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CITY’S MOTION TO AMEND FINDINGS OF FACT IN

OPINION REGARDING CONFIRMATION

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

MARC A. LEVINSON (STATE BAR NO. 57613)
malevinson@orrick.com
NORMAN C. HILE (STATE BAR NO. 57299)
nhile@orrick.com
PATRICK B. BOCASH (STATE BAR NO. 262763)
pbocash@orrick.com
ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Telephone: +1-916-447-9200
Facsimile: +1-916-329-4900

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-26

Chapter 9

CITY OF STOCKTON,
CALIFORNIA’S MOTION PURSUANT
TO FEDERAL RULE OF
BANKRUPTCY PROCEDURE 7052 TO
AMEND FINDINGS OF FACT IN
OPINION REGARDING
CONFIRMATION AND STATUS OF
CALPERS

Date: February 25, 2015
Time: 10:00 a.m.
Dept: Courtroom 35
Judge: Hon. Christopher M. Klein

The Court’s Opinion Regarding Confirmation And Status Of CalPERS, filed February 4,

2015 [Dkt. No. 1873] (the “Opinion”) should be amended to reflect recently discovered and

uncontested facts and to conform certain findings with the Order Confirming First Amended Plan

For The Adjustment Of Debts Of City Of Stockton, California, As Modified (August 8, 2014)

[Dkt. No. 1875] (the “Confirmation Order” confirming the “Plan”). This Rule 7052 motion is not
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intended to amend the Confirmation Order, which is accurate and correct. The City and creditors

are working diligently towards a Plan effective date that will occur as soon as possible.

I. BACKGROUND

On August 21, 2012, less than two months after the City of Stockton, California (“City”)

filed its chapter 9 petition, the City entered into a stipulation with Wells Fargo Bank, National

Association, in its capacity as Indenture Trustee (hereinafter, “Trustee”), regarding the use of

funds held in certain reserve and other accounts established by various pre-bankruptcy documents

and maintained by the Trustee.1 That stipulation was approved by a Court order dated August 29,

2012. A copy of the Stipulation and Stipulation Order is attached hereto as Exhibit 1.

The Stipulation provides that as of the Petition Date, June 28, 2012, the aggregate amount

held by the Trustee in the reserve and other accounts attributable to the 2009 lease revenue bonds

owned by Franklin2 was $2,437,536.20. See Stipulation at 3:8, fn. 5. Pursuant to the Stipulation,

the Trustee was entitled to apply these monies towards the “satisfaction of interest, principal

and/or other amounts that are due and owing as of the date of the [Stipulation] Order or that may

become due and owing thereafter in connection with the Bonds (including costs and expenses of

the Trustee) and for such other purposes as are permitted by and in accordance with the terms of

the Indentures.” Stipulation, at 4. This amount represents funds in which the Trustee had and has

a valid, perfected security interest and which therefore could not be recovered by the City,

through bankruptcy or otherwise.

As a result, any monies from the reserve funds that were or may be applied to principal or

interest on the underlying bonds (but not to the Trustee’s expenses) should have been subtracted

from the Trustee’s total claim. However, due to an oversight by the City, this amount was not

accounted for in the calculations of either Franklin’s secured or unsecured claim reflected in the

/ / /

1 See Stipulation Between the City Of Stockton And Wells Fargo Bank, National Association, As Indenture Trustee
For Relief From The Automatic Stay With Respect To Indenture Funds And Additional Funds (“Stipulation”),
attached as Exhibit A to the Order Granting Motion To Approve Stipulation Between the City Of Stockton And
Wells Fargo Bank, National Association, As Indenture Trustee For Relief From The Automatic Stay With Respect
To Indenture Funds And Additional Funds (Aug. 29, 2012) [Dkt. No. 533] (“Stipulation Order”).
2 Franklin High Yield Tax-Free Income Fund and Franklin California High Yield Municipal Fund (collectively,
“Franklin”).
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Plan.3 The City discovered this omission during its preparations for the effective date following

the Court’s oral ruling confirming the Plan.

