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Be Courteous - TURN OFF your cell phones and pagers while the meeting is in session. 
 
5:30 – 7:00 P.M. –  PENSION REFORM STUDY SESSION 
 
SS-1:  Pensions Study Session (City Manager/Assistant City Manager) 
 
7:00 P.M. – REGULAR CONCURRENT MEETINGS 
 
CALL TO ORDER & PLEDGE OF ALLEGIANCE 
ROLL CALL (Rouse, Brown, Gallian, Barbose, Sanders) 
 
1. COMMENTS FROM THE PUBLIC 
At this time, members of the public may comment on any item not appearing on the agenda.  It is recommended 
that you keep your comments to three minutes or less.  Under State Law, matters presented under this item 
cannot be discussed or acted upon by the City Council at this time.  For items appearing on the agenda, the 
public will be invited to make comments at the time the item comes up for Council consideration.  Upon being 
acknowledged by the Mayor, please step to the podium and speak into the microphone.  Begin by stating and 
spelling your name. 
 
2. COUNCILMEMBERS’ COMMENTS AND ANNOUNCEMENTS 
 
Item 2A: Councilmembers’ Comments and Announcements  
 
3. CITY MANAGER COMMENTS AND ANNOUNCEMENTS INCLUDING ANNOUNCEMENTS 

FROM SUCCESSOR AGENCY STAFF 
 
4. PRESENTATIONS 
 
Item 4A: Proclamation declaring March 2012 as Big Read Sonoma County Month. 
 
5. CONSENT CALENDAR/AGENDA ORDER – CITY COUNCIL 
All items listed on the Consent Calendar are considered to be routine and will be acted upon by a single motion.  
There will be no separate discussion of these items unless members of the Council, staff, or public request 
specific items to be removed for separate action.  At this time Council may decide to change the order of the 
agenda. 
 

SPECIAL AND REGULAR MEETINGS OF THE 
SONOMA CITY COUNCIL 

& 
CONCURRENT REGULAR MEETING OF SONOMA 
CITY COUNCIL AS THE SUCCESSOR AGENCY TO 

THE DISSOLVED SONOMA COMMUNITY 
DEVELOPMENT AGENCY 

 
February 22, 2012 

5:30 – 7:00 P.M. Special Meeting 
7:00 P.M. – Regular Meetings 

 
Community Meeting Room 

177 First Street West, Sonoma CA 95476 
 

City Council 
Joanne Sanders, Mayor 
Ken Brown, Mayor Pro Tem 
Steve Barbose 
Laurie Gallian 
Tom Rouse  
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Item 5A: Waive Further reading and Authorize Introduction and/or Adoption of Ordinances 
by Title Only.  (Standard procedural action - no backup information provided) 

 
Item 5B: Approval of the Minutes of the November 21, 2011, December 5, 2011, and 

February 6, 2012 City Council / CDA Meetings. 
  Staff Recommendation:  Approve the minutes. 
 
Item 5C: Approve the Assignment, Novation and Consent Agreement with GHD Inc.  

and Winzler & Kelly Consulting Engineers for City Engineering Services.  
(City Manager) 

  Staff Recommendation:  Approve the Agreement with GHD Inc. and Winzler & Kelly 
Consulting Engineers and authorize City Manager to execute the agreement. 

   
Item 5D: Approval of Fee Agreement Letter with Rutan & Tucker LLP as Special Counsel 

to the City of Sonoma. (City Manager)  
 Staff Recommendation:  Approve Agreement and authorize City Manager to execute 

the agreement. 
 
Item 5E: Ratification Action of City Council from January 18, 2012 by approving the 

Resolution for a Refuse Rate Increase and Related Program Elements. (Assistant 
City Manager/City Attorney) 

  Staff Recommendation:  Approve resolution ratifying action from January 18, 2012. 
 
Item 5F: Adoption of Amendments to the Sonoma Municipal Code Establishing New and 

Modified Regulations Addressing Live Music Performances and Special Events. 
(Planning Director) 

  Staff Recommendation:  Adopt the music license/special events ordinance, as 
previously amended by the City Council. 

