
FOR THE COUNCIL MEETING OF JULY 19, 2011 

COUNCIL AGENDA REPORT 

July 19, 2011 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

and Management Analyst II 

SUBJECT: RESPONSE TO THE SANTA BARBARA COUNTY CIVIL GRAND JURY 
REPORT REGARDING - LOCAL GOVERNMENT POST EMPLOYMENT 
BENEFITS IN SANTA BARBARA COUNTY: COMPLICATED AND 
COSTLY 

RECOMMENDATION: 

That the City Council: 

1. Review staff's recommended responses to the Santa Barbara County Civil Grand 
Jury (Grand Jury) Report regarding - Local Government Post Employment 
Benefits In Santa Barbara County: Complicated and Costly (Attachment A); and 

2. Authorize the City Manager to sign and transmit the City's Response (Attachment 
B) to the Presiding Judge of the Superior Court, a copy to the County Board of 
Supervisors, and to file a copy with the City Clerk's Office. 

BACKGROUND: 

On June 16, 2011, the City received the Santa Barbara County Civil Grand Jury Report 
titled Local Government Post Employment Benefits In Santa Barbara County: 
Complicated and Costly. The City is required to respond to this report within 90 days of 
receiving it, which gives the City until September 14, 2011, to reply to the Grand Jury. 

DISCUSSION: 

Local Government Post Employment Benefits In Santa Barbara County: Complicated 
and Costly 

The Grand Jury conducted a survey, via an e-mailed questionnaire, of the total 
unfunded post employment benefit liabilities for 51 local government agencies in Santa 
Barbara County, including the County, cities, school districts, and special districts. 
These obligations include pensions and healthcare benefits. The Grand Jury concluded 
that the plans are underfunded and said its report is a wake-up call for agencies to seek 



the information and take action that will allow them to better plan for their financial 
future. 

The Grand Jury Report stated that while the majority of the surveyed agencies make 
annual contributions to fund post employment benefit programs, many of the agencies 
do not know their total post employment obligations, nor the asset values, either 
actuarial or market, supporting such obligations. The reason for this lack of knowledge 
is that they participate in retirement pools either through Santa Barbara County 
Employees Retirement System, California Public Employees Retirement System 
(CaIPERS), or California State Teachers Retirement System. 

Actuarial estimates are not currently available for the individual pool members. 
However, the pooling concept makes sense for these agencies - both by spreading risk 
and spreading costs of operation. In addition, many agencies fund their post 
employment healthcare benefits on a pay-as-you-go basis. The Grand Jury noted that 
as stable as the current funding situation may be for current retirees (and those nearing 
retirement), there is a serious potential shortfall of funding for future retirees. 

It should be noted that the only pool member in the City of Santa Maria (City) is the 
Santa Maria City Fire Fighters Union, Local 2020. The City does track its liabilities for 
other Post Employment Benefits ($6.7 million as of June 30, 2010) and compensated 
absences ($5.8 million as of June 30, 2010), in its Comprehensive Annual Financial 
Report, which is available on the City's website. 

Additionally, there are significant annual variations in unfunded liabilities because of 
market performance affecting retirement systems. Since the late 1960s, the City has 
periodically negotiated various retirement benefit enhancements with each employee 
bargaining group. These benefit enhancements, coupled with the downturn in 
investment returns with CalPERS holdings and increased personnel costs, resulted in 
escalating retirement-related rate increases to the City. 

Further, it should also be noted that the Grand Jury Report did not account for the fact 
that in January, 2011, the Santa Maria City Council took action to reduce the defined 
benefit plan to a lower level, two-tier benefit, and to shift pension costs to future 
employees, effective July 1, 2011. That change is not reflected in the Grand Jury's 
Report, "Exhibit 1 - Agency Plan Participation." 

There were four findings and three recommendations made in the Grand Jury Report 
that require a response from the City. 

The following, for your consideration, is staff's response to the findings and 
recommendations: 

RESPONSE TO THE GRAND JURY FINDING REGARDING LOCAL GOVERNMENT 
POST EMPLOYMENT BENEFITS IN SANTA BARBARA COUNTY: COMPLICATED 
AND COSTLY 



Finding 2a: As of June, 2010, public agencies in Santa Barbara County had a total 
unfunded actuarial liability for post employment healthcare of approximately 
$316,000,000. 

City Response: The City partially disagrees with the finding. The City can only verify 
the unfunded actuarial liability for the City - which the Grand Jury accurately reported. 
The City has not reviewed nor analyzed any of the other public agencies' actuarial 
valuations as of June 30,2010. 

Finding 2b: Some agencies pay all or a portion of the healthcare premium costs for 
employees. 

City Response: The City agrees with the finding. 

Finding 2c: For the most part, local agency healthcare benefits are pay-as-you-go, and 
are not structured on a prefunded basis like defined benefit pension plans. 

City Response: The City partially disagrees with the finding. The City has not 
determined if the other agencies prefund or pay-as-you-go for their retiree healthcare 
premiums. 

Recommendation 2a: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that contributes some or part of 
healthcare premium for employees, adopt an implementation plan to reduce those 
contributions. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. With respect to post-retirement health benefrts, the City 
provides benefits in accordance with State statutes to all retirees who are enrolled in an 
insurance program under the California Public Employees' Medical and Hospital Care 
Act (PEMHCA). The healthcare plan is administered by CaIPERS. PEMHCA 
determines the amount contributed by the City toward retiree health insurance. 
Currently, the City is required to contribute $108 per month per retiree toward the cost 
of their health insurance. This is the minimum mandatory amount that the City is 
required to pay. The balance of the premium, averaging approximately $663 per month, 
is paid by the retirees to CaIPERS. Therefore, it is not possible to reduce the City's 
healthcare contributions as recommended by the Grand Jury. 

Recommendation 2b: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that provides healthcare premiums 
for employees, implement prefunding their currently unfunded healthcare liability. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. As noted in Recommendation 2a, the City contributes 
the minimum mandatory amount required by the CalPERS health plan. According to the 



City's latest actuarial valuation, the pay-as-you-go amount for the next 20 years is $6.2 
million (which the City has set-aside) versus $10.8 million to prefund the plan. During 
these tough economic times, the City does not have the financial resources to prefund 
the plan, nor would it be financially advantageous given the fact that after the year 2030, 
the annual savings are not material on a budget basis. 

Finding 3: As of June, 2010, public agencies in Santa Barbara County had a total 
liability for compensated absences of nearly $61,000,000. 

City Response: The City partially disagrees with the finding. The City has not 
determined the total liability for compensated absences for other agencies in the County 
and Exhibit 4 shows an amount closer to $59.5 million. 

Recommendation 3: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that has compensated absence 
liabilities, adopt an implementation plan to reduce each agency's compensated 
absences liability. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. The City currently has caps on the maximum amount of 
vacation an employee can accrue and sick leave hours that can be compensated upon 
separation of employment. When an employee reaches the maximum allowable 
vacation credit, no additional vacation credit shall be accrued until the vacation balance 
is below the maximum. 

Also included in compensated absences are sick leave benefits. Sick leave benefits are 
not vested to the employee; however, the City has a sick leave incentive program, 
which will compensate employees at a rate of 50 percent for accrued sick leave 
between a floor and ceiling amount. This incentive program is only paid upon regular 
retirement or death. 

In addition, reducing the compensated absences requires negotiations with all 
bargaining groups. 

Fiscal Considerations: 
It is already the City's policy to record the cost of earned annual vacation time, 
compensatory time, and fringe benefits. The City contributes a pre-established monthly 
contribution to the post employment health benefits and the benefits are provided after 
employee separation from the City on a pay-as-you-go basis. The City is in conformance 
with the Government Accounting Standards Board (GASB) requirements to account for 
"Other Post Employment Benefits (OPEB)." The annual OPEB expense is reflected in the 
City's Comprehensive Annual Financial Report. 

Impact to the Community: 
The City is already well aware of the expense of its employee compensation and 
benefits. On one hand, to attract and retain quality employees, the City pays a portion 



of employee benefits. On the other, in an effort to address future escalating pension 
costs and its impact on future service levels, the City has reduced the defined benefit 
plan to a new lower level, two-tier benefit, and to shift some pension costs to future 
employees. 

I J 
p~~ It1.. 

RENE M. VISE 
Director of Administrative Services 

£:~:5f 
Management Analyst II 

ATTACHMENTS 

ATTACHMENT "A" - Grand Jury Report Dated March 10,2011 
ATTACHMENT "6" - Draft Letter to the Grand Jury Report 



LOCAL GOVERNMENT POST EMPLOYMENT BENEFITS IN 
SANTA BARBARA COUNTY 

Complicated and Costly 

SUMMARY 

In March, the 20 I 0-11 Santa Barbara County Civil Grand Jury (Jury) published a report 
on the results of its survey of salaries and benefits offered by local government agencies 
within the county. 

While the March survey and report proved to be an illuminating endeavor, the Jury 
realized the data presented represented only a review of current total compensation. The 
Jury decided to conduct a follow-on survey of post employment benefits including 
pension and other post employment benefits (OPEB) incurred by the same government 
agencies for employees who would be retiring. The following report is an outgrowth of 
that survey. 

The Jury learned that while the majority of these agencies make annual contributions to 
fund post employment benefit programs. many of the agencies do not know their total 
post employment obligations nor the asset values. either actuarial or market. supporting 
such obligations. The reason for this lack of knowledge is that they participate in 
retirement pools either through Santa Barbara County Employees Retirement System 
(SBCERS). California Public Employees Retirement System (CaIPERS). or California 
State Teachers Retirement System (CaISTRS). With the exception of Santa Barbara 
County's participation in SBCERS, each member represents a relatively small component 
of these centrally managed pools. 

Furthermore. actuarial estimates are not currently available for the individual pool 
members. However. the pooling concept makes sense for these agencies - both by 
spreading risk and spreading costs of operation. As noted, the Jury finds the majority of 
local government employers in the county are not aware of their individual share of their 
defined benefit plan's assets or future obligations. 

In addition. many agencies fund their post employment healthcare benefits on a pay-as
you-go basis. As stable as the current funding situation may be for current retirees (and 
those nearing retirement). there is a serious potential shortfall of funding for future 
retirees. 

