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This AGENDA contains a brief general description of each item to be considered. The posting of the recommended
actions does not indicate what action may be taken. If comments come to the City Council without prior notice and
are not listed on the AGENDA, no specific answers or response should be expected at this meeting per State law.

Those wishing to address the Council on any matter for which another opportunity to speak is not provided on the
AGENDA but which is within the jurisdiction of the Council to resolve may come forward to the podium during the
"COMMUNITY FORUM?" portion of the AGENDA. Those wishing to speak on a "PUBLIC HEARING" matter will be
called forward at the appropriate time during the public hearing consideration.

Copies of written documentation relating to each item of business on the AGENDA are on file in the Office of the City
Clerk and are available for public inspection. Information may be obtained by calling (707) 648-4527, TDD (707) 649-
3562, or at our web site: hitp://www.ci.vallejo.ca.us/

Vallejo City Council Chambers is ADA compliant. Devices for the heanng impaired are available

from the City Clerk. Requests for disability related modifications or accommodations, aids or

services may be made by a person with a disability to the City Clerk's office no less than 72 hours

(_/ prior to the meeting as required by Section 202 of the Americans with Disabilities Act of 1990 and
the federal rules and regulations adopted in implementation thereof.

NOTICE: Members of the public shall have the opportunity to address the City Council concerning any item listed on the notice
before or during consideration of that item. No other items may be discussed at this special meeting.

VALLEJO CITY COUNCIL
SPECIAL MEETING — CLOSED SESSION
5:00 PM. — CITY COUNCIL CONFERENCE ROOM

A.  CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION — INITIATION
OF LITIGATION PURSUANT TO SUBDIVISION (C) OF SECTION 54956.9 (NUMBER
OF CASES: ONE)

B. CONFERENCE WITH LABOR NEGOTIATOR PURSUANT TO GOVERNMENT CODE
SECTION 54957.6. NEGOTIATORS: JOSEPH TANNER, CITY MANAGER; CRAIG
WHITTOM, ASSISTANT CITY MANAGER-COMMUNITY DEVELOPMENT; DENNIS
MORRIS, HUMAN RESOURCES DIRECTOR; SUSAN MAYER, ACTING FINANCE
DIRECTOR; EMPLOYEE ORGANIZATIONS: INTERNATIONAL ASSOCIATION OF
FIREFIGHTERS, LOCAL 1186 (IAFF), VALLEJO POLICE OFFICERS ASSOCIATION
(VPOA), INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, LOCAL
2376 (IBEW) AND CONFIDENTIAL, ADMINISTRATIVE AND MANAGERIAL
PROFESSIONALS (CAMP)
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VALLEJO CITY COUNCIL
SPECIAL MEETING
7:00 P.M. — CITY COUNCIL CHAMBERS

CALL TO ORDER
PLEDGE OF ALLEGIANCE
ROLL CALL
ADMINISTRATIVE ITEMS

A CONSIDERATION OF THREE RESOLUTIONS ADDRESSING THE CURRENT
GENERAL FUND FISCAL EMERGENCY AS FOLLOWS:

(1) A RESOLUTION OF INTENTION TO AMEND THE FISCAL YEAR 2007-
2008 BUDGET, APPROVAL OF A NEW STAFFING PLAN, APPROVAL
OF A FISCAL EMERGENCY PLAN, DIRECTING THE CITY MANAGER
TO IMPLEMENT SAID PLAN, AND .AUTHORIZING THE CITY
MANAGER AND CITY ATTORNEY TO RETAIN: ORRICK,
HERRINGTON & SUTCLIFFE LLP; LIEBERT, CASSIDY & WHITMORE,
A PROFESSIONAL CORPORATION; PUBLIC FINANCIAL
MANAGEMENT, INC.; MANAGEMENT PARTNERS, INC.; AND ANY
OTHER OUTSIDE LEGAL COUNSEL OR CONSULTANT DEEMED
NECESSARY TO ASSIST IN CONNECTION WITH IMPLEMENTING
THE FISCAL EMERGENCY PLAN - MARCH 3, 2008

(2) A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE VALLEJO POLICE
OFFICERS ASSOCIATION (VPOA) REGARDING COMPENSATION,
LEAVE PAYOUTS AND CONTRACT TERM.

(3) A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
- SUPPLEMENTAL LABOR AGREEMENT WITH THE INTERNATIONAL
ASSOCIATION OF FIREFIGHTERS, LOCAL 1186 (IAFF) REGARDING
COMPENSATION, LEAVE PAYOUTS, CONTRACT TERM, AND OTHER
ELEMENTS IN CONNECTION WITH IMPLEMENTING THE FISCAL
EMERGENCY PLAN - MARCH 3, 2008

PROPOSED ACTION: Adopt all three Resolutions.

B. CONSIDERATION OF THREE RESOLUTIONS REGARDING NEGOTIATIONS
WITH INTERNATIONAL ASSOCIATION OF FIREFIGHTERS, LOCAL 1186 AND
THE VALLEJO POLICE OFFICERS ASSOCIATION RELATED TO SETTLEMENT
OF GREIVANCES, ARBITRATION DISPUTES AND LITIGATION AS
FOLLOWS:

(1) A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE INTERNATIONAL
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ASSOCIATION OF FIREFIGHTERS, LOCAL 1186 (IAFF) RESOLVING
GRIEVANCES RELATED TO STAFFING LEVELS, PARAMEDIC
DECERTIFICATION; UNION BUSINESS LEAVE; UNIFORM
ALLOWANCE AND REIMBURSEMENT; AND, PROVIDING FOR AN
ASSISTANT FIRE CHIEF POSITION IN FIRE PREVENTION.

(2) A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE VALLEJO POLICE
OFFICERS ASSOCIATION (VPOA) RESOLVING GRIEVANCES
RELATED TO STAFFING LEVELS.

(3) A RESOLUTION AUTHORIZING THE CITY ATTORNEY TO DISMISS
WITH PREJUDICE THE FOLLOWING LAWSUIT AND TWO
ADMINISTRATIVE PROCEEDINGS: CITY OF VALLEJO V.
INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS LOCAL 1186,
SOLANO SUPERIOR COURT CASE NO. FCS 030540; CITY OF

_VALLEJO V. INTERNATIONAL ASSOCIATION OF FIREFIGHTERS,
LOCAL 1186, PUBLIC EMPLOYMENT RELATIONS BOARD, UNFAIR
PRACTICE CHARGE, CASE NO. SF-CO-155-M; AND CITY OF
VALLEJO V. INTERNATIONAL ASSOCIATION OF FIREFIGHTERS,
LOCAL 1186, PUBLIC EMPLOYMENT RELATIONS BOARD, UNFAIR
PRACTICE CHARGE, CASE NO. SF-C0O-166-M.

PROPOSED ACTION: Adopt all three Resolutions.

5. ADJOURNMENT

K:\PUBLIC\ANA-CUR\2008\A030308.doc



Agenda Item No. ADMIN A

COUNCIL COMMUNICATION Date: March 3, 2008
TO: Honorable Mayor and Members of the City Council
FROM: Joseph M. Tanner, City Manager

Susan Mayer, Acting Finance Director

Craig Whittom, Assistant City Manage&C}ﬂm\unity Developmenﬂ/\)

SUBJECT: CONSIDERATION OF THREE RESOLUTIONS RELATED TO THE CITY OF
VALLEJO GENERAL FUND FISCAL EMERGENCY PLAN - MARCH 3, 2008:

RECOMMENDATION

Staff recommends that the City Council approve the proposed budget amendment and authorized
staffing list and supplemental agreements with the Vallejo Police Officers Association (VPOA) and
Valiejo International Association of Firefighters (IAFF) to implement the Fiscal Emergency Plan —
March 3, 2008.

BACKGROUND & DISCUSSION

On December 18, 2007, the City Council directed staff to present to the City Council no later than
February 12, 2008 a comprehensive approach to ensuring a balance of General Fund expenditures
and revenues through June 30, 2010 and thereafter. Atthe February 13, 2008 study session staff
presented the City Council a staff report including a Draft Fiscal Emergency Plan.

Since the February 13, 2008 staff report, more than 20 employees have filed for retirement. This has
increased projected FY 2007-08 leave payout costs by approximately $2.5 million to a new annual
projection of $5.3 million. As discussed during the study session, concern regarding the City's
financial condition has fueled these retirements. The departures will provide out year salary savings
to the extent the positions are not re-filled. These retirements, however, significantly exacerbate the
City’s FY 2007-08 General Fund operating deficit.

Staff has engaged the four labor groups (as described later in the report) in discussions regarding
the increased projected imbalance.

This staff report discusses the following proposed General Fund issues:

General Fund Financial Projection through June 30, 2012.
Meetings with Labor Groups — Proposed Suppiemental Agreements
Proposed Budget Amendment

Proposed Action

PN =
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I. General Fund Financial Projection through June 30, 2012

An updated General Fund financial projection is attached as Attachment A. This financial projection
includes a five year time frame and updated revenue and expenditure estimates assuming current
staffing levels and continuing existing contractual obligations.

Updated Revenue and Expenditure Projection

Updated revenue line item projections are presented in Attachment B and consistent with the
estimates presented in the February 13, 2008 City Council staff report. These projections reflect a
worsening revenue forecast compared to December 18, 2007 estimates. Staff has received updated
information regarding its major revenue (property, sales, excise, and transfer tax) information since
December 2007 and modified those estimates accordingly. The primary impacts have been the
slowing housing development and resale market, declining assessed values, and declining retail
sales. In total, fiscal year 2007-08 revenues are now projected at almost $5 million less than
assumed when the budget was adopted in June. Revenue risk s still present including potential risk
to real estate transfer tax, sales tax, supplemental property tax and building related fees.

Attachments C and D illustrate examples of the source of these revenue declines. Attachment C
shows the change in Vallejo’s single-family residence property values and sales transactions from
1993 to 2007. Recent declines impact property and transfer tax revenues. Attachment D compares
Vallejo's per capita retail sales transactions against other area cities for the past three years. Sales
tax for the July to September 2007 quarter was 6% below the comparable quarter for the prior year.
Sales tax is projected to decline further in the remaining quarters of the year due to the Wal-Mart
closure.

FY 07-08 expenditure projections have also been updated. In December, cost projections were
increased by $5 million for the impact of the Fire minimum staffing arbitration results and for the
anticipated increase in Public Safety salary adjustment from 8.5% to 10% per the salary formula
provided in the labor contracts. February 13, 2008 projections also include $3.5 million of program
cuts discussed with City Council in December, but these cuts have been offset by a comparable
increase in other costs including police operations, compensated absence payouts for retired
employees, and grievance settlements. Since the February 13, 2008 report expenditure projections
have also been increased by $2.5 million for additional compensated absences and leave payouts,
$300,000 for vanable rate debt costs and $200,000 for attorneys and financial consultants.

The December 18, 2007 staff report (with attachments) included significant background information
regarding the City’s financial condition. Since December 18, 2007, staff has provided additional
information on the main page of the City’s website on a variety of issues related to the City's
economic condition. These include the financial statements for other City funds. It is important to
note that restricted programs of the City (such as the Housing Authority, Redevelopment Agency,
and the Water Fund) are independent of the General Fund and will continue their important services
to the community. Additionally, the Comprehensive Annual Financial Report (CAFR) with audited
balances for all funds has confirmed the General Fund balance at June 30, 2007 at $4.2 million.
The CAFR was approved by the City Council at its meeting on February 26, 2008.

The net result of the updated projections is a projected $13.2 million FY 2007-08 General Fund
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operating deficit, and a negative ending available fund balance of $9.0 million at June 30, 2008. As
identified in the December 18, 2007 staff report, without immediately addressing significant
reductions in expenditures and increases in revenues, the General Fund will run out of resources
before the end of this fiscal year. Based upon the updated financial projections, without City Council
action, the current estimate of when the City will be unable to pay its debts when they become due is
less than 30 days, or March 31, 2008.

Expenditure projections for FY 2008-09 through 2011-12 are unchanged since the February 13,
2008 City Council report, and continue to refiect current contractual obligations. The increase in
variable rate interest costs have not yet been added to these projections. Even without these costs,
projected annual deficits exceed $13 million in FY 2008-09, and grow in succeeding years as
expenditures growth continues to outpace revenues.