 
Item 5G: Resolution Designating the City of Sonoma as Co-Applicant and Authorizing the 

Sonoma Ecology Center (SEC) to Apply for a Sonoma County Agricultural 
Preservation and Open Space District Grant for Improvements to Sonoma 
Garden Park. (Planning Director) 

  Staff Recommendation:  Adopt resolution authorizing the SEC to proceed with an 
application for the District’s 2012 Matching Grant Program with the City designated as 
co-applicant. 

 
Item 5H: Adoption of a Resolution Adopting Rosenberg’s Rules of Order for Official, 

Noticed, Public Meetings of the City Planning Commission, Design Review 
Commission, Community Services and Environment Commission and Cultural 
and Fine Arts Commission. (City Manager) 

  Staff Recommendation:  Adopt resolution. 
 
Item 5I: Approval of City Co-Sponsorship of a Customer Service Training Event, 

partnering with the Sonoma Valley Visitors Bureau, at No Cost to the City.  
  (City Manager) 
  Staff Recommendation:  Approval of no-cost co-sponsorship, allowing the City of 

Sonoma logo to be used on promotional materials. 
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6. CONSENT CALENDAR/AGENDA ORDER – CITY COUNCIL AS SUCCESSOR AGENCY 
All items listed on the Consent Calendar are considered to be routine and will be acted upon by a single motion.  
There will be no separate discussion of these items unless members of the Council, staff, or public request 
specific items to be removed for separate action.  At this time Council may decide to change the order of the 
agenda. 
 
Item 6A: Approval of the Minutes of the November 21, 2011, December 5, 2011, and 

February 6, 2012 City Council / CDA Meetings. 
  Staff Recommendation:  Approve the minutes. 
 
Item 6B: Approval of Fee Agreement Letter with Rutan & Tucker LP as Special Counsel to 

the City of Sonoma as Successor Agency. (City Manager) 
  Staff Recommendation:  Approve Agreement and authorize City Manager to execute 

the agreement. 
 
7. PUBLIC HEARING 
 
Item 7A: Public Hearing and Discussion, Consideration and Possible Adoption of 

Resolution Establishing a Fee for Newsrack Permits. (Economic Development 
Manager/City Manager) 

  Staff Recommendation:  Hold public hearing and adopt Resolution establishing a new 
fee for newsrack permits. 

 
8. REGULAR CALENDAR – CITY COUNCIL 
(Matters requiring discussion and/or action by the Council) 
 
Item 8A: Mid-Year Budget Review – FY 2011-12.  (Assistant City Manager) 
  Staff Recommendation:  Accept report. 
 
Item 8B: Discussion, Consideration and Possible Direction to Staff Regarding City Budget 

Following the Dissolution of Redevelopment and Loss of Redevelopment 
funding as of February 1, 2012, including Consideration of Revenue 
Enhancement Options.  (City Manager/Assistant City Manager) 

  Staff Recommendation:  Discuss, consider and provide direction to staff regarding 
budget and revenue options. 

 
Item 8C: Discussion, Consideration and Possible Action Authorizing the Mayor to Sign a 

Letter of Support on Behalf of the City Council for the Reintroduction of HR 192, 
The Gulf of the Farallones and Cordell Bank National Marine Sanctuaries 
Boundary Modification and Protection Act (Woolsey), Requested by Mayor Pro 
Tem Brown.  (City Manager) 

  Staff Recommendation:  Council discretion. 
 
9. REGULAR CALENDAR – CITY COUNCIL AS SUCCESSOR AGENCY TO DISSOLVED 

SONOMA COMMUNITY DEVELOPMENT AGENCY 
(Matters requiring discussion and/or action by the Council) 
 
No items scheduled. 
 
10. COMMENTS FROM THE PUBLIC  
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11. COUNCILMEMBERS’ REPORTS AND FINAL REMARKS 
 
Item 11A: Reports Regarding Committee Activities. 
 