The Jury believes there is a need to know the extent of these unfunded future obligations. 
for the agencies. their employees. and for the Santa Barbara County ratepayers and 
taxpayers. 
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The Jury believes that all ratepayers and taxpayers in the county are entitled to estimates 
of future funding requirements. 

BACKGROUND 

Due to national public focus on the future funding requirements of pension obligations 
for governmental employees. the 2010-11 Santa Barbara County Civil Grand Jury (Jury) 
conducted a survey of pension. healthcare. and other post employment benefit obligations 
for local government agencies I within the county to determine the total countywide 
unfunded liability. The term "unfunded liability" applies to pension plans and other post 
employment obligations.' 

This report is not intended as an in-depth study of the future post employment obligations 
of governmental agencies within Santa Barbara County. but as a survey of those 
obligations. 

METHODOLOGY 

The Jury conducted a survey of the total unfunded post employment benefit liabilities for 
local government agencies in Santa Barbara County. The survey included Santa Barbara 
County, cities, school districts. and special districts. Each agency has a different 
unfunded actuarial liability because of demographic and economic assumptions. An 
actuary was interviewed to gain a better understanding of the methodology and 
complexity of estimating a particular agency's pool liability. 

The Jury emailed a questionnaire on post employment obligations to nearly all agencies 
operating within the county. i\ few agencies without staff or with minimal budgets per 
the compensation survey were not sent surveys. 

The Jury learned that numerous agencies were unable to respond completely because 
specific information was unavailable due to their participation in pension pools which 
manage their retirement plans. It was this surprising information that prompted the Jury 
to make the recommendations contained in this report. 

The Jury reviewed certain Governmental Accounting Standards Board (GASB)] rules for 
the financial reporting of pension and other post employment obligations. GASB 
Statements issued that pertain to accounting for pensions and other post employment 
benefits are Nos. 25. 26. 27. 43. and 45. 

PENSIONS IN GENERAL 

I "Local government agencies" refers to Santa Barbara County. its cities, school districts and special 
districts (See Exhibit I). 
, Glossary, Table 4. 
'Governmental Accounting Standards Board. http://www.gasb,org 
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The majority of agencies within the county that have pension plans for their employees 
contribute to a defined benefit pension plan. Wikipedia' defines a defined benefit 
pension plan as follows: 

a defined benefit pension plan is a type olpension plan in which an 
employer promises a specified monthly benefit on retirement that is 
predetermined by a fiirmula based on the employee's earnings history. 
tenure olservice and age. rather than depending on investment returns. It 
is 'defined' in the sense that the fiirmula for computing the employer's 
conlrihution is known in advance. 

In contrast. Wikipedia defines a defined contribution plan as follows: 

... a defined contribution plan is a type 01 retirement plan in which the 
amount 01 the employer's annual contribution is specified. Indil'idual 
accounts are set upfi" participants and benefits are hased on the amounts 
credited to these accounts (through employer contributions and. il 
applicahle. employee contributions) plus any investment earnings on the 
money in the account. Only employer contributions to the account are 
guaranteed. not the future benefits. In defined contribution plans. future 
benefitsfluctuate on the basis o!investment earnings. The most common 
type 01 defined contribution plan is a savings and thrift plan. Under this 
type (~lpl(/n, the emp/o}'ee contrihule .... · a predetermined portion (~l his or 
her earnings (usually pretax) to an individual account. all or part olwhich 
is matched hy the employer. 

Defined Benefit Pension Plans 

Within Santa Barbara County. there are three primary retirement systems providing 
defined benefit pension plans for local government employees: 

SBCERS, Santa Barbara County Employees' Retirement System 

• SBCERS operates as a cost-sharing multiple-employer defined benefit plan for 
Santa Barbara County and is governed by an II member Board of Retirement. six 
of whom are elected by members. four appointed by the Board of Supervisors and 
the county treasurer. Members of the SBCERS system are the County of Santa 
Barbara. nine other special districts located within the county. and the Superior 
Court 

• The SBCERS system currently otTers four general retirement plans. one for 
general or miscellaneous members. two for safety members and one for the Air 
Pollution Control District (APCD) 

~ Defined Benefit Plan and Defined Contribution Plan. http:,i,ien.wikipedia.org 
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CaIPERS, State of California Public Employees' Retirement Svstem 

• CalPERS is the largest public pension plan in the nation. providing retirement and 
healthcare plans to state employees and other governmental agencies within the 
state. CalPERS administers 13 defined benefit retirement formulas for more than 
2.500 state. school (classified employees only). and public agency employers. 
The system is governed by a 13 member Board of Administration, six of whom 
are elected by members. three are state officers. two are appointed by the 
governor. one appointed by the State Personnel Board. and one by the speaker of 
the assembly and Senate Rules Committee 

• CalPERS currently manages over 450 individual defined benefit plans for 
agencies with 100 members or more. For agencies with fewer than 100 members. 
CalPERS offers five Miscellaneous Risk pools. four Safety Risk pools. and one 
Inactive Plan pooL' As an example of a plan. under a 2% (if; 55 formula. an 
employee with 30 years of service retiring at age 55 would receive an annual 
pension of 60% (2% for each year of service) of his or her highest annual average 
salary for either one year or three years. depending upon the plan. School 
employees who do not qualify as teachers for inclusion in the CalSTRS program 
are members of the CalPERS Miscellaneous 2% @ 55 Risk Pool 

• Risk pools provide a sharing of risk among the agencies and also economies of 
scale insofar as it would be inefficient and costly to maintain an individual plan 
with few employee members. As shown on Exhibit 2. three agencies (cities) in 
Santa Barbara County have individual plans with CaIPERS. The remaining 
CalPERS agencies' employees are members of various risk pools 

• In addition to defined benefit pension plans, CalPERS also provides defined 
contribution plans and other employee benefit plans6 

CaISTRS, California State Teachers' Retirement System 

• CalSTRS currently manages the CalSTRS Defined Benefit Program for 
"California public school employees, prekindergarten through community 
college. who teach. are involved in selecting and preparing instructional materials. 
or are supervising people engaged in those activities.'" The system is governed by 
a 12 member Teacher's Retirement Board. three of whom are elected by 
members: one retired member appointed hy the governor and approved by the 
senate: three public representatives appointed by the governor and confirmed by 
the senate: one school board representative appointed by the governor and 
approved by the senate: and four members who serve in an ex-officio capacity by 

, CalPERS Facts At A Glance: General. April 20 II. hUp:iiwww.calpers.ca.gov 
(> CalPERS Supplemental Income Plans, http://www.calpers.ca.gov 
7 CalSTRS Comprehensive Annual Financial Report - 2010, http:i:.www.caistrs.com 
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virtue of their office: director of finance, state controller, state superintendent of 
public instruction, and state treasurer 

• School employees who do not qualify as members of CalSTRS are members of 
the CalPERS Miscellaneous 2% rzi) 55 Risk Pools 

• In addition to the Delined Benefit Program, CalSTRS also provides a Defined 
Benefit Supplement Program, Cash Balance Benefit Program and Replacement 
Benefit Program 9 

• All defined benefit plans discussed above include some form of disability 
coverage and allow for optional survivor coverage, Some provide for a death 
benefit. Furthennore, each of the systems provides optional health benefit plans 

Outliers 

• Agencies whose employees are not part of one of the previously discussed 
systems either have a defined contribution plan of some type or no plan, As 
shown in Exhibit I, employees of four agencies participate in a defined 
contribution or similar plan and 12 agencies do not have an employee plan 

• Santa Barbara Metropolitan Transit District's (MTD) represented employees are 
members of the Western Conference of Teamsters Pension Plan, a pooling of 
various employers, The MTD did obtain an estimate of its portion of the pool's 
assets and obligations prepared by its consultants; non-represented employees 
participate in a defined contribution plan 

• Exhibit I shows the plans to which each agency participates 

Pension Highlights 

All information shown in the exhibits and tables is taken from information published by 
the retirement systems or from surveys prepared by the individual agencies. No attempt 
was made to independently veri fy any of the data obtained. 

SBCERS, Santa Barbara County Employees Retirement System: 

The following summarizes SBCERS pension fund performance for fiscal years since year 
2000. 

Valuation 

, Ibid 
, Ibid 

Market 

SBCERS Pension Fund Performance 
(all dollar amounts in mIllions) 

Actuarial Actuarial Unfunded Unfunded 
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Year Value Value Accrued Liability - Liability - Ratio Ralio@ 
(Notes 1 of Assets of Assets liability Assets@ Assets@ @Markel Actuarial 
and 2) (Dollars) (Dollars) (Dollars) Market Actuarial Values Values 

Values Values (Note 3) (Note 4) 
(Dollars) (Dollars) 

Dec-DO n/a 1,171 1,146 n/a (25) n/a 102.2% 

Dec-01 n/a n/a n/a n/a n/a n/a n/a 

Oec-02 n/a 1,296 1,364 n/a 68 n/a 95.0% 

Jun-03 n/a 1.347 1.455 n/a 108 n/a 92.6% 

Jun-04 1,347 1,379 1,579 232 200 853% 87.4% 

Jun-05 1.476 1.444 1,688 212 244 874% 85.6% 

Jun-06 1,629 1,553 1,810 181 257 90,0% 85.8% 

Jun-07 1,900 1.735 1,957 57 222 97.1% 87.1% 

Jun-OB 1,763 1.894 2,136 373 242 825% 88.6% 
Jun-09 1.421 1,706 2,264 843 558 62.8% 75.4% 

Jun-10 1,609 1.927 2,616 1.007 689 615% 73.7% 

Note 1 - Information for years prior to 2007 was provided by prior actuaries 
Note 2- ~Prior to 2007. non-valuation assets resefYes were included with the Actuarial Value of Assets 

(AVA), non-valuation asset reserves were also added to Actuarial Accrued Liabilffies (AAL) prior to 
2007 Beginning in 2007, non-valuation assets are not included in the AVA and are no longer 
added to the AAL H (Source SBCERS 2007 Financial Report) 

Note 3- Funding Ratio @ Market Values - Market Value of Assets divided by Actuarial Accrued Liability 

Note 4- Funding Ratio @ Actuarial Values - Actuarial Value of Assets divided by Actuarial Accrued Liability 

The 2010 employers' pension costs. as a percent of payroll as of June 30. 2010. the most 
recent fiscal year. are shown below, til It is important to note that agencies make annual 
contributions to the defined benetit pension fund which includes two cost components -
nonnal cost and amortization cost. 

