. 

14. If it is deemed necessary by the Department/Division head to 
disclose the nature of the allegation[s) to the target for 
investigative purposes, such may be done by providing only 
a summary of the allegation(s). However, care should be 
taken to provide no information that would compromise the 
complainant'S'-or any witness' identity. Sharing atlegation{s) 
of non-compliance outside of the OEI Intake process may 
constitute cause for an ethics complaint and/or for a legal 
claim of defamation. 

15. Breaches of confidentiality may result in disciplinary action 
carried out through the-existing process-and procedures. 

16. OEI staff member ensures, through monitoring and reminders 
to the affected Departmen^head, that timely investigative 
and resolution activit ies^are^tindertaken in-', .response to 
complaints received through the hcfliirieyv, 

17. The OEI Deputy.iChief or his/nerciesignee in" conjunction with 
the Intake.•'aha Review Committee will review the response 
submitted by the Diyislon or Department head to determine if 
the aHegationjs) raised in the complaint have been 
adequately addressed In the response. Upon such a 
det.erminatidn;;' p ' memo., from OEI to the Division or 

. ; Department head .will tfiereafter be provided, indicating 
:: closure o f the matter. 

18. However, if the response is deemed to inadequately address 
the aHegationjs) raised in the complaint, the Division or 
Department head and appropriate Deputy Chief will be 
notified. The; Division or Department head will be provided 
an opportunity to provide further clarification of the response 
and/or to further acquire additional information or to perform 
other actions as deemed necessary. 

19. In the instance where a complainant has identified 
him/herself, such complainant wil! be notified of .the OEI 
action on or referral of the complaint. The complainant may 
be advised that, in the instance of a referral, OEI may not be 
able to provide the complainant further information 
regarding the outcome of his/her complaint. 
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Processing of Ail Other Employee Complaints 

1. OEI receives complaints by means other than through the Employee 
Hotline (e.g., e-mail, telephone, letter, etc.). Complainants may 
remain anonymous. 

2. If the'complaint is orally provided either in person or by telephone, an 
OEI staff member records, in writing, the factual allegation(s) of the 
complaint and attempts to obtain adequate" Information to facilitate 
an effective review. 4 ^ '""••-• 

3. OE! staff member logs the complaint, and places'qt ime/date stamp 
on all such complaints received. : / r

 ;' ,,:• 

4. OEI staff member enters the employee.complaint into theythird-party 
provider case management system. ; : -M^ 

5. Once' entered into the ^ase.-.managemeht^system, the complaint is 
processed according to procedures^gs set forth:'iR.Section 11, 2-14. 

Xv 
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IV. Dissemination and Escalation Teams 

Dissemination 
Team 

Escalation Team 

Process 

Upon completion of the call, the third-party provider 
sends Incident Reports to the City's designated 
dissemination team. The team consists of the following: 
[1).Deputy Chief Ethics and Integrity, (2) Ethics and 
Compliance Audit Specialist, and,(3) Auditor General.' 

A copy of all the incident reports will be forwarded to 
the Ethics Commission Director. He/she reviews each 
report to determine if there exist factual allegations 
suggesting a violation of any governmental ethics laws. 
Nothing contained\ in these policies arid, procedures 
shall preclude the Ethics Commission from exercising its 
statutory investigatorY and/or'enforcement authority as 
set forth in^ the Election Campaign Control Ordinance, 
the Ethics'"'Ordinance, and^ the Municipal Lobbying 
Ordinance sfioulc^such allegations be contained in an 
incident. Report; 

-When a report..-. is--.'••'received that is designated for 
<$'-escalation (reports of high-risk/threat situations requiring 

immediate notice);vthe third-party provider,shall call the 
-. _ apprpjoriate designated agency representatives 
'^ immediate ly. The'City has designated the Auditor 

General':-fQt>.;.financiai emergencies, the Personnel 
Director for personnel-related matters, and the Labor 
Relations, Manager for workplace violence. The notified 
Representative will inform the Deputy Chief Ethics and 
Integrity of the call and respond as detailed in Section 11, 
2T |4 . 

Standard Incident Report Dissemination 

Incident Reports shall be disseminated by the third-
party provider, within two hours via email to the 
dissemination team members. 

' The Auditor General posilion is subject to Council ond Voter Approval. In the interim, we will use the exisling 
process Ihol is analogous to the City. 
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Escalation 

If one of the following incident Types Is assigned to an 
incident Report, and if It is determined the incident will 
happen again within 24 hours, then escalation is 
automatically triggered. Such Incident Types are: 

o Falsification of Organization Records 

o Fraud 

o Fraudulent InsuranceOldims 

o Kickbacks ,:<,„ ' : \ 

o Improper Release of Proprietary Information 

o Substance'Abuse .= .^ 

o Theft of CashK-; . r-£ ' x -

o Theft of Goods/SeTrvices 

o Rroduct Quality Concern 
o Worlcpilaee Violence/Threats 

The third-parfy. provider^ shall immediately call the 
escalation team appropriate ^ designate 

.representative i&ra^fncident R'eport meets both of the 
:;fe:ifollosvjng c r i te r ia^ 

Threat of to employees. or actual harm 
^customers, dKbperations 
:^f§yii,sig.nificant incident projected to reoccur 
.within ^"nours 

:fjAjl such, reports are checked by the third-party 
'fDrpvider's.Quality Assurance Team prior to contacting 
the designated persons on the City's Escalation Team. 

Ijphe Deputy Chief Ethics and Integrity believes that 
• any communication received by OEI or any OEI staff 

^ m e m b e r constitutes a threat to any individual, 
organization, or to the public, he/she shall immediately 
notify the appropriate escalation team member and 
any other individualfs) as is deemed appropriate. 
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V. Processing of Citizen Complaints 

1. OEI receives complaints of waste, fraud and abuse and/or other 
unethical conduct from citizens through d variety of means, including 
e-mail, telephone, letter, etc. 