Additional expense line items

As initially presented in the February 13, 2008 staff report, staff has added the following expense
line items in FY 2008-09 and future years in response to comments during previous City Council
discussions to expand the General Fund financial strategy to address other unfunded City programs
and costs: :

1. Retiree Health Care Prefunding- the City currently funds retiree health care premiums on
a pay-as-you-go basis. Actuarial projections inciuded in the December 18, 2007 City
Council report showed that the City currently has a $135 miillion liability for the present
value of retiree benefits already earned by active and retired employees, and an
additional “normal” cost of $6 million per year as employees continue to vest and earn
this future benefit. To begin to fund both the current cost and to amortize the past
liability over the next 30 years, the City would need to begin contributing $12 million per
year, of which the General Fund share is 80% or $9 million. This is approximately $6
million more than the current $3 million pay-as-you-go funding level. This action would
fund retiree health care in.the same fashion as pension benefits, and costs would
actually decline from these stated values if funded amounts could be invested with good
resuits in a long-term trust portfolio such as CalPERS. If this benefit is not pre-funded,
the City budget must plan for the annual increase in costs for a growing retiree pool and
the increase in health premium rates, both of which are expected to grow at a rate far
exceeding CPl. While FY 2007-08 projections do not include funding for this item, a
placeholder budget of $500,000 has been added to the FY 2008-09 projections and
beyond.

2. Street Maintenance ~ the City currently inadequately funds basic road maintenance.
This line item acknowledges that this cost is an important future expense as part of the
City’s basic municipal service obligations. While FY 2007-08 projections do not include
funding for this item, a placeholder budget of $250,000 has been added to the FY 2008-
09 projections and beyond. This placeholder amount is far less than engineering
estimates of the cost to maintain the City’s street infrastructure.

3. Reserve — The December 18, 2007 financial projection did not include a general Fund
Reserve. The updated 5-year projections acknowledge the need for an ongoing General
Fund reserve to mitigate unexpected economic changes or revenue declines. Best
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- practices recommended by the Government Finance Officers Association target
reserves at 5-15% of the annual budget. City Council has previously adopted a policy of
maintaining a 15% reserve. The updated 5-year financial projections propose annual
increases to a contingency reserve that reach 5% of revenues or $4.2 million by FY
2011-12.

The ability to fund any of these three obligations is challenging in light of the existing and ongoing
expense obligations and revenues of the General Fund.

Additional risks

Vallejo and other municipalities face continuing significant risks in the upcoming months. These
include: continued deterioration of property and supplemental property tax, sales tax, excise tax and
other building related revenues. Undetermined State budget deficit solutions may also significantly
impact local agencies.

il. Meetings with Labor Groups / Proposed Supplemental Agreements

As the City Council is aware, current labor agreements are in place through 2010 and the labor
groups (Vallejo Police Officers Association [VPOA], International Association of Firefighters [IAFF],
International Brotherhood of Electrical Workers [IBEW] and Confidential Administrative, Managenal
and Professional Association [CAMP]) are not required to make any concessions. Staff has
continued to meet with the four labor groups to discuss the financial condition of the City and
potential modifications to current labor agreements. Most of staff's focus has been discussions
with representatives of VPOA and IAFF regarding FY 2007-08 General Fund projections. At the
inception of these discussions in December 2007, the City and VPOA were involved in ongoing
arbitration (related to minimum staffing), and the City and IAFF were involved in litigation, arbitration
and grievances on a variety of issues. VPOA and IAFF requested that these issues be resolved
prior to negotiating economic concessions to existing agreements. Staff has attempted to resolve
these issues and resolutions to these issues are presented in a separate City Council item on
tonight's agenda.

Staff presented multi-year proposals to the labor groups in mid-January 2008. Based upon the new
revised worsening financial projections staff presented new more significant requests for salary
rollbacks to the labor groups earlier this month. Given the magnitude of the worsening financial
condition staff's negotiations with IAFF and VPOA have focused on attempting to identify a short-
term plan that would retain solvency during the next four months while working on a longer term
solution in the next 45 days.

Staff has negotiated supplemental agreements with VPOA (see Attachment J) and IAFF (see
Attachment K) that provide resources for the General Fund to continue being able to meet its
payment obligations through June 30, 2008. These supplemental agreements do not solve the
City's structural imbalance between revenues and expenditures. Execution of the agreements will
allow the parties a short period of time to develop and begin implementing a plan that aligns revenue
and expenditures in FY 2008-09 and beyond.

The primary terms of the proposed Suppiemental Agreements are as follows:
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i. Abandonment of 1.5% (and any remaining balance due under the salary formula
over the eight and one half percent [8.5%] of FY 2007-08 salary increase).

ii. Reduction of FY 2007-08 current salary increase from 8.5% to 2% from March 1,
2008 — June 30, 2008.

iii. Reduction of leave payouts to retirees by 50% for the period February 10, 2008 —
June 30, 2008 and deferment of other 50% to December 2008

iv. One year contract extension subject to the parties reaching an agreement to
enterinto new agreement that will address City fiscal solvency by April 22, 2008.
If there is no new signed and mutually ratified Labor Agreement between the
parties by April 22, 2008, then the one-year extension shall be nuil and void.

v. The City and VPOA/IAFF will retain the services of a certified mediator to assist

the parties in continuing off the record discussions between March 1, 2008 and

April 22, 2008, to discuss expenditure reductions, revenue enhancements and

labor agreement modifications in an attempt to develop a Budget Plan that

ensures funding for a range of City services (e.g. including, but not limited to, fire

services, police services, street repair) and provides for a positive General Fund

reserve at the end of each fiscal year through June 30, 2012.

B. IAFF :
i. Abandonment of 1.5% (and any remaining balance due under the salary formula
over the eight and one half percent [8.5%] of FY 2007-08 salary increase).

ii. Reduction of FY 2007-08 current salary increase from 8.5% to 2% from March 1,

2008 ~ June 30, 2008.

iii. Reduction of Leave payouts by 50% for the period February 10, 2008 — June 30,
2008 and deferment of other 50% to December 2008

iv. One year contract extension subject to the parties reaching an agreement to
enter into new agreement that will address City fiscal solvency by April 22, 2008.
If there is no new signed and mutually ratified Labor Agreement between the
parties by April 22, 2008, then the one-year extension shall be null and void.

v. The City and VPOA/IAFF will retain the services of a certified mediator to assist
the parties in continuing off the record discussions between March 1, 2008 and
April 22, 2008, to discuss expenditure reductions, revenue enhancements and
labor agreement modifications in an attempt to develop a Budget Plan that
ensures funding for a range of City services (e.g. including, but not limited to, fire
services, police services, street repair) and provides for a positive General Fund
reserve at the end of each fiscal year through June 30, 2012.

vi. Staffing modifications including modification of minimum staffing (closure of two
fire stations), transfer of personnel, Fire Captain promotions and the Firefighter
Paramedic program.

Staff continues to meet with IBEW and CAMP regarding potential contract savings. Any
supplemental agreements with these groups will be returned to the City Council for consideration at
a future City Council meeting.

The proposed City Interim Proposal includes these terms and is discussed in the next section of this -
report.
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lll. Fiscal Emergency Plan — March 3, 2008

The fundamental economics of the current General Fund projections demonstrate that current and
future year General Fund expenditures are significantly in excess of projected anticipated revenues.
The largest component of the City's General Fund budget is comprised of salary and benefits
(approximately 78% in FY 2007-08). Correspondingly, commitments to salary and benefits and
other obligations impacting costs (e.g. minimum staffing in Fire and potentially Police Department,
no contracting out requirements) in current labor agreements are in place through June 30, 2010.
Additionally, staffing in all departments has been repeatedly cut during past budget reductions and is
lower than necessary to deliver even average quality services to the community.

Despite the fact that General Fund staffing City-wide has declined since FY 2003-04, very significant
actions are required in order that the City is still able to meet its existing General Fund expense
obligations after April 1, 2008. Actions that will yield significant savings will require dramatic
modifications to existing labor agreements and the willingness of the City Council to aggressively
pursue revenue enhancements.

Staff presented a Draft Fiscal Emergency Plan (DFEP) in the February 13, 2008 staff report with the
following objectives: '

1. Retain General Fund Solvency
2. Preserve breadth of current City services
3. Limit layoff impact on current employees

The lack of General Fund resources that has been exacerbated by the recent retirements requires
dramatic action to reduce expenditures and aggressively pursue potential new revenues.

Staff has developed an updated Fiscal Emergency Plan — March 3, 2008 (see Attachment E) that
includes the following proposed actions:

Expenditure reductions

The Fiscal Emergency Plan - March 3, 2008 includes the following proposed expenditure reductions
during the remaining four months of FY 2007-08:

1. Transfer of eligible one-time funds to the General Fund:
a. Arts and Convention Center Fund - $200,000
b. Repair and Demoilition Fund - $40,000
¢. Vehicle Replacement Fund - $1,700,000
d. Transportation Fund - $300,000

2. Elimination of 38 General Fund budgeted positions as listed in Attachment F. Of these
positions, an estimated 16 are currently filled and will require layoffs. Other vacant
positions in the City will provide for transfer opportunity for some of these employees in
certain classifications. These reductions will reduce General Fund positions to 403, a
19% overall reduction from the 494 positions authorized in the FY 2003-04 budget.
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3. Reduction in Police Department Services — on top of previous deep position reductions

the Vallejo Police Department is losing 12 sworn officers and numerous civilian
positions. This will further reduce the per capita level of staffing relative to other
communities. The reduction in service in the Police Department will be felt by the
community (e.g. limited investigation of property crimes, reduced hours of operation for
civilian inquires, reduction in community services division activities).

4. Reduction in Fire Department services — two engine companies closed each day.
5. Reduction in services throughout the administrative and public works departments will
have additional impacts. Examples include, but are not limited to: Inability of Planning
Division to meet performance standards, reduced Public Works maintenance services,
greater response time from Human Resources.
FY 2008-09

Staff will propose ongoing service reductions in FY 2008-09 that may generally follow the
recommendations presented in the in the February 13, 2008 staff report. These are not reflected in
the Fiscal Emergency Plan — March 3, 2008 at Attachment E, since it is only a four month plan.
Examples may include: : '

1.

Reduction of all Community-based organization funding commencing July 1, 2008 —in
the amount of $873,700

Funding eligible police services in the Flosden Redevelopment Project Area with
Redevelopment Agency Funds on a short term basis - $500,000 in FY 2008-09

Revenue Enhancements

Staff believes it is critical that the City Council take action on several of the revenue increases
proposed as a component of the Fiscal Emergency Plan — March 3, 2008. The following revenue
enhancements have been identified for Council consideration.

1.

9-1-1 Communication Center Fee to fund Police Department Communication Center.
This fee was considered in 2005. Fee could be assessed and confirmed with ballot
initiative in November 2008. Staff intends to return to the City Council in March 2008
with a recommendation to consider such a fee.

False 9-1-1 call hang up fee. Fee for false calls which require police dispatch. Staff
intends to return to the City Council in March 2008 with a recommendation to consider
such a fee.

Work with all labor groups and community commencing Summer 2008 to pursue voter
approval of:

a. 9-1-1 Communication Center Tax
b. Revenue-neutral amended Utility User Tax
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- 4. - Surplus land sales — expedite program-of existing land sales of surplus property. The
City Council authorized the disposition of three properties in fall 2007. Staff intends to
return to the City Council in March 2008 with a recommendation to consider additional
properties for disposition.

5. Pursue recovery of all eligible costs from utilities and other agencies including but not
limited to:

a. Increased East Vallejo Fire District reimbursement
b. Water Emergency Transit Agency (WETA) [newly formed Bay Area agency
overseeing ferry operations] reimbursement for Transportation Fund loans

Pursuing these cost reduction and revenue enhancement actions are critical, however, will not allow
the City to meet its current contractual obligations in the near term.

V. Budget Amendment

The proposed Fiscal Year 2007-08 budget amendment for City Council action is presented as
Attachment |. This action incorporates all year-to-date items in the Fiscal Emergency Plan — March
3, 2008 previously discussed at Attachment E, including those items proposed to the City Council in
December 2007, January, and now in March 2008.

