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I. INTRODUCTION 

 I, Jack F. Williams, declare under penalty of perjury that I am over the age of eighteen 1.

(18), and am competent to make this declaration (“Declaration”). 

 This Declaration and any accompanying exhibits and appendices are intended solely 2.

for use in connection with the above-captioned bankruptcy case and may contain confidential 

information.  Any unauthorized use or distribution of this Declaration is strictly prohibited. 

 I specifically reserve the right to supplement this Declaration as necessary, and reserve 3.

the right to respond to any issues raised in any counter-declarations or reports.  In addition, I reserve 

the right to prepare additional exhibits, charts, graphs, tables, demonstratives, and diagrams to 

summarize or support the opinions and analyses set forth in this Declaration.  

  The matters stated herein, with the exception of those specifically qualified based on 4.

information and belief, are based on my personal knowledge, the review of the relevant documents by 

me or my team working under my supervision, and/or information provided at my request.  If called 

to testify, I could and would testify as follows: 

A. RETENTION AND SCOPE 

 At the request of counsel representing the California Public Employees’ Retirement 5.

System (“CalPERS”), Mesirow Financial Consulting, LLC (“MFC”) has been retained to (i) 

undertake an investigation of the financial condition of the City of San Bernardino, California (the 

“City”); (ii) identify recommended financial practices of  a debtor in a chapter 9 bankruptcy case; (iii) 

assess whether the City is conducting its operations in accordance with these practices and (iv) 

provide other information relevant to evaluating the City’s administration of its bankruptcy case. 

B. QUALIFICATIONS 

 I am a Senior Managing Director and National Practice Co-Leader – Litigation, 6.

Investigative, and Intelligence Services at MFC, a national consulting firm that provides 

restructuring, litigation support, forensic accounting, valuation, and related consulting services, with 

offices in major cities across the United States.  MFC is a wholly-owned subsidiary of Mesirow 

Financial Holdings, Inc. (“Mesirow Financial”), a primarily employee-owned, diversified financial 

services firm.  MFC has served as financial advisors to various stakeholder constituencies on some of 
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the most complex restructuring engagements in U.S. history.  At MFC, I have provided services in 

bankruptcy restructuring and commercial litigation support, corporate restructuring, distressed 

business valuation, insolvency accounting and forensic investigatory services. 

 In sum, I have over twenty-five (25) years of experience providing litigation support, 7.

restructuring, forensic, valuation, statistical, tax, and related services on a variety of assignments.  

See Appendix A for additional information with regard to my qualifications.  I have extensive 

experience related to the subject matter of this Declaration. 
 
II. RESPONSIBLE FINANCIAL PRACTICES OF A DEBTOR IN CHAPTER 9 

 The importance of timely and accurate financial information and reporting to the 8.

integrity of the bankruptcy process cannot be overstated.  Historical and projected financial 

information about revenues, expenses, assets, liabilities and cash flows is vital to an understanding of 

postpetition operations, plan development, feasibility, confirmation, and ultimate emergence.  Absent 

an open sharing of meaningful and reliable financial information, the bankruptcy process cannot 

function.  The bankruptcy process, especially in a municipal case, is dominated by the need for 

development and consensus among the majority of parties in interest to the case.  Consensus is 

simply not achievable without communication of meaningful financial information by the debtor.   

 Cash is the single most important resource of virtually any entity, whether a 9.

municipality or another debtor in bankruptcy.  Thus, understanding a debtor’s sources and uses of 

cash is one of the first areas of inquiry by the various stakeholders and the Bankruptcy Court.   

 At the heart of meaningful financial information are the goals of transparency, 10.

credibility, reliability and timeliness.  Transparent information speaks to the processes in place by a 

debtor to ensure that stakeholders are aware of how that financial information is collected, processed, 

compiled, reviewed and reported.  Credible information speaks to whether a debtor is competent to 

provide the relevant financial information and whether that information rests on sound principles.  

Reliable financial information speaks to whether a debtor can provide stable, consistent, and 

relatively predictable financial information.  Timely financial information speaks to whether the 

financial information may be accessed by the debtor and stakeholders within the time frame relevant 

to making informed decisions.     
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 The bankruptcy process imposes a duty of disclosure on debtors to allow stakeholders 11.

to make informed decisions in a timely manner based on meaningful financial information.  A debtor 

should endeavor to provide  information about its state of affairs through both verbal and written 

communication, and also through collaboration with its stakeholders.  This financial informational 

exchange obligation extends to both historical and current information throughout the case.  A debtor 

that is unable to educate its stakeholders provides the appearance of lacking the control and capability 

to manage and restructure the entity.  A debtor should provide access to representatives who 

understand the financial information being presented, how that financial information was developed 

and how it should be interpreted.  This knowledge transfer is a critical tenet of any bankruptcy case 

and is an indicator to stakeholders of a debtor’s ability to take responsibility for its affairs.   

 As an example of the above, a debtor in a chapter 9 case should prepare a 12.

reconciliation of its financial condition  based on both its traditional and accepted accrual accounting 

methodology and a cash methodology.  This financial information should be prepared not only as of 

the petition date, but on an ongoing periodic basis.  Further, regular reconciliation of bank accounts is 

a basic and critical control function to ensure that the financial information being reported to 

stakeholders based on a debtor’s accounting records is consistent with the actual cash activity 

reported in its periodic bank statements.  

 A debtor and its representatives must ensure that the financial information being 13.

conveyed is demonstrative of the entire state of affairs, rather than merely the portion the debtor 

believes most favorable to its current situation.  It is unacceptable for a municipal debtor to convey 

the message that it is unable to produce financial information because the irregularities in its record 

keeping do not allow for access to the books and records.   

 A debtor must be transparent about the goals and plans for the bankruptcy process, 14.

how the debtor anticipates using the protections afforded it by bankruptcy to execute on those goals 

and plan, and what it will mean if the debtor cannot execute those plans.  I would expect that in any 

bankruptcy of an operating entity a forecast would be established early in the case, clearly identifying 

milestones and key dates essential to its execution of the plan.  In addition, the debtor should clearly 

lay out risks or ramifications if it is unable to execute its plan.   
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 A debtor should be capable of preparing complete, detailed, and sufficiently supported 15.

forecasts  of the debtor’s cash receipts and expenditures.  These forecasts should be updated in a 

timely manner as information becomes available.  It is important to prepare these forecasts for the 

entire municipality and clearly delineate any and all underlying assumptions.  Just as the historical 

and current situation needs to be complete, so too does the forecast so the creditors can obtain a 

reasonable assessment of the City’s true financial condition.0F0F

1   

 It is essential that the debtor not only be transparent regarding its state of affairs, but 16.

also that the debtor develop credibility with its stakeholders and maintain this credibility throughout 

the case.   

 Just as the debtor needs to convey information in a timely and accurate manner to 17.

enable stakeholders to develop a complete understanding of the situation, the debtor cannot put forth 

projections that are not achievable or with assumptions that are not clearly specified.  A simple test of 

achievability is the short term reliability of projected uses of cash.  The use of cash is in the control of 

the debtor much more so than sources of cash.  The debtor should not produce projected uses of cash 

that are inaccurate or do not reflect the current situation.  An example of this may occur if the 

municipality attempts to appease its political constituents rather than the stakeholders in the chapter 9 

case.  As a debtor in bankruptcy, the City must provide its stakeholders with reliable and accurate 

financial information.  Reliable and accurate information promotes confidence in the bankruptcy 

process and ensures consistency. 

  Demonstrating and executing a consistent methodology in conveying information 18.

over time is crucial for any debtor.  A debtor should produce periodic budget to actual results 

analyses that reconcile all of the sources and uses of cash, including in any funds the debtor may not 

consider part of the municipality’s primary operating entity or which are “off balance sheet” funds.  