Item 11B: Final Councilmembers’ Remarks. 
 
12. PUBLIC COMMENTS REGARDING CLOSED SESSION  
 Public testimony on closed session item(s) only. 
 
13. CLOSED SESSION  
 
Item 13A: CONFERENCE WITH REAL PROPERTY NEGOTIATORS, pursuant to Government 

Code §54956.8.  Property: Sebastiani Theater, 476 First Street East, Sonoma.  Agency 
Negotiators:  Councilmember Barbose, City Attorney Walter & City Manager Kelly.  
Negotiating Parties: Sebastiani Building Investors, Inc.  Under Negotiation:  Price and 
terms of lease. 

 
14. RECONVENE IN OPEN SESSION & REPORT ON CLOSED SESSION 
 
15. ADJOURNMENT 
 
I do hereby certify that a copy of the foregoing agenda was posted on the City Hall bulletin board on           
February 17, 2012.    
 
ROBIN EVANS, DEPUTY CITY CLERK 
 
Copies of all staff reports and documents subject to disclosure that relate to any item of 
business referred to on the agenda are available for public inspection the Monday before each 
regularly scheduled meeting at City Hall, located at No. 1 The Plaza, Sonoma CA.  Any 
documents subject to disclosure that are provided to all, or a majority of all, of the members of 
the City Council regarding any item on this agenda after the agenda has been distributed will 
be made available for inspection at the City Clerk’s office, No. 1 The Plaza, Sonoma CA during 
regular business hours. 
 
If you challenge the action of the City Council in court, you may be limited to raising only 
those issues you or someone else raised at the public hearing described on the agenda, or in 
written correspondence delivered to the City Clerk, at or prior to the public hearing. 
 
In accordance with the Americans With Disabilities Act, if you need special assistance to 
participate in this meeting, please contact the City Clerk (707) 933-2216. Notification 48-hours 
before the meeting will enable the City to make reasonable arrangements to ensure 
accessibility to this meeting.  



 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
SS-1 
 
2/22/12 

 
Department 

Administration 
Staff Contact  

Linda Kelly, City Manager 
Carol Giovanatto, Assistant City Manager 

Agenda Item Title 
Pensions Study Session 

Summary 
In August 2011, Council directed a Study Session be held on the issue of Public Employee Pension 
Reform.  Due to the significant workload related to redevelopment dissolution, the work study 
session was delayed until February.  Staff has worked diligently to identify presenters and issues for 
this work study in order to give the Council a balanced presentation.  The study session will be 
structured as follows: 

1. Presentation by Barbara Ware, CalPERS Actuarial 
2. Staff review of Governor Browns proposed 12-point pension reform legislation  
3. Staff presentation on Pension Obligation Bonds 

 
Recommended Council Action 

Review and discussion. 
Alternative Actions 

 
Financial Impact 

N/A 
Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Governor Brown’s 12-point proposed pension reform legislation 
Informational report – Pension Obligation Bond 
Pension Reform Action Plan, City Manager’s Department of the League, June 10, 2011 
CalPERS Publication – Elected Officials Handbook on Employee Pensions 
 

cc: 
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Twelve Point Pension Reform Plan 
 

October 27, 2011 
 

The pension reform plan I am proposing will apply to all California state, local, school and other 
public employers, new public employees, and current employees as legally permissible.  It also 
will begin to reduce the taxpayer burden for state retiree health care costs and will put California 
on a more sustainable path to providing fair public retirement benefits. 

1. Equal Sharing of Pension Costs:  All Employees and Employers  

While many public employees make some contribution to their retirement – state employees 
contribute at least 8 percent of their salaries – some make none.  Their employers pay the full 
amount of the annual cost of their pension benefits.  The funding of annual normal pension costs 
should be shared equally by employees and employers.    