On a cumulative basis, the following is a summary of changes in the General Fund budget since the
original budget was adopted in June, 2007:

Updated revenue projections $ (4,831,245)
Increased program costs $(10,987,282)
Proposed budget solutions $ 11576271
Net Change $ (4,242,256)

The net result of the proposed bu'dget amendment will update the General Fund budget and ending
fund balance as follows:

Beginning Available Fund Balance $ 4,242,256

Revenues $ 83,197,895
Expenditures $ 87,440,151
Ending Available Fund Balance ~ $ 0

The proposed plan will draw down the General Fund’s ending fund balance at June 30, 2008 to
zero, with no fund balance reserve or contingency. These projections represent staff’s best estimate
at this time, but stiil rely upon a long list of revenue and cost assumptions, and rely upon the
successful and timely implementation of all items in the Fiscal Emergency Plan — March 3, 2008.
As aresult, the ultimate ability of the General Fund to avoid a deficit ending fund balance at June 30
must still be characterized as a risk. Staff will continue to monitor revenues, costs, and Fiscal
Emergency Plan - March 3, 2008 implementation, and will provide updates and propose additional
solutions as necessary.

The importance of rebuilding a contingency reserve in future budget cycles is an essential element
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- --of future fiscal stability. Reserves will enable the City to weather normal and-unexpected economic

impacts while maintaining level services.

RECOMMENDATION

Staff recommends that the City Council approve the proposed budget amendment and authorized
staffing list and supplemental agreements with VPOA and IAFF to implement the Fiscal Emergency
Plan — March 3, 2008.

PROPOSED ACTION

Staff is recommending that the City Council adopt:

1 A Resolution of Intention to amend the Fiscal Year 2007-08 Budget, approval of a new
' staffing plan, approval of a Fiscal Emergency Plan — March 3, 2008, directing the City
Manager to implement said plan, and authorizing the City Manager and City Attorney to
retain: Orrick, Herrington & Sutcliffe LLP, Liebert, Cassidy & Whitmore, a professional
corporation; Public Financial Management, Inc.; Management Partners, Inc.; and any
other outside legal counsel or consuitant deemed necessary to assist in connection with
implementing the Fiscal Emergency Plan — March 3, 2008.

(2) A Resolution authorizing the City Manager to execute a Supplemental Labor Agreement
with the Vallejo Police Officers Association (VPOA) regarding compensation, leave
payouts and contract term necessary to implement the Fiscal Emergency Plan — March
3, 2008.

3) A Resolution authorizing the City Manager to execute a Supplemental Labor Agreement
with the International Association of Firefighters, Local 1186 (IAFF) regarding
compensation, leave payouts, necessary to implement the Fiscal Emergency Plan —
March 3, 2008.

Bankruptcy option |

In the event the City Council approves the budget amendment and agreement and either VPOA or
IAFF fails to ratify and comply with the terms of the agreement the City Manager will promptly place
an item on a future agenda for the City Council’s consideration regarding the filing of a petition under
chapter 9 of the US Bankruptcy Code (see Attachment G). This staff direction is incorporated in
both resolutions.

ENVIRONMENTAL REVIEW

This study session is not a project as defined by the California Environmental Quality Act (CEQA)
pursuant to section 15378 (b)(4) of Title 14 of the California code of Regulations and is not subject
to CEQA review.
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DOCUMENTS ATTACHED

Attachment A — City of Vallejo General Fund Fund Balance Projections

Attachment B - General Fund Revenue Trends

Attachment C — History of Single Family Residence Median Sales Price and Sales Transactions
Attachment D — Retail Sales Tax per Capita

Attachment E — Fiscal Emergency Plan — March 3, 2008

Attachment F — Authorized Staff Positions

Attachment G — Chapter 9 bankruptcy background article

Attachment H — Resolution of Intent regarding Budget Amendment

Attachment | — List of Budget Amendments

Attachment J - VPOA Supplemental Agreement

Attachment K - IAFF Supplemental Agreement

Attachment L - Resolution authorizing the execution of VPOA Supplemental Agreement
Attachment M - Resolution authorizing the execution of IAFF Supplemental Agreement

CONTACT:

Craig Whittom, Assistant City Manager / Community Development, 707-648-4579 or
cwhittom@ci.vallejo.ca.us

KA\PUBLIC\ANCM\030308 Budget - Report.doc
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Attachment C

CITY OF VALLEJO - HISTORY OF MEDIAN SALES
PRICE OF SINGLE FAMILY RESIDENCES (SFR) AND NUMBER
COREN » CONE  OF SINGLE FAMILY RESIDENCES SOLD EACH YEAR

1993-2007*
MEDIAN SALE PRICE OF ALL SFR SOLD

$450,000

$400,000 :
$350,000
$300,000
$250,000

$200,000

$150,000

$100,000

$50,000

$0

2800 ¢

2400 ¢

2000

1600 &

1200

800

400

*Sales Through 12/15/2007
**Full Value Parcel Sales (Sales not included in the analysis are quitclaim deeds, trust transfers, partial sales, multiple parcel transactions and non-reported document number

transfers.) R

Data Source: Salana County Assessor Secured Tax Ralls And DataQuick Information Services Prepared On 2/12/2008 By PC
This report Is not to be used in support of debt issuance or continuing disclsure statements without the written consent of HdL Coren & Page 1 of 1
Cone '
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Attachment D

HdL CITY OF VALLEJO - COMPARISON OF RETAIL SALES PER CAPITA -
o ALL BUSINESS TYPES - 13 QUARTER HISTORY

Adjusted by moving retroactive payments with an absolute value of $5,000 or more into the quarter the sale was generated

Chart Descnpnon This chart compares per capita sales lo that of 6 other jurisdictions. The prior 12 quarters are shown graphically for
historical reference purposes. Allocations have heen adjusted to reflect economic data.

$
Comparison Agencies Quarters Shown Reflect the Period in Which the Sates Occurred - Point of Sale (Thousands)
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Attachment G

U.S. COURTS
BANKRUPTCY BASICS

Chapter 9
Municipality Bankruptcy

The chapter of the Bankruptcy Code providing for reorganization of
municipalities (which includes cities and towns, as well as villages, counties,
taxing districts, municipal utilities, and school districts).

a. Purpose of Municipality Bankruptcy

b. Eligibility

c. Commencement of the Case

d. Assignment of Case to a Bankruptcy Judge
e. Notice of Case/Objections/Order for Relief

f. Automatic Stay

g. Proofs of Claim

h. Court's Limited Power

i. Role of the U.S. Trustee/Bankruptcy Administrator
j. Role of Creditors

k. Intervention/Right of Others to be Heard

I. Powers of the Debtor

m. Dismissal

n. Treatment of Bondholders and QOther Lenders
o. Plan for Adjustment of Debts

p. Confirmation Standards

q. Discharge

The first municipal bankruptcy legislation was enacted in 1934 during the Great
Depression. Pub. L. No. 251, 48 Stat. 798 (1934). Although Congress took care
to draft the legisiation so as not to interfere with the sovereign powers of the
states guaranteed by the Tenth Amendment to the Constitution, the Supreme
Court held the 1934 Act unconstitutional as an improper interference with the
sovereignty of the states. Ashton v. Cameron County Water Improvement Dist.
No. 1, 298 U.S. 513, 532 (1936). Congress enacted a revised Municipal
Bankruptcy Act in 1937, Pub. L. No. 302, 50 Stat. 653 (1937), which was
upheld by the Supreme Court. United States v. Bekins, 304 U.S. 27, 54 (1938).
The law has been amended several times since 1937. In the more than 60
years since Congress established a federal mechanism for the resolution of
municipal debts, there have been fewer than 500 municipal bankruptcy
petitions filed. Although chapter 9 cases are rare, a filing by a large
municipality can— like the 1994 filing by Orange County, California—involve
many millions of dollars in municipal debt.

Purpose of Municipal Bankruptcy

The purpose of chapter 9 is to provide a financially-distressed municipality
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protection from its creditors while it develops and negotiates a plan for
adjusting its debts. Reorganization of the debts of a municipality is typically
accomplished either by extending debt maturities, reducing the amount of
principal or interest, or refinancing the debt by obtaining a new loan.

Although similar to other chapters in some respects, chapter 9 is significantly
different in that there is no provision in the law for liquidation of the assets of
the municipality and distribution of the proceeds to creditors. Such a_liquidation
or dissolution would undoubtedly violate the Tenth Amendment to the
Constitution and the reservation to the states of sovereignty over their internal
affairs. Indeed, due to the severe limitations pilaced upon the power of the
bankruptcy court in chapter 9 cases (required by the Tenth Amendment and
the Supreme Court's decisions in cases upholding municipal bankruptcy
legislation), the bankruptcy court generally is not as active in managing a
municipal bankruptcy case as it is in corporate reorganizations under chapter
11. The functions of the bankruptcy court in chapter 9 cases are generally
limited to approving the petition (if the debtor is eligible), confirming a plan of
debt adjustment, and ensuring implementation of the plan. As a practical
matter, however, the municipality may consent to have the court exercise
jurisdiction in many of the traditional areas of court oversight in bankruptcy, in
order to obtain the protection of court orders and eliminate the need for
multiple forums to decide issues.

Eligibility

Only a "municipality” may file for relief under chapter 9. 11 U.S.C. § 109(c).
The term “municipality" is defined in the Bankruptcy Code as a "political
subdivision or public agency or instrumentality of a State.” 11 U.S.C. §
101(40). The definition is broad enough to include cities, counties, townships,
school districts, and public improvement districts. It also includes revenue-
producing bodies that provide services which are paid for by users rather than
by general taxes, such as bridge authorities, highway authorities, and gas
authorities.

Section 109(c) of the Bankruptcy Codes sets forth four additional eligibility
requirements for chapter 9:

1. the municipality must be specifically authorized to be a debtor by
State law or by a governmental officer or organization empowered by
State law to authorize the municipality to be a debtor;

2. the municipality must be insolvent, as defined in 11 U.S.C. §
101(32)(C);

3. the municipality must desire to effect a plan to adjust its debts; and
4. the municipality must either:

o obtain the agreement of creditors holding at least a majority in
amount of the claims of each class that the debtor intends to
impair under a plan in a case under chapter 9;

o negotiate in good faith with creditors and faii to obtain the
agreement of creditors holding at least a majority in amount of
the claims of each class that the debtor intends to impair under a

31



plan;

o be unable to negotiate with creditors because such negotiation is
impracticable; or

o reasonably believe that a creditor may attempt to obtain a
preference

Commencement of the Case

Municipalities must voluntarily seek protection under the Bankruptcy Code. 11
U.S.C. §§ 303, 901(a). They may file a petition only under chapter 9. A case
under chapter 9 concerning an unincorporated tax or special assessment
district that does not have its own officials is commenced by the filing of a
voluntary "petition under this chapter by such district's governing authority or
the board or body having authority to levy taxes or assessments to meet the
obligations of such district." 11 U.S.C. § 921(a).

A municipal debtor must file a list of creditors. 11 U.S.C. § 924. Normally, the
debtor files the list of creditors with the petition. However, the bankruptcy court
has discretion to fix a different time if the debtor is unable to prepare the list of
creditors in the form and with the detail required by the Bankruptcy Rules at
the time of filing. Fed. R. Bankr. P. 1007.

Assignment of Case to a Bankruptcy Judge

One significant difference between chapter 9 cases and cases filed under other
chapters is that the clerk of court does not automatically assign the case to a
particular judge. “The chief judge of the court of appeals for the circuit
embracing the district in which the case is commenced [designates] the
bankruptcy judge to conduct the case.” 11 U.S.C. § 921(b). This provision was
designed to remove politics from the issue of which judge will preside over the
chapter 9 case of a major municipality and to ensure that a municipal case will
be handled by a judge who has the time and capability of doing so.

Notice of Case/ Objections/ Order for Relief

The Bankruptcy Code requires that notice be given of the commencement of
the case and the order for relief. 11 U.S.C. § 923. The Bankruptcy Rules
provide that the clerk, or such other person as the court may direct, is to give
notice. Fed. R. Bankr. P. 2002(f). The notice must also be published "at least
once a week for three successive weeks in at least one newspaper of general
circulation published within the district in which the case is commenced, and in
such other newspaper having a general circulation among bond dealers and
bondholders as the court designates." 11 U.S.C. § 923. The court typically
enters an order designating who is to give and receive notice by mail and
identifying the newspapers in which the additional notice is to be published.
Fed. R. Bankr. P. 9007, 9008.