SBCERS - Percent of Payroll 

Net Employer Normal Cost 
Amortization of Unfunded Actuarial Accrued Liability 

Totals 

General 
Members 

13.85% 
16.09% 
29.94% 

Safety 
Members 

24.33% 
22.95% 
47.28% 

APeD 
Members 

14.76% 
18.41% 
33.17% 

Average 

16.58% 
17.90% 
34.48% 

The above rates are only the employers' portion of the pension costs. "Member 
contribution rates are actuarially determined on the basis of plan and age upon entry into 
the retirement system, .. tt However. in many cases. the employing agency is paying a 
portion or all of the required member contribution, 

Due to agency participation in pools. SBCERS does not provide separate actuarial reports 
for each agency (the Air Pollution Control District is an exception because it is the only 
participant in its pool), Consequently. the public and management do not know the 

I () SBCERS 2010 Financial Statements, http://www.countyofsb.org 
II SBCERS plan description for safety members. http://www.countyofsb.org 
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unfunded pension liability for each individual agency. While the unfunded liability for 
each agency could be estimated. it appears this is seldom done. 

CaIPERS, State of California Public Employees Retirement System: 

With the exception of three cities in the county participating in CalPERS with individual 
plans. most agencies and school districts employees who are not members of CalSTRS 
contribute to pooled funds with statewide participants. making it impossible to determine 
even a total local liability. 

In summary. the various statewide pools. as of 2009. included In the June 30. 20 I O. 
CalPERS annual report. totaled as follows: 12 

CalPERS Funded Ratios -Statewide Pools 
(all dollar amounts In mllllonsl 

Actuarial Accrued Liability $20584 

Actuarial Value of Assets $17,154 

Unfunded Liability (line 1- line 2) $3,431 

Funded Ratio (line 2/line 1) 83.3% 

Side Funds· ($1.552) 

Actuarial Value of Assets excluding Side Funds (line 1 -line 5) $18.706 

Unfunded Liability excluding Side Funds (line 1 - line 6) 51.879 

Funded Ratio excluding Side Funds (hne 6/1ine 1) 90.9% 

Market Value of Assets $12.513 

Unfunded Liability at Markel Values (line 1 - line 9) $8.071 

Funded Ratio at Market Values (line 10 !Iine 1) 60.8% 

·Side funds were created at the time CalPERS implemented risk pools to 
ensure that plans with varying funded status could participate in the same 
pool. Each side fund is subject to a fixed amortization schedule. 
Anytime an employer improves benefits for their plan. the side fund is 
adjusted to ensure the employer pays for the benefit improvement and a 
ne\v 20-year amortization is established. (5;0Ilr('c ('olfERS U'chsile) 

The following shows CalPERS pension fund performance since year 2000 as reported in 
CalPERS financial reports: 

I: Total of all funds set forth in CalPERS summary attached as Exhibit 2 
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CalPERS Pension Fund Performance 
(all dollar amounts in millions) 

Valuation Market Actuarial Actuarial Unfunded Unfunded Funding Funding 
Year Value of Value of Accrued liability - Liability - Ratio Ratio@ 

(June 30 Assets Assets Liability Assets@ Assets@ @Market Actuarial 
fiscal (Dollars) (Dollars) (Dollars) Market Actuarial Values Values 
year) Values Values (Note 1) (Note 2) 

(Dollars) (DoJlars) 

2000 172.163 162,439 135,970 (36.193) (26.469) 126.6% 119.5% 
2001 156.053 166.860 149.155 (6.898) (17.705) 104.6% 111.9% 
2002 142.455 156.067 163.961 21.506 7.894 86.9% 95.2% 
2003 144.330 158.596 180.922 36.592 22.326 79.8% 87.7% 
2004 167.11 0 169.899 194.609 27,499 24.710 85.9% 87.3% 

2005 189.103 183.680 210.301 21.198 26.621 89.9% 87.3% 
2006 211.188 199.033 228.131 16.943 29.098 92.6% 87.2% 

2007 251.162 216.484 248.224 (2.938) 31.740 101.2% 87.2% 
2008 238.041 233,272 268.324 30.283 35.052 88.7% 86.9% 

2009 178.860 244.964 294.042 115.182 49.078 60.8% 83.3(\/0 

Note 1- Funding Ratio @ Market Values - Market Value of Assets dIvided by Actuan'al Accrued Uability 

Note 2- Funding Ratio @ Actuarial Values - Actuarial Value of Assets divided by Actuarial Accrued Liability 

CalPERS reports a year in arrears. The above shows the data from its June 30. 20 I 0 
financial reports. which arc also used to calculate the rates for the 20 I 0-11 fiscal year. 

The CalPERS website reports that. for agencies within Santa Barbara County. employers· 
rates for the 2009-10 year for non-safety members ranged from a low of 5.123% of 
payroll to a high of 18.564%. For safety members, rates ranged from a low of 10.256% 
to a high of 30.833%. The school employer rate was 9.709%. Employee contribution 
rates were reported as varying between 5% and 9%. In some agencies. a portion or all of 
the employee·s rates were actually paid by the employer. 

Data for agencies having individual plans are shown in Exhibit 3. 

CaISTRS, California State Teachers Retirement System: 

The following shows CalSTRS pension fund perfonnance since year 2000 as reported in 
CaISTRS· financial reports: 

CalSTRS Pension Fund Performance 
(all dollar amounts in millions) 

Valuation Market Actuarial Actuarial Unfunded Unfunded Funding Funding 
Year Value of Value of Accrued liability - liability - Ratio Ratio@ 
(June 30 Assets Assets liability Assets@ Assets @ @Market Actuarial 
fiscal (Note 1) (Note 2) (Dollars) Market Actuarial Values Values 
year) (Dollars) Values Values Note (n/a) (Note 3) 

(Dollars) 

2000 nla nla nla nla nla nla nla 

2001 nla 107.654 109.881 nla 2.227 nla 98.0% 
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2002 nla nla nla nla nla nla nla 

2003 nla 108,667 128,104 nla 19,437 nla 84.8% 

2004 nla 114,094 134,677 nla 20,583 nla 84.7°/r. 

2005 nla 121,882 142,193 nla 20,311 nla 85.7%, 

2006 nla 131,237 150,872 nla 19,635 nla 87.0% 

2007 nla 148,427 167,129 nla 18,702 nla 88.8% 

2008 nla 155,215 177,734 nla 22,519 nla 87.3% 

2009 nla 145.142 185,683 nla 40.541 nla 78.2% 

Note 1 
Market Values not provided 

Note 2 ffExcept for year ended June 30, 2004 actuarial valuations were not prepared in even numbered 
years. No estimation using actuarial methodology is made in years between valuations. H (Source -
CalSTRS 2006 Fmanclal Report) 

Note 3 
Fundin Ratio Actuarial Values - Actuarial Value of Assets divided b Actuarial Accrued Liabili 

CalSTRS contribution rates are 8,25% paid by the employer, 8% paid by the employee 
(increased from 6% effective January I, 20 II) and 2,017% paid by the state, provided 
however, the state may be required to contribute additional funds for shortfalls. It is not 
known if any of the required employee contributions are being made by the employer. 
Whereas the contribution rates for SBCERS and CalPERS are calculated based on 
actuarial determined rates. CalSTRS contribution rates are set by the State legislature, 

As with SBCERS and CalPERS pools. the school districts within Santa Barbara County 
are pooled with other districts in California and do not know the amount of their 
respective individual unfunded liability, 

OBSERVATIONS AND ANALYSIS 

Funding 

Defined benefit retirement plans arc prefundcd systems that receive regular contributions 
for an employee from three sources: the employee, the employer, and investment returns, 
These contributions are made for an employee throughout his or her career. This is 
different than a pay as you go systcm which uses contributions from current employees to 
pay benefits to current retirees, Investment returns are a significant source of the funding 
that pays for benefits, Nationally, between 1993 and 2006. 19.6% of state and local 
government pension fund receipts came from employers, 10,8% from employees. and 
69.6% from investment earnings, 1.l 

As can be seen from the above tables, there are significant annual variations in the 
unfunded liabilities and funding ratios for each of the defined benefit retirement systems, 
Investment performance dictates the employer contribution portion because returns 
increase or decrease the employer's annual share of actuarially required contributions, If 

11 Pensionomics - .\feasuring the economic impact (dSlale and rocal Pension Plans. I1ana Boivie and Beth 
Almeida. February, 2009. ~ational Institute of Retirement Security. www.nirosonline.org 
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high investment returns are realized. the employer"s contribution decreases. Conversely. 
if investments perform poorly. the employer's contribution increases to make up for the 
loss of investment earnings. 

Fitch Ratings l4 

Fitch Ratings (Fitch) is a major global rating agency providing the world's credit markets 
with independent and prospective credit opinions. research. and data. Fitch notes that 
current disclosure requirements make it impossible for Fitch to accurately allocate a cost
sharing multiple-employer system's unfunded pension liability to the numerous 
participating employers that use pools to provide pensions to their employees. Fitch will 
now request from states that it rates. a documented estimate of the portion of the 
unfunded liability of each state-run. cost-sharing multiple-employer system that is 
attributable to the state itself and, if possible, to participating local government 
employers. 

The Governmental Accounting Standards Board (GASB) is formulating significant 
changes to pension disclosure requirements that are expected to improve transparency 
and reliability. Fitch will revisit its analytical framework after these changes are made 
and enhanced disclosure becomes available. 

Moody's Investor Service (Moody's) 15 

Moody's is a provider of credit ratings. credit and economic related research. data and 
analytical tools. risk management software and quantitative credit risk measures, credit 
portfolio management solutions. training and financial credentialing and certification 
services. Moody's has begun to recalculate the states' debt burdens in a way that 
includes unfunded pensions. something states and others have ardently resisted until now. 

Moody's new approach may now turn the tide in favor of more disclosure. In the past. 
Moody's looked at a state's level of bonded debt alone when assessing its 
creditworthiness. Pensions were considered "soft debt" separate from the bonds. using a 
different method. Moody's had decided it is important to consider total unfunded 
pension obligations because they could contribute to current budget woes. Government 
agencies ..... have a tax basco They have contractually obligated themselves to make 
these payments. These are part of the ongoing budget stress ... It ultimately all comes 
back to being an operating cost. Addressing those problems is really what's happening 
today." 