Part of this periodic reporting should also include narrative discussion as to the performance against  
                                                 
 
1 Here, the City has failed to disclose in its bankruptcy filings material assets found in “Off Balance 
Sheet” funds such as Water Department Fund “710 - Successor Agency Retire. Oblig.,” and Fund 
“711 - Suc. Agency - Affordable Housing”.   At this time we do not have sufficient information to 
determine if these are the only “Off Balance Sheet” funds that have been similarly excluded by the 
City from its filings. 
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stated goals, identifying and describing any deviations and also discussing the success of the 

municipality in achieving its goals.  In the reporting of sources and uses of cash, the debtor should 

include all of the components of the sources and uses of cash, in particular identifying and 

reconciling any inter-fund movements of money.  That level of disclosure is critical to reconcile a 

proposed budget to actual results and to tie such reconciliations to relevant source records.   

 A responsible debtor should convey its  information in a timely manner throughout the 19.

case.  A timely debtor conveys information and knowledge in a consistent and predictably periodic 

way.   

  A municipal debtor is not excused from providing timely financial information due to 20.

lack of staff.  The court is allowing the municipality protections in return for being able to make 

informed decisions.  Lack of financial information leads to litigation and increased costs for all those 

participating in the bankruptcy process. 

 A debtor must provide timely information to allow the bankruptcy process to work.  A 21.

responsible debtor must have a functioning cash management system.  As with any debtor, the 

financial and accounting processes of a municipality, particularly those related to the cash 

management system, should be accompanied by appropriate internal accounting controls and checks 

and balances to ensure the integrity, reliability and security of the information and assets, rather than 

a process that is almost entirely reliant upon the oversight of a small number of select individuals, as 

in the case in the City.  In my experience, a financial system that relies too extensively on select 

individuals without appropriate internal controls does not represent a sustainable model from which 

to operate and successfully administer a chapter 9 bankruptcy case.  
 
III. THE CITY DOES NOT EXHIBIT RESPONSIBLE FINANCIAL REPORTING 

PRACTICES AND DOES NOT HAVE A CASH CONTROL SYSTEM EXPECTED OF A 
DEBTOR  

A. THE CITY DOES NOT HAVE RELIABLE FINANCIAL RECORDS 

 Based upon our preliminary review, the City does not have an adequate process for  22.

cash reporting.  The level and frequency of the reporting is not adequate for stakeholders to develop 

and maintain an understanding of the financial condition of the City, particularly the sources and uses 

of cash. 
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 The City has produced six cash reports (“Cash Reports”)1F1F

2 since it filed its chapter 9 23.

petition; however, these reports only demonstrate the cash position of the City and not the sources 

and uses of the cash.  These are the only financial reporting produced by the City with any frequency.  

The timeliness of these reports is also a concern, as the City is not paying its postpetition obligations 

in ordinary course.  The City’s publication of the cash reporting has been sporadic and has not been 

timely.  Further as I identify below, these reports are not demonstrative of the complete cash position 

of the City as they excluded the cash pertaining to certain key “Off Balance Sheet” funds. 

 Based on my review, it appears the City has not been fully transparent in its financial 24.

information produced to its stakeholders.  For instance, Director of Finance, Mr. Jason P. Simpson, 

acknowledged to me in my meetings that the Cash Reports do not include all of the cash received and 

used by the City. 

 The City’s reporting of its cash and financial condition has not included all of the “Off 25.

Balance Sheet” funds (i.e., the Water Department and the Successor Agency to the Economic 

Development Administration (“EDA”).   

 Further, based on conversations with Mr. Simpson, historically the City’s Water 26.

Department may not have provided the City’s Finance Department complete and timely access to its 

financials. 

 The City was not transparent in the implementation of the purported cash savings it 27.

expects to achieve through the Pendency Plan.  Based on my discussions with Mr. Simpson, it is now 

my understanding that the cash savings information portrayed in the Pendency Plan is not 

representative of amounts applicable to a full fiscal year.  Certain of the projected savings, 

particularly those involving reductions in staff, related to only a six-month period, though were not 

disclosed as such. 

 Another concern with the Pendency Plan as proposed is the City’s inability to 28.

unilaterally enact those initiatives in a timely manner and recognize the cash savings identified.  In 

those same discussions, Ms. Travis-Miller informed me that certain of the reductions may need to be 
                                                 
 
2 Cash Flow Position Reports dated 09/04/12, 09/17/12, 09/26/12, 10/08/12, 10/29/12, 11/29/12. 
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brought back to the Common Council for further approval before the cash savings can be recognized.  

It is my belief that while the Pendency Plan implies that the cash savings will be recognized in fiscal 

year 2012-2013, this is not a foregone conclusion, and in fact highly unlikely to be achieved in 

sufficient measure to effectuate the City’s goals. 

 The identification, use and plan to repay restricted cash has not been clearly explained, 29.

and the reports have not been produced with adequate detail and support to allow for a reasonable 

review of the use of cash balances, both unrestricted and restricted.  Further, the rationale for how the 

decisions are made for the preference of paying a specific vendor versus another vendor is not clear 

beyond the criteria of emergent circumstances. 

 The City does not have a clear policy or documentation in place regarding the process 30.

used to manage cash beyond the fact that the process is centrally controlled and reliant upon the 

Director of Finance. 

 Moreover, the City, through the general fund, is accessing a number of restricted funds 31.

to pay operating expenses.  Based on the information provided to date, we can identify balances for 

these funds.  However, we are unable to identify both the name of the restricted fund accessed or the 

specific amounts that have been used to fund City operations.  The fact that we are unable to pinpoint 

the source and use of these funds demonstrates a lack of transparency. 

 Besides the transparency issues highlighted above, I also have concerns about the 32.

credibility of the financial reporting and cash management process employed by the City.  The 

reporting by the City surrounding restricted and unrestricted funds has not included sufficient 

supporting detail, or not enough information to develop an overall conclusion as to the status of these 

various funds. 

 The reporting of whether a specific fund is restricted or not has changed over the 33.

course of the case: 
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Table 1. Number of Funds 

 

 Further, the identification of the types of restrictions placed on any such fund has not 34.

been disclosed in a manner that would allow for review and analysis by the stakeholders of the City. 

 I had my team review the revenue and expenses of the General Fund the City provided 35.

us on December 6, 2012. 2F2F

3  Based on this review, it appeared the City was generating more cash than 

it was using over the three months between September and November 2012. 
 

Table 2. Revenues and Expenses 

 When I asked Mr. Simpson about this apparent increase in available cash to the City, I 36.

did not receive an adequate answer that allowed me to determine how these monies are being applied. 
                                                 
 
3 DR1 Revenue Ledger Listing.pdf; DR3 Payment Register.pdf. 

($USD)
September 2012 October 2012 November 2012 Total

Revenues Of General Fund 10,227,048$    6,032,811$          8,051,910$      24,311,768$ 

Expenses Paid by General Fund 3,523,367         4,771,813            4,021,863         12,317,042   

Excess Revenues Over Expenses Paid 6,703,681$       1,260,998$          4,030,047$      11,994,726$ 

Fund Description 31-Jul-12 29-Oct-12 28-Nov-12

General 2                1                1                 

Discretionary 15              9                9                 

Committed 6                13             13               

Restricted - Prop 218 Funds -            -            12               

Restricted 44              44             32               

Total Funds 67              67             67               

Sources:

Number of Funds

11/29/2012 City of San Bernardino Cash Flow Position

10/29/2012 City of San Bernardino Cash Flow Position

09/04/2012 City of San Bernardino Cash Flow Position
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 Finally, I have difficulty finding any of the financial information provided by the City 37.

credible, because the City does not produce monthly financial statements; does not appropriately 

reconcile monthly accruals; and remarkably, has not closed its books since sometime in 2011. 

