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UNITED STATES BANKRUPTCY COURT
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CITY OF STOCKTON, CALIFORNIA,
Debtor.
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DECLARATION OF ROBERT
LELAND IN SUPPORT OF CITY’S
SUPPLEMENTAL MEMORANDUM
OF LAW IN SUPPORT OF
CONFIRMATION OF FIRST
AMENDED PLAN FOR THE
ADJUSTMENT OF DEBTSOF CITY
OF STOCKTON, CALIFORNIA
(NOVEMBER 15, 2013)*

Date: May 12, 2014
Time: 9:30 am.
Dept: Courtroom 35

Judge: Hon. Christopher M. Klein

! Paragraph 13 of the Order Modifying Order Governing The Disclosure And Use Of Discovery Information And
Scheduling Dates Related To The Tria In The Adversary Proceeding And Any Evidentiary Heari ng Regardi ng
Confirmation Of Proposed Plan Of Adjustment (Dkt. No. 1242, modifying Dkt. No. 1224) contempl ates that the
Partieswill submit direct testimony decl arations for their respective witnesses by April 21, 2014. Accordingly, the
declarations submitted i n support of this Supplemental Memorandum do not contain al of the information and do not
attach al of the evidence that will be included in the direct testimony declarations that will befiled on April 21.
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|, Robert Leland, hereby declare:

1 | am a Senior Manager at the consulting firm of Management Partners. | make this
declaration in support of the City of Stockton, California’s (“the City” or “ Stockton™)
Supplemental Memorandum Of Law In Support Of Confirmation Of First Amended Plan For The
Adjustment Of Debts Of City Of Stockton, California (November 15, 2013). | have 39 years of
experiencein state and local government finance. | have served 26 years as the Director of
Finance for the City of Fairfield, California, 32 years as Assistant Finance Director for the City
of Sacramento, California, and 6 ¥z years as a staff consultant to the Assembly Revenue and
Taxation Committee. Since March of 2012, | have been a consultant to the City on the creation
of the City’ s budget model.

2. | am the principal author of the Long-Range Financial Plan of the City of Stockton
(“Long-Range Financial Plan” or “LRFP”), which is Exhibit B to the Disclosure Statement With
Respect To First Amended Plan For The Adjustment Of Debts Of City Of Stockton, California
(November 15, 2013). Based on my past experience and on my experience with the City, |
believe that the findings, projections, assumptions, and underlying facts used to create the Long-
Range Financial Plan, as supplemented by new and updated financial data generated since the
filing of the disclosure statement, represent the City’ s best efforts to forecast its revenues, costs,
and overall feasibility under the terms of its plan of adjustment.

The City's Revenue And Expense Projections Are Realigic

3. In preparing the Long-Range Financial Plan, the City considered as many
contingencies as possible in order to develop the most redlistic revenue and expense projections
that it could to demonstrate solvency over a prolonged period of time. Its revenue and expense
projections are conservative relative to the pre-recession magnitude of estimates that got the City
into trouble in thefirst place, but are now grounded in post-recession reality.

4, The City’ s basis for its projections of revenues from the property tax (24% of
projected FY 2014-15 total revenues) and sales tax (36% of projected FY 2014-15 total revenues)
begins with the reports prepared by its consultant HdL. True and correct copies of the HdL

projections of property and sales tax revenues that underpin the Long-Range Financial Plan are
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attached hereto as Exhibits A through L. The City’ s property tax forecast goes on to project each
of the four elements contributing to property tax growth: estimated changes in ownership, new
construction based on projected development levels, Proposition 8 increases based on the
potential for valuation recoveries, and the annual Proposition 13 inflator. This analysis militates
against unwarranted optimism in the expected growth of future property tax revenues, which
under this forecast increases an average of 3.9% annually over the next 10 years. Starting April
1, 2014, sales tax revenues will include approximately $28 million per year in new revenues as a
result of the passage of Measure A. On March 5, 2014, the City obtained updated sales tax
information from HdL for the third quarter of 2013, but based on subsequent concerns raised by
HdL? the City determined that it was premature to update its sales tax projections from thosein
the revised Long-Term Financial Plan, which currently grows by an average of 3.4% annually
over the next 10 years.

5. The City’ s projections of utility users tax (“UUT”) are also realistic. The
foundation for these projectionsis an analysis of gas, electricity, cable, and telecommunication
trends by City consultant MuniServices, and staff assessment of the tax on usage of its water
utility. Given the impact of water and energy conservation efforts by utility customers, and
changing technology trends affecting usage of telecommunications and cable, it is unlikely the
ongoing revenue growth will exceed the 1.5% projected in the LRFP.