The Bankruptcy Code permits objections to the petition. 11 U.S.C. § 921(c).
Typically, objections concern issues like whether negotiations have been
conducted in good faith, whether the state has authorized the municipality to
file, and whether the petition was filed in good faith. If an objection ta the
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petition is filed, the court must hold a hearing on the objection. Id. The court
may dismiss a petition if it determines that the debtor did not file the petition in
good faith or that the petition does not meet the requirements of title 11. Id.

If the petition is not dismissed upon an objection, the Bankruptcy Code requires
the court to order relief, allowing the case to proceed under chapter 9. 11
U.S.C. § 921(d).

Automatic Stay

The automatic stay of section 362 of the Bankruptcy Code is applicable in
chapter 9 cases. 11 U.S.C. §§ 362(a), 901(a). The stay operates to stop all
collection actions against the debtor and its property upon the filing of the
petition. Additional automatic stay provisions are applicable in chapter 9 that
prohibit actions against officers and inhabitants of the debtor if the action seeks
to enforce a claim against the debtor. 11 U.S.C. § 922(a). Thus, the stay
prohibits a creditor from bringing a mandamus action against an officer of a
municipality on account of a prepetition debt. It also prohibits a creditor from
bringing an action against an inhabitant of the debtor to enforce a lien on or
arising out of taxes or assessments owed to the debtor.

Section 922(d) of title 11 limits the applicability of the stay. Under that section,
a chapter 9 petition does not operate to stay appiication of pledged special
revenues to payment.of indebtedness secured by such revenues. Thus, an
indenture trustee or other paying agent may apply pledged funds to payments
coming due or distribute the pledged funds to bondholders without violating the
automatic stay.

Proofs of Claim

In a chapter 9 case, the court fixes the time within which proofs of claim or
interest may be filed. Fed. R. Bankr. P. 3003(c)(3). Many creditors may not be
required to file a proof of claim in a chapter 9 case. For example, a proof of
claim is deemed filed if it appears on the list of creditors fited by the debtor,
unless the debt is listed as disputed, contingent, or unliquidated. 11 U.S.C. §
925. Thus, a creditor must file a proof of daim if the creditor's claim appears on
the list of creditors as disputed, contingent, or unliquidated.

Court's Limited Power

Sections 903 and 904 of the Bankruptcy Code are designed to recognize the
court's limited power over operations of the debtor.

Section 904 limits the power of the bankruptcy court to "interfere with — (1)
any of the political or governmental powers of the debtor; (2) any of the
property or revenues of the debtor; aor (3) the debtor's use or enjoyment of any
income-producing property" unless the debtor consents or the plan so provides.
The provision makes it clear that the debtor's day-to-day activities are not

subject to court approval and that the debtor may borrow money without court

authority. In addition, the court cannot appoint a trustee (except for limited
purposes specified in 11 U.S.C. § 926(a)) and cannot convert the case to a

33



liguidation proceeding.

The court also cannot interfere with the operations of the debtor or with the
debtor's use of its property and revenues. This is due, at least in part, to the
fact that in a chapter 9 case, there is no property of the estate and thus no
estate to administer. 11 U.S.C. § 902(1). Moreover, a chapter 9 debtor may
employ professionals without court approval, and the only court review of fees
is in the context of plan confirmation, when the court determines the

reasonableness. of the fees.

The restrictions imposed by 11 U.S.C. § 904 are necessary to ensure the
constitutionality of chapter 9 and to avoid the possibility that the court might
substitute its control over the political or governmental affairs or property of
the debtor for that of the state and the elected officials of the municipality.

Similarly, 11 U.S.C. § 903 states that "chapter [9] does not limit or impair the
power of a State to control, by legisiation or otherwise, a municipality of or in
such State in the exercise of the political or governmental powers of the
municipality, including expenditures for such exercise," with two exceptions - a
state law prescribing a method of composition of municipal debt does not bind
any non-consenting creditor, nor does any judgment entered under such state
law bind a nonconsenting creditor.

Role of the U.S. trustee/bankruptcy administrator

In a chapter 9 case, the role of the U.S. trustee (or the bankruptcy
administrator in North Carolina or Alabama) (1) is typically more limited than in
chapter 11 cases. Although the U.S. trustee appoints a creditors' committee,
the U.S. trustee does not examine the debtor at a meeting of creditors (there is
no meeting of creditors), does not have the authority to move for appointment
of a trustee or examiner or for conversion of the case, and does not supervise
the administration of the case. Further, the U.S. trustee does not monitor the
financial operations of the debtor or review the fees of professionals retained in

the case.
Role of Creditors

The role of creditors is more limited in chapter 9 than in other cases. There is
no first meeting of creditors, and creditors may not propose competing plans. If
certain requirements are met, the debtor's plan is binding on dissenting
creditors. The chapter 9 debtor has more freedom to operate without court-

imposed restrictions.

In each chapter 9 case, however, there is a creditors' committee that has
powers and duties that are very similar to those of a committee in a chapter 11
case. These powers and duties include selecting and authorizing the
employment of one or more attorneys, accountants, or other agents to
represent the committee; consulting with the debtor concerning administration
of the case; investigating the acts, conduct, assets, liabiiities, and financial
condition of the debtor; participating in the formulation of a plan; and
performing such other services as are in the interest of those represented. 11
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U.S.C. §§ 901(a), 1103.
Intervention/Right of Others to be Heard

When cities or counties file for relief under chapter 9, there may be a great deal
of interest in the case from entities wanting to appear and be heard. The
Bankruptcy Rules provide that “[t]he Secretary of the Treasury of the United
States may, or if requested by the court shall, intervene in a chapter 9 case."
Fed. R. Bankr. P. 2018(c). Further, "[r]epresentatives of the state in which the
debtor is located may intervene in a chapter 9 case." Id. In addition, the
Bankruptcy Code permits the Securities and Exchange Commission to appear
and be heard on any issue and gives patties in interest the right to appear and
be heard on any issue in a case. 11 U.S.C. §§ 901(a), 1109. Parties in interest
include municipal employees, local residents, non-resident owners of real
property, special tax payers, securities firms, and local banks.

Powers of the Debtor

Due to statutory limitations placed upon the power of the court in a municipal
debt adjustment proceeding, the court is far less involved in the conduct of a
municipal bankruptcy case (and in the operation of the municipal entity) while
the debtor's financial affairs are undergoing reorganization. The municipal
debtor has broad powers to use its property, raise taxes, and make
expenditures as it sees fit. It is also permitted to adjust burdensome non-debt
contractual relationships under the power to reject executory contracts and
unexpired leases, subject to court approval, and it has the same avoiding
powers as other debtors. Municipalities may also reject collective bargaining
agreements and retiree benefit plans without going through the usual
procedures required in chapter 11 cases.

A municipality has authority to borrow money during a chapter 9 case as an
administrative expense. 11 U.S.C. §§ 364, 901(a). This ability is important to
the survival of a municipality that has exhausted ali other resources. A chapter
9 municipality has the same power to obtain credit as it does outside of
bankruptcy. The court does not have supervisory authority over the amount of
debt the municipality incurs in its operation. The municipality may employ
professionals without court approval, and the professional fees incurred are
reviewed only within the context of plan confirmation.

Dismissal

As previously noted, the court may dismiss a chapter 9 petition, after notice
and a hearing, if it concludes the debtor did not file the petition in good faith or
if the petition does not meet the requirements of chapter 9. 11 U.S.C. § 921(c).
The court may also dismiss the petition for cause, such as for lack of
prosecution, unreasonable delay by the debtor that is prejudicial to creditors,
failure to propose or confirm a plan within the time fixed by the court, material
default by the debtor under a confirmed plan, or termination of a confirmed
plan by reason of the occurrence of a condition specified in the ptan. 11 U.S.C.
§ 930.
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Treatment of Bondholders and Other Lenders

Different types of bonds receive different treatment in municipal bankruptcy
cases. General obligation bonds are treated as general debt in the chapter 9
case. The municipality is not required to make payments of either principal or
interest on account of such bonds during the case. The obligations created by
general obligation bonds are subject to negotiation and possible restructuring
under the plan of adjustment.

Special revenue bonds, by contrast, will continue to be secured and serviced
during the pendency of the chapter 9 case through continuing application and
payment of ongoing special revenues. 11 U.S.C. § 928. Holders of special
revenue bonds can expect to receive payment on such bonds during the
chapter 9 case if special revenues are available. The application of pledged
special revenues to indebtedness secured by such revenues is not stayed as
long as the pledge is consistent with 11 U.S.C. § 928 [§ 922(d) erroneously
refers to § 927 rather than § 928], which insures that a lien of special revenues
is subordinate to the operating expenses of the project or system from which
the revenues are derived. 11 U.S.C. § 922(d).

Bondholders generally do not have to worry about the threat of preference
liability with respect to any prepetition payments on account of bonds or notes,
whether special revenue or general obligations. Any transfer of the municipal
debtor's property to a noteholder or bondholder on account of a note or bond
cannot be avoided as a preference, i.e., as an unauthorized payment to a
creditor made while the debtor was insolvent. 11 U.S.C. § 926(b).

Plan for Adjustment of Debts

The Bankruptcy Code provides that the debtor must file a plan. 11 U.S.C. §
941. The plan must be filed with the petition or at such later time as the court
fixes. There is no provision in chapter 9 allowing creditors or other parties in
interest to file a plan. This limitation is required by the Supreme Court's
pronouncements in Ashton, 298 U.S. at 528, and Bekins, 304 U.S. at 51, which
interpreted the Tenth Amendment as requiring that a municipality be left in
control of its governmental affairs during a chapter 9 case. Neither creditors
nor the court may control the affairs of a municipality indirectly through the
mechanism of proposing a plan of adjustment of the municipality's debts that
would in effect determine the municipality's future tax and spending decisions.

Confirmation Standards

The standards for plan confirmation in chapter 9 cases are a combination of the
statutory requirements of 11 U.S.C. § 943(b) and those portions of 11 U.S.C. §
1129 (the chapter 11 confirmation standards) made applicable by 11 U.S.C. §
901(a). Section 943(b) lists seven general conditions required for confirmation
of a plan. The court must confirm a plan if the following conditions are met:

1. the plan complies with the provisions of title 11 made applicable by
sections 103(e) and 901;
2. the plan complies with the provisions of chapter 9;
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3. all amounts to be paid by the debtor or by any person for services or
expenses in the case or incident to the plan have been fully disclosed
and are reasonable;

4. the debtor is not prohibited by law from taking any action necessary
to carry out the plan;

5. except to the extent that the holder of a particular claim has agreed
to a different treatment of such claim, the plan provides that on the
effective date of the plan, each holder of a claim of a kind specified in

section 507(a)(1) will receive on account of such claim cash equal to the -

allowed amount of such claim;

6. any regulatory or electoral approval necessary under applicable
nonbankruptcy law in order to carry out any provision of the plan has
been obtained, or such provision is expressly conditioned on such
approval; and

7. the plan is in the best interests of creditors and is feasible.

11 U.S.C. § 943(b).

Section 943(b)(1) requires as a condition for confirmation that the plan comply
with the provisions of the Bankruptcy Code made applicable by sections 103(e)
and 901(a) of the Bankruptcy Code. The most important of these for purposes
of confirming a plan are those provisions of 11 U.S.C. § 1129 (i.e., §
1129(a)(2), (a)(3), (a)(6), (a)(8), (a)(10)) that are made applicable by 11
U.S.C. § 901(a). Section 1129(a)(8) requires, as a condition to confirmation,
that the plan has been accepted by each class of claims or interests impaired
under the plan. Therefore, if the plan proposes treatment for a class of
creditors such that the class is impaired (i.e., the creditor's legal, equitable, or
contractuai rights are altered), then that class's acceptance is required. If the
class is not impaired, then acceptance by that class is not required as a
condition to confirmation. Under 11 U.S.C. § 1129(a)(10), the court may
confirm the plan only if, should any class of claims be impaired under the plan,
at least one impaired class has accepted the plan. If only one impaired class of
creditors consents to the plan, plan confirmation is still possible under the
"cram down” provisions of 11 U.S.C. § 1129(b). Under "cram down,"” if all other
requirements are met except the § 1129(a)(8) requirement that all classes
either be unimpaired or have accepted the plan, then the plan is confirmable if
it does not discriminate unfairly and is-fair and equitable.

