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ORDINANCENUMBER O- 29612  (NEW SERES)

DATE OF FINAL PASSAGE _ MAY 0 2 2607

'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, 22.4103,

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.

WﬁEREAS, on December 6, 2006 atl a special ﬁleetmg, th.e City Cc;uncil established an
Interim Audit Committee and directed the City Attorney to draft an ordinance to amend 'r.hc .
Permanent Rules of the Council to establish an Audit Committee as a standing committee of the
City Couﬁcil, and directed that the Audit Committee preﬁare a written Charter; and further
directed that the Financial Reporting Oversight Board be eliminated as being redundant to the
Audit Committee; and K& |

WHEREAS, on January 9, 2007, the Cit.y Council adopted the “San Diego City Cou_ncil
Temporary Rules Establishing the Audit Commisttee” until such time that the Permanent Rules of
the City Counci] are amended and directed that the Audit Committee develop and recommend a
Charter containing the duties and responsibiiitics of thé 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
adopféed an “Audﬁ't Committee Charter”, andr discussed and received a “Statement of Operating
Principles” issue:f} by the Mayor, a copy of which is attached for references purpos.es c;nly as
Exhibit A, and directed that the Audit CoMﬁeg Charter be added to the Municipal Code; and

WHEREAS , under Charter section 280(a)(1) this ordinance is not subject to veto by the
Mayor because this matter is exc]uslve}y 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 biego, as follows:

Section 1. That Chapter 2, Artic]erz,_ Division 1, of the San Diego Municipal Code is
hereby amended by amending Section 22.0101.5, Rule 6.1, and by aﬂda;g ule 6.11.6, titled
“Andit Commiitee,” as foliows:

§ 22.0101.5 - Permanent Rules of the Coun;:il
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 Copncil hereby creates six sfanding comrmnittees as follows:
{a) through (e) [No change to text.]
() 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 Committes members should be arranged to ensure that
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(b)  The Committee shall be comprised of three voting Council members. The
terrﬁs-qf the members, whenever possible, shall be arranged to ensure that
there is always at least one experienced member of the Committee.
(¢)  The Committee shall ﬁeet ﬁcriodical]y as it determines. It shall cohduc.:t
its meetings in accordance with _this Chal;?er, the procedures of the
Council, the require;ments of California law and such other lawful
procedures as the Committee may adopt. T"ne Commnittes may; coﬁsistent
with Califormua law, meet in closed session when determined necesémy,
including for personnel matters.
§ 22.4303 Resources
(a)  The Committee shall be a&vised, from time.-toqi.rne, by an ad hoc advisory
committee, created and established only for t_he purpose of advising on’
questionszwith clearly defined bbjectives, énd shall be ternpor.ary in natﬁre,
and shall be dissolved upon the completiﬁn of the objectives for which the
ad".fisory committee was created. The advisory committee shall iniq'aﬂy
consist of at least three members, one member who shall be appoiﬁted By
the Mayor. and two members who shall be appointed by the Committee.
Any additional mernberé 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 ma.nagemeﬁt expertise.
Each of the members shall serve without compensation.
' (bj The Comumittee may, from time 10 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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§ 22.4308
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approved by the City Council, for paﬁnent of compensation to any such
consultants and advisors and any qutside anditor, as well as for any
ordinary administrative expenses of the Committee that it determines are
necessary or appropriate in carrying oﬁt its responéibilities.
Compfaint Procedures A-
Any issue of significant financial misoondﬁct shal} be brought to the attention of
the Comm_ittee for its consideration. In this conneétion, the Comumittee shéll
establish procegures for: |
(a)  thereceipt, retention and treatmént 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.
Key Responsibilities
(a)  The Comunittee’s role is one of oversight, and it is recognized that the
Mayor is respons_ible for preparing the City’s financial statements and that
thé outsidg_guditor, which is ultimately accountable to tﬁe Comumittee, is
responsibie for auditing tho.sc financial statements.
(b)  The following functions shall be the commeon recurring activities of the
Committee in carrying out its oversigﬁ{ role. The functions are set forth as
a guide and may be varied and supplemented from time fo time as
appropriqﬁc_ under the ci;cumstan ces.
(1)  Appointment of Outside Auditor. The Committee shall have direct

responsibility, with appropriate consuliation with the Mayor, for
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the appointment, compensation, retention ana 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 aunditor 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
pe;jiodically with the Disclosure Practices Working Group and the
Mayor the City’s disclosure controls and procédures, and shall
review and evaluate the annual report on the City’s disclosure
controls and procedures made by the Disclosure Practices Workiﬁg
Grr,oup‘and provide to thé Disclosure Practices Wox;king Group, the
Mzqur, and the City Council any comments or recommendations it
may have.

(3)  Internal Controls. The Comunittee 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 adversel-y affect the City’'s ability -to

record, process, sumarize or report financial data and any fraud,
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whether or not material, that invoA}ves 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
municilial Sector.

Internal Auditing. The Comunittee 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 Rep.onsAfor fiscal yearé 2004
through 2007, and the City’s iﬁtcma] controls over financial
reporting, and which shall recognize the need to prioritize
wor__ldoad according to available fesources, budget and critical .
needs. The Co@ttce shall review and comment on the Ann_ual
Audit Work Plan and monitor its progress ron at [east a quarterly
basis. The Committee shall review tﬁe results of internal financial
audits and monitor the follow-up on recommendations. | Consistent
with the requirements of the City Charter and California law, the
Comumittee maj meet with the internal auditor outside the présencc
of the Mayor to discuss the internal financial audit.

Accounting Policies. The Commitree shall review pesiodically with
the Mayor and the outside auditoz; 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
priﬁciples 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 Services and Permitted Non-Audit
Seﬁri ces. The CoMiﬁee shall approve, or establish procedures for
representatives of the Committee to approve, in advancé, 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
ﬁnz_mcial statements, the Committee shall:
(A)  Request from the outside éuditor a formal v.vritten statement
delineating all relationships betwéen 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
aud.itor’S objectivity and independence, and take
appropriate action to oversee the iﬁdepezidencc of the

putside auditor.
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After appropriate consultation with the Mayor, recommend
to the City Council the selection and the terms of the
engagement of the outside auditor.

Review with the Mayor and the outside auditor the audited '
financial statements to be included in the City’s

Comprehensive Annual Financiai Report, and provide to

"the Mayor any comments or recommendations it may have,

and review and consider with the outside auditor the

matters required t¢ be discussed by Statement on Auditing

Standards No. 61.

Perform the procedures set forth below in "Pinénciﬁ
Reporting frocedures” with respect tc; the annual financial
stateﬁents to be reported.

Review with the Mayor and the outside auditor the City's
critical accounting policies and practices. |
Recomﬁaend 10 the Council whether, based on the reviews

and discus;ions referred to above, the annual financial

statements should be issued by the City.

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 information to be inciuded in

the Cify’s continuing reports, and discuss them with the

Mayor and, to the extent appropriate, the outside audjtor.
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Perform the procedures set forth below in “Financial
Reporting Procedures™ with respect to the financial

information to be included in the continuing reports.

Financial Reporting Procedures. In connection with the

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

continuirig financial information, the Committee shail:

(A)

B)

©)

Discuss with the outside auditor, to the extent appropriate,
whether all material correcting adjustments identified by

the outside auditor in accordance with generally acceptéd

. accounting principles are reflected in the City’s financial

sfatements.
Review with the outside aunditor all material

communications between the outside auditor and the

_ Mayor, such as any letter or schedule of unadjusted

differences.

Review with the Mayor and ;he outside auditor any
material-ﬁnmcial or other arrangements of the City which
do not appear on the City’s financial statements gnd any
transactions or courses of dealing with third parties that are
significant in size or involve tcrms'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 feporting.
Securities Law Compliance. The Committee shall review and
evaluate the City's compliance with its-obligations under federal
and state securities la_ws with respect tc_a'securities issued by the
Cityvand by the “related entjﬁes,” as defined in San Diego
Municipal Code section 22.1702, and provide to the D_isclosure
Practices Working Group, the Mayor, and the City Council any
cormments or recommenc_lations i may have'.
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. |
Charter. The Comimitiee shall review and reassess at least annually
the.adequacy of this Charter and recommend any proposed
changes to the Council for approvalv, including any changes that
may be 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 Oversi ght Board” and by

repealing sections 26.1701, 26.1702, 26,1703, 26.1704, 26.1705, and 26:1706 mn their entirety.

PAGEI120F 13- ¢ 1961%



002195

(0-2007-122)

Section 4. That Chapter 2, Article 2, Division 41, of the San Diego Munici;-)al Code titled
“Securities Disclosure™, is hereby amended by amending Sections 22.4101 (b)(6), 22.4105 (b),
22,4105 (¢), 22.4106 (a)(3), 22.4109 (b), and 22.4112 by replacing the woi'ds “Financial
Reporting Oversight éoard” with t_he woz;ds “Audit Comumittee”. |

Section 5. That Chapter 2, Article 2, Division 3, of the San Diego Municipal Code, titled
“City Attorhey”, is‘hereby amendéd by amending the fitle of Séction'22.0304 and Sections
22.0304 (a) and 22.0304 (b) by replacing the words “Financial Reporung Oversight Board™ with
tﬁe 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 22.0_708 (b)(5) by replacing the words
“Financial Reporting Oversight Board” with the words “Audit Committee”. |

Sectioﬁ 7. That a full reading of this ordinance is dispensed with prior to passage, since a
mitten‘copy was made available to the City Council gnd the public pridr to the ciay of its

passage.

-+

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

ChJef Deputy Cig Attorney

MDB:jdf

03/28/2007

Or.Dept: Audit Committee
0-2007-122

'APR 2 4 2007 cﬁ%%%r ??%%7¢/f
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Attachment §

STATEMENT OF OPERATING PRINCIPLES
(Originally received by the Audit Committee on February 26, 2007, as revised on April 10, 200 7)

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 intemal 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 aversight over financial matters (the Auditor and Comptroller or his designee with
responsibility over the internal andit function is referred to herein as the “Intemnal Auditor™);

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

Acbordingly, the Mayor hereby sets forth the following operating principles:

1. The Internal Auditor, in the exercise of his interna) andit 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 information consistent with the Audit
Comumittee’s oversight responsibilities with respect to the internal audit function. Such
communication shal] 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 Internai Auditor’s internal audit function shall focus
on financial reportmg, 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, inciuding priorifization 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 consnlt as éppropriate with the City Council or its
designees, such as the Independent Budget Analyst, or the City Attorney.
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3. The Mayor shall direct the Auditor and Comptroller to select as the Intemnal Auditor,
with the participation of the Audit Committee, a person with professional qualifications as an
internal auditor. T

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 Comumnittee to overturn the dismissal

. decision.

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

APPROVED: JERRY SANDERS, Mayor

b
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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 (1)
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

nnr‘ Cnmntrallor onrq Hﬂp Flhf Trpocrn-ar T’\own nofgk]iohnﬂ H'n:- n1on1r\on1—n nre T
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Section 1.3.  Respongibilities 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 1T
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 II1.

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

“F inancing 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 15¢2-12 under the federal Securities Exchange Act of 1934, 17 CFR
240.15¢2-12.

“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 II1
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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Section 4.1.

Preliminary and final official statements, and preliminary and final private
placement offering documents, relating to the City’s securities, together
with any supplements;

the City Financial Statements;

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;

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; '

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;

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

such portions of the City’s published adopted annual budget as the

Disclosure Group determines to be approprnate, which shall at 2 minimum
include the executive summary.

Article IV
Review Process

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 3.1.C.) or whether a
communication is reasonably likely to reach investors or the securities markets (see
Section 3.1.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 ihe Disciosure 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 by 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 Diepo City 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
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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 City 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 City 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 L.

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 Dlsclosure Document and (ii) the expected or requlred
dissemination date of the Disclosure Document.

C. Involvement of Deputy City 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. :

Artinla A%

FRF SR WA DRV

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 a2 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 assoctated
financing.

Section 5.3. Submission of Official Statements to City Manager and City Atiorney.
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 City 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 for 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
Day 0

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

Section 6.2. Timelines for Review of Disclosure Documents other than Official

Contributors submit requested information to Financing Group

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

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

aohra B

disclosure counsel”
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.

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,
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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Scheduled Unscheduled
(measured by (measured from

days before days afier

Disclosure unexpected

Document Disclosure

Act dissemination Document

ction scheduled) revealed)
Disclosure Group notified of the potential Disclosure 60 days ASAP

Document

Disclosure Group makes a determination whether a N/A 2 business

document is a Disclosure Document days

Preparer, Deputy City Attorney for Finance and  50-60 days 4 business
Disclosure, and the City’s outside disclosure counsel days
identify other persons that may have matenal information

or knowledge of any information omitted from such

Disclosure Document

Disclosure Document finalized and transmitted to  25-50 days 4-5 business

Disclosure Group days
Disclosure Group reviews Disclosure Document and all 10 days 5-6 business
related materials, and approves Disclosure Document for days
dissemination '

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 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 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 Comptrolier, 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 15¢2-12;
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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 draﬁs of any such materials.

Article IX
Confidential Submissions

Section 9.1. Deputy City Atftorney 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
Annual 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. '

LABLAKE\DPWG\Disclosure Controls (4th Draft) 9 27 05.doc

Page 14


file://L:/BLAKE/DPWG/Disclosure

[l

™o
-

m Y 0w p

Laam!

\ 4
I,

T2
(3%

Exhibits
List of Related Entities
Related Entity Letter
Request for Information from Contributors
Transmittal by Department Director or Deputy City Manger to Financing Groui)
Underwriter’s/Financial Advisor’s Confidentiality Agreement
Letter from Human Resources Manager
Letter from SDCERS‘ Representative
Letter from City Attorney’s Office Regarding Litigation
Letter from City Auditor and Comptroller
Municipal Finance Disclosure Reference Materials

ALE A1 Qi Loy T n
Uitricial statement by Finain

cing Gioup to Disclosure Group

Transmittal of Official Statement by Disclosure Grdup to City Manager and City
Attorney o

Certifications by City Attorney and City Manager
Certification by City Auditor and Comptroller Regarding Official Statements

Certification by City Auditor and Comptroller Regarding CAFR



02124

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. 1 (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 Cbrpo_ration
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. 0-19320 (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.

O 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].

a 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:

B-1
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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 information 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.

C-1
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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), 1
shall promptly advise the Financing Group.

[Department director/Deputy City Manager]

Attachments
. reviewed disclosure
. source materials

. list of Contnibutors

D-1
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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 [Underwniter/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 information: (i) which 1s, 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; (ii1) 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 information concerning the above categories was
included./I have no comments./My comments are attached. ]

Human Resources Manager

F-1
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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

G-1-
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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

H-1
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Exhibit |
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

I-1



Exhibit J

Municipal Finance Disclosure Reference Materials

Public Finance Criteria, Standard & Poor’s (see www.standardandpoors.com,
click on “Criteria and Definitions” under “Credit Ratings”).

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 Government Finance Officers Association, Dec. 1996

Disclosure Roles of Counsel in State and Local Government Securities Offerings,
American Bar Association, State and Local Government Law, and National

Association of Bond Lawyers, 1995.

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

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

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

J-1
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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 (i11) 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-1
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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]
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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 | 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. 1 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
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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;

j 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
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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.

0O-1
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OFFICE OF MAYOR JERRY SANDERS

CITY OF SAN DIEGO.
MEMORANDUM
DATE H January 22, 2007
To : Council President Peters and hfembers of the San Diego City Council
FrOM : Mayor Jerry Sanders
SUBJECT : Establishment of a Charter Review Committes

In the City’s first year operating inder Charter Article XV: Strong Meyor Trial Form of

Govemance it has become apparent there are & number of arcas where clanification and fnc-
tuning would help achieve the original intent of this reform.

Ir cooperation with the City Attomey's'office we have begun to work through some of thase
issues as they arise, but much more work must be focused on these issues in order to fully
prepare for an effective Jong-term implementation of the Strong Mayor form of governance. I
believe we can 2all agree that when roles and responsibilities are unclear, the business of the
public is not optimally served, and thata fresh review of this Charter szction is a timely
priority. ' g
In addressing these issues, there ars four subject areas or quesiions around which a work plan
for the Committee will be set:
»  What Charter modifications are necessary to irnplement the KIOH recommendations
and other financial reforms?
s What is a-clear definition of the roles and responsibilities of slecied officials and the
separation of powers under strong mayor?
*  What measures may improve the functionality of strong mayor during this trial
period?
*  Whar legislative tightemng would be reguired for efiective pemnanent implementation
of Arficle XV? '

Each of these arsas will be explored by 2 designated subcommittse and addressed
concurrently in the Committee’s work.
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Comnmittee mestings wil! be held twice monthly and will be noficed to the public in keeping
with the Ralph M. Brown Act. Subcommitiess worlking in each topic arza are anticipated to
mest once or twice monthly as is convenient for their membership and in keeping with thair
work load.

I will mnove immediately 10 empans] the Committes in preparation for them to begin their
work on or around March 1™ It is my int=nfion that the Comsmittes 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 1o serve on the Committes from which 1 will selec
one from cach of your submissions. In addition, I'will make a number of appointments to
round put the Committse ensuring a representetive balance. We are ooldng 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 reprasentafive
of our-talented citizenry. :

In addition to the Committee members, three ex-officio members will serve 2s support
resources and advisers to the Committes; one each from the City Attorney, Mayor and the
Independent Budget Analyst.

1 look forward to working with you on these issues so critical to our City’s future and
welcome vour support for this effort.

JS:ACH
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City of San Diego
Disclosure Pracrices Working Group

Disclosure Controls and Procedures

Article I
General

Section 1.1.  Pumpose. These Disclosure Controls and Procedures are designed to (i)
ensure the accuracy of the City of San Diego’s disclosures and the City’s compiiance
(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 Workine Group. Pursuant to Sections 22.4101 and
22.4103 of the Municipal Code, the City Manager, the City Attomney, the City Auditor

-and Comptrolier, and the City Treasurer have established the Disclosure Group.

Section 1.3. ~ Responsibilities of the Disciosure Group. The Disclosure Group shall
have the responsibilities set forth in (i) subsection (b) of Secton 22.4101 of the

' Municipat Code, (ii) Section 22.4107 of the Municipal Code, (iii) subssction (a) of

Section 22.4109 of the Municipal Code, and (iv) such additional respons1b1hncs as are set

forth in these Disclosure Conrrols and Procedures.

