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RECOMMENDATION

Accept the presentation “Elected Officials’ Roles and Responsibilities in Municipal Bond
Disclosure™.

SUMMARY AND OUTCOME

Acceptance of the presentation will inform the City Council on their roles and responsibilities
regarding municipal bond disclosure. Training for staff and governing boards complies with the
Administration Disclosure Policies and Procedures! and advances the Debt Management Policy?
objectives.

BACKGROUND

The City Council Debt Management Policy 1-15 outlines the City policy commitment to full and
complete disclosure of financial information and other information relevant to investors in the
issuance of new debt and administration of existing debt. Additionally, the Policy requires City
Council/City of San José Financing Authority/Successor Agency to the Redevelopment Agency
review and approval of the Offering Document/Official Statement for bond issuances. The
approving board is based on the issuer of the bonds. The Policy requires the Administration to
develop and maintain detailed written policies and procedures which includes guidelines for
regular training for City Council and key City staff. Finally, the Policy identifies the officials

! Disclosure Policies and Procedures in City’s Administrative Policy Manual - CPM 7 Disclosures Policies and
Procedures (sanjoseca.gov)

2 Debt Management Policy, Council Policy 1-15 -
https://www.sanjoseca.gov/home/showpublisheddocument/12869/636669975466830000; amendments to the Debt
Management Policy are recommended as separate item on the March 21, 2023 Agenda.



https://www.sanjoseca.gov/home/showpublisheddocument/61169/637292207533100000
https://www.sanjoseca.gov/home/showpublisheddocument/61169/637292207533100000
https://www.sanjoseca.gov/home/showpublisheddocument/12869/636669975466830000

HONORABLE MAYOR AND CITY COUNCIL

March 13, 2023

Subject: Elected Officials’ Roles and Responsibilities in Municipal Bond Disclosure
Page 2

designated to communicate information concerning the City that may be material to investors —
the City Manager and Director of Finance are the City’s sole designated officials.

The presentation at the March 21, 2023 City Council meeting is part of the regular training for
the City Council. On March 15, 2023 a training is scheduled for City Senior Staff and individuals
throughout the organization responsible for assisting the development and review of municipal
bond disclosure document(s).

ANALYSIS

The Director of Finance, representatives from Jones Hall, bond and disclosure counsel for the
City, and the City Attorney’s Office will present the materials and be available to answer
questions.

The presentation outline is as follows:

e Introduction
e Overview of Municipal Bonds & Key Players
e Overview of Federal Securities Laws
= Key Laws
= SEC Perspective on Municipal Market
= Enforcement Actions
e Elected Officials’ Role in Municipal Bond Disclosure
e City Disclosure Policies and Procedures
e Conclusion
e City Council Discussion

Additional information on the City debt portfolio as of June 30, 2022 are in the Comprehensive
Annual Debt Report posted on the Finance Department webpage.®

EVALUATION AND FOLLOW-UP

Periodic training will be provided to the City Council regarding its roles and responsibilities in
municipal bond disclosure; a refresh on the City Council roles and responsibilities is provided at
the time of City Council approval of each municipal bond issuance.

3 FY 2022 Comprehensive Annual Debt Report -
https://www.sanjoseca.gov/home/showpublisheddocument/92714/638055795782970000



https://www.sanjoseca.gov/home/showpublisheddocument/92714/638055795782970000
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COORDINATION

This memorandum was coordinated with the City Attorney’s Office.

PUBLIC OUTREACH

This memorandum along with the presentation materials will be posted on the City’s Council
Agenda website for the March 21, 2023 City Council meeting.

COMMISSION RECOMMENDATION AND INPUT

No commission recommendation or input is associated with this action.

CEQA

Not a Project, File No. PP17 008, General Procedure and Policy Making resulting in no changes
to the physical environment.

PUBLIC SUBSIDY REPORTING

This item does not include a public subsidy as defined in section 53083 or 53083.1 of the
California Government Code or the City’s Open Government Resolution.

/sl
JULIA H. COOPER
Director of Finance

For questions, please contact Julia H. Cooper, Director of Finance, at (408) 535-7011.

Attachment — Elected Officials’ Role in Municipal Bond Disclosure Overview of Municipal
Bonds and Securities Laws Presentation
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ELECTED OFFICIALS’ ROLE IN
MUNICIPAL BOND DISCLOSURE

OVERVIEW OF MUNICIPAL BONDS AND SECURITIES LAWS
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OVERVIEW

* Introduction
e Overview of Municipal Bonds & Key Players

e Overview of Federal Securities Laws

= Key Laws
= SEC Perspective on Municipal Market
* Enforcement Actions

e Elected Officials’ Role in Municipal Bond Disclosure
e City Disclosure Policies and Procedures

e Conclusion

e City Council Discussion



INTRODUCTION

* Presentation Participants
®* Julia H. Cooper — Director of Finance
* Rosa Tsongtaatarii — Chief Deputy City Attorney
= Katie Dobson — Jones Hall, Shareholder
* Juan Galvan — Jones Hall, Shareholder

CITY OF
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OVERVIEW OF MUNICIPAL BONDS

* What are municipal bonds?