The requirement that the plan be in the “best interests of creditors” means
something different under chapter 9 than under chapter 11. Under chapter 11,
a plan is said to be in the "best interest of creditors" if creditors would receive
as much under the plan as they would if the debtor were liquidated. 11 U.S.C.
§ 1129(a)(7)(A)(ii). Obviously, a different interpretation is needed in chapter 9
cases because a municipality's assets cannot be liquidated to pay creditors. In
the chapter 9 context, the "best interests of creditors" test has generally been
interpreted to mean that the plan must be better than other alternatives
available to the creditors. See 6 COLLIER ON BANKRUPTCY § 943.03[7] (15th
ed. rev. 2005). Generally speaking, the alternative to chapter 9 is dismissal of
the case, permitting every creditor to fend for itself. An interpretation of the "
best interests of creditors” test to require that the municipality devote all
resources available to the repayment of creditors would appear to exceed the
standard. The courts generally apply the test to require a reasonable effort by
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the municipal debtor that is a better alternative for its creditors than dismissal
of the case. Id. ‘

Parties in interest may object to confirmation, including creditors whose claims
are affected by the plan, an organization of employees of the debtor, and other
tax payers, as well as the Securities and Exchange Commission. 11 U.S.C. §§
901(a), 943, 1109, 1128(b).

Discharge

A municipal debtor receives a discharge in a chapter 9 case after: (1)
confirmation of the plan; (2) deposit by the debtor of any consideration to be
distributed under the plan with the disbursing agent appointed by the court;
and (3) a determination by the court that securities deposited with the
disbursing agent will constitute valid legal obligations of the debtor and that
any provision made to pay or secure payment of such obligations is valid. 11
U.S.C. § 944(b). Thus, the discharge is conditioned not only upon confirmation,
but also upon deposit of the consideration to be distributed under the plan and
a court determination of the validity of securities to be issued.

There are two exceptions to the discharge in chapter 9 cases. The first is for
any debt excepted from discharge by the plan or order confirming the plan. The
second is for a debt owed to an entity that, before confirmation of the plan, had
neither notice nor actual knowledge of the case. 11 U.S.C. § 944(c).

At any time within 180 days after entry of the confirmation order, the court
may, after notice and a hearing, revoke the order of confirmation if the order

was procured by fraud. 11 U.S.C. §§ 901(a), 1144.

NOTES

1. In North Carolina and Alabama, bankruptcy administrators perform
similar functions that United States trustees perform in the remaining
forty-eight states. The bankruptcy administrator program is
administered by the Administrative Office of the United States Courts,
while the United States trustee program is administered by the
Department of Justice. For purposes of this publication, references to
United States trustees are also applicable to bankruptcy administrators.
return to text
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Attachment H

RESOLUTION NO. N.C.

A RESOLUTION OF INTENTION OF THE CITY COUNCIL OF THE CITY OF
VALLEJO TO AMEND THE FISCAL YEAR 2007-2008 BUDGET AND OTHER
ASSOCIATED ACTIONS, APPROVAL OF FISCAL EMERGENCY PLAN AND

RETENTION OF OUTSIDE LEGAL COUNSEL AND CONSULTANTS

BE IT RESOLVED by the Council of the City of Vallejo as follows:

WHEREAS, in June 2007, the City Council did adopt a budget for the Fiscal Year
2007-2008; and

WHEREAS, staff is proposing amendments to the revenue and expenditure
changes of the General Fund; and

WHEREAS, staff is proposing to amend the approved staffing levels consistent
with the proposed budgetary amendments; and

WHEREAS, the Council has considered the recommendations of the City
Manager for Fiscal Year 2007-2008 and has determined that the recommendations are
both necessary and appropriate; and

WHEREAS, on March 3; 2008, a Fiscal Emergency Plan (“Plan”) has been
presented to and considered by the City Council; and

WHEREAS, the City Manager and City Attorney have determined that they will
require outside legal counsel and consultants to assist them in addressing the City’s
fiscal emergency, consideration of filing a petition under chapter 9 of the United States
Bankruptcy Code, and in labor negotiations.

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo,
pursuant to City Charter section 703, hereby declares its intention to amend the City’s
budget for Fiscal Year 2007-2008 as set forth in Attachment | of the staff report, and
amend the approved staffing levels as set forth in Attachment F of the staff report, which
are by this reference incorporated herein.

BE IT FURTHER RESOLVED that said Plan is hereby approved and the City
Manager is directed to implement said Plan.

BE IT FURTHER RESOLVED that the City Attorney is authorized to retain the
law firm of Orrick, Herrington & Sutcliffe LLP as bankruptcy counsel for the City to assist
in implementing the Plan and any revisions to the Plan, and in the event at a future date
the City Council determines that it is in the best interest of the City to file of a petition
under chapter 9 of the United States Bankruptcy Code and to represent the City’s
interests in the event the City Council approves such a filing.

1
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BE IT FURTHER RESOLVED that the City Manager and the City Attorney are
hereby authorized to execute legal services agreements and consulting services
agreements with: Liebert, Cassidy & Whitmore, a professional corporation; Public
Financial Management, Inc.; Management Partners, Inc.; and with other outside legal
counsel, financial consultants or any other consultants they determine are necessary to
assist the City in connection with implementing the Plan or in the event at a future date
the City Council determines that it is in the best interest of the City to file of a petition
under chapter 9 of the United States Bankruptcy Code to represent the City’s interests
in such chapter 9 case, with respect to human resources, labor negotiations, identifying
revenue enhancements and related topics.

BE IT FURTHER RESOLVED that the City Manager and City Attorney are
hereby authorized to do any and all things and take any and all actions and execute and
deliver any and all agreements, and other documents which they may deem necessary
or advisable in order to effectuate the purposes of this resolution.

2
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07-08 Midyear Budget Review
Proposed General Fund Budget Adjustments

March 3, 2008

Beginning Available Fund Balance

Updated Revenue Projections
General Tax Revenues

Property Taxes
Sales Tax
Motor Vehicle License Fee
Excise Tax
Franchise/Utility User Tax
Property Transfer Tax
Marine World/Six Flags Revenue Sharing
Investment Income (Expense)
Transfer In (Solid Waste Fund)

Program Revenues
Departmental grants and charges for services

Subtotal, Updated Revenue Projections

Increased Program costs

Previously Adopted by Council
To restore salary/benefit budget for Arbitration results:

Fire Adopted 12-18-07
Transfer to Transportation Fund to fund
State Ferry negotiations Adopted 11-27-07
Public Safety COLA - Increase from 8.5% to 10%
VPOA
IAFF
Police

Salaries and benefits
Operating services and supplies

Community Development

Pass-Through of Vallejo Business Improvement District Revenue

Non-Department
Compensated Absences - Retiree Leave Payouts

Water usage

Incremental Retiree Health

Debt - Increased Variable Interest Rate
Attomeys and Consultants

Subtotal, Increased Program Costs

Subtotal, revenue loss and cost increases

Budget Solutions

One-time Funds
Transfer of unrestricted balances from other funds:
Arts and Convention Fund
Repair and Demolition Fund
Vehicle Replacement Fund
Transportation - Bus Inventory buy-out

Page 1 of 2

Attachment |

Revenue Expenditure Net
$ 4,242,256
$ 151,000
(1,830,000)
287,160
(735,000)
(974,992)
(1,985,000)
(185,000}
(250,000)
430,000
260,587
(4,831,245) - (4,831,245)
$ 4,256,710
100,000
383,785
451,287
815,000
450,000
96,500
3,550,000
300,000
84,000
300,000
200,000
- 10,987,282 (10,987,282)
(4,831,245) 10,987,282 (15,818,527)
200,000
40,000
1,700,000
300,000
2,240,000 - 2,240,000
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Attachment |

07-08 Midyear Budget Review
Proposed General Fund Budget Adjustments
March 3, 2008

Revenue Expenditure Net
Labor Contract Tentative Agreements
Salary Adjustments
Abandon 1.5% COLA from July 1 to March 1, 2008
VPOA (255,857)
IAFF (300,845)
Roll back salaries effective March 1, 2008
VPOA (675,000)
|AFF (500,000)
Executives (15,000)
- (1,746,702) 1,746,702
Fire Operational Changes
Closure of 2 Engine Companies each day (949,708)
Other staffing changes (201,308)
- (1,151,016) 1,151,016
Police
Salary and benefits (1,341,187)
Overtime reductions (500,000)
Operating service/supplies (225,000)
Interfund grant reimbursements (100,000)
- (2,166,187) 2,166,187
Fire
Salary and benefits . (634,380)
Operating service/supplies (86,175)
Interfund reimbursements (40,000)
Reduction in vehicle maintenance and replacement (510,854)
- (1,271,409) 1,271,409
Public Works
Salary and benefits (470,741)
Operating service/supplies (141,700)
Interfund reimbursements (305,740)
- (918,181) 918,181
Community Development
Salary and benefits (211,187)
Operating service/supplies (25,000)
- (236,187) 236,187
Administration
Salary and benefits (201,161)
Operating service/supplies (118,000)
Reduction in interfund cost allocation 234,317
- (84,844) 84,844
Non-Department
Compensated Absences - Deferment of 50% retiree leave payouts (1,700,000)
Other (61,745)
- (1,761,745) 1,761,745
Subtotal, Budget Solutions 2,240,000 {9,336,271) 11,576,271
Subtotal, General Fund adjustments {2,591,245) 1,651,011 {4,242,256)
Ending Available Fund Balance $ -
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Attachment J

SUPPLEMENTAL LABOR AGREEMENT
BETWEEN
THE CITY OF VALLEJO
AND
THE VALLEJO POLICE OFFICERS ASSOCIATION

This Supplemental Labor Agreement dated March 1, 2008 is between the City of Vallejo
(“City”") and the Vallejo Police Officers Association (“VPOA"), for the purpose of
modifying the Labor Agreement between the parties dated July 1, 2000 through June
30, 2010, and Supplemental Agreements dated July 2002, March 2003, July 2003 and
July 2004. The new terms of the Agreement and Supplemental Agreements shall be
from July 1, 2000 through June 30, 2010, except as may be modified and/or amended
by this March 1, 2008 Supplemental Labor Agreement.

Accordingly, the City and VPOA agree to the following amended Labor Agreement
language:

1. EFFECT OF AGREEMENT

This Supplemental Labor Agreement shall become effective at 0800 March 1,
2008.

The term of the Agreement shall be extended by one year to June 30, 2011. City
and IAFF agree to continue off the record discussions between March 1, 2008

“and April 22, 2008. If there is no new signed and mutually ratified Labor
Agreement between the parties by April 22, 2008, then the one-year extension
provided for herein shall be null and void. However, such date shall be extended
pursuant to a written agreement entered into by the City and IAFF.

2. ACCRUED COMPENSATORY TIME AND ACCRUED SICK, HOLIDAY AND
VACATION LEAVE PAYOUTS

The City and VPOA recognize that certain retirees have accrued compensatory
time, sick, holiday and vacation leave and are due payment at this time. The
VPOA shall provide the City with original letters from the employees affected
authorizing the VPOA to be their representative on this issue no later than March
7, 2008. :

VPOA agrees that each individual retiree will sign the acknowledgment attached
to this agreement as Attachment “A” no later than March 7, 2008, accept fifty
percent (50%) payment of their compensatory time, sick, holiday and vacation
leave to be paid no later than March 21, 2008. This fifty percent payment will
comprise one hundred percent (100%) of accrued compensatory time owed to

-1-
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the retiree, and the remaining balance shall comprise accrued sick, holiday and
vacation leave. The parties agree that the accrued leave will be paid out in the
following order: accrued compensatory time, then accrued vacation leave, then
accrued holiday leave, and then accrued sick leave. The cumulative amount of
the 50% savings to the City from IAFF and VPOA retirees shall be in an amount
no less than $1.45 million. In the event the savings amount to the City shall be
fess than $1.45 million this agreement shall terminate on March 7, 2008.

The VPOA and retirees further agree that the remaining fifty percent (50%) of
accrued sick, holiday and vacation leave owed to retirees shall be deferred for
payment on or before December 31, 2008. The City agrees that the retirees are
not voluntarily relinquishing any of their rights to the remaining 50% of sick,

holiday and vacation leave that is owed to them. However, VPOA and the

retirees acknowledge that the City does not guarantee payment of this remaining
50% in the event the City files a chapter 9 bankruptcy case on or before
December 31, 2008. VPOA and the retirees further understand and
acknowledge that if the City does enter into chapter 9 bankruptcy, then the City
may contend that the accrued unpaid sick, holiday and vacation leave becomes
an unsecured claim in such bankruptcy case.