‘Section 1.4, Rules and Reculations. The Disclosure Group may establish such Rules
and Regulations as it determines are appropriate to govern the.operation of its mestings

and other procedural matters. In the event of any conflict between the terms of the Rules
and Remlanons 'and the terms of these Disclosure Controls and Procedurss, the terms of

- the Disciosure Controls and Procedures shall govern.

Article IT
Definifions

Section 2.1. Definitions. Capitalized terms vsed in these Disclosure Controls and
Procadurss 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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“Ciry Financial Statements” means, individually or collectively 2s the context
may require, CAFR, the audited financial statements of the Metropolitan Wagiewater
Utility, and the audited financial statements of the Water Utility.

“Consributors” 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 2 Disclosure Docmnﬂ-nt as described in Section 4.3.

“Depury City Atiorney for Finance and Disclosure” means the attorney
designated as such pursuant to Section 22.0302 of the Mummpal Code.

' “Dzscfosure Documenzs means those documcnts defined as such in Article III

“Disclosure Group” means the Dlsclosurc Practicés Workma Group that has been
established in the manner dﬂscnbud In Section 1.2. :

“Financing Group™ means, collectively, those pcrsons identified zs such pursuant
to subsection A. of Section 4.3,

“Municipal Code” means the Sari Disgo Municipal Code, 2s amended from time
to time. '

“NRMSIRs” means the nationaily recognized municipal securities information
repositories approved by the Securities and Exchange Commission to accept the filings
 referenced in Rule 1502 12 under the federal Securities Exchan9:= Act of 19.-»4 17 CFR
240. 15c‘7 12.

“Preparer” means thosé persons defined as such in subsection A. of Section 4.4.

-“Related Entities” means those entities as defined in Section 22.4102 of the
Mummpal Code.. Related Entities include, but are not limited to, those Related Entities as
set Iorth in Exhibit A, as updated from time to time.

“Rules and Regulations™ means th* rules and regulations cstabhsh d by the
Disclosure Group, a5 described in Section 1.4.

Arncle I
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
disclosurs obligations under applicable federal and state securities laws relating to its
securities and (ii) any other disclosure which, purstant 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:

rd
Y
ug
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Section 4.1,

Preliminary and final official statements, and preiiminary and finz! private
placement offering documents, relating o the City’s securines, together
with any supplements;

the City Financial Statements;

any filing made by the City wath the NRMSIRs, whether made pursuant to
2 continuing disclosure agreement o which the City is a pasty or made
voluntarily;

press releases (to the extent that such re jeasss are or could reasonably be
construed to be an intended communication to the financial markets),
rating agency presentations, postings on the investor irformation section
of the City’s webpage, and other commumcatlons reasonab}y likely, in
the determination of the Disclosure Group, to Teach nvestors or the -
sccuntles markets

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

disclosures provided by the City in connection with securitiés issved by

' Related Entfities, together with all. of such documents and materials -

prepared, issued, or distributed In connection with such securifies, to the
extent that the City, the City Council, or Clty ofncers or staff are

_ responsubie for the form or conient of. such documents or materials;

--offcring documents ‘prepared by Related Enutl es if such documents are

subJect to the approval of the C1ty Council; and
such pomons of the City’s pubhshed adopted a:mua] budget zs the.

Disclosure Group determines to be appropnatc thch shall at 2 Minimum
include the executive summary.

Article IV
Review Process

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, mcluamg the determination whether a- document
should be filed voluntarily with the NRMSIRs (see Section 3.1.C)) or whether 2
communication is Teasonably likely to reach investors or the securities markets (se=
Section 3.1.D.). To assist the Disclosure Group in its determination whether 2 particular
document is a Disclosure Document as desctibed in subsection F. of Section 3.1,
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information shall be solicited from the appropnate Related Entity by means of a 1.,tt=-r n
the form attached as Exhibit B.

Section 4.2.  Review of Form and Content of Disclosure Documents. The Disclosurs
Group shal! review the form and content of each Disclosurs Documnnt

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 identdfy for the
Disclosure Group a Financing Group for each financing (the composition of which may
differ for each ﬁnéncino), which shall include the Deputy City Attorney for Finance and
Disclosure (or such other Depinty City Attorney  desigriated to work on the matter by the
Deputy City Attorney for Finance ‘and Disclosure), such manager of Fmancmg Services
as the City Treasurer determines to be the appropriate interface with the bond financing
team (i.e., bond counsel and/or disclosure counse!, underwriter(s), underwriter’s counsel,
financial adwsors and appropriate City staff), the City’s outside disclosure counsel, and
such other members of the Dzsc]osurc Group s the D1sclosure Group detcnmnes to be
appropnat= - ' :

‘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 6f Financing Services working with the Financing Group shall-certify to the
Disclosure Group that, i6 the best of his/her knowledge, these stclosure Controls and
Procedures were followed n such preparatmn :

1. The Fmancmv Group shall be responsible for so]1c1tmg material
information from City départments. The Financing Group shall identify

Contributors who may have information necessary to prepare or whoshould

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
informaton 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 prov:de adequate time

“for such mmv:du_als 1o 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,
ogether 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 requesied to review or draft information in connection with a Dis;]osu.re
Document, including what sections such individuals or departmment prepared or
reviewed. The Deputy City Attorney for Finance and Disclosure shall also be
responsible for collecting. alLLTansmlttaLlctters,»cenmcanons and lists of sources

for incorporation into the minutes maimtained by the Disclosure Group.

Page 4
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4, The Financing Group shall confirm 10 and advise the Disclosure
Group that each section of and zll financial and operating informanon contained
in the Disclosure Document has been reviewsd by an appropriate person, as
evidenced by the writlen material described in 3. 2bove (which shall constitute the
“audit tail” referenced in Section 22.4105(a)(4) of the Municipal Code). Of
particular import is that the “Appendix A” and other information conceming the
City is thoroughly compared for accuracy against the City Financial Statements.
The Financing Group shall review the letters and anv accompanving information
provided pursuant to subsections C. through G. of tmis Section 4.3 and shall
transmit such materials to the Disclosurs Groun, such letters 1o be substantially in
the form set forth in Exhibit D.

3. 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 seleciion a
confidentiality agreement substantially in the form attached as Exhibit E.

C.  Responsibilities of Contributors. A Contributor shall 2ssist in reviewing
and pr“pannc the Disclosure Document using his or her knowledge of the City and by
discussing the Disclosure Document with other members of the depari:m ent in an attempt
to ensure the accuracy of the mformanon and to determme whether any other information
should be discussed or disclosed. uncc a Contributor is notified of Lis or her need o
participate in preparing a Disclosure Document, the Contributor and the Contributor’s
department director shall cooperate with Financing Group and . Disclosure GToup

Teguests.

D. Revigw bv Human Resources Manacer. 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 Resourcﬂs Manager for raview by means
of a letter subsiantially similar to Exhubit C. In particular, the Human Resources

Manager and the Personnel Director shall review any information in the Disciosure:

Document relating to empioyee 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 Docurhent to the Financing Group
after recetving the Disclosure Document, by means of the transmittal letter attached as
Exhibit F. ‘

E. Review by San Diego Citv Emplovees’ Retirement Svystem (SDCERS).
With respeet to those Disclosure Documents described in-subsection A. of Section 3.1
that relate to securities that ars secured directly or indirectly by the City’s genera) fund,
tne Financing Group shall forward the Disciosure Document to the [Retirement
Adminisater, Head of the Investment Division, Head of the Administration Division

2nd Head of the Leral Division} by means of a letter substentially similar to Exhibit' C.

Such individuals shall be requesied to review any information in the Disciosure
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Document relating to pension benefits and other retirement benefits, pension plan funding
and litigation conceming SDCERS. Any comments on the Disclosure Document shall

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

F. Review by Citv Attomev for Litieation. The Deputy City Attorney for
Finance and Disclosure shall trensmit the Disclosure Document to the appropriate
attorneys in the City Attorney’s office who are responsible for identifying any material
curtent, pending or threatened litigation. The respomsible attorneys shall timsly draft
descriptions of any such litigation, and of any material settlements or court orders, for the
Disclosure Document afier receiving the Disclosure Document. The responsible
attorneys shall timety 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 Comdfroller. ' The Financing Group shall
forward the Disclosure Document to the City Auditor and Comptroller by means of a
Jétter substantially similar to Exhibit C. The City Auditor and Comptroller shall
designate one or more employess to assist ths Fmancmo Group' with comparing and
noting any d1scrcpanc1es between the City Financial Statcmcnts and the Disclosure’
Document. The City Auditor” and CornpfrolI=r shall also review the Disclosure
Document in full to identify any material difference in prescntatmn of financial material
from the Financial Statements, any misstaternent or omission in any sections that contain
descriptions of information prepared by or of interest to the City Auditor and

.. Compuroller. Any. comments o1 the Disclosure Document shall timely be sent to the

Financing Group afier receiving the Disclosure Document, by means of the transmittal
letter attached as Exhibit L. :

H Rcferance 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 Stat=mun‘ts 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 otharwise 1dentified as z Disclosure Document in the forward
calendar referenced in Secton 6.3, shall notify the Disclosure Group of such informatdon.
The Disclosure Group shall timely make a determination whether such information is a
Disciosure Document pursuant to Section 4.1. )

B, Notifv Disclosure Group. If it is determined that 2 document is a

Disclosurs Document, the Preparer shall inform the Discjosure Group of the (i) sxpected

Page §
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compietion date of the Disclosure Document and (i) the expected or required
dissemination date of the Disclosure Document.

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

1. identify materia! 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 Ginal and rzady 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 2 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
Disclesurs Document.

-VA-IﬁClB \Y%
Approval Process

‘Section 5.1. Geperal. The Dzsclosu.re Group shall review and approve the form and
- content of zach 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 Disclosurs Group may determine that those Disclosure
" Documents that (i) the City 1s 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 (g.g., rating changes), may
be filed with the NRMSIRs upon the approval of the Czty s outside a1sc]osure 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 D1sc]osur=' Documﬂm is in

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

The Disclosure Group shall critically evaluate the Disclosure Document for
accuracy, an¢ 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 guestions on the Dlsc:losur‘= Document or the zssociated
financing.

Section 5.3. Submission of Official Statements to Citv Manager and Citv Attornev.
The Disclosure Group shall submit any Disclosure Document described in Section 4.3 to
the City Manager and City Aftormnsy when, in its best judgment, (i) the Disclosure
Document is in substantially final form and (i) the Disclosure Group has complied with
thess 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 Ma.nagcr and the Ciry
Attorney shall mest with the Financing Group and the Disclosure Group at 2 mutually
convenient time, and ask questions of the Financing Group, the Disclasure Group, any
Contributor, and any other person who reviewed or drafied any section of the Disclosure
Document. The City Manager or City Attorney may send the stclosurc Document back
to the Financing Group for revisions. Upon satisfaction w;th the Disclosure Document,
th° City Manager and City A.ttorncy shall execute the certifications’ requlrcd by Section
22.4111(2) of the Municipal Code, in the form attachcd as Exhibit M, and provide a copy

to the Disclosure Group ' '

Section 5.4. Citv_Auditor a.nd Cornptrol]cr Ccmﬁcatmn Upon sanslacnon 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
Mumcupal Code, in the form attached as Exhibit N, a:nd prowd° a copy to'the Disclostre
Group. With respect to. each CAFR, the City Auditor and - Comptroller shall execute the
certification required by 22. O?O9(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 Aporoval. 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 Mahbager, 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 dockefed on the adoption'éoenda and not be
approved as a consent itern.  The City Councﬂ shall undertake such réview as they are
advised by the Deputy City Attomey advisor 1o the City Council appointed pursuant to

Section 22.0303 of the Municipal Code and the City's outside disclosure counsel io 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
- Disclosurs Docurnent 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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021%§ Disciesure Group shall crmtically evaluvate the Disciosure Document for
accuracy and sufficiency, and have the opportunity to ask questions of the Preparer or
any other person who reviewsd or drafted any section of the Disciosure Document. The
Disclosure Group may send the Disclosure Docurnent back fo the Preparer for revisions.
The Disclosure Group shall contact the Preparer with any comments or questions on the
Disclosure Documen: or- the associzted financing by no laier than (2) in the case of a
Disclosure Document scheduled on the forward calendar refersnced in Section 6.3., the
tater of (1) five (5) business days afier receiving such Disclosure Document and (ii) the
business day immediately succeeding the next regularly scheduled meseting of the

- Disclosure Group, or (b) in the case of an unscheduled Disclosure Document, as soon as

reasonably practicable.

Article VI
Timelines for Review

Secrion 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.,

gensral obligation, revenue pledge), the purpose for the financing, and other fastors

unique to each bond financing. Accordingly, the following timeline has been developed
to assist the Disciosure Group, each Fina.ncinﬂ Group, and each bond financing team in

3 o G T, (HN, PR SR - o B sy rrae o
develop J.u.v a pond J_Lua.u\..,ulv .sChnicauic, out is J.J.nuu.uud only o prov ldv yery ceneral
5 H J b ‘Y B

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 meests with the bond financing team to understand.
basics of bond financing; injtial draft of Disclosure Document is
prepared

Day 150 Financing Group distributes information to Contributors and

department directors

Dajf 150 Financing Group distributes information to Human Resources
' Manager, SDCERS representative, and City Auditor and
Comptrolier, as may be applicable

Day 130 Depury City Attorney for Finance and Disclosure transmits
Disclosure Document 1o appropriate litigation attorneys in City
Attorney’s Oifice

Days 110-130 Department directors and Contributors discuss Disclosure
Document at deparimental meetines

Page 9
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Day 100
Day 90
Days 60-90
Days 40-60

Days 30-40
Day 30

Day 29
Day 15-29
Day3s

Day 0

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 Attormey

City Manager and City Aftbrney 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 proc:ess
referenced in Section 5.5

-City Councﬂ briefed regardmc Disclosure Document by Dcputy

City Aftorney advisor to the City Council and the City’s outside

disciosure counsel™

City Council approves Dzsclosu.re Documsnt
Prchmmary Official Statamcnt is mailed

Financing Group advises Disclosure Group of (i) any matenial
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 svent, 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.

Secion 6.2. Timelines for Rev'.iew of Disclosure Documeénts other _than Officiel

Statements. The timeline for preparing any particular Disclosure Document will vary
depending on the type of Disclosure Document and whether or not the Disclesure’
Document was on the forward calendar referenced in Section 6.3.
following timeline has been devéloped to assist the Disclosure Group and the Preparer in
developing z schedule, but 1§ intended oniy to provide very general guidance in light of

the unigue characteristics of each Disclosure Document.

Page'lo
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Scheduled Unscheduled

' \! (measured by (measwred from

’ days before days after
Disclosure unexpected
Document Disclosure
) dissemination Document

-+ Action - scheduled) revealed)

Disclosure Group notified of the potential Disclosure 60 days ASAP

Document ' '

Disclosure Group makes a determination whether 2~ N/A 2 business

document is & Disclosure Document : "~ days

Preparer, Dcputy City Attorney for Finance .and  50-60 days . 4business
Disclosure, and the City’s outside disclosure counsel ' days
1dcnnfy other persons that may have material information '

or knowledge of any information omitted from such

Disclosure Document

- Disclosure Document finalized and transmitted to  25-50days.  4-5 business

Disclosure Group : ‘ ' - days
o Disclosure Group reviews Disclosurs Document and 21l © 10 days 5-6 business
- related matertals; and approves Disclosure Document for days
) dissemination

Section 6.3. Forward Calehdar. The Disclosure Group shall develop a forward
calendar that ssts forth, to the best Judcr_mcnt of the D:sclosure Group, 2 comprehensive
listof Disciosure Docum°nts that are subject tothe reviéw 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 ke@ such document current. The: City Treasurer -
shall advise the Disclosure Group of ali 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 agresments described in subsection C. of Section 3.1) that are
expected to be submitted 1o the Disclosure Group for review and approval over the next
twelve months. In addition, the City Treasurer shall advise the Disclosure Grougp, after
soliciting the appropriate information from the Relatsd Entities, of those Disclosure
Documents described in subsections F. or G. of Section 3.1 that are expecied to be
submitted to the Disclosure Group for review and approval over the next twelve months.
The City Auditor and Comptrolier 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 Sechion 3.1, and any ofher Disclosurs Document, are expecied 1o be

o
[15]
ug
o
—
—
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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 2.1 is expected to be

submitted 1o the Disclosurs Group for review and approval over the next twelve months.

Article VII
Training Policy

Section 7.1. FRINiNg Sessions.

A. Employees with responsibility for collecting or analyzmg information that
may be matenial 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 ssssion within three
months of their first day of employment. Such training sessions shall inclede education
on the City’s disclosure obligations under applicable federal and state secu.nnvs laws and
their responsibilities and potential liabilities regarding such obligations, the anonymous
and confidential contact information for the Finmancial Reporting Oversight Board
described in Section 9.2, and the contact information for the Deputy City Attorney for
Finance and D'sclosure Such training sessions may be conducted by videotape.

B. The determination as to whcthe:r‘ or not an _e_r_np]oye; 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 raquire 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 VIIT
Document Retention Policies

Secuon 8.1. Officizl Staternents.

A. Materials retained. The Disclosure Group shall retain in 2 central depository,

- for & peniod 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 follbwing
materials: '

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

2. the “‘deemed final” certification provided by 2 City official to the

underwriter of the securities in accordance with paragraph (b)(1) of Rule 15¢2-12;

Pags 12
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3. the executed copies of the etters, requests, and certifications, the
forms of which are atiached as Exhibits B-K, and M;

4, the information and rslated sources referenced in the materials
described in 3. above,

5. ' the bond purchase agreement; and

8. any written certification or opinions executed by z City official
relating to disclosure matters, delivered at the time of dslivery of the related
securities.

B. Materials not retained. The Disclesure Group shall not retain afier the date of
elivery of the related securities the drafis of a.ny of the matenals 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 othcrw1sc made publicly
available:

1. the final version of the Disclosure Document,
~ S ST S P TERI [NIPLY. JUT- SRR, [
N dll ATALISIIHLL]  ICbel s, FOUUESLS, aud Cenuntauildia Ieiaddlf vo

Information in the Disclosure Document,

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

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

Arncle IX
Confidential Submissions

Section 8.1. Deputv_Citv Attomev for Finance and Disclosure. The City shall
encourage City employees to comtact the Deputy City Attorney for Finance and
Disciosure with any disclesure questions or concerns. To the extent permitied by law,
upon the employee’s request, the Deputy City Attorney for Finance and Dlsclosu:e shali
keep the employee’s identity confidential.

ection 9.2. Financial Reporting Oversight Board (FROB) Contact Information. The
City shall set up a confidential and anonymous system so that City employses 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
Annual Review

Section 10.1. Annual Review. The Disclosure Group shall conduct an annual
evalilation 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.