6. The LRFP does not attempt to predict or project that amount of public facilities fee
(“PFF") revenues to be collected for future years. This is because the LRFP is a projection of

Genera Fund revenues and General Fund expenses, and restricted funds, such as PFF revenues,

2 0nMarch 14, 2014, Lloyd del_lamas of HdL provided the following update: “Just as a heads up, wejust
downloaded the results of Stockton’s holiday quarter and the results particularly in the pool receipts were somewhat
lower than anticipated. Although al of the poolsfor the 58 countieswere up 7.8% over the same quarter a year ago,
Stockton’s share of the San Joaquin county pool was only up 3.7%. Stockton’s Christmas quarter was surprisingly
disappointing. Although total receipts were up 4.5% over last Christmas, the revenues were inflated by adjustments
to make up for late paymentslast quarter. The actua increase after al aberrations are factored was 1.7%. Given
these numbers, the growing concer ns regarding a continuing drought on the Central Valley' s economy and recent
speculation that Amazon may convert their tax alocations from the county poolsto the three fulfillment centers, we
will be re-evaluating the projections provided just afew weeks ago. Thedataisstill inraw form and it normally takes
usthree weeksto identify and assess al of the variables that impact each quarter’ s allocation of sales and usetax by
the Board of Equdization, update our quarterly economic forecasts and then focus in on projections for individual
clients. Brice Russdl will be performing this quarter’ sanalysisfor Stockton. He and | will work together and
provide you updated projections by mid-April.”
DECL. OF ROBERT LELAND ISO CITY’SSUPPL.
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are not Genera Fund revenues. Franklin has interpreted one statement in the text of the LRFP to
mean that the City expects to collect $500,000 in PFF revenues that are available to pay Franklin,
even though the City’ s plan does not provide for Franklin to receive these PFF revenues.
Franklin’ s interpretation is not what was intended by the statement.

7. The mathematical model attached to the LRFP as Attachment “ A” was prepared to
mathematically calculate the savings to the General Fund expected to be achieved by the City in
future years as aresult of the City’ s restructuring of its various financial obligations. The cost to
the City for the lease rent payable under the Golf Course/Park Lease Back was approximately
$2.9 million per year. However, the General Fund had not paid al $2.9 million of those lease
payments, so it would have been inappropriate to show a $2.9 million savings per year as aresult
of the City rgjecting the Golf Course/Park Leases. At thetime of the preparation of the financial
model for the LRFP, which was last summer, the City’ s best estimate of future PFF revenues was
such that about $500,000/year of PFF revenues could have been available to make the lease
payments if the Golf Course/Park Leases were not regjected. Thus, the financial model showing
the savings to the City of the financial restructurings reduced the savings from rejection of the
Golf Course/Park Leases from $2.9 million in lease payments, to $2.9 million minus the assumed
amount of $500,000 of available PFF revenues, for a net savings to the General Fund of $2.4
million.

8. At the request of Franklin, | also prepared a second financial model of the LRFP
that, instead of demonstrating the saving of the restructurings to the City, simply shows future
projected General Fund revenues and projected General Fund expenditures (Attachment “ A-1" to
the LRFP). There are no PFF revenues set forth in that financial model since PFF revenues are
not General Fund revenues. Attachment A-1 shows zero ongoing expense to the General Fund
for the 2009 bonds.

9. With respect to the issue of whether the City will collect enough in PFF revenues
to satisfy the obligations for which those future PFF revenues must be used, the downturn in
development in Stockton and the resulting nosedive in PFF revenues has dramatically decreased

the capacity to make payments from PFFs. While the future expectation is that upon recovery the

DECL. OF ROBERT LELAND ISOCITY’S SUPPL.
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Stockton market will be able to absorb 700 residential units per year, this is far below the
historical peak level of almost 3,000 per year during the early 2000s. And precisely when that
recovery will occur is still in question. Since the creation of the housing absorption study by
conaulting firm Economic & Planning Systems, Inc. (“ EPS”) in the second calendar quarter of
2013, the City’ s estimate of residential building permits to be issued building permits from FY 12-
13 through 16-17 has dropped 63% to 1,850, from the EPS original estimate of 4,668. All of the
factors discussed in the Steven Chase declaration place significant constraints on the availability
of PFF funds for anything other than the infrastructure improvements for which the PFF revenues
are collected, and little or nothing for payment of debt service to creditors.

10.  TheLRFP projectsthat, with the savings from the financial restructuring described
in the Plan as well as new revenues, new revenues from the passage of Measure A, the City will
achieve abalanced and sustainable budget. The projected levels of sales tax revenues, real
property tax revenues, user utility taxes, and other taxes, fees, and revenues will enable the City
to maintain and fund adequate municipal services, including fire and police protection, as well as
to satisfy the City’ s obligations to its creditors as restructured pursuant to the Plan.