Governmental Accounting Standards Board (GASB) 16 

].t Fitch Ratings· Fnhancing the Analysis Q( C.S .)'Iale and Local Gorermnent Pension Ohligulions. 
February 17, 20 I I, http://reports.fitchratings.com 
15Mary Williams Walsh, New York Times, January 27, 2011, ":Hood}' 's to Factor Pension Gaps in State's 
Ratings," http://www.nytirnes.com/2011101!27/business 
1(, Institutional Investor http://www.institutionalinvestoLcomiArticlei2812574iGASB-Readying-Public
Pension-Accounti ng-Changes. htm I 
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"In June 20 I O. the GASB issued a Preliminary Views entitled Pension Accounting and 
Financial Reporting by Employers that contains a preliminary set of views about how to 
improve the effectiveness of the existing pension standards for state and local 
governments .. · I

? If adopted. these views would revise actuarial assumptions currently 
employed by most local governments and which could affect current income. In 
addition. "The GASB believes that the unfunded portion of a cost-sharing pension plan's 
obligation is the primary responsibility of the participating governments as a group. Each 
participating government. therefore, should report a net liability based on its proportion 
of the unfunded obligation of all the participating governments." The deadline for public 
comment was September 17, 2010. The GASB will release a draft. for comment, of its 
proposed pension accounting changes as soon as June 20 I I. 

Actuarial Valuations 

The following is a CalPERS quotation that the Jury believes has wide applicability. I' 

What will the pension plan cost:' UnjiJrlunately. there is no simple 
answer. There are 111'0 major reasons .Ii" Ihe complexilY of Ihe answer: 

First. all actuarial calculations. including those in this reporl. are based 
on a number of assumptions ahoul the future. These assumptions can be 
divided into two categories. 

• Demographic assumptions include Ihe perc'enlage of employees that 
will terminate. die. hecome disabled. and reI ire eachfulure year. 

• Economic assumptions include future salary increases for each active 
employee. and the assumplion with the greatesl impact. future asset 
relurns at ('aiPERSfor each year into Ihefuture unlilthe lasl dollar is 
paid to currenl members of your plan. 

• While CalFERS has set these assumplions as our hesl eslimale of the 
real future of your plan, it must he underslood that these assumptions 
are very long-term predictors and will surely nol he realized in any 
one year. For example, while the asset earnings at CalPERS have 
averaged more than the assumed 7.75% fi)r the past twenty year 
period ending June 30. 2010. relurnsfi" each fiscal year rangedfrom 
-2-1% to +20. I%. 

Second. the mry narure of actuarial funding produces the answer to the 
queslion of plan or pool cosl as Ihe sum ofrwo separale pieces: 
• The ,'Vormal Cosl (i.e .. Ihe fUlure annual premiums in Ihe absence of 

surplus or unfunded liahility) expressed as a percenlage of lola I aclive 
payroll. and 

17 GASB release. June 20 I 0 
IX CaIPERS. 2% at 55 Risk Pool. June 30.2009. Cost and Volatility. http: Iwww.calpers.ca.gov 
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• The Past Service Cost or Accrued Liability (i.e .. representing the 
current value of the henefit all credited past service of current 
members) which is expressed as a lump sum dollar amount. 

• The cost is the sum of a percent o/jiilure pay and a lump sum dollar 
amount (the sum ()f an apple and an orange if you will). To 
communicate the total cost, either the Normal Cost (i.e" future percent 
of payroll) must be converted to a lump sum dollar amount (in which 
case the total cost is the present value of bene/its), or the Past Service 
Cost (i.e" the lump sum) must be com'erted to a percent of payroll (in 
which case the total cost is expressed as the employer '.1' rate. part of 
which is permanent and part temporary). Converting the Past Service 
Cost lump sum to a percent of payroll requires a specific amorti~ation 
period. and the plan or pool rate will WIry depending on the 
amortization period chosen. And as the first point above stales; these 
results depend on all assumptions being exactly realized. 

The calculation of unfunded liability for each plan is based on a negotiated pension 
fonnula. amortization of side funds and unfunded liability. smoothing periods. and 
various other actuarial assumptions. Actuarial assumptions also include projected rates 
of return on investments. employment longevity. salary increases and cost of living 
increases. which are different for eaeh of the retirement systems. Consequently. it is not 
possible to make direct comparisons of the retirement systems or their results. Tables I. 
2 and 3 summarize the retirement plans and major actuarial assumptions for SBCERS. 
CaIPERS. and CaISTRS. respectively. Table 4 is a Glossary of Actuarial Terms that can 
be used in evaluating all the plans. 

In addition. although this report has been prepared from information provided by the 
agencies for the fiscal year ending June 30. 20 I O. there arc differences in the actual 
dating of the infonnation. as follows: 

52 

• SBCERS - Assets are appraised as of the valuation date of June 30. 20 I 0 and 
Contribution Rates for the following fiscal year determined by the Actuarial 
Valuation 

• CalPERS - The pension information provided by the agencies in their annual 
reports of June 30. 2010. actually represents the results of CalPERS actuarial 
valuation of June 30. 2009. Contribution Rates for the July I. 20 II through June 
30.2012 fiscal year are based on the June 30. 2009 valuation date 

• CalSTRS - As with CaIPERS. the pension information provided by the agencies 
in their annual reports of June 30. 20 I O. actually represent the results of CalSTRS 
actuarial valuation of June 30. 2009. Contribution Rates are fixed by and subject 
to revision by the state legislature 
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Other Post Employment Obligations (OPEB) 

In addition to pensions. many agencies provide some form of post employment health 
care coverage. As reflected below. these aggregate amounts for all three systems are 
sizeable and will have to be included in future budgets and funded from future revenues. 

Healthcare Benefits 

While not having received the same level of attention. the OPEB healthcare obligations. 
which include medical. dental. vision and other health related benefits. if applicable. can 
be sizable and are required to be reported in financial statements. As shown in Exhibit 
4A. as of June 30. 20 I O. the date of the agencies' last fiscal year. the Actuarial Accrued 
Liabilities as reported by the agencies totaled $325.193.581. of which $9.136.137 had 
been funded. leaving a total actuarial unfunded liability balance for all agencies of 
$316.057.444. 

Other Than Healthcare Benefits 

As shown in Exhibit 4B. three agencies reported other post employment obligations 
totaling $5.562.620. which includes: $3.805.000 accrued sick leave benefits by the City 
of Santa Barbara. $150.000 for voluntary resignation incentive plan by College School 
District. and $1.607.620 for early retirement and medical benefits for a former supervisor 
by Lompoc Unified School District. 

Compensated Absences 

In addition. 48 agencies reported Compensated Absences Liability for vacation. sick days 
and other unfunded obligations that would be payable upon an employee's separation 
from the entity. As shown in Exhibit 4C, the total obligation for all agencies was 
$60.756.644. 

CONCLUSIONS 

The implications of the data reflected in this report arc staggering. The recent market 
recovery will reduce the size of the unfunded liabilities. assuming that markets remain 
stable and there are no major changes in the actuarial assumptions. Anticipated GASB 
rule changes can be expected to increase unfunded liabilities. Based on actuarial value of 
assets. as of June 30. 2010. the Santa Barbara County Employees' Retirement System 
(SBCERS) had an unfunded pension liability of approximately $689.000.000. 19 Based on 
actuarial value of Assets statewide. the California Public Employees Retirement System 
(CaIPERS) pools and California State Teachers' Retirement System (CaISTRS) plans had 
unfunded liabilities overall in excess of $42.400.000.000. Local government agencies 
who participate in pools are unable to break out their specific individual unfunded 

I" SBCERS unfunded liability includes Santa Barbara County Superior Court employees. but who are state 
employees. 
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accrued liability. As a result. the agencies do not know the extent of their specific future 
obligations. which makes it difficult to do strategic financial planning for pension 
expense beyond the next year or so. 

Agencies in Santa Barbara County offering retiree health benefits have an additional 
unfunded liability of $316.000.000 for these plans as well. They are principally on a pay 
as you go basis. wherein new hires and current employees or the employer pays for 
retiree benefits as a part of operational costs. In order to manage future costs, thought 
should be given to either containing the benefit or funding it. These liabilities can be 
expected to grow as the number of employees retiring expands and health costs continue 
to increase. 

Current pension and other post employment benefit plans were negotiated by the 
individual agencies and their respective employee bargaining units. and approved by their 
governing bodies. Change would be subject to collective bargaining and approval by the 
applicable governing body. 

Those agencies participating in a SBCERS. CalPERS or CalSTRS plan have little control 
over their plans other than to switch an existing plan to a different plan within the system. 
such as switching from a CalPERS Safety 2% @ 50 Risk Pool to a Safety 2% @ 55 Risk 
Pool. Any such change would be subject to collective bargaining and approval by the 
applicable governing body. 

Other Post Employment Benefit unfunded accrued liabilities. particularly healtheare 
obligations. are sizable. Many agencies fund their post employment healthcare benefits 
on a pay as you go basis. 

This report is a wake-up call for agencies to seek the information and take action that will 
allow them to better plan for their financial future. 

FINDINGS AND RECOMMENDATIONS 

Finding la 
Most public agencies in Santa Barbara County are participants in large defined benefit 
pension plan pools. which provide diversification. cost efficiency. spreading of risk. 
centralized management and centralized investment strategy. 

Finding lb 
Public agencies in Santa Barbara County participating in defined benefit pension pools 
know their current year required contribution and an estimate of the following year's 
contribution. 

Finding lc 
Fitch Ratings is a global rating agency that has announced new disclosure requirements 
because current disclosure requirements make it impossible for Fitch to accurately 
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allocate a cost-sharing mUltiple-employer system's unfunded pension liability to the 
numerous participating employers that use pools to provide pensions to their employees. 
Moody's Investor Service has begun to recalculate the states' debt burdens in a way that 
includes unfunded pensions. The Governmental Accounting Standards Board has stated 
that each government agency participating in a cost-sharing pension plan should report a 
net liability based on its proportion of the unfunded obligation of all the participating 
governments. 