* Debt instrument, similar to a loan

" |nvestors in the municipal market lend
money to government agency (issuer)

" |ssuer promises to repay face value
principal) plus interest when the bond
matures or becomes due

CITY OF m

SAN JOSE— 4

CAPITAL OF SILICON VALLEY

STATE OF CALIFORNIA
HANTA CLARA COUNTY

CITY OF K

SAN JOS

—

1956 CITY HALL BOND

The CITY OF SAN JOSE, a municipal corperation arganized and exiviing wnder the
(Conatitution awd laws of the Stave of Califoruia, hereby acknowiedges itvelf indebred aud for
calue received, pramises ta pay to the bearer (ar if thic bond is regisiered, to the regiviered kolder
herenl ) on the T5th day of Mareh, 1971,

+{ ONE THOUSAND D@LLARS be-

(31000} togetker with interert thereon af the rate of = e (2] — T cent.
ber anmnm wntil payment of sald principal full, payuble sew iy am rhe I5eh day of
March and the 1tk day of September of o r, Einlexs this bond is registered such interest,
prier to watnrity, sholl be piyabie ouly sn presentarion and surresder of the proper interest
compans hereto attecked ar they respectively become dwe. Bath the primcipal of and interest on
tiin hand are payable in leful mouey of the United 5 of America of the sffice of the Ciry
Treasurer of the City of Nau Juse, in San Jase, Califaruis. or st holder's option af the Fiseal Agewcy
of said €iry in the City awd State of New York.

This bond fs owe of o duly ogorized irvue of bosds ofuid City agereoting One Million
Nime Hundred Seventy-five Thouatd Dollars {$1,975,000) ipad wrmaumt, wll af like touor
and date (excedd for suck pari any, ar may be required 1o deripate arsing numbers,
maturitics or interest rates | awd wed wader wnd pursuant to the Constitution end stetutes of
the State af Califersic, and under ol purswant to the srdivanced and proceedings of said City
duly adopted and tabew cud @ vete and aavent of more thaw fwethirds of @l of the qualified
electars of wid Gty voring at a special election duly called and held for that purpore.

1t dx heveby cortified, recited and declared that ol acts, conditions and things required by
lTawr tn exist, happen and to be perfarmed precedent 1o and in the dssuamce of this bond have ez
ivred, happened and been performed in due time, form and manoer oy required by lme, and thar
the amonnt af this bond, tegether with wll sther indeiteducss of suid €ty does wat exceed awy
Himit prescribed by the Constitution ar statutes of said Siate, and that provisiva has been made ax
required by the Constitution and statutes uf seld Stote for the eollectivn of aw annnal tox suficient
ts pay the principal of, and inderest on, this bowd as the same breamse due. The full faith and credit
of said City are hereby Medged for the punstnal payment of the principal of wd fnferent on this
bod,

This band may be regltered i the mamner provided by lase awd thaveafter the principal
hereof and interest kereun shall be payable only o such registered swaer.

IN WITNESS WHEREOF, the ity of Saw Soce bay cawred thiv bond fo be execwied
wader its oficial seal, signed by ite €1ty Mawager awd e €ty Treasurer, and conntersigned by its
Aeting City Clerk, and has coused the tnterest eoupons atfached hereto to be signed by ite City
Treasmrer, aund and to be dated the 15th day of March, 1956,




OVERVIEW OF MUNICIPAL BONDS

* Money is used to build public capital projects, such as libraries, police
stations, fire stations, airports, and wastewater systems

e Generally, interest paid to bond owners on municipal bonds is tax-
exempt if certain conditions are met and IRS rules are followed by

the Issuer

SAN JOSE

CAPITAL OF SILICON VALLEY




BUILDING CITY HALL

City recommends Bond City repays principal &
Documents for City interest until Bonds
™ Council approval

City seeks rating from

/ . Brokers report
Rating Agencies

T trades to EMMA

City develops Preliminary

Offering Statement (POS) Underwriter

posts POS
on EMMA |

Investors
trade Bonds
through

City selects Underwriter sells
Underwriters Bonds to Investors

[] X
Primary
Market

Overcrowded

old City Hall

City decides City hires
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Counsel Bond Proceeds Disclosures City information
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WHAT ISSUERS OF MUNICIPAL SECURITIES
SHoOULD KNOW ABOUT FEDERAL SECURITIES LAWS

CITY OF E
CAPITAL OF SILICON VALLEY



KEY LAWS — SECURITIES ACT OF 1933

e Often referred to as the “truth in securities” law, has two

basic objectives:

" Increase Transparency: Requires disclosure of financial and other
significant information concerning securities offered for public sale
(i.e., requires registration of securities when first sold to the
public)

* Deter Fraud: Prohibits deceit, misrepresentation and other fraud
in the sale of securities (including municipal securities)

Municipal securities are exempt from registration requirements of
the 1933 Act but not anti-fraud provisions

CITY OF E
CAPITAL OF SILICON VALLEY



KEY LAWS —
SECURITIES AND EXCHANGE ACT OF 1934

* Broadly regulates securities

e Anti-Fraud provisions:
= Section 10(b): prohibits fraud in purchase or sale of securities
= SEC Rule 10b-5:it is unlawful to make any untrue statement of
a material fact or to 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 OF
CAPITAL OF SILICON VALLEY



KEY LAWS —
SECURITIES AND EXCHANGE ACT OF 1934

Supreme Court Definition of "material”:

A statement or omission is material if there is
a substantial likelihood (not a "possibility") that, under all the
circumstances, the fact or omission would (not "could") have
actual significance (must be important, not just "interesting") in
the deliberations of the reasonable (not "any") investor

Basic Inc. v. Levinson, 485 U.S. 224 (1998)