2. If the complaint is provided orally either in person or by telephone, an 
OEI staff member shall record, on a Citizens Complaint Form, the 
factual allegqtion(s) of the complaint; I 'and\ attempts to obtain. 
adequate information to facilitate an effective review. 

3. OEI staff member logs the compjalrit and places a 1ime/date stamp 
on all such complaints received. ^ ,,•;.':. '••,••.-"• 

4. OEI staff member assigns a case nufnloer to each complaint to 
facilitate a follow-up process. As follow-up^.fhe OEi staff member may 
need to clarify or ob la i j ^add i t iona l information regarding the 

^^fe... m. 
5. Once assigned a case number, the" complaints is processed according 

to procedures'aTlset forth in Se'etibh II, 2-14. 

6. Employeesf who are-fhe subjecfTof a complaint, shall be notified as set 
forth in tfie^appiicakJie MOU: 'm 
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VI. Security for Complaints and Associated Reports, Working 
Papers, and Other Documents 

Policy • All complaints, associated reports, working papers, and 
other documents detailing employee and citizen 
complaints, which are received either through the 
Employee Hotline, by mail, e-mail and those documents 
or notes of any oral conversatiqns.with City employees or 
citizens, shall remain confidentjal 'atpll times. 

• Such complaints associatecl reports, working papers, and 
other documents shall ONLY be discussed. V/ith the Ethics 
Audit and Compliance Specialist, the Deputy-Chief Ethics 
and Integrity and other individuals as determined by the 
Intake and Review Committee. 

• No copies ore to be mode of any complaints, associated 
reports, working papers and other documents, except for 
discussion inJntake and Review Committee meetings or 
when forwardecl to a department head for investigation 
andvresolution At the conclusion of each Intake and 

eR'ev1e\v>eommittee meeting all copies shall be destroyed 
f ^ f i n d th^;priginal complaints, associated- reports, working 
•...papers,.and other qpcuments shall be maintained in a 

" ̂ e.curedimanner by an OEI staff member as designated 
^fthlTOBI-Beputy Chief. 

•% IncidentReports and associated case numbers shall ONLY 
"be prdvtded to individuals who are responsible for 

cdnductihgv the investigation or reviewing of the 
complaint. Such Information shall be held in strict 
confidence. 

• The confidentiality of all complaints, associated reports, 
working papers, and other documents shall be 
maintained at all times by OEI and 
investigating/reviewing departments. 

• Only the Deputy Chief Ethics and Integrity or his/her 
designee, in conjunction with the Office of City Attorney is 
authorized to determine the distribution or release of any 
complaints, associated reports, working papers, other 
documents and correspondence associated thereto, in 
accordance with the California Public Records Request 
Act (CPRA). 
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Confidentiality 

Custodian Of 
Complaint 
Documents 

1. All complaints, associated reports, working papers, and 
other documents concerning the review or investigation 
of complaints shall be marked as Confidential documents 
by OEI and investigating/reviewing departments. 

2. Strict confidentiality shall be maintained by OE! and 
investigating/reviewing departments throughout the 
processing of all complaints and through 
disposition/resolution and after. -

OEI shall maintain custody of complaints, associated reports, 
working papers, and all other pertinent information regarding 
any investigations of complaints. Other parties involved in 
the investigation shall also retain their own documentat ion. 

v.-.. 
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VII. Requests for Information Regarding Ail Complaints 

1. All requests for information concerning any employee or citizen 
complaint shall be directed for response to either the Ethics Audit and 
Compliance Specialist, the Assistant Deputy Chief Ethics and Integrity 
or the Deputy Chief Ethics and integrity. The OEi shall respond to such 
requests as permissible under applicable state law and City policy, 
rules and regulations. 

2. Departments shall refer to OEI any CPRA of.other requests for 
information regarding complaints received through OEI or the 
Employee Hotline. 
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VIII. Referral of Employee Complaints 

A. Background 

Policy City employees who have complaints or concerns regarding 
waste, fraud and abuse, individual or organizational 
processes, or who allege of non-compliance with City rules or 
regulations that relate to ethics, are encouraged to report 
such complaints or concerns to OEI. All such complaints and 
concerns shall be reviewedjtoy the Intake and Review 
Committee for a determination of whether the allegation(s) 
are credible and appropriate for departmentTeferral through 
OEI. ' % . 

B. M e t h o d o l o g y for Referral of C o m p l a i n t s 

' i f •:;.-, 

Procedures As complaints are received. 
Compliance Specialist reviews 

the" Ethics Audit and 
and evaluates the 

^seriousness of thW^djIegationfs) to determine if the intake 
^and Review Committee should meet immediately. 

II ft, 
^Otherwise, the Intake and Review Committee shall 
^convene every two weeks to review the Incident Reports 

received-oys^Ekand decide upon the referral of each 
repprt^or any other appropriate action. A complaint 

v.may be-referred fo: 

Deputy Chief 

Department Director 

Police Department 

Auditor General 

o 

o 

o Ethics Commission 

o Citizens Review Board of Police Practices 

o Equal Employment Investigation Office 

o Other referral as deemed appropriate by the 
Committee 

OEI shall prepare a transmittal memo (refer io Section IX 
for examples) and attach a copy of the incident report. 
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Criteria 

• The Ethics Audit and Compliance Specialist shall 
maintain a database that includes summary information 
from each complaint, assignment date, assigned to, 
meeting notes, memo sent date, forms sent date, 
received department response; and complaint matter is 
closed. This information Is confidential and shall be 
securely maintained. - ^ v 

An incident report shall contain all bfr,.jthe elements listed 
below to be within the purview of the Office, of Ethics and 
Integrity, which will monitor'the complaint uhtiljts disposition. 
The allegations containedin the repprt must Be:,,.. 