Finding ld 
Unfunded long-term liability can have an important impact on future funding 
requirements that the ratepayer. taxpayer and each individual agency needs to know. 

Finding Ie 
Public agencies in Santa Barbara County participating in defined benefit pension pools do 
not know their individual long-term unfunded actuarial liability. 

Recommendation 1 
That. no later than January I. 2012. all local government agencies that belong to 
mUltiple-employer pension pools obtain. and for each year thereafter. make publicly 
available estimates of their individual unfunded actuarial liability from an actuary or the 
plan sponsor. 

Finding 2a 
As of June. 20 I O. public agencies in Santa Barbara County had a total unfunded actuarial 
liability for post employment healthcare of approximately $316.000.000. 

Finding 2b 
Some agencies pay all or a portion of the healthcare premium costs for employees. 

Finding 2c 
For the most part. local agency healthcare benefits are pay as you go. and are not 
structured on a prefunded basis like defined benefit pension plans. 

Recommendation 2a 
That. no later than January I. 2012. in the best interest of ratepayers and taxpayers. each 
government agency that contributes some or part of healthcare premium for employees. 
adopt an implementation plan to reduce those contributions. 

Recommendation 2b 
That. no later than January I. 2012. in the best interest of ratepayers and taxpayers. each 
government agency that provides healthcare premiums for employees. implement 
prefunding their currently unfunded healthcare liability. 

Finding 3 
As of June. 2010. public agencies in Santa Barbara County had a total liability for 
compensated absences of nearly $61.000.000. 
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Recommendation 3 
That, no later than January 1, 2012, in the best interest of ratepayers and taxpayers, each 
government agency that has compensated absences liabilities, adopt an implementation 
plan to reduce each agency's compensated absences liability. 

REQUEST FOR RESPONSE 

In accordance with California Penal Code Seclion 933.05. each agency 
and government body affected by or named in this report is requested to 
respond in writing to the findings and recommendation in a timely 
manner. The following are the affected agencies for this report. with the 
mandated response period for each. 

Each Agency Listed Below - 90 days 
Finding I a. I b. I c. I d. Ie. 2a. 2b. 2c. 3 
Recommendation I. 2a. 2b. 3 

Santa Barbara County 
Santa Barbara County Education Office 
Ballard School District 
Carpinteria Unified School District 
Guadalupe Union School District 
Lompoc Unified School District 
Orcutt Union School District 
Santa Barbara School District 
Santa Maria-Bonita School District 
Santa Maria Joint Union High School District 
Allan Hancock College 

Each Agency Listed Below - 90 days 
Finding I a. I b, I c, I d. Ie, 2a, 2b, 2c 
Recommendation I. 2a. 2b 

Buellton Union School District 
Cold Spring School District 
College School District 
Hope School District 
Montecito Union School District 
Santa Barbara City College 

Each Agency Listed Below - 90 days 
Finding la. lb. Ic. Id. Ie. 3 
Recommendation I, 3 
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Cuyama Joint Unified School District 
Goleta Union School District 
Los Alamos School District 
Los Olivos School District 
Santa Ynez Valley Union High School District 

Each Agency Listed Below - 90 days 
Finding I a, I b, Ie, I d, Ie 
Recommendation I 

B10chman Union School District 
Solvang School District 
Vista del Mar Union School District 

Each Agency Listed Below - 90 days 
Finding I a, I b, I c, I d, Ie, 2a, 2b, 2c, 3 
Recommendation I, 2a, 2b, 3 

City of Buellton 
City of Carpinteria 
City of Lompoc 
City of Solvang 
Cachuma Operations & Maintenance Board 
Carpinteria / Summerland Fire Protection District 
Carpinteria Public Cemetery District 
Carpinteria Sanitary District 
Carpinteria Valley Water District 
Goleta Cemetery District 
Goleta Water District 
Goleta West Sanitary District 
Montecito Fire Protection District 
Montecito Sanitary District 
Montecito Water District 
Mosquito and Vector Management District of SBC 
Santa Barbara Metropolitan Transit District 
Santa Maria Cemetery District 
Santa Ynez River Water Conservation District ID No. I 
Summerland Sanitary District 

ach Agency Listed Below - 90 days 
Finding I a, I b, 1 c, I d, Ie, 2a, 2b, 2c 
Recommendation 1, 2a, 2b 

Santa Barbara County Association of Governments 
Goleta Sanitary District 
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Each Agency Listed Below - 90 days 
Finding I a. I b. Ie. I d. Ie. 3 
Recommendation I. 3 

City of Goleta 
City of Guadalupe 
Isla Vista Recreation and Park District 
Oak Hill Cemetery District 
Santa Maria Public Airport District 
Vandenberg Village Community Services District 

Each Agency Listed Below - 90 days 
Finding la. lb. Ic. Id. Ie 
Recommendation I 

Cuyama Valley Recreation and Park District 
Los Alamos Community Services District 

Each Agency Listed Below - 90 days 
Finding 2a. 2b. 2c. 3 
Recommendation 2a. 2b. 3 

Santa Barbara Air Pollution Control District 
City of Santa Barbara 
City of Santa Maria 

Each Agency Listed Below - 90 days 
Finding 3 
Recommendation 3 

Cachuma Resource Conservation District 
Cuyama Community Services District 
Lompoc Cemetery District 
Lompoc Valley Medical Center 
Mission Hills Community Services District 
Santa Ynez Community Services District 
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A,e.cyName 
LIIII.II. by Redreme.ISy.lem a.d Ihe. by; Cou.1y 
AIO.d .. , Cillot, Schooll OlllriCII, Co""'" I.d 
Special Olllrich 

A. SBCERS 

Santa Barbara County 
SlOta BubIn. County Asooolati .. of OovemmClllS 
Santa Barbara County Air PoUution Control DiJlrict 

Carpinteria I SummerllOd Fire Protection District 
Carpinteria Public Cemdery District 
Ooleta Cernetcry District 
M<>!9ulto and Vector Management District ofSSC 
Oak Hill Cernetcry District 
SlOta Marls Ceme1e!y District 
Summerland SII1lI!!)' District 

B. CIIPERS 

City of Buellton 
City of Carpinteria 
City ofOoleta 
City of Guadalupe 
City of Lompoc: 

MiICCIJaneoUi 
Safety 

City of Santa Barbara; 
MiJoellaneoUJ 
Safety· Fire Plan 
Safety - Police 
Safety '" Service Retiremenl Plans 

aty of Santa Marla; 
MiocellaneoUi 
Safety - Fire Plan (throush 6·30-1 J) 

Safety - Police (through 6-30-11) 
City of Sclvang 

C.chuma Opel1ltions '" Main_ Board 
Carpinteria Sanl!!ty Districl 
Carpinteria Valley Water District 
CJyama Valley Recreation and Park District 

N/A 
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AI •• eyN .... 
Llillaill by Retirement SYllom .nd Ib .. by; C •• aly 
Apaciel, CIties, Scbooll DlItrictl, Coli .... lad 
Spec .. 1 Dlltrl ... 

Ooleta Sani1!ry DlJtrict 
OoI ... WaterDlJtrict 
001 ... Weal SlIlitaJy DlJtrict 
Is .. Vis1a Recreallon and Perk DlJtrict 
Lompoc Valley Medical Center 
Los Alamo. CommunIty Services DlJtrict 
Montecito Firo Proteolion DlJtriot 
Montecito Sanitary District 
Montecito Water District 
Santa Maria Publio Airport District 
Santa Yn" River Water Conaervation District ID No. I 
Voodcaberi Viii ... Community Servicea DlJtrict 

C. C.ISTRS .nd C.IPERS 

SlOta Barbera County Education Office 

An Sohool Dlstriotss within the County 

Anan Hanoook ConeS" 
SlDta Barbara City Con ... 

D. Te.mlten Retirement System 

Santa Barbara Mettopolltan T .... it DlJtrict (Note) 

E. Alencl .. "lib Dollaed Coatrlb.tloa PI ... (or .iron.r) 

lompoc Valley Medical Center 
Santa Barbara Me!rop<>litan Transit DlJtrict (Note) 
Santa ynez CommunIty Service. nir.riol 
Santa ynez River Water Conservation District 

N/A 
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A ••• cyNom. 
Llld •• 11 by Retlrem •• t Sy.tem ODd til •• by; C.ualy 
AI ••• leo, Cltleo, Sebooll Districts, Coiletl .. , lid 
Special DlItrid. 

Alenclt. with no plan 

Santa BuIJora Couoty LAFCO 
C .. hurna Conset'VIdon Rei .... Boord 
C .. hurna Roooun:e Conoervation District 
Casmalia CommllDlty Services Dlatrict 
Cuyama Community Services DIstrict 
Embaroadero MIIDicipol Improvement District 
Guadalupe Cemetery Dlatrict 
Lompoc Cemetery Dlatrict 
Los Alamos Cemetery District 
Mission Hili. Community Services District 
Santa Moria Valley W_ Conservation Dlatrict 
Santa Rita Hills Community Service. Dlatrict 

N/A 
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EXHIBIT I-AGENCY PLAN PARTICIPATION 
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Not.· Sonta BuIJora Metropolitao Transit Dlatric~. (MID) non.~ empioyoes are membcn ofa defmed contributioc piln end Ita ropresentod employee .... membcn of the TOIIIl.!ICn Union 
defined bencfit pension plan. While the Toamsten' pion i. a pooling, MID bas made. best efforts estimat>o of Its Iharo of the pooled ...... end liabilities of the fund ODd its data bas been included on 
Exhibit 3, lndividaual Plans, along 'ft'jth those agencies having individual plans. 