The attached agreement (Attachment “A”) to be signed by the retirees regarding
payment of accrued compensatory time and accrued sick, vacation and holiday
leave shall be notarized. The City shall provide notary services to the retirees.

VPOA and the City agree that this policy on paying accrued compensatory time
and sick, holiday and vacation leave shall apply to all VPOA employees who
retire between February 10, 2008 and June 30, 2008. VPOA and the City agree
that all VPOA employees who retire between February 10, 2008 and June 30,
2008 must sign Attachment “A” and cause it to be notarized.

The City shall immediately amend its agreement with_PARS' to facilitate the

above.
SALARY REDUCTIONS

The City and VPOA hereby agree to abandon and waive any remaining balance
due to the employees under the salary formula for the 2007-2008 fiscal year over
the eight and one half percent (8.5%) that has already been paid to employees.

From March 1, 2008 through June 30, 2008 the City and VPOA agree to
decrease the July 1, 2007 salary increase to employees from eight and a half
percent (8.5%) to two percent (2%) by rolling back salaries six and one half
percent (6.5%). Salary rollbacks will be implemented effective March 1, 2008
and reinstated June 30, 2008.

2-
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MEDIATION

The City and VPOA hereby agree to retain the services of a certified mediator to
assist the parties in continuing off the records discussions between March 1,
2008 and April 22, 2008, to discuss expenditure reductions, revenue
enhancements and labor agreement modifications in an attempt to develop a
Budget Plan that ensures funding for a range of City services (e.g. including, but
not limited to, fire services, police services, street repair) and provides for a
General Fund reserve at the end of each fiscal year through June 30, 2012. The
parties agree to select a mutually agreed upon mediator no later than March 7,
2008.

The City and VPOA agree that the cost of mediation will be equally split as
follows: the City will pay fifty percent (50%) of the mediator’s fees and costs, and
VPOA and IAFF will pay fifty percent (50%) of the mediator’s fees and costs.

The City and VPOA agree that the principal parties involved in mediation will be
the City, VPOA and IAFF. However, the City and VPOA agree to include
representatives from CAMP and IBEW to facilitate the off the record discussions
as the mediator deems appropriate.

The first meeting' with the mediator, the City and VPOA shall take place as soon
as possible. ' ~

OTHER TERMS AND CONDITIONS

All other terms and conditions in the existing Labor Agreement and approved
Supplemental Labor Agreements shall remain in full force and effect unless
modified by this Supplemental Agreement.
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ATTACHMENT “A”

l, , by signing this Attachment, as an individual due to
my retiree status, hereby acknowledge and agree that | will accept fifty percent (50%)
payment of accrued leave owed to me at the time of my retirement instead of one
hundred percent (100%) payment of the accrued compensatory time and accrued sick,
holiday and vacation leave, to be paid to me no later than March 21, 2008.

| further understand and acknowledge that this fifty percent (50%) payment constitutes
one hundred percent (100%) of the accrued compensatory time owed to me and the
remaining balance constitutes.accrued vacation, holiday and sick leave. | further
understand and acknowledge that my accrued leave will be paid out in the following
order: accrued compensatory time, then accrued vacation leave, then accrued holiday
leave, and then accrued sick leave.

| further understand and acknowledge that the remaining fifty percent (50%) of accrued

sick, holiday and vacation leave shall be deferred for payment on or before December

31, 2008. | understand that the City acknowledges that | am not voluntarily
relinquishing any of my rights to the remaining 50% of sick, holiday and vacation leave
that is owed to me. However, | acknowledge and understand that the City does not
guarantee payment of this remaining 50% in the event the City files a chapter 9
bankruptcy case on or before December 31, 2008. | further understand and
acknowledge that if the City does enter into a chapter 9 bankruptcy case, then the City
may contend that my accrued unpaid sick, holiday and vacation leave becomes an
unsecured claim in such bankruptcy case.

| further understand and acknowledge that | will cause this Attachment to be notarized
prior to submitting it in executed form to the City.

Date:

NAME OF
RETIREE
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FOR THE CITY OF

VALLEJO: FOR THE VPOA:
Date: Date:
Joseph M. Tanner Steve Gordon,
City Manager President VPOA
Date: Date:
Dennis Morris Tom Liddicoet,
Director of Human Negotiating Committee
Resources VPOA :
' Date: Date:
Fred Soley Matt Mustard,
City Attorney Negotiating Committee
' : VPOA
Date:
Brent Pucci’
Negotiating Committee
Date:
Mark Nicol,
Negotiating Committee
PVPOA
ATTEST:
Date:
Mary Elisworth
City Clerk







Attachment K

SUPPLEMENTAL LABOR AGREEMENT
BETWEEN
THE CITY OF VALLEJO
AND
THE INTERNATIONAL ASSOCIATION OF FIREFIGHTERS
LOCAL 1186

This Supplemental Labor Agreement dated March 1, 2008 is between the City of
Vallejo (“City") and the International Association of Firefighters Local #1186
(“IAFE"), for the purpose of modifying the Labor Agreement between the parties
dated July 1, 2000 through June 30, 2010, (“Agreement”), and all approved
Supplemental Agreements to the Agreement. The new terms of the Agreement
and Supplemental Agreements shall be from July 1, 2000 through June 30, 2010,
except as may be modified and/or amended by this March 1, 2008 Supplemental
Labor Agreement.

Accordingly, the City and IAFF agree to the following Supplemental Labor
Agreement language: '

1.  EFFECT OF AGREEMENT

This Supplemental Labor Agreement shall become effective at 0800 March
1, 2008.

The term of the Agreement shall be extended by one year to June 30,
2011. City and IAFF agree to continue off the record discussions between
March 1, 2008 and April 22, 2008. If there is no new signed and mutually
ratified Labor Agreement between the parties by April 22, 2008, then the
one-year extension provided. for herein shall be null and void. However,
such date shall be extended pursuant to a written agreement entered into
by the City and IAFF.

2. ACCRUED COMPENSATORY TIME AND ACCRUED SICK AND
VACATION LEAVE AND HOLIDAY LEAVE PAYOUTS

The City and IAFF recognize that certain retirees have accrued
compensatory time, sick, holiday and vacation leave and are due payment
at this time. The IAFF shall provide the City with original letters from the
employees affected authorizing the IAFF to be their representative on this
issue no later than March 7, 2008.

IAFF agrees that each individual retiree will sign the acknowledgment
attached to this agreement as Attachment “A” no later than March 7, 2008,
accept fifty percent (50%) payment of their compensatory time, sick,
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holiday and vacation leave to be paid no later than March 21, 2008. This
fifty percent payment will comprise one hundred percent (100%) of accrued
compensatory time owed to the retiree, and the remaining balance shail
comprise accrued sick, holiday and vacation leave. The parties agree that
the accrued leave will be paid out in the following order: accrued
compensatory time, then accrued vacation leave, then accrued holiday
leave, and then accrued sick leave. The cumulative amount of the 50%
savings to the City from IAFF and VPOA retirees shall be in an amount no
less than $1.45 million. In the event the savings amount to the City shall
be less than $1.45 million this agreement shall terminate on March 7, 2008.

The IAFF and retirees further agree that the remaining fifty percent (60%)
of accrued sick, holiday and vacation leave owed to retirees shall be
deferred for payment on or before December 31, 2008. The City agrees
that the retirees are not voluntarily relinquishing any of their rights to the
remaining 50% of sick, holiday and vacation leave that is owed to them.
However, IAFF and the retirees acknowledge that the City does not
guarantee payment of this remaining 50% in the event the City files a
chapter 9 bankruptcy case on or before December 31, 2008. IAFF and the
retirees further understand and acknowledge that if the City does enter into
a chapter 9 bankruptcy case, then the City may contend that the accrued
unpaid sick, holiday and vacation leave becomes an unsecured claim in
such bankruptcy case.

The attached agreement (Attachment “A”) to be signed by the retirees
regarding payment of accrued compensatory time and accrued sick,
vacation and holiday leave shall be notarized. The City shall provide
notary services to the retirees.

IAFF and the City agree that this policy on paying accrued compensatory
time and sick, holiday and vacation leave shall apply to all IAFF employees
who retire between February 10, 2008 and June 30, 2008. IAFF and City
agree that all IAFF employees who retire between February 10, 2008 and
June 30, 2008 must sign Attachment “A” and cause it to be notarized.

The City shall immediately amend its agfeement with PARS to facilitate the
above. :

SALARY REDUCTIONS

The City and IAFF hereby agree to abandon and waive any remaining
balance due to the employees under the salary formula for the 2007-2008
fiscal year over the eight and one half percent (8.5%) that has already
been paid to employees.

2
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From March 1, 2008 through June 30, 2008 the City and IAFF agree to
decrease the July 1, 2007 salary increase to employees from eight and one
half percent (8.5%) to two percent (2%) by rolling back salaries six and one
half percent (6.5%). Salary rollbacks will be implemented effective March
1, 2008 and reinstated June 30, 2008.

STAFFING MODIFICATIONS

The contractual staffing levels shall be modified as foliows for.the period of
March 6, 2008 through June 30, 2008:

a. Minimum daily staffing shall be reduced from twenty-eight (28) to
twenty-two (22). The reduction of staffing shall result in the closing of two
engine companies to be determined by the City after consultation with
IAFF. This reduction shall be accomplished by an open bid process for all
suppression positions to be filled on a seniority basis consistent with the
current procedure.

b. Two (2) Fire Captains shall be transferred from the Fire Training
Division to the Fire Suppression Division.

c. One (1) Fire Inspector shall be transferred from the Fire Prevention
Division to the Fire Suppression Division.

d. One (1) Assistant Fire Chief shall be assigned to the Fire Training
Division. No retroactivity will be paid to the individual promoted to this
position upon permanent filling in the future.

e. The six Fire Captain vacancies shall be filled off the existing Fire
Captain eligibility list. Captains promoted as a result of this agreement
shall be demoted to their previous rank upon the initiation of the engine
company reductions to the level required to meet the reduced minimum
daily staffing level (7 Companies to include 6 (3 person) Engines and 1(4
person) Truck Company). Promotions to the vacant positions shall occur
prior to the implementation of the engine company reductions.

f. For the period of March 1, 2008 through June 30, 2008 joumey level
firefighter/paramedics shall be allowed to fill acting engineers positions and
serve as paramedic on their engine company for that shift provided that
there is not a journey level firefighter/paramedic assigned at that station.
A good faith effort will be made to prevent an engineer serving as a
paramedic. from bumping a firefighter/paramedic assigned to that station.
This shall only occur when another engine is operating as a Basic Life
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Support (BLS) engine. - After June 30, 2008. the required paramedic on
each engine company shall serve at the rank of firefighter only.

1. Any paramedic who is denied an acting assignment due to the
paramedic needs of the department shall be entitled to receive
acting pay for the period that was denied.

UNION BUSINESS LEAVE

City contributed Union Business Leave shall be reduced from 600 to 500
hours for fiscal year 2007/08 and shall be used for the following purposes:

a. International Association of Firefighters National Conventions;

b. California Professional Firefighters State Conventions;

c. International Association of Firefighters conferences, meetings,
workshops or symposiums; '

d. California  Professional Firefighters conferences, meetings,
workshops or symposiums;

e. Central Labor Council conferences, meetings, workshops or
Symposiums;

f. Fire Explorer Academy.

MEDIATION

The City and IAFF hereby agree to retain the services of a certified
mediator to assist the parties in continuing off the record discussions
between March 1, 2008 and April 22, 2008, to discuss expenditure
reductions, revenue enhancements and labor agreement modifications in
an attempt to develop a Budget Plan that ensures funding for a range of
City services (e.g. including, but not limited to, fire services, police
services, street repair) and provides for a positive General Fund reserve at
the end of each fiscal year through June 30, 2012.. The parties agree to
select a mutually agreed upon mediator no later than March 7, 2008.

The City and IAFF agree that the cost of mediation will be equally split as
follows: the City will pay fifty percent (50%) of the mediator's fees and
costs, and IAFF and VPOA will pay fifty percent (50%) of the mediator’s
fees and costs.