The General Fund Reserve Level Contemplated By The Long-Range Financial Plan Is

Appropriate For The City's Long-Term Sustainability

11. Attached hereto as Exhibit M isatrue and correct copy of a publication by the
Government Finance Officers Association (GFOA) titled “ Best Practice: Appropriate Level of
Unrestricted Fund Balance in the General Fund (2002 and 2009) (BUDGET and CAAFR).” Itis
publicly available online at
http://lwww.gfoa.org/downloads/A ppropriatel evel UnrestrictedFundBalanceGeneralFund_BestPra
ctice.pdf. In this publication, the GFOA *recommends that governments establish aformal policy
on the level of unrestricted fund balance that should be maintained in the general fund.” Id. at 1.
It further recommends* at a minimum, that general-purpose governments, regardless of size,
maintain unrestricted fund balance in their general fund of no less than two months of regular
fund operating revenues or regular general fund operating expenditures.” 1d. at 2. This

recommended balance translates to 16.67% of total expenditures.
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12. In 2006, the City Council adopted aresolution approving a policy that aspired to
maintain in the General Fund a*“ catastrophic reserve’ that is “ equivalent to five percent of the
Genera Fund annual appropriations and transfers out” and an “ economic contingency/budget
uncertainty reserve’ that is also “equivalent to five percent of the General Fund annual
appropriations and transfers out.” City of Sockton Coundil Policy No. 700-4, Reserve Poli cy—
General Fund, adopted by Resolution 06-0299 (June 6, 2006). However, as the City’ s financial
health began to deteriorate, it became clear that this total reserve of 10% was inadequate. In the
LRFP any resources in excess of 15% of total expenditures are assumed available to be applied
toward unmet operating needs. Currently, it is projected that the City will not achieve a15%
reserve level until fiscal year 2032-33. If the City’ s finances were more favorable than currently
projected, the City could achieve its operating reserves earlier. In its fourth quarter financial
review for FY2013-14 held on February 25, 2014, the City staff report cited the GFOA’s
recommended reserve policy of two months of operating revenues or expenditures and now
recommends moving toward that level of reserve.® By inference this supersedes the City’ s 2006
policy of a 10% total reserve, which has not been cited in the City’ s Annual Budget since May
2010.

13. Franklin’ s suggestion that areserve fund of 10% or less is sufficient and that
money from this fund is available to pay the 2009 Bond Claim indicates a deep misunderstanding
of the purpose of reserves. Reserves are a one-time resource designed to help bridge a downturn
in the economy that results in lower revenues than projected, or to help meet an unexpected one-
time increase in expenditures. Reserves are not available to pay an ongoing increase in

obligations such as the 2009 Bond Claim. If the General Fund began paying the full $2.9 million

3 “The Government Finance Officers Association recommends, at a minimum, that general -purpose governments,
regardless of size, maintain unrestricted fund balancein their General Fund of no less than two months of regular
Genera Fund operating revenues or General Fund operating expenditures, which isequivaent to 16.7% of those
amounts. Citieswith formal reserve policies generally specify between 10-20% reserve levels. The Administration
now recommends that the portion of the Ending Fund Balance ($3.1 million) that resulted from the unanticipated
refund of County Property Tax Administration Fees (explained in detail later in thisreport), beretained in the
General Fund to hel p build the available fund balance. With abaance of $3.1 million (or just under 2%), the City is
dtill substantially bel ow these recommended levels. This recommendation is made to provide a small step towards
building up one-time monies to meet the many unfunded, but mission critical needs for spending.” (Council agenda
report #14-0202, February 25, 2014).
DECL. OF ROBERT LELAND ISO CITY’SSUPPL.
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in 2009 Bond debt service starting in the current fiscal year 2013-14, the General Fund would be
in deficit within six years.

14. In addition to these reserves, the Long-Range Financial Plan also incorporates a $2
million per year annual contingency (approximately 1% of expenditures). The purpose of this
annual contingency is, like an annual operating reserve, to protect the City against financial
setbacks. However, whereas an annual operating reserve represents one-time emergency
resources to deal with short-term issues, the annual contingency serves as a long-termbuffer
against natural swingsin economic conditions. As evidenced by the recent recession, economic
downturns can cause a city to fall short of its projections by millions, or even tens of millions, of
dollars over several years. Moreover, it may take several additional years for acity’ s revenues to
return to their prior peak year total, much less the level to which revenues would have grown
given acontinuation of pre-recession trends. For example, after five years, in FY2013-14
Stockton is still $36 million below the $203 million in General Fund revenue it received in its
peak fiscal year of 2008-09, and the City is $93 million below the trended level of revenue
produced by a continuation of the General Fund growth that occurred in Stockton from FY1996-
97 through FY 2006-07. The annual contingency is meant to provide a safeguard against these
types of long-term setbacks by serving as a “ smoothing” mechanism — that is, the annual
contingency spreads the impacts of economic downturns over the entire period of the LRFP. This
allows the City to make projections of its future finances without having to make predictions
about the timing or severity of future recessions.