EXHIBIT 2 • ColPERS RISK POOLS 

Att ........ V.lutioa Raulb lor RIIIt PcK!1I as of JUDe 30, 2009 
-The valuation rcsulb below n bued Oft the JUDe 30, 20091CtU1ria1 valuations completed in November 2010. 
They 40 ncR Ntleot My bonoflt improvements that might have IXCIU'tId after NovemtMW 2010, 
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EXHIBIT 3 • INDIVIDUAL PLANS 

Agent)' Name PIa. J ••• JOL 20IO R.ported Amo .... 
MIIrkot V.I •• Aoluorlal Aoluorlal V.III.ded V.haded F.ndlng F.ndln. 

ofAa ... Val •• ofAao .. Acorued LlablUty • LlabUity • Rotlo@ Rotlo@ 
LlabUIty AI .... @ Aaoll@ Market Aoluarlal 

MIIrket Val ... Aoluarlal Valua Valun 
Vol ... (ool.m. I 13) (oolumn 2 /3) 

Santa Barbara County Air Pollution Dislrict (Note I) SBCERS $ 21,760,392 S 26.0'6,912 34,631,911 $ 12,871,,19 $ 8,'74,999 62.8% 7'.2% 

City of Lompoc CalPERS 7',749,476 104,111,766 122,797,890 47,048,414 18,686,124 61.7% 84.8% 
City of Santa Barbara CalPERS 382,726,884 m,802,029 669,686,684 286,9'9,800 14',884,6" '7.2% 78.2% 
City of Santa Marla CalPERS 134,4'0,128 184,088,669 219,379,228 84,929,100 3',290,"9 61.3% 83.9% 

Santa Barbara Metropolitan Tl'IIIliit District (Note 2) Teamsters 16,'43,688 18,920,'00 23,609,779 7,066,091 4,689,279 70.1% 80.1% 

S 631d3O.'68 $ 8'61979,876 $ 11°70110'.492 $ 43818741924 $213,12'1616 '9.00A> 80.1% 

Note I • Although Santa Barbara County Air Pollution Control District is a part of SBCERS, it is reported separately. 

Note 2 • Santa Barbara Metropolitan Traruit District's plan for repreacnted employees is with th. TWIlS1m Union Fund which is a pool; however, MTD has made a best eftbl1s estimate of its 
.hue of the pooled assets and liabilities. 



A. 

B. 

urnBIT 4 - OBLIGATIONS ornER THAN PENSIONS 

For «*Vrain"- A,carirs "vr ttu.1iIIed by; 
Coa • .,. Alrades, Cities, Scltooll DistrittI, 

Acta.riaI 

A ..... '" 
liability 

OPEB OBUGA TIONS - IlEAL TO CARE BENEFITS (I« Nola] .Dd 2) 

San .. Borbora Cow!ry S 173.943,536 S 
SaDta Barbara Counry ~ of Governments 458,841 
San" Barbora AU PoIIUboa Control District 1,822.303 
San" Borbora CounJy Education Office 1,549,925 

City ofBueJiton 1,210,956 
City of c.piuteria 3,336,816 
City of Lompoc 10,055,000 
City ofs.o.. Borbora 30,691,000 
City of S-Maria 6,198,520 
City of SoIvug 1,918,113 

BoIIord ScbooI DisIrict (1(-6) 202.852 
BudIton U.ioo ScbooI District (K-I) 19,500 
Carpinteria Unified ScbooI DisI. (K-12) 2.331,173 
Cold Spins ScbooI District (1(-6) 281,234 
CoIIqo ScbooI District (1(-1) 391,665 
GuodoIopc Unioo ScbooI District (1(-6) 319,280 
Hope ScbooI DisIrict (1(-6) 198,836 
Lompoc Unified ScbooI DisIrict (1(-12) 301,012 
_ Union School DisI. (1(-6) 264,893 
On;uu Union ScbooI DisIrict (1(-9) 5,050,407 
_ Barbora School District 10,166 
SonIa Mario-Boaila School DdI. (1(-1) 9,156,298 
SonIa Maria _ Union llip School District (9-12) 12,464,084 

Allan Hucoct CoIIop 7,220,666 
Sanla Borbora City CoIIop 681,720 

CacImmo Oporation&.t Maillknmco BoonI 1,164,113 
Carpinteria! S_ Fire _ District 2,558,915 
Carpin1eria Public c-y DiIIric:t 64,270 
Carpin1eria Sanitary District 40,136 
CarpiDteria V IIIcy W_ District 440,624 
Goleta c-y DisIrict 137,616 
Goleta Sanitary District 2,m,266 
Goleta W_ DisIrict 16,1)19,140 
Goleta W ... Sanitary DisIrict 150,326 _ Pin: _ DisIrict 

14,752,000 
Moatccilo Sanitary DiIIric:t 281,150 
Mcmtccito Water District 144,729 
~ ODd Vee..- M_...-, District of sse 41,844 
SonIa -.. MI:IropOli1an Tnnsit DisIrict 12,186,000 
SonIa Maria c-y District 331,512 
Sanla Y ... ~ W_ ConJcmohon District ID No. I 2,058,313 
SummcrIoncI SUI;,.,y DisIrict 83,111 

TOOIIs all ...... ies S 3251193~11 S 

J ... It]1 Rt'DOrkd Am ... b 
A .... rlal Moriod u.r •• ckd 
v .... r V.ror Atturiol 
Aoacts Assds A .... '" 

1ia(,;ti1y 

1,814,929 S 1,814,929 S 112,068.601 
458,841 

215,0% 215,096 1,541.207 
1,549.925 

1,210,956 
3,336,816 

2,063,000 2,105,503 1,992.000 
30,691,000 
6,198,520 
1,918,113 

202,152 
19,500 19.soo 

2,331,113 
211,234 
391,665 
319,280 
198,836 

362,118 362,118 (55,166) 
264,893 

5,050,407 
10.766 

9,156,298 
12.464,084 

3,057,587 3,051,581 4,163,019 
681,720 

1,164,m 
2,558,975 

64,270 
40,136 

440,624 
11 11 131,599 

272,130 215,388 2.501,136 
16,079,140 

1,208,994 1,161,032 (458,668) 
14,152,000 

281,750 
144,729 
41,844 

12.186,000 
2,046 2,046 329,536 

2,051,383 
83,111 

9.1361137 S 9~j31936 S 3161°571444 
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Vatu.1Ied 
liability 

.IM ... kd 
v .... 

S 112,068,601 
458,841 

1,541,201 
1,549,925 

1,210,956 
3,336,816 
1,949,491 

30,691,000 
6,198,520 
1.911,113 

202.852 

2.331,113 
211.234 
391,665 
319.280 
198,136 
(55,166) 
264,193 

5,050,407 
10,766 

9,156,298 
12.464,084 

4,163,019 
681,720 

1,164,113 
2.558.97S 

64,270 
40,136 

440,624 
137,599 

2.491,878 
16,079,140 

(610,706) 
14,752,000 

2lI1,750 
144,729 
41,844 

12.186,000 
329,536 

2.051,383 
83,111 

S 31518591645 

Ncte 1 - n..abo.o OPEB_prSBCERS __ Nu b<m .",laud by 1M Mil_Actuarial V_dDwIfUO/Jvno 30, 2010de~ 
MoreA 1~ 2011. [""If'" fU tlru _ Might _ _ b<m tnoJlDbkpr 1M P' __ ojIM '"'fJOC1/w agmcIu Jvno 30, 2010 I1nmII11repoa, tIru. 
'""1' I>< difJi:Tenu 1><,...". 1M __ tmdllw I1nmII11 ,_. 

Note 2 -1Mabctve OPEB dalaj:Jr CaJPERS and (A/STRS pamc.;:aarw may be rqxxw o)¥ar in tzrreQI'J. 

OTHI:R OPE1l OBLIGATIONS 

CityofSonlaBarlJora S 3,805,000 S S S 3,805,000 S 3,805,000 

CoIIqo School District (1(-1) 150,000 150,000 150,000 
!.ompo< Unified School [);strict (1(-12) 1,607,620 1,607,620 1,607,620 

Totals all Ap:Dcics S 51S6~620 S S S 51.5621620 S SI~620 



EXHIBIT 4· OBUGATIONS 0TJIl:R llIAN PENSIONS 

A.&acyN .... J •• e 2110 AmM." 
A.da.riaI AttDarial - u.r...te.I ~dod 

For con'tllince. Acnc:* bw bca lilted by; Ac:crwed vaI •• r ValKoi' Arbarial Llllbiliry 
c. •• .,. ApcieI, Odes, ScHoll DIaIrids, Lbbillry "-II A-" Aanal atMarkd , .......... Uabilily Vohoc 

C COMPINSA n:D ABSENCfS UAIIIl.ITIES 

--c-y S 29.B17,683 S S S 29,m,6I3 , . 29.m.613 
__ c-y lIZ PoIIutioo ~ District 370,006 370.006 370.006 __ C-Y_Officc 

52,962 S2,962 S2.962 

City 01_ 61.069 61.069 61,069 
City 01 c.piaII:ria 51.130 51.530 51,530 
City 01 Golda 311.671 311.671 311,671 
City oro.w.,e 191.991 191,991 191,998 
City a1Lompoo 3,309,623 3,309,623 3,309,623 City 01 __ 

8,293.m 1.293.m 8,293.m 
City a1S- Moria 5,114.867 5,884,167 5,184.167 
City 01 SdnD& 115.659 115,659 115,659 

IIalIanI ScbooIIlioIrict (E:-6) 1G,3S7 IG,3S7 IG,3S7 
c:..pD:ria lIDiIIod ScIIooI Dill. (It·12) 324,467 324,467 324,467 
CUyamaJaial UIIiIicol ScbooIDiII. (It·ll) 14,3n 14,377 l4,3n 
00I0Ia l&Iica ScIoooIIlioIrict (E:-6) 76,490 76,490 76,490 
a-Mlpo l&Iica ScbooIIlioIrict (It-6) 28,953 2I,m 21,953 
~ UaiIIod Sc:IIoaIIlioIrict (It·ll) 673,105 673,1I1S. 673,11IS 
Lao _ Sc:IIoaI DioIrict (E:-I) 4,220 4,2lO 4,,220 
Lao ClIha Sc:IIoaI DioIrict (LI) 9,679 9/l19 9,679 
~ l&Iica ScIoooI DiIIricI (E:-9) ~,607 '1D5.607 '1D5.607 
s.....:s.t.a SST SdIIool DiIrr'id 1.21'.594 ~ Ul5.'94 ____ t1Dioa IIiP ScIoooIIlioIria (9-12) m,M' m.145 373,145 _____ ScbooI Dill. (It-l) 

40,030 40,lI3O 40,030 
_ Y_ Vdoyl&licaHiP Sc:IIoaI DioIrict (9-12) '1.4% S1,446 '1.446 