 The reliability and accuracy of the City’s cash management process is a significant 38.

concern of mine.  I do not feel that there is a consistent methodology in the reporting of information 

pertaining to the cash position of the City.  The cash management process in place is a process, not a 

sustainable system.   It is highly dependent upon the analysis, judgment and decisions of the Director 

of Finance, a single individual, which is not a sustainable long-term system.  A sustainable long-term 

system would include such things as an established and documented policies and procedures, and 

controls related to the decisions and adherence of the policies.  Further, an individual even with 

experienced judgment makes mistakes and needs time off (e.g., a vacation).  The current cash 

management process is subject to the limitation of available information to the Director of Finance.  

 Based on my conversations with Mr. Simpson, I understand there to be a known 39.

backlog of invoices that need to be entered into the accounts payable ledger, and that Mr. Simpson 

periodically ensures this backlog is corrected while at other times he requests copies of invoices not 

yet entered so that he can incorporate the copies of invoices into his judgment of cash position and 

approvals for disbursements.  This highly manual process requires a focused effort to achieve the 

update. 

 Additionally, the City has historically modified its forecasts and budgets significantly 40.

throughout the year.  I am concerned this may have crept into the reliability of the overall forecasts 

being presented in this case.  Other chapter 9 debtors have demonstrated the historical ability to 

produce more stable projections, which I believe adds to their reliability. 

 A short-term weekly cash flow forecast of expected receipts and disbursements by 41.

week or comparable forecast tool is not utilized by the City to support management of cash.  

 The documentation of how decisions are made and are to be made and the use of a 42.

weekly cash flow forecast management tool which is updated for actual performance and changes to 

expected receipts and disbursement on a periodic basis would be observable and demonstrate a 

reasoned system of monitoring and managing cash. 
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 In chapter 9, when the municipality is not paying postpetition expenses in the ordinary 43.

course, as is the case with the City, there is an acuteness to not providing critical financial 

information.  The answer that the City cannot provide timely, transparent, credible, and reliable 

financial information due to lack of staff is simply not acceptable. 

 The cash position report is produced by the City on a monthly basis, which is not 44.

sufficient given the City’s purported dire cash position coupled with the fact the City is not paying 

certain of its postpetition expenses in the ordinary course of business.  Given the level of financial 

distress being experienced by the City, weekly cash reporting would be reasonable.  

 Based on my discussions, the Director of Finance reviews cash information daily and 45.

relies and verifies this information in his decision making process in managing cash.   A weekly 

production of cash balances, changes in cash balances and cash activity (i.e., receipts and 

disbursement) by Fund and a periodic communication (with a frequency of no longer than monthly) 

with descriptions of cash activity and future expectations regarding cash receipts and disbursements 

would be meaningful information being produced in a timely manner. 

 For example, the information provided by the Water Department on its website is 46.

complete and up to date, which contrasts with the types of information produced by the City on its 

website.  Further, the minutes of the Water Departments meetings are up to date and easily 

identifiable, and the Water Department has had its 2011 audited financial statements available for a 

significant amount of time before the City made its financials available to its stakeholders. 

B. THE CITY HAS NOT BEEN ABLE TO ACCOUNT FOR USES OF 
POSTPETITION CASH 

 Based on my review of the Pendency Plan, the General Fund appears to have utilized 47.

approximately $15 million of cash from Restricted and Non-Restricted Funds which it has not been 

able to repay. 3F3F

4   My understanding is further supported by the statements made by Michael Busch4F4F

5 in 

his declaration to this Court in support of the City’s Chapter 9 filing.  Despite our repeated requests 

for information, I am still not able to determine which individual funds have been utilized as the 
                                                 
 
4 Busch Declaration 11/30/12 Attachment 1 p. 10 
5 Busch Declaration 8/31/12 p. 5 lines 3 and 4 
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sources of cash for the General Fund.  It is my concern that this apparent use of restricted and non-

restricted funds without a plan or demonstrated ability to repay them may not have been proper, and 

further may possibly be continuing while the City is under the protection of this Court.    

 Below is a table identifying the City’s unpaid postpetition obligations.5F5F

6  48.
 

Table 3. Unpaid Postpetition Obligations 
 

C. THE CITY DOES NOT HAVE A VIABLE CASH MANAGEMENT SYSTEM 

 As an example, I am going to use one of many financial aspects of this case, the 49.

sources and uses of cash by the City, to demonstrate my concerns about the practices employed by 

the City in regards to its chapter 9 case.  The basis for my understanding and opinions concerning the 

various aspects of the practices employed by the City concerning the management of the sources and 

uses of cash were primarily developed through certain information produced by the City, as well as 

the limited amount of time I have spent with certain employees of the City. 

 My team and I have reviewed much of the publicly-available financial information put 50.

forth by the City both before it filed and postpetition, as well as various other financial information 

produced by the City in response to the Stipulation re Debtor’s Voluntary Production of Documents 

In Support of its Amended Statement of Qualifications, as well as an information request list prepared 

by my team.  While it may appear that the City has provided my team and me with much information 

pertaining to its financial affairs, much of this information has been historical (prepetition) in nature, 

and I do have concerns about the amount of information that has been produced (such as the City not 

appropriately addressing in a timely manner the Information Request list my team and I prepared) as 

well as the type of information produced. 
                                                 
 
6 11/29/2012 City of San Bernardino Cash Flow Position; 09/04/12 City of San Bernardino Cash 
Flow Position. 

CALPERS / PARS Payments 6,647,786$   

Trade Payables 3,025,874     

Sell Back Time 28,269           

Cash Outs to Separated Employees 408,582         

Police / Street Sweeper Lease Payments 288,704         

Cumulative Post Petition Obligations Not Paid 10,399,215$ 
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 I appreciate the several demands being placed on City personnel, but meaningful 51.

information needs to be provided on a timely basis to make informed decisions.  The City has 

responded to only a small portion of the information request my team and I sent them on November 

29, 2012.  The information request identified thirty-seven (37) specific categories of documents to be 

produced, of which the City has produced nine (9).  The lack of information has not allowed me to 

develop a comprehensive understanding of several aspects of their financial condition, particularly 

the use of cash from the Restricted Funds to satisfy the operations of the City. 

 Critical information we requested and have not yet received includes recent trial 52.

balances for the City, a schedule identifying the detailed interfund cash activity, including any 

borrowing and repayment of borrowing between the funds, and anticipated future expenses and cash 

receipts.   

D. INTERNAL CONTROLS  

 My general understanding, based on a series of conversations, is that the City has 53.

implemented a cash management process that is centrally controlled by the Director of Finance.  The 

process relies upon the Director of Finance to monitor and assess the cash position of the City daily.  

Upon receipt of daily cash reporting, among other things, the Director of Finance makes decisions on 

disbursements while attempting to maintain a steady cash balance based on the following:  
 

a. His experience; 

b. His review of available reports; 

c. His inquiries to the various Finance Department personnel and other 
department heads; 

d. Anticipated postpetition deferrals; 

e. His knowledge of expected receipts; 

f. Scheduled disbursements (e.g., payroll); 

g. Demanded cash on delivery (“COD”) payments; and 

h. The accounts payable ledger information including his estimate of the 
backlog of invoices to be entered into the payables ledger. 
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 The Director of Finance then makes decisions regarding the payment of postpetition 54.

obligations based on these daily assessments.   

 The implemented cash management process is integrated with the purchasing process.  55.

The City utilizes a purchase order system which requires approval by the Director of Finance.  

Accordingly, the Director of Finance leads and participates in decisions on purchasing, and has 

knowledge of planned purchases and issued purchase orders in managing cash and in determining 

and authorizing the timing of the issuance of purchase orders and disbursements.  