• Credible [Is worthy of beHeyfrthe opinion of the Intake 
Review Committee1 and appears to have been filed in 
good fa i th^ / i t ju io malicious'lntent) 

• Ethics-ReIate3::'(A1leges waste, fraud, abuse or unethical 
behavior) % " ^ % t o ^ ^ • . • 

• . Timely (Complaint sb_®ld''Seif^ed within one year of the 
.Jneident happe"nind)?r "*'' 

^r.jf the repoji does nqtj.pddress one or more of the above-
'•'mentioned- issues, thepreport may "be forwarded to the 

approp)riate_ department director for their information and 
the Office of Ethicsond Integrity will take no further action. 

Referral to Auditor 
General--

Any{ ^allegations of improper financial activity and fraud, 
waste; and/oY'obuse will be referred to the Auditor General, 
who will determine the appropriate course of action. 

The Auditor General should report to the Audit Committee 
the--;results of any investigation and disposition of such 
complaints. Documents reflecting such an investigation 
stiould be preserved in accordance with established 
procedures.1 

The Auditor General will provide a copy of any investigation 
results and dispositions to OEI. 

Excerpl from the Kroli Repori dated August 8, 2006, regarding the estabiishment of the Auditor 
General. 
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IX. Transmittal Memos 
Introduction OEI uses the following types of transmittal memos to assign 

cases for investigation. A copy of the Incident Report is 
at tached to the transmittal letter along with resolution forms. 
Identified or unidentified complainants receive memos or 
comments indicating the initial course of action by the 
Intake and Review Committee (e.g., referred to Deputy 
Chief for investigation). .& •-, 

1. Sample Memo when an Incident Repori is Assigned fo Deparfmen/ Direcfor: 

Dale: October 30,2006 0 i " ' ''-v'-l. 

To: Depanment Director M ^ ^.Cl;' kr}' 

From: Jo Anne SawyerK.noII, Deputy Chief Ethics and Integrity 

C !_• • . T ~ „ _ I T I _ . I ; Tl , ^ J J ^ *:.-~*c.-&.4$,-:... 

iUUjcui. c i n p i u y c c noLIJnc ivcpui i •̂ •n -̂i-x-: ''"-'̂ f-wr-'yal-,. \ :•-:*•.-

^ S i * * ^ - ;*>• 

Attached is a copy of a confidentiaHncident reporf^tnal was:fiied with'the-City's Employee Hotline. This 
office received the report on <date>Lregarding an issue,©? concern in your department. Since the repon is 
specifically related to matters under^'your direction;y,you will best be able to address the issue(s) or 
concem(s) reported. Please ensure all?existing poiicies and procedures are properly followed while 
reviewing or investigating-this claim. ^ '•$>._ 

Callers are provided a report number aridr-avdate to call back to check the status of their complaint; 
additionally, it^allows:-;you to obtain, any addniohal^information that is needed as their allegations are 
investigated:"' For this reason;.it is important that you respond to this report to provide feedback to the caller 
and to ensure that all issues or concerns are.adequately addressed. 

% ? ^ ^ 
Afier yolu review the attached repon, determine if you need any additional information from the caller and 
provide the caller with a status repon (even if no action is to be taken). To do so, send an email with all 
questions afid/qr comments to The Network, our independent third-pany hotline provider, al 
NetworkCallbacks@tnwinc.com'' and copy the DeputvChiefEthicslntepriivf5)sandiego.pov. When 
submitting your questions and/or comments, include the report number, as indicated on the attached 
repon, in the subject tine.by the response date provided in the Ciient Jnsiruclions section of the report. 
Your questions and/or comments will be forwarded lo the caller should they call back on or after their 
assigned date. 

In order to help sustain the integrity and success of the hotline, send the attached forms completed and 
signed to Danielle Knighten, MS 9A, within 10 business days of receiving this memo. If you have any 
additional questions regarding the incident repon, or this process, contact Danielle at (619) 236-7072. We 
want to ensure all issues or concerns are addressed in a timely manner. 

http://SawyerK.no
mailto:NetworkCallbacks@tnwinc.com''


18 OFFICE OF ETHICS AND INTEGRITY 

Policies and Procedures Manual 

City Employee Hotline and Complaint Program 

Page 

23 of 27 

Effective Date 

010/30/2006 

2. Sample Memo when Incident Report is provided to Department Director for 
informaiional purposes only: 

Date: October 30, 2006 

To: Depanment Director 

From: Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject: Employee Hotline Report <#> 

Attached is a copy of a confidential incident report that was filed with the City's Employee Hotline. This 
office received the repon on <date> regarding a complaint/issue or concern in youKdepartment. The Intake 
and Review Committee has established a process for screening the complaints/concerns and it has been 
determined that this complaint/concern does not require further action betaken by OEI; however, we are 
providing this report to you for informational purposes. You^dp not needto provide a response regarding 
this repon. %=:;y^p 

Accordingly, if you feel that an investigation's..necessary, ensure all Existing policies and procedures are 
properly followed while reviewing or investigating-this claim and contactnu.s to discuss any aciion you plan 
lo lake, so we can update our records as neededr^jf you^hayc any questions: regarding this report or this 
process, you can contact Danielle Knighten at (619)^236-7072; ^.i; ...... ^ 

Thank you. 

3. Sample Memo^odn identified caller wno.se complaint meets the criteria set 
forth in Section VliljvB, Criteria 

Date: - ^ # ^ o S ) f e Q , 2006 \ ' ^ ^ ^ ^ 

To: £.. Identified Caller -^. 