My plan will require that all new and current employees transition to a contribution level of at 
least 50 percent of the annual cost of their pension benefits.  Given the different levels of 
employee contributions, the move to a contribution level of at least 50 percent will be phased in 
at a pace that takes into account current contribution levels, current contracts and the collective 
bargaining process.   

Regardless of pacing, this change delivers real near-term savings to public employers, who will 
see their share of annual employee pension costs decline.  

2.  “Hybrid” Risk-Sharing Pension Plan:  New Employees 

Most public employers provide employees with a defined benefit pension plan.  The employer 
(and ultimately the taxpayer) guarantees annual pension benefits and bears all of the risk of 
investment losses under those plans.  Most private sector employers, and some public employers, 
offer only 401(k)-type defined contribution plans that place the entire risk of loss on investments 
on employees and deliver no guaranteed benefit.   

I believe that all public employees should have a pension plan that strikes a fair balance between 
a guaranteed benefit and a benefit subject to investment risk.  The “hybrid” plan I am proposing 
will include a reduced defined benefit component and a defined contribution component that will 
be managed professionally to reduce the risk of employee investment loss.  The hybrid plan will 
combine those two components with Social Security and envisions payment of an annual 
retirement benefit that replaces 75 percent of an employee’s salary.  That 75 percent target will 
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be based on a full career of 30 years for safety employees, and 35 years for non-safety 
employees.  The defined benefit component, the defined contribution component, and Social 
Security should make up roughly equal portions of the targeted retirement income level.   For 
employees who don’t participate in Social Security, the goal will be that the defined benefit 
component will make up two-thirds, and the defined contribution component will make up the 
remaining one-third, of the targeted retirement benefit. 

The State Department of Finance will study and design hybrid plans for safety and non-safety 
employees, and will fashion a cap on the defined benefit portion of the plans to ensure that 
employers do not bear an unreasonable liability for high-income earners.  

3. Increase Retirement Ages:  New Employees 

Over time, enriched retirement formulas have allowed employees to retire at ever-earlier ages.  
Many non-safety employees may now retire at age 55, and many safety employees may retire at 
age 50, with full retirement benefits.  As a consequence, employers have been required to pay for 
benefits over longer and longer periods of time.   

The retirement age for non-safety workers in 1932, when the state created its retirement system, 
was 65.  The retirement age for a state highway patrol officer in 1935 was 60.  The life 
expectancy of a twenty-year old who began working at that time was mid-to-late 60s, meaning 
that life expectancy beyond retirement was a relatively short period of time. Now with a growing 
life expectancy, pensions will pay out not just for a few years, but for several decades, requiring 
public employers to pay pension benefits over much longer periods of time.  Under current 
conditions, many years can separate retirement age from the age when an employee actually 
stops working.  No one anticipated that retirement benefits would be paid to those working 
second careers.   

We have to align retirement ages with actual working years and life expectancy.  Under my plan, 
all new public employees will work to a later age to qualify for full retirement benefits.  For most 
new employees, retirement ages will be set at the Social Security retirement age, which is now 
67.  The retirement age for new safety employees will be less than 67, but commensurate with 
the ability of those employees to perform their jobs in a way that protects public safety. 

Raising the retirement age will reduce the amount of time retirement benefits must be paid and 
will significantly reduce retiree health care premium costs.  Employees will have fewer, if any, 
years between retirement and reaching the age of Medicare eligibility, when a substantial portion 
of retiree health care costs shift to the federal government under Medicare.  

4. Require Three-Year Final Compensation to Stop Spiking:  New Employees   

Pension benefits for some public employees are still calculated based on a single year of “final 
compensation.”  That one-year rule encourages games and gimmicks in the last year of 
employment that artificially increase the compensation used to determine pension benefits.  My 
plan will require that final compensation be defined, as it is now for new state employees, as the 
highest average annual compensation over a three-year period.   
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5. Calculate Benefits Based on Regular, Recurring Pay to Stop Spiking:  New Employees   

Where not controlled, pension benefits can be manipulated by supplementing salaries with 
special bonuses, unused vacation time, excessive overtime and other pay perks.  My plan will 
require that compensation be defined as the normal rate of base pay, excluding special bonuses, 
unplanned overtime, payouts for unused vacation or sick leave, and other pay perks.   