 This process, as described above is almost entirely dependent on the discretion and 56.

control of a single individual.  This is not only a weakness in internal accounting controls, but also an 

unnecessary risk to the City and its stakeholders. 

E. LIMITED DISCLOSURE BY THE DEBTOR OF INFORMATION 
INCLUDING INTERVIEWS AND MEETINGS 

 To this point, we have had very limited access to the Debtor’s financial records.  We 57.

reviewed documents available on the City’s website, other available documents, and documents 

produced pursuant to a stipulation as part of informal discovery in this bankruptcy case. For a list by 

category of these documents, see Exhibits 1 and 2.   

 To date, MFC has had limited access to the City’s records representatives. On 58.

November 21, 2012, MFC received 677 documents produced by the City in response to the 

Stipulation. These documents included primarily historical pre-petition financial documents and 

supporting information for the City of San Bernardino Budgetary Analysis and Recommendations for 

Budget Stabilization.  

 On November 26, 2012, MFC received 22 native files produced by the City in 59.

response to the Stipulation. These native files were also primarily supporting documents for the City 

of San Bernardino Budgetary Analysis and Recommendations for Budget Stabilization.  

 On November 27, 2012, MFC spoke with Mr. Michael Busch, President of Urban 60.

Futures, Inc., an outside consultant of the City to discuss the City’s operations and financial 

reporting. This meeting last approximately two hours and was held telephonically.  
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 On November 29, 2012, MFC submitted an information request to counsel for the 61.

City, Mr. Paul Glassman.  

 On November 30, 2012, counsel for CalPERS sent an email to Mr. Glassman 62.

requesting meetings with Mr. Jason Simpson, Ms. Andrea Travis-Miller, Ms. Cindy Navaroli, 

appropriate representatives of the Rogers Anderson audit firm, as well as former consultants to the 

City, including Management Partners, John Husing, and representatives of the Urban Land Institute. 

  On December 4, 2012, counsel for CalPERS sent an email to Mr. Glassman 63.

requesting responses to the information request submitted on November 29, 2012, and the meeting 

request sent on November 30, 2012. Additionally, counsel for CalPERS requested that certain items 

contained in the information request be prioritized, including information regarding cash. Upon 

receiving no response, counsel for CalPERS sent follow-up emails to Mr. Glassman on November 5, 

2012 and November 6, 2012.  

 On December 6, 2012, the City produced five (5) documents in response to certain 64.

items contained in the information request submitted on November 29, 2012. 

 On December 7, 2012, MFC spoke  with Mr. Simpson telephonically for 65.

approximately one (1) hour with regard to information produced by the City.  

 On December 11, 2012, MFC received eleven (11) additional documents produced by 66.

the City, including the 2011 Comprehensive Annual Financial Report (“CAFR”).  As of the date 

hereof, MFC is still reviewing these documents. 

 On December 12, 2012, MFC met with Mr. Simpson, Ms. Travis-Miller, and Ms. 67.

Navaroli in person for approximately two (2) hours to discuss Pendency Plan matters and savings, 

cash management and payables, historical and current deficits, receipts and expenditure data for 

September thru November 2012, data and meeting needs for Pendency Plan and other financial 

matters, internal control matters and other financial matters.  

 Due to the limited amount of meaningful information provided by the City to date, and 68.

the limited access to the City’s representatives, any conclusions regarding the adequacy of the City’s 

financial records are preliminary. 

 For a list of the individuals interviewed, see Exhibit 3. 69.
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IV. INFORMATION OBTAINED 

A. PRELIMINARY RESULTS BASED UPON LIMITED INFORMATION 
PROVIDED BY THE DEBTOR 

1. The City 

 The City is a chartered municipality operating under a city charter ratified by the 70.

voters on November 2, 2004; filed in the Office of the Secretary of State of the State of California on 

March 16, 2005; and assigned charter number 26 for publication in the Statues of 2005, State of 

California, which became effective as of March 6, 2006. 6F6F

7 

 Located in San Bernardino County in Southern California, the City has a population of 71.

approximately 212,000 residents.7F7F

8  The United States Census Bureau ranks the City second only to 

the City of Detroit as the poorest city in the country, with approximately 34.6% of the population 

being classified as poor in 2010. 8F8F

9 

2. Recent Financial Performance 

 The City has faced budget deficits in thirteen (13) of the last sixteen (16) years.9F9F

10  The 72.

budget deficits have been acute during the last four (4) years, with the cumulative deficit over the 

period totaling approximately $26.7 million.10F10F

11  To close these deficits, the City exhausted its 

reserves, cut services, cut jobs or left vacancies unfilled, negotiated labor concessions, and sold 

assets, among other cost cutting measures.11F11F

12  However, even with these measures, the City projected 

a budgetary shortfall of approximately $45.8 million for the current 2012-2013 fiscal year, and a 

negative cash balance of $59.2 million at fiscal year-end.12F12F

13 
                                                 
 
7 See generally, Declaration of Georgeann Hanna in Support of City of San Bernardino’s 
Memorandum of Facts and Law in Support of the Statement of Qualifications Under Section 109(c) 
of the Bankruptcy Code (“Hanna Affidavit”), Docket No. 129, Exhibit A – Annotated Charter of the 
City of San Bernardino State of California (“City Charter”). 
8 Hanna Affidavit – Exhibit B City of San Bernardino Budgetary Analysis and Recommendations for 
Budget Stabilization dated July 9, 2012 (the “Budget Analysis”) at 3.   
9 Id. 
10 Declaration of Michael Busch re City of San Bernardino’s Pendency Plan, (“Busch Declaration 
2”), Docket No. 234, Exhibit 2 – Pre-Pendency Plan, City of San Bernardino dated August 29, 2012 
(“Pre-Pendency Plan”) at 5.  
11 Declaration of Jason P. Simpson in Support of City of San Bernardino’s Memorandum of Facts 
and Law in Support of the Statement of Qualifications Under Section 109(c) of the Bankruptcy Code 
(“Simpson Declaration”), Docket No. 127, at 4 ¶ 8. 
12 Id. 
13 Fiscal Emergency Operating Plan, July 23, 2012; p2 
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 Several factors have exacerbated the City’s financial distress, including the impact of 73.

the housing bubble burst and the related foreclosures on the City’s property tax base;13F13F

14 and the 

slowing of sales and the impact on sales tax revenue resulting from high unemployment levels in the 

City. 14F14F

15  

 The City has suffered from significant managerial issues, including the retirement of 74.

the City’s former Finance Director as of December 31, 2012, and the resignation of the City’s former 

City Manager effective May 1, 2012.15F15F

16  The current Finance Director began his duties on or about 

March 28, 2012. 16F16F

17  The current Interim City Manager began her duties on May 2, 2012. 17F17F

18 

 The former Director of Finance estimated that the budgeted shortfall for fiscal year 75.

2011-2012 was approximately $3.1 million and the General Fund balance was to be approximately $2 

million. 18F18F

19  However, when Mr. Simpson began his duties he discovered that the budgeted shortfall for 

the 2011-2012 fiscal year was really approximately $9.4 million and the projected General Fund 

balance was negative $10.6 million as of June 30, 2012.19F19F

20  Shortly thereafter he released the Fiscal 

Emergency Operating Plan for fiscal year 2012-2013 showing a budgeted General Fund operating 

deficit of $45.8 million, approximately five (5) times greater than his revised shortfall for the prior 

fiscal year.20F20F

21 

 Further the new Finance Director discovered that the City’s bank account statements 76.

had not been reconciled to the City’s ledgers for the General fund since June 30, 2011, representing a 

nine-month delinquency, and that the 2010-2011 fiscal year audit was incomplete.21F21F

22 

 During an approximate seven-week process, the City developed the San Bernardino 77.