The City and IAFF agree that the principal parties involved in mediation will
be the City, IAFF and VPOA. However, the City and IAFF agree to include
representatives from CAMP and/or IBEW to facilitate the off the record
discussions as the mediator deems appropriate. ,

The first meeting with the mediator, the City and IAFF shall take place as
soon as possible.
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OTHER TERMS AND CONDITIONS

All other terms and conditions in the existing Labor Agreement and
approved Supplemental Labor Agreements shall remain in full force and
effect unless modified by this Supplemental Labor Agreement.
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ATTACHMENT “A”

I, , by signing this Attachment, as an individual
due to my retiree status, hereby acknowledge and agree that | will accept fifty
percent (50%) payment of accrued leave owed to me at the time of my retirement
instead of one hundred percent (100%) payment of the accrued compensatory
time and accrued sick, holiday and vacation leave, to be paid to me no later than
March 21, 2008.

| further understand and acknowledge that this fifty percent (50%) payment
constitutes one hundred percent (100%) of the accrued compensatory time owed
to me and the remaining balance constitutes accrued vacation, holiday and sick
leave. | further understand and acknowledge that my accrued leave will be paid
out in the following order: accrued compensatory time, then accrued vacation
leave, then accrued holiday leave, and then accrued sick leave.

| further understand and acknowledge that the remaining fifty percent (50%) of
accrued sick, holiday and vacation leave shall be deferred for payment on or
before December 31, 2008. | understand that the City acknowledges that | am
not voluntarily relinquishing any of my rights to the remaining 50% of sick, holiday
and vacation leave that is owed to me. However, | acknowledge and understand
that the City does not guarantee payment of this remaining 50% in the event the
City files a chapter 9 bankruptcy case on or before December 31, 2008. | further
understand and acknowledge that if the City does enter into a chapter 9
bankruptcy case, then the City may contend that my accrued unpaid sick, holiday
and vacation leave becomes an unsecured claim in such bankruptcy case.

.| further understand and acknowledge that | will cause this Attachment to be
notarized prior to submitting it in executed form to the City.

Date:

NAME OF RETIREE
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IN WITNESS WHEREOF, the parties hereto acting by, and through their duly
authorized representatives, have executed this Supplemental Labor Agreement
this day of , 2008.

FOR THE CITY OF
VALLEJO: FOR THE UNION:

Date: Date:
Joseph M. Tanner Kurt Henke,
City Manager President IAFF

Date: Date:
Dennis Morris Vince Sarullo,
Director of Human Vice President {AFF
Resources ;

Date:
Jon Riley,

Vice President |AFF

Date:

Patrick Dunn,
Negotiating Committee,
IAFF

Date:

Paige Meyer,
Negotiating Committee,
IAFF

Date:

Larry Bohlig,
Negotiating Committee,
IAFF

Date:

Joel Dinsdale,
Negotiating Committee,
IAFF




ATTEST:

Mary Ellsworth
City Clerk

Date:
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Attachment L

RESOLUTION NO. N.C.

A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE VALLEJO POLICE
OFFICERS ASSOCIATION (VPOA) REGARDING COMPENSATION, LEAVE
PAYOUTS AND CONTRACT TERM

BE IT RESOLVED by the Council of the City of Vallejo as follows:

WHEREAS, the City is obligated under the provisions of Government Code
section 3500-3510, commonly referred to as the Meyers-Milias-Brown Act, to meet and
confer in good faith and attempt to reach agreement with representatives of recognized
bargaining units on matters within the scope of representation, including but not limited
to wages, hours, and other terms and conditions of employment; and

WHEREAS, representatives of the City and the Vallejo Police Officers
Association (“VPOA”) have met and conferred in good faith and have reached
agreement on a Supplemental Labor Agreement (“Agreement”) between the City and

VPOA; and

WHEREAS, the City Council has determined, after, among other things, taking
into consideration the advice of City staff and of counsel, that if the City Manager
determines that VPOA is not in compliance with the terms of the Agreement or if the
International Association of Firefighters, Local 1186 (“IAFF”) is not in compliance with
the terms of the Supplemental Labor Agreement regarding compensation, leave
payouts, contract term, and other elements of Fiscal Emergency Plan (“IAFF
Agreement”) approved concurrently with the Agreement, then it will be in the best
interests of the City, its creditors and other interested parties, that the City Council
should consider the filing of a petition under the provisions of chapter 9 of the United
States Bankruptcy Code.

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo
hereby authorizes the City Manager to execute a Supplemental Labor Agreement, in
substantially the same form as attached to the staff report, with the Vallejo Police
Officers Association regarding compensation, leave payouts and contract term.

BE IT FURTHER RESOLVED that in the event that the City Manager
determines that either VPOA is not in compliance with the terms of the Agreement or
that IAFF is not in compliance with the terms of the IAFF Agreement, or any of the
retirees are not in compliance with either such agreement, the City Manager is directed
to promptly place an item on a future agenda for City Council’s consideration regarding
the filing of a petition under chapter 9 of the United States Bankruptcy Code in the
United States Bankruptcy Court, Eastern District of California, Sacramento Division.

KAPUBLIC\ANFINANCE\2008\Agenda Item - Resolution - VPOA Contract Amendment - 3-03-08.doc
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Attachment M

RESOLUTION NO. N.C.

A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE INTERNATIONAL
ASSOCIATION OF FIREFIGHTERS, LOCAL 1186 (IAFF) REGARDING
COMPENSATION, LEAVE PAYOUTS, CONTRACT TERM, AND OTHER ELEMENTS
OF FISCAL EMERGENCY PLAN

BE IT RESOLVED by the Council of the City of Vallejo as follows:

WHEREAS, the City is obligated under the provisions of Government Code
section 3500-3510, commonly referred to as the Meyers-Milias-Brown Act, to meet and
confer in good faith and attempt to reach agreement with representatives of recognized
bargaining units on matters within the scope of representation, including but not limited
to wages, hours, and other terms and conditions of employment; and

WHEREAS, representatives of the City and the International Association of
Firefighters, Local 1186 (“IAFF”) have met and conferred in good faith and have
reached agreement on a Supplemental Labor Agreement between the City and IAFF;
and

WHEREAS, the City Council has determined, after, among other things, taking
into consideration the advice of City staff and of counsel, that if the City Manager
determines that IAFF is not in compliance with the terms of the Agreement or if the
Vallejo Police Officers Association (“WPOA”) is not in compliance with the terms of the
Supplemental Labor Agreement regarding compensation, leave payouts and contract
term (“WPOA Agreement”) approved concurrently with the Agreement, then it will be in
the best interests of the City, its creditors and other interested parties, that the City
Council should consider the filing of a petition under the provisions of chapter 9 of the
United States Bankruptcy Code.

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo
hereby authorizes the City Manager to execute a Supplemental Labor Agreement, in
substantially the same form as attached to the staff report, with the International
Association of Firefighters, Local 1186 regarding compensation, leave payouts, contract
term, and other elements of Fiscal Emergency Plan.

BE IT FURTHER RESOLVED that in the event that the City Manager
determines that either IAFF is not in compliance with the terms of the Agreement or
VPOA is not in compliance with the terms of the VPOA Agreement, or any of the
retirees are not in compliance with either such agreement, that the City Manager is
directed to promptly place an item on a future agenda for City Council’s consideration
regarding the filing of a petition under chapter 9 of the United States Bankruptcy Code
in the United States Bankruptcy Court, Eastern District of California, Sacramento
Division.

KAPUBLIC\VANFINANCEN2008\Agenda item - Resolution IAFF Contract Amendment (Compensation and Other Matters) - 3-03-08.doc
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Agenda Item No. ADMIN. B

COUNCIL COMMUNICATION Date: March 3, 2008
TO: Honorable Mayor and Members of the City Council
FROM: Joseph M. Tanner, City Manager
Craig Whittom, Assistant City Manager / Community Developmenﬂ\)

SUBJECT: CONSIDERATION OF ACTIONS REGARDING NEGOTIATIONS
WITH INTERNATIONAL FEDERATION OF FIREFIGHTERS AND
THE VALLEJO POLICE OFFICERS ASSOCIATION RELATED TO
SETTLEMENT OF GRIEVANCES, ARBITATRION DISPUTES AND
LITIGATION

BACKGROUND & DISCUSSION

Staff's most recent meetings with labor groups began in December 2007 to discuss
opportunities to solve the City’s General Fund structural imbalance. As the City Council is
aware, the current labor agreements are in place through 2010 and the labor groups are
not required to make any concessions. Most of staff's focus has been discussions with
representatives of the Vallejo Police Officers Association (VPOA) and International
Association of Firefighters (IAFF) FY 2007-08, and more recently five year General Fund
projections. At the inception of these discussions in December 2007, the City and VPOA
were involved in ongoing arbitration (related to minimum staffing) and a grievance and the
City and IAFF were involved in litigation, arbitration and grievances (on a variety of issues
ranging from work rules to staffing). VPOA and IAFF requested that these issues be
resolved prior to negotiating economic concessions to existing agreements.

International Association of Firefighters (IAFF)

The City had enaged in two lawsuits with the IAFF. City of Vallejo v. Intl. Assoc. of
Firefighters, Local 1186, Solano Superior Court Case No. FCS 030540; City of Valiejo v.
Intl. Assoc. of Firefighters, Local 1186, Public Employment Relations Board, Unfair Practice
Charge, Case No. SF-C0O-155-M; and City of Vallejo v. Intl. Assoc. of Firefighters, Local
1186, Public Employment Relations Board, Unfair Practice Charge, Case No. SF-CO-166-
M.




Page 2 of 3

Staff has developed a settlement agreement with IAFF resolving grievances related to
staffing levels, paramedic decertification; union business leave; uniform allowance and
reimbursement; and, providing for an Assistant Fire Chief position in Fire Prevention.

Vallejo Police Officers Association (VPOA)

Staff has developed a settlement agreement with VPOA in an attempt to resolve an
ongoing arbitration regarding the staffing size of the Department. In its negotiations with
staff regarding the General Fund imbalance, VPOA has acknowledged the need to
maintain vacancies below this level to ensure General Fund solvency and proposes to
suspend this staffing requirement until May 2010.

RECOMMENDATION

Staff is recommending the City Council take the following action on these items:

A. |AFF litigation and administrative proceedings - Adopt a resolutlon authorizing
the dismissal of the IAFF lawsuits
B. VPOA Settlement Agreement — Adopt the resolution authorizing the execution of

the settiement agreement.
C. IAFF Settlement Agreement — Adopt the resolution authorizing the execution of

the settlement agreement.

ENVIRONMENTAL REVIEW

Any action taken under this item is not a project as defined by the California Environmental
Quality Act (CEQA) pursuant to section 15378 (b)(4) of Title 14 of the California code of
Regulatlons and is not subject to CEQA review.

DOCUMENTS ATTACHED

Attachment A — Settlement Agreement between City and VPOA

Attachment B - Settlement Agreement between City and IAFF

Attachment C - Resolution Authorizing the City Attorney to Dismiss with Prejudice a
Lawsuit and two administrative proceedings against the International
Association of Firefighters, Local 1186

Attachment D - Resolution authorizing the City Manager to execute an amendment to
the labor agreement with the International Association of Firefighters,
Local 1186 (IAFF) resolving grievances related to staffing levels,
paramedic decertification; union business leave; uniform allowance and
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reimbursement; and, providing for an assistant fire chief position in fire
prevention
Attachment E - Resolution authorizing the City Manager to execute an amendment
to the labor agreement with the Vallejo Police Officers Association
(VPOA) resolving grievances related to staffing levels

CONTACT:
Joseph M. Tanner, City Manager, 707-648-4576 or jtanner@ci.vallejo.ca.us

Craig Whittom, Assistant City Manager / Community Development, 707-648-4579 or
cwhittom@ci.vallejo.ca.us

1:\030308 grievance resolves staff report.doc



ATTACHMENT A

SUPPLEMENTAL AGREEMENT
BETWEEN
THE CITY OF VALLEJO
AND THE
VALLEJO POLICE OFFICERS’ ASSOCIATION

The Supplemental Agreement (Agreement) dated February 27, 2008 between
the City of Vallejo (City) and the Vallejo Police Officers’ Association (VPOA) is for
the purpose of modifying the prior Agreement between the parties dated June 15,
2004, and resolving the staffing grievance.

1. FINAL RESOLUTION OF STAFFING GRIEVANCE

The City agrees to amend the supplemental agreement of June 15, 2004,
Section C Subsection (3) as follows:

A. City agrees to maintain a workforce of 145 sworn officers (includes
sworn officers in supervisory or management positions up to and including
police chief).