LABLAKS\DPWS\Drsclosure Controls {4th Draft) 9 27 05.doc

Page 14
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0021 5 ) Exhibits

List of Related Entities

Related Enuty Letier

Request for Information from Contributors

Transmittal by Department Dirsctor 01; Deputy City Manger to Financing Group
ﬁndsmﬁter"s/?inancial Advisor’s Confidentiality Agreement

Letter from Human Resources Manager o

Letter from SDCERS Representative

Letter from City Attomey’s Office Regarding Litigation

Letter from City Auditor and Compﬁ'olier
Municipal Finance Discio_'sure Reference Materials
Transmitta} of Official Statement by Financing Growup 10 Disc]osm'c Group

Transmittal of Official Statement by Disclosure Group 1o City Manager and City
Attorney : ' - '

. Certifications by City Attorney and City Manager
- Certification by City Auditor and Comptrolier Regarding Official Statements

Certification by City Auditor and Comptroller Regarding CAFR
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Related Entities

Assessment District 4030 (Otay Mesa Industrial Park)
Agsessment District 4096 (Piper Rancﬁ Business Park)
City of Saﬂ Diego/MTDB Authority
. cammumw Facilities District No. 1 (Miramar Ranch North)
Community Facilities District No. 2 (Santaluz)
. Community Facilities District No. 3 (Liberty Sltan'on)'
Commuﬁity Facilifies District No. 4 (Black Mountain Ranch VVille.Lgeé)
Convcntion.Csnter Expansion Fina.nﬁing Authority |
- Public Facilities Financing Authority of*he City of San Diego

Reassessment District No. 1999-1 |

Reassessment Distnct _No. 2003-1

Rcdevclopﬁlcnt Ag;ncy of the City of San Diego

San Diego Facilities and Equipment Leasing Corporation
“San Diego Housing Commission | —

. San Diego Open Space Park Distriot No. 1

Exhibit A

F——
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Exhibit B
. Related Entit_y_ Letter

Pursuant ic Ordmance No, 0-19320 (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

(s defined in the Ordinance). Accordingly, in order to' fulfill such responsibility, vou
must subrnit 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 letier because [name of issuer] is a Related Entity. Pleass |
‘advise, by checking the appropriate box below, whether you are in receipt of any

information of the type referenced ip the preceding paragraph.

g We did not request, and did not receive, any informaton from a City employee

that we mmtend to include in the Preliminary Official Statement or other offering
document that is being prepared in connection with the securities being offersd by [name
of Related Entity]. . ‘ :

O We recsived information from [name of City e,mp]oyeé], a cdpy- 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 Relaied Entity]. We

understand and acknowledge that we are not authorized 1o include this information in

such Preliminary Official Statement or any other disclosure document until we receive

written autherization from a representative of the Group to inciude such information

Related Enuty: |

Authorized Officer:

B-1
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Exhibit C
Reqguest for Information from Contributors

The Financing Services Division of the City Treasurer’s Office is requesting information
from [départment or division name] to be included in a detailed disclosure of the City’s
financial and operating data for an jofficial statement] {annual repori] to b issued by the
City in connection with [the sale of bonds or other securnitiesj [federal annual reporting
requirements for municipal securities]. This information will be disseminated publicly 1o
the investing public, including bondholders, rating agencies, financial advisors and other
members of the investtnent community.

Federal securities laws require that the information be compiete, 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 inguiry of the appropriate persons, that it is
accurate, complete and not misleading. Please be certain that the source documentation
is in zil ways reliable and auditable, should any future inguiry 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 information should be included to make the information you are
providing not misleading and as complete and accurate as possible.

P}casc 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 reguest for information, please
contact , at x Thank you for your assistance:

C-1



- Exhibit D
C C 2 l J 9 Transmittal by Department Director
. or Deputy City Manager
to Financing Group

1 am the [Department Dirsctor/Deputy City Manager] responsible for reviewing
the portion of the Disclosure Document that is attached.. This disclosure has bzen
reviewed by me and by each identified Contributor, and was discussed at 2 mesting of the

appartm"nt 11 have also attached _,oplﬂs of any matenals that were a source
for all or 2 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.

[Departcﬁent director/Deputy City Manager]

Attachm;nts

. reviewed disclosure
.. source matenals

« O ligt 61’ Contributors
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Exhibit E
[Underwriter’s/Financial Advisor’s] Confidentiality Agreement

The [Underwriter/Financial Advisor] acknowledges, represents and warrants to
the Ciry that in connection with the preparation for and offzring and sale of the Bonds,
the [Underwnter/Financial Advisor], its agents, employees and counssl 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 [Underwrter/Financial Advisor], its agents, employsss and counse]
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 Prﬂhmmary
Official Statement and Official Statement, and any suppiements 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 Advi'sor] covepants and agrees to protect and’

maintain the confidentiality of such information and to take appropriate steps to assure
that its agents, employess and counsel involved in the offering will not make use of such
information for any purpose other than the offer and sals of the Bonds.

Notwithstanding the. preceding two paragraphs, the [Underwriter/Financial
Advisor] has the right to use or to disclose any information: (1) 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 pubiic through no fault of the [Underwriter/Financial Advisor] and then only after
said later date; (i) 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 connesction Wwith 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 securitiss laws) and therefore must be
disclosed in connection with the offering and sale of the Bonds, provided, that the
[Underwriter/Financial Advisor] shall prov1d° prior writien notice thersof 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 wntten consent to such use if the offering has not

commenced; or (vii) the use of which is consznted 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 wansaction 1s completed or thelr services ars otherwise compleied.

E-i

L
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Exhibit F
Letter from the Human Resources Manager .
- Financing Group:

I bave reviewed the information in the [Official Statement/Offering
Memorandum] that relates to employee relations, collective bargaining, pensions and
benefits, and litigation conceming current or former employees. 1 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
inciaded /I have no comments./My comments are attached.] '

 Human Resources Manager

F-1
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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 lingation concerning SDCERS. Ihave 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 mnformation concerning the above categones was included./I have no
comments./My comments are attached.]

SDCERS Representative

e
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Exhibit H

Letter from City Attorney’s Office Regarding Litigation

Financing Group:

The litigation section of the Disclosure Document has besn reviewed by the
appropriate attorneys, and the attached disclosure reflects al] 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 litiganon threatened, pending or .
commenced against the Ciry sesking to prohibit, restrain or enjoin the issuance, sale or
delivery of the Bonds, or contesting or affecting the vahcnty or enforccab1hty of or the
power of the Issuer to 1ssue, fhe Bonds, (i) any liti gation the potennal exposure for which
is greater than $3, 000,000. In the event of afly material chahge to such information
between the date of this lefter and the scheduled delivery date for the bonds (X date), T
shall 1mmecl1ately adv1se the Financing Group.

Deputy Clty Attorney for Finance and
ipY

H-1
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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], mclucnng particularly the financial disclosures, and I have compared the
financial disclosures in the Disclosure Document 1o the City’s Comprehensive Annual
Financial R= sport. ] have also read and understand the dirsctions that were provided to me
in the letter frorn the Fmancmg 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
1mmvc11ately advise the Financing Group. [I have no commcms /My comiments ars
attached.)

City Auditor and Comptroller

I-1
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Exhibit ]

© Municipal Finance Disclosure Reference Materials

Public Finance Cnteria, Standard & Poor's (see www.standardandpoors.com,
click on “Criteria and Definitions” under “Credit Ratings™).

Ouestions to Ask Befors You Anprove a Bond Issue: A Pocket Guide for Elected
and QOther Public Officials, National League of Cities; Natonal Association of
Counties; National Association of State Auditors, Comptrollers, and Treasurers;
and the Government Finance Officers Association, Dec. 1996

Disclosure Roles of Counssl in State and Iocal Govemnment Securitiss Offcrings,
American Bar Association, State and Local Government Law, and National
Association of Bond Lawyers, 1995,

Recommended_Best Practices in Disclosure, National Federation of Municipal
Analystg, 2004. :

Makine' Good Disclosure: The Role and Responsibilities of State and Local
Officials Under_the Federal Securities Taws, Government Finance Officers
Association, 2001. '

Disclosure Guidelines for State and Local Government Secunities, Govemme=nt
Finance Officers Association, 1991.

J-1
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Zxhnibit K

Transmittal of Official
Staiement by Financing Group
to Disclosure Group

Disclosure Group:

The Financing Group has, with respect to the [Official Statement/Ofiering
Memorandum], (i) performed the responsibilities set forth in subsection B. of Section 4.3
of the Disclosure Conwols and Procedures, (ii) obtained all the approvals and source
documentation described in said Section 4.3, copies of which are attached, and (iil) in our

best judgment, the Disclosure Document is in substanually final form and ready for

review by the Disclosure Group.

Representative of Financing Group

- [list names of members of Financing Group

S *



002167 | | Exhibit L

Transmittal of Official
Statement by Disclosure Group
To City Mapager and City Attorpey

City Manager and City Attorney:

The Disclosure Group has reviewed and approved the [Official
Statement/Offering Memorandum} in accordance with the procedures sat 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 Gr()up has complied.
with the Disclosure Controls and Proccdu:es

Representative of Disclosurs Group

.[1ist names of members of Disclosure Group]

L-]



002168
Exhibit M
Certifications by City Attorney and City Manager

City Council:

I have reviewsd the [description of Official Statement or Offering Memorandum],
and [ have met with and asked guestions 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 2 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 Atiorney
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Certification b}; City Auditor and Comptroller Regarding Official Statements

City Couneil:

I have reviewed the [descripuon of Official Statement or Offering Memorandum]
and compared the City Financial Statements with the Disclosure Daocument. In addition,
I have reviewed the -Disclosure Document mm full to identfy 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. 1 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 chumcnt does not make any untre statement of a matbrial
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 misieading; and

‘3. that the financial statements and other financial information from the City
Financial Statements inciuded in such Disclosure Docurnent, if any, fzirly present in all
material respects the financial condition and results of operatons of the City as of, and
for, the periods presented in the City Financial Statements.

City Auditor and Comptroller

N-1



002170

Exhibit O

Certification by City Anditor and Comptroller Regarding CAFR

City Council:
I her°by certify that, {0 the best of my knowledge, as of the date of the CAFR:

1. the mformatnon contained in the [Fiscal Year] CAFR fairl y pre:s*’nts in all
material respects, the financial condition and results of operations of the Cn:y as of, and
for, f_he periods presented in the CAFR; and '

2. the CAFR doss not make any untrue statement of a material fact or omit to
stats a material fact necessary in order to make the statements made, in the 11_ht of the
circumstances under which they were made, not misieading.

.City Auditor and Comptroller

0O-1
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sdCERS

S ey i VTSRS, Sl 3 PR
San Diego City Emplovees’
Retirement Syetem

DAVID B. WESCOE

Retirement Administratar

January 31, 2007

Jay Goldstone

Chief Financial Officer
The City of San Diego
202 C Street, M.S. 9A

San Diego, CA 92101

RE:  Stats of Kroll Remediation Items Involving SDCERS
Dear Jay:

We are providing vou 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 reportung funcoon within SDCERS. (Pags 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 2 comprehensive methodology to identify, track, and recover
overpayments made 1o deceased pensioners. (Page M-25)

In Janwary 2005, SDCERS’ Benefils Administration Division implemented a
comprehensive review of deceased Member and Bengficiary accounts. This review
includes identifying, tracking and recovering overpayments to deceased Members and
Beneficiaries. In September 2006, SDCERS improved this process by implementing
monthly social security number “death matches.” As a result, outstanding
overpayments have all but been eliminated,

email:dwescoe@sandiego.gov * website: www.sdeers.org

401 B Street » Suite 400 » MS 840 + San Diege, CA 92101 » tel: §18.525.3600 + fax: 610.585.0357
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Jay Goldstone
January 31, 2007
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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 2003, SDCERS contracted with Cheiron for valuation years ending June 30, 2005
through June 30, 2007. While the contract provides for a five-year auiomatic
extension, it may be terminated by SDCERS without cause at any time.

100. SDCERS should require its investment consultants and fund managers w0 annually
complete a Vendor Disclosure Form that calls for disclosure of all information regarding
emuneration 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 regquires 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 outiined in response to item 100 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
setiing forth SDCERS' assessment of the effectiveness of the internal controls; a
statement that based on their knowledge, the CAFR does not contain any untrue
statemnent 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 asssts and activities of
SDCERS for the period presented. (Pages 257 & M-9) )

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

112. To address Board authority and pursue adminisfrative excellence, the controlling
documents should be reviewed and, if necessary, modified to ensire that the Board has

- the-necessary-tools-available-te-effectively and-efficiently-carry-out-itsfiduciary-dutieg-—— —-——
(Page M-25) '

401 B Strest » Suite 400 ¢+ MS5 840 + San Diege, CA 92101 » tel: 618.525.8600 » fax: 619.595.0357
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113.

114.

119.

- 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 Commitice was established in January 2006 1o review

Navzoanr s recommendations, and the Committee issued its final report on November
006 (Attachment 2}

Over the next several months, SDCERS’ Business and Governance Comumnittee,
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 the public pension area.

The conirolling legal documents must make the Board's authority clear related to
investment poficy, actuarial assumptions, system budget and pohcxes retention of ourside
professionals, and administrative rules. (Page M-25)

They do.

The chief accountihg'ofﬁcer of SDCERS should have adequate prior experience .with
investment operations and financial reporting and disclosures. (Pages 238 & M-10)

As discussed in-item 97 above, effective on July 10, 2006, the CFO position was
elevated to report directly to SDCERS’ CEQ. The current CFQ, 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 1o the July 12, 2006
letter. (Attachment 1)

SDCERS should have standing comimittees 10 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. (4ttachiment 3)

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

The Audit Committee’s charter is attached. (Attachment 4) Charters are being drafied

-for-the-other-Board-standing—commitieess— and-their-responsibilities—-are-outlined-in
SDCERS’ Board Rules.

401 B Street » Suite 400 » MS 840 « San Diege, CA 92101 + tel: 619.525.3600 « fax: 610.595.0257
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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 o reigin its own independent counsel in
litteation with the City Attorney of San Diego and prevailed. On November 6, 2006,

SDCERS hired Christopher W. Waddell, formerly the General Counsel of CalSTRS, as
its new General Counsel.

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

Sincere

David B. Wescoe
Encioéures
ce:- Council President Scott Peters

Julie Dubick, Mayor's Office
John Dyver, CPA

401 B Street ¢ Suite 400 » ME 840 « San Diego, CA 92101 » tel: 619.525.3600 « fax: 619.595.0357%
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DAVID B. WESCOE
Retirement Administrator

July 12, 2006

Lynn Tumer - ' ~ VIA DHL
10901 West 120 Avcnuﬂ

Suite 335

Broomfeld, CO 80021

Dear Lynn:
T am wuuug o fCﬂO‘.“-“p tn onr recent fPiP'nhOnP call diQCUSS"lDO Kroll's forthcominﬁ l""DOTt
" (*“Reéport™), which will include several “rcmematlon recommendations concerning SDCERS.

Because SDCERS’ Board has addressed many, if not all, of the iterns that you mentioned, I
wanted to confirm the Board's actions so that they can be reflected in the Report.

- As background, in August 2003, SDCERS’ Board unanimously approved the retention, through
special fiduciary counnsel, of Navigant Consulting Inc. (“Navigant”) io conduct an indepéndent
investigation. Navigant issued its report on January 20, 2006, and a copy is available on
SDCERS’ web site: http://www.sdeers.org/forms newsevents.isp .

Portions of Navigant’s Report focused on SDCERS’ corporate govemance., Afier reviewing
Navigant’s report, the Board voted to modify and improve our governance structure significantly
by: '

s Consolidating the Business and Procedures Commities with the Rules Committee to form a
single, more effective Business andé Governance Commitiee;

» 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
thres independent members will serve as Commitiee Chair, and the SDCERS’ Board
President will serve on the Committee ex-officic. This Commitiee is being reconstituted
now,;

email:dwescoe@sandiego.gov * website: www.sdcers.org

401 B Sireet * Suite 400 » MS 840 ¢ Sap Diegp, CA 92101 « te]: 519.525.3600 » fax; §10.595.02357
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o Hiring a full-ime Internal Auditor staff position that will report directly to the Audit

Committee. This will be the first time.in SDCERS’ history that an mtemal anditor posiuon
* will report directly to a truly independent Audit Committes;

. Créating 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 2 “‘best practices”
approach to corporate governance,

You and I also discussed SDCERS’ Chief Financial Officer (CFO) position. Most racently, this
position was held by Pamick Lane, who reports to Bob Wilson, SDCERS' Assistant
Administrator. Effective July 10", 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
BSin accounting, had a long and distingnished career with the City of San Diego’s Auditor and

bk A

1.2 A om
\.'UITlle'UllGI ucpauuucuu. yL.IUL 10 s ayyumm:uu as Assistant Administrator here on \Juvuuxbm

1, 2005.)

in addition, the Financial Reporiing and Administration division has been expanded to inchide
four accountants, one management analyst and three support staff. The accountants include Sara
Jimenez, who has a BS in Accounting and an MA in Information Systems and is 2 CPA and
Certified Internal' Auditor, with over: 20 vears of accounting and financiai management
experience, and Siella Kuzulgan, 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 admjnistration, and over 20 years of financial and budget administration experience.
The support stzff 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 filied.

