SPECIAL MEETING OF
THE PUBLIC FACILITIES FINANCING AUTHORITY
OF THE CITY OF SAN DIEGO

Pursuant to the provisions of the Ralph M. Brown Act, notice is being given that a Special
Meeting of the Board of Commissioners of the Public Facilities Financing Authority of the City
of San Diego will be held on Tuesday, February 9, 2016, at 2:00 p.m., or soon thereafter at:

LOCATION: City Administration Building
Council Chambers
202 C Street, 12th Floor
San Diego, CA 92101

Members of the public may address the Board of Commissioners on any item for consideration
on this agenda.

FOR INFORMATION CALL: Bret A. Bartolotta at (619) 533-5801

APPROVAL OF MINUTES

The Minutes of the following meeting will be approved by Unanimous Consent unless pulled for
discussion:

08/04/2015 - Special Meeting

ADOPTION AGENDA, DISCUSSION AND OTHER LEGISLATIVE ITEMS
RESOLUTIONS:

ITEM-FA-1: Authorizing the distribution of a Preliminary Official Statement for the issuance
of the Public Facilities Financing Authority of the City of San Diego’s Senior
Sewer Revenue Refunding Bonds, Series 2016A.

ITEM DESCRIPTION:

Approve the resolution approving the form and authorizing the distribution of the Preliminary
Official Statement and final Official Statement for the Authority’s Senior Sewer Revenue
Refunding Bonds, Series 2016A.


http://www.sandiego.gov/city-clerk/pdf/pffa/pffaminutes150804.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA1160209.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA1160209.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA1160209.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA1160209.pdf
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CITY ATTORNEY’S RECOMMENDATION:

Adopt the following resolution:
(FA-2016-1)

A Resolution of the Board of Commissioners of the Public Facilities Financing Authority
of the City of San Diego approving the form and authorizing the distribution of a
Preliminary Official Statement for Senior Sewer Revenue Refunding Bonds, Series
2016A,; authorizing the execution, delivery and distribution of an Official Statement for
Senior Sewer Revenue Refunding Bonds, Series 2016A; and approving other documents
and actions in connection therewith.

SUPPORTING INFORMATION:

FISCAL CONSIDERATIONS:

Based on current market conditions approximately all of the outstanding callable 2009A&B and
2010A Bonds are expected to be refunded ($429.3 million) with the issuance of the 2016 A
Bonds. This advance refunding scenario provides a cumulative cash flow savings to the
Wastewater System of approximately $74 million over the remaining years of the refunding, an
average annual cash flow savings of approximately $2.3 million in Fiscal Years 2016-2019, $5.7
million in Fiscal Years 2020-2022, $2.0 million in Fiscal Years 2023-2026, $4.6 million in Fiscal
Years 2027-2029 and approximately $2.6 million in Fiscal Years 2030-2039. With the refunding,
the new total debt service of the 2016 Bonds is $654.7 million compared to $728.8 million of the
refunded bonds. The savings are a result of both lower interest rates and release and use of Debt
Service Reserve Funds to fund the escrow. The net present value savings is estimated at 11.2%.

PREVIOUS COUNCIL AND/OR COMMITTEE ACTION:

On June 16, 2015, the City Council approved Ordinance O-20506 approving the issuance of the
Sewer Bonds in an amount not to exceed $848,080,000 as well as the forms of the financing
documents.

On June 16, 2015, the PFFA approved Resolution Number FA-2015-7 authorizing the issuance
of up to $848,080,000 in one or more series of revenue refunding bonds.

Nuesca

Primary Contact\City Attorney\Phone: Bret A. Bartolotta\619-533-5801, MS 59
Secondary Contact\Phone: Brant C. Will\619-533-5684

NOTE: See City Council Agenda of February 9, 2016, Item 333, for a companion item.
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ITEM-FA-2: Authorizing the distribution of a Preliminary Official Statement final Official
Statement for the Public Facilities Financing Authority’s Lease Revenue
Refunding Bonds, Series 2016 (Ballpark).

ITEM DESCRIPTION:

Approve the resolution approving the form and authorizing the distribution of the Preliminary

Official Statement and final Official Statement for the Authority’s Lease Revenue Refunding
Bonds, Series 2016 (Ballpark).

CITY ATTORNEY’S RECOMMENDATION:

Adopt the following resolution:
(FA-2016-2)

A Resolution of the Board of Commissioners of the Public Facilities Financing Authority
of the City of San Diego approving the form and authorizing the distribution of the
Preliminary Official Statement; authorizing the execution, delivery and distribution of the
Official Statement in connection with the issuance and sale by the Public Facilities
Financing Authority of the City of San Diego of its Lease Revenue Refunding

Bonds, Series 2016 (Ballpark Refunding); and approving other documents and actions in
connection therewith.

SUPPORTING INFORMATION:

FISCAL CONSIDERATIONS: N/A

PREVIOUS COUNCIL AND/OR COMMITTEE ACTION: N/A

Nuesca
Primary Contact\City Attorney\Phone: Brant Will\619-533-5684, MS 59

NOTE: See City Council Agenda of February 9, 2016, Item 334, for a companion item.


http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA2160209.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA2160209.pdf
http://www.sandiego.gov/city-clerk/pdf/pffa/pffaexhibitFA2160209.pdf

Office of
The City Attorney
City of San Diego

MEMORANDUM

(619) 236-6220

DATE: February 2, 2016
TO: Council President and Members of the City,Council
FROM: Brant C. Will, Deputy City Attorney,

SUBJECT: Disclosure Responsibilities under Federal Securities Laws — Public Facilities

Financing Authority of the City of San Diego Lease Revenue Refunding Bonds
Series 2016 (Ballpark Refunding)

A. Introduction

On February 9, 2016, the City Council will consider the adoption of a resolution to
approve the form of the Preliminary Official Statement (POS) and to authorize the execution,
delivery and distribution of an Official Statement for the issuance and sale of the Public
Facilities Financing Authority of the City of San Diego Lease Revenue Refunding Bonds Series
2016 (Ballpark Refunding)(Bonds). You previously considered this item on May 19, 2015 but
due to delays caused by litigation challenging the validity of the Bonds, the issuance was
delayed. The POS and all associated certifications have been updated to account for all changed
circumstances, including descriptions of the litigation.

The City Council adopted Ordinance No. O-20469 (Ordinance) on March 17, 2015, and
the Ordinance became effective on April 16, 2015. The Ordinance approved the issuance of the
Bonds as well as the forms of the financing documents. We recommend that you review the
Ordinance as well as Report to City Council No. 15-011, dated February 13, 2015, which
accompanied the Ordinance. Defined terms not otherwise defined in this memorandum have the
meanings set forth in the POS. This memorandum provides guidance with respect to your
disclosure responsibilities under the federal securities laws for the issuance of the Bonds.

Pursuant to the Ordinance, the Council has approved the issuance of bonds in a principal
amount not to exceed $136 million. The proceeds of the Bonds will be used to refund the Public
Facilities Financing Authority’s Lease Revenue Refunding Bonds, Series 2007A (Ballpark
Refunding)(2007 Bonds). As an advance refunding, the Bonds must generated net present value
savings of at least 4% pursuant to the City’s Debt Policy.
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The Bonds will be issued by the Public Facilities Financing Authority (Authority) and are
structured as lease revenue bonds. The City will lease the City-owned components of Petco Park
to the Authority under a Site Lease. The Authority will then lease Petco Park (Leased Property),
back to the City under the Facility Lease. The Bonds are payable by the Authority from rental
payments made by the City under the Facility Lease to the Authority for the use and occupancy
of the Leased Property. The annual lease payments made by the City are equal to the annual
debt service on the Bonds.

