
Agenda Item B.4 
CONSENT CALENDAR 

Meeting Date: August 21, 2018
 

 

TO: Mayor and Councilmembers 

FROM: Michelle Greene, City Manager 

CONTACT: Luke Rioux, Finance Director 

SUBJECT: Response to the Santa Barbara County Civil Grand Jury Report 
Regarding “Pensions in Santa Barbara County” 

RECOMMENDATION: 

A. Review staff’s recommended responses to the Santa Barbara County Civil Grand 
Jury (Grand Jury) Report regarding – “Pensions in Santa Barbara County”; and 

B. Authorize the City Manager to sign and transmit the City’s Response (Attachment 2) 
to the Presiding Judge of the Superior Court, a copy to the current impaneled Grand 
Jury, and to file a copy with the City Clerk’s Office.  

BACKGROUND: 

On June 18, 2018, the City received the Santa Barbara County Civil Grand Jury report 
entitled “Pensions in Santa Barbara County” (Attachment 1). The City Council is 
required to respond to this report within 90 days of receiving it, which provides the 
Council until September 16, 2018, to reply to the Grand Jury.  

California Penal Code 933(c) states “no later than 90 days after the grand jury submits a 
final report on the operations of any public agency subject to its reviewing authority, 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 governing body” and further states ‘‘All of these comments and reports shall 
forthwith be submitted to the presiding judge of the superior court who impaneled the 
grand jury." 

DISCUSSION: 

On June 18, 2018, the 2017-18 Santa Barbara County Civil Grand Jury issued a report 
about pension systems of nine principal public agencies in Santa Barbara County in 
response to complaints received. The report addressed the County of Santa Barbara 
Employee Retirement System (SBCERS), which is not part of the California Public 
Employee Retirement System (CalPERS) risk pool, and the eight municipal systems of 
Buellton, Carpinteria, Goleta, Guadalupe, Lompoc, Santa Maria, Santa Barbara, and 
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Solvang, which manage 32 plans within the CalPERS risk pool. Given the public 
concern about the viability of defined benefit pensions in the County, the Jury analyzed 
risks to the County and municipal pension systems over the period 2018-2047. The 
report states that the Jury reviewed: 

• The audited financial reports of the County of Santa Barbara and of the eight 
cities for various years plus related data in the public domain and as provided by 
the eight municipalities; and 

• The 2014, 2015, and 2016 CalPERS valuation reports for the 32 plans within the 
eight municipal systems, plus related data in the public domain and as provided 
by the municipal plan administrators. 

 
Six large municipal plans with high solvency risks are highlighted in the report: 
Carpinteria Safety, Lompoc Safety, City of Santa Barbara Miscellaneous, City of Santa 
Barbara Fire, City of Santa Barbara Police, and City of Santa Maria Miscellaneous. 
According to the report, these plans have 78 percent of the total of unfunded liabilities 
among the 32 municipal plans.  
 
Eighteen (18) municipal plans were at moderate solvency risks (range of 0.70 to 0.90) 
and have a weighted average 2017-18 funded ratio 0.71, which included the City of 
Goleta’s Miscellaneous and PEPRA Miscellaneous plans, with a funded ratio of 0.79 for 
miscellaneous and 0.90 for PEPRA. According to the report, these plans have 22 
percent of all unfunded liabilities.  
 
It is important to note, following the issuance of the Grand Jury report, the City received 
its latest CalPERS actuarial valuation report in August 2018.  The funded ratio for the 
Miscellaneous plan has increased to 0.82 and 0.95 for the PEPRA Miscellaneous plan. 
 
The “Pensions in Santa Barbara County” report has three findings (Findings 1, 8 and 9) 
and two recommendations (Recommendations 1 and 2) that require a response from 
the City. A draft response letter to the Grand Jury is attached (Attachment 2). Council is 
asked to review the draft response and authorize the City Manager to sign the response 
letter and transmit it to the Honorable Patricia L, Kelly, Superior Court Presiding Judge. 
 
FISCAL IMPACTS: 
 
There are no fiscal impacts to the drafting, approval and transmission of the response to 
the Grand Jury’s findings and recommendations.  
 