A1E_00I0p 115.042 115,042 115.042 

CocImmo~&M . .- 104.513 104.513 104.513 
c.cbmDalt--.. ec-..... DiIIrict 19,672 19,672 19,672 
C.pialtaal S .. I Fire I'roCecdIa DiIIricl 659.163 659,163 659,163 
Car] t 

, _ a..-yDiolrict 
2,000 2,000 2,000 

~-,.DioIrict 12l,365 121,365 12l,365 
CmpiaOorio Vdoy W_ DioIrict 220,769 220,769 220,769 
CUyamaC i) Sern:. DiItrict 25,661 25,661 25,661 
00I0Ia a..-y DioIrict 27.731 27,737 27.737 
GoIoIa W_ DioIrict 797.136 797,l36 797,l36 
GoIoIa Weal s..-.y DioIrict 243,3'1 243,3'1 243,351 lila V __ adPaltDiolrict 

42,061 42,061 42,061 
Lompoc a..-y DiIIricI 504.039 504,D39 504,(J39 
Lompoc Valloy WaticoI ea. l,nl,933 1,nl,933 1,nl,933 
MIooioa HiIII C iI) Srnica District 78,104 71.104 71.104 
Mil " Pn_DiIIrict 958,744 958,744 951,744 ... t s.m.y DioIrict 116,444 116,444 116,_ 
.-W_DioIrict 347.730 347,730 347,730 
.M! I · •• mdllGCllJ[)~-. • DillrictofSBC . ..63,020 .. .. ~. ~ .. 
Ook nm a..-y DiIIricI 1,951 1,951 1,951 __ NoIn>poIiIa n-iI DioIrict 

137.096 137.096 137,D96 __ C-YDillricl 
50.179 so.l79 5O,l79 ___ AOpartDillrict 

115.136 115,l36 1lS,136 
_Y ... C at Serrica Disbict 43,360 43,360 43,360 
s... YDBERiwI' W .... C • t" DUcnot ID No. , 101.047 10l,047 101.047 
S .. I s.m.y IlioIrict 46,723 46,723 46,723 
V-. ViIlIF Owmmmfty _ District l7,n4 17.T!4 l7,n4 T_ ............ S 5914711050 , S S S91471.050 S 591471~(B(J 



TABLE 1 - SBCERS 

SANTA BARBARA COUNTY EMPLOYEES' RETIREMENT SYSTEM "SBCERS" 

Dale of Report(s) 

Defined Benefit Programs (only) 
Membership 

Active 
Retired & Beneficiaries 
Vested Terminated Employees 
Terminated Members (with Contributions) 
Total Membership 

Ptans: Rate Ttef Formula 
General Plan 5 2%@57 
Safety Plan 4 3%@55 
Safety PlanS 3%@5O 
APCD Plan1&2 2%@55 
General Plan 2 2% (SSA Integrated) 

Annualized Payroll as of the Valuation Date: 
Annual Total 
Monthly Average 

Average Monthty Benefit to Current and Beneficiaries 

Expected Irwestment Return 

Inflation Factor 

Wage growt~ 

Asset Smoothing (subject 10 limits) 

UAAl amortization period 

Retirees cost of Irving increases (subject to CPI 
limitations) 

Actuarial Accrued Liability 

Valuation dale of Assets 

Assals: 
Market Value of Fund 
Actuarial Value of Assets 

Funded Ratios: 
Market Value of Assets 
Actuarial Value of Assets 

Unfunded Accrued Uabilibes: 
Unfunded Actuarial Accrued Liability 
Unfunded Market Value Actuarial liability 

Required Employer contribution rate for all tiers combined 
as a percent of total payroll 

Gross Normal Cosl 
Member ContnbutlOns 
Employer Normal Cosl 
UAAL Amortization 
Tolal Employer Rale 

June 30, 2010 

TyP! 

4.228 
3.318 

902 
279 

8.727 

Contributory 
Contributory 
Conlributory 
Contributory 

$ 
$ 

$ 

Non- Conlributory 

306.963.000 
6.050.000 

7.75% 

3.25% 

3.75% 

5 Years 

2.637 

17 Years 

3.00%. Compounded 
(except for Ptan 2) 

$ 
$ 

$ 
$ 

$2,616.147.000 

June 30. 2010 

1.609.449.000 
1.927.229.000 

61.50% 
73.70% 

688.918.000 
1.006.698.000 

21.12% 
--4.54% 
16.56% 
17.90% 
34.48% 

Note - By agreement with the bargaining units, some agencies have agreed to 
pay all or a portion of the required Member Contribution 



TABlE 2 - CaIPERS 

CALIFORNIA PlJPLlC EMPLOYEES' RETIREMENT SYSTEM (CaIPERS, VARIOUS 
PLANS 

Date of Report(sl 

Defined Be'- Program. (only) 
_hip (exduding LogislatOtS and Judges) 

ActiYe and Inactive 
Retired & Beneficiaries 
Total Membership 

Plans: Rate Tier Formula 
Local Misc. 2%060 
Local Misc. 2%055 
Local Mise 2.5%055 
Local Mosc 2.704@55 
Local Mise 3%060 
Local Safety 2%050 
Local Safety 2%055 
Local Safety 2.5%@55 
Local Safety 3%@50 
Local Safety 3%@55 

Annualized Payrotl as of the Valuation Date 
Annual Total 
Monthly Average 

Average Monthty Benefit to Current and Beneficlanes 

Expected Investment Retum 

Inflation Factor 

Wagegrowtl1 

Alaet Smoothing (subject to limils) 

UAAL amortization penod 

Retirees cost of living increases (subject to CPt limitations) 

Actuarial Acxrued Liability 

Valuation date of Assets 

Assets: 
Market Value of Fund 
Aduarial Value of Assets 

Funded Rattos 
Market Value of Assets 
Actuarial Value of Assets 

Unfunded Accrued Uabitities: 
Unfunded Aduarial Accrued Uabihty 
Unfunded Marl<et Value Actuarial Liability 

Required Employer c:ontribution rate for all tiers combined 
a. a peroen1 of total payroll 

Gross _I Cost 
Member Contributions 
Emptoyer Normal Cost 
VAAL Amortization 
Total Employer Rate 

June 30. 2010 

1.116.044 
513,623 

1.629,667 

Type 
Con1ributory 
Con1ributory 
Contributory 
Con1ril>ulOry 
Con1ributory 
Contributory 
Contributory 
Contributory 
Con1ributory 
contributory 

Not provided 
Not provided 

Not promed 

7.75% 

300% 

3.25% 

15 Years 

16 Years for Safety 31 
Years for Misc. 

2.00%.C<Hnpounded 
(Optional 3%, 4% or 

5%) 

By Ptan or Pool 

June 30, 2009 

By P1an or Pool 
By Plan or Pool 

By Plan or Pool 
By Plan or Pool 

By Plan or p~ 
By ptan or Pool 

By Plan or Pool 
By Plan or Pool 
By Plan or Pool 
By Plan or Pool 
By Plan or Pool 



TABLE 3 CaISTRS 

CALIFORNIA STATE TEACHERS' RETlREIIENT SYSTEM (CalSTRS) DEF1NED 
BENEm PROGRAM 

Date of Report(s} 

Defined Benfit Program (only): 
-"bershlp: 

Active 
Inactrve 
Robred & Beneficiaries 
Disability Benefit Recipients 
Total Membership 

Plans: Rate Tier 
General 

Fonnula 
2%@60 

(up to 2.4% at 63) 

AnnualiZed Payroll as of the Vatuation Date: 
Annual Total 
Monthly A""rage 

June 30. 2010 

TYf?" 

441,54-4 

166.976 
235.215 

8.581 
852.316 

ContributOIY 

$ 
$ 

27,327.000,000 
2,2n,250.000 

Average Monthly Benefit to Current and Beneficiaries Not Provided 

Expected In_tment Return 8.00% 

Inftabon Factor 3.25% 

Wage growth 4.25% 

Interest on Accounts 6.00% 

Asset Smoothing (subied to limits) 3 Years 

UAAl amortization period 30 Years 

Retirees cost of Iwing increases (sutJ;ed to CPllimitations) 2.00%, Simple (80% -

Aduarial Accrued Liability 

ValuattOn date of Assets 

Assets: 
Market Value of rund 
Aduarial Value of Assets 

Funded Rat;os: 
Mar1<et Value of Assets 
Actuarial Value of Assets 

Unfunded Accrued Uabilrties 
Unfunded Actuarial Accrued liability 
Unfunded Mar1<ot Value Actuarial liability 

CALSTRS ContributionS: 
Members: 

Employers 
State 

Though 12-31-tO 
Therafte< 

85% purchasing power 
protection) 

$ 185.683.000.000 

June 30, 2009 

(not provided) 
$ 145,142,000.000 

(not provoded) 
78.00% 

$ 40.541.000.000 
(not provided) 

600% 
8.00% 
8.25% 

2.017% (subject to 
adjustment) 



TABLE 4 

GLOSSARV OF ACTUARIAL TERMS 

Ace ....... Liability (olso coiled Aduo.iol Ace ....... Liability o. Eatl')' Age No •• ol Ace ....... Uobility) 
The total dollars nceded as of the valuation date 10 lund all benefits earned in the past for current members 

Actuarilll AsH_prioas 
Assumptions made about certain events that will effect pension costs. Assumptions generally can be broken down into two 
calcgorics: demographic and c:c;onomic. Demographic 8S.-.umptions indude such things as mortality_ disability and retirement 
rates. Economic assumotions include investment return. saJarv 2rowth and inflation. 

Amarial Methods 
Procedures employed by actuaries to achieve certain goals of a pension plan. "Illcsc may include thing.. .. such as funding method. 
seninR. the Icn2ttl of time to fund the pa~ scrvit."e liabilitv and detennininll the actual value of assets. 