B. Disclosure Responsibilities

As a Councilmember, you have significant responsibilities imposed upon you by the
federal securities laws. The City has taken a number of specific actions to assist you in meeting
those responsibilities. The City Council has adopted a comprehensive Disclosure Ordinance
(Municipal Code §22.4101 et seq.), established a Disclosure Practices Working Group (DPWG),
and has had the benefit of guidance from the City Attorney’s Office and the City’s outside
gencral Disclosure Counsel, John McNally. You should also bring to bear the disclosure training
you received from Mr. McNally, the City Attorney’s Office and Debt Management as you
consider the POS before you. If you did not participate in the training, it is viewable online.

Federal Securities Law

A Memorandum dated July 9, 2008, to the City Council from Deputy City Attorney Brant
Will and John McNally, entitled “Federal Securities Law Responsibilities regarding Review of
Disclosure Documents,” (copy attached), set forth a consensus recommendation for the
Council’s review of Preliminary and final Official Statements. The Memorandum quoted from
the SEC’s Orange County 21(a) Report (1996), characterized such report as “the principal
authoritative guidance regarding a Council member’s review” of Official Statements, and
concluded that Council members should “review and approve Official Statements [relating to]
the City’s . .. financings.” We commend that Memorandum to your attention once again.

Outlined below are the key features of the process that the City has implemented for
review and approval of the Preliminary Official Statement for the Bonds. Certifications required
by the Disclosure Controls and Procedures are attached to this Memorandum. We have also set
forth certain questions that you should ask yourself as you consider the approval of the POS.

Ordinance (0-19320, as amended)

Completed

® Mayor provides written certification to City Council regarding no v
material mistakes or omissions (Municipal Code § 22.4112(a))

® City Attorney provides written certification to City Council regarding v/
no material mistakes or omissions (Municipal Code § 22.4112(a))

®

CFO provides certification to City Council regarding portions of v
CAFR in OS (Municipal Code § 22.4112(b))
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Disclosure Controls and Procedures

® Director of Debt Management certifies to DPWG that Disclosure v
Controls and Procedures were followed by Financing Group in
preparation of OS (section 4.3 B.)

® Debt Manager, together with Deputy City Attorney for Finance, shall v
maintain a log of OS reviewers/preparers (section 4.3.B.3.)

Directors or other responsible staff members of certain City v
departments shall provide certification to DPWG regarding portions of
OS reviewed in form attached to Controls and Procedures as Ex. D

SDCERS shall provide a certification regarding portions of the OS
e relating to pension matters (section 4.3.D)

v
® (City Attorney’s Office provides letter regarding litigation in form v
attached as Ex. H (section 4.3. D)
® CFO provides certification in form attached as Ex. I (section 4.3.E) v
® DPWG transmits OS to Mayor and City Attorney using letter in form v
attached as Ex. L (section 5.3)
* cro provides certification in form attached as Ex. I(section 5.4) v
® DPWG provides certification to City Council (section 5.5) v
Kroll Report
[ ]

“City Council [should] have at least two weeks to review substantially v/
completed drafts of a preliminary offering statement before it is asked
to vote to approve the final document.”

Your due diligence and disclosure obligations are significant relative to the issuance of
the Bonds. As a preliminary matter, each Councilmember should determine whether he or she
has a business relationship with any participant connected with this financing (see Report No.
15-011 for a list of participants). It is the position of the Securities and Exchange Commission
that the existence of financial and business relationships or arrangements, including political
contributions, could indicate the existence of actual or potential conflicts of interest, breaches of
duty, or less than arms’ length transactions. If there are any such relationships or arrangements
these should be discussed with the City Attorney.

Each Councilmember should also consider if he or she has any material information of
which the financing team may not be aware. If there is any such information, you should bring
such information to the attention of City staff and the appropriate financing professionals.
Finally, each Councilmember must develop for himself or herself a basis of knowledge, at a
minimum, to answer the following questions (these questions are intended solely as a guide, and
you are free to make any other enquiries that you deem relevant):
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For what purpose are the Bonds being issued? The proceeds of the Bonds will
be used to refund the 2007 Bonds. See Report No. 15-011 p. 2 and the
Preliminary Official Statement pp. 7-8.

What is the term and source of repayment of the Bonds? Is there any City
general fund exposure? Because the Bonds are refunding bonds and the term of
the original ballpark bonds (issued in 2002) is not being extended, the final
maturity of the Bonds is in 2031. See pp. 8-9 of the Preliminary Official
Statement. The Bonds are special, limited obligations of the Authority secured
solely by the lease payments of the City payable under the Facilities Lease and
certain funds held under the Indenture. The full faith and credit of the City is not
pledged to the payment of the principal of or interest on the Bonds, however, the
City does covenant in the Indenture to budget the lease payments so the lease
payments are obligations of the General Fund. See the Preliminary Official
Statement pp. 9-11.

What are the types of risks that could cause the source of repayment to be

insufficient to repay the Bonds? See the Preliminary Official Statement pp. 18-
27.

What rights do Bondholders have in the event of a default on the Bonds? See
the Preliminary Official Statement under the heading of “Limited Recourse on
Default, Re-letting of Leased Property” “Enforcement of Remedies,” and “No
Acceleration on Default,” p. 23.

What is the legal structure of the transaction? See Report No. 15-011 pp. 3-5
and the Preliminary Official Statement pp. 9-11.

What limitations are contained in the authorization for the Bonds? See Report
No. 15-011 and, generally, section 9 of the Ordinance.

Are the Bonds considered debt for the purposes of the State Constitution or the
City Charter? No. The City’s obligation to make lease payments to the Authority
is not debt that requires voter approval under either the City Charter or the
California Constitution. The City’s obligation to make lease payments is
considered a contingent obligation because it is subject to abatement, which
means the City is not legally required to make lease payments unless it has the use
and occupancy of the Leased Property. The City is required to budget and make
lease payments from any general funds legally available to it. However, the City
is not obligated to levy or pledge any form of taxation. See the Preliminary
Official Statement pp. 9-11.

Will the Bonds be issued on a tax-exempt basis? Y es, the Bonds will be issued
on a tax-exempt basis. Bond Counsel will deliver an opinion at closing
concluding that under existing statutes and court decisions and assuming
continuing compliance with certain tax covenants, interest on the Bonds is
excluded from gross income for Federal income tax purposes pursuant to Section
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103 of the Internal Revenue Code of 1986. See Preliminary Official Statement at
pp. 28.

0. Has the litigation related to the Authority and the associated risks been
appropriately disclosed? See Preliminary Official Statement, cover page, pp 1-2,
pp. 18-19, and pp 30-33.

10.  Are there any disclosures you expected to see in the Preliminary Official
Statement that were not included? 1f so, please ask for an explanation of any
omissions.

While all components of the POS are important, most of the substantive financial
and operational information about the City is contained in Appendix A and particular care
should be taken in reviewing the information disclose there.