ALTERNATIVES: 
 
Responses are required by Penal Code 933.05. Therefore, there is no alternative to 
responding to the Grand Jury’s report. 
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Reviewed By: Legal Review By: Approved By: 
 
 
 
___________________             ___________________          ___________________     
Carmen Nichols  Michael Jenkins Michelle Greene 
Deputy City Manager City Attorney             City Manager 
        
ATTACHMENTS: 
 
1. Grand Jury Report Dated June 18, 2018 
2. Draft Response Letter to the Grand Jury 
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Attachment 1

Grand Jury Report Dated June 18, 2018
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CITY MANAGER 
Michelle Greene 
 
 

 
 

 
July 19, 2018 

 
Honorable Patricia L. Kelly 
Superior Court Presiding Judge 
County of Santa Barbara 
1100 Anacapa Street 
Santa Barbara, CA 93101 
 
RE: Response to 2017-18 Santa Barbara Civil Grand Jury Report 
Titled Pensions in Santa Barbara County. 
 
Dear Honorable Judge Kelly,  
 
The 2017-18 Santa Barbara County Civil Grand Jury recently released 
its report entitled, Pensions in Santa Barbara County. The City of 
Goleta is named as an affected agency and is required to respond to 
the applicable findings and recommendations within 90 days of the 
receipt of the report.  
 
The purpose of this letter is to provide responses from the City to 
Findings 1, 8, and 9, and Recommendations 1 and 2 contained in the 
report dated June 18, 2018. The responses to the findings and 
recommendations are as follows:   
 
FINDINGS 
 
Finding 1: 
Pension solvency risks are moderate in Buellton and Goleta; pension 
liquidity risks, as indicated by projected years of negative cash flow 
under projected CalPERS actuarial returns, are nil.  
 
Response to Finding 1: Agree.  
 
Finding 8: 
The 12 PEPRA plans in the cities of the County of Santa Barbara have 
a funded ratio of 0.90 and the 20 non-PEPRA plans have a funded ratio 
of 0.68. This is a small, but positive, sign that the PEPRA law is having 
the intended effect of strengthening the security of pension benefits in 
the County.  
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Response to Finding 8: Agree. 
 
As of June 30, 2017, the City of Goleta Miscellaneous pension plan had a funded ratio 
of 81.8%, while our PEPRA Miscellaneous plan had a funded ration of 95.0%. In the 
case of Goleta, it appears PEPRA law is having the intended effect of strengthening the 
security of pension benefits.  
 
Finding 9: 
Funded ratios of the municipal pension system in Santa Barbara County are sensitive to 
the discount rate applied by CalPERS. A cut in that rate to 6 percent, from the 2018-19 
rate of 7 percent, would push the funded ratios of several municipal system close to 0.5 
and might impose further increases in the employer’s contributions in Lompoc, in the 
City of Santa Barbara and in Santa Maria.  
 
Response to Finding 9:  Agree 
 
Goleta agrees that funded ratios of the municipal pension system in Santa Barbara 
County are sensitive to the discount rate applied by CalPERS and a cut in that rate to 6 
percent would adjust the funded ratios, and might further increase employer 
contributions in some cities.  
 
RECOMMENDATIONS 
 
Recommendation 1: 
That in view of the 12 Findings, the governments of the cities of Buellton, Carpinteria, 
Goleta, Guadalupe, Lompoc, Santa Barbara, Santa Maria and Solvang and of the 
County of Santa Barbara analyze capital spending, employer/employee contribution 
rates, staffing levels, and all existing taxes and revenue sources under their control to 
identify potential revenue gains and cost savings.  
 
Response to Recommendation 1: Has been implemented. 
 
Goleta has always conducted the fiscal analyses contained in Recommendation 1 and 
does so through the annual budget process, where capital spending, operating 
expenditures, staffing levels, all existing taxes and revenue sources are analyzed. This 
process also includes reviewing general fund reserve balances to ensure consistency 
with the City’s prudent reserve policies, as well as assessing the City’s economic 
environment, revenue streams, unanticipated expenditures, and future liabilities. The 
budget process also includes updates to the City’s five-year financial forecast for the 
general fund, adjustments to the capital improvement program (CIP) budget, and review 
and forecast of all revenues and expenditures related to the CIP. This process allows 
the City to continually make adjustments when necessary, such as utilizing other special 
revenue funds when appropriate, resulting in cost savings to the general fund and 
adoption of a structurally balanced budget. In addition, Goleta continues to utilize the 
annual lump sum prepayment option for the unfunded accrued liability as outlined in the 
CalPERS Actuarial Valuation report, resulting in additional annual savings.  
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With regard to employer/employee contribution rates, Goleta recently adopted a new 
Memorandum of Understanding (MOU) with its employee bargaining units through a 
process which included a thorough review and analysis of CalPERS 
employer/employee contribution rates in the current and future years. In an effort to 
address future cost increases to the City, the MOU included a cap on the employer 
contribution rates in effect at December 1, 2020, subject to change through negotiation.  
This will result in employees contributing more toward pension costs in the future.  
 