15. Franklin argues that the $2 million annual contingency is unnecessary, and
contends that the City can simply pay that money to Franklin instead. This argument completely
misses the importance of the annual contingency to the City’s projections and the City’s long-
term fiscal health. While the City could theoretically eliminate the annual contingency from the
LRFP, the LRFP itself would then need to be atered in order to incorporate predictions as to the
timing and magnitude of economic swings and the impact of such swings on the City’ s finances,
which also would have the result of fewer revenues available for payments to creditors. Given the

inherent difficulties of predicting recessions, particularly over a 30-year period, budget forecasts

DECL. OF ROBERT LELAND ISOCITY’S SUPPL.
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do not typically do so, but rather opt for arealistic linear growth trend for revenue and either
build in a buffer against future variations or require significantly higher reserves.* However, if
the City were to eliminate its $2 million contingency and incorporate recessions into its revenue
forecast, and at the same time increase expenditures by $2 million annually to make payments
toward the 2009 Bond Claim, current projections indicate that this would cause the Genera Fund
balance to rapidly erode and result in a deficit within 7-9 years, depending on the timing and
severity of the recessions, which in turn would require another restructuring of City finances.

16. The City must be sustainable. The City recognizes that its financial plans and
budgets, however sound, will need to be amended as economic and financial circumstances
change. Maintaining ahealthy reserve is essential to weather the “worst case scenarios’” where
the City does worse than anticipated. The operating reserves and the annual contingency
projected in the LRFP are necessary to sustain the City as aviable municipality. Thisisin the
best interests of the City and itsresidents. Raiding these reserves for payments to Franklin would
imperil the City’ sfinancial viability.

17. Similarly, if the City were to subjugate its own business judgment to that of
Franklin’ s by submitting a plan that impaired CalPERS, Franklin would fare worse than it would
under the Plan. If the City were to impair CalPERS, CalPERS would have an immediate

unsecured claim worth approximately $1.62 billion.”> CaPERS s claim would represent 73.6% of

* The City of Sunnyvale isthe “gold standard” for long-range financial plans, inthat it has been adopting 20-year
budget forecasts bi-annually sincethe 1980°s. Sunnyval€'s current reserve policies are asfollows: (1) “The Generd
Fund Contingency Reserve will be maintained at 15% of operations costs in year one of the long-term plan, with
annual increases based on projected increases i n the Consumer Price Index”, (2) “ The Budget Stabilization Fund will
be a minimum of 15% of projected revenues for the first two years of the 20-year planning period. Beyond year two
the Budget Stabilization Fund will always have a balance of at least zero”, and (3) “The Twenty-Y ear Resource
Allocation Plan Reserve shall be used to levelize economic cycles and mai ntain stable service levels over thelong
term.” (http://sunnyval e.ca.gov/Porta §/0/Sunnyval e/ CodesAndPolicies/7.01.01.pdf) Sunnyval €' s projected reserves
for FY2013-14 total $92.7 million, which is 63% of its budgeted total requirement of $146.6 million. Sunnyvale does
not attempt to predict the timing of recessions, but rather usesrelatively linear forecasting trends (as does Stockton);
its projected property tax revenue averages 3.8% annual growth from FY 2013-14 through 2032-33 (compared to
3.4% for Stockton over the same period), and its salestax revenue averages 2.9% annua growth (compared to 3.1%
for Stockton over the same period).
® Thisis the amount which CaPERS claims it would be due as the total of the “Unfunded Termination Liability” for
the combined Safety and Miscellaneous plans, using the “ Termination Liability Discount Rate” of 2.98%, theyield of
the 30-year US Treasury Separate Trading of Registered Interest and Principal of Securities (STRIPS) as of June 30,
2012. Attached hereto as ExhibitsN and O aretrue and correct copies of excerpts from the Ca PERS Annual
Vauation Reports as of June 30, 2012 for the Miscellaneous and Safety Plans for the City of Stockton, respectively.
See page 28 of Exhibit N and page 28 of Exhibit O for CAPERS calculation of the “Unfunded Termination
DECL. OF ROBERT LELAND ISO CITY’SSUPPL.
-8- MEMO OF LAW SO FIRST AMENDED PLAN FOR
THE ADJUSTMENT OF DEBTS
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the unsecured claims pool, compared with aroughly 24.7% share for Retiree Health Benefit
Claimants ($545 million) and an approximate 1.6% share for Franklin (even assuming the
Franklin claim is in the amount of $35 million as opposed to $10.4 million).

The City' s Projecti ons Of Its CalPERS Obligations Are Sound

18. On the expense side, the City’ s projections of its CalPERS obligations are sound.
In September 2013, the City received a long-range projection of CAPERS employer rates® for its
Safety and Miscellaneous employee plans from its actuary, The Segal Company (“ Segal”), using
the CaPERS June 30, 2011 valuation, the latest then available, and taking into account the
following anticipated changes:

a. Rate smoothing and unfunded liability amortization changes phased in over five
years. These changes would result in significant short-term increases in rates, but
with fixed periods for amortization, rates would drop as various “layers’ of
unfunded liability become fully amortized, ultimately leaving only the levy of a
rate for “normal” costs with prior unfunded liabilities completely paid off. These
changes were subsequently reflected in the June 30, 2012 valuations (which
became available after the Segal forecast).

b. Mortality Improvements, reflecting longer beneficiary lifespans, phased in over
fiveyears. These were adopted by the CalPERS board in February 2014 and
should be reflected in the June 30, 2013 valuation reports due later this year.