From: '"i- Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject; '^--Employee Hotline Repon <#> dated (...) 

This office received yourcomplaint/concem filed with the Employee Hotline and, upon an initial review, 
the Intake and Review Committee has determined that your concern should be referred to XXX for further 
review. Any further communications related to your concern should be directed lo XXX. XXX has been 
instructed to provide a resolution to this office upon completion of his/her review or investigation. 

The City of San Diego will not retaliate, nor will it tolerate retaliation against those who, in good faith, 
report suspected ethics violations or who participaie in an investigation of suspected ethics violations. An 
act of retaliation should be reported immediately to Ihe Office of Ethics and Integrity (OEI), which will 
investigate any such report as a potential ethics violation. In addition, those who bring matters to OEI are 
protected through the state Whistleblower Protection Act. Details of the Act can be found at 
http://www.dir.ca.gov/dlse/whistleblowersnotice.doc. 

http://wno.se
http://www.dir.ca.gov/dlse/whistleblowersnotice.doc
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If you feel your concern is not addressed, please contact this office directly-via email at 
deputvchiefeihics&imegriiyfa'sandiepo.pov and reference the report number above. 

Due to the nature of the complaint filed, this office may not be able to provide you with the outcome. 

We appreciate your efforts and thank you for "Doing the Right Thing!" 

4. Sample Message sent to the unidentified caller indicating course of act ion 
taken by the Intake and Review Committee: 

Your complaint/concern filed with this Hotline has been reviewed by the Intake and Review Committee 
and they have determined that your complaint/concern should be referred to XXX for further review. If 
you have additional information that would be useful in XXX's review into your complainl/concem please 
contact The Network again with any additional information. 

If you feel your concern is not addressed, please . contact this office directly via email at 
depuivchiefethics&inteprityfSsandieeo.eov and reference the report number above. 

Due to the nature of the complaint filed, this office may not be able to .provide you with the outcome. 

We appreciate your efforts and thank you for "Doing ihe Right Thing!" 

5. Sample memo requesting additional information from the identified 
complainant before^tWe;. Intake and Review Committee proceeds because 

. there is not enougfiinformation-to make an informed decision: 

Date: October 30; 2006 y"'-'' 

To: Caller „ ••- "' ' ' ^ • & . • < ' 

From: Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject: Complaint Filed 

All documents provided to this Office have been reviewed, but before this Office can move forward, please 
provide specific cases with appropriate details (e.g., etc). Your claim cannot be subsiantiated without the 
requested infonnation. Once this information-is provided, this Office will be able to deiermine the 
appropriate course of action. 
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6. Sample memo informing the identified complainant that his/her complaint 
does not meet the criteria as set forth in Section II 2-14, and therefore not In the 
purview of OEI: 

Date: October 30, 2006 

To: Identified Caller 

From: 

Subject: 

Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Employee Hotline Report <#> dated (...) 

This office received your complaint/concern filed with the Employee Hotline arid, upon an iniiial review, 
the Intake and Review Committee has determined that this matter should be referred to XXX, (Title) 
Director for further review. We have determined that allegations contained in your complaint does not 
constitute an ethical violation and, therefore, is not within the purview of the Office of Ethics and Integrity. 
Accordingly, this office will not lake any further action regarding this matter. Any ftmhef communications 
related to your concern should be directed to XXX. If you feelypuf concern is not addressed, you should 
then contact vour union. 

The City of San Diego will not retaliate, nor will it tolerate retaliation a'gainsl those who, in good faith, 
report suspected ethics violations or who participate in ah investigation of suspected ethics violations. An 
act of retaliation should be reported immediately to the Office of Ethics andlntegrity (OEI), which will 
investigate any such report as a poiential ethics violation. In additiori'-.tKose who bring matters to OEI are 
protected through the slate ̂ Whistleblower Protection Act. Details of the Act can be found at 
http://www.dir.ca.gov/dlse/wHistleblowersnoiJce.doc. '<\ 

We appreciate your efforts and thank you for "Doing the Right Thing!" 

What Are The 
Reporting 
Requirements? 

Extenkions to 
Reporting 
Deadlines 

OEI requires a response within 10 days of receiving the 
memo': 

OEI will determine extensions on a case^by-case basis, but 
will generally grant extensions. 

http://www.dir.ca.gov/dlse/wHistleblowersnoiJce.doc
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7. Sample reminder memo to referred party that a response is due to OEI and 
the deadline is approaching: 

Date: October 30, 2006 

To: Department Directors 

From: Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject: Hotline Repori Response Deadline Reminder 

You are receiving this memo as a reminder that your responsefs) to the confidential hotline report(s) is(are) 
due by <daie>. You have been asked to respond with 10 business days of receiving the memo dated 
<dale>, and to date this office has not yet received your response. If you need details regarding the 
report(s) previously provided, please contact Danielle Knighten (619) 236-7072 or 
dknighten@,sandiego.gov. : 

If you need more time to resolve the complaint, send an email to deputvchiefethicsintegrilvfS'sandiego.gov 
explaining your course of action and why. additional time is necessary to resolve the complaint properly. 
Otherwise, the resolution form(s) should be completed, signed and sent to Danielle at MS 9A., within 5 
days of receiving this memo, unless other arrangements have bee:n made. If you fee! you have received this 
memo in error, contact Danielle to confirm your response has been received by OEI. 

Your attention to this matter is greatly appreciated '-

8. Sample memo to referred parties when a response is past due: 

Date: October 30, 2006 

To: Department Directors -

Fromf Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject: Hotline Report Responses Outstanding 

Within the last month, this office has forwarded one or more Hotline repon(s) asking you lo reply, and to 
date this office has not received your response. If you need details regarding the reports previously 
provided, coniact Danielle Knighten at (619) 236-7072 or dknJehlen<Ssandiego.gov. 