Developments Subsequent to Approval of the Resolution: Assuming the City Council
determines to adopt the resolution approving the form of the Preliminary Official Statement and
authorizing the execution, delivery and distribution of the Official Statement for the Bonds, the
City Council must ensure that any material information obtained after the approval of the
resolution, but prior to the issuance of the Bonds, is provided to the financing team. It is
expected that the POS will be printed on or about February 10, 2016 with a closing in March.
The closing date of the Bonds has not yet been set. If members of the City Council become
aware of information that could have a material bearing on the transaction, they have the
responsibility to share such information with the finance team. Any revisions to the form of the
Preliminary Official Statement as presented at this meeting will be reviewed by DPWG and
provided to Council before printing and distribution to investors.

If you have any questions regarding this memorandum please feel free to contact Brant
Will at (619) 533-5684.

cc: Kevin Faulconer, Mayor
Jan Goldsmith, City Attorney
Scott Chadwick, Chief Operating Officer
Mary Lewis, Chief Financial Officer
Lakshmi Kommi, Director of Debt Management
Andrea Tevlin, Independent Budget Analyst
John McNally, Hawkins Delafield & Wood LLP, Outside Disclosure Counsel



Attachment to Disclosure Responsibilities under Federal Securities Laws — the Public Facilities
Financing Authority of the City of San Diego Lease Revenue Refunding Bonds Series 2016
(Ballpark Refunding) — Reference Materials

Federal Securities Law Responsibilities regarding Review of Disclosure Documents, July 9,
2008



MEMORANDUM

July 9, 2008
To: City Council
AN

From: Brant C. Will @;&J

Deputy City Attorney, Finance and Disclosure Unit

John M. McNally < YW

Hawkins Delafield & [Wood LLP (outside Disclosure Counsel)
Re: Federal Securities Law Responsibilities re Review of Disclosure Documents

This memorandum is intended to provide guidance to City Council members
regarding their responsibilities under the federal securities laws to review disclosure documents.
In particular, this memorandum identifies determinations for the Council to make to ensure it is
complying with such responsibilities, including determinations as to which responsibilities it
wishes to undertake directly and which responsibilities it wishes to delegate to management (i.e.,
the COO, CFO, financial staff), in coordination with the office of the City Attorney, operating
through the Disclosure Practices Working Group (“DPWG”).  For purposes of this
memorandum, the term “disclosure document” means any document reasonably likely to reach
investors or the trading markets and thus includes, among other documents, official statements,
financial statements, continuing disclosure reports, rating agency presentation material and other

discrete communications to which a reasonable investor could attach significance. (see
§ 22.4107(a)(1) of the Municipal Code).

The current state of the law, relying principally upon the SEC’s Orange County
Report' and the Disclosure Ordinance’, was analyzed in two prior memoranda® that were

provided to City Council members. Rather than again providing a detailed analysis of the
principal legal sources, this memorandum reflects our considered judgment of your
responsibilities, taking into account the SEC’s interpretive releases and enforcement actions, the

SEC Rel. No. 34-36761 (Jan. 24, 1996), “Report of investigation in the matter of County of Orange, California
as it relates to the conduct of the members of the Board of Supervisors.”

Ordinance 0-19320 (Oct. 11, 2004), as amended by Ordinances O-19612 (May 2, 2007) and O-19717 (Feb. 19,
2008).

[

Memorandum from Mark D. Blake to Councilmember Frye, dated April 14, 2008, “Council responsibilities
under federal securities laws for Rating Agency Material,” and Memorandum from John M. McNally to City
Council, dated May 14, 2007, “Federal Securities Law Responsibilities re Review of 2003 CAFR.” See also

letter from Bryan Cave LLP to Les Girard, dated Oct. 29, 2001, “Re: Review of Disclosure Documents as to
Lease Revenue Bonds 20017,

Page 1 of 6
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Disclosure Ordinance, and all other relevant sources and guidelines, tempered by the

practicalities of establishing an efficient process that does not impede the day-to-day operation of
the City.

The principal authoritative guidance regarding a Council member’s review of
disclosure documents is the SEC’s Orange County 21(a) Report (1996). The purpose of the
Report was framed by the SEC as follows:

The Commission is issuing this Report to emphasize the
responsibilities under the federal securities laws of Jlocal
government officials who authorize the issuance of municipal
securities and related disclosure documents and the critical roles
such officials play with respect to the representations contained in
the Official Statements for those securities. . . . When, for example,
a public official has knowledge of facts bringing into question the
issuer’s ability to repay the securities, it is reckless for that official
to approve disclosure to investors without taking steps appropriate
uhder the circumstances to prevent the dissemination of materially
false or misleading information regarding those facts . . . such steps
could have included becoming familiar with the disclosure
documents and questioning the issuer’s officials, employees or

‘ oz‘her agents abouz the dzsclosu; e of those facts ‘(emphasi§’ added)

The SEC staff has- adv1sed in 1nterpret1ng the O1ange County Report, that
members of legislative . bodies may delegate certain disclosure responsibilities, but are still
obligated to exercise reasonable attention to prov1d1ng accurate disclosure”:

.The1r respons1b1ht1es [members of 1eg1slat1ve body approvulo
disclosure documents], however, do include some reasonable
attention to providing accurate disclosure to the ivestors who buy
their bonds and notes. .

May public officials reasonably rely on lawyers, financial
advisors, underwriters.and governmental employees? Absolutely -
just as officials of public companies do. That reliance however -~
must be reasonable.”

*  Remarks of William R. McLucas, Director, Division of Enforcement, SEC, before the Government Finance

Officers Association, addressing the Orange County Report (Jan. 30, 1996).

Page 2 of 6
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The Disclosure Ordinance was written with the intent of ensuring full and
accurate disclosure by the City:

¢ “new disclosure controls and procedures . . . to ensure [A] the
accuracy of rhe Ciry’s disclosures and [B] the City’s

compliance with all applicable federal and state securities
laws” § 22.4105(a)

¢« “Such disclosure controls and procedures shall address the
accuracy of information disclosed by the City in connection
with securities issued by the related entities.” § 22.4105(b)

s “Disclosure Practices Working Group shall be responsible for .
. reviewing the form and content of all of the City’s
documents and materials prepared, issued, or distributed in
connection with the City’s disclosure obligations relating to its
securities.” § 22.4107(a)(1)

. In the course of last few years, as the Disclosure Ordinance and the related
Controls and Procedures have been implemented, the DPWG, in addition to its primary role to
protect the City, has been directed by Council to expand the scope of the documents subject to its
review to include those related entities for which Council members serve as ditectors (e.g., the
Housing Authority) or for which Council acts as the legislative body (e.g., Redevelopment

Agency or Community Facilities Districts). This memorandum is intended to be responsive to
such direction.

In cbnsidering the appropriate manner of review for the disclosure documents
referenced in Appendix A as part of fulfilling Council’s responsibilities, each Council member
should ask himself or herself the following questions:”

1. Am T satisfied that the processes followed [assuming
compliance with the Disclosure Ordinance and the related
Controls and Procedures] in preparing the disclosure document

have been reasonably designed to produce accurate and reliable
information?

2. Do Thave a reasonable basis to have confidence in the integrity
and competence of the members of the DPWG (e.g.,

management, the City Attorney’s disclosure attorneys, and
outside disclosure counsel)?

*  Adopted from the advice provided by the Independent Consultant to the Audit Committee members regarding
their responsibilities in reviewing CAFRs. ’

Page 3 of 6
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3. Do I know anything that would cause me to question the
accuracy of the disclosures or that would indicate that there is a
risk that those disclosures may be misleading?