This 1s the most experienced and talented financial team in SDCERS' history.
During our conversation, you aiso 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 Sireet » Suite 400 » MS 540 * San Diege, CA 82101 = tel: 619.525.3600 » fax: 618.585.0357
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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 &s 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,

| (%, S

Dawvid.B. Wescoe

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

401 B Street + Suite 400 « ME 840 » San Diego, CA 82101 » iel: 619.525.3800 ¢ fax: 619.595.0357
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Bob Wilson

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

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

1978 - 1081: Audit Division, Internal Auditor

Performed intermal audits in areas including financial statements; departmental
opsrations; efficiency improvement and best pracncas payroll and all payables
and special mvnsnoanons

1981 - 1985: Financial Systems Division, Systems Accountant

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

1985 — 1995: Accounting Division, Accounting Operations Manager

Managed general accounting operations section, respons1ble 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 Dieco Citv Emplovees Retirement Svstem (SDCERS),
November. 2005 — present

Joined SDCERS as Assistant Retirement Administrator, to oversee functions
including financial reporting, information 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 memboers.
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1140 Clouvdwalk Canvon Dr 4 Chuia Vista, CA 91911 e (61%) 482-9862

EXPERIENCE

Managing accountant with 20+ vears of accounting and managsment experience. Hands-op manager with
expertse in accounung, auditing, fiscal management, financial reporting, computer systams, and sysiem
development and tesung. Swong leadership, analytical, and wechnical smlls

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

Retirement Accountant

* @

Prepare moathly financial statements for Retrement Board.
Prepare annval Comprehensive Apnual Financial Report (CAFR) and required supplemental
smiements and schedules.
Prepare annual State Conmolier's Report.
Compute monthly cash request.
Supervise pension payroll staff.
eview and approve peyment requesis,
Responded to requests for pubiic information.
Provide. support to SDCERS management & staff,

Pavmcnt Scrwces DIVlS‘;OD - Accounts Pavable/Suppornt Services Manager

Supervised Accounts Payable (AP) and Support Services sccnons Both szctions rcqm:rcd
continuous support and decision-making, :
Re-organized the AP section. This inclnded the re-cnciﬁccring of processing invoices which has
resuited in invoice being paid quicksr, reduced staff srags. mare discounts earned, and overall
pulied the section 10 work together as a team, instead of jist individuals who were part of a
secton.

Ensured ali vendor pavments were processed accurately and timely, available vendor discounts
were maximized, and customer requests were addressed and followed-up timely.

Review bi-weekly pzyrol for accuracy and completeness,

Coordinated ten interview paneis (within 2 years), recommended snaf'f 10 hire, and instilled
disciplinary action.

Coordinated and partcipated in staff training,

Responded to requests for public information.-

Responded to cutside auditor inguiries regarding AP and cirywide vendor payments.

Andit Division — Internal Audit Manager (highest position held)

N

~

Supervised six imernal auditors responsible for performing internal (dspartmental), compliance,
financial, required {fiscal vear end cash counts and physical inventorizs), special investigations,
and follow-up audits.

Reviewed staff audit programs, sudit work papers, and audit reports w ensure sufficient, relevant

- tesung was performed to verify appropriate controls were in place 10 safeguard assets, verify

findings, and cormpliance with pertinent rules, regulations, and accounting pronouncemsnts.,
Prepared audit programs, planned and performed departunental, financial, and compliance audits,
including Water Udlites Departmen: (now Water and MWWD), Airports, and Waste Disposal
Emterprise Funds. Lead Auditor in the financial statement andit of the Airporis Depariment.
Dunes included developing worksheet applications and szhedules, researching and applving
appropriate accounting standards, analvtical procedures, statistical sampling tasts, documenting
findings, formulating recommendations, and ;sr*’*nanmr audit reports,

—



O (" gs_k;gﬂ@vlsaon — Principal Accountant (highasi position held)

Department project manager rasponsibie for the siceessful testing and implementation of the new
pension/payrall system (MBS). Coordinated the efforts of svsiems programmers, s1aff, end users,
and the Renrement department staff. Responsibilities included d-vﬂlo;mcm of test plans,
conversion gatz testing, and ensuring interfaces with Auditor svstems functioned properly and
wansmitted accurate and complete dats,

Project leader on teams evaluating new City systems and financial system enhancements inciuding
an Equipment Management Systzm (EMS - vehicle and stock inventory managament systam), the
Ciry’s first clieni-server financial system, automaton of annual uniform and ol allowance
pavments 1o mare than 2,000 employees, garnishments payments, and system modifications for
the outsourcing of the City’s 401K and SPSP (pension plan) to American Express. Responsible
for developing t=5t plans, sample 1est data, and reviewing test resulis 1o 2nsure sysiem
modifications function=d as designed. o

Responsible for ensuring proper audit wrails were provided during the conversion of existing data
in legacy system 1o new systems. Analyzed errors detected during production processing 10
determine the reason for the problc.m and roadz appropriate and gmely decisions to correct these
errors. Coordinated programming changes with programmer ana‘:ysts and test=d changes prior to
their implementation. _

Prepared operating procedures and conducted several training sessions including for the following:
FAMIS (fixed asset system), Attachments, Garnishments and Assignments, and Annual Uniform
and Tool Allowance pavments.

Accoupting Division ~ Aceountant IT (highest position held)

Lead Water Utilities accountant responsible for the training of new staff members, preparing the
CAFR and departmental financial statements for the then known as Water and Sewer funds (mow

MWWD), processing of accounting documents, and prepared various 1ypes of account analysis

and reconciliations.

Responsibie for mounitoring assigned CTIP funds. Duties includad evalisting and analyzing the
financial-status of these funds, preparing the related CAFRs, processing accounting documem.s,
preparing spreadsheets supporting the State TransNet/Gas Tax wansfer to the City General fund,
verifying compliance with the TransNet Maintenance of Efforts réquirements,

Coordinatec the updating of the AMRIS Procedure Mamial. Duties included updaring existing
procedurss, developing new procedures, and coordinating review sassions 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 Siate University, May 1985
E.S. Business Adminismation, Accounting

Certified Public Accountant, December 1993

San Diego State University, May 1897
M.S. Business Adminiswradon, Information Svstems

Certified Internal Auditor, May 2002
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N Accountant II
- - 6/26/06
OBJECTIVE: - To provide background on my experience and education to the SDCERS Renrcment
Admimstrator.
EDUCATION:

e ' San Diego State University - B. S. Degree in Business Administradion — Accounting.
s San Diego State University - Quality Business Practices Program professional certification.

SUMMARY OF EXPERIENCE:

City of San Diego - Office of the Citv Auditor and Comptrolier

SDCERS Pension Accountant 10/05-Present

» Perform professional accounting duties, including pension general ledger maintenance,
account/fund reconciliations, data compilation, anaiysm and research,
s Review pension expenditures and fund conditions.
o Perform Pension Gold System functionality testing for pension payroll related processes.
. o Supervise and coordinate the Pension Payroll process, staff assigmnents,md related activities.

Finzncial Systems Accoiintant | | 09/97 ~ 9/00

e Project lead for new information systems and enbancement pro_accts including the eoordination
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.
s Developed system rcqmremcnts established proper audit trails and intemal 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 systemn development teams 10 assess internal controls.

» Reviewed, evaluated, and analyzed operational processss and performed budget and cost analysis

of City departmments; programs and contracts- Prepared reports-with-findings-and-recommendations:
e Participated on cross-functional and multi-jurisdictional teams to ensure fiscal accountability,
efficiency and operational improvements.



STELLA KUZUKIAN

cC218 4 Accountant III

a 6/26/06

R

Citv of San Dieco - Water Department - Manacement Analvst — Special Projects 9/00 - 9/03

Strategic Business Plan Coordinator —Water Policy & Strategic Planning Division 02405 - 9/05
o Developed and implemented the Water Department Strategic Business Plan, including develop,
monitor, and report on department performance measures. Prepared reports as needed.
s Coordinated the annual American Water Works Association Performance Indicator process,
including research and analysis of inter-departmental and inter-agency benchmarking efforts.
e Supported departmental optinuization and process improvement processes.
» Coordinated project cfforts 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
e Managed and provided public involvement activity oversight for a comprehensive, impartial, and
science-based review of recycled water opportunities.
e Responsible for Study cost analysis, expenditure monitoring and reporting, including writing and
monitoring grant applications and awards for the Study.
. e Developed and administered multiple professional services contracts.
-} » Coordinated public involvermnent 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.

o Administered a $1.3 million contract for professional services, which incinded the managing and
monitoring of contract tasks, scope of work, schedules/timelines, costs, confract compliance and
status reports to management. '

+ Conducted preseniations 1o department management, comsmitiees and commissions. Prepared.
reports as needed.

» Coordinated and facilitated the Management Committee and sub-committees’ activities.

Acting Supervising Mapagement 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 monitering,
special projects, administrative and clerical support for a Division with a $70 miflion budget.
» Responsible for budget development, expenditure oversight and reporting for the Administrative
Support Program. B
-~ —Performed and analyzed complex financial projects-and - confidential personnel-assignments-—-——-—~-—
» 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 Committes
FROM: .  Mark Sullivan, Chair, Navigant Reiport Committee

SUBJECT: Navigant Report Commitiee — Final Report

BACKGROUND

On August 30, 2005, the Board of Administration of the San Dlngo City Emp!oyﬂes
Retiremant System (SDCERS) retained Navigant Consulting, Inc. (Navigant) to conduct
an independent investigation into atiegattons of illegal or wrongful acts by previous

_ SDCERS Board members.

Navigant, led by Managmg 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, Lufiman, Reicher & Cohen and was conducted independent of
direction from the SDCERS Board and staff. Navigant was given compiete access to all
documents and individuals relevant to the ingquiry.

The Navigant delivered their report, on-time and under budget, simultaneously to the
Board, SDCERS' staff and the pubiic on January 20, 2008. The Report concluded that

. there had been a breach of fiduciary duty by former SDCERS Board members by

approving the 1286 Manager's Proposal and 2002 Contribution Agreement presanted
by the City of San Diego. Reish Luftman Reicher & Cohen providad legal analysis of .
Navigant's findings and concluded that approval of these agreements aiso violated state
and municipal taw.

The Board accepted the Report, appoinied a special ad-hoc Navigant Report
Committee NRC to evaluate each of the recommendations, and thersafter 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 Suliivan, met for seven months from February to
August 2006 to review the Repori findings, recommendations and maijor issues. in an

effort 10 improve transparancy and foster public pariicipation in the meetings, spzcial

1010
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Business and Governance Commitiee
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
inciuding:

»  Julie Dubick City of San Diego, Mayor's Office

= Michael Aguirre City of San Diego, City Attorney’s Ofiice

=  Betsy Kinsley ~ City of San Diego, City Council President's Office

*  Woo Jin Shim City of San Diego, City Council President’'s Office

» Pennj Takade City of San Diego, Independent Budget Analyst Office
« Judie ltaliano Municipal Employees Association (MEA)

= Edbtehman AFSCME (Local 127)

" Virginia Silverman City of San Diego Retired Employses Assocnatlon

« James Clem Retired Fire and Police Officers’ Association

= LaniLutar San Diego County Taxpayers' Association

Stakeholder representatives were actively included in commitiee discussions on agenda
items and were given the opportunity to make presentations of their own on any noticed
topic. The inclusion of stakeholder represeniatives irrthe review and- expioratlon
process of the myr:ad topics covered by the report and the committee was partlcuiarly

successiui as it brought additional perspeclives and ni:nuuu..cu riowleoge to the often in-
depth discussions.

‘REPORT RECOMMENDATIONS :
Navigant's recommendatlons for lmprovement were grouped into the five following
areas:

1. Govemance and Oversight
. Actuarial Soundness

2

3. Tax Comphance

4. Trammg 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.

—
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N2

N3a

N3b

N4

N5
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HEESIMENDATI:

Revle&l and update Board Rules and

Trustee |landbook annually (Page -

£ Ad(lressed a

RC Mlg

Annua! vevie

piil 06 N

commi}leeq orientation of new Board members, determine need for
speciiie skill training of Board members, and conduct discussions with
oulgolyg Board members on effectiveness of Board (Page 111 of 115)

* .

addressed by the Board President'(BP) and s B&G Commitlee as
folfows: to conduct aniual self-assessment of Board members (B8G);
Board,effectiveness [{B&G); assignment of Beard mermbers Lo '
coimmittees (BP); orlentatlcn of new Board members (B&G); delernine
specific skill hainlng of Board neitibeis (B&G), and conduct discussions
with nulgoing Board membérs on elfecliveness of Board (B&G).

110 011 115) |General Counsel.
1
It is alst important for the Board te understand when Board members General Counset and/or Compliance Officer to prepare recusal policy for Dec '06
should recuse themsetves from matters where a Board member's Board adoplion that details the circiumstances under which a Board
constituency or the Board member individually, might be alfected by | 4 |Member should recuse themselves from voting, but not inciding
actions of the Board (Page 110 of 115) mallers that affect the Board Members constituency which is why Lhey
: were appuinted to the Board to represent the interests of their
. . |constituency.
Legal towunsel should assist n the detenmination of conflicts and : Addressed by Board adoption of recusal policy in N2a Dec 'U6
development of protocol for recommendation 2a. (Page 110 of 115) *
Board imembers and Executlve staff should set an "Ethical Tone at the _ Addrassed by Board adoption of Code of Conduct in N3b Dec 06
Top” (Page 110 of 115} * :
Adopt ia "common English” statement of ethical standards and Created Compliance Officer position (4/06), General Counsel to present Dec '06
comnbnicate it to the organization frequently. (Page 110 of 1415) % |Board Rules [1.10 & 1.20] to B&G Committee, then prepare a conmmon
English Code of Conduct for the Board's consideration.
Re-evaluale Board committee structure to include: Redeslgn of commrllees ADOPTED by the Board April 21, 2006. Beoaird Completed
T aduptgd amendmenis to Board Rule [3.00], with corrections. Stalf
+ Strateygic Planning -[added corrections and released final rules (Sep’06}.
+ Funding of the pension plan to be based on sound actuarial pnnuples
¢+ Investiment of pension funds
+ Distribution of pension funds in accordance with contraciual
agleelteuts
+ AsseSsment of performance of Administrator and approval of
execullve compensation
¢ Assessment of perfortnance of other functions and execulive staff
+ Finajcial reporling, internal controls, and external audit
(Page §11 of 115)
Create|l Governance Committee / Lo conduct annual self-assessiment. of B&G Conunittee was created and ils jurisdiclion established in Board Ongoing
Board fnernbers, Board efl’ectlveness, assignment of Board members Lo} Rule [3.02]. The implementation of this recommendation should be

Establith protocol for the" Boord, andlor commitlees ‘to recelve direct”
reporks

from execulive stalf (Page 111 6f 115) w N

This recornrnendaliun r!ﬂntnd pllmarlly to the actions surroundlnq the

. adnptlon of MP]. a prolncul Tor; Exidautive Slhff repultlng to the Board

was incorporated in the implementation of the néw Coinmittees.

Comipleled

3of 10




NT

N10

N11

N13

N14

N17a

N7l

R5a

R5h

elfectiveness of the Board In its working relatlonships within the Board
and as it relates to-others externally {Page 112 of 115} .

plan [commitiee charter];, whether this quality control Lask Is aiready
included in its:responsibilities or should be added to their chartes.

-eqabllsl an open hwltatlon and responsiblility to executive staif to [ anter the'Navigant report;was compleled" i !nwta[lon was extended to| - Cumpleled
bring any concerns they have directly to the Beard (Page 111 of 115)° Exec staff by Board President.’ The Board has requested S 16 make
: ' . regular; update regorts in the{r monthiy meetings and to diaft
. whlslleblnwer provisions In the Cude ‘of Conduct.
Board sljould assess a need for a "facilitator” Lo evaluale the The Board's Exceutive Commitied should consider as part of Uheir work Ongoing

8813'~“!er=

C‘.lrengtlren process for issues management and resolution to ensure

Identification, discussion, analysis and resolulion of Issues in a manier
that is a) transparent, b)clearly docuinented and c) legal (Page 112 of
115) '

Crealion of new Board Commiltees implements the first component of
this recommendation. - The second part Is the development of a Board

_|deciston-making process which includes the creation of the monthly

milestone report which tracks all Board requests and stafl action on
those requests.

Completed

General]Counsel or Compliance Officer should establish a document

employees and hiring executive staff without prior City employment:

115}

(Admlmstrator Asst Administrator, General Counsel, C1Q) (Page 114 of )

of San-Diego, new Admministator hired from private sector. General
Counsel search was also a nalicnwide search. New General Counsel

was hired from putside of San Diego.

Resolulipn passed re:Retention of Member Files 10-18-02, Resolution Ongoing
retentioh policy to be adopted by the Board and reviewed perlodlcally . |passed ra: Retention of Disability Files 10-18-02, EDMS project
(Page 133 of 115) 1, requires establishment of docurment retention policies for all

documernts. General Counsel In conjunction with stalf will prepare a

documerit retention policy for the Board's consideration {past ol GC

. work plan 2006-2007).
Designate a member of executive staff, perhaps General Counsel, as Amemmammmmmwaammwnnmewmwmmommr Completed
Cornplignes Ollicer 1o assess and report to Board compliance with | reporting to the Board through the B&G Committee. Board Rule
critical policies and procedures (Page' 113 of 115) ’ adopted, also reserves the right to Have the Compliance Officer be a
T ' 5eparate pos!tion from the' General Counsel:

Board s,wufd consider becorning more involved In hiring of future Board directed EFL to expand search for Adininistrator outside of City Completed

Board should conslder a succession plan for €10 position currently held
by empfoyee participating in DROP progran: (Page 114 of 115)

Recomimendation accepted by Adininistrator, plan in progress.

Completed

The Bogrd should require that the SDCERS general counsel report-
directiy|to the Board rather than'to the Relirement Adininistrator.
(Page 126 of 127)

The:General Counsel has an ethical obligallon as a Ilcensed
prolesslonal under the Stale Bar, to the Boald as the highast level of
authority, mlhln lhen‘ dient entlty, in this case the System, Therefore
the Board lelt it wis appropﬂate for organizational elfectiveness for the
Genera| Cuunsel to report Lo the Adininistrator.

Completed

The Bogrd should conduct formaLannual reviews of the Retlrement -
Administrator and Gerieral Counsei and; annually set lheir (A
cmnper!usatlon {Page 126 of 127) =

Approvt—:d at-April 06 NRC and Board Mtgs, Board Rule [3.03] was

) changecl to reflect thls new responslbi[lty of the Board

Completed

4_ of 10
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Assessment of Other Issues.

To the exlent legal conduslons were not

expressed In the Report arising out of Tacls developed by Navigant

Const
any, s

Iting In its investigation, the Board should conslder what steps, If
hould be taken with respect therelo. (Page 127 of 127)

'Devetop a 1easonab|e definition of !\ctuarlal Soundness and an

Buard will conduct uell’-assessment as part of lhe Implemenlatlon of
recommendation #N5 and engage outside experts when dealing wnlh
complex issves as identilied fn recommendation #N12.