CITY OF E
CAPITAL OF SILICON VALLEY



KEY LAWS —
SECURITIES AND EXCHANGE ACT OF 1934

e Pursuant to rulemaking authority, Securities & Exchange
Commission (SEC) has promulgated SEC Rule 15c2-12

* Regulates
= [|nitial (new issue) disclosure
* Continuing disclosure

e Applies only to certain “publicly offered” municipal
securities

CITY OF
CAPITAL OF SILICON VALLEY



RULE 15C2-12: NEW ISSUE DISCLOSURE
PRELIMINARY OFFICIAL STATEMENT (POS)

* Information concerning the terms of the securities
and financial information or operating data
material to an evaluation of the securities

* Prepared by the City with assistance of disclosure
counsel and financing team participants

* Issuer’s responsibility to ensure accuracy and
completeness

e Approved by governing board of issuer — City
Council, City of San Jose Financing Authority,
Successor Agency

* Must be “"deemed final” by the issuer — does not
contain any material misstatement or omission

CITY Ol

SANJOSE 2

CAPITAL OF SILICON VALLEY

TED NOVEMBER
NEW ISSUE - FULL BOOK.ENTRY RATINGS: S&P: “AAN"
F “AANT

Krodl: =

See “HATIHGS™

Iy s epinsicn of Ohrick, Flaminglon £ Sulcifi LLP: Band Colnsel fo the Authonly; basad upon 0 analysis of existing laws, regubksions
rulngs and cour! decrons, and essuning. among obher malfers, the e vacy of gerlen reprevenfubons and complance wify cordan
coveniants, wlecedl on the Serws X2 Boands o extluded from grods mctme o fededl et tax purpades: undee Sechion 100 of the
Infemal Revenue Code of 1986 and & exempl from Siada of :LL\'N'V«I parsonal incoma taves. in the further openion of Bond Coanael,
ninrest an the Senes 20220 Bonds is nol a specdic profon stevm dor purpases of the federad indhadiual aliernalhve minimum fax Bond
wsal obsanaa thal for fav years baginning affer Decamber 31, ineres! o tha Sades 20208 Bonds incluned i adjie
e il incarme of covian corporatons 5 7ol eacluded fom the fodern povafe alfenatioe mirmur b Bond Coonged exprossos no
opaan egarding any oiher fax consequences relaled o B awndrship or degasition of. or fa amdunt, accrul o roceipl of indoroad an, the

Senes 20228 Bands. See TAX MATTERS. "

§276,670,000 Kol
CITY OF SAN JOSE FINANCING AUTHORITY  § g
SANJ(‘)S[ WASTEWATER REVENUE BONDS, SERIES 20228 B N
: e [GREEN BONDS - CLIMATE BOND GERTIFIED) Seappn®
Dttt Diader O Dy Dt Moseinibod 1, o sl oo inside cover

The bonds caplionad above (the "Sanes 20228 Bonda’) are b«.-ng l:\suc-d by tha City of San José Finanong Authorty (the: “Authorty™)
10 (i) s all o Moy ittty ontskancing Subosdincie Washiaced Pl S i, ol (i) i | ol s they S
X228 Bonds. Sea “FINANCING PLANT and DESIGNATION OF THE_ SEHIES MB BONDS AS GREEN DS - CLIMATE BOND
CERTIFIED®

The Senes 20220 Donds will bear interest at the rales shown on the inside cover pagae, payabls semiannually on May 1 and
Noywsmisor 1 .o each yoar, commencrsg on Mery 1, 2003, and will be msud m iy regrdorod orm without coupons m ntegral mulipies of
55,000 Tha Series 2023 Bonds will be issusd in ary oty orm, initially neg nama of Cede & Co., a5 nomines of The:
Degpomsiory Trust Comparry, New Yok, New York (DTC7). Purchasers of e Seres Hords will nod recesve cevbicates represening
T inlesests in the Sefes N278 Bonds. Payments of e principal of and intenest on Fw Seros 20278 Bonds will ke made o OTC, which
o obigated n b o e such prinapal and mieres o s parbopants lor subseguent debursement 1o The beneboal oanens of the Senes
A28 Bonds. See “THE SERIES 20228 BONDS - Baok-Erilry Only System *

The Senes 20228 Bonds are beng issued pursuant 1o a haster inderture, dated as of December 1, 2022, as suppiemeried by a
First Supgiomental Indenbure, dated as of December 1, 2022, each bobwoen the Authority and Wimngton Trust, Mational Associalion, a5
trstee (the “Trstee') (a5 50 supplemented, the “Indenture’). The Series 20278 Bords are kmited obigatens of the Authanty paryable Fom
and sacured by a pledge of the Revenues (a3 defined herein) and amounts cn depost i certamn funds and accounts established under

the Indentre. “Rowenues” generally condest of mstaliment payments (the 20028 Installment Payments”) made by the Gty of San Josd
Instaliment Purchase Conract, dated a3 of Decemnber 1. 2027 as supplemented by 3 First Supleemental
Insstoiment Purchasse Contract, datind @ of Decermbes 1, 72 Exptrvomen 1o Authoity e the City (5 50 supplenonied, the “Tretaliment
Purchase Contract). Tha City's Installmant Paymants urer ihe installment Purchase Contracl, including fhe 20228 Insialimend Paymants,
e paryabile sobhy Sy, and socud by o podgo of, Mol Syt R (25, defrid bormm) wiach gonsaly cones? of nemsmoes ks
maindenancs and operation costs of the City's sanitary sewer collection system and San Josd-Santa Clara Regional Wastewater Faciity
(imchucheng g renios and oosts of b Soulh By Waler Recychneg Program Systom)], The City s sullonced ko isuo of crihe ol
cbligations payabis from m secursd by the plecgs of, Nat System Reveruss on 5 it the. 20279 Instalimant Payments. The
serve fund or account. See "SECURITY AND SOURCES OF PAYMENT
o subect 1o redemption bofors maturity. Sea “THE SERIES H2H0

e gy
rmnq The Saries M2 Bands

DS - Hedernption.”