4. With reference to the disclosure documents, do I know of any
potentially material issues or “red flags” that should be brought
to the attention of management or the DPWG or for which I
would like a further explanation (that is, is there information of
which 1 have actual knowledge that would lead me to believe

that the disclosure document contains materially misleading
information)?

As summarized in the attached chart (Appendix A), we are recommending that
Council members, acting in their capacity as Council members, undertake the following
responsibilities: (a) review and approve Official Statements backed by the City’s General Fund
and Water and Wastewater backed financings, and (b) receive and file the CAFR, upon
completion of the audit and transmittal by the Audit Committee (as was done for the 2003-2006
CAFRs). The Council should consider what role is appropriate for it to play regarding review
and approval of (1) Rule 15¢2-12 annual filings, (2) rating agency presentations, and (3) postings
on the City’s investor information webpage. The Council may determine to delegate the
respons1b1hty to review and approve such documents to the DPWG, but such delegatlon is only
proper if a Councilmember has answered “ yes > to questlons 1 and 2 above, and “no” to’ questlons
3 and 4. Any d1fferent aniswer would require the Counoﬂmember to reconsider the process that
should be followed, mcludmg his or her own role in the plocess '

Pursuant to contmumg disclosure agreements the City has executed in accordance
with Rule 15¢2-12, the City is responsible for filing annual reports for 26 distinct bond
financings, resulting in 13 filings each calendar year. The large number of such financings
makes it difficult to have both the DPWG and the Council review such documents. More
importantly, the content of such filings is largely derived from audited financial statements
which, in addition to review by DPWG, are also reviewed by the Audit Committee and Council.

In addition to the financial statements of the City, there are financial statements of
blended component units and discretely presented component units. The two discretely
presented componént units, the Convention Center Corporation and the Housing Commission,
have stand-alone financial statements. The blended component units are included within the
City’ financial statements, although two of such units, RDA and SDCERS, have stand-alone
financial statements. The Council also should decide the extent to which it may wish to review,
or delegate to the DPWG the review of, any such financial statements. In general, such
statements are seiting forth financial information that is operational in nature and which may not
be material to investors in either the City’s securities or the securities of any such units. On the
other hand, the Council, not acting as the Council but acting in the other capacities listed in
Appendix A, receives and files the financial statements of SDHC and RDA. As a result, the
Council may determine that it wants such financial statements reviewed by DPEWG. If that were
to occur, DPWG would need the appropriate personnel of SDHC and RDA to assist in any such
review. In addition, in light of the additional burden such reviews could impose upon the DPWG
when it is reviewing other City disclosures, the DPWG may properly determine to delegate
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review of the SDHC and RDA financial statements to certain of its members, working together
with appropriate personnel of such entities.

Should you have a concern about a disclosure issue at any time, your best course
of action is to commumnicate such concern in writing to an appropriate representative of
management, with a copy to the City Attorney and outside disclosure counsel. In this way, you
can discharge your responsibilities under the federal securities laws, and best assure that steps
will be taken to incorporate such information into the City’s disclosure material.

This memorandum has been reviewed by, and received the concurrence of, both
the City Attorney and the Independent Consultant.

Page 5 of 6
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Appendix A

Approved by Approved by

DPWG City Council
Official Statements
General Fund Securities v v
Water/Wastewater v v
Housing Authority v vl
Tobacco Corporation v Not Required2
Redevelopment Agency v V3
CFDs/Assessment Districts v’ v’
City’s Financial Statements (CAFRs) v vE
Stand-alone Financial Statements
Discretely Presented Component Units
SDCCC No Not Required
SDHC TBD Yes®
Blended Component Units
RDA TBD Yes’
SDCERS No Not Required
15¢2-12 Annual Filings v Not Required
Rating Agency Presentations v Not Required
‘Postings on Investor Information Webpage v Not Required
Press releases and other misc. materials not No No

posted on Investor Information Webpage

Council acting as the Housing Authority.

By ordinance, the Council “acknowledged” the “execution and delivery by the [Tobacco] Corporation” of the
Corporation’s Official Statement.

Council acting as the legislative body of the Redevelopment Agency.

Council acting as the legislative body of the Community Facilities Districts.

“Received and filed.”

City Council, acting in its capacity as the Housing Authority, approves the financial statements of SDHC.

City Council serves as the governing board of the RDA.
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Attachment to Disclosure Responsibilities under Federal Securities Laws — the Public Facilities
Financing Authority of the City of San Diego Lease Revenue Refunding Bonds Series 2016
(Ballpark Refunding) — Certifications
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Certification of Mayor to City Council

Certification of City Attorney to City Council
Certification of Chief Financial Officer to City Council
Transmittal from DPWG to City Council

Certification of Debt Management Director to DPWG
Certification of Chief Financial Officer to DPWG
Certification of City Comptroller to DPWG

Certification of Financial Management Director to DPWG
Certification of Risk Management Director to DPWG

. Certification of Chief Investment Officer to DPWG

. Certification of City Attorney to DPWG

. Certification of Real Estate Assets Department to DPWG

. Certification of Public Works Director to DPWG

. Certification of Transportation and Storm Water Director to DPWG
. Certification of Human Resources Director to DPWG

. Certification of SDCERS to DPWG

. Transmittal from Financing Group to DPWG



CERTIFICATION TO CITY COUNCIL OF THE PRELIMINARY OFFICIAL STATEMENT
FOR THE PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO
LEASE REVENUE REFUNDING BONDS SERIES 2016 (BALLPARK REFUNDING)

City Council:

I have reviewed the Preliminary Official Statement for the Public Facilities Financing Authority
of the City of San Diego Lease Revenue Refunding Bonds Series 2016 (Ballpark Refunding)
(Disclosure Document), and [ hereby certify that, to the best of my knowledge, 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. /f""‘“"‘"“ ,

.

Kevin L. Faulcoder, May&

2/3 /16

Date



Office of

The City Attorney

City of San Diego
DATE: February 3, 2016
TO: Council President and Members of the City Council
FROM: Jan I. Goldsmith, City Attorney

SUBJECT:  Certification Regarding Preliminary Official Statement for the Public Facilities
Financing Authority of the City of San Diego Lease Revenue Refunding Bonds
Series 2016 (Ballpark Refunding)

I hereby certify to the City Council, pursuant to Municipal Code §22.4112(a), to the best of my
knowledge as of the date set forth above, the Preliminary Official Statement for the Public
Facilities Financing Authority of the City of San Diego Lease Revenue Refunding Bonds Series
2016 (Ballpark Refunding) (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.

This certification is made subject to the following understandings:

1. T have not participated in any meetings of the Disclosure Practices Working Group
(“DPWG”) at which the Disclosure Document was considered.

2. My certification is provided in reliance on the accuracy and veracity of various
certifications provided by City staff to DPWG regarding the information included in the
Disclosure Document and the procedures followed in its preparation.

3. Thave reviewed the Disclosure Ordinance (O-19320, as amended), the DPWG Disclosure
Controls and Procedures, and the memorandum to the City Council regarding the
Council’s disclosure responsibilities under Federal securities law (Council
Memorandum). My certification is provided in reliance on the understanding that the
steps outlined in the Council Memorandum were completed as set forth therein.