There'is no thdustry-standard or requlrement for. defining lhe toncept
of Actuarial Soundness. SDCERS' actuary and fiduciary counsel have

Cumpleled -

Ve i) ]
OO YU~ T

approach for periodic assessment of delinition as it applies to SDCERS
(Page 113 of 115) * |opined that the Board should pursue a formal funding policy (elements

to ensure actuarial sauntdrigss} once it concludes #ts Actuarial Funding

Study. :
Consiler treatment of Disability benelit payments In connection with The SUCERS Buard voted to suspend the practice {May'05] and te Campleted
Corbett setliement to include: should disability payments be npacted question of extending the benefit was referred to the Mayor and the
by Corbett (Page 114 of 115) City Council (date of letter)
Should current practice of adding 10% te allered (are munl code The SDCERS Board voled to suspend the practice [May'06} and the Completed
chandges necessary?) (Page 114 of 115) question of extending the benefit was referred to the Mayor and the

City Council (date of leller)
mave Hisability benefits been overpaid; if so do they need to be The SUCERS Board voted [May'06) 110t to pursue averpayment of Completed
recoviered (Page 114 of 115) disability benelits.
Whatjadditional actions should be-taken on the subject? (Page 114 of The SDCERS Board voted to suspend the practice [May'06] and the Completed |
115) . ' question of extending the benelit was referied to the Mayur and the

City Councit (date of {etterj ‘
Consifler eliminating use of "reserves” to fund benelits or _|City Attorney to Bralt Anendinent to Muni Code [24.1502], per City Completed
emplgyer/employee contributions (Page 114 of 115) Council request. Navigant Committee reviewed the use of reserves at

fts May'06 meeting and the SDCERS actvary has Iincluded this issue in

!.'I}eir Actuarial Funding Study.
Consiter additional areas for internat audit testing (Page 115 of 115} The FY 07 Budget included new internal audit position that reports to Ongoling

- * Audit Committee. When hired, Internal Auditor, at the direction of the

Audit Committee, will perform financial and operational audits, e.g.
hmalth care adminisiration, processing of DROP applications.

The S
conju
requil

CERS actuary should provide a written Report each year in
whion with Its actparial valuation which discusses the actuaiial
ements under each of the Constitution, State and Municipal law

and reports whelher each of those laws has been complied with for the
precetling year. (Page 124 0f 127)

|The Actuarial Repot adopted by the SDCERS Board [May'06], included

8 recommendations, which make.vp.the Actuarial Funding Study for
2006, The Actuary will be returning to the Board in September, October
and November with specific le(:ommendatlons on each area of further

study.

Completed

50f 10
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This Re
contritn

Retirement System.

oort 5I1ou|d also plovlde for prD_]ECtEd assels, llabihties and
tions based on the assumptions then being used by the
{Page 124 of 127)

L]

The Aclu arial Report adopted by lhe SDCERS Board [May' UE] |ncluded
8 recomraendations; which make up the Actuarial Funding Study for

2006. The Actuary will be returning to the Board in Septeimber, October
_{and Novémber with speciiic recommendations on each area of further

study.

of 127}

The Butrd rules should be amended to require that the actuary deliver
this Report and comment on his conclusions in open session., (Page 125

and that on a date certain.

The Report should Include any benefit lncrpases which have been Recommendatlon accepled by SDCERS Actuary and added as a Board Completed
granted and become effective duting the five year period. (Page 125 of Rule and resolution, Juiy'06.
127) i
A copy bf that Report should concurrently be delivered to the Mayor Report delivered to the Mayor and the City. Council [May 06] and it was Compleled
and the Clty Council and posted on'the SDCERS webstte for public also posted on the SDCERS websile. The same process will be used
awareness. (Page 124 of 127). annuallv therealter.

‘ Board Rule adopted to require that the repart be made in open session Completed

The bill
Page 1 I

The Board should render a formal billing to the City for that amount.

should be presented no later than January 31 of each year,
50l 127) )

Board Rule adopled to require that the 1eport be made in open session
and Lhat on a date cestain,

Completed

Wwe bell

benelils.

eve it 1s essential for SOCERS to continue to pursue its

declaratory relief action against the City related to the propriety of

(Page 1?6 of 127)

' Court suppoited SDCERS legal posilion.

Completed

actuary
and ifi
amortiz

We recemmend Lhat the Board analyze, with the assistance of its

and Independent counsel, the best way Lo recoup that shortfall,
is periitted to be amortized, the period over which such
ation be permitted. (Page 126 of 127)

Cross Complatnt Flled in Dec Retief.re: right to recoup % if MP1 & Il are
repealad.

Completed

correct

autono

Board rnembers and Executwa Starf should creale a culture of

To the extent that correction of the failures requires the payment of a

on amount lrom the City, the Board should Initlate discussions

with the City for the payment of those amounts. (Page 127 of 127)

ny from the City of San Diego (Page 110 of 115)

. Discussed at NRC Mtg and Board Mtg June/luly 2006, Board will send
bill after Minal dete__rmlnatl_on Is issued by IRS,

(G should Trichide- i its woik plan‘lor 2007:a comprehensiva review
of structural changes that can create real autonomy from the City, e.q.
civil service, payrolt, similar to the independence established with it

General Coun_sel..

Completed

6of 10
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R3a

R3b

RG

R3¢

R4a

R4b

RBbL

NB

1he Buard recommerid to the Mayor and the Clty Councll that the
Mumqupal Code, or il necessary, the Charter, be amended to provide
that a Board Member imay not resign until a qualified successor has
been selected and ayreed L serve. (Page 125 of 127)

by PRy
Nene. Sihce np legislalive body €an compe! a Board member lo stay on
the Board, this recommendation canoot be implemented. However, the
Board could advise the Mayor and the City Council that a vacant seat
on the SDCERS Boa:d be filled by the City within 60 days of the
resignation that created the vacancy. This alternative will be inciuded
In the NRC Mpnal Report to the Board.

The Bua:d reconnunend tat the Municipal Code, or if necessary, the |
Charler be amended to create a comimission to identify and
recommend qualified Board candidates to the Mayor to ensure that
only qualified and independent individuals serve on the Board. (Page
125 olr 127)

None. Given the response te R3a, this recommendation woeuld be
unduly butdensoine and bureaucratic.

Completed

We recommend that SBCERS continue te have the General Counsel
positipn filled by its employee. (Page 126 of 127)

Couit decision on this issue.

Completed

into a‘l arrangement under the Y. S. Bankruptcy Code; and if that is
deemed likely, determine what steps to protect the Retirement system
and its Members. (l’age 126 of 127) . .

Board shuuld engage an expert lo perfurm a review of UIB Board
orlenlglion process for new Board members to'ensure elfeclive
orientation and general training (Paye 112 of 115)

Therefore, the Board should recommend to the Clty that it amend the The Board will review this recommendation with the Mayor and the Cily 2007
Municipal Code, or If necessary, the Charter, to comply with the Couneil.
expreks intent of Prop. 162 as stated in the following “finding”: “The
integr'jty of our public pension systems demands that safeguards be
institqted to prevenl political 'packing’ of retirement boards, and *
encroaclunent upon the sole and exclusive liduclary powers or
infringernent upon the actuarial dulies of Lhose retirement boards.”
(PageTlZS of 127)
The Bbard Rules should provide that the Board may not be invoived in ‘[Board Rule {1.20} should be revised to include this prohibition, or Dec U6
the s =tling of beneflits or engage in any discussions that condition the ¥+ alternatively, Rule [1.43] could be amended and either of these
amuullt of Tunding on the setting of benelits. (Page 125 .of 127) ' chinges would need to be adepted by the Board.
The Bbard should also recommmend to the City Council that it amend . Thea City Charter |Section 143] created a p1ohibition on the Board Dec '06
the Municipal Code (or perhaps.send to the voters a propusal to amend adopting any action to delay funding which removes the incentive for
the City Charler) to preclude the City from linking benefit increases to | 4 [Wnking benelt Increases.to actions of the Board. This recommendation
actions by the Board. (Page 126 of 127) " |is afso covered under adoption of an amendiment to Board Rule [1.20]
under recornmendation R4a.
In addition, the Board should analyze the likelihood of the City entering Explored at March B NRC meeting; no fuither aclion was laken. Compteted

: Addressed at Aprll 06 NRC Mig, Bld Orienlallon and halning session
" Jare being developed and will be managed by the new Buaid

Commillee, B&G.

Cmupleled

Follp
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N12

R1

R9a

|Board, wlth aide of legal counsel, should obtaln the counsel of outside

NAVIG?NT REPORT RECOMMENDATION PROGRESS REPORY

Lo deve op E; trainmg co'rrlculum fo"r Board members wm..] respect- to
general and specific skiil§ nécessary for asslgnments to conimiltegs .
(Page 1[12 of 115)

‘Istalf is. reviewlng consultant}trainer Io seven sc{ed d;scnpllnes
i |oneet ralning dlsdpllnes are’ establtshed Board: members will be;

scheduled ror lrainlng sesslons Board Secretary will be lasked with
lracking the trainings.

EXDEI[‘:JWHEI] dealing with complex issues; Board should satisly itself
as to expert's objectivily & independence, proper: basis for conclusions
anatlysig, thorough discussion and questioning of expel ts conclusions.
Page lJ]3 of 115)

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

Completed

Formal :-iduclary Training lTor Board Members (Pagé 124 of 127)

We recaimmiend that SDCERS lile an applicalion with the IRS under the
lemedlii correction program to negotiate and make retroactive
correction of these failures. (Page 127 of 127}

-

The Board's, Fiduciary Counset has developed an oulline of the
elernents required for the Board's fiduciary tralning. Stalf is reviewing
possible training consultants.

: VCP avpllcalfon with 1IRS |5 complete:’ Corrective aclion at SDCERS has

been taKeii on the eliminate violations, Board is awaiting approval
from the IRS.

Ongoing

Compieled ]

Proposed {or Further Commiltes or Board Aclion

8of 10
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Business and Governance Commmeﬂ : _ \
November 3, 2006
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RESULTS _

Upon complation of tha NRC meetings, 40 of the 47 recommeandations outlined in the
Report had been addressed by the Board or SDCERS staff including: establishing a
new committee structure including 2 Business and Governance commitiee and an Audit
Committee comprised of two Board members and three outside, independent members.
An internal audit position was budgeted that reports direcily to the Audit Committee, and
a Chief Compliance Officer position that reports directly to the Board through the
Business and Governance commitiee. The vacant Administraior and Genaral Counse! -
positions were filied by independent, outside professionals, following two exiensive

" executive searches (David Wescoe and Christopher Waddell, respectivaly),

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

CONCLUSION
The events involving SDCERS and the San Diego City Council which cuiminated with
the engagement of Navigant and Reish, Luftman, Reicher and Cohen, began more than

5 devads ag Since ‘henr rn:;n\J.r grnnpq and IhH!\IIf‘iHﬁl: have prnﬁarad nvnlahnhnnc

and allegations as to the origin of the situation, culpability of professionals mvolved in
the decision making process, the severity of the current funding levels, and SDCERS’ -
ability to pay benefits. The current Board of Adminisiration undertook the investigation
and review of past plan oversight and management practices in order to identify arsas
of operafion in need of improvement and creaie a road map for poiicy reform.

To date, the Board has carefully considered the Report’s recommendations and has
adopted the majority of propcsed changes. It has reviewed and discussed the
recommendations in public and with the participation of Pian stakeholders at all times.
impiementing these changes wili 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, ultlmataiy 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 fo 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 aiso touched off 2 cultural shift
within SDCERS -of increzased personal responsibility, open communications and
consideration of all actions against a strengthened ethical siandard.

Bofw
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Business and Govarnance Committee
Novamber 3, 2008

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

By: ' By:
- Mark Sullivan : _ - Tom Hebrank
Commitiee Chair '

By: -

By: -
Wayne Kennedy Richard Kipperman

0

By:

Peter £. Preovolos
President

William Shefﬂef

10 0f 10



002195

other employee appointed by the Board under the provisions of Articls VI of the City
Charter, may be appointed and may serve as secretary to the Board.

Rule 2.11

Adopted July 22, 1094

Duties of the Secretary

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

(a)

(b)
(c)

(e)
()
(9)

Rule 3.00

(2)

prepare the agenda for all mestings of the Board and its committees, as
set by the Prasident and Retirement Administrator;

assure that minutes are taken of all Board and commitiee meetings;
issue communications, sign requisitions and rsports;

arrange for and conduct any Retirement System elections required under

~ the Charter or Municipal Code;

schedule an annual budget for review by the Board; and,
parform such other duties as directed by the Board.

The duties of Secretary may be combined with those of fhe Retirement
Administraior. '

Amended July 22, 1964

Division 3 - Committees
Establishment of Committees
The folloﬁving committees are estabiished:

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

(2). Business and Govemance Commities; which consists of at isast
three Board members, and may also inclugde other Board members;

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

10
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(d)

(c)

Audit Committee, which consists of two Board mambers, and three
independent members who sarve at the pleasure of the Board and
must have a minimum of 15 years of accounting, banking or
financial management expenence; and

(5)  Disability Committee, which consists of five Board Members.
The Board may establish additional advisory committees to assist with
conducting SDCERS business. When an advisory commitiee is created,
the Board must state for the record the commities's: (1) purpose, (2)
composition, (3) scope of duties, and (4) duration.

The Board, the President or any committee of the Board may estabiish z

- subcommittes to assist with conducting SDCERS business. Whan a

subcommittee is created, the Board, President or committes chairpearson

" must state for the record the subcommittee's: (1) purpose, (2) composiiion

@
Rute 3.01
(a)
- (b}

(c)
(d)

(e)

(f)
(@)

(3} scope of duﬁes and (4) duration.

No more than six Board Membnrs lnctudmg the President, may be
assigned to any committee or subcommittee of the Board.

Amended June_ 16, 2008

The Investment Committee

The Investment Committee meets monthly, or at other times 2s neadad to:'

.develop the 'in\kestiﬁen‘[ guideiinos for adoption by the Board;

moniior mvestment transactions for- comphance with the investment
guideiines;

monitor investment performance and market conditions;

recommend naeded changes to the investment guidelines, as prudaently
dictated by changing conditions in the financial marketplace;

interview and recommend investment managers and consultanis to carry
out the Board's investment policies; and,

develop proxy volting guidelines, for adoption by the Board:;

review legislative issues and stafi recommendations for changes or
updates to the proxy voting guidzslines;

11
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' 002&? ensurs that the proxy voting agent's votes comply with the proxy voting

(i)

guideiines; and,
parform othar duties as directed by the Board.

Amended Juns 18, 2006

Rule 3.02 The Business and GOVernance‘Coimmittee

The Business and Governance Committee meets monthly, or at other fimss as needed

to:

(a)

(b)

(c)

(d)

Ruies 3.03

review the Retirement System’s business and procedures and
recommend needed changes;

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

develop Astrategic planning and performance plans for the Retirement
System, for adoption by the Board, and raview and L?pdate these plans;

review actuarial valuation reports and make recommendations io the

. Board;

raview and approve the annual budget; -

- Gevelop Board Rules, for adoption by the Board;

recommend needed changes {0 the Board Rules;

evaluate candidates’ qualifications for independent non-Board members of
Audit Commities; . ‘ ‘

facilitate training programs for new Board membars; and
perform other duties as directed by the Board.
Amended Juns 18, 2006

The Executive Committee

The Execuiive Commiitee meets monthly or at other times' as needad to:

(@)

“feview the Board agendasg; T

12
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(b)

(c)

Rule 3.04

develop the performance review plan for the Administrator and General
Counsel, for adoption by the Board: -

evaluate and review the Administrator's and General Counsal's
performance and compensation consistent with their respective
performance review plans;
assist the Board President-as needed; and
perform other duties as directed by the Board.

Amended June 16, 2008 |

The Audit Committee

The Audit Commitiee meats monthly, or at other times as needed to:-

(a)
(b)
(c)
- (d)
(e)

(f)

Ruile 3.05

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

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

recommend the issuance and timing of Requests for Proposals for
selecting outside auditors, review Requests for Proposa!s and oversee the
selection process;

ensure the 'adequacy of internal controls;

direct investigations, as.appropriété; and

perform other duties as directed by the éoard. '

_ Amended June 15, 2006
Disability Committee

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

(a)

(b)

hear Staff recommendations and, when refuted, appiicant resbons'es in
cases where the appiication for disability retirement has not been heard by
an Adjudicator, and to make recommendations to the full Board;

recommeénd to the full Board final decisions on adjudicator findings with
regard to disability retirement applications;

©)
(@)

recommend needed changes io the disability retiremant process; and

peﬁorm other duties as directed by the Board.

- Amanded June 16, 2006

"o
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San Diego City Employees’ Retirement S)fst'e'm

Audit Committee Charter

PURPOSE

The purpose of the Audit Committee (the “Committee™) is 10 assist the Board of Administration
(the “Board™) in fulfilling its oversight responsibilities for the financial reporting process, the
system of internal control, the audit process, and the System's process for monitoring compha.nc=
with laws and regulations and internal financial pohicies and procedures.

AUTHORITY

Primary responsibility for SDCERS’ financial reporting, accounting systems, and intemal
controls is vested in the Chief Executive Officer and Chief Financial Officer and is oversesn by
the Board. The external auditors are accountable to the Commitiee and to the Board.

The Commitiee shall have unrestricted access 10 SDTERS’ personncl, books, records and
facilities. The external auditors and the mternal auditor shal] report directly to the Committee.

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

44

» Resolving disagreements bstween management and the extemal auditor regarding
financial reporting.

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

e 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 intemnal accountants and auditors, and others to advise the
committes or assist in the conduct of any review. The Commiitee shall not retain any
other professional or firm without the approval of the Board.

e Sesking any information it requires from employess—-all of whom are directed to
cooperate with the Commitiee's requests—or external parties.

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

Page 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 Commitiee members shall not be entitled to vote
on Committee items. The Commirttee shall appoint a chair from the independent, non-Board
members. Each Committes member shall be both independent and knowledgeable in financial
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. All Committee members are
expected 10 attend each meeung, and the Commitiee will invite members of management,
auditors or others to atiend 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 thelr necessary expenses
incurred in performance of thelr 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 betwesn the auditors and the System, inciuding any
non-audit services, and discussing the relationships with representatives of the external
auditing firm. '

s Review the planning and results of the external audit including:
»  Appointing the external auditor and signing off on the auditors engagement letter;

e 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 jetier together with management’s response;

» Assessing the auditor’'s objectivity, accountability, effectiveness, and past

performance;

s  Assessing the working relationship with management;

Page 2 of 4
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eting privately with the auditors to discuss pertinent matiers, including the quality
of personn:l and, if necessary, terminating the relationship with the external
auditors;

. sviaw with management and the extermal auditors all matters required to de
communicated to the committes undar generally accepted auditng 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 anditor the audit plan, activities, stafiing,
resources, budget, reporting relationship, and organizational structure of the internal audit
functon.