c. Discount Rate Reduction. The City’ s projections include the assumption that an
additional reduction of 0.25% in the discount rate (the assumed investment return
for actuarial purposes) would be approved by the CaPERS board. If the discount
rate is reduced, employer rates go up significantly, given that 70% of CalPERS

income comes from investment returns. Two years ago the CaPERS staff

Liability” for the Miscellaneous and Safety Plans, respectively. Because the City intends not to terminate the
CaPERS contracts, the City has not researched this number and thus does neither agrees nor disagrees with this
amount.
® The employer rate consists of a“normal cost” rate to pay the cost of service accrued for active employeesfor the
upcoming fiscal year, and an “unfunded rate” to pay the fiscal year’s amortized portion of unfunded liability (the
amount by which accrued liahilities exceed the actuarial value of assets). Theserates are applied to the“ PERSable
income” of active employees to generate the amounts payable to CAPERS.
DECL. OF ROBERT LELAND ISO CITY’SSUPPL.
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recommended a 0.5% reduction in the discount rate, from 7.75% to 7.25%. The
CalPERS board enacted half of that amount, a 0.25% reduction to 7.5%, and
deferred action on the second half of the staff recommendation. To date the board
has not acted on the second 0.25% reduction. Given favorable investment returns
the past two years (the forecast assumed a 12.5% CalPERS investment return for
FY2012-13), and the cumulative impact of rate increase that results under (a) and
(b) above, there may be a disincentive for the board to act on this item in the near-
term. A board workshop on risk has been proposed for later thisyear. The City’s
projections, by including a discount rate cut, prudently assume the potential for an

additional rate increase.

. Payroll Adjustments. The unfunded liability portion of pension costs is afixed

amount, but the payment to CalPERS is determined by multiplying the unfunded
rate supplied by CaAPERS to the City’ s payroll. There isathree-year lag between
the last year CalPERS has actua payroll data from the City (e.g., FY2011-12), and
the year for which CalPERS is issuing its newest rate (for FY2014-15), and
CaPERS bridges the gap by assuming that the historical payroll last reported
increases by 3% annually. If the City’ s payroll for the rate year in question

(FY 2014-15) is less than estimated by CalPERS, the unfunded rate provided by
CaPERS will prove to be too low to generate the payments expected from the City
by CaAPERS for purposes of unfunded liability amortization, and in subsequent
years that unfunded portion of the rate will need to be increased. This outcome of
payroll being less than the CAPERS actuarial projection has proved to be an issue
statewide as many cities have cut positions and reduced compensation, as has
Stockton, and thus wind up with lower payroll than in the CalPERS actuarial
valuation. In an effort to better reflect the impacts on the unfunded portion of the
employer rate, Segal’ s estimates took into account the lower level of payroll in the
near-term due to past position cuts and compensation reductions. They also built

in the higher payroll long-term due to the three-year phase-in of 120 new police
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officer positions and other non-sworn staff as part of the City’ s Marshall Plan on
Crime.

e. ThePublic Employees Pension Reform Act (“PEPRA”), provides for lower
benefit levels for “new hires’ (this excludes past CalPERS members with less than
asix-month break in service, who would retain the higher benefit levels, referred
to as“classic’ members). Savings will accrue over time as gradua ongoing
turnover places “ classic” new hires in the City’ s “tier 2" (an in-between level of
benefits between PEPRA and the original or “tier 1" level of benefits) and “non-
classic” new hireswho will fall into the PEPRA tier. Thistransition is included in
the Segal estimates, which also assume all of the new safety hires under the
Marshall Plan come in under PEPRA and are computed under that formula. The
City does not yet have official employer rates for PEPRA employees. These are
expected in the June 30, 2013 valuation report due later thisyear. While PEPRA
assumes a 50:50 split of total normal cost between employer and employee, this
has to be negotiated. If agreement is not reached the City can impose a 50:50 split,
but not until 2018.

19. Segal took the estimated rates of each tier using the foregoing assumptions, and
computed aweighted overall Safety rate, which was multiplied by forecasted Safety employee
“PERSable” income (salary, add-pays, uniform allowance), and aweighted overall Miscellaneous
rate, which was multiplied by forecasted Miscellaneous salaries. Salary growth includes the new
employees under the Marshall Plan, cost of living adjustments (COLAS), and estimated impact of
merit (step) increases.