Budgetary Analysis and Recommendations for Budget Stabilization dated July 9, 2012 (the “Budget 
                                                 
 
14 Busch Declaration 1 at 2 ¶ 6. 
15 Id. at 3 ¶7. 
16 Declaration of Andrea M. Travis-Miller in Support of City of San Bernardino’s Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(c) of the Bankruptcy 
Code (“Travis-Miller Declaration”), Docket No. 128 at 3 ¶ 5. 
17 Simpson Declaration at 4 ¶ 6. 
18 Travis-Miller Declaration at 3 ¶ 6. 
19 Simpson Declaration at 4 ¶ 6. 
20 Id. 
21 Fiscal Emergency Operating Plan, July 23, 2012; p2 
22 Id. 
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Report”).22F22F

23  During that process, the City determined that it faced an immediate and urgent liquidity 

crisis.  As a result, the July 9, 2012 Budget Report included a recommendation that the City consider 

filing for relief under chapter 9 of Title 11 of the United States Code (the “Bankruptcy Code”). 23F23F

24  

 During July 2012, the City declared a fiscal emergency and authorized the filing of  a 78.

petition under chapter 9 of the Bankruptcy Code.24F24F

25 

 On August 1, 2012, the City filed its petition for relief under chapter 9 of the 79.

Bankruptcy Code.  On or about August 31, 2012, the City filed its Amended Statement of 

Qualifications Unser Section 109(c)25F25F

26 (“Statement of Qualifications”) along with a supporting 

memorandum of facts and laws and declarations. 

B. THE CITY’S POSTPETITION PERFORMANCE 

 Based upon my analysis, the City is generally not paying its undisputed postpetition 80.

operating debts as they become due.  Moreover, based on the limited financial records provided to me 

by the City, the City is incapable of paying all of its undisputed postpetiton debts as they become 

due. 26F26F

27 

 Michael Busch stated in his Declaration of Michael Busch re City of San Bernardino’s 81.

Pendency Plan, (“Busch Declaration 2”)27F27F28 “[t]he Pendency Plan presents a balanced budget for the 

City’s operations in current fiscal year 2012-2013 and fiscal year 2013-2014 based on the City’s 

ability to defer and adjust the city’s General Fund obligations in chapter 9 bankruptcy case.”28F28F

29   This 

statement is incorrect.  The City’s budget is not balanced because it does not pay CalPERS and other 

postpetition creditors in the ordinary course of business.  

 My analysis indicates that the City’s financial practices with respect to funding its 82.

material operating deficits through interfund borrowings failed to meet prudent standards for 
                                                 
 
23 Id. 
24 Travis-Miller Declaration at 3 ¶ 7. 
25 Id. at 3-4, ¶ 7-10. 
26 Docket No. 124. 
27 11 U.S.C. § 101(32)(c). 
28 Docket No. 234. 
29 Id. at 2-3, ¶10. 
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municipalities.  In this regard, a municipality should not engage in interfund borrowing absent a 

balanced budget or a well-founded belief that it can true-up the balances within the fiscal year.29F29F

30 

 The City anticipates that during the next year it will continue to incur liabilities that it 83.

cannot pay in the ordinary course.   Therefore, the City will be further behind on its payables and 

other expenses on August 1, 2013, than it was on August 1, 2012 (the “Petition Date”). 

 This presents a fundamental question of whether the City has the financial ability to 84.

implement the steps necessary to propose and confirm a plan to adjust its debts in accordance with 

chapter 9. 

 On or about November 30, 2012, the City filed its Pendency Plan.  The Pendency Plan 85.

includes the “deferral” of payments to CalPERS and debt service on its 2005 Pension Obligation 

Bonds (“POBs”). 30F30F

31  Along with certain other deferrals, the City estimates that it will not pay 

obligations totaling approximately $35,000,000 in this fiscal year.31F31F

32 
 
V. CONCLUSION 

 Timely and accurate financial disclosure is the life blood of the bankruptcy 86.

reorganizational process.  Regular, periodic financial reports and other financial disclosures, as well 

as periodic status meetings with significant stakeholders to communicate plans and activities, are 

much more than busy work imposed upon a debtor for no reason other than to require it to do 

something.  They are the means by which creditors can monitor a debtor’s postpetition operations, 

assess operating and financial challenges and distress, gauge compliance with both bankruptcy and 

applicable nonbankruptcy law (particularly with regard to the use of interfund borrowing by the City 

through the general fund from various restricted or special funds), monitor cash receipts and 

disbursements, judge the credibility of any pendency plan, and make an informed decision on any 

proposed plan of adjustments.  As such, meaningful disclosures of financial information in a timely 

and periodic manner that are designed to serve the practical and substantive goals of transparency, 
                                                 
 
30 The Pendency Plan at 10 outlines the proposal to “defer reimbursement of Restricted and Non-
Restricted Fund” under the Pendency plan in an amount of $15.2 million.  Absent this deferral, the 
Pendency Plan would not show sufficient savings to demonstrate the ability of the City to eliminate 
its deficit through the use of the Pendency Plan. 
31 Pendency Plan at 6. 
32 Id. at 5. 
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credibility, reliability, and accuracy are very high on the list of essential obligations imposed upon a 

debtor who seeks and continues to enjoy the protections of the Bankruptcy Code.   

 Presently, the City is operating in chapter 9 and is not paying its debts as they become 87.

due.  The City has proposed a budget that is not balanced as that term is generally understood.  Major 

postpetiton creditors are not being paid on their postpetition claims in the ordinary course.  Present 

financial records fail to adequately disclose the historical or present use of special and restricted 

funds by the City to fund operating expenses.  Present evidence further illustrates that interfund 

borrowing by the City to cover certain operating expenses may not have been repaid within the same 

fiscal year, and do not appear to be in the nature of a short-term interfund borrowing as that term is 

understood in the relevant literature.  The limited financial information that has been made available 

to us does not allow us to trace each interfund loan, assess the City’s financial plan reflecting a 

repayment schedule for each interfund loan (and whether such repayment schedule may violate 

applicable provisions of the Bankruptcy Code or be inconsistent with prudent practices), or reflect the 

balances of loans in every fund affected by the interfund transaction, all of which are well-recognized 

prudent measures with regard to interfund borrowings of this nature. 

 In my opinion, the overall financial disclosures and communications by the City in 88.

this bankruptcy case have been inadequate to meaningfully inform stakeholders to make decisions 

throughout the bankruptcy process. In a number of situations, financial information provided has not 

been submitted in a timely manner, is often not transparent, lacks sufficient credibility and is 

unreliable.  

I declare under penalty of perjury that the foregoing is true and correct. Executed on 

December 14, 2012, at Atlanta, Georgia. 

 

   
 Jack F. Williams 
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APPENDIX - Additional Qualifications 
 

1. I am a Senior Managing Director and National Practice Co-Leader – Litigation, 

Investigative, and Intelligence Services at MFC, a national consulting firm that provides 

restructuring, litigation support, forensic accounting, valuation, and related consulting services, with 

offices in major cities across the United States.  MFC is a wholly-owned subsidiary of Mesirow 

Financial Holdings, Inc. (“Mesirow Financial”), a primarily employee-owned, diversified financial 

services firm.  MFC has served as financial advisors to various stakeholder constituencies on some of 

the most complex restructuring engagements in U.S. history, including but not limited to Residential 

Capital, LLC; Tronox, Inc.; Adelphia Communications Corp.; Chrysler LLC, Lyondell Chemical 

Company; Quebecor World USA, Inc.; Aleris International, Inc.; Enron Corporation; Delphi 

Corporation; Delta Air Lines, Inc.; USA Commercial Mortgage Company (d/b/a USA Capital); 

United Airlines Inc.; ASARCO, LLC; and Kmart Corporation.  At MFC, I have provided services in 

bankruptcy restructuring and commercial litigation support (including avoidance actions and the 

construction and development of damages models in various contexts), corporate restructuring, 

distressed business valuation, insolvency accounting, and forensic investigatory services. 