6. Limit Post-Retirement Employment:  All Employees   

Retirement with a pension should not translate into retiring on a Friday, returning to full-time 
work the following Monday, and collecting a pension and a salary. Retired employees often have 
experience that can deliver real value to public employers, though, so striking a reasonable 
balance in limiting post-retirement employment is appropriate.  Most employees who retire from 
state service, and from other CalPERS member agencies, are currently limited to working 960 
hours per year for a public employer, and do not earn any additional retirement benefits for that 
work.  My plan will limit all employees who retire from public service to working 960 hours or 
120 days per year for a public employer.  It also will prohibit all retired employees who serve on 
public boards and commissions from earning any retirement benefits for that service. 

7. Felons Forfeit Pension Benefits:  All Employees   

Although infrequent, recent examples of public officials committing crimes in the course of their 
public duties have exposed the difficulty of cutting off pension benefits those officials earned 
during the course of that criminal conduct.  My plan will require that public officials and 
employees forfeit pension and related benefits if they are convicted of a felony in carrying out 
official duties, in seeking an elected office or appointment, or in connection with obtaining salary 
or pension benefits. 

8. Prohibit Retroactive Pension Increases:  All Employees   

In the past, a number of public employers applied pension benefit enhancements like earlier 
retirement and increased benefit amounts to work already performed by current employees and 
retirees.  Of course, neither employee nor employer pension contributions for those past years of 
work accounted for those increased benefits. As a result, billions of dollars in unfunded liabilities 
continue to plague the system.  My plan will ban this irresponsible practice. 

9. Prohibit Pension Holidays:  All Employees and Employers   

During the boom years on Wall Street, when unsustainable investment returns supported “fully-
funded” pension plans, many public employers stopped making annual pension contributions and 
gave employees a similar pass.  The failure to make annual contributions left pension plans in a 
significantly weakened position following the recent market collapse.  My plan will prohibit all 
employers from suspending employer and/or employee contributions necessary to fund annual 
pension costs. 
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10. Prohibit Purchases of Service Credit:  All Employees   

Many pension systems allow employees to buy “airtime,” additional retirement service credit for 
time not actually worked.  When an employee buys airtime, the public employer assumes the full 
risk of delivering retirement income based on those years of purchased service credit.  Pensions 
are intended to provide retirement stability for time actually worked.  Employers, and ultimately 
taxpayers, should not bear the burden of guaranteeing the additional employee investment risk 
that comes with airtime purchases.  My plan will prohibit them. 

11. Increase Pension Board Independence and Expertise 

In the past, the lack of independence and financial sophistication on public retirement boards has 
contributed to unaffordable pension benefit increases. Retirement boards need members with real 
independence and sophistication to ensure that retirement funds deliver promised retirement 
benefits over the long haul without exposing taxpayers to large unfunded liabilities.   

As a starting point, my plan will add two independent, public members with financial expertise 
to the CalPERS Board.  “Independence” means that neither the board member nor anyone in the 
board member’s family, who is a CalPERS member, is eligible to receive a pension from the 
CalPERS system, is a member of an organization that represents employees eligible to or who 
receive a pension from the CalPERS system, or has any material financial interest in an entity 
that contracts with CalPERS.  My plan also will replace the State Personnel Board representative 
on the CalPERS board with the Director of the California Department of Finance. 

True independence and expertise may require more.  And while my plan starts with changes to 
the CalPERS board, government entities that control other public retirement boards should make 
similar changes to those boards to achieve greater independence and greater sophistication. 

12. Reduce Retiree Health Care Costs:  State Employees 

The state and the nation have seen the costs of health care skyrocket.  The state’s retiree health 
care premium costs have increased by more than 60 percent in the last five years and will almost 
double over ten years.  This approach has to change. 