If you need more time to resolve the complaint, please contact Danielle or send an email lo 
deputvchiefethicsinleerilvfSjsandiepo.Eov explaining your course of aciion and why additional time is 
necessary to resolve the complaint properly. Otherwise, the outstanding resolution formfs) should be 
completed, signed and sent to Danielle, MS 9A within 5 days of receiving this memo, unless other 
arrangements have been made, If you feel you have received this memo in error, contact Danielle to 
confirm your response has been received by OEI. 

Your aitention lo this matter is greatly appreciated. 
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9. Sample memo to department directors or appropriate referred party when 
OEI closed the complaint: 

Date: October 30, 2006 

To: Depanment Directors 

From: Jo Anne SawyerKnoIl, Deputy Chief Ethics and Integrity 

Subject: Employee Hotline Report <#> 

On <daie>, OEI received your response to the City's Employee Hotline report <#>. The Intake and 
Review Committee has reviewed the response and deems the response is satisfactory, therefore, OEI will 
close this case and no further aciion will be taken regarding this matier. If you have any questions 
regarding this report or the process, contact Danielle Knighten at (619) 236-7072. , _ 

We appreciate your contributions to improving the City's eihical.cHmate and to making the hotline a 
success. :--
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suspected wrongdoing 
Association of Certified Fraud 

^liistlebldwer hotline. Wliile ACFE has 
jply-ttb^every entity's operations, the OfRce 

Whistleblower Issues for Audit Committees to 
Consider Too! 

Yes No Partially Comments 

A. Design Effectiveness 
In assessing the design effectiveness of the hotline, a govemment audit committee should consider the following questions: 

Does the hotline have a dedicated hotline 
number, fax number, web site, e-mail 
address, and regular mail or post office box 
address to expedite reports of suspected 
incidents of misconduct? 

X D D 
The City of San Diego's Office of Ethics and 
Integrity (OEI) contracts with The Network for 
hotline administration, which includes a 
dedicated toll-free phone number. The 
Network has helped clients—including (he 
ACFE-- collect information and address 
critical issues such as ethics and risk 
management for nearly 25 years. The 
Network has more than 2,200 clients, 
including 45% of the Fortune 500 and a large 
number of municipalities and government 
entities. 

Copyright © 2005 AICPA, Inc. 
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2. Does Ihe hotline demonstrate 
confidentiality, including showing how 
caller ID, e-mail tracking, and other 
technologies cannot be used lo identify the 
whistleblower? Has the govemment 
considered the use of an independent 
hotline operator to enhance the perception 
of confidentiality in addition to any real 
improvement? 

3. Does the hotline utilize trained 
interviewers to handle calls to the hotline 
rather than a voice mail system? 

4. Is the hotline availability 24 hours a day, 
365 days a year? 

5. Does the hotline have multilingual 
capability to support hotline callers with 
different ethnic backgrounds or those that 
are calling from different countries? 

6. Are callers provided with a unique 
identificatioiv number to enable them'to 
call back later anonymously to receive • 
fcedback;or follow-up questions from 
investigators? 

7. Does the government have a case 
management system to log all calls and 
their follow-up, to facilitate management 
of the resolution process, testing by 
internal auditors, and oversight by the audil 
committee? 

X 

X 

X 
X 

: X . 

X 

• 

D 

a 
a 

; a 

D 

D 

a 

a 
D 

D 

a 

The City of San Diego, through OEI, The 
Network in order to enhance the perception of 
confidentiality. Complaints made directly to 
OEI may also be made anonymously, and all 
complaints, associated reports, working 
papers, and other documents detailing 
employee and citizen complaints, shall remain 
confidential at all times 

All calls to the hotline are handled by trained, 
third-party call takers who ask probative 
questions to gather necessary infonnation. 
The hotline is staffed and available 24 
hours/day, 365 days/year. 

Each caller is provided a unique identification 
numbenso:that they can leave additional 
information.(anonymously if they.choose) and 
so OEI may inform .them of the status of their 
concern (e.g., under investigation) or ask 
additional questions. 

The Network receives and records all hotline 
calls and then creates an "Incident Report." 
Incident Reports are tracked by OEI to 
facilitate management of the resolution 
process. The confidentiality of complaints and 
these reports is maintained at all times. Upon 
the establishment of the City of San Diego's 
Audit Committee, these procedures may be 

o 
o 
CO 
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8. Has the govemment established protocols 
for the timely distribution of each type of 
complaint, regardless of the mechanism 
used to report the complaint? Are 
complaints of any kind involving senior 
management automatically and directly 
submitted to the audit committee without 
filtering by management or other 
government personnel? • 

9. Does the government effectively distribute 
comprehensive educational materials and 
training programs among potential users lo 
raise awareness of the hotline? Are these 
materials available in all relevant 
languages, given the potential user base 
and taking into consideration cultural 
differences that may require alternative 
approaches to achieve the desired goal? 

X 

D 

D 

• 

• 

X 

revised. 
< 

Each complaint.is reviewed by OEI's Intake 
and.Review Committee (currently comprised 
of the Deputy Chief of Ethics and Integrity, 
Ethics and Audit Compliance Specialist, 
Director of Personnel and 
Auditor/Comptroller) within three weeks of its 
receipt. At the discretion of the OEI Deputy 
Chief or his/her designee, and based on the 
circumstances of the complaint, the complaint 
may be referred to the appropriate department 
for action prior to the Intake and Review 
Committee meeting. In (he absence of the 
Audit Committee, complaints involving senior 
management are referred within existing Cily 
mechanisms (e.g., EEIO, Police Department, 
etc.), depending on the nature of the 
allegation(s). 