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

Revisw internal audit findings and determine that they are being property followed up.

Financial Statements

Review the financial section of the Comprehensive Annual Financial Report (CAFR)
including the annua! financial statements, other financial information, and the

‘management discussion and analysis (MD&A) and recommend their approval to the

Board. This approval should be granted only after dxscussma the following topics with
management, external auditors, and actuaries:

» . The selection of and/or changes in accounting policies,

e  The quality of accounting principles,

¢  Major accounting judgments including complex or unusual transactions,
»  Recent professional and regulatory pronouncements, and

»  Accruals, actuarial assumptions, valuations and estimaies.

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

The Committes 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 reporung. The Committee will also review any comments
submitied by the GFOA Special Review Committee members who review the CAFR for

compliance with GFOA’s Guidelines for the Preparation of a Comprehcnswe Annual
Financial Report.



g Z. FROM (ORIGINATING DEPARTMENT}: i T GATE:
Councﬂ Presi Mayor Sanders , February 21, 2006
4. SUBJECT:
" all Remediation Status Report Number 4 and Related Action
!IARY CONTACT (NAME, PHONE & MAIL 5TA) E. SECONDARY CONTACT (NAME, PHONE & MAIL STA) 1. CHECK BOX IF REPORYT TO
Jay Goldstone / 236-3941 John Dyer / 533-3978 COVNCIL IS ATTRCHED

E.COMPLETE FOR ACCOUNTING PURPOSES

F”ND l 5 ADDITIONAL INFORMATION / ESTIMATED COST;

OEPT.

ORGANIZATION

OVBJECT ACCOUNT

JOB ORDER
C..P. NUMBER
" | AMDUNT .
_ 10. ROUTING AND APPROVALS
ROUTE APPROVING DATE '} ROUTE APPROVING DATE
) AUTHORITY APFROVN..SIGNATURE . SIGNEP *) AUTHORMTY _,. APPROVAL SIGNATURE SIGNED
ORISINATING ) 7
1 |oepaRTMENT r ok L'ﬁgw‘-""--——— ;Li-ll!G‘? B % 2/3-3‘/'9 7
p § / ) !
5 ' 10
4 R 7 ’ . 11
5. DOCKET CODRD: COUNGIL LIAISON:
6 J COUNGIL b
lr , _ . RS O seoe 0 consent I apomow ,
) ~d ey o0
| P | N ] merer 1o counciL oute:_ 5o/ &
"YREPARATION OF: X RESOLUTION(S) X ORDINANCE(S) [T AGREEMENT(S) [ DEEDS)

“Please docket the following for discussion at an upcoming City Council meeting:
1. fourth informational update report on the Kroll remediation, and

+a-2. directing-the City- Attorney-io- preparean@rdmano&amendm g-the Mummpa! -Codel consistent- with-the
following changes:
e The Chief F inancial Officer will serve as the chair of the revised DPWG.

e 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). Qutside disclosure counssl serves as an ex-officio member.

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

» The DPWG to meet periodically (on an as needed basis) with the City’s Audit Committee

1A STAFF RéCOMMENDATIONSZ
1. Docket the requested items for discussion
2. Approve the recommended action
12: SPECIAL CONDITIONS:
COUNCIL DISTRICT(S): ALL
COMMUNITY AREA(S):
‘ _ENVIRONMENTAL IMPACT:
1 HOUSING IMPACT:

{
, DTHER ISSUES:

' San Diego Municipal Code, Chapter 2: Government, Article 2, Administrative Code, Division 41:

Securities Disclosure
CM-1472 MEWORDZ00% (RE
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Prelude

The purpose of the manual is 1o assist Department Direciors or their designee,
Agencies, and anyone involved in the Employee Hotline or citizen complaint
investigations to ensure they understand their responsibilities. 1t is also intended
to provide consistency among all parties involved in the management and
conduci of Employee Hotline or citizen complaini inveéjigd11'ons.

e

Office of Ethics and Integrity
(619) 236- 7072
deputychiefethicsintegrity@sandiego.gov



mailto:deputychiefethicsin1egrity@sandiego.gov
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L.

Overview of the Employee Hotline and Complaint Program

A Introduction

v

History ' in an investigative repori authored by Vinson & Eikins L.L.P,
(V&E Repori) dated Sepiember 146, 2004, and adopted
by San Diego City Council as Scn .Diego Municipal Code
§26.1703(c}) in October 2004 recommendchons were
rmode o “establish procedures io receive and respond to
any complaints or concerns regcrdlng accounting,
internal controls or oudmng matiers, mcludmg procedures
for the confidential cxnd ononymous SubmlSSlOI') by
employees of any such compiomfs or concerns®

implementation The Auditor Gnd Lgomp’fro{!er 5 @fﬂce implemenied the
of the Employee Employee Hoﬂm '(866 809 -3500) ont {December 2, 2005, in
Hotline _IG__I[:)G] Code §26.1703(c).

OH Role o the S’trong mayor form  of
Govemmem on Jonuory 1, 2006, the Mayor's Office of

. Ethics ond Integrity (@E!) was created and now, through

compiomfs

Objéctive The prima :objechve of the Employee Hotline/Complaint
progrom is io provide ¢ means for City of San Diego
employees and citizens to confidentially report 1} any
oc’nvriy 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 laws.and regulations
(e.g.. laws prohibiting discrimination .or whistleblower
laws).

Structure With respect io the Employee Hotline, an independent
third-party provider receives calls from City employees,
providing complete confidentficlily. The caller can
choose 1o remain anonymous. The thirg-party provider
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“issues reports for each call and submits the reporis to OE
for review and referral,

Employees and citizens may als¢ contact OFl directly via
email {oei@sandiego.gov] or by phone {¢19-234-7182).
These communic’o_ﬁons are also treated confidentially.
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B. Terms & Definitions
Fraud A dishonest and deliberate course of action that results

in the oblaining-of money, property or an advantoge to
which the City employee or official commitiing the
aclion would not normally be eniitled. Intentional
misleading or deceitful conduct that deprives the City
of its resources or righfs.

Examples of s -Falsifying finoncial records io n:iTE"represent financial
Activities : daia or conceal The fheft of maoney or C!T\/ property.

involving Fraud

(not an all- ¢ Theft or mlsuse of City of San Dlego money
inclusive list) equipment, supphes ond/or other materialé:

. tmenhonclly m!srepresenhng ’rhe cost of goods and
services p ‘vnded L

. Solici’ring o’ré“'occep,; gdibribe of kickback.

Finformation.

. Waste = The :nienhonci or® unmtenhonol thoughtiess or careless
i ‘_expendﬁure consump’non mismanagement, use, or

: Waste also includes |
mcurnng"'unnecessory cosis becouse of inefficient or
_meﬁechve proc’nces systems, or conirols,

-:T.;,

" Unnecessary spending of City funds fo purchase

Excémples of

Acirvniles % supplies or equipmeni.

Involvmg Wasie ¥

(not an all- . Failure to reuse or recycle maojor resources or reduce

inclusive fist) "‘f. ._i;f;*' wasie generation.

Abuse intentional  destruction,  diversion,  manipulation,
misapplicalion, malireatment, or misuse of City
resources. Exiravagant or excessive use Qs io abuse
one’s position or authority. Abuse can occur in financial
or non-financial seftings.

Examples of e Failure 1o report domage o City equipment or

Activities property.
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Invelving Abuse
(not an ali-
inclusive list)

« Receiving favor for awarding conlocis to certain
vendaors.

» Using one's posifion in one City department to gain
an advantage over ancther City resident or vendor
when conducting personal business in another City

department.
Ethics Intake and The Ethics !n‘roke and Rewew Commitiee is composed
Review of {1} the Deputy Chiet- Ethics and Integrity, (2) the
Commitiee Personnel Director, (3] thé Auditor General or designee’,

and (4} the Ethics Aug_ili ‘and Comphonce Specialist. This
commitiee meets regulorly to review complolnfs which
have been made 1o OEL euther through the”Employee

Hotline or by any other meons

N,

Governmental theliollowing: =50 Municipal Code af
Ethics Laws A : -Qmsuon 29 {Elechons Compcnqn

City Eihlcal ’ - City*#Charter "sechons Admlmstrcn‘lve Regulations,

Pohmes Ruies & Personnel Regulations, Council Policies, and City EEO
Regulchons . Pohcy regcrdmg subjects including:
‘ ‘ +» Avoidance of the Appearance of Impropneiy
« Confidentiality
«  Confiict of interest

Electronic mail and Infernet Usage
Employment of Relatives

Future Employment

Giits/Favors

Improper Use of Position
Incompatible Employment
Nondiscriminaiion

«  Objective Contraciing Process

i The Auditor General posifion is subject 1o Councii and Voler Approval. in the interim, we will use the existing
process that is anatogous 16 the City.



204
g022t

l)
[ =)
OFFICE OF ETHICS AND INTEGRITY - -~ _ ©~ Poge
Policies and Procedures Manual 7ot 27
City Employee Hoiline and Complaint Program Effective Date
8D

+ Obligations to Citizens

+ Participation in Political Activities

+ Reporiing Improper Conduct/Whistleblower
Protecfion

» Sexual Harassment

+ Use of City Resources for Privaie Gain

‘Employee Any person who is employed by, ﬁie 'Ci‘ry of San Diego

Complainant A party {employee or cmh;e )d‘hci lodges a complomt
: or concern, writien or ’emnse with ?he Office of Ethics
and lntegnfy. : .

Complaint An expression of d;ssohsf ctio -‘-:"
complaining; a grlevonc' ile
or citizen. Throughout the remornde:r of this manuagl
‘Compic:m’r,“, i mciude Inc1den1 Repon‘s resulting from

Third-Party An mdependézﬁ comp
Provider ‘ y‘;des offsﬁe% i

3-/:;The Ne’rwork Inc.), which
f[]lne coveroge 24/7/365 with live

\_L

158 mlmogemem system converis the mformohon

~_ rec:ewed Through the interview process into an

: .aorgomzed repori called an Incident Report.  These

: epor’rs ore disseminated 1o OFl’s-designated recipients

(%ee Section IV - Dissemination and Escalafion Teams
for further details).

Incident Repont

""';-'summc_:ry of all incident reports by type (e.g.. policy
sues, employee relations, cusiomer relations) within a
specified period of fime. This report is available on the

Summary
Complaint Repori

Otl website.
Closed Hotline A summary of all closed non-personnel incident reports
Calls Report within @ specified time period. The Summary Complaint

Report includes the date and iime reporis were
received, incident types, and brief descriptions of the
incidenis. This report is available on the OFl website.
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Case The Network's onhne tool to faocilitate a thorough
Management interview that adapts to the issues identified in each
System call. and to the monitoring of investigations. It cllows
OEl fo document all aclivities in o single, centralized

system. =

Response A reply or an answer from 1he desngno'fed division or

department head thai, oddresses the foilowmg

~» A description of on rmmedwofe plan 10 oddress the
issue/concern,

» Description of a plon 4 ﬁ:prevent the tssue/concem
from ho[lap nmg again, |fworron1ed and

. Descnp’no of‘.the

.........

oluhon of The issue/concern.

Avudit Committeel! The Audit Commlﬁee is
urc uypumfc:d by,& ” n'Onl the pubtlic  ara
confrmed by the Cli’_y Councﬂ and one is g member of

,._.;:é':?_,j__Counczl The two pubhc members should have expertise in

""occoun‘rmg auditing @ lnd fmoncnol reporting.

of Three members, two

7 To;ensure objective oversight of the City's financial
i repomng Process;

"« To retain the independent auditor, who will report io
and iake direciion from, the audit commities.

" The Audit Commitiee is subject to Councit Approval. In the inlerim, we will use the existing process that i
analogous 1o the City.
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Auditor General The Audiior General is nominaied by the Mayor and

confirmed by a maojority oi the City Council. The Auditor
General is rtesponsible for iniernal audits of the City's:

1. internal controls;
2. financial accounting, reporiing and disclosure;
3. opergations; and

4, incidents of fraud, wcsj:e'-iiiﬁd é“bps._e,

Citizens' Review The Citizens' Review Boord :fgfrPolice ProCﬁéeS'
Board of Police
Practices

» reviews and evcluo1es senous complom‘rs -brought by
the public against. offcers of the Police Deporfmenf
of the City of San Dlego‘_

"The Auditor General position is sutiec! 1o Council and Voter Approval. in the interim, we will use the exisling
process ihot is angiogous 1o the Cily,
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lI. Processing of Employee Hotline Complaints

1. A third-party provider shall receive and record all hotline calis

- through a designated ioli-free number published to City
employees. Information from such calls is recorded on an
“Incideni Report.”

2. Upon completion of a complainant's call, the independent
third-party provider sends an Incident Report vao e-mail io the
City's designoted dissemination team, compnsed of {1} the
Deputy Chief Ethics and Integrity, {2) the Ethics: Audit and
Compliance Specialist, and (3] the. Auditor C_‘vf—;'nercnl Ol
Ethics Audit and Compiiance Specnohs‘r shall be responsnble
for logging those complainis that come dlrec’rly to the:Q® .El 5
third-party’'s Case Management Sys1em£"§:_‘ A copy of the
incident reports wili be forwarded to 1he thS Commission.

o The E’rhlcs Comm!sm_on Dlrec’ror revne S: eoch repor’r to

‘\.

. in the instance where the
1denhﬂed ‘him/herself, the third-party

.. provider shalask whéther OEl may share his/her identity with
. persons ou’rmde of OFl. Iden’rmes of complolnoms will not be

VHI, B,“’Cﬁw‘erio for referral and resclution through OEl fie.,
allegations involving unethical conduct, fraud, waste and
abuse}. If the complaint meets the criteria, the Commitiee
determines the appropriate City depariment for referral for
investigation/resolution.

5. At the discretion of the OEl Deputy Chief or his/her designee,
and based on the circumsiances of the complaini, the

" The Auditor Genercﬂ postiion is subjec! 1o Council and Voier Approval. In the interim, we will use the exisling

process that is analogous 1o the City.
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complaint may be referred to the opbropridfe department
for oction prior to the Intake and Review Commitiee
meeting.

6. If a complaint is received by Ol whicih coniains allegaiions
of misconduct or wrongdoing involving @ member of ihe
Infake and Review Committee, the member shall be
informed o complaint has been filed. That member shall
immediaiely recuse him/herself from ’rhe rewew of such
complaint.

7. As follow-up, the OFEl Deputy Chief or hls/her desxgnee may -

determine that an OEl staff member may need 1o obtain
clarification or addifional nnformohon from the complcuncm‘f
regarding the complcln‘r/ollegc’non :

8. O siaff member prepares and forw,"‘ ds”a memorandum
and copy of the inmdpn‘] Report the appropricte
department head, with - within 2 bus&ness days of the
Committee's review. The. emorondum odwses of the fiiing
of the compilaint, reques’rs.hac: respons_e and odwses of the
process fo secure addifi rmchonﬂconcermng the
complaint, if:nge sary.

9. lfthe subjeci of the complcm‘r' .a supervisor/manager ai any
Ievel 1hekcomplolm will be forwc:rded 10 and should be
' s

L 7.1_-

. .ComplclnTs oileglng fiminal oc’ﬂvn‘y will be forwarded to the
.« San Diego Pohce Depor’rmen’r for investigation. Complaints
" ogainst sworq;pffcers may be forwarded to the Citizens
'Review Boord"bf Police Practices for referral to Iniernal Affairs.

11, Compiomfs:"ollegmg improper financial activity and fraud,
wasie” or “abuse will be referred 1o the Auditor General for
mveshgohon _

12. If o 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 complaini shall not share the substance
of a complaint with anyone except those individuals who are
direcily -involved in conduciing ithe investigation. Such
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15.

16.

17.

personnel provided with this information shall hold all
information obtained as confideniial o the grectest extent
possible.

. Ifitis deemed necessary by the Deparimeni/Division head to

disclose the nature of the aollegation(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 c':ompromlse the
complainant's-er any wiiness' identity. Shcrmg aliegation]s)
of non-compliance outside of the OE! Intake process may
constitute cause for an ethics complcum and/or for a legadl
claim of defamation.

Breoches of confdenhoil’ry ‘may resuH m dlsc:plrnory ochon

OEl stafi member ensures Through mom’ronng and reminders
o the aoffected Deoor‘:'- ”" hqod that hmelv investiaative
and resolution oc*nv:’nes"L ":fUnderTcken iR response fo

complaints recéived through the hoﬂlne

The OEl Depyty:Chief or hls/her desngnee i con]unchon with
the inicke’ c:nd Revnew Commlﬁee will review the response
submlﬁed by the DIVISIOn or Depon‘mem head to determine if
the onegohon(s) rclsed in ’rhe complaint have been
odequc1ely oddressed in the Tesponse. Upon such o

deTermlnohon c memo from OB to the Division or

- Deportmem heod will thefeafter be provided, indicating

closure of’ the moﬁer

. However, if Thc responsn is deemed to inadeqguately cddress

the ollego’non(s) raised in the complaint, the Division or

Department heod and appropriate Deputy Chief wil be

19.

nohfled The: Division or Department head will be provided
an oppor’funliy to provide further clarification of the response
and/or 1o further acquire additional information or fo perform
other ac¢tions as deemed necessary.

in the instance where a complainant has identified
him/herself, such complainant will be noiified of the OEl
action on or referral of the complaini. The complcinant may
be advised thal, in the instance of a referral, OFl may not be
able to provide the complainant further information
regarding the ouicome of his/her complaint.
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Processing of All Other Employee Complaints

1.

OEl receives complaints by means oiher than through ihe Employee
Hotline [e.g.. e-mail, telephone, letier, eic). Complainants may
remain anonymous.

If the complaint is orally provided either in perth or by telephone, an
OEl stoff member records, in writing, the foctual allegation(s) of the

compilaini and atiempis to obtain cdequo’re lnformohon to focilitaie
an effective review. S : -
OEl staff member logs the complcunf_ ond ploces o hme/do‘fe stamp
on all such complaints received.

Ot stoff member enters the emp\oyee complom’r :mo ‘fhe [hird-party
proviger case management sysiem.

Once entered into the c’ ,moncgemenf?system the complaint is

processed according to p‘r ce ures Qs se1 forth In. Sechon I, 2-14.