2. At MFC and in prior consulting positions, I have represented various stakeholders in 

financial distress, pre-filing, and/or chapter 9 bankruptcy cases, including municipalities and other 

political subdivisions of a state; tort claimants; and general obligation and revenue bondholders 

(present or prospective). 

3. I am a tenured, Full Professor at Georgia State University College of Law and in its 

Middle East Institute, entering academia in July 1991.  I am also a Visiting Professor at New York 

Law School in the LL.M Taxation Program.  I have taught classes, seminars, or guided independent 

studies in Bankruptcy, State and Local Taxation, State and Local Government, Public Finance (with 

concentration on distressed municipalities), Advanced Bankruptcy Seminar (with chapter 9 

concentration), Corporate Finance, Capital Markets, and Mergers & Acquisitions.  My research 

regarding distressed financial entities includes political subdivisions of states, both in and out of 

bankruptcy, with regard to debt management plans, budgeting, bond refunding, special purpose 
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financing, tax and assessments, among other areas.  As a professor, I have consulted with special 

districts, developmental authorities, stadium authorities, cities and counties. 

4. Along with Professor Robert M. Zinman, I helped develop the curriculum for the first 

LL.M Program in Bankruptcy housed at St.  John’s University School of Law, joining the faculty as a 

Visiting Professor in 1999-2000.  Furthermore, I am an Instructor in the Internal Revenue Service 

(“IRS”) Office of Chief Counsel/New York University School of Law C.P.E. program where I teach 

Bankruptcy Accounting and Taxation and Advanced Business Bankruptcy Taxation to IRS Chief 

Counsel attorneys, state and local tax attorneys, and Federal Deposit Insurance Corporation (“FDIC”) 

and Department of Justice (“DoJ”) attorneys across the United States. 

5. In 2001 and again in 2008-2009, I was named by the American Bankruptcy Institute 

(“ABI”) as the Inaugural Robert M. Zinman Scholar in Residence (“Zinman Resident Scholar”), 

where I conducted extensive research and writing and provided assistance to municipalities, unions, 

and other public stakeholders regarding public debt and political subdivisions of a state, including the 

following:  debtor eligibility issues in chapter 9; factors proving/disproving financial health of 

municipalities; debtor insolvency under chapter 9; financial indicators of good faith; collective 

bargaining agreements and financial equities balancing models; taxing and revenue models developed 

to fund repayment plans; and monitoring of over two dozen municipalities and political subdivisions 

with California 

6. From 2004 to present, I have been the Inaugural Resident Scholar of the Association 

of Insolvency and Restructuring Advisors (“AIRA”).  As an academic and Resident Scholar of the 

Association of Insolvency and Restructuring Advisors, have conducted research on many of the same 

issues noted above, and the additional areas as follows:  budgeting and reporting issues in chapter 9; 

debt management issues in chapter 9; special revenue bond protections in chapter 9; plan of 

arrangement issues in chapter 9; causes of chapter 9 filings; and the history of chapter 9. 

7. I have been nominated by the United States Trustee and appointed by United States 

Bankruptcy Judges as the Examiner in the Lyondell Chemical Company bankruptcy case and also as 

the Examiner in the Petra Fund REIT Corp. cases, both in the Bankruptcy Court for the Southern 

District of New York.  I have served as an examiner and advisor to examiners; chapter 11 trustee and 
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advisor to chapter 11 trustees; advisor to chapter 7 and 12 trustees; advisor to debtors; advisor to 

creditors’ committees and liquidating trustee and receiver. 

8. I am a Certified Insolvency and Restructuring Advisor (“CIRA”).  The CIRA 

professional designation is a credential awarded by the AIRA to recognize a special expertise in 

bankruptcy and forensic accounting, business valuation, bankruptcy taxation, financial advisory 

skills, and turnaround management.  The CIRA designation is earned and awarded based on 

extensive practical experience in bankruptcy accounting, tax, and financial advisory areas and on a 

three-part comprehensive course and examination covering a broad, but specialized spectrum of 

bankruptcy and insolvency practice, including the subject matter presented in my expert report.  In 

June 2005, I received the Kroll Zolfo Cooper/Randy Waits CIRA Gold Medal 2004.  This award is 

given to the CIRA candidate finishing the course with the highest examination scores each year. 

9. I also hold the Certificate in Distressed Business Valuations (“CDBV”).  The CDBV 

professional designation is a credential awarded by the AIRA to recognize an advanced special 

expertise in distressed business valuations.  The CDBV is earned and awarded based on extensive 

practical experience in business valuations and on a three-part comprehensive course and 

examination covering business valuations and various components of value.  In 2009, I was 

nominated by the Governor of Georgia and confirmed by the Georgia Senate to the Board of the 

Department of Human Services (“DHS”).  In that role, I serve to set policy of the DHS, oversee the 

DHS mission and budget, approve DHS goals and objectives, oversee restricted and special use 

funds, develop strategic plans, and actively participate in the government audit process.  DHS has 

over 10,500 employees and an annual budget of over $2.0 billion. 
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Exhibit 1 - Documents Considered 
 

1. All documents produced by San Bernardino in response to the “Stipulation Re Debtor’s 
Voluntary Production of Documents In Support Of Its Amended Statement of Qualifications” 

2. Response to MFC Information Request: 

a. DR1 Revenue Ledger Listing.pdf 

b. DR2 Revenue Budget for General Fund.pdf 

c. DR3 Payment Register.pdf 

d. DR-4-5-6 Accounts Payable Invoice Report.pdf 

e. DR7 Receivable Aging Report.pdf  

3. Declaration of Jason P. Simpson in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 30, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com)  

4. Declaration of Georgeann Hanna in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 28, 2012 

5. Exhibit C "City of San Bernardino Budgetary Analysis and Recommendations for Budget 
Stabilization, dated July 9, 2012" to the Declaration of Georgeann Hanna in Support of City 
of San Bernardino's Memorandum of Facts and Law in Support of the Statement of 
Qualifications Under Section 109(C) of the Bankruptcy Code, dated August 28, 2012 - Court 
Docket for the City of San Bernardino (www.omnimgt.com)  

6. Declaration of Michael Busch in Support of City of San Bernardino's Memorandum of Facts 
and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 31, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com)  

7. Declaration of Andrea Travis-Miller in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 30, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com) 

8. City of San Bernardino, California, Comprehensive Annual Financial Report, Year Ended 
June 30, 2011  - Provided by the City of San Bernardino 

9. City of San Bernardino, California, Comprehensive Annual Financial Report, Year Ended 
June 30, 2010 - City of San Bernardino website www.sbcity.org 

10. City of San Bernardino, California, Comprehensive Annual Financial Report, Year Ended 
June 30, 2009 - City of San Bernardino website www.sbcity.org 

11. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2011 - Provided by the City of San Bernardino, "2011 Financial Award 
Audit.pdf" 
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12. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2010 - Provided by the City of San Bernardino, "2010 Financial Award 
Audit.pdf" 

13. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2009 - Provided by the City of San Bernardino, "2009 Financial Award 
Audit.pdf" 

14. Municipal Water Department of the City of San Bernardino, California, Financial Statements, 
Year ended June 30, 2011 - City of San Bernardino website www.sbcity.org 

15. Municipal Water Department of the City of San Bernardino, California, Financial Statements, 
Year ended June 30, 2010 - City of San Bernardino website www.sbcity.org 

16. Municipal Water Department of the City of San Bernardino, California, Financial Statements, 
Year ended June 30, 2009 - City of San Bernardino website www.sbcity.org 