HOKE OF THE SERIES 20778
THEREDN, AND THE OBLIGATION OF THE CITY TO MAKE THE 20228 INSTALLMENT PAYMENTS CONSTITUTES EITHER A
DERT CR A LIABILITY OF THE AUTHORITY, THE CITY. THE STATE OF CALIFORNMA OR ANY OF THEIR RESPECTIVE POLITICAL
SUBDIVISICNS WITHIN THE MEANING OF ANY CONSTITUTIONAL LIMITATION ON INDEBTEDNESS; OR A PLEDGE OF THE FL
FAITH AN CREDIT OF THE CITY OF THE AUTHC CITY'S TAXING POWER IS NOT PLEDGED TO THE PAYMENT OF THE
SERIES 20078 BONDS OR INTEREST THEREON  THE AUTHORITY HAS NO TAMING POWER.

THIS COVER PAGE CONTAINS CERTAN INFORMATION FOR GENERAL REFERENCE ONLY T IS NOT A SUMMARY OF
THIS IB5UE OF SCRIES 20298 BONDS  INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OATAIN INFORMATION
ESSENTIAL TO THE MAKING. OF AN INFORMED INVESTMENT DECISION WITH RESPECT TO THE PURCHASE OF THE SERIES
A28 BONDS. INVESTMENT N THE SERIES 20228 AOMNOS MVOLVES RESKS THAT MAY NOT BE APFROPRIATE FOR SOME
IVESTORS. SEE “CERTAINRISK FACTORS *

The Sares 20028 Bords will be offered when, 2= and f caeaed and de i, and recenmd iy e Undensiters, subyect i fa
approval as fo thar valdity by Omek, Hemnglen & Suidiifs LLP, Bond Counsal fo ha Aufhority, and subjed io corisin olbar condions.
Crertaam gl matiurs. wnll be perssad upon foe B Authworty and the Cly by the ity Aiorney, ard by Jones Hall, A Prokesssonal Law
Comporation, San Francisco. Calfomia, as Disclosure Counaed  Certain legal matters will be passed upon for the Underwiiters by their
eoursel, Aentor Schll LLP, 8an Francson, Callorma. Il s anbepalid Pl Bio Sones. 2028 Bords o dehrbe lomm will be avalabie for
defivery 1o DTC in Mew Yok, New York on or about December 15, 2022

Walls Fargo Sacul

BONDS, THE OGLIGATION OF THE AUTHORITY TO PAY PRINCIPAL 'II ERFOF OR INTEREST

Morgan Stanlay

Academy Securities Ramirez & Co., Inc. Stifel

i of inis Cfffciall Statenent i Decembse _, 2022




RULE 15C2-12: NEW ISSUE DISCLOSURE

OFFICIAL STATEMENT (OS)

e Completed upon the sale of bonds

e Adds pricing-related information to
POS

* Delivered to underwriter within 7
business days after sale date

e Often, only change from POS is fina
pricing information

e Between the distribution of POS
and preparation of OS, events may
occur that require updating the fina

CITY Ol
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NEW ISSUE - FULL BOOK-ENTRY RATINGS: S&P: “AAR™
Fitch: “AAA™

Kroll: “AAA™
Ses “RATINGS™

1y based upon an analysis of existing laws,
fions, rulings and court decisions, and ass he acc.,racs of cat esentations and comy
interest on the Series 20228 Bonds is excluded from gross income for federal income tax purpose:
8 parsonal income taxes. In the further opinion

3 Malive minrmum
fax. Bond Counsel expresses no opinion regavding any ofher tax consequences refaled fo the ownership or dispositon of, or the
amount, accrual or receipt of infersst on, the Senes 20228 Bonds. See “TAX MATTERS.”

$268,355,000 o
CITY OF SAN JOSE FINANCING AUTHORITY =
WASTEWATER REVENUE BONDS, SERIES 20228
(GREEN BEONDS - CLIMATE BOND CERTIFIED) Fgpyp

Dated: Date of Delivery Due: Hovember 1, as shown on inside cover

The bonds captioned above (the “Sedes 20228 Bonds”) are being issusd by the City of San José Financing Authority (the
“Autharity”) 1o (i) refund all of the Authority's cutstanding Subordinste Wastewater Revenue Notes, Series A, and (i) pay the costs of
issuing the Series 20228 Bonds. See “FINANCING PLAN" and "DESIGNATION OF THE SERIES 20228 BONDS AS GREEN BONDS
- CLIMATE EOND CERTIFIED."

The Series 20228 Bonds will bear interest at the rates shown on the inside cover page, payable semiannually on May 1
Novembssr 1 of sach year. commancing an May 1, 2023, and will ba issuad in fully registered form withcut coupens in integral mi
of $5,000. The Sories 20228 Eonds will be issusd in book-antry only form, initially registerad in the name of Cede & Co., as nomines
of The Depasitary Trust Company, New York, New York (‘DTCY). Purchasers of the Senes 20228 Bands will not receive certificates
representing their interests in the Series 20228 Bonds. Payments of the principal of and inferest on the Series 20228 Bonds will be
made to DTC, which s cbligated in tum 1o remit swch principal and interest to its participants for subsequent disbursement 1o the
beneficial owners of the Sedes 20228 Bonds. See “THE SERIES 20228 BONDS - Book-Entry Only System.”