In November-December 2005, literature, 
wallet cards, and flyers with infonnation on 
the hotline (what it is, how to contact, etc.) 
were sent to all City employees. 

OEI is currently participating in meet and 
confer with the City's unions to finalize the 
hotline procedures. Upon completion of (his 
process,'OEI and the Internal Communications 
group will undertake a City-wide education 
program to familiarize employees with the 
hotline, criteria for calls, process for handling 
concerns, etc. In the meantime, OEI is making 
in-person presentations to employees that 
describe the hotline (thus far reaching an 
estimated 1/3 of the City's workforce) and 
infonnation is available on OEI's intranet and 

3 

>0 
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10. Docs the government support outreach lo 
potential stakeholders other than 
employees? 

11. Do the government's internal auditors 
periodically evaluate the design and 
operating effectiveness of the hotline? 
What were the internal auditors' 
conclusions regarding how the hotline 
reflects changes in the government's 
operations and in best practices; (2) 
whether the hotline is receiving 
satisfactory support from management, 
employees, and other participants; and, (3) 
whether protocols established for 
forwarding infonnation to the govemment 
audit committee have been followed? 

D 

X 

• 

• 

X 

a 

Internet sites. 
At this point in time, the hotline is intended for 
employees only. Complaints from citizens are 
accepted through other means (phone calls, e-
mails, in-person, etc.), but addressed through 
an analogous process. Upon formation of the 
Audit Committee, the hotline may be 
expanded to receive citizen complaints, also. 
At that point,'OEI will reach out lo citizens 
and other potential stakeholders. 
The City's Auditor/Comptroller is part of the 
hotline process and was involved iii designing 
the process for effectively operating the 
hotline and processing complaints. The 
Deputy Chief of Ethics and Integrity is 
instrumental .ihfonning City management and 
ensuring appropriate support from 
management. The Ethics Audit and 
Compliance Specialist is responsible for 
advising the Intake and Review Commiltee on 
protocol issues. 

B. Educating Employees and Others About the Iloflinc 

In assessing whether management is actively pre 
shouid consider the foiiowing questions: 

I, Is confidentiality of communications made 
to the hotline stressed? 

mioting 

X 

the exi 

D 

stence and 

D 

use of the hotline, a govemment audit committee 

All complaints, associated reports, working 
papers, and other documents detailing 
employee and citizen complaints, which are 
received either through the Employee Hotline, 
by mail, e-mail and (hose documents or notes 
of any oral conversations with City employees 

4 . •'--"• 
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2. is training provided to employees upon 
hiring and periodically thereafter? 

3. For suppliers, is infonnation incorporated 
into a vendor approval process, in purchase 
contracts, and on purchase orders? 

4. Is the hotline number and other contact 
information provided on the govemmenlls 
Web site, intranet, newsletters, invoices, 
purchase orders, pay stubs, checks, and 
even vehicles? . 

D 

• 

a 

D 

X 

• 

X 

a 

X 

or citizens, shall remain confidential at all 
times, as described in OEI procedures. CD 

O 
OEI will begin its ethics training, slated to ^ 
include infonnation on the hotline and other yz^ 
mechanisms for reporting complaints v^ 
involving waste, fraud, abuse or other 
unethical behavior, in early 2007. In lhc 
meantime, all new employees receive 
infonnation regarding the employee hotline 
upon hire. Current employees may contact 
OEI at any time for infonnation regarding or 
assistance with the hotline or ethics-related 
questions, information on how to do so is 
available on the intranet and Inlemet, and 
through in-person presentations. 
By Spring 2007, to accompany a Contractor's 
Code of Conduct, a brochure with information 
about the ethics-related rules and regulations 
that govern'Cily employee behavior will be 
provided to-firms-doing business with the City. 
This will assist contractors in avoiding 
behavior that may encourage ethical lapses and 
will include infonnation about how contractors 
can report ethical lapses to the City. 
As the hotline is currently intended only for 
employees,' the hotline number and contact 
infonnation is made available through OEI's 
intranet site, in-person presentations, and 
collateral such'as bookmarks. Upon formation 
of the Audit Committee,' the hotline may be 
expanded to receive citizen complaints, also. 
At that p6iht,'OEI will reach out to citizens 
and other potential stakeholders through a 
variety of means. 

C. Evaluating Cnniiiiunicntions Received 
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n evaluating the communications received, a government audit committee should consider the following questions: 

1. Is management taking all communications 
made to the hotline seriously? Arc 
allegations appropriately investigated? 

2. Does the government have a process for 
reporting back to the whistleblower on a 
timely basis, where possible, regarding the 
action taken? 

X 

X 

D • The OEI Deputy Chief or his/her designee, in 
conjunction with the Intake and Review 
Committee, reviews each investigations' 
response to detennine if the allcgation(s) 
raised in the complaint have been adequately 
addressed in-the response. If the response is 
deemed to inadequately address the 
allegation(s) raised in the complaint, the 
Division or Department head and appropriate 
Deputy Chief are notified. This allows OEI to 
verify appropriate investigation of complaints 
while'assessihg management support. 

In the instance where a complainant has 
identified him/herself, such complainant will 
be notified of the OEI action on or referral of 
the complaint. The complainant may be 
advised tliat; in the instance of a referral, OEI 
may not be able to providethe complainant 
further information regarding the outcome of 
his/her complaint due to confidentiality or 
personnel-related issues. For an anonymous 
complainant, a notification is sent to The 
Network so when the complainant calls back, 
he/she will know the disposition of the 
compliant and will have an opportunity lo 
report additional information. 