B. Of fhe 145 positions, no more than five may be grant funded.

C. For the period of January 18, 2008 to May 30, 2010, VPOA shall
suspend the 145 sworn officer requirement.

D. The City shall fill vacancies as they occur.

This Supplemental Agreement shall become effective and shall remain in full
force and effect through June 30, 2010. The Agreement shall also remain in
effect from year-to-year thereafter, unless either party gives written notice to the
other of its desire to amend or terminate the Agreement not less than six (6)
months prior to June 30, 2010, or any subsequent anniversary date of the
Agreement. The parties may, at any time, mutually consent to extend this
agreement for a specific period. Upon giving the notices provided herein, the
parties shall meet, collectively negotiate and attempt to resolve differences

* concerning proposed amendments and changes submiitted by either of them.
Should the parties fail to agree upon said requested amendments and changes,
then the matter shall be determined in accordance with the City Charter. There
shall be no strikes, lockouts or stoppages of work during the life of this
Agreement. This Agreement is supplemental to the current Agreement between
the City and the VPOA and shall be incorporated into said Agreement covering
the period of July 1, 2000 through June 30, 2010.

55098.1 VA040-014



2. EFFECT OF RESOLUTION OF STAFFING GRIEVANCE

The VPOA agrees and understands that the resolution of the grievance herein
shall have the same force and effect as all other provisions of the contract
between the City and IAFF; nothing more, nothing less.

The remaining sections of the Labor Agreement shall remain unchanged.

55098.1 VA040-014



SIGNATURES APPEAR BELOW

IN WITNESS WHEREOF, the parties hereto acting by, and through their duly
authorized representatives, have executed this Supplemental Agreement this

day of
FOR THE CITY OF VALLEJO: FOR THE UNION:
Joseph M. Tanner Date © Steve Gordon
Date
City Manager President, VPOA
Dennis Morris Date Matt Mustard
Date
Director of Human Resources Vice President, VPOA
ATTEST
Mary Ellsworth Date
City Clerk

I\WPOA Supplement Agreement 020808.doc
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ATTACHMENT B

SUPPLEMENTAL AGREEMENT
BETWEEN
THE CITY OF VALLEJO
AND THE
INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS, LOCAL 1186

This Supplemental Agreement dated February 29, 2008, hereinafter referred to as the
Agreement is between the City of Vallejo, hereinafter referred to as the City, and the
Interational Association of Firefighters, Local 1186, hereinafter referred to as IAFF, forthe
purpose of resolving pending grievances and modifying the Agreement between the parties
dated July 1,2000 through June 30, 2005, and Supplemental Agreements dated March 25,
2003 and July 15, 2003. The new terms of the Agreement and Supplemental Agreements
shall be from July 1, 2000 through June 30, 2010.

Accordingly, the City and IAFF agree to the following amended labor agreement language:

1.

FINAL RESOLVE OF ASSISTANT CHIEF IN FIRE PREVENTION GRIEVANCE

In reference to the above subject grievance dated December 20, 2006, the parties
agree that the following shall constitute a satisfactory resolution and serve as a
supplemental agreement to the Agreement:

SECTION 7 - Subsection B of the Agreement dated July 1, 2000 through June 30,
2005, shall be amended to read as follows:

The Fire Prevention Division staffing shall be one Assistant Fire Chief and any
combinations of Fire Captains or Fire Inspectors totaling three (3). The minimum
daily staffing per day shall be two (2) including the person placed in charge of the
Fire Prevention Division by the Fire Chief.

If the position, Assistant Fire Chief in Fire Prevention has not been filled as of July
1, 2010, the City and the Union shall meet and confer over whether or not the
position of Assistant Fire Chief in Fire Prevention is to be filled based on the
economic condition of the City.

FINAL RESOLVE OF PARAMEDIC DECERTIFICATION GRIEVANCE

In reference to the above subject grievance dated July 29, '2007, the parties agree
that the following shall constitute a satisfactory resolution:

SECTION 16A, Subsection C.1 of the Agreement dated July 1, 2000 through June
30, 2005, shall be amended as follows:

As a condition of continued employment, all personnel hired after January 1, 2000



shall be required to maintain their paramedic certification while serving at the rank
of Firefighter during the term of this agreement.

1.

Any employee who promotes out of the rank of Firefighter shall, upon
completion of his/her probationary period have no further obligation to
maintain his/her paramedic certification. Employees may elect voluntarily to
maintain their certification in order to be eligible for overtime work as a
paramedic.

Any Firefighter/Paramedic who has been promoted and passed their
probationary period shall be released from their obligation to provide
paramedic services effective immediately upon notification to the Fire Chief's
office. '

3. FINAL RESOLVE OF UNION BUSINESS LEAVE (UBL) GRIEVANCE

In reference to the above subject grievance dated April 12, 2007, the parties agree
that the following shall constitute a satisfactory resolution:

The UBL policy that Chief Parker implemented is to be withdrawn.

The All UBL leave is to be deducted on a straight time basis.

The The Fire Chief's office will process the involved UBL slips as originally
submitted without any changes pursuant to the existing Agreement.

The All UBL must be reinstated to the proper bank retroactively prior to the
implementation of Chief Parker's UBL policy.

The City Manager to rescind his current directive to the Fire Chief regarding
UBL requests of 24 & 48-hour duration.

The Alli future UBL requests will be administered and processed as they were
prior to this grievance pursuant to the existing Agreement.

SECTION 31, Subsection D of the Supplemental Agreement dated July 15, 2003, shall be
amended as follows: '

On July 1 of each year, the City shail deduct annual leave from each member of the
bargaining unit (up to twelve (12) hours annual leave for Fire Suppression Personnel and
eight and one half (8.5) hours annual leave for Fire Prevention and Training Personnel to
establish a separate Employee Contributed Union Leave Bank.



4. FINAL RESOLVE OF UNIFORM ALLOWANCE GRIEVANCE

In reference to the above subject grievance dated September 27, 2007, the parties
agree that the following shall constitute a satisfactory resoiution:

SECTION 14: UNIFORM ALLOWANCE AND REIMBURSEMENT
INCLUDING WATCHES

Subsection A of the Supplemental Agreement dated March 25, 2003, shall be amended as
follows: _

A. Effective July 1 of each year, the City of Vallejo shall increase the regular uniform
allowance for each employee by an amount rounded to the nearest dollar, equal to the
percentage increase applied to base salaries for the year.

5. UBL INVESTIGATION (COMPLAINT PENDING).

The parties agree to the foliowing:

. The Friefeld investigative report shall not be used by the City in any future
arbitration hearings, disciplinary actions, criminal, or civil proceedings.

6. FURTHER DISCUSSIONS BETWEEN THE PARTIES

City and IAFF acknowledge that the parties will be meeting off the record to discuss
expenditure reductions; revenue enhancements and labor agreement modifications in an
attempt to develop a Budget Plan that ensures funding for a range of City services (e.g.
including , but not limited to, fire services, police services, street repair) and provides for a
positive General Fund reserve at the end of each fiscal year through June 30, 2012. To the
extent such a Budget Plan is not developed and approved by the City Council, City and IAFF
acknowledge that cost reduction strategles will be required that will effect all City
Departments.

7. EFFECT OF RESOLUTION OF GRIEVANCES

The IAFF agrees and understands that the resolution of the grievances herein shall have the
same force and effect as all other provisions of the contract between the City and IAFF;
nothing more, nothing less. :

The Remaining Sections of This Labor Agreement Shall Remain Unchanged.



IN WITNESS WHEREOF, the parties hereto acting by, and through their duly authorized

representatives, have executed this Supplemental Agreement this

FOR THE CITY OF
VALLEJO:

Date:

FOR THE UNION:

Joseph M. Tanner
City Manager

Dennis Morris Date:
Director of Human
Resources

ATTEST:

Mary Elisworth
City Clerk

Date:

Kurt Henke,
President IAFF

Vince Sarullo,
Vice President IAFF

Jon Riley,
Vice President IAFF

Patrick Dunn,
Negotiating Committee,
IAFF

Paige Meyer,
Negotiating Committee,
IAFF

Larry Bohlig,
Negotiating Committee,
IAFF

Joel Dinsdale,
Negotiating Committee
IAFF

day of

Date:

Date:

Date:

Date:

Date:

Date:

Datt_e:
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ATTACHMENT C

RESOLUTION NO. N.C.

A RESOLUTION AUTHORIZING THE CITY ATTORNEY TO DISMISS WITH PREJUDICE A
LAWSUIT AND TWO ADMINISTRATIVE PROCEEDINGS AGAINST THE INTERNATIONAL
ASSOCIATION OF FIREFIGHTERS, -

LOCAL 1186

BE IT RESOLVED by the Council of the City of Vallejo as follows:

WHEREAS, disputes have arisen between the City of Vallejo and the
International Association of Firefighters, Local 1186 (“IAFF”); and

_ WHEREAS, City has filed a lawsuit and two administrative proceedings
regarding these disputes; and

WHEREAS, as a sign of good falth in its negotlatlons W|th IAFF the City Council
wishes to resolve these disputes. _

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo
- hereby: authorizes the City Attorney to dismiss with prejudice the following lawsuit and
two administrative proceedings: City of Vallejo v. Intl. Assoc. of Firefighters, Local
1186, Solano Superior Court Case No. FCS 030540; City of Vallejo v. Intl. Assoc. of
Firefighters, Local 1186, Public Employment Relations Board, Unfair Practice Charge,
Case No. SF-CO-155-M; and City of Vallejo v. Intl. Assoc. of Firefighters, Local 1186,
Public Employment Relations Board, Unfair Practice Charge, Case No. SF-CO-166-M.
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ATTACHMENT D

RESOLUTION NO. N.C.

A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE INTERNATIONAL
.ASSOCIATION OF FIREFIGHTERS, LOCAL 1186 (IAFF) RESOLVING GRIEVANCES
RELATED TO STAFFING LEVELS; PARAMEDIC DECERTIFICATION; UNION
BUSINESS LEAVE; UNIFORM ALLOWANCE AND REIMBURSEMENT; AND,
PROVIDING FOR AN ASSISTANT FIRE CHIEF POSITION IN FIRE PREVENTION

BE IT RESOLVED by the Council of the City of Vallejo as follows:

WHEREAS, the City is obligated under the provisions of Government Code
section 3500-3510, commonly referred to as the Meyers-Milias-Brown Act, to meet and
confer in good faith and attempt to reach agreement with representatives of recognized
bargaining units on matters within the scope of representation, including but not Ilmlted
to wages, hours, and other terms and conditions of employment; and

_ WHEREAS, representativés of the .City-and the International Association of
Firefighters, Local 1186 (“IAFF”) have met and conferred in good faith and have
reached agreement on a Supplemental Labor Agreement between the City and IAFF.

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo
hereby authorizes the City Manager to execute a Supplemental Labor Agreement, in
substantially the same form as attached to the staff report, with the International
Association of Firefighters, Local 1186 resolving grievances related to staffing levels,
paramedic decertification; union business leave; uniform allowance and reimbursement;
and, providing for an Assistant Fire Chief position in Fire Prevention.
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ATTACHMENT E

RESOLUTION NO. N.C.

A RESOLUTION AUTHORIZING THE CITY MANAGER TO EXECUTE A
SUPPLEMENTAL LABOR AGREEMENT WITH THE VALLEJO POLICE
OFFICERS ASSOCIATION (VPOA) RESOLVING GRIEVANCES RELATED TO
STAFFING LEVELS

BE IT RESOLVED by the Council of the City of Valiejo as follows:

WHEREAS, the City is obligated under the provisions of Government Code
section 3500-3510, commonly referred to as the Meyers-Milias-Brown Act, to meet and
confer in good faith and attempt to reach agreement with representatives of recognized
bargaining units on matters within the scope of representation, including but not limited
to wages, hours, and other terms and conditions of employment; and .

WHEREAS, representatives of the City and the Vallejo Police Officers
Association (“VPOA”) have met and conferred in good faith and have reached
agreement on a Supplemental Labor Agreement between the City and V'POA.

NOW, THEREFORE, BE IT RESOLVED that the Council of the City of Vallejo
hereby authorizes the City Manager to execute a Supplemental Labor Agreement, in
substantially the same form as attached to the staff report, with the Vallejo Police
Officers Association resolving grievances related to staffing levels.
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