The Saries 23228 Bonds aro baing issued pursuant 1o 8 Mastar Indentura, dated as of Docombar 1, 2022. a5 supplemanted by
First Supplemental Indenture, dated as of December 1, 2022, each between the Authority and Wilmington Trust, National Association,
as trusteo (the “Trustee”) (as so supplemanted, the du'mlm The Series 20228 Bonds are limited obligations of the Authority
payable from and secured by a pledge of the Revenues (as defined herein) and amounts on deposit in certain funds and accounts
established under the Indenture. "Revenues” generally consist of installment payments (the “2022B Installment Payments’) made by
the City of San José (the “City") pursuant to a Master Installment Purchase Contract, dated as of December 1, 2022, as supplemented
by & First Supplemental instament Purchase Centract, dated a8 of Decambar 1, 2022, sach batwesn the Autherity and the City (x8
s0 supplemented, the “Instaiment Purchase Contract’). The City's Instaliment Payments under the InstaBment Purchase Contract,
including the 20228 Installment Payments, are payable solely from, and secured by a pledge of, Net Systern Revenues (as defined
herein) which generally consist of revenues less maintenance and opsration costs of the City's santary sewer collection system and San
José-Santa Claras Regional Wastewater Faciity [exchiding any revenuss and costs of the South Bay Water Recycling Program System).
The City is sutharized 1o issue of create additional cbiigations payable from, and secured by the pledge of, Net System Revenuss on

arity with the 20228 Instaliment Payments. The Series 20228 Bonds will not be secured by a debt service reserve fund of
account. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 20228 BONDS." The Serles 20228 Bonds are subject
to redemption befare maturity, See “THE SERIES 20228 BONDS - Redemption.”

NONE OF THE SERIES 2022B BONDS, THE OBLIGATION OF THE AUTHORITY TO PAY PRINCIPAL THEREOF
OR INTEREST THEREON, AND THE OBLIGATION OF THE CITY TO MAKE THE 20228 INSTALLMENT PAYMENTS
CONSTITUTES EITHER A DEBT OR A LIABILITY OF THE AUTHORITY, THE CITY, THE STATE OF CALIFORNIA OR ANY
OF THEIR RESPECTIVE POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL LIMITATION ON
INDEBTEDNESS, OR A PLEDGE OF THE FULL FAITH AND CREDIT OF THE CITY OR THE AUTHORITY. THE CITY'S TAXING
POWER IS NOT PLEDGED TO THE PAYMENT OF THE SERIES 20228 BONDS OR INTEREST THEREON. THE AUTHORITY
HAS NO TAXING POWER

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY. IT 15 NOT A SUMMARY OF THIS
ISSUE OF SERIES 20228 BONDS. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION
ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISICH 'H RESPECT TO THE PURCHASE OF THE SERIES
20228 BONDS. INVESTMENT IN THE SERIES 20228 BONDS INVOLVES RISKS THAT MAY NOT BE APPROPRIATE FOR SOME
INVESTORS. SEE “CERTAIN RISK FACTORS."

The Series 20228 Bonds wil be offered when, &s and if exscuted and delivered, and received by the Underwriters, subject to the
approval as to their validty by Orrick, Herrington & Sutciife LLP, Bond Counsel ta the Authority, and subject to certain othar conditions.
Cartain fegal matters wil be passed upon for the Authority and the City by the City Attamery, and by Jones Hall, A Professional Law
Corporation, San Francisco, California, as Disclosure Counsel. Certain legal matters will be passed upon for the Undenariters by their
counsel, ArentFax Schiff LLP, San Francisco, California. It is anticipated that the Seres 20228 Bonds in definitive form wil be available

for delivery to DTC in New York, New York on or sbout December 15, 2022
Wells Farge Securities Morgan Stanley
Academy Securities Ramirez & Co,, Inc, Stifel

The date of this OMcial Statement is: November 30, 2022




RULE 15C2-12: CONTINUING DISCLOSURE

 Annual report

* Updates to financial information and operating data of the type included in the
OS as specified in written agreement signed by issuer (e.g. Continuing
Disclosure Certificate)

= Audited financial statements, when and if available

* Notice of Occurrence of Significant Events
* |6 specified events, including:

*  Principal and interest payment delinquencies
*  Rating changes
* Unscheduled draws on debt service reserve funds

= See slide 42 in additional information section of this presentation for complete list

. Method of Filing

* Electronic Municipal Market Access (EMMA) website established by Municipal
Securities Rulemaking Board (MSRB)

CITY OF
CAPITAL OF SILICON VALLEY



RULE 15C2-12: CONTINUING DISCLOSURE

* Issuers are required to disclose compliance with their

continuing disclosure obligations in official statements
* Municipalities Continuing Disclosure Cooperation Initiative

(2014)

* Antifraud provisions apply to secondary market statements

* Continuing disclosure reports
= Statements “‘reasonably expected to reach investors and trading

markets”

* Budget Messages
* Press releases

* WVeb site postings

CITY OF
CAPITAL OF SILICON VALLEY



SPEAKING TO THE MARKET

* Disclosure should be factual and neutral
* Do not include adjectives or “sales” language

The City is the oldest and most beautiful city in the State of California,
developing from a momentous Spanish pueblo established in 1777.Situated
between the rolling Diablo and Santa Cruz mountain ranges, the City
encompasses approximately 180 square miles at the south end of the iconic San
Francisco Bay and is the county seat of Santa Clara County, home to some of
Silicon Valley’s greatest minds. With an impressive 2018 estimated population of
1,051,316, the City is the third most populous city in the State and the tenth
most populous in the United States. Visitors find many amenities in the City's
revitalized downtown area including fine accommodations and world class
restaurants and shops.