4. This certification only covers those matters within my officiahpurview as City Attorney.

J nl Goldsm1th
Clty Attorney

JIG:bew



Certification of Chief Financial Officer Regarding Official Statements
City Council:

I have reviewed the Official Statement for the Public Facilities Financing Authority’s
Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding) (Disclosure Document) and
compared the City CAFR 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 Chief Financial
Officer. Ihereby certify that, to the best of my knowledge:

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

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

3. that the financial statements and other financial information from the City CAFR
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

CAFR. ’

Ma{'yvlewis,
Chief Finangial Officer




TRANSMITTAL OF PRELIMINARY OFFICIAL STATEMENT
RELATED TO THE ISSUANCE OF :
THE PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO
LEASE REVENUE REFUNDING BONDS SERIES 2015 (BALLPARK REFUNDING)

City Council:

On December 17, 2015 and January 6, January 20, and January 22, 2016, the Disclosure
Practices Working Group (DPWG) reviewed the Preliminary Official Statement with respect to
the Public Facilities Financing Authority of the City of San Diego Lease Revenue Refunding
Bonds Series 2015 (Ballpark Refunding), including the draft that was provided to the City
Council on January 26, 2016 for docketing at the February 9, 2016 meeting of the City Council
(Disclosure Document). The Disclosure Document was reviewed in accordance with the
procedures set forth in Section 5.2 of the Disclosure Controls and Procedures. In the best

Dated: 2_! Z Z “Q

DPWG:

Scott Chadwick, Chief Operating Officer

Mary Lewis, Chief Financial Officer

Lakshmi Kommi, Director of Debt Management

Bret Bartolotta, Deputy City Attorney

John McNally, Hawkins Delafield & Wood LLP, Outside Disclosure Counsel

Deputy City Attorney
Disclosure Coordinator



Certification by Director of Debt Management to
Disclosure Practices Working Group

Disclosure Practices Working Group:

To the best of my knowledge, the Disclosure Controls and Procedures were
followed in the preparation of the Preliminary Official Statement for the Public Facilities
Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark
Refunding) (Disclosure Document) that will be considered by the City Council at the

Council meeting of February 9, 2016, [9\ C> I
J - M .
Dated:S®wr L6 20 [(, - .
f Lakshmi Kommi,

Director of Debt Management




Certification of Chief Financial Officer to DPWG

DPWG:

I have reviewed the information in the Official Statement for the Public Facilities
Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding),
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 Chief Financial Officer. In the event of any material change to the attached disclosure
between the date of this letter and March 15, 2016, T shall immediately advise DPWG.

WM ,/A,/w%

Mary Léwis,
Chief Financjal Officer



Certification from City Comptroller to DPWG
DPWG:

[ am City Comptroller, The Comptroller’s Office (Department) has provided information
San Diego Senior Sewer Revenue Refunding Bonds, Series 2016A (Disclosure Document) and I,
along with other individuals in the Department are Contributors as that term is used in Disclosure
Controls and Procedures. I, with the assistance of Contributors on my staff, have reviewed the
information we have provided or which concerns my area of operational responsibility. Such
assistance includes obtaining assurances from the Contributors as fo their review and the
information contributed. I understand that I am responsible for the information provided by the
Department. By this certification, ] am representing to DPWG that the information provided by
or concerning the Deparfiment is, to the best of my knowledge, accurate and complete. [ hereby
certify that the Department has complied with the requirements of the Disclosure Controls and
Procedures and that I have atfended the federal securities law training seminar conducted by the
City’s outside disclosure counsel or viewed a recorded version thereof. This certification is
provided &s of the date below. In the event of any material change to the information provided
between the date of this certification and April 18, 2016, T shall promptly advise DPWG.

e

Roteido Charvel
City Comptroller/Office of City Comptroller

Date: | 727/ / A

Contributors:
Scott Clark
Chiris Purcell
Teri Smith




Certification from Financial Management to DPWG
DPWG:

[ am the Director of the Financial Management Department (Department). The Department
has provided information for the Preliminary Official Statement for the Public Facilities Financing
Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding) (Disclosure
Document) and 1, along with other individuals in the Department are Contributors as that term is
used in Disclosure Controls and Procedures. I, with the assistance of Contributors on my staff,
have reviewed the information we have provided or which concerns my area of operational
responsibility. Such assistance includes obtaining assurances from the Contributors as to their
review and the information contributed. I understand that I am responsible for the information
provided by the Department. By this certification, I am representing to DPWG that the information
provided by or concerning the Department is, to the best of my knowledge, accurate and complete.
I hereby certify that the Department has complied with the requirements of the Disclosure Controls
and Procedures and that I have attended the federal securities law training seminar conducted by
the City’s outside disclosure counsel or viewed a recorded version thereof. This certification is
provided as of the date below. In the event of any material change to the information provided
between the date of this certification and March 15, 2016, I shall promptly advise DPWG.

c Hiy e Chano

Tracy McCrane,
Director, Finaneigl/Management

Date: i‘i‘)—'%! [ (Xr

Contributors:
Matt Vespi
Adrian Del Rio
Raul Gudino




Certification from Risk Management to DPWG

DPWG:

I am the Director of the Risk Management Department (Department). The Department
has provided information for the Preliminary Official Statement for the Public Facilities
Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding)
(Disclosure Document) and I, along with other individuals in the Department are Contributors as
that term 1is used in Disclosure Controls and Procedures. 1, with the assistance of Contributors on
my staff, have reviewed the information we have provided or which concerns my area of
operational responsibility. Such assistance includes obtaining assurances from the Confributors
as to their review and the information contributed. I understand that I am responsible for the
information provided by the Department. By this certification, I am representing to DPWG that
the information provided by or concerning the Department is, to the best of my knowledge,
accurate and complete. I hereby certify that the Department has complied with the requirements
of the Disclosure Controls and Procedures and that 1 have attended the federal securities law
training seminar conducted by the City’s outside disclosure counsel or viewed a recorded version
thereof. This certification is provided as of the date below. In the event of any material change
to the information provided between the date of this certification and March 15, 2016, 1 shall

promptly advise DPWG.
J uﬁcﬂ Canizal 2
Risk Management Director
Date: \{'L‘T} | ﬁo

Contributors:

Estella Montoya

Bill Walker

Claudia Castillo del Muro



Certification of Chief Investment Officer to DPWG

DPWG:

I have reviewed Preliminary Official Statement (Disclosure Document) for the
Public Facilities Financing Authority’s Lease Revenue Refunding Bonds, Scries 2016
(Ballpark Refunding) (Bonds) under the heading “Investment of Funds” in Appendix A
thereto. The information provided by our office in the Investment of Funds section has
been reviewed by me and/or individuals in my office. Irelied on the individuals in my
office, as well as other individuals from other City Departments and outside financial and
legal professionals engaged by the City, to ensure the accuracy and completeness of the
information in the Disclosure Document.

I have reviewed and complied with the procedures set forth in Section 4.3(c) of
the Disclosure Controls and Procedures. Also, I attended the federal securities law
training conducted by the City’s outside disclosure counsel and the City Attorney’s
office. In the event of any material change to the information under the Investment of
Funds section in the Disclosure Document between the date of this letter and March 15,
2016, 1 shall promptly advise DPWG.

Dutet: AP |\ /)/“}Ql [Vlows

(

Kent J Morrfs, Chief Investment Officer




Certification from City Attorney’s Office Regarding Litigation

DPWG:

The litigation section of the Preliminary Official Statement (Disclosure Document) for
the Public Facilities Financing Authority’s Lease Revenue Refunding Bonds, Series 2016
(Ballpark Refunding) (Bonds) has been reviewed by the appropriate attorneys, and the included
disclosure reflects all material pending litigation. For purposes of this letter, the term “material”
means (i) any litigation 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,
the pledge of revenue for, or the power of the City to issue, the Bonds, (ii) any litigation or
pending regulatory action the potential exposure for which is greater than $10,000,000. In the
event of any material change to such information between the date of this letter and the
scheduled detivery date for the bonds, I shall immediately advise DPWG.