Franklin Could Not Get More Money From The City If The Bankruptcy Case Wer e Dismi ssed Or

If The City | mpaired CalPERS

20. Franklin claims that it will do better if the City’ s bankruptcy case were dismissed
because Franklin could obtain ajudgment against the City for the amount of the lease payments
every six months. But Franklin misses a key point: The City would not have enough money to

pay these judgments. With the possible exception of the Ambac Settlement Agreement, all of the

DECL. OF ROBERT LELAND ISO CITY’S SUPPL.
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settlements that the City has made with its creditors would be unraveled, and Franklin would be
just one out of more than one thousand creditors pursuing individual remedies in state court.
The City simply would not have sufficient fundsto pay al of the judgments that would be
obtained by all of its creditors if the City was no longer afforded bankruptcy protection. These
creditors would include CalPERS, holders of Retiree Health Benefit Claims, NPFG, Assured,
possibly Ambac, various tort claimants and numerous other creditors. The inevitable resulting
chaos would seriously harm the City’ s operations, staff retention, crime prevention, the collection
of fee and tax revenues, and Stockton’ soverall desirability for both residents and businesses.
Concluson

21. The City has endeavored to maintain budgetary solvency through forecasting the
higher level of pension costs that even the most recent CalPERS actuarial valuation projections
do not incorporate. The City has incorporated inflationary cost increases over time, including
modest 2% salary and health COLASs to remain competitive within the labor market. The forecast
also builds in higher contributions to replace the City’ s aging technology, fleet and equipment,
undertake deferred maintenance, and slowly rebuild reserves in its Workers Compensation fund.
Service level solvency is being addressed through the implementation of the Marshall Plan on
Crime, made possible by voter approval of Measure A, the 0.75% local salestax. The additional
$28 million in annual sales tax revenue from Measure A allows for the hiring of 120 police
officersto achieve 1.6 sworn officers per 1000 residents, and another 43 support staff, while
building up adequate reserves and avoiding the need for additional service level cuts to balance
the General Fund budget. These levels of budgetary commitments and public safety
improvements may not attain the ultimate in budgetary vitality and public safety staffing levels,
but they do alow the City of Stockton to emerge from bankruptcy with ademonstratively
sustainable financial plan over a far longer time frame (30 years) than proposed by other bankrupt
cities, such as Vallgo (5 years) or Detroit (10 years).
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DECL. OF ROBERT LELAND ISOCITY’S SUPPL.
-12- MEMO OF LAW 1SO FIRST AMENDED PLAN FOR
THE ADJUSTMENT OF DEBTS
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Executed this 3( st day of March 2014, at :Da'l/ /r5 , California. I declare

under penalty of perjury under the laws of the State of California and the United States of

America that the foregoing is true and correct.

DECL. OF ROBERT LELAND ISO CITY’S SUPPL.
OHSUSA:757244220.3 -13 - MEMO OF LAW ISO FIRST AMENDED PLAN FOR
I'HE ADJUSTMENT OF DEBTS
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¥ PRELIMINARY THE CITY OF STOCKTON

"+ GENERAL FUND REVENUE ESTIMATE

Hd

CORIENACONE 2014-15 Revenue Estimate based on 2013-14 Values and Estimated Changes
Prop 8§ ReducﬁonEsﬁmate -3F Prop 8 Calculation: - RDA Prop 8 Calculation - Region Prop.8 Total
Prior Year Median $150,000 $75,000
Current Year Median Sates Through12/15/2013 $190,000 $100,000
Price Change (%) 26.6667% 33.3333%
Peak Median $421,750 $305,000
Parcel Count of Est. SFR Prop 8 Parcels 28,194 9,683

$4,594,623,958
$7,169,074,999
2,574,451 ,041
0.14719

$378,944,035

$803,495,308
$1,388.033,512
585,538,206
0.10870

$63,645,457

Net AV of Est. SFR Prop 8 Parcels $5,398,119,264
Peak Values of Prop 8 Parcels
Potential Recapture of Prop 8 Parcels

Pot. Recap Recovery Ratio { if change » 5%)
Est. Prop 8 Reduction

$442,589,493

_  GeneralFund |

General Fund and BY Values 2013-14
Citywide Net Taxable Value 2013-14
Real Property Value (Inci. Prop 8 parcels)

$15,845,441,180

$11,677,421,502

$17,079,490,783
$16,140,5632,083

CP1 of Non Prop 8 Parcels (0.454%) $32,155,901 $48,770,554

Transfer of Ownership Assessed Value Change $72.822.812 $89,148,442
Successful Appeals Exposure Estimate Not Available Mot Available
Est. SFR Prop 8 Adj Based on Recent SFR Price I $378.044,035 ” $442 589,493 [
Estimated Real Property Vaiue $12,161,344,250 $16,721,040,572
Base Year Values $3,701,741,081 Included in AV

Secured Personal Property Value (0.0% growih) $102,135,109 $207,583677
Unsecured Personal Property Value (0.0% growth) $361,009,383 §725,137,400
Nonunitary Utility Value $3,134,105 $6,227,623

Enter Completed New Construction

Estimated Net Taxable Value

$16,329,363,928

$17,659,999,272

Estimated Total Percent Change 2014-15 3.05% 3.40%
Taxed @ 1% $163,293,639
Aircraft Value $9,141
Average City Share 0.1666367035 $27,210,714
Alrcraft Rate (.01 * 0.333333333) 530
Estimated Pending Appeals Impact Mot Avallable
Enter Unitary Taxes Budgeted Flat [ I
Net GF Estimate for 2014-15 $27,210,744
Enter Suppl. Apportionment Recd. in 2013-14 { l
Base Value of VLFAA $17,981,933
Estimated Change to VLFAA $611,386
VLFAA Estimate for 2014-15 $18,593,318