CITY OF & :
CAPITAL OF SILICON VALLEY



SEC PERSPECTIVE ON MUNICIPAL MARKET

* Most actions brought under Securities Act of 1933
* Only requires negligence
Issuer or official knowingly misstated or omitted facts, or

failed to discover facts that were available or could have
been reasonably discovered

* No requirement that SEC prove intent to defraud

e Historical Enforcement Priorities
* Quality of financial disclosure
= Timeliness of financial disclosure

= Undisclosed potential tax violations
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SEC ENFORCEMENT ACTIONS -
ORANGE COUNTY

In re County of Orange, California; Orange County Flood Control
District and County of Orange, California Board of Supervisors,
Securities Act Release No. 7260, Exchange Act Release No. 36760, A.P. File
No. 3-8937 (January 24, 1996).
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Orange County’s Fatal Error

The barikruptcy of Orange County, California But this year the Federal Reserve has been
— the biggest municipal bankrupicy ever — is jacking up interest rates to clamp down on inflation.
turning chaotic. The county’s investment fund, The rates at which Mr. Citron was forced to borrow

)l districts and  rose above the return the fund could earn on long
rning principal  term securities. The rate hikes sent the value of Mr
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vice providers It is a matter of detail’ which securities —

* T es. derivatives or plain-vanilla stocks and bonds — Mr. fiirs
SANTA ANA, Calif,, Oct. 1 (Reu- taxable notes in the summer of 1994. . “inai caused  Ciiron chove to v vamill: strategy, not the securi.

ters) — The Securities and EX- In December, it declared " imilar episodes  ties, proved fatal.

change Commission has informed cy after suffering investment losses - What, then, was needed to stop him? Some
bond companies involved in several estimated at $1.69 billion. The ques-_ = uying complex, members of Congress have picked the wrong an-
Orange County, Calif, note deals tion for the S.E.C. is whether the: - Ves, Whoseval- swer: prohibiting county funds from purchasing
that it intends to recommend en- pectus fi the notes accurately’ ~ derlvingbonds,  derivatives or borrowing to purchase securities. [=
SOFCENVENE SHEI0H Kmiet INSSE, (e gnmrfrayegsm%rlman%lou of - -Manyobserv- The danger with such blanket prohibitions is that |
ple familiar with the situation said the county. n that money-  they rule out the use of derivatives and borrowing to

’ i T . uptey. reduce investment risk. Mr. Citron’'s mistake was to |&-
last week. The S.E.C. is also looking at other = . ed. The fund’s make one-way bets on the direction of interest

The agency sent “Wells'' notices pote sales by localities that invested . ritiesitbought, rates. But prudent investment managers use the
to several bond firms, according to i the county's investment pool, the - Sky investment same tactics to insulate funds from movements in
people recei rms _Treasurer, bra- interest rates in either direction. |
viewed ?hl::od:;:r:mts me?li x mgfaﬁalféluT:: Lfeilier cl'n:lﬂ':eli;';n . low short-term What Orange County needed was oversight. Mr.. |
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higher-yielding Citron was seemirgly loft to run amok. Arthur
tice tells recipients that the SE.C. Rauscher Plerce Refsnes; LeBoeuf, - s, Levitt, chairman of the Securities and Exchange
staff intends to recommend an en- Lamb, Greene & MacRae; Rutan & ky gamble that Commission, calls on state and local governmen

forcement action to commissioners Tycker and Merrill Lynch& Compa-  d, Mr. Citron's  to monitor investment managers of taxpayer mon

and asks the parties involved to sub- ny + dlue of his long- ey. The primary dnbjeclive of government funds |
= * he racked up must be safety and liquidity (the ability to convert
ml it I:nrfntr:‘msl why the SE.C. am;ﬁ;&;‘mm?‘;i:;mer mlt -ero by earning  investments into cash for emergencies), not profi

-n other county If fund managers were forced to assess and report |;
The county issued $600 million of sajd it had no comment. ted, Mr. Citron  risks, and government supervisors were responsi- |

iously Republi-  ble for overseeing the managers, then Orange Coun- [
e e .. tridiculed Mr. ty — one of the wezlthiest in America — would not

Citron’s risky strategy. now be threatening to lay off teachers and nurses.
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SEC ENFORCEMENT ACTIONS -
ORANGE COUNTY

* Risky investment strategies to balance budget
* Failed to disclose investments
e County filed for bankruptcy protection in 1994

e SEC brought enforcement action in 1996 — did NOT involve
the failure to pay any bonds

CITY OF E
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SEC ENFORCEMENT ACTIONS -
ORANGE COUNTY

SEC found Supervisors failed to take “steps appropriate under the
circumstances” to assure that the County's financial situation was being

adequately disclosed to potential investors

= “[A] Public official who approves issuance of securities and related
disclosure documents may not authorize disclosure that the public

official knows to be materially false or misleading”

= “[A] Public official may not authorize disclosure while recklessly
disregarding facts that indicate that there is a risk that the disclosure

may be misleading”

CITY OF
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SEC ENFORCEMENT ACTIONS - SAN DIEGO

SEC Charges Five Former San Diego Officials with
Securities Fraud

FOR IMMEDIATE RELEASE
2008-57

Washington, D.C., April 7, 2008 — The Securities and Exchange
Commission today filed securities fraud charges against five former San
Diego city officials who played key roles in the city’s inadequate municipal
securities disclosures in 2002 and 2003. The SEC charged the former
officials for failing to disclose to the investing public buying the city’s
municipal bonds that there were funding problems with its pension and
retiree health care obligations and those liabilities had placed the city in
serious financial jeopardy.