My plan will reduce the taxpayer burden for health care premium costs by requiring more state 
service to become eligible for health care benefits at retirement.  New state employees will be 
required to work for 15 years to become eligible for the state to pay a portion of their retiree 
health care premiums.  They will be required to work for 25 years to become eligible for the 
maximum state contribution to those premiums.  My plan also will change the anomaly of 
retirees paying less for health care premiums than current employees.   

Contrary to current practice, rules requiring all retirees to look to Medicare to the fullest extent 
possible when they become eligible will be fully enforced.  

Local governments should make similar changes. 



 

CITY OF SONOMA PENSION OBLIGATION 
 
Since 1968, the City has contracted with the California Public Employees Retirement 
System (CalPERS) to provide retirement benefits for all full-time sworn public safety 
employees (Safety Plan) and for all other full-time employees (Miscellaneous Plan). 
As part of the contract, the City is obligated to pay any unfunded accrued actuarial liability 
(UAAL).  This is the amount by which CalPERS is short of the amount that will be 
necessary, to pay benefits already earned by current and former employees covered by 
CalPERS.  In 2003 CalPERS created a risk pooling approach for smaller agencies [less 
than 100 employees] to reduce the volatility of employer contribution rates.  The City’s 
UAAL is placed in a “side fund” to amortize each agency’s June 30, 2003 unfunded liability 
over a fixed term at a fixed interest rate.  The “side fund” is credited on an annual basis 
with the actuarial investment return assumption determined by CalPERS which is currently 
7.75%.  When the actual investment earnings of CalPERS fails to meet the projected 
7.75% the unrecognized earnings are posted as a loss.   
 
Current CalPERS data reflects the City’s unfunded liability by category as follows: 
 
 Safety/Police        $   431,219 
 Safety/Fire        $1,676,768 
 Miscellaneous      $   886,908 
                            $ 2,994,895 
 
Both Safety classifications have been suspended due to the outsourcing of Police and Fire 
Services.  The unfunded liability has been frozen since the City contracted the service to 
the Sheriff’s Department.  CalPERS has billed the City for an amortized paydown of the 
liability since 2005 at approximately $100,000 per year.  The UAAL for the Safety/Police 
category should be eliminated in approximately 4 years.  This will be the same process 
that will be undertaken with the Safety/Fire classification for liability up to the effective date 
of the Contract for Fire Services with Valley of the Moon Fire District.  While the base will 
be frozen and no further liability incurred, an annual payment will be required to be made 
by the City to pay down the UAAL for Fire employees. 
 

PENSION OBLIGATION BONDS 
 
A method of fulfilling the City’s existing obligation to CalPERS in a more cost-effective 
manner is for the City to issue pension obligation bonds [POBs] at a lower interest rate 
than the current obligation to CalPERS.  This does not create a new obligation for the City, 
rather refinances an existing obligation to CalPERS in much the same manner as other 
City bonds.  The POBs would pay off the “side fund” and therefore would not be subject to 
the investment losses realized by CalPERS.  For informational purposes only, staff 
contacted a financial management firm to determine the estimated calculation for issuance 
of POB’s by the City of Sonoma.  A summary of the information is shown in the chart 
below based on a 10-year amortization schedule. 
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SIDE FUND PAY-OFF $2,994,895 
COST OF ISSUANCE OF BONDS [COI] $96,105 
INTEREST COST/RATE 5.70% 
TOTAL FINANCING [SIDE FUND + COI] $3,091,000 
TOTAL SAVINGS OVER 10 YEAR PERIOD $292,605 
AVERAGE SAVINGS PER YEAR $29,260 

 
These are estimated amounts and subject to change based on market conditions at the 
time of pricing. The cost of issuance is normally included in the total financing so no out of 
pocket expense is incurred. 
 