Goleta also continues to look to other potential revenue enhancements, including 
updating its investment program, ongoing sales tax audits, and applying for grants to 
fund capital projects and special programs. The City also plans to conduct a transient 
occupancy tax audit, to ensure revenues are being appropriately collected and remitted.  
In addition, Goleta is currently conducting a city-wide user fee study and updated 
development impact fee (DIF) nexus study. The user fee study will determine whether 
the City’s fees are recovering the costs of services provided and also identify potential 
other fees the City should be collecting. The DIF nexus study will provide an update to 
our current impact fees that provide a mechanism for new development projects to 
contribute financially to the one-time cost of improving and expanding infrastructure and 
facilities.  
 
Recommendation 2: 
That the governments of the cities of Buellton, Carpinteria, Goleta, Guadalupe, Lompoc, 
Santa Barbara, Santa Maria, and Solvang and the County of Santa Barbara issue public 
reports, to be discussed at open sessions of their respective governing bodies, on the 
potential revenue gain and cost-saving measures that may be necessary to ensure 
continued adequate funding of their pension plans.  
 
Response to Recommendation 2: Has been implemented. 
 
City of Goleta has long been aware of the importance of cost-saving measures and the 
need to reduce the City’s pension liabilities. As early as June of 2011, before PEPRA 
took effect in January of 2013, the Council received a public report on pension cost-
sharing options, and voted to require employees to pay their full 7% Employee share of 
pension costs.  
 
In addition, the City provides public reports and review of City finances and pension 
information at City Council and Finance and Audit Standing Committee meetings on an 
ongoing basis. This includes pension information discussed annually by the City’s 
external auditors when reviewing the Comprehensive Annual Financial Report (CAFR) 
and during the budget adoption process that includes rising pension cost information 
due to changes in the CalPERS discount rate. Included in the annual budget document 
is an updated five-year forecast that accounts for these increases. Based on the five-
year forecast, the City is able to absorb these costs under our conservative financial 
projections and maintain a structurally balanced budget, but at the same time has 
continued its efforts to minimize the impacts of these rising costs. Reports to Council 
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and the Finance and Audit Standing Committee, the CAFR and budget documents are 
all public documents and are posted on the City’s website.  
 
In addition, on a quarterly basis, City Council receives a presentation and financial 
report that compares budgeted amounts to actual expenditures and revenues to date. 
Included in this quarterly financial report are the review of General Fund reserves, which 
has a category related to pension unfunded accrued liability (UAL). At year-end, overall 
total revenues and expenditures are reviewed and any savings are recommended to 
reserve categories, which may include additional contributions to the City’s pension UAL 
reserve account. A UAL funding policy and strategy is under development and will be 
recommended for adoption by City Council. 
 
Goleta’s Finance and Audit Standing Committee also has discussed rising pension 
costs and liabilities, and has received presentations on this subject. These discussions 
included: 1) establishing a possible Section 115 trust for pensions to use as a tool for 
pension budgeting; 2) a presentation on software that will assist with pension liability 
forecasting; 3) changing the current amortization schedule for maximized interest 
savings; and, 4) reviewing reserve policies to set aside additional funding for pension 
UAL. In regard to the amortization schedule, Goleta staff has been in contact with its 
CalPERS pension actuary and is looking further into changing the amortization 
schedule for its pension UAL from 30 years to 20 or 15 years, and will continue its 
discussion with the Finance Committee and the City Council. All options and 
combination of options will be compared and analyzed, to see what may be most 
advantageous for Goleta, while allowing for flexibility and responsiveness to changes in 
the economic environment and maintaining a balanced budget.  
 
Conclusion 
 
The City of Goleta appreciates the opportunity to provide detailed responses to the 
Grand Jury’s findings and recommendations. Addressing the unfunded liabilities of 
public pensions is critical. CalPERS’ decision to lower the discount rate as a way to 
reduce volatility presented a fiscal challenge all participating agencies must face over 
the next five to eight years. The City of Goleta is in good financial condition, and has a 
record of sound budgeting and fiscal prudence, which, combined with the proactive 
steps we are taking to reduce our UAL, will allow the City to address the challenge of 
increasing pension costs successfully. 
 
If you have any questions please contact me at (805) 961-7501. 
Sincerely, 
Michelle Greene 
City Manager 
 
 
cc: Santa Barbara County Grand Jury 
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