¥+ VOICE of SAN DIEGO

NEWS

SEC Strikes Again

by Voice of San Diego April 8, 2008

Tuesday, April 8, 2008 | The Securities and Exchange Commission
filed civil securities fraud charges against five former top city of San
Diego officials Monday, a sudden revelation that jolted the years-
long investigations into City Hall, which once appeared dormant,

M back into full view.
CITY OF e

SAN JOSE— 21

CAPITAL OF SILICON VALLEY

€he New Pork imes

S.E.C. Sues 5 Ex-Officials in San
Diego

BY Reuters
April 8, 2008

The Securities and Exchange Commission on Monday filed fraud
complaints against five former San Diego city officials who played
roles in the city’s financial crisis in 2002 and 2003.



SEC ENFORCEMENT ACTIONS - SAN DIEGO

e San Diego issued $260 million through 5 bond issues in
2002 and 2003

e SEC alleged City officials had engaged in securities fraud for
failing to disclose material information

* Inadequately disclosed large unfunded liabilities for pensions and
retiree health care

= Officials falsely certified there were no material misstatements

* Did not hire auditors with the skills and resources necessary to
adequately audit City’s financials in connection with its securities
offerings

CITY OF
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SEC ENFORCEMENT ACTIONS -
LESSONS LEARNED FROM SAN DIEGO*

* Adopt disclosure policies and procedures

* Provide appropriate training to everyone involved in the
disclosure process (e.g. City Council and staff)

* Focus on big picture issues facing the local agency
* Disclose the good with the bad

* Hire auditors with the skills and resources necessary to
adequately audit local agency’s financials in connection with its
securities offerings

* Excerpted from “Lessons Learned from San Diego”, Linda Chatman Thomsen, Director, Division of Enforcement, SEC,
December 11, 2007
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SEC ENFORCEMENT ACTIONS -
PERSONAL LIABILITY

Orange County

 Elected Treasurer: SEC cease and desist order; 6 years
in jail, $100,000 fine

e Assistant Treasurer: SEC cease and desist order; 3

years in jail; $10,000 fine
San Diego

* Four officials (City Manager, Deputy City Manager,
Auditor & Comptroller, City Treasurer) consented to

entry of judgment and paid civil penalties ranging from
~«m$5,000 to $25,000.
SANJOSE y 5



SEC ENFORCEMENT ACTIONS -
PERSONAL LIABILITY

and off|C|aIs

= Civil Fines Imposed on Issuers from $20,000 to
$| Million (Miami)

= Barring Officials to work on future bonds

= SEC Public Finance Abuse Unit expanded efforts in FY 2022 with one of
most significant developments — increased focus on municipal issuers

" Previous two years most of enforcement activity focused largely financial
advisors and underwriters

" These actions involved municipal issuers and their employees, and in most
cases their financial advisor as well
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ELECTED OFFICIALS’ ROLE IN
MUNICIPAL BOND DISCLOSURE
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RESPONSIBILITY OF ELECTED OFFICIALS

e Review the primary disclosure document for information on key topics:
" Purpose of the bonds
" Sources of repayment
» Risks that the sources of repayment may be insufficient to repay the bonds

" Discussion of any other events or information that could affect the
deliberations of a reasonable investor

e After such review of the document the following additional elements
should be considered:

* Have identified material risks and events been brought to the attention of
staff, bond counsel and other professionals?

= Have such risks and events been disclosed, and if not, what is the rationale

for the non-disclosure?
SAN JOSE 27 H@ﬂ



RESPONSIBILITY OF ELECTED OFFICIALS

If any Councilmember or Authority Board member has
any personal knowledge that any of the material
information in the Official Statement is or may be
false or misleading, the Councilmember/Authority

Board member must raise these issues prior to
approval of the distribution of the document.
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DISCLOSURE BEST PRACTICES AND
CITY OF SAN JOSE’s
APPLICATION OF BEST PRACTICES

CITY OF
CAPITAL OF SILICON VALLEY



DISCLOSURE POLICIES & PROCEDURES

» City Council adoption of Debt Management Policy* outlining
disclosure practices and procedures

» City Administrative Disclosure Policies and Procedures™*

* Policies and Procedures:

* Designates only the City Manager and Director of Finance as having the
responsibility for “speaking to the market” on behalf of the City

* Establish Internal Controls and Systems

" |dentify “disclosure documents” - information reasonably expected to reach
investors/trading markets

* Require staff brainstorming sessions to discuss “big picture”

* Debt Management Policy — Council Policy |-15 https://www.sanjoseca.gov/home/showpublisheddocument/12869/636669975466830000
** Disclosure Policies and Procedures, Section 7 https://www.sanjoseca.gsov/home/showpublisheddocument/61169/637292207533 100000 E

CITY OF
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https://www.sanjoseca.gov/home/showpublisheddocument/12869/636669975466830000
https://www.sanjoseca.gov/home/showpublisheddocument/61169/637292207533100000