Adunill val •• lion 
The determination. as of a valuation date. ofthc normal cost. actuarial accrued liability. actuarial value of assets and related 
present values for a pension plan. These valwions arc performed annually or when an employer is contemplating a change in 
Dian DrOvisions 

Ad.arial Value of A.ssets 
The actuarial value of assets used for funding purposes is obtained through an asset smoothing tcchnique when:: investment 
uins and losses an: partiallv recOimized in the vcar they arc incurred. with the remainder rttOlznil'.t I subsccJucnt vears 

Amortizatio. Basn 
Separate payment schedules for different ponions of the unfunded liability. The total unfunded liability ofa risk pool or non
pooled plan can be segregate by "cause". creating "bases" and each such base wi II be separately amorti7.cd and paid for over a 
period of time. This can he likened to a home mor1gagc: that has 24 years ofrcmaining payments and a SL"Cond mortgage that has 
I 0 years left. Each base or cach mongagc note has its own terms (payment period. principal. etc.) 

Generally in an actuarial valuation. the sc.-parate bases consist of changes in unfunded liability due to amendments. actuarial 
assumption changes. actuarial methodology changes. and gins and losses. Payment periods arc dctcnnincd by Board policy and 
Van' based on (he: cause of the chanee: 

Amortization Period 
The nllmhcr of yeaN J"Cquired 10 pay otTan amortilalion ha-.e 

Annual Required Contrib.tion (ARC) 
The employer's period require annual contributions to a defined benefit pension plan as sct fonh in GASB Statement No.7. 
calculated in accordanee with the plan a. ..... umptions. The ARC is detennincd by multiplying the employer contribution rate by 
the payroll reported to CalPERS for the applicahle fiscal year. Ilowever. if this contribution is fully prepaid in a lump sum. then 
(he dollar value (tfthe ARC is equal the Lump Sum Prepaymcnt. 

Eo.1')' Ag. 
The earliest age at whieh a plan member begins to accrue benefits under a defined hcnclit pension plan or risk pool. In most 
cases. this is B2e of the ml.'TJlber on their date of hire. 

En'l')' Age No .... 1 Cost m .. ~od 
An actuarial cost method designed to fund a member's total plan benefit OVl."f the course of his or her carcer. lnis method is 
designed to yield a rate cxpres.~ a.'ii a level ocrcentaec of oavroll. 

(The assumed n.1:irement age less the entry age is the amount oftimc n:quircd to fund a member's total benefit. Generally. the 
older a member on the date of hire. the greater the entry age nonnal cost. This is mainly because there is less time to earn 
investment income to fund future benefits. ) 

Page I 01'2 



TABLE 4 

GLOSSARY OF ACTUARIAL TERMS 

Fresh Start 
A fresh stan is the single amoni78tion ba~ created when multiple amonil.ation ba.~ arc collapsed into one base and amorti;rxd 

over a new fundinw: IX.Tiod. 

Funding Status 
A measure of how well funded a plan is. Or equivalently. how "on track" a plan is with respect to assets 'IS. accrued liabilities. 
1\ ratio greater than 100% means the plan or risk pool has more assets than liabilities and a ratio less than 100% means liabilities 
art: greater than assets. A funded ratio based on Actuarial value of Assets indicates the progn..·ss toward fully funding the plan 
using actuarial cost methods and assumptions. A funded r.t.lio ba.<.;ed on Market value of Assets indicates the short-tcnn solvency 
orlhe plan. 

GASB 27 
Statement No. 27 orlhe Govcmml."I1tal Accounting Standards Board. The accounting standard governing a stale or local 
w:ovcmmental employer's accountin2 for pensions. 

Lump Su .. Contribution 
A contribution made by the employer to reduce or eliminate the unfunded liability. 

Norma' Cost 
The annual cost of service accrual for the upcoming fiscal year for active L-mployees. The nonnal cost should be viewed a'i the 
lone h.-rm contribution rate. 

Pension Act.ary 
A person who is responsible I(lr the calculations necessary to properly fund a pension plan. 

Prepayment Co.tribution 
A payment made by Ihee emploYL"f to reduce or eliminate the year's required employer contribution. 

Preseat Value of Benefits 
The tolal dollars nceded a, ofthc valuation dale to fund all benefits earned in the past or expected to be earned in the future for 
'·llrr('nt members. 

Rolling Amortization Period 
An amortii'..ation period that remains the same each year rather than dcclininJZ,. 

SUMrfUllded 
A condition exi~1ing when the actuarial value of assets exceeds the prescnt value of benefits. When this condition exists on a 
2ivcn valuation date for a 2iven Dian. employee contributions of the rate covered bv that valuation mav be waived. 

Unfunded Liability or Unfu.ded Accrued Liability (UAL) 
A plan with an actuariaJ value of assets below the accrued Jiahilit)i is said to have an unfunded liahility and musllcmporarily 
incrca.;c contributions to e.el back on schedule. 

SOUl'<" CaiPEItS Act"anal Valu/J/iolt!o, Req"im ColttrilHUiotfs!or Fi:u:aI fae, July I, 1011 - JUIU! 30, 1011 
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July 19, 2011 

The Honorable Arthur A. Garcia 
Assistant Presiding Judge 
Santa Barbara Superior Court 
312 East Cook Street 
P.O. Box 5369 
Santa Maria, CA 93456-5369 

Honorable Judge Garcia: 

The 2010-11 Santa Barbara County Civil Grand Jury recently released its report entitled 
Local Government Post Employment Benefits In Santa Barbara County: Complicated 
and Costly. The City of Santa Maria (City) is named as an affected agency and is 
required to respond to applicable findings and recommendations within 90 days of the 
report issuance. 

RESPONSE TO THE GRAND JURY FINDING REGARDING LOCAL GOVERNMENT 
POST EMPLOYMENT BENEFITS IN SANTA BARBARA COUNTY: COMPLICATED 
AND COSTLY 

Finding 2a: As of June 2010, public agencies in Santa Barbara County had a total 
unfunded actuarial liability for post employment healthcare of approximately 
$316,000,000. 

City Response: The City partially disagrees with the finding. The City can only verify 
the unfunded actuarial liability for the City - which the Grand Jury accurately reported. 
The City has not reviewed nor analyzed any of the other public agencies' actuarial 
valuations as of June 30, 2010. 

Finc;ling 2b: Some agencies pay all or a portion of the healthcare premium costs for 
employees. 

City Response: The City agrees with the finding. 

Finding 2c: For the most part, local agency healthcare benefits are pay-as-you-go, and 
are not structured on a prefunded basis like defined benefit pension plans. 

City Response: The City partially disagrees with the finding. The City has not 
determined if the other agencies prefund or pay-as-you-go their retiree healthcare 
premiums. 

Recommendation 2a: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that contributes some or part of 

ATTACHMENT 8 



healthcare premium for employees, adopt an implementation plan to reduce those 
contributions. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. With respect to post-retirement health benefits, the City 
provides benefits in accordance with State statutes to all retirees who are enrolled in an 
insurance program under the California Public Employees' Medical and Hospital Care 
Act (PEMHCA). The healthcare plan is administered by CaIPERS. PEMHCA determines 
the amount contributed by the City toward retiree health insurance. Currently, the City 
is required to contribute $108 per month per retiree toward the cost of their health 
insurance. This is the minimum mandatory amount that the City is required to pay. The 
balance of the premium, averaging approximately $663 per month, is paid by the 
retirees to CaIPERS. Therefore, it is not possible to reduce the City's healthcare 
contributions as recommended by the Grand Jury. 

Recommendation 2b: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that provides healthcare premiums 
for employees, implement prefunding their currently unfunded healthcare liability. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. As noted in Recommendation 2a, the City contributes 
the minimum mandatory amount required by the CalPERS health plan. According to the 
City's latest actuarial valuation, the pay-as-you-go amount for the next 20 years is $6.2 
million (which the City has set-aside) versus $10.8 million to prefund the plan. During 
these tough economic times, the City does not have the financial resources to prefund 
the plan, nor would it be financially advantageous given the fact that after the year 2030, 
the annual savings are not material on a budget basis. 

Finding 3: As of June, 2010, public agencies in Santa Barbara County had a total 
liability for compensated absences of nearly $61,000,000. 

City Response: The City partially disagrees with the finding. The City has not 
determined the total liability for compensated absences for other agencies in the County 
and Exhibit 4 shows an amount closer to $59.5 million. 

Recommendation 3: That, no later than January 1, 2012, in the best interest of 
ratepayers and taxpayers, each government agency that has compensated absence 
liabilities, adopt an implementation plan to reduce each agency's compensated 
absences liability. 

City Response: The recommendation will not be implemented because it is not 
warranted, nor is it reasonable. The City currently has caps on the maximum amount of 
vacation an employee can accrue and sick leave hours that can be compensated upon 
separation of employment. When an employee reaches the maximum allowable 
vacation credit, no additional vacation credit shall be accrued until the vacation balance 
is below the maximum. 



Also included in compensated absences are sick leave benefits. Sick leave benefits are 
not vested to the employee; however, the City has a sick leave incentive program, 
which will compensate employees at a rate of 50 percent for accrued sick leave 
between a floor and ceiling amount. This incentive program is only paid upon regular 
retirement or death. 

In addition, reducing the compensated absences requires negotiations with all 
bargaining groups. 

One area that I wanted to elaborate upon is that the City has reduced the pension 
benefits for all employees hired on or after July 1, 2011, to a lower level, two-tier benefit. 
This is not reflected in the Grand Jury Report's "Exhibit 1 - Agency Plan Participation. 
By way of explanation: 

• For the Police Officer's Association, the defined benefit has been reduced from 3 
percent at 50 to 3 percent at 55 using the officer's average salary for the final 
three years of employment. Also, the officer is now required to pay the entire 
employee portion of 9 percent to the retirement fund. 

• For the Firefighter's Union Local 2020, the defined benefit has been reduced 
from 3 percent at 50 to 3 percent at 55 using the firefighter's average salary for 
the final three years of employment. Also, the firefighter is now required to pay 
the entire employee portion of 9 percent to the retirement fund. 

• For all other employees, the defined benefit has been reduced from 2.7 percent 
at 55 to 2 percent at 55 using the employee's average salary for the final three 
years of employment. Also, the employee is now required to pay the entire 
employee portion of 8 percent to the retirement fund. 

The above concludes the City's response to the Grand Jury's Report on Local 
Government Post Employment Benefits In Santa Barbara County: Complicated and 
Costly. The City respectfully submits this response to the Grand Jury and thanks you 
again for all your efforts associated with this 2010-11 Grand Jury Report. 

LARRY LAVAGNINO 
Mayor of Santa Maria 

TIM S. NESS 
City Manager 


