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MARC A. LEVINSON (STATE BAR NO. 57613)
malevinson@orrick.com
NORMAN C. HILE (STATE BAR NO. 57299)
nhile@orrick.com
JOHN W. KILLEEN (STATE BAR NO. 258395)
jkilleen@orrick.com
ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Telephone: (916) 447-9200
Facsimile: (916) 329-4900

Attorneys for Debtor
City of Stockton

UNITED STATES BANKRUPTCY COURT

EASTERN DISTRICT OF CALIFORNIA

SACRAMENTO DIVISION

In re:

CITY OF STOCKTON, CALIFORNIA,

Debtor.

Case No. 2012-32118

D.C. No. OHS-1

Chapter 9

DECLARATION OF TERESIA HAASE
IN SUPPORT OF CITY OF
STOCKTON’S REPLY TO
OBJECTIONS TO ITS STATEMENT
OF QUALIFICATIONS UNDER
SECTION 109(C) OF THE UNITED
STATES BANKRUPTCY CODE

Date: February 26, 2013
Time: 1:30 p.m.
Dept: C
Judge: Hon. Christopher M. Klein
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I, Teresia Haase, hereby declare:

1. I am the Human Resources Director for the City of Stockton, California (“the

City” or “Stockton”). I make this declaration in support of the City’s Reply to Objections to

Statement of Qualifications Under Section 109(c). On June 29, 2012, I submitted a declaration in

support of the Statement of Qualifications the City filed on June 29, 2012 (the “June Declaration”

or “June Decl.”).

2. I have reviewed the declaration of Nancy Zieke, filed by the Capital Markets

Creditors on December 14, 2012. One component of Ms. Zielke’s Alternative Budget Model

assumes that the City would have achieved approximately $1.25 million in savings during fiscal

year 2012-13 by applying for and obtaining a “hardship exemption” from the California Public

Employees Retirement System (“CalPERS”). See Zielke Report, p. 65. State law permits

CalPERS to re-amortize unfunded accrued pension obligations where doing so would result in a

reduction in the required contribution from an agency that has contracted with CalPERS. This

process colloquially is called “the hardship exemption.”

3. As Ms. Zielke notes, on December 4, 2012, the City submitted to CalPERS a

formal request for relief under the hardship exemption. Attached as Exhibit A is a true and

correct copy of that request. On January 2, 2013, CalPERS denied the City’s request via email.

Attached as Exhibit B is a true and correct copy of that email from Mr. Alan Milligan, CalPERS’

chief actuary. Though Mr. Milligan’s email referred to the possibility of the City applying for an

“exception” to the requirements for obtaining a hardship exemption, in a subsequent telephone

call with CalPERS, Mr. Milligan informed me that the City would be unlikely to qualify for this

exception because of its potential inability to “provide continuation of funding at termination,”

among other reasons.

4. In addition to applying for a hardship exemption after filing its chapter 9 petition,

before entering bankruptcy the City made several attempts to reduce its pension liabilities. For

example, until 2010, the City paid both the employer and the employee statutory contributions

towards the CalPERS pension plan. By August of 2011, all employees were paying 100% of the

statutory employee contribution towards the CalPERS pension plan of either 7% (non-safety) or
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From: "Milligan, Alan" <Alan_Milligan@CalPERS.CA.GOV>

To: 'Teresia Haase' <Teresia.Haase@stocktongov.com>

CC: "Ratto, Gina" <Gina_Ratto@CalPERS.ca.gov>, "Sturm, Kelly" <Kelly_Sturm@CalPERS.CA.GOV>

Date: 1/2/2013 4:08 PM

Subject: RE: City of Stockton - Request for Hardship Funding Extension

Teresia Haase
Director of Human Resources
City of Stockton

Thank you for your letter of December 4th requesting information about the viability and effectiveness of a
request for a funding extension under the current Board policy. I apologize for the delay in providing you with
a response.

The current policy that lays out the requirements for qualifying for a 30 year funding extension are available at
the following link:
http://www.calpers.ca.gov/eip-docs/about/board-cal-agenda/agendas/bpac/201009/item3g-2.pdf
As outlined in that document, there must be “Evidence that reductions in the employer rate will produce no
long-term harm to the employer’s plan including … A review of the plan’s funded status on a termination
basis i.e. in the event that the employer terminates the plan (as current State law allows) to determine if the
plan’s assets will be sufficient in the future to cover all plan termination liabilities without any reduction in
benefits.”

The City of Stockton does not meet this criteria. The plans’ assets were not sufficient to cover all plan
liabilities on a termination basis as of June 30, 2011 as was shown in the hypothetical termination liability
calculation included in the most recent actuarial valuation report. If the City has additional information that
would suggest that the situation is significantly different today, please provide us with details of what has
changed.

There is an exception to the above requirement as follows: "If the plan’s assets will not be sufficient, other
factors will be considered on a case by case basis based on the specific facts and circumstances of each
request, including without limitation, the likelihood of the employer terminating its contract, the employer’s
ability to provide continuation of funding at termination, whether annual contributions continue to and are
projected to continue to exceed benefits paid to retirees and beneficiaries, and/or whether the rate relief
would have a material impact on the plan’s funded status."

If the City feels that it can make the case that it can show that it meets this exception, it should make the case
that this is so and provide documentation that supports the City’s position We would be pleased to review
any such submission.
Should you require further assistance, please let us know. While the City is in litigation regarding bankruptcy,
it would be best to copy our legal office on any correspondence as that will help to ensure that there are no
unnecessary delays.
Yours Truly
Alan Milligan | Chief Actuary, CalPERS
(916) 795-2113 | alan_milligan@calpers.ca.gov

From: Teresia Haase [mailto:Teresia.Haase@stocktongov.com]
Sent: Tuesday, December 11, 2012 3:07 PM
To: Milligan, Alan; Teresia Haase
Cc: Lamoureux, David; Yu, May; abelknap@managementpartners.com; John Luebberke; Laurie Montes
Subject: Re: City of Stockton - Request for Hardship Funding Extension
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resending with original request attached.

Teresia
Teresia Haase
Human Resources Director
22 East Weber Avenue, Suite 150
Stockton, CA 95202-2317
209-937-8344
209-937-8558 (fax)

>>>

From: Teresia Haase

To: alan_milligan@CalPERS.CA.GOV

CC: Andy Belknap; David_Lamoureux@CalPERS.CA.GOV; John Luebberke; Laurie Montes; may_yu@calpers.ca.gov

Date: 12/11/2012 3:05 PM

Subject: Re: City of Stockton - Request for Hardship Funding Extension

Dear Mr. Milligan, as you are aware the City is in bankruptcy proceedings and urgently needs
to know whether a hardship funding extension will be possible, and to what extent the
reduction would be if granted. Please provide an estimate of when we may expect to hear
back regarding our request.

Thank you for your attention to this urgent matter.

Teresia
Teresia Haase
Human Resources Director
22 East Weber Avenue, Suite 150
Stockton, CA 95202-2317
209-937-8344
209-937-8558 (fax)

>>>

From: Teresia Haase

To: alan_milligan@CalPERS.CA.GOV

CC: David_Lamoureux@CalPERS.CA.GOV; John Luebberke; Laurie Montes; may_yu@calpers.ca.gov

Date: 12/4/2012 12:13 PM

Subject: City of Stockton - Request for Hardship Funding Extension

Dear Mr. Milligan, please see the attached request, hardcopy to follow.

Thank you.

Teresia
Teresia Haase
Human Resources Director
22 East Weber Avenue, Suite 150
Stockton, CA 95202-2317
209-937-8344
209-937-8558 (fax)
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