002

2 1 9 OFFICE OF ETHICS AND INTEGRITY Poge
Policies and Procedures Manual i4 of 27
City Employee Hotline and Complaint Program Effective Date
.1BD

[V. 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 reporis will be forwarded to
the Ethics Commission Direcior. He/she reviews each
report to determine if there exist factual allegations
suggesiing a violation of any governnﬁeniol ethics laws.
Nothing coniained<in these policies andg. procedures
shall preciude the EiRics Compnission from ¢ exercrsmg ifs
statutory investigatory ond/or ‘enforcement authority os
set forth in the Eection C‘ompcugn Conftrol Ordinance,
the Ethics” _Ordmc:nce and™ ‘rhe Municipal Lobbylng

Ordinance <

incident Reporf

Tt m
""_h C‘ilegﬁhons be contained in an

When a repor’f lS rece:ved fhcﬂ is designated for
escolcmon (repoﬁs of high risk/threat situations requiring
xmmed:o’re nohce) “the third-party provider shall call the
opproprrote demgno’red agency represeniatives
mmeduoiely The® Cn‘y has designated the Auditor
Ak e

Generclr for fiﬂOl’\CiOl emergencies, the Personnel
D:recior for personne! -related matiers, and the Labor
Reiohons Manager for workplace violence. The nofified
Tepreseniohve will inform the .Deputy Chief Ethics and
!ntegmy of the call and respond as detailed in Section I,
2:14. ' »

g_i-'émdord Incident Report Dissemination

Incident Reports shall be disseminaied by the 1hird-
party provider, within two hours vic email io ihe
dissemination team members.

"ihe Audilor General position is subject 1o Council and Voler Approval. In the interim, we will use the exisling
process 1hal is analogous to the City.




002220

OFFICE OF ETHICS AND [INTEGRITY Page
Poﬁc_fes and Procedures Manual 150f 27
City Employee Hotline and Compiaint Program Effeciive Date
TBD
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 Incideni Types are:

o Falsification of Organization Records
o Fraud .
o Fraudulent lnsuronce Ciclms
o Kickbacks . :
o improper Reiecse of Propne’fcry 'mformchon
o Subsiance: Abuse i
o Theft of Cash™,,
[#)
O
o A"

The thirg- po‘

appropriate ¥

rrepresen?ohve

'C
ARy s1gnlﬁccm1 muden‘r projecied io reoccur
. within 24 'hours

“prdeeré ‘Quality Assurance Team paar to coniochng
the designated persons on the City's Escalation Team.

e Deputy Chief Ethics and integrity believes that
.any communicction received by OFl or any OFl siaff
member constiftutes a threal to any individual,
organization, or to the public, he/she shall immediciely
noiify the appropriaie escalation ieam member and
any other individual(s} as is deemed appropriaie.
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Processing of Citizen Complaints

. OE! receives complaints of waste, fraud and abuse arnd/or other

unethical conduct from cifizens through a variety of means, including
e-mail, telephone, letter, eic.

If the complaint is provided orally either in person or by telephene, an
OEl staff member shal record, on @ szens Complaint Form, the
foctual allegation(s) of the compiaint; n'd altempis o obtain.
adequate information to faciiitate an effec’nve revnew

. OFl staff member logs the complmrﬁ cmd pioces a hme/dcﬁe stamp

on alf such complclm‘s received.

. OF! stoff member assigns a case number io each complcnn’f to

facilitate @ follow -up process As foliow-up, {he OEl staff member may
dd:’nonol mformohon regordtng the
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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 detfailing employee and citizen
complaints, which are received either through the
Empioyee Hotiine, by mail, e-mail -and those documents
or notes of any oral converso’non‘ with City employees or
citizens, shall remain conflden‘ucﬂ at 'czh Tlmes

s Such complaints, ossocnoted reports, worklng papers, and
other documents sholi ONI.Y be dlscussed with the Ethics
Audit and Comphonci ,Speaohsl, the Depu‘ry Chief Ethics

idudls as determmed by the

Lo e

be made ol @ y‘;‘complost ‘associated
reports, worknng pcpers and o‘rher'documents except for
discussion in, lniclke ond.. Revuew Commtﬁee meehngs or

., papers.. ond other 'dbc:umen‘rs shall be mcm‘lcmed in @
“*secured__monner by on OFEi staff member as designated

“be prowded to individuals who are responsibie for
conduchng the investigation or reviewing of the
complaint.  Such information shall be held in strict
confidence.

» The confidentiality of all complaints, associated reports,
Wworking papers, and other documents shall be
maintained ot all times by Ofl and
investigating/reviewing depariments.

+ Only the Deputy Chief Ethics and integrity or his/her
designee, in conjunction with the Office of City Attomey is
authorized io determine the distribution or release of any
complaints, associated reports,. working papers, other
documents and correspondence associaied thereto, in
accordance with the California Public Records Request
Act (CPRA).
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Confidentiality

Custodian Of
Complaint
Doc umen_ts

. All complaints, associated reports, working papers, and

other documents concerning the review or investig ation
of complaints shall be marked as Confidential documents
by OEl and investigating/reviewing departments.

. Stict confidentiality shalk be maintained by Of ond

investigating/reviewing departmenis  throughout  the
processing of all  complaints and  through
disposition/resolution and after. -

OEl shall maintain custody of: complom’rs cssocmed reports,
working papers, and all o‘rher pertinent mformohon regarding
any investigations of complomts ther porhes involved in
the mves’ugohon shall also re’rcm Thelr own documenio’non
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VIL. Requests for Information Regarding All Complaints

1. All requests for information concerning any employee or citizen
complaint shall be direcied for response 1o either ihe Ethics Audit ond
Compliance Specialist, the Assistani Deputy Chief Ethics and Integrity
or the Deputy Chief Ethics and Integrity. The OEl shall respond to such
reguests as permissible under applicable state law and City policy,
rules and regulations. ’

2. Departments shall refer 1o OEl any CPRA Sf other requests for
information regarding compiaints received through OEl or the
Employee Hotiine. .
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Vill. Referral of Employee Complaints

A. Background

Policy City employees who have complaints or concerns regarding
waste, froud and abuse, individual or organizational
processes, or who allege of non- comphonce with City rules or
regulations ihat relate to ethics, dre encouraged to repor
such complaints or concerns to @EI All such complom’rs and
concerns shall be rev:ewed by the - ln’roke and Review
Committee for a de’fermmohon of whether the aliegation(s)
are credible and cpprop e for depcr’rment referrol through
OEl. - m

"‘waf%?“ ?

r|u

B. Meihodology for Referral of Comp]cnnis

The Ethics Audit and

Procedures .
) and evolucﬁes the

rep -ﬁ*-; or cmy o1her appropriate action.
may be’ eferred to:

A complaint

"‘Depufy Chief

Depariment Director

Police Department

Auditor General

Ethics Commission

Citizens Review Board of Police Practices
Equal Employment Investigation Office

Other referral as deemed appropriate by the
Committee

O 0o o ¢ 0o 0 O O

o OCEl shall prepare a fransmitial memo {refer 1o Section IX
for exampiles) and afioch o copy of the incident report.
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Genercl’

« The Eihics Audit and Compliance Speciaiist shall
mainiain a database that includes summary information
from each compiaint, assignment daie, assigned io,
meeting notes, memo sent date, forms sent date,
received department response;-and complaint matier is
closed. This information is conﬂdenhol ond shall be
secure!y mom’fomed

Criteria An incident report shall com‘aln all of dhe elements listed
below to be within the purvuew of the Offuce of Ethics and
Integrity, which wil momfor the complaint unﬂ! its dlsposmon
The ollegc’nons contonned m The repor‘r must be

« Ethics- Relaf .Ileges wcs?e, froud abuse or unethical
W g
behavior) o .
o Timely (Complc:ni sho
incident hoppenmg).-

UId BEH] lied wﬁhln one year -of the

o 0f the repod does noi .address one or more of the above-

i men’noned issues, the' report may ‘be forwarded to the
oppropn‘ deportmeni director for their information and

the Off of"Eihlcs ond Integrity will take no further action.

Any,' cllegc’nons of improper financial activity and fraud,
wosfe ond/or dbuse will be referred o the Audiior General,
P who wui determine the appropriate course of action.

Referrc:l to Auditor

The Audn‘or General should report 1o the Audit Commitiee
- the: resuHs of any investigation and disposition of such
compicun‘rs Documents refieciing such an investigation
“should  be preserved in accordance with established
procedures ' :

The Auditor General will provide a copy of any investigation
results and dispositions 1o OEl.

" Excerpt from the Kroll Repori dated August 8, 2006, regarding the establishment of the Auditor
General.

-
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IX. Transmittal Memos

Introduction OEl uses the following types of transmittal memos to assign
cases for invesiigation. A copy of the Incident Report is
ottached to the transmittal letier along with resolution forms.
identified or unideniified complainants receive memos or
commenis indicafing the inifial course of action by the
Infcke and Review Commitiee (eg referred to Deputy
Chief for mveshgoiaon)

1. Sample Memo when an Incident Repori is As;ié?ied fo Dep riment Director:

Date: October 30, 2006

To: Department Director

“OF concern in your depanman Since the reporl is
-you will best be able to address the issue(s) or

additionally, i allows ou 10 obtam any addn;o;gl,,mfonnauon that is needed as their allegations are
investigaté For this rea 6’1'1 At 18 1mportam that you respond to this report to provide feedback 1o the caller
and t(g ensure that all issues or' ONCEemS are. adcquately addressed.
. ‘l-(-f‘k

Afier yo ) review the attached report determine if you need any additional information from the caller and
provide the cal]cr with a status reporl (even if no action is to be taken). To do so, send an email with all
questions andior comments 10'- ‘The Network, our independent Ihlrd-pany hotline provider, at
NetworkCalibacks@anwinc.co “and copy the DeputvChiefEthicsinmegritv(@sandiego.gov. When
submitting your quesuons arid/or comments, include the report number, as indicated on the attached
report, in the sub_]ect lmc by the response date provided in the Client Instructions seciion of the report.
Your questions and/or comments will be forwarded to the caller should they call back on or after their
assigned date.

In order 1o 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 incideni report, 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''

0022

D 8 OFFICE OF ETHICS AND INTEGRITY Page

Policies and Procedures Manual , 2_3 of 27
City Employee Holiine ang Complaint Program Effective Date
010/30/2006

2. Sample Mmemo when Incideni Repori is provided o Department Director for
informational purposes only:

Date: October 30, 2006
To: Depaniment Director
From: Jo Anne SawyerKnoll, Deputy Chief Ethics and Integrity

Subject: Employee Hotline Report <#>

Attached is a copy of a confidential mc:dcm report that was fi led wnh the Caty s Employee Hotline. This
office received the repon on <date> regarding a complamlhssue of concern in your. depanment The Intake
and Review Commitiee has established a process for scrccmng the complamts/concems and it has been
determined that this complaint/concern does not require funhcr action be taken by OEl; however, we are
providing this report to you for informational purposes. Yol do not nced 10 provide a rcsponse regarding
this report.

Accordingly, if you feel that an investigationtis, necessary, ensure al slmg policies and procedures are
properly followed while reviewing or mvcsug:?c 2 'ﬂn.s\cla:m and comatty ‘us to discuss any action you plan
10 take, s0 we can update our records as, nccdcd‘ 1f you_have any qucsnons regardmg this report or this
process, you can contact Danielle Knlghtcn at (6]9)’ 236-7072

Thank you.

Subject: ‘Employee Hotline chon <#> dated (...)

This office rcccwcd y mplamticoncern filed with the Employee Hotline and, upon an initial review,
the Intake and Review Committee has determined that your concemn should be referred to XXX for further
review. Any further communications related to your concern should be directed 10 XXX. XXX has been
instructed to prov;de a résolution to this office upon completion of hisfher review or investigation.

The City of San Diego will not retaliate, nor will it tolerate retaliation against thase who, in good faith,
report suspecied ethics violations or who participale m an investigation of suspected ethics violations. An
act of retaliation should be reporied immediately 10 the Office of Ethics and Integrity (QEI), which will
investigale any such repori as 2 potential ethics vielation. In addition, those who bring matters to QE] are
protecied through the state Whistleblower Protection Act.  Deuwils of the Act can be found a
http://www.dir.ca.gov/dlse/whistieblowersnotice.doc.



http://wno.se
http://www.dir.ca.gov/dlse/whistleblowersnotice.doc
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If vou feel vour concern is not addressed, please contact this office directly .via email at
deputvchiefethics& inteprity@sandiego.eov and reference the report number above,

Due to the nature of the complaint filed, this office may not be able to provide vou with the outcome.

We appreciate your efforts and thank vou for “Doing the Right Thing!”

4. Sample Message sent io the unidentified caller indicating course of action
iaken by the Intake and Review Committiee:

Your complaint/concern filed with this Hotline has been reviewed by the Iniake and Review Commitiee
and they have determined that your complaint/concern should be referred to XXX for further review. 1if
vou have additional information that would be useful in XXX's réview into your complaint/concern please
contact The Network again with any additional information.

If you feel your concern is not addressed, plcase contacl this office d:reclly via gmail a
dcgulvchlefclhms&lmegmy@qand1cgo gov and reference the rcporl number above.

Due to the nature of the complamt filed, this ofﬁce may not be ab!e to prov:dc you with the outcome.

We appreciate your efforts and thank you for “Domg_t'h_f_: Right Thing!™ -

5. Sample memo requeshng oddlhonoi mformchon from the identified
complomom beforejfhe Intoke ond Revnew Committee proceeds because

Date:
o R
To: Caller ;
From: Jo Anne Sé\vychnoif, Dgpuly Chief Ethics and Integrity

Subject: Complaimnt Filéd

All documents provided 10 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 substantiated without the
requested information. Once this information .is provided, this Office will be able to determine the
appropriate course of action.
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6. Sample memo informing the identified compiainant thot his/her compidint
does not meet the criteria as set forth in Section Il 2-14, and therefore not in the
purview of OEl:

Date: October 30, 2006

To: Idenufied Caller

From: Jo Anne SawyerKnoll, Deputy Chief Ethics and Integrity
Subject: Employee Hotline Reponi <#> dated (...)

A7 L

This office received your complaint/concern filed with the Employee Hotline and; upon an initial review,
the Intake and Review Committee has determined that this matter should be refcrred 10 XXX, (Title)
Director for further review. We have determined that aI]eganons contained in your complaint does not
constitute an ethical violation and, therefore, is not within the purview of. the Office of Eﬂucs and Integrity.
Accordingly, this office will not take any further action rcgardmg this mattcr Any further commumcauons
refated to your concern should be directed to XXX. If you feel™ your "Concern is not addressed, you should
then contact vour union. i )

M

The City of San Diego will not retaliate, nor w:l! it: tolerate retaliation’ ‘dgainst those who, in good faith,
report suspected ethics violations or who pamcnpate in ‘an investigation of suspccted ethics violations. An
act of retaliation should be reponied immediately 1o the Ofﬁcc of- Ethics and” Integrity (QEI), which will
investigate any such report as a potential-ethics v:o]allon In addition;: Lhosc who bring matters to OE] are
protected through the state ; Wh:sg‘rcb]ower Prolccnon Act.  Details of the Act can be found at
bttp:/fwww.dir.ca.pov/disel "h:sﬂcb}owersno‘nce doc.

We appreciate your efforts ér.lgl thank yq_ﬁ for “Doing the _R_ight Thing!™

o :; : -
".\
~\r .

What Are The  OfEl requwes a response within 10 days of receiving the
Repomng - memo!

Reqyl_r_emenis? S

E:;ieﬁ'kibns to OE! wm de'rermme extensions on a case-by-case basis, but

Reporting will generolly grant exienmons
Deadlines -
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7. Sample reminder memo io referred party that a response is due io OEl and
the deadline is approaching:

Date: October 30, 2006

To: Department Directors

From: jo Anne SawyerKnoll, Deputy Chief Ethics and Integrity
Subject: Hotline Report Response Deadline Reminder

You are receiving this meme as a reminder that your response(s) 1o the conﬁdentlal hotline report(s) is{are)
due by <date>. You have been asked to respond with 10 business days of recewmg the memo daled
<date>, and to date this office has not yet received your rcsponsc If you need dcxmls regarding the
report{s) previously provided, please contact Damcllc Kr_n_ghlen (619) 236-7072  or
dknighten@sandiego.gov. E :

If you need more time to resolve the complaint, send an email to dcputvchwfcth:csmtegntv@sandlego gov
explaining your course of action and why. addl_tmnal time is necessary to resolve the complaint properly.
Otherwise. the resolution form(s) should be com lcted signed and seni to Danielle a1 MS 94 within §
days of‘ receiving this memo, unless other anangemems have becn madc If you feel you have reccwed this

Your attention to this matter is greai]_y appreciated.

8. Sample memo to referred_pcr’ries when'a'response 15 past due:

Date: I ,_Oclo‘l_:;cr 30, 2006

o T Dcpanm'em‘ Directors -

Frorri‘ o Jo Anne Sawy%]_(po]l, Deputy Chief Ethics and Integrity
Subject: Hotline Repon i{ésponses Outstanding

Within the last month; this-qfﬁce has forwarded one or more Hotline repori(s) asking you to reply, and to
date this office has not received your response. If you need details regarding the reports previousty
provided, contact Danielle Knighten at (619) 236-7072 or dknighten@sandiego.gov.

If vou need more 1ime to resolve the complaint, please contact Danielie or send an email to
depuivehiefethicsintepritvi@sandiego.gov explaining your course of action and why additional time is
necessary to resolve the complaini properly, Otherwise, the outstanding resolution form(s) should be
compieted, signed and semt to Danielle, MS 9A within 5 days of receiving this memo, unless other
arrangements have been made. 1f you feel you have received this memo in error, contact Danielle 1o
confirm vour response has been received by OE].

Your attention to this matter is greatly appreciated.
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9. Sample memo to depariment direciors or approprnate referred 'por’ry when
- Ol closed the complaint:

Date: Ociober 30, 2006

To: Depanment Directors

From: Jo Anne SawyerKnoll, Deputy Chief Ethics and Integrity
Subject: Employee Hotline Report <#>

e

On <date>, OEI received your response to the City's Employee Hotline report <#>. The Intake and
Review Commitiee has reviewed the response and deems the response is sansfactory, therefore, OEl will
close this case and no further action wili be taken rcgardmg this matier.  1f you havc any questions
regarding this report or the process, contact Danielle nghten a1(619) 736—7077

We appreciate your contributions to improving the City’s elhi(':'_z__i_l,,:g;irhale and 10 making the hotline a
success. e

-
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City of San Diego
Office of Ethics and Integrity

Addressing Submission of Suspected Wrongdoing (Whistleblowers)
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"s_ubnllssmn of suspected wrongdoing
by;v__.the ‘Association of Certified Fraud
hlstleblower hotline.- While ACFE has

very entlty s poperations, the Office

$00e E‘r’m“*?faa- P
ome;examples)

: lrite:r:u.’iw¥ m?
& H

Whistleblower Issues for Audit Comunittees to | Yes | No | Partially Comments
Consider Tool

A. Design Effectiveness

In assessing the design effectiveness of the holline, a government audit committee should consider the following questions:
1. Does the hotline have a dedicated hotline X - The City of San Diego’s Office of Ethics and
: : O O [ntegrity (OEI) contracts with The Network fi
number, fax number, web site, e-mail nicgrity contracls wi 1€ INelwork tor

address, and regufar mail or post office box hotline administration, which includes a

address to expedite renorts of suspected dedicated toll-free phone number. The
adaress 10 expr ports of susp Network has helped clients—including the
incidents of misconduct?