Ad 0

Brant Will,
Deputy City Attorney for Finance and Disclosure




Certification from READ to DPWG
DPWG:

I am the Director of the Real Estate Assets Department (Department). The Department
has provided information for the Preliminary Official Statement for the Public Facilities
Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding)
(Disclosure Document) and I, along with other individuals in the Department are Contributors as
that term is used in Disclosure Controls and Procedures. 1, with the assistance of Contributors on
my staff, have reviewed the information we have provided or which concerns my area of
operational responsibility. Such assistance includes obtaining assurances from the Contributors
as to their review and the information contributed. I understand that I am responsible for the
information provided by the Department. By this certification, I am representing to DPWG that
the information provided by or concerning the Department is, to the best of my knowledge,
accurate and complete. Ihereby certify that the Department has complied with the requirements
of the Disclosure Controls and Procedures and that I have attended the federal securities law
training seminar conducted by the City’s outside disclosure counsel or viewed a recorded version
thereof. This certification is provided as of the date below. In the event of any material change
to the information provided between the date of this certification and the scheduled delivery date
for the bonds, March 15, 2016, I shall promptly advise DPWG.

Cybele Thompson, Director
Real Estate Assets Department

Date: //é 8//;/ @ ‘

Contributors:
John Casey
Jean Catling



Certification from Public Works to DPWG

DPWG:

I am the Director of the Public Works Department (“Department”). The Department has
provided information for the Preliminary Official Statement for the Public Facilitiecs Financing
Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark Refunding) (“Disclosure
Document™) and I, along with other individuals in the Department are Contributors as that term
is used in Disclosure Controls and Procedures. I, with the assistance of Contributors on my staff,
have reviewed the information we have provided or which concerns my area of operational
responsibility, specifically, the information under the heading “General Fund Infrastructure and
Multi-year Capital Program” on pages A-21 and A-22 of the Disclosure Document. Such
assistance includes obtaining assurances from the Contributors as to their review and the
information contributed. I understand that I am responsible for the information provided by the
Department. By this certification, I am representing to DPWG that the information provided by
or concerning the Department is, to the best of my knowledge, accurate and complete. I hereby
certify that the Department has complied with the requirements of the Disclosure Controls and
Procedures and that I have attended the federal securities law training seminar conducted by the
City’s outside disclosure counsel or viewed a recorded version thereof. This certification is
provided as of the date below. In the event of any material change to the information provided
between the date of this certification and March 15, 2016, I shall promptly advise DPWG.

JamegNagelvoort, City Engineer
Pyplic Works Department, Director

Date: I///Zg;//(

Contributors:



Certification from Transportation & Storm Water to DPWG
DPWG:

I am the Director of the Transportation & Storm Water Department (Department). The
Department has provided information for the Preliminary Official Statement for the Public
Facilities Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark
Refinding) (Disclosure Document) and I, along with other individuals in the Department are
Contributors as that term is used in Disclosure Controls and Procedures. 1, with the assistance of
Contributors on my staff, have reviewed the information we have provided or which concerns
my area of operational responsibility. Such assistance includes obtaining assurances from the
Contributors as to their review and the information contributed. 1 understand that 1 am
responsible for the information provided by the Department. By this certification, I am
representing to DPWG that the information provided by or concerning the Department is, to the
best of my knowledge, accurate and complete. I hereby certify that the Department has complied
with the requirements of the Disclosure Controls and Procedures and that I have attended the
federal securities law training seminar conducted by the City’s outside disclosure counsel or
viewed a recorded version thereof. This certification is provided as of the date below. In the
event of any material change to the information provided between the date of this certification
and March 15, 2016, [ shall promptly advise DPWG.

Kon M&N’W 9{(//(4

Kris McFadden, Director
Transportation & Storm Water Depal'tment

Contributors:

Andrew Kleis, Deputy Director

Storm Water Division

Transportation & Storm Water Department




Certification from Human Resources to DPWG
DPWG:

I am the Director of the Human Resources Department (“Department”). The Department
has provided information for the Preliminary Official Statement for the Public Facilities Financing
Authority’s Lease Revenue Refunding Bonds, Series 2015 (Ballpark Refunding) (‘“Disclosure
Document”) and I, along with other individuals in the Department are Contributors as that term is
used in Disclosure Controls and Procedures. I, with the assistance of Contributors on my staff,
have reviewed the information we have provided or which concerns my area of operational
responsibility. Such assistance includes obtaining assurances from the Contributors as to their
review and the information contributed. I understand that I am responsible for the information
provided by the Department. By this certification, I am representing to DPWG that the information
provided by or concerning the Department is, to the best of my knowledge, accurate and complete.
I hereby certify that the Department has complied with the requirements of the Disclosure Controls
and Procedures and that I have attended the federal securities law training seminar conducted by
the City’s outside disclosure counsel or viewed a recorded version thereof. This certification is
provided as of the date below. In the event of any material change to the information provided
between the date of this certification and March 15, 2016, I shall promptly advise DPWG.

von/Kallnowski, Director
an Resoprces Department

Date: "W/(b

Contributors:
Karen DeCrescenzo, Deputy Director
Abby Jarl-Veltz, Labor Relations Manager



SDCERS

San Diego City Employees’ Retirement System

Mark A. Hovey
Chief Executive Offlcer

Certification from the San Diego City Employees” Retirement System to DPWG
DPWG:

I am the Chief Executive Officer of the San Diego City Employees’ Retirement System
(SDCERS). SDCERS has provided information for the Preliminary Official Statement for the
Public Facilities Financing Authority’s Lease Revenue Refunding Bonds, Series 2016 (Ballpark
Refunding) (“Disclosure Document”) and I, along with other individuals at SDCERS are
Contributors as that term is used in Disclosure Controls and Procedures. I, with the assistance of
Contributors on my staff, have reviewed the information we have provided under the heading
“SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM” on pp, A-28 to A-36, which
concerns my area of operational respounsibility, To that extent, this certification does not cover
information concerning the distribution of pension costs fo the City’s General Fund nor does it
include any information concerning the Proposition B litigation, This excluded information is
solely the responsibility of the City. The assistance 1 have received includes obtaining
assurances {rom the Contributors as to their review and the information contributed. 1
understand that I am responsible for the information provided by SDCERS. By this certifieation,
I am representing to DPWG that the information provided by or concerning SDCERS is, to the
best of my knowledge, accurate and complete.' I hereby certify that SDCERS has complied with
the requirements of the Disclosure Controls and Procedures, except for the federal securities law
training seminar, which has not been conducted for SDCERS Contributors, This certification is
provided as of the date below. In the event of any material change to the information provided
between the date of this certification and March 15, 2016, I shall promptly advise DPWG.

