
 

 
CITY OF MARTINEZ CITY COUNCIL AGENDA 
 September 5, 2012 
 
 

TO: Mayor and City Council
 

FROM:    
 

Alan Shear, Assistant City Manager

SUBJECT: 
 
DATE: 

Response to Grand Jury Report: City Retirement Plans  

August 29, 2012
  

 
RECOMMENDATION: 
 
Approve and authorize signature on the attached response to the Grand Jury Report No. 1209: 
“City Retirement Plans, An Unsustainable Benefit.” 
 
BACKGROUND: 
 
Early in California’s history, the California Constitution established grand juries in each county. 
The California Penal Code includes provisions on the formation of grand juries and their powers 
and duties. With respect to public agencies, grand juries are authorized to “investigate and report 
upon the operations, accounts, and records of the officers, departments, functions, and the method 
or systems of performing the duties of any such city or joint powers agency and make such 
recommendations as it may deem proper and fit.” (Cal. Penal Code section 925a) Within 90 days 
after the grand jury submits a report regarding the operations of any public agency, the 
“governing body of the public agency shall comment to the presiding judge of the superior court 
on the findings and recommendations pertaining to matters under the control of the governing 
body…” (Cal. Penal Code section 933(c))  
 
In June, Martinez (as well as other public agencies in the County) received the attached Grand 
Jury Report No. 1209: “City Retirement Plans, An Unsustainable Benefit.”The report was not just 
addressed to Martinez, but was of a county-wide nature with certain recommendations specific to 
certain jurisdictions.  
 
Accordingly, the attached draft response is presented for the City Council’s consideration to 
transmit to the presiding judge.  
 
FISCAL IMPACT: 
 
Responding to the Grand Jury report took staff time. 
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ACTION: 
 
Motion to approve and authorize signature of the attached response. 
 
 
Attachments: 
#A) Grand Jury Letter and Report No. 1209: “City Retirement Plans, An Unsustainable Benefit.” 
#B) Martinez response to Grand Jury Report 
 
 

 
APPROVED BY:  

   City Manager 
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A REPORT BY 

THE 2011-2012 CONTRA COSTA COUNTY GRAND JURY 

725 Court Street 
Martinez, California 94553 

Report 1209 

City Retirement Plans 
An Unsustainable Benefit? 

APPROVED BY THE GRAND JURY: 

Date: May 24,201 2 

ACCEPTED FOR FILING: 

Date: 6h// 

WQ?S 4. 
LLOYD D. BELL 
GRAND JURY FOREPERSON 

&T/&- 
T. LAETTNER 



Contact: Lloyd Bell 
Foreperson 

925-957-5638 

Contra Costa County Grand Jury Report 1209 

City Retirement Plans 

An Unsustainable Benefit? 

TO: Contra Costa City Mayors and Council Members 

SUMMARY 
The cost of public agency employees' retirement benefits has become a hot-button topic. 
Increased benefits granted during good economic times are now corning back to haunt local 
governments that are struggling to maintain public services. Cities are required to spend an 
increasing portion of their limited budget dollars to meet their retirement obligations. In a 
number of instances, cities have found that the increased cost of funding retirement benefits at 
current levels requires expenditures that limit their ability to maintain services to their citizens. 

Sixteen of the cities in Contra Costa County (County) provide a defined benefit retirement plan 
to their employees and some may be facing unsustainable retirement plan costs. Some of these 
cities have made changes to their retirement plans to reduce their future costs, but a number have 
not. With or without changes, the near-term future indicates an increase in costs associated with 
retirement benefits. These costs may be of particular concern to residents of cities which have a 
large portion of their General Fund dollars committed to paying for employee retirements, which 
in some cases includes not only the cost of pensions, but life-time health-related benefits as well. 

Three cities in the County provide a defined contribution retirement plan to their employees. 
These plans tend to limit unexpected future financial exposure by capping the city's contribution 
to the retirement plans. 

In February 2012, the Governor's Twelve Point Pension Reform Plan (Governor's Pension 
Reform Plan) was released as a bill and a proposed constitutional amendment. The pension 
reform bill would take substantial steps to alter retirement benefits for new governmental 
employees, as well as eliminate some benefits for current employees. While not all aspects of 
the reform proposal may be applicable to all local governmental entities, it represents a good 
model for addressing the looming retirement obligation challenge. 