ACFE-- collect information and address
critical issues such as ethics and risk
management fornearly 25 years. The
Network has more than 2,200 clients,
including 45% of the Fortune 500 and a large
nuinber ofmummpalltles and government
entities.

Capyrighs © 2005 AICPA, inc. 1
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Does the hotline demonstrate
confidentiality, including showing how
caltler 1D, e-mail tracking, and other
technologies cannot be used to identify the
whistleblower? Has the government
considered the use of an independent
hotline operator to enhance the perception
of confidentiality-in addition to any real
improvement?

The City of San Diego, through OEI, The
Network in order to enhance the perception of
confidentiality. Complaints made directly to
OEl'may also be inade anonymously, and all
complaints, associated reports, working
papers, and other documents détailing
employee and citizen complaints, shall remain
confidential at all times

Does the hotline utilize trained -
interviewers to handle calls to the hotline
rather than a voice mail system?

All calls to the hotline are handled by trained,
third-party call takers who ask probative
questions to gather necessary information.
The hotline is staffed and available 24
hours/day, 365 days/year.

Is the hotline availability 24 hours a day,
365 days a year?

Does the hotline have multilingual
capability to support hotline callers with
different ethnic backgrounds or those that
are calling from different countries?

Are callers providéd with a unique
identification’ number to enablé them 'to
call back later anonymously to receive
feedback:or follow-up questions from
investigators?

Each caller is provided a unigue identification
number so:that they can leave additional
information.(anonymously if they choose) and
so OFEI may inform them of the status of their
concern (e.g., under investigation) or ask
additional questions.

Does the government have a casc
management system lo log all calls and -
their [ollow-up, to facilitate management
of the resolution process, testing by
internal auditors, and oversight by the audit
commiltee?

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 Commiltee, these procedures may be

vggZOO
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revised.

.

Has the government 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 commitiee without
filtering by management or other
government personnel?

Each complaint is reviewed by OEI's Intake
and Review Committee (currently comprised
of the Deputy Chiel 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 the absence of the
Audit Committee, complaints involving senior
management are referred within existing City
mechanisms (e.g., EE1O, Police Department,
etc.), depending on the nature of the
allegation(s).

Sy AAL

Does the government effectively distribute
comprehensive educational materials and
training programs among potential users to
raise awareness of the hotline? Are thesc
materials available in all reélévant
languages, given the potential user base
and taking into consideration cultural
differences that may require alternative
approaches to achieve the desired goal?

In November-December 2005, literature,
wallet cards, and flyers with information on
the hotline (what it is, how to contact, elc.)
were sent to all City employees.

OEl is currently participating in ineet and
confer with the Cily’s unions to finalize the
hotline procedures. Upon completion of this
process, OEl and the Internal Communications
group will undértake a City-wide education
program to familiarize employees with the
hotline, criteria for callg, process for handling
concerns, ete. In the meantime, OEl is making
in-person presentations to employees that
describe the hotline (thus far reaching an
estimated 1/3 of the City's workforce) and
iifformation is available on OEI’s intranet and
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Intemet sites.

10. Does the government support outreach to 0 0 X At this point in time, the hotline is intended for

potential  stakeholders  other  than employees only. Complamls from citizens are
employees? 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, OEl will reach out to citizens
and other potential stakeholders.

11. Do the government's internal auditors- X 0 . The City’s Auditor/Comptroller is part of the
periodically evaluate the design and hotline process and was invoived in designing
operating effectiveness of the hotline? the process for effectively operating the

i o S, hotline and processing complaints. The
What wete the internal auditors Deputy Chief of Ethics and Integrity 1s

conclusions»rega'rding how the'hotline instrumental _lnfonmng City management and
reflects changes in the government’s ensuring appropriate support from

operations and in best praclices; (2) manageinent, The Ethics Audit and

whether the hotline is receiving ' : Compliance Specialist is responsible for

advising the Intakc and Review Commiltee on

salisfactory support from management,
protgcol issues.

employees, and other participants; and, (3)
whether protocols established for
forwarding information to the government
audit committee have been followed?

B. Educating Employees and Others About the Hotline

In assessing whether management is actively promoting the existence and use of the hotline, a government audit committee
should consider the following questions:

1. Is confidentiality-of communications madc X 0 0 All complaints, associated reports, working

to the hotline stressed? - papers, and othér 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 conversations with City employees

9£2200
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or cilizens, shall remain confidential at all
times, as described in OE! procedures.

2. Is training provided to employees upon
hiring and periodically thereafter?

X OET will begin ifs ethics training, slated to

: include information on the hotline and other
mechanisms {or reporting complaints
involving waste, fraud, abuse or other
unethical behavior, in earty 2007. In the
meantime, all new employees reccive
information regarding the employee hotline
upon hire. Current employees may contact
OEl at any time for information regarding or
assistance with the hotline or ethics-related
questions. Information on how to do su is
available on the intranet-and Internet, and
through in-person presentations.

2.£2400

3. For suppliers, is information incorporated
into a vendor approval process, in purchase
contracts, and on purchase orders?

By Spring 2007, to accompany a Contractor’s
O Code of Conduct, a brochure with information
about'the ethics-related rules and regulations
that govern City employee behavior will be
provided to-firms doing business with the City.
This will assist contractors in avoiding
behavior that may encourage ethical fapses and
will include information about how contractors
can report ethical lapses to the City.

4. s the hotline number and other contact
information provided on the government’s
Web sile, intranct, newsletters, invoices,
purchase orders, pay stubs, checks, and
even vehicles?

b4 As the holline ts ctirrently intended only for

“ employees, the hotliné' number and contact
information 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 cilizen complaints, also.
‘At that point, OEI will reach out to cilizens
anid other potential stakeholders through a
varicty of means.

C. Evaluating Coniinunications Received
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i

In evaluating the communications received, a

Is management taking all communications
madec to the hotline seriously? Are
allegations appropriately investigated?

government audit committee should consider the following questions:

X

O

O

The OEI Deputy Chief or his/her designee, in
conjunction with the Intake and Review
Cominmittee, reviews each investigations’
response to déterinine if the allegation(s)
raised in the complaint have been adequately
addiessed inthe response. If the response is
deemed to inadequately address the:
allegation(s) raised in the complaint, the
Division orf Department head and appropriate
Deputy Chief are notified. This allows OEIl 1o
verify appropriate invéstigation of complaints
while'assessing management support.

Does the government have a process for
reporting back to the whistleblower on a
timely basis, where possible, regarding the
action taken?

In the instance where a complainant has
identified him/herself; such complainant will
be notified of the QEI action on or referral of
the complaint. The complainant may be
advised tliat, in the instance of a referral, QEI
may not be able to provide'the complainant
further information' régarding 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 to
report additional information.

g£2200
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Kroll Remediation
Remedial Category — Interest Allocation
Kroll | Report _
Item | Ref. Description ‘
74 M-16 | The interest allocation process should receive sufiicient management review.
Background

During its audit, KPMG discovered that the interest accrual was aliocated 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
happenmg agam

Action Taken for Kroll Remedlatlon

The interest allocation process was documented in a format thatpmanagcmcm b.ﬁhE:VeS is aL
acceptable for internal controls. The documentation includes: B
» Process flow, process narrative and identification of significant control activities
» Control matnx contau:ung
o \,omr(.u OD_]CU.IVES 1'15.[(5 Sl!-!nlllLdIlL CDIIIIOI dCE]VlHES COITD'Ol numoer COﬂU’Ol typc
o Identification of preventive/detective control, system or manual control, control
frequency, fraud control, safeguarding of asfscts, financial statement assertions and
the pertinent components of internal control from the COSO (Committee of
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 AMRIS (general ledger) system access to run
preliminary and final reports. Management is in'the process of remediating this gap by having
information technology change system access. Once this gap is fixed, the accoumant that rans
the prehmmarv 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

Nene.




Kroll Remediation l{em 74
Interest Allocation Process

CA

¥/S Assertions

Control Objective

Significant Control Activity

Cirl

Rel| Type | P/D| S/M| F | FC| SOA | Comp

V/A

RO

P/D

COs50

R

M| E

Inlerest income is allocated to the
appropriate funds for financial
reporting

Accountant reconciles cash interest

- |earned and investment balances among

v

e
e

05920

Inlerest income is not
properly allocated to the
appropriate lunds
resulting in inaccurate

4A

SunGard Investinent Reports and 744 X
AMRIS.

tes int
AMRIS. system allocates interest 14E X
among investinent pool accounts. .
The preliminary report and,suppor'ling_
dala are reviewed and approveéd by the X

Operalions Section Supervisor.

74C|

financial reporting

The Accountant has sysiem actess 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.

_.‘,‘M]) .5

Relerence Legend

Conirol Type

A - Authorization D - Daily

C - Configuration/account mapping W - Weekly

E - Exception reports/edit checks B - Bi-Weckly
1 - Interface/conversion controls M - Monthly

K - Key perfonnance indicators
M - Management review

R - Reconciliation

SD - Sepregation of duties

SA - System access

SOA - Safeguarding of Assels

(F} Frequency

Q - Quarterly
S - Semi Annual

A - Annually
T - Transaciional - daily
SY - System

F/S Asscrtions

Comp - Completeness

E/O - Existence of occurrence
V/A - Valuation or allocation
R/O - Rights and obligations

P/0 - Presentation and disclosure

COSO Framework

C - Contro} Activilies

R - Risk Assessment

| - Information and Communications
M - Monitoring

E - Control Environment

Ieaders

CA Ref - Contro! Activity reference number
Ctrl Type - Contrel Type

P/D} - Preventive/Detective Conlrol

S/M - Systcm"Manual Caontrol

F - Frequency

FC - Fraud Control

SOA - Safeguarding of Assets
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Process Flow

Treasury:
@ SunGard AMRIS: Simpler
| Earmned Income Query
Detail

3

L 2
Accountant:
Accountant: .
. Reconciles
Reconciles cash
. Investment
interes{ earned
balances
F
Accountant:
Unreconciled Oelermines
. —Yes-—» . -
ilems Posling or Timing
Difference
Timing Posting
Mo l
@ | Actountant;
Researches
posting errors
Accounlant:

Calculates interest
Amounls for

Allocation

L

Accountant: Inputs In
interes{ Allocation
System

b

Y

Process

=g

Process Narrative

Background: Interest is required lo be allocated to all funds included
In the Cily's pooled cash. Fund 99998 is lhe Cily's invesimen! pool
account. There are approximately 1,500 funds in the pool. Interest
allocation distribution occurs on a calendar month basis. The City's
AMRIS accounting system is on a 13 period basis. literést Allocaion
Procedures were issued on 8/23/1999. Thal document serves as a
“Desk Procedure.”

The process begins with the receipt'of the SunGard Monthly
Investment Reports from the Treasutel s Depariment. These repoits
are available 2-3 weiks after monlh end. The SunGard report
.amounts need lo ba recenciled 1o ihe .Jrnounls amounts in AMRIS,
The Inlerest A!locahon Accoumlant runs a Srmp!er query to oblain
AMRIS fund smounts.

between the SunGard Investment Report and AMRIS. The Interest

The Inleres! Allocation Accountant recanciles cash inlerest earned @

Allocation Accountant also reconciles investment balances among
SunGard and AMRIS, Cash interesl received and investment pool
aclivity mus{ reconcile prior to allocating interest to the funds,

There could be unreconciled items due lo liming or posting errors.
When there are unreconciled Hems, first the Interest Allocation
Accountant researches for any timing differences. Typically, timing
differences are related lo posling on the first day of the next calendar
month in AMRIS. A query reporl from the Simpler system is run to
oblain daily iransaclions for the first day of the next calendar month.

This report is used to identify timing differences.

If there are poéling errgrs,.they are ressarched with the supervisor
and a Journal Voucher Is prepared.

Upon campletion of the reconciliatian, the "TOTAL ENDING
ACCRUAL" and "TOTAL CASH RECEIVED" is calculated by the
interest Allocation Accountani. Both figures are calculated from data

contained in the SunGard Monthly Investment Reports.

Once these amounts are determined, ihey are entered into the
Interest Allocation Sysiem (C3502 screen) with a slatus of "P" for

Preliminary. -

1
L

[
Suurce Meeling wilh Cecilia San Pedro
and Leonard Alfuente, Audilor's olfice

Significant Control

Activities

122020

(CA - 74A) Reconciliation. Accountant reconciles
cash interest earned and investment balances
ameong SunGard Investment Reports and AMRIS.
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Accountant:
Requesls
DPC o run
Preliminary
Report

‘
AMRIS:
System

calculated
Interest

Allacation

ﬁ

AMRIS:
Preliminary
Inlerest Allocation
Report

Accountant:
Reviews Preliminary
Inlerest Allocation
Report

+——No
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Changes

Supervisor:
Revlews Final
Preliminary Report

Process Narrative

The Interest Allocation Accountant requests the preliminary interest
allocation reports be printed. The accounlant sends an email to San

-Diego Data Processing Corporation {DPC) Indicating jobs needed to

run the preliminary report.

DPC runs AMRIS system preliminary réporls that show the resulls of
interest allocation distribution based on the: two amounts enlered for
the TOTAL ENDING ACCRL!AL AND TOTAL CASH RECEIVED,

The Interest Allocalion Accouniant reviews the preliminary report.
Specifi caﬂy the ending accrual, begmnmg accru‘ai' and cash received
amounts are raviewed to confirm they are accurate. Three paricular
funds are analyzed for reasonableness General Fund (100) Water
Fund (41500) and, Sewers Fund (41506) Thase three furds were
chosen because each have subslanllal cash balances The prior
monthly reports "for these (hrea'funds' are dompareéd to the current
reports.for. reasonableness At this time, the Interest Allocation
Accounlan! can afso enler any needed edJuslmenls to cash or accrual
balances Inlo the Inlerest Allocation Syslem "These adjuslmenls are
based on Inlormallon fromy the preliniinary repord, IF any ad]uslmenls
are made, ancther prellmmary report run b3 run and reviewed for
accuracy.

Afer complele review of the prehmmary report and any adjustments,
the Interest Allocatioh Acéauntant submils all documents and work
papers to the Operalions Section Supervisor. The Operations
Section Supervisor reviews the summary and supporting information
and approves by inilialing the front page of the work papers.

D,

)
_J

and Lecnard Alfuente, Audilor’s office

Significant Control
Activities

242200

(CA - 74B) Syﬁlem Configuration. AMRIS system
allocates Inlerest among Investment pool
accounts,

{CA - 74C) Management Review. The preliminary
report and suppoerting data are revlewed and
approved by the Operalions Seclion Supervisor.
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Process Flow Process Narrative Significant Corttol
Activities o
¥a 'y
(%)
Wwith the Operalions:Seclion Supervisor's approval, the posting of » {CA —74D) Segregation of Duties. The Accountant

Supervisor: Modifles

Interest Allacation is ready. The Supervisor modifies the slatus of the has system access to run preliminary reports. The
AMRIS status to Final @

3502 screen 1o "F for Final. Supervisor has system access to nm the final
reparts. THIS IS CURRENTLY A GAP AND SYSTEM

ACCESS NEEDS TO BE ADDRESSED.

Accountant: The Interest Aflocation Accountant sends an email lo San Diego DPC

DF:‘fg‘:gslfn indicating jobs needed 1o run the Final Interest Allocation Report and
Final Repoit the system generaled postings lo AMRIS (the G/t).

¥

AMRIS:

System
calculated e DPC runs AMRIS system generated Final Inlerest Allocation Reports. See CA-74B on page 2 of 3.

fnterest ’ | ) :
Allocation

AMRIS: Fina!
Interest Allocalion
Report

Accountant: l ' .
Verifies AMRIS e The Interest Allocation l‘\ccounlanl reviews the final report and verifies
has posted that AMRIS has posted interest allocation. )

Accountant; The Interest Allocation Accountant provides receiving fund daily

Accountant:

Provides Fites work averafje cash balances to the Treasurer's Department through emait.
dalato The work papers for the month are filed in the Inlerast Allocation file.
Treasury papers

L‘ End g —



AN2240 REQUEST FOR COUNCIL ACTION

CITY OF SAN DIEGO

1. CERTIFICATE NUMBER
{[FOR AUDITOR'S USE ONLY)

TO:
CITY COUNCIL

2. FROM {ORIGINATING DEPARTMENT):

Acting Chief Operating Officer

3. DATE:

8/23/2007

4, SUBJECT:
City Response to July 23, 2007 Securities and Exchange Commission Letter

5. PRIMARY CONTACT (NAME, PHONE & MAIL 5TA.}

Julie Dubick 619-236-5929 MS 11A

6. SECONDARY CONTACT (NAME, PHONE & MAIL STA.)

7. CHECK BOX IF REPORT TO
COURCIL IS ATTACHED

8.COMPLETE FOR ACCOUNTING PURPOSES

FUND 8, ADDITIONAL INFORMATION { ESTIMATED COST:
DEPT.
ORGANIZATION
OBJECT ACCOUNT
JOB ORDER
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AMOUNT
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11. PREPARATION OF: (] RESOLUTION(S) (7 ORDINANCE(S} [T AGREEMENT(S) (] DEED(S)

1. Authorize Mayor to Submit City's Response to July 23, 2007 Securities and Exchange Commission Letter.

1A STAFF RECOMMENDATIONS:
Approve the requested action.

12. SPECIAL CONDITIONS:

COUNCIL DISTRICT(S):

ALL

COMMUNITY AREA(S):

ALL

ENVIRONMENTAL IMPACT:

HOUSING IMPACT:

THIS ACTIVITY IS NOT A "PROJECT" AND THEREFORE IS EXEMPT

FROM CEQA PURSUANT TO STATE GUIDELINES SECTION 15060

NONE

OTHER ISSUES:

NONE
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