Mark A Hovey, Chief/fExecutive Officer
SDCERS

Date: C2

Contributors:
- Mareelle Voorhies Rossman

! Specifically including the changes presented on the attached pages,
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City Council approval and amenduients to retirement benefits roquire a majority vote by those SDCERS
memhers who are also cligible City employees or retiress. Benefit increases also require a majority vote of the
public. All approved benefit changes are codified in the City’s Municipal Code. The plans cover all eligible
employees of the City, the Part, 4nd the.Alrport, All City employees initially hived before July 20, 2012
working half-tinie or greater, all sworn polive dfficers of the City itvespective of hire date, and full-time
entployees of the Port-and the Alrport are eligible for memibership and ave required to join SDCERS,

Due to the implementation of Proposition B, discussed below, as of July 20, 2012, SDCERS is ¢losed
tonew City employees, except for the Police plan, which will rémain open. SDCERS is considered part of the
City’s financial reporting entity and is included in the City's CAFR as a pension frust fund. See Note 11,
“Pension Plans,” in the City’s Piscal Year 2015 CAFR. SDCERS also prepates its own Comprehensive
Annual Finanscial Report, the most recent of which is for Fiscal Year 2015,

The amounts and percentages set forth under this caption relating to SDCERS, including, for example,
actugrial acerved Habilities and funded ratios, are based wpon humerous demographic and economic
assumptions, including investment feturmn rates, iuflation rates, salary increase rates, cost.of living sdjustments,
postemployment niortality, active member mortality, and rates of retivsment. Prospective purchasers of the
Series 2016 Bonds ate-cautioned to review and earefully assess the reasonablencss of the assnmptions get forth
in the documents that are cited as the sources for the information under this caption, In addition, the
prospective purchasers of the Series 2016 Bonds are cautioned that such sources and the undetlying
assumptions speak as of their respective dates, and are subject to change, Prospective purchasers of the Series
2016 Bonds should also be aware that some of the information presented under this eaption contains forward-
looking statements and the -actual results of the pension system may differ materially ffom the information
pregented hefein,

The information disclosed hereini velates solely to the City’s. participation in SDCERS and not to the
participation of the Alrport or the Port, Cify employment classes participating in the City’s defined benefit
plan are elected officers, gemeral employees and safety employees (including police, fire and lifoguard
members). These olasses are represented by various unjons depending on the type and uature of work
performed, except for elected officialy, unclassified and unrepresented employees,

‘ TABLE A7
CITY OF SAN DIEGO PLAN MEMBERSHIP
As of June 30, 2015
General Safety Total by Classification

Active Members 4,870 2,180 7,050

Inactive Members 2,329 569 2958 1.9 3
Retirees 4,861 3,111 7,972

DROP Participants® 696 435 1,131

Total Membets, as of June 30, 2014 12,756 6,295 19411 | 4 0%\

W Participants in the Deferred Retirement Option Plan (“DROP®) no longer adorué servics credits and do not make

contributions to SDCERS, They continue to work for the Clty and confribute 3.05% of their salary, with an employer
mstoh, dnto a personal DROP aceount, Their service retirament beneflt is also deposited into thelr DROP agcount and they
must retire within five ysarg of entering DROP. Bmployses hired aftér June 3G, 2005 are ineligible for DROP,

‘Source; SDCERS Comprehensive Annual Finanejal Report 2015,

The City is xequired to make contributions to the pension system as determined by the SDCERS
Board. Pension contributions are authorized and appropriated annually in accordance with the sdoption of the
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City's annual budget, The City’s Actuarially Determined Conivibution '(_“ADC”)(') is calonlated by the
SDCERS! actusiry, Cheiron, Ine. (*Cheiron™) and approved by the SDCERS Board., Cheiron conducts an
actuarial andlysis for SDCERS annually, the most recent of which s the June 30, 2014 Annual Actuarial
Valuation of SDCERS, dated February 26, 2015 (the “2014 Valvation™)., The 2014 Valuation serves as the
bauis for the City’s pension contribution for Fiscdl Year 2016. "The-City’s actual annual pension contribution
may differ from the ADC based ot a numiber of faotors discussed below, but the pension contribution is not
expeoctad to be less than the ADC {n any Fisoal Year.

Actnarial Assumptions and Methods
Funding Methed

Cheiron caleulates the City’s ocontribution using the Bntry Age Normal (*|EAN”) actuarial funding
method, Under BAN, there are two components 1o the total contribution: the normal cost and an amertization
payment on any unfunded actuarially acerued lubility (“UAAL”). For Fiscal Year 2016, g third component
witl-be added representing a portion of SDCERS expected administrative expenses, as discussed below. The
normal ¢ost (associated with active employees only) is the present valiig of the benefits that SDCERS expects
to bevome payable in the future attributable to the current-year's employmerit, Normal cost is computed 4s the
level annual percentage of pay roquired to-fund the retirentent bénefits between esch member's date of hire and
assumed retivement. The difference between the EAN actuarial liability and the acinarial value of assets is the
VAAL.

Antortigation Peiiods and Methodology

The UAAL as of June 30, 2014 for the Police pertion of SDCERS iy amoriized over several different
closed perfods as follows: changes in the UAAL due to changes in methods and assumptions are amortized
over 30 years, changes in the UAAL due to benefit changes are amortized over five years, the outstanding
balance of the Fiscal Year 2007 UAAL is amortized over a closed 20 year period (such that, as of Fiscal Year
2015, 13 -years of amortization remain), and sybsequent yearly experience gains and losses are amortized over
15 years. .As a result of Proposition B and in cempliance with then-curronf GASB standards, the non-Police
portion of UAAL is amottized over 15 years. Finally, if necessary, there is an additional UAAL cost
component to ensure that thére is no negative amortization in any year, Also as a result of Proposition B, the
non-Police portion of the UAAL is amortized using the lovel dollar method while the Police portion is
amortizéd using the level ‘percefitage of payroll method. Level dollar amortization generally results in
decreasing inflation-adjusted payments over titiie whereag level percentage of payroll amortization generally
results in level inflation-adjusted payments over time,

was
In January 2015, the SDCERS Board voted to-aceount for -cxpﬁcte%dminisﬁ'ative expenses explicitly
48 & ¢ost component in the ADC, The adminisirative expense componenti $4.2 million for Fiseal Year 2016,
based on a thiee-year phase i of $12.5 million in expecied expenses. In Fiscal Year 2017 two-thirds of
expected administiative expenses will be sdded to the ADC and begiuning in Fiscal Year 2018 100% of
expected administrative ekpenses will be added fo the ADC,

Actuavial Assumptions

The following are the principal actuarial assumptions used by Cheiron in prépating the 2014
Valuation, The actuarial assumptions reflect recommendations approved by the SDCERS Board in Novembier
2013 and were also used In the preparation of the Fiseal Year 2013 Actuarial Valuation, with the exception of
the assumiption related to administrative expenses,

M Actunrially Determined Condribution (*ADC™) has replaced the Annual Required Contibution (*ARC”) as the funding
polloy for SDCERS, This change, in accordanes with GASB 67, was approved by the SDCERS Board in Novewmiber 2013,

This aotion formallzed & funding policy thet is based on the existing practices formerly wsed to-develop the ARG, which are
desoribed above under the caption “Funding Method
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This funding policy requires the ADC to be caleulated in the same manner previously used to calculate the
City®s annual required contribution (*ARC™),