CTY257715
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g% PRELIMINARY THE CITY OF STOCKTON
bl GENERAL FUND REVENUE ESTIMATE

CORENACONE 2014-15 Revenue Estimate based on 2013-14 Values and Estimated Changes

NOTES:

+ Base Year Values Entry. The demise of redevelopment means that base year values in redevelopment project areas will tend to remain constant {no growih).
+ Completed new construction entry: if completed new consiruction has resulted in a sale of the progeriy it is likely that the new value will appear in the value
increase due to transfers of ownership entry and thersfore should not be also included in the completed new construction value. Enter the value of new
construction completed between Nov. 2011 and Oct. 2012

e Successful Appeals: For Counties where appeals data is available, estimates are based on most recent appeals closed during the 2012 calendar year.

s Pending Appeals impact: In counties were appeals data is available, we are providing an estimate of the jurisdiction’s share of potential revenue reduction
resulting from appeals resolved mid-year. This is a "best guess” however commercial and indusinal appeals oulside of former RDAs bBave been filed in
unprecedented numbers and are having a negative impact an cash flows as fax payers are due refunds.

s Secured personal properly and unsecured values are projectsd 2t 100% of 2012-13 levels

« Estimated Assessor Prop 8 Reductions: Prop 8 reductions in value are TEMPORARY reductions applied by the assessor that recognize the fact that the
current market value of a property has fallen bslow its current (Prop 13) assessed value. For 2013-14, properties with prior Prop B reductions are not included in
the CPlincrease, they are projected flat until either the Assessor begins to recapture vaiue as the economy improves and median sale prices begin to increase
or they are further reduced.

e Supplemental revenue allocations are pooled countywide and are erratic. They should be budgeted conservatively using last year's actual receipts as a guide.
e General Fund Revenue Estimate does not include any ad valorem voter approved debt service revenue

= The projection assumes 100% payment of taxes. Delinguency is not considered in the projection; however, rates of hetween 3%-4% are typical

s Pass through and residual revenues from former redevelopment agencies ars not included in this estimate

e SB 2557 Administration Fees are not deducted from the general fund projections.

CTY257716
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2013-2014 PROPERTY DATA

THE CITY OF STOCKTON
PRELIMINARY PROPERTY TAX REPORTS

HdlL>

CORENARCONE

Revenue Management for Local Government

CTY257717
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@ THE CITY OF STOCKTON

CORENSCONE 2013/14 PROPERTY TAX

Contents

Section 1:  Entire City

Assessed Values

Grawth oy Use Category

Prop 8 Potential Recapture History

Cily Growth Companson

Neat Taxable Secured Value Changes
Secured Value Change History List ng
Transfer of Gwmership

Sales Value History

County Sales Comparison by Gity
Sales Hstory

Comparisan of Medin Sale Price to Pezk Price
Roll Suramary

Use Category Summary

Froperty [ax Dollar Breakdown
Represantalive General Levy Share Estimate
Property Tax Revenue

Tap Ten Propenty Taxpayers

Top 25 Property Taxpayers - Secured
Tap 25 Praperty Taxpayers - Unsecured
SBE Assessed Nonunitary Ltilities
Parcel Change Listing

Section 2: Stockton General Fund
Assessed Values
Growth by Use Category
ket laxable Secured Value Changes
Secured Value Change History List ng
Fraperty Tax Revenue
Roll Summary
Use Category Summary
Tap Ten Property Taxpayers
Tap 25 Property Taxpayers - Secured
Top 25 Property Taxpayers  Unsecured

Section 3:  Successor Agency
Assessed Values
Agency Value Change Summary
Growth oy Use Category
Net Taxable Secured Value Changes
Rall Suramary
Base Year Yalue Summary
Property Tax Revenue
Averape Basic Revenues
Tap Ten Property Taxpayers
Available Cocuments by Party

Section 4: Foreclosure Information
Foreclosure Acliv ty
Secured Lender Qwnad Listing

Section 5: Resources
Tax Inerement Projechions
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h
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Cescription of Property Tax Reports
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THE CITY OF STOCKTON