Following such discovery, the City raised the issue with Franklin and the Trustee, and the

parties mutually agreed to amend the proposed confirmation order to correct the omission. At the

status conference on January 20, 2015, the City notified the Court of the parties’ intention to

insert an additional paragraph into the then-current version of the confirmation order so as to

adjust the size of Franklin’s unsecured claim.4

The new paragraph, which was agreed to by the parties and included in the Confirmation

Order, amended definition 102 of the Plan to reflect the correct amount of Franklin’s unsecured

claim.5 The amount of Franklin’s unsecured claim, as stated in the Confirmation Order, was

calculated as follows:

$36,603,625.93 Franklin’s total claim, as of the Petition Date
- $4,052,000.00 Franklin’s secured claim, to be paid in full pursuant to the Plan
- $2,437,536.20 Funds held by the Trustee as of Petition Date
+ $316,295.72 Funds used to pay trustee expenses related to the Franklin bonds
+ $24,805.33 Trustee’s billed but unpaid expenses related to the Franklin bonds
+ $25,000.00 Estimate of Trustee’s future expenses related to the Franklin bonds
$30,480,190.00 Franklin’s unsecured claim (rounded)

Crediting Franklin for $2,071,435.15 (which nets out the Trustee’s fees) means that the

Franklin secured claim increases from $4,052,000.00 to $6,123,435.15. This raises Franklin’s

total recovery on its secured and unsecured claims from approximately 12% to approximately

17.5%. The City believes that the Trustee’s expenses/professional fees were incurred postpetition

and, in amending the Confirmation Order, agreed to treat the Trustee’s attorney fees as

constituting an unsecured claim. See In re SNTL Corp., 571 F.3d 826 (9th Cir. 2009).

/ / /

/ / /

3 Throughout the chapter 9 case, the parties have referred to “Franklin’s claims” since Franklin owns all of the 2009
bonds and the bonds are uninsured. However, under the terms of the Plan, the Golf Course/Park Secured Claim is
held by the 2009 Golf Course Park Bond Trustee and not by Franklin. See Plan, at 14 (definition 101).
4 See Transcript of Proceedings (Jan. 20, 2015), at 6:17-8:4.
5 Confirmation Order, ¶ 3.
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II. PROPOSED AMENDED FINDINGS

At the time the City uploaded the Confirmation Order, it did not know that the Court

intended to write an opinion for publication to supplement the Confirmation Order. Had it been

aware that a published opinion was forthcoming, it would have stated the bases for reducing

Franklin’s unsecured claim more expressly in order to ensure that the correct calculation was

incorporated into such opinion. Unfortunately, the Opinion includes a handful of references to

the size of Franklin’s recovery that, because such references are based on earlier calculations of

Franklin’s unsecured claim, are inaccurate and inconsistent with the facts that only recently came

to light. The City notes the following statements contained in the Opinion:

 Page 50 at 27-28: “In contrast, Franklin loses about $32 million.”

 Page 53 at 8-11: “It turned out that its collateral was worth only

about $4 million, which sum is being paid in full by the City. The

rest is unsecured debt, to be paid the same 1 percent as all other

unsecured creditors . . .”

 Page 54 at 3: “Franklin is receiving about $4.35 million on its $36

million in bonds . . .”

 Page 54 at 6: “Its 12 percent overall return . . .”

The City respectfully submits that, pursuant to Bankruptcy Rule 7052, the Court amend

these portions of the Opinion, and any other portions it deems appropriate, in order to make the

Opinion consistent with the Confirmation Order. No amendments to the Confirmation Order are

sought or required.

Dated: February 11, 2015 MARC A. LEVINSON
NORMAN C. HILE
PATRICK B. BOCASH
Orrick, Herrington & Sutcliffe LLP

By: /s/ Marc A. Levinson
MARC A. LEVINSON

Attorneys for Debtor
City of Stockton

OHSUSA:761115381.2
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