CD 
O 

ro 
CO 
oo 
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Kroil Remediation 
Remedial Category - Interest Allocation 

10/25/2006 

Kroll 
Item 
74 

Report 
Ref. 
M-16 

Description 
The interest allocaiion process should receive sufficient manaeement review. 

Background 

During its audit, KPMG discovered that the interest accrual was allocated incorrectly. Current 
City management believes this was caused by either an accountant key punch error or a manual 
calculation error. Current City management believes this issue will be remediated by 
November 2006. Documented controls currently in place'should prevent this type of error from 
happening again. , 3 

- • • * . • 

Action Taken for Kroll Remediation 

The interest allocation process was documented in a format thato3Kinagempnl believes is -.. 
acceptable for internal controls. The documentation includes: " . 

> Process flow, process narrative and identification of significant control activities 
> Control matrix containing: 

o Control objcuiives, risks, significant control activities, control number, control rype 
o Identification of preventive/detective control, system or manual control, control 

frequency, fraud control, safeguarding of assets, financial statement assenions and 
the pertinent components of internal control from the COSO (Committee bf 
Sponsoring Organizations of the Treadway Commission) framework 

Design Effectiveness Assessment 

Effective with the exception of one Design Gap - Segregation of duties related to significant. 
control activity 74D. The same accountant has AMRJS (general ledger) system access to run 
preliminary and.final reports. Management is inthe process of remediating this gap by having 
infonnation technology change system access. Once this gap is fixed, the accountant that runs 
the preliminary report will not be able to run the final report. This gap is planned to be 
remediated prior to the time that interest allocation is performed for November 2006. 

Operating Effectiveness Assessment 

Management plans to test operating effectiveness by March 31, 2007. 

Process Improvement Recommendations 

None. 
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Interest Allocaiion Process 

CA 1'7S Asscrlfons COSO 

ro 
ro 

o 

C o n t r o l Ob jec t i ve 

Inlerest income is allocated to Ihe 

appropriate funds for financial 

report ing 

Risks 

Inlerest income is not 

properly allocated lo the 

appropriate ftimls 

resulting in inaccurate 

financial repott ing 

S ign incan l Con t ro l Ac t i v i t y Rel 
Ctr l 

Type 

Accountant reconciles cash interest 

earned and investmenl balances among 

SunGard Investment Reports and 

AMRIS. 

74A 

AMRIS system allocates interest 

among investment pool accounts. 
74B 

The preliminary report and supporting, 

riala are reviewed and approved by tlie 

Operations Section Supervisor. 

74C M 

Tbe Accountant lias syslem access to 

run preliminary reports. The 

Supervisor has system access to run the 

final reports. THIS IS CURRENTLY 

A GAP AND SYSTEM ACCESS 

NEEDS TO BE ADDRESSED. 

740 SD-
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Keference Legend 

Control Type 

A - Autlioriznlion 

C - Conngurnttun/account mapping 

E - Bxcejilion rcpotts/edit checks 

] - Interfacc/conveision controls 

K - Key perroniiancc indicators 

M - Management revjew 

R - Reconciliation 

SD - Segtcgalion ofdulies 

SA - System access 

SOA - Safeguarding of Assels 

(F) Irrc(|iieiicy 

D - Daily 

W - Weekly 

D - Oi-Weekly 

M - Monlli ly 

Q - Qumtcily 

S - Semi Annual 

A - Annually 

T - Transaclmiial - daily 

SY - System 

F/S Assertions 

Comp - Compleleness 

E/O - Existence or occurrence 

V/A - Valuation or allocation 

R/O - Rights and obligations 

P/D - Presentation and disclosure 

COSO r ramework 

C - Control Activities 

R- Risk Assessment 

I - In formal ion and Communications 

M - Moniloring 

E - Control Environment 

Headers 

CA Ref - Control Activity reference number 

Ctrl Type - Control Type 

P/D - Preventive/Detective Conlrol 

S/M - System/Manual Control 

F- Frequency 

FC - Fraud Control 

SOA - Safeguarding of Assets 
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Source: Meeting wi lh Cecilia San Pedro 
and Leonard Al luenle, Audilor's office 

Process Flow 

0 
Treasury : 
SunGard 

Earned Income 
Detail 

© 

AMRIS: Simpler 
Query 

Accountant: 
Reconciles cash 
inlerest earned 

Accountant: 
Reconciles 
Investmenl 
balances 

0 

© 

Accountant: 
Delermines 

Posling or Timing 
Difference 

-Timing- -Posting 

h o 

A c c o u n t a n t : 
Calculates Interesl 

Amounts for 
Allocation 

Accoun tan t : 
Researches 

posting errors 

© 

JV 

Process 

A c c o u n t a n t : Inputs in 
Interest Allocaiion 

System 
Page 2 

Process Narrative 
Background: Interesl is required to be nllocated to all funds included 
In the City's pooled cash. Fund 99998 is Ihe City's investment pool 
account. There are approximately 1,500 funds In Ihe pool. Inlerest 
allocation distribution occurs on a,calendar month basis. The City's 
AMRIS accounting system is on a 13 period basis. IhlerSsl Allocaiion 
Procedures were issued on 8/23/1999. That document serves as a 
"Desk Procedure." 

The process begins with (he receipt of the SunGard Monthly 
Investment Reports from tlie Treasurers Department. These reports 
are avaijable 2-3 weeks after month end. TheSunGard report 

.amounts need to be reconciled to the Bmounls amounts in AMRIS. 
The Inlerest Allocation Accountant run:; a Simpler query to bblain 
AMRIS fund amounts. 

The Interest Allocation Accountant reconciles cash inlerest earned 
between the SunGard Investment Report and AMRIS. The Interest 
Allocation Accountant also reconciles inveslmenl balances among 
SunGard and AMRIS, Cash inlerest received and investmenl pool 
activity must reconcile prior to allocating interesl to the funds. 