2009/10 TO 2013/14 ASSESSED VALUES

unseswed [ |-2o0m10 [ ]-2000m 2otz [ oo [
Nonuniary Percent Change
Seaured $4,000.000,000 $7,000,000,000 $12.000,000,000 $16,000,000,000 City County
Land __________ ' ' '
$4.842,620.608 |
$4,488.206.165 3% | 6.3%
$4,104 817 240 8.5% | -5.3%
$4,057.179.093 33% | -1.4%
$4,635.881.709 143% | 121%
Improvements
$12.972.126 713 | [ ] |
$13,357,250,221 -4.4% | -2.2%
$12.729,256,263 -4.7% | -28%
$12,762,810,689 03% | 0.3%
$12,936,760,503 e 14% | 27%
Persanal Property
$1,248 239 480 |
$1,247.613.275 01% | -51%
$889 154,586 287% | -28%
$1,130,583,159 272% | 15%
$1,078,547.222 -46% | -D.4%
Exemptions
$1.261.215 511 |
$1.341830202 | | B4% | 51%
$1,404,847 651 4.7% | 2.0%
$1,367.826.003 || -26% | -0.9%
$1.464.976.459 || 7T1% | 5.0%
1 1 1
$6.000,000,000 £12,000,600,000 218,000,000.000 $24 000,000,000 City County
Gross Assessed
$20.062 995,799 [ | |
519.093,069,661 -48% | -3.9%
$17.813,028,08 | R i e B 87% | -3.5%
$17.950,572 941 08% | -01%
s13.651,120.434 39% | 5.0%
Net Taxable Value
$16,714,429,943 ] |
$17,660,721,485 568% | -3.8%
$16,317.248,320 TE6% | 3T%
$16.477 890782 10% | -01%
$17.079,194.430 36% | 50%
[ | 1

Dats Source: San Joaguin Counly Assessor 200918 To 201314 Cormbined Tax Ralls

This report is not to be vsed In suppori of debi issuance or conbiniing disclosure staternents withaut the
written coasant of HoL, Caren & Cone

Prepared On 12M11/2012 By MY

Fage 1
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THE CITY OF STOCKTON
2013/14 GROWTH BY USE CATEGORY

2012/13 to 2013/14 Value Growth by Use Category

Category 201213 Net Taxable Value 2013114 Net Taxable Value % Change | % Change
Residential 72.348 $9,926,281,338 72,396 $£10,522,004,860 [(B1.6%) 5585,723,521 5.0%
Commercial 3019 52,329 826,238 2.998 $224377C328 (131%) 585 055,910 -3 7%
Induslrial a46 $2.050,468 685 841 §2,042,335,804  (12.0%) 55,132,881 -0 4%
Lnsecured f6.8307 $1.518 568,401 f6.754] $1,510901,199  (B.8%) SRGG5 202 08Uk
Vacant 3.696 $315,581.504 3.682 $356,847 879 [2.1%%) 536,868 475 11.5%
Miscellaneous geo $180,230.737 6587 $187 727,368 [1.1%) $7,496,532 4.2%
Unknovn 51 345,780,118 97 $108,884,814  (0.6%) 562,104 496 132.8%
Recreztional 43 541,747 447 42 341,477,768 (0 2% -E289.879 -G 6%
Institutional 243 $30,132355 245 $32255,010 (0.2%) $2,126.655 7.1%
Irrigated 25 $15,181,473 25 15,446 845 (0. $2685 372 1.7%
Cross Reference 350§ 37,566 857 [243] 57463313 (0.0%) 3103 544 1.4
SBE Monunitary 23 $7,503,432 [73f $6227 623 (0.0%) -81 275,809 -17 0%
Govt Owned a5 $3,834,558 58 54,144 071 (0 0% £309,513 8 1%
Exempt 1,484 50 1.483 50 (0.0%) 30| » 989.9%
TOTALS 82 453 $16,479,101,234 B2, 558 $17,079,490,783 {100.0%) 4600,389,549 36%
Numkbers in blue are parcel’sssessment counts

Assessed Value by Major Use Category
$12.000,000,000
_ Bl 201213
510,000,000,000 - % 2013114
$8,000,000.000 - %
5 : =
§ $6.000.000.000 -
% $4,000,000,000 -
$2,000,000,000 -~
30 T e
Residential Commercial Industrial Unsecurad Vacant Miscellareous Unknown

Use Category

Data Sowce: San Joaquin Counly Assessoy 20 3474 Combined Tax Rotls

This report I3 Mo [0 De used i sunpart of gebt issuance oF comtinying disclosue
stalerments withow? the willen consen! of Hol, Carenr & Cone

Prepared On 1201152013 By MY
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SAN JOAQUIN COUNTY
CITY GROWTH COMPARISON

CORENZCONE
2012113 To 2013114 Net Taxable Assessed Value Change

City 2013/14 Net Value Value Change % Change
Ripan 1,523,370,600 136,214,765 9.820%
Manteca 5,073 161,256 435,853,864 9.389%
Tracy 7.479,463,297 581,821,699 §.435%
Lathrop 1,962,577 631 77,812,784 4.129%
Escalon 573,628.990 21,239,079 3.846%
Stockton 17.079,490.783 B00,389,549 3.643%
Lodi 4867730852 157,814,753 3.351%

Data Source: San Joaquin County Assessor 201344 Combined Tax Rofis
This report 15 Not 10 be used I SUpHOrT OF debt f5sUance of CORbnUY dISCiosUre Staraments without e WHiten consant of HAL, Coren Page 4

& Cone

Prepared On 121112013 By MY
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