DISCLOSURE POLICIES & PROCEDURES
KEY REQUIREMENTS

e Transmit the POS to legislative body early enough to
provide legislative body sufficient time to review and
ask questions

e Disclose bad news

e Provide practical training to officials and employees
from City Council/board members to staff members

CITY OF
CAPITAL OF SILICON VALLEY



SUMMARY

e San Jose team takes seriously the responsibility of full and
complete disclosure
" Engage subject matter experts throughout the organization

e Historically seasoned and experienced finance management
team
" Evolving process over last 20+ years

" Policies and procedures help ensure compliance with applicable
securities laws

CITY OF
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COUNCIL DISCUSSION

CITY OF
CAPITAL OF SILICON VALLEY
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ADDITIONAL INFORMATION
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KEY PLAYERS IN BOND TRANSACTIONS

* Bond owner — owner of the bond

* Individuals (aka “mom and pop” or retail investors, including very
wealthy individuals)

" |nstitutions such as banks, insurance companies, mutual funds and
corporations

* Generally entitled to receive regular interest payments and return
of principal when bond matures

CITY OF
CAPITAL OF SILICON VALLEY



KEY PLAYERS IN BOND TRANSACTIONS

o City Staff — contributors to disclosure
* City Manager for global view of affairs of the City
= City Attorney for litigation risks
* Director of Finance
* Budget Director
* Most City departments review and contribute to disclosure

* Staff typically has the most current and relevant information

* Input is critical to the disclosure process

CITY OF
CAPITAL OF SILICON VALLEY



KEY PLAYERS IN BOND TRANSACTIONS

 Municipal Advisor — advises issuer on structure,
marketing and sale of bonds

* Has fiduciary obligations to the issuer

" Assists issuer with hiring other members of financing team,
determining need for dissemination agent or other consultant

" Assists issuer with projected financial information and impact of
planned future financings

= Reviews POS/OS, but does not have affirmative due diligence
obligation under federal securities laws

CITY OF
CAPITAL OF SILICON VALLEY



KEY PLAYERS IN BOND TRANSACTIONS

e Bond Counsel — hired by the issuer to prepare legal
documents, provide legal advice to the issuer and deliver legal
opinions:

* Bonds are valid and binding obligations of issuer

" |n case of tax-exempt bonds, bonds are exempt from federal and state
iIncome taxes

e Disclosure Counsel — hired by the issuer to assist with the
preparation of the official statement and provide advice to the
issuer regarding compliance with Federal securities laws

CITY OF
SAN JOSE ’ &
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KEY PLAYERS IN BOND TRANSACTIONS

e Trustee — financial institution acts in a fiduciary capacity for
the benefit of the bond owners including enforcement of the
terms of the bonds

* Underwriter/Purchaser — purchases the bonds from the

issuer for resa
the issuer, but
securities law;
Interest

CITY OF
CAPITAL OF SILICON VALLEY

e to investors — has no fiduciary responsibility to
nas due diligence obligation under federal

nires legal counsel to represent the underwriters
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KEY ACRONYMS

ACFR Annual Comprehensive Financial Report

EMMA Electronic Municipal Market Access, municipal
disclosure website sponsored by MSRB

MSRB Municipal Securities Rulemaking Board

OS Official Statement

POS Preliminary Official Statement

SEC Securities & Exchange Commission
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SEC ENFORCEMENT ACTIONS —
MUNICIPALITIES CONTINUING DISCLOSURE COOPERATION

e Municipalities Continuing Disclosure Cooperation (MCDQC) Initiative
announced in 2014 with goal of encouraging self reporting of
disclosure violations by issuers, obligated persons and underwriters

e Participants in MCDC Initiative were offered standardized settlement
terms

e Settlement terms for issuers and obligated persons included:

* Cease and desist proceeding with no admission or denial of findings
» Establishing continuing disclosure compliance policies and training
* No payment of a civil penalty
* |nitiative did not cover individuals and they remained exposed to

potential SEC enforcement

CITY OF
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RULE 15C2-12 - LISTED EVENTS

Always Require Notification Require Notification If Material
Issuance by the Internal Revenue Service of proposed or final Unless described in the left-hand column, adverse tax opinions or other material notices
determination of taxability or of a Notice of Proposed Issue or determinations by the Internal Revenue Service with respect to the tax status of the
(IRS Form 5701 TEB) securities or other material events affecting the tax status of the securities
Principal and interest payment delinquencies Modifications to rights of holders of the securities
Unscheduled draws on debt service resgti*f\&eczlz}c?éiscredit enhancements reflecting financial Optional, unscheduled or contingent Bond calls

Substitution of credit or liquidity providers,

o Release, substitution or sale of property securing repayment of the securities
or their failure to perform

Bond calls and tender offers Non-payment related defaults

The consummation of a merger, consolidation or acquisition involving an obligated
person or the sale of all or substantially all of the assets of the obligate§ person, other
Defeasances than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to any
such actions, other than pursuant to its terms

Appointment of a successor or additional trustee or the change

Rating Changes of name of a trustee
Incurrence of a financial obligation or agreement to covenants, events of default,
Bankruptcy, remedies, priority rights, or other similar terms of a
insolvency, receivership or similar event of the obligated person financial obligation of the District, any of which affect bond holders

Default, event of acceleration, termination event, modification of terms,
or other similar events under the terms of a financial obligation of the issuer,
any of which reflect financial difficulties

CITY OF
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