The City fmplemented GASB 68 and 71 in Fiscal Year 2015, This resulted in significant financial
aceounting and reporting changés to the City’s financial statements, The most significant change stems from
the requireinent that the City record, it it Statement of Net Position, the Net Pension Liability (“NPL") rslated
to defined benefit retirement plans offeied to City employees. Thé NPL represents the differsnce between the
Total Pension Liability and the fair value of pension assets, The City elected to use Fiscal Year 2014 as its
measurement date, which means that the Net Pension Liability (“NPL”) reported in the City’s Comiprehensive
Annual Finaneial Report for the Fiacal Year ended June 30, 2015 is based ou the fair value of pension assets as
of June 30, 2014 and the Total Pension Liability as of the valuation date, June 30 2013, updated to June 30,
2014, GASB 68 and 71 also require that certain pension related inflows and outflows be deferred and
recogriized in subsequent periods. As of June 30, 2015, the City veported an NPL of $1,535 billon, Because
the General Fund financial statements use the current financial resources measurement focus, which generally
excludes long-term Habilitles from the balance sheet, there is sio allocation of the NPL to the General Fund.
However, the General Fund pays a significant portion of the ADC each year, Table A9 shows the General
Fund’s share of the-ADC from Figeal Year 2012 through 2016,

The measurement of the City’s NPL assumes a long-term expected rate of return of plan investiments
of 7.25% (the *“Discount Rate™), A change in the assumed Discount Rate wonld have a significant effect on
ihe mengnrenient of the NPL. For example, a 1% decrease in the agsumed Discount Rate to 6.25% would
inoteage thé City*s Fiscal Year 2015 NPL by $880 million, or 57%; and a 1% increase in the assumed Discount
Rate 10 8,25% would decrease itie City’s Fiscd]l Year 2015 NPL by $731 million, or 48%.

Funding Stntus’~ bﬁéﬁed N {lmﬁ@\ d@;\wﬁ @g as

Accoptling to the 2014 Valuation, at Tune 30, 2014, the City had a UAAL of $2.030 billion and a
funded ratio®of 74.2%. The UAAL decrcased by $207.6 million over the UAAL set forth in the Annual
Actuarial Valuation at June 30, 2013, whioh was $2.237 billion, and the funded ratio incressed by 3.8%. The
primary cause for the decrease in the UAAL was investment experience greater than projected, This decreased
the UAAL by $131.8 million, Partially offsetting this was a liability experience loss which increased the
UAAL by $28.1 million. Pieliminary data from Cheiron shows the WAAL at Jane 30, 2015 decreasing to
$2.002 billion and the funded ratio increasing {0 75,6%, The UAAL at Tune 30, 2015 is higher than expected
atid the funded ratlo is lower than expected due pringsipally to the SDCERS Board’s reduction of the assumed
investment return rate discussed abgve,
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Citywide and Genexal Fund Pengion Cantribittions

The City’s Pension Plan ADC for Fiscal Year 2016 is $254.9 million. The City’s pension plan
payment is typically made on July 1 of each fisenl year, Including Fiseal Year 2016, Preliminary data related
to the actuarial valvation at June 30, 2015 shows the ADC for Fiscal Year 2017 increasing to $261.1 milfion,
This amount is subject to change pending the preparation and adoption of the 2015 Actuatial Valuation, POB
Plan contributions are made on a monthly bagis as payments are owed to beneficlaries,

Table A-9 sets forth the City’s ADC and pension ocontributions and the General Fund’s sharc
payments for Fiseal Years 2012 through 2016 (budgeted). Prior to Fiscal Year 2014, in addition to the City
contributions set forth in the table below, the City made certain penision confributions on behalf of certain
employee groups. As of Fiscal Year 2015, the City no longer pays any portion of employeé -pension
contributions.

TABLE A-9
CITY-OF SAN DIEGO
PENSION CONTRIBUTION
Fiscal Yedrs 2012 through 2016
(8 In Thousands)
. Genergl
e DR e\ NOC Fund
_ Pension
Contribution
Fiseal 7 as a Percent
Year  Pension | POB  Totadl ¢ Pension Gengral Fund  of General
ended Plun Plaw Plgn /  Plan POB Plan  Total Penslon Pension Fund
June 30 C¥ ARC ARG Contrlbution Coutributlon Contribution™ Contribution®  Revénues™
2012 $231,200 $1,269 $232469  $231,200 $1,687 $232,828 $181,363 16.1%
2013 231,100 1,314 232,414 231,100 1,572 232,672 181,883 16.5%
2014 275400 708 276,108 275,400 1,403 276,803 213,457 16.9%
2015 263,600 876 264476 263,604 1,700 265,304 192,846 14.7%
20169 254,900 842 255,742 254,902 1,500 256,402 189,103 4.7%

Comprised of the pension plan contribution.and the POB Plan contribution; may not sum dite to rounding,
Bxeapt for Pension Plan ARC/ADC, all ather amounts are budgeted.
Génera] Fuiid Revenues for Fiseal Year 2012 — 20135 aré audited-and for Fiscal Year 2016 are budgeted,

Source: SDCERS Comprehensive Annusl Finanoisl Reports; Cheiron Aotuacial Valuations for Pension Plan ARC/ADC;
SDCERS for POB Plan ARCHSEE, Comptrolier’s Office, City of San Diego for Total Plan ARC/ADC, Pension Plan
Contribution, POB Plan Contribution, Total Pension Contribution, General Pund Pension Contribution (2012-2015)
aud General Fund Ponsion Contribution as a Percent of General Fund Revenues (2012-2015); Findnoial Management,

City of San Diego for Genérul Fund Pension Contribution {2016) and Genersl Fuid Pension Contribution as a Percent
of General Pund Revenues (2016),

Prospective Funding Status

As part of its actuarial valnations for SDCERS, Cheiron preparés projected financial {rends fo show
the City’s expected cost progression, The following table uses the actuarial assumptions and methodologies
discussed above, including the révised assumptions that will be used for the 2015 Actudria] Valuation. The
table also assumes the validity of Proposition B, which is discussed below. Itis inipoitant to note that the table
uses investment roturns as assumed, 7.125% in Fiscal Year 2016 and 7% annvally thersafter. These exdot
retuens are unlikely given the historical vesiability in annual investrent returns. The Clty expeocts investmert
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Transmittal of Preliminary Official Statement
by Financing Group
to Disclosure Practices Working Group

Disclosure Practices Working Group:

The Financing Group has, with respect to the Preliminary Official Statement
relating to the issuance of the Public Facilities Financing Authority Lease Revenue
Refunding Bonds, Series 2016 (Ballpark Refunding) (“Disclosure Document”™), to the best
of the individual knowledge of its members: (i) performed the responsibilities set forth in
subsection B. of Section 4.3 of the Disclosure Controls and Procedures; and (ii) in the best
judgment of the individual members of the Financing Group and in reliance on the
information provided by the City departments listed in the Contributor Log and the
certifications to be provided by contributing Department Directors, the Disclosure
Document was in substantially final form when it was submitted for review to the
Disclosure Practices Working Group, with information to be updated as indicated in the
Disclosure Document or as otherwise required.
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Date %/,77//@ Chestet— Kbty ~

ElizabethKelly, on behalf of the Financiflg Group
Title: Debt Manager, Debt Management Department

Public Facilities Financing Authority Lease Revenue Refunding Bonds, Series
2016 (Ballpark Refunding) Financing Group:

Chuck Wolf, Nixon Peabody, LLP (Transaction Counsel)

Brant Will, Deputy City Attorney, City Attorney’s Office

Elizabeth Kelly, Debt Manager, Debt Management

Baku Patel, Debt Coordinator, Debt Management

Tracy McCraner, Financial Management Director

Scott Clark, Deputy Director, Comptroller’s Office

Teri Smith, Principal Accountant, Comptroller’s Office

John Casey, Ballpark Administrator, Real Estate Assets Department