POB ISSUANCE PROCEDURES:  Issuance of pension bonds requires an additional step 
in the normal bonding process called a “validation process” in the local Superior Court.  
The City Council provides authorization to issue the bonds and then files the court action 
of validation.  This validation requires publicly noticing the City’s intent to issue bonds to 
refund its existing CalPERS obligation.  If there is no challenge the validation is ratified by 
the Superior Court typically within 90 days of filing and the bonding process can continue. 
 
There are pros/con arguments to be made when considering the issuance of POBs.  The 
following table reflects the major areas: 
 

PRO CON 
Interest rate is less than CalPERS rate.  
Savings are realized through lower 
interest rate 

CalPERS rate is an adjustable rate 
obligation.  CalPERS could lower 
assumption. 

10-year amortization period establishes 
the savings opportunity 

POBs are subject to market conditions.  An 
increase in interest rates prior to issuance of 
bonds would reduce savings to City. 

UAAL is frozen at refinancing; CalPERS 
obligation defeased 

CalPERS investments could should show a 
higher investment rate than POB’s based 
on investment portfolio. 

Creates cash flow annual savings Cost to issue POB’s estimated at 
approximately $100,000 
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PENSION REFORM ACTION PLAN 
City Manager’s Department 

June 10, 2011 
 
This report to the League of California Cities Employee Relations and Revenue and Taxation 
Policy Committees and the Board of Directors is designed to address the League’s 2011 Strategic 
Goal related to Pension Sustainability by providing information and recommendations that may 
be of assistance toward meeting the competing challenges of maintaining high-quality public 
services while providing fair and reasonable pensions for employees.  
 

THE PROBLEM  

Pension costs for many California municipalities continue to increase, threatening the delivery of 
basic public services, compromising general fund budgets, and indeed, posing a long-term fiscal 
challenge to the State itself. A former CaIPERS actuary warned that by 2014 it will be common 
for local governments to budget 50% of a police officer’s salary, 40% of a fire fighter’s salary 
and 25% of a miscellaneous employee’s salary for their pensions; contributions that are fiscally 
unsustainable.  Many cities face 25% or more increases in pension contribution costs in the next 
three years and those rates are likely to remain high for a decade or more. 
 Causes of the problem include: 

1. Large losses on pension investments due to the Great Recession. 
2. Enhanced benefit formulas granted after 1999 (SB400/AB616). 
3. Increased life span of retired employees. 

 

A PRINCIPLED APPROACH  

Public retirement systems should provide fair benefits for career employees, and: 
1. Recognize the value of attracting and retaining high performing public employees to 

design and deliver vital public services to local communities. 
2. Recognize and support the value of a dependable, sustainable, employer provided 

Defined Benefits Plan (DBP) for career employees; supplemented with other retirement 
options including personal savings (e.g. 457 Plan). 
 

3. Public pension costs should be shared by employees and employers (taxpayers). 
4. Be portable across all public agencies to sustain a competent cadre of California public 

servants. 
 

STAGES OF A SOLUTION  

Many of the steps below can, are, and should be taken locally and immediately, as part of the 
collective bargaining process to move local pension costs in a more sustainable direction.  
Further, State action is necessary to return the PERS (or other state-authorized pension systems) 
to a more sustainable framework. Many of the actions below are and will be presented to the 
State Legislature for enactment. We believe the League of California Cities should engage the 
unions, Legislature, and Governor in the legislative process to formally change the structure of 
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PERS thus protecting the fiscal integrity of cities and PERS retirement for public employees. 
This could include jointly sponsoring an initiative if legislative change is insufficient. 
 
 

ACTIONS CITIES CAN AND ARE TAKING NOW AT THE COLLECTIVE 
BARGAINING TABLE TO REDUCE COSTS  

1. Have employees pay the employee’s share of PERS costs: 7-8% for miscellaneous 
employees and 8-9% for safety employees.  

2. Provide a two-tier retirement system with new hires being placed in a reduced benefit 
tier. 

3. Allow employees to pick-up a portion of the employer’s PERS costs up to PERS limits 
through negotiation to better share the normal costs of pensions.  