BACKGROUND 
Local governmental agencies have been experiencing difficult financial times over the past 
several years. Faced with the sharp decreases in revenue, many public agencies have had to 
reduce expenditures, resulting in loss of jobs and services. Unfortunately, some of the costs of 
doing business have not decreased, but have increased, absorbing a larger portion of the "budget 
pie" and thus reducing the funds available for public services. Public sector retirement plans 
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September 5, 2012 
 
 
 
Contra Costa Grand Jury 
Attn:  Lloyd Bell 
P. O. Box 911 
Martinez, CA 94553-0091 
 
Dear Mr. Bell: 
 
On behalf of the Martinez City Council, this letter responds to Contra Costa County Grand Jury 
Report:  “City Retirement Plans, An Unsustainable Benefit?” (Report No. 1209).  The City 
Council authorized this response at its meeting on September 5, 2012. 
 
We appreciate the time and effort that the Grand Jury spent considering these matters.  The Report 
emphasizes the Governor’s Pension Reform Plan, which has added to the public discourse on this 
subject.  However, please note that it appears that local governments have taken far more steps to 
implement the provisions in this Plan than has the State of California. 
 
Pursuant to California Penal Code Section 933.05, the City will respond to each finding and to 
each recommendation individually. 
 
Findings 
 

1. Without additional revenue, continued increases in retirement costs may result in further 
reduction of public services. 
The City agrees with the finding. 

 
2. In some cases, retirement costs consume a large portion of a city’s general fund budget, 

thus limiting funding for discretionary spending. 
The City agrees with the finding. 

 
3. Cities that have implemented lower pension formulas for new hires (Tier 2) have reduced 

their overall future pension obligations. 
The City agrees with the finding and notes that the City of Martinez implemented a 
Tier 2 for new Miscellaneous hires and for new Public Safety hires effective July 1, 
2012. 

 
4. Although CalPERS administers the defined benefit pension plans, including the investment 

programs, cities have some flexibility to control their own retirement costs. 
The City agrees with the finding. 
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5. Safety employees have significantly more generous retirement benefits than Miscellaneous 
employees, yet few cities have lowered benefits for new Safety hires. 
Based on Table 1in the Report and generally available information, the City agrees 
with the finding that public safety employees have significantly more generous 
retirement benefits than Miscellaneous employees.  The City has not conducted a 
statewide survey, but, based on Table 1 of the Report, five cities in the County had a 
Tier 2 for new public safety employees compared to eight cities with a Tier 2 for 
Miscellaneous employees.  However, as discussed below, the City of Martinez is 
implementing a Tier 2 for new hire public safety employees. 

 
6. Retiree health care may represent a significant future cost for those cities that pay for all or 

a portion of those benefits. 
The City agrees with the finding. 

 
7. Defined contribution retirement plans can be an effective way to limit both current and 

future retirement costs. 
The City agrees with the finding; although, there are legal challenges in modifying 
“vested” retirement benefits, which need to be acknowledged. 

 
8. The Governor’s Pension Reform Plan offers a good strategic model for limiting future 

retirement costs for local governments. 
The City agrees with the finding.  The Governor’s Pension Reform Plan has added to 
the public discourse on this subject.  However, please note that it appears that local 
governments have taken far more steps to implement the provisions in this plan than 
has the State of California. 

 
Recommendations 
 

1. Those cities that have not adopted a second tier with reduced pension benefits for their 
Safety employees should consider doing so. 
The recommendation has been implemented. 

 
2. Those cities that have not adopted a second tier with reduced pension benefits for their 

Miscellaneous employees should consider doing so. 
The recommendation has been implemented. 
 

3. In order to control unpredictable future expenses, cities should consider reducing or 
eliminating their financial obligation for retiree health care for future employees. This 
recommendation requires further analysis. The City will review the financial 
obligation for retiree health care for future employees as part of a potential strategy 
next time it meets and confers with bargaining units in the future.   
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4. Cities should review the key points of the Governor’s Pension Reform Plan, and consider 
incorporating its points as a long term strategy for addressing retirement costs. 
This recommendation requires further analysis.  The City will review the Plan, and 
other resources, for strategies as it meets and confers with bargaining units in the 
future.  As noted above, it appears that local governments have taken far more steps 
to implement the provisions in this Plan than has the State of California. 

 
 
Sincerely, 

 
 
 
Philip A. Vince 
City Manager  
 
c:  Mayor and City Council 
     Jeffrey Walter, City Attorney 
     Alan Shear, Assistant City Manager 
 