There could be unreconciled items due lo liming or posling errors. 
When there are unreconciled items, first the Inlerest Allocation 
Accountant researches for any l iming differences. Typically, l iming 
differences are related lo posling on the first day of the nexl calendar 
month in AMRfS. A query report from the Simpler syslem is run to 
oblain daily transactions for the first day of the next calendar month. 
This report is used lo identify liming differences. 

If there are posting errors,.they are resBarched with Ihe supervisor 
and a Journal Voucher ts prepared. 

Upon completion of the reconciliation, Ihe 'TOTAL ENDING 
ACCRUAL" and T O T A L CASH RECEIVED" is calculated by Ihe 
Interest Allocaiion Accountant. Both figures are calculated from data 
contained in Ihe SunGard Monthly Investment Reports. 

Once these amounts are determined, they are entered into Ihe 
Interest Allocation System (C3502 screen) with a status of "P" for 
Preliminary. • 

Significant Control 
Activities 

o 
o 
re 
ro 

© (CA - 74A) Reconciliation. Accountant reconciles 
cash interest earned and investment balances 
among SunGard Investment Reports and AMRIS. 
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Source; Meeting wllfTCecilia 5at» Pedro 
and Leonard Alfuenfe. Audilor's office 

Process Flow 

Page 1 

© 
Accoun tan t ; 

Requesls 
DPC to run 
Preliminary 

Report 

AMRIS : 
System 

calculated 
Interest 

Allocation 

Yes 

© 
AMRIS: 

Preliminary 
Inlerest Allocation 

Report 

Accoun tan t : 
Reviews Preliminary 

Inlerest Allocation 

Report 

© 
J 

Superv iso r : 
Reviews Final 

Preliminary Report 

v 

' 

Page 3 

Process Narrative 

The Inlerest Allocation Accountant requests the preliminary interest 
allocaiion reports be printed. The accountant sends an email to San 

• Diego Data Processing Corporation (DPC) Indicating jobs needed to 
run the preliminary report. ' 

DPC runs AMRIS system preliminary reports lhat show ihe results of 
inlerest allocation distribution based on tho two amounls entered for 
the TOTAL ENDING ACCRUAL AND TOTAL CASH RECEIVED. 

The Interest Allocaiion Accountant reviews the preliminary report. 
Specifically, Ihe ending accrual, beginning accrual and cash received 
amounts are reviewed lo confirm they are accurate. Three particular 
funds are analyzed for reasonableness: General Fund (100), Water 
Fund (41500), and (Sewer Fund,'(415d6)'' These three fi inds were 
chosen because each have substantial cash balances. The prior 
monthly reports for these three funds'are compared to the current 
reportsfor reasonableness. At this l ime, the Interest Allocation 
Accountant can also enler any needed adjustments lo cash or accrual 
balances inlo the Inlerest Allocation System.* These adjustments are 
based on Informalipn from the preliminary report. If any adjusimehls 
are made, another preliminary report run l i run and reviewed for 
accuracy. 

After complete review of the preliminary report and any adjustments, 
the Interest Allocaiion Accountant submits all documents and work 
papers to the Operations Section Supervisor. The Operalions 
Section Supervisor reviews the summary nnd supporting information 
and approves by initialing the front page of Ihe work papers. 

. > 

Significant Control 
Activities 

o 
C-
ro 
ro 
ro 

(CA - 74B) Sys tem Con f i gu ra t i on . AMRIS s y s t e m 
al locates Interest a m o n g inves tmen t poo l 
accoun ts . 

© 
(CA - 7 4 C ) Management Rev iew. The pre l im inary 
repor t and s u p p o r t i n g data aro rev iewed and 
app roved by Iho Opera t ions Sec t ion Superv i so r . 

y 
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Source: Meeting with Cecilia San Pedro 

and Leonard Al luenle. Audilor 's ofl ice 

Process Flow Process Narrative 

© Superv isor : Modifies 
AMRIS slatus to Final 

With the Operal ionsSecl ion Supervisor's approval, the posting of 
Inlerest Allocation is ready. The Supervisor modifies the slatus of the 
C3502 screen to "F" lor Final. 

O 
Significant CorflSol 

Activities ro 

(CA - 74D) Segrega t ion o l Dut ies . The A c c o u n t a n t 
has sys tem access t o run p re l im inary repor ts . The 
Superv i so r has s y s t e m access lo r u n the f ina l 
repor ts . THIS IS CURRENTLY A GAP AND SYSTEM 
ACCESS NEEDS TO BE ADDRESSED. 

© 
A c c o u n t a n t : 

Requesls 
DPC to run 

Final Report 

The Interest Allocation Accountant sends an email to San Diego DPC 
indicating jobs needed lo run the Final Inlerest Allocation Report and 
the syslem generated postings to AMRiS (the G/L). 

© 
AMRIS: 
Syslem 

calculated 
Interest 

Allocaiion 

Accoun tan t : 
Verifies AMRIS 

has posted 

DPC runs AMRIS system generated Final Inlerest Allocation Reports. © See CA - 74B on page 2 o t 3. 

AMRIS: Final 
Inlerest Allocaiion 

Report 

© 
A c c o u n t a n t : 

Provides 
dala to 

Treasury 

A c c o u n t a n t : 
Files work 

papers 

The Inlerest Allocation Accountant reviews Ihe final report and verifies 
that AMRIS has posted interest allocation. 

The Interesl Allocaiion Accountant provides receiving fund daily 
average cash balances to the Treasurer's Department through email. 
The work papers for the month are filed in the Interesl Al locai ion file. 

End 
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