17. City of San Bernardino Website - www.ci.san-bernardino.ca.us/ 

18. City of San Bernardino - Water Department Website - www.sbcity.org/water/ 

19. Accounts Payable Invoice Report: DR-4-5-6 Accounts Payable Invoice Report.pdf 

20. Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan 

21. Exhibit 1 of Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan 
(Pendency Plan) 

22. Exhibit 2 of Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan (Pre-
Pendency Plan) 

23. 397 - History of Revenue - General Fund - Ad Hoc 5 3 2012 BATES 9800 - 9819.xlsx 

24. RESPONSE OF THE POB CREDITORS TO THE ELIGIBILITY OBJECTIONS OF THE 
SAN BERNARDINO PUBLIC EMPLOYEES ASSOCIATION AND CALIFORNIA 
PUBLIC EMPLOYEES RETIREMENT SYSTEM 

25. DECLARATION OF SCOTT DAVIDO IN SUPPORT OF THE RESPONSE OF THE POB 
CREDITORS TO THE ELIGIBILITY OBJECTIONS OF THE SAN BERNARDINO 
PUBLIC EMPLOYEES ASSOCIATION AND CALIFORNIA PUBLIC EMPLOYEES 
RETIREMENT SYSTEM 

26. MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF MOTION FOR 
RELIEF FROM THE AUTOMATIC STAY UNDER 11 U.S.C. 

27. CITY OF SAN BERNARDINO'S STATUS CONFERENCE STATEMENT; November 5, 
2012 

28. PRELIMINARY OBJECTION OF CALPERS TO THE CITY OF SAN BERNARDINO’S 
CHAPTER 9 PETITION AND REQUEST FOR RELIEF UNDER 11 U.S.C. § 941 

29. CITY OF SAN BERNARDINO'S RESPONSE TO OBJECTIONS FILED TO ITS 
ELIGIBILITY FOR CHAPTER 9 RELIEF 

30. 11/29/2012 City of San Bernardino Cash Flow Position 
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31. 10/29/2012 City of San Bernardino Cash Flow Position 

32. 10/08/2012 City of San Bernardino Cash Flow Position 

33. 09/26/2012 City of San Bernardino Cash Flow Position 

34. 09/17/2012 City of San Bernardino Cash Flow Position 

35. 09/04/2012 City of San Bernardino Cash Flow Position 

36. 07/24/2012 City of San Bernardino Cash Flow Position 

37. 07/23/2012 Fiscal Emergency Operating Plan – July 2012 – September 2012 

38. 07/18/2012 City of San Bernardino Cash Flow Position 

39. Statement Amended Statement of Qualifications Under Section 109(C) Filed by Debtor City 
of San Bernardino, California. (Glassman, Paul) (Entered: 08/31/2012) 

40. 13-Finance.pdf (Mid-Year 2001) 

41. 26-Finance.pdf (Mid-Year 2002) 

42. 12-Finance.pdf (Mid-Year 2003) 

43. 01-Finance.pdf (Mid-Year 2004) 

44. 23-Finance.pdf (Mid-Year 2005) 

45. 22-Finance.pdf (Mid-Year 2006) 

46. 27-Finance.pdf (Mid-Year 2007) 

47. 02-Finance.pdf (Mid-Year 2008) 

48. 02-City Manager.pdf (Mid-Year 2009) 

49. 02-Finance.pdf (Mid-Year 2010) 

50. 13-Finance.pdf (Mid-Year 2011) 

51. 01.A- City Manager.pdf (Mid-Year 2012) 
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Exhibit 2 - Documents Relied Upon 
 

1. Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan 

2. Exhibit 1 of Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan 
(Pendency Plan) 

3. Exhibit 2 of Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan (Pre-
Pendency Plan) 

4. DR-4-5-6 Accounts Payable Invoice Report.pdf 

5. City of San Bernardino - Water Department Website - www.sbcity.org/water/ 

6. City of San Bernardino Website - www.ci.san-bernardino.ca.us/ 

7. Municipal Water Department of the City of San Bernardino, California, Financial Statements, 
Year ended June 30, 2011 - City of San Bernardino website www.sbcity.org 

8. City of San Bernardino, California, Comprehensive Annual Financial Report, Year Ended 
June 30, 2011  - Provided by the City of San Bernardino 

9. DR1 Revenue Ledger Listing.pdf 

10. DR3 Payment Register.pdf 

11. DR7 Receivable Aging Report.pdf  

12. 397 - History of Revenue - General Fund - Ad Hoc 5 3 2012 BATES 9800 - 9819.xlsx 

13. 11/29/2012 City of San Bernardino Cash Flow Position 

14. 10/29/2012 City of San Bernardino Cash Flow Position 

15. 10/08/2012 City of San Bernardino Cash Flow Position 

16. 09/26/2012 City of San Bernardino Cash Flow Position 

17. 09/17/2012 City of San Bernardino Cash Flow Position 

18. 09/04/2012 City of San Bernardino Cash Flow Position 

19. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2011 - Provided by the City of San Bernardino, "2011 Financial Award 
Audit.pdf" 

20. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2010 - Provided by the City of San Bernardino, "2010 Financial Award 
Audit.pdf" 

21. City of San Bernardino, San Bernardino, California, Single Audit Report on Federal Awards, 
Year ended June 30, 2009 - Provided by the City of San Bernardino, "2009 Financial Award 
Audit.pdf" 

22. Exhibit 2 of Declaration of Michael Busch Re City of San Bernardino’s Pendency Plan (Pre-
Pendency Plan) 
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23. Exhibit C "City of San Bernardino Budgetary Analysis and Recommendations for Budget 
Stabilization, dated July 9, 2012" to the Declaration of Georgeann Hanna in Support of City 
of San Bernardino's Memorandum of Facts and Law in Support of the Statement of 
Qualifications Under Section 109(C) of the Bankruptcy Code, dated August 28, 2012 - Court 
Docket for the City of San Bernardino (www.omnimgt.com)  

24. Declaration of Jason P. Simpson in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 30, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com)  

25. Declaration of Georgeann Hanna in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 28, 2012 

26. Declaration of Michael Busch in Support of City of San Bernardino's Memorandum of Facts 
and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 31, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com)  

27. Declaration of Andrea Travis-Miller in Support of City of San Bernardino's Memorandum of 
Facts and Law in Support of the Statement of Qualifications Under Section 109(C) of the 
Bankruptcy Code, dated August 30, 2012 - Court Docket for the City of San Bernardino 
(www.omnimgt.com) 

28. Statement Amended Statement of Qualifications Under Section 109(C) Filed by Debtor City 
of San Bernardino, California. (Glassman, Paul) (Entered: 08/31/2012) 

29. 299 - History of Revenue - General Fund - Ad Hoc 5 3 2012 BATES 8663-8679 

30. 27–Finance.pdf (Mid-Year 06-07) 

31. 02-Finance.pdf (Mid-Year 07-08) 

32. 02-City Manager.pdf (Mid-Year 08-09) 

33. 02-Finance.pdf (Mid-Year 09-10) 

34. 13-Finance.pdf (Mid-Year 10-11) 

35. 01.A- City Manager.pdf (Mid-Year 11-12) 
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Exhibit 3 - List of Interviews 
 

 
Date 

Meeting / 
Conference Call

City Representatives 
Present

 
Affiliation

November 27, 2012 MFC conference call 
with City 
Representatives 

Michael Busch
 
 
Paul R. Glassman 

President, Urban 
Futures, Inc. 
 
Stradling Yocca Carlson 
& Rauth, Legal Counsel 
to the City

December 7, 2012 MFC conference call 
with City 
Representatives 

Jason P. Simpson
 
Paul R. Glassman 

Director of Finance
 
Stradling Yocca Carlson 
& Rauth, Legal Counsel 
to the City

December 12, 2012 MFC meeting with City 
Representatives 

Andrea Travis-Miller
 
Jason P. Simpson 
 
Paul R. Glassman 
 
 
 
Cindy Navaroli 
 

Interim City Manager
 
Director of Finance 
 
Stradling Yocca Carlson 
& Rauth, Legal Counsel 
to the City 
 
Principal of Platinum 
Consulting Group, 
Financial Advisor to the 
City 

 
 
 
 
 
 

EXHIBIT 3 Page 30

Case 6:12-bk-28006-MJ    Doc 282    Filed 12/14/12    Entered 12/14/12 18:04:27    Desc
 Main Document      Page 34 of 37



This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE

PROOF OF SERVICE OF DOCUMENT
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business address is:

K&L Gates LLP, 10100 Santa Monica Blvd., 7th Floor, Los Angeles, CA 90067

A true and correct copy of the foregoing document entitled (specify): DECLARATION OF JACK F. WILLIAMS IN 
SUPPORT OF REPLY OF CALPERS IN SUPPORT OF ITS PRELIMINARY OBJECTION TO THE CITY OF SAN 
BERNARDINO’S CHAPTER 9 PETITION AND REQUEST FOR RELIEF UNDER 11 U.S.C. § 941______________
____________________________________________________________________________________________
will be served or was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in 
the manner stated below:

1.  TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):  Pursuant to controlling General 
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date)  
12/14/12        , I checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the 
following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

• Jerrold Abeles abeles.jerry@arentfox.com, labarreda.vivian@arentfox.com 
• Franklin C Adams franklin.adams@bbklaw.com, 

arthur.johnston@bbklaw.com;lisa.spencer@bbklaw.com;bknotices@bbklaw.com 
• Joseph M Adams jadams@lawjma.com 
• Andrew K Alper aalper@frandzel.com, efiling@frandzel.com;ekidder@frandzel.com 
• Thomas V Askounis taskounis@askounisdarcy.com 
• Anthony Bisconti tbisconti@bmkattorneys.com 
• Jeffrey E Bjork jbjork@sidley.com 
• Sarah C Boone sboone@marshackhays.com, ecfmarshackhays@gmail.com 
• J Scott Bovitz bovitz@bovitz-spitzer.com 
• Jeffrey W Broker jbroker@brokerlaw.biz 
• Deana M Brown dbrown@milbank.com 
• Michael J Bujold Michael.J.Bujold@usdoj.gov 
• Christopher H Conti chc@sdlaborlaw.com, sak@sdlaborlaw.com 
• Christina M Craige ccraige@sidley.com 
• Alex Darcy adarcy@askounisdarcy.com 
• Susan S Davis sdavis@coxcastle.com 
• Robert H Dewberry robert.dewberry@dewlaw.net 
• Todd J Dressel dressel@chapman.com, lubecki@chapman.com 
• Chrysta L Elliott elliottc@ballardspahr.com, manthiek@ballardspahr.com 
• Scott Ewing contact@omnimgt.com, sewing@omnimgt.com;katie@omnimgt.com 
• John A Farmer jfarmer@orrick.com 
• Paul R. Glassman pglassman@sycr.com 
• David M Goodrich dgoodrich@marshackhays.com, ecfmarshackhays@gmail.com 
• Christian Graham cgraham23@dlblaw.net 
• Everett L Green everett.l.green@usdoj.gov 
• Chad V Haes chaes@marshackhays.com, ecfmarshackhays@gmail.com 
• James A Hayes jhayes@cwlawyers.com 
• M Jonathan Hayes jhayes@hayesbklaw.com, 

roksana@hayesbklaw.com;carolyn@hayesbklaw.com;elizabeth@hayesbklaw.com 
• D Edward Hays ehays@marshackhays.com, ecfmarshackhays@gmail.com 
• Eric M Heller eric.m.heller@irscounsel.treas.gov 
• Jeffery D Hermann jhermann@orrick.com 
• Bonnie M Holcomb bonnie.holcomb@doj.ca.gov 
• Whitman L Holt wholt@ktbslaw.com 
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This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE

• Michelle C Hribar mch@sdlaborlaw.com 
• Steven J Katzman SKatzman@bmkattorneys.com 
• Jane Kespradit jane.kespradit@limruger.com, amy.lee@limruger.com 
• Mette H Kurth kurth.mette@arentfox.com 
• Michael B Lubic michael.lubic@klgates.com, jonathan.randolph@klgates.com 
• Richard A Marshack rmarshack@marshackhays.com, 

lbergini@marshackhays.com;ecfmarshackhays@gmail.com 
• Gregory A Martin gmartin@winston.com 
• David J Mccarty dmccarty@sheppardmullin.com, pibsen@sheppardmullin.com 
• Reed M Mercado rmercado@sheppardmullin.com 
• Aron M Oliner roliner@duanemorris.com 
• Scott H Olson solson@seyfarth.com 
• Dean G Rallis drallis@sulmeyerlaw.com 
• Christopher O Rivas crivas@reedsmith.com 
• Kenneth N Russak krussak@frandzel.com, efiling@frandzel.com;dmoore@frandzel.com 
• Gregory M Salvato gsalvato@salvatolawoffices.com, calendar@salvatolawoffices.com 
• Mark C Schnitzer mschnitzer@rhlaw.com, mschnitzer@verizon.net 
• Diane S Shaw diane.shaw@doj.ca.gov 
• Jason D Strabo jstrabo@mwe.com, apolin@mwe.com 
• Matthew J Troy matthew.troy@usdoj.gov 
• United States Trustee (RS) ustpregion16.rs.ecf@usdoj.gov 
• Anne A Uyeda auyeda@bmkattorneys.com 
• Annie Verdries verdries@lbbslaw.com 
• Brian D Wesley brian.wesley@doj.ca.gov 
• Kirsten A Roe Worley kworley@wthf.com, bcordova@wthf.com

Service information continued on attached page

2.  SERVED BY UNITED STATES MAIL:  
On (date) 12/14/12     , I served the following persons and/or entities at the last known addresses in this bankruptcy 
case or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, 
first class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the 
judge will be completed no later than 24 hours after the document is filed.

Debtor
City of San Bernardino, California 
City Hall 
300 North "D" Street 
San Bernardino, CA 92418 
SAN BERNARDINO-CA 

U.S. Trustee
United States Trustee (RS) 
3801 University Avenue, Suite 720 
Riverside, CA 92501-3200 

Paul R. Glassman 
Stradling Yocca Carlson & Rauth 
100 Wilshire Blvd Ste 440 
Santa Monica, CA 90401 
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Bryan C Altman
The Altman Law Group
6300 Wilshire Blvd Ste 980 
Los Angeles, CA 90048

Roger Jon Diamond
2115 Main Street 
Santa Monica, CA 90405

Dale K Galipo
21800 Burbank Blvd Ste 310 
Woodland Hills, CA 91367

John A Henley
2068 Orange Tree Lane Ste 220 
Redlands, CA 92374

Susan Millslagle
10045 Jonathan Ave 
Cherry Valley, CA 92223

Jon Schlueter
108 Orange St Ste 8 
Redlands, CA 92373

Neil S Steiner
433 N Camden Drive Ste 730 
Beverly Hills, CA 90210

Service information continued on attached page

3.  SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method 
for each person or entity served):  Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) 12/14/12      , I served the 
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to 
such service method), by facsimile transmission and/or email as follows.  Listing the judge here constitutes a declaration 
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is 
filed.

The Hon. Meredith A. Jury
United States Bankruptcy Court
3420 Twelfth Street
Suite 325 / Courtroom 301
Riverside, CA 92501-3819

Service information continued on attached page

I declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

12/14/12                         Brett D. Bissett /s/Brett D. Bissett
Date Printed Name Signature
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