4. Base final retirement salary on the three highest years worked.  
5. Eliminate the PERS contract option of including Employer Paid Member Contribution 

(EPMC) in the calculation of an employee’s base pay for retirement purposes.  
 

A City Managers Department survey in February 2011 indicates one in five cities responding to 
the survey have implemented a second tier for new hires. Further, the majority of cities surveyed 
(61%) are currently negotiating pension reforms. 
 

ACTIONS NEEDED FROM THE STATE TO RESTORE THE SUSTAINABILITY OF 
PENSION PROGRAMS  

Courts have held that current and former local government employees have rights to the pensions 
promised them at hiring. As such, the following recommendations most likely would not pertain 
to former employees or the prospective benefits of current employees. 
 
A Defined Benefit Plan is the most effective vehicle to accumulate and distribute pension 
benefits and is the preferred retirement system for municipal employees. According to staff of 
the National Institute of Retirement Security, dollar for dollar, a Defined Benefit Plan yields 
considerably more (46%) retirement savings than a Defined Contribution Plan.   
 
The subsequent action items can be considered individually or in combination to improve the 
sustainability of PERS, thus, re-designing a system that will contribute to safeguarding public 
pensions. The following recommendations, with support from labor, would level the field on a 
statewide basis and lead to a maintainable PERS for public employees.  
 

1. Repeal SB400/AB616 returning to more sustainable PERS benefit formulas of 2% at 60 
for miscellaneous employees and 2% at 55 for safety employees.  

2. Have PERS provide more formula choices with lower benefit local options. 
3. Base final retirement salary on three highest paid years worked. 
4. Prohibit enhancing the second tier pension formulas for twenty years. 
5. Calculate benefits only on base salary eliminating all “spiking.” No overtime, vacation or 

sick leave included in the pension calculation. 
6. Eliminating the purchase of “air time” (purchase of time not served). 
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7. Eliminate the availability of Employer Paid Member Contribution (EPMC). 
8. Require employees to pay the employees share of PERS (e.g. 7-8% for miscellaneous 

employees and 8-9% for safety employees.) 
9. Remove caps on the percentages employees can pay for the total cost of PERS programs. 

 
 

10. Give Government agencies through the collective bargaining process the option to extend 
retirement ages for miscellaneous employees up to social security retirement ages. Seek 
minimum (floor) retirement age of 60 for miscellaneous employees and 55 for safety 
employees before earning full retirement benefits. 

11. Prohibit retroactive pension increases. 
12. Meet any retirement needs for part-time employees with alternatives to a Defined Benefit 

Plan. 
13. Delete the 1,000 hours rule for part-time employee mandatory enrollment in CalPERS. 
14. Prohibit employees and employers from taking contribution “holidays.” 
15. Provide employers with a hybrid pension system option that caps the Defined Benefit 

PERS pension at an annual maximum retiree benefit equal to 70% of the retiring 
employees’ eligible base pay (determined by averaging the 3 highest year’s pay) and 
supplement the DBP with a risk managed PERS defined contribution plan. A DCP should 
integrate with a DBP not, as some pension revision plans suggest, substitute for it. 
  
 

ADDITIONAL STEPS THAT APPEAR NECESSARY TO RESTORE PERS TO 
SUSTAINABILITY AND PROVIDE TRANSPARENCY  

1. Pension sustainability cannot be fully achieved without addressing the benefits of both 
current and future employees. After a detailed legal review and to the extent permitted by 
federal and state law, a well-designed State Constitutional Amendment is needed for 
prospective retirement formula reductions and incremental retirement age increases for 
current employees to guarantee their already accrued earned benefits, while making the 
plan sustainable, affordable and market competitive on a going-forward basis. The 
amendment should also include a risk-managed PERS Defined Contribution Plan for 
public agencies.  

2. The PERS Board needs to be restructured with a substantial increase in independent 
public members (preferably with financial expertise) to ensure greater representation of 
tax payer interests with regard to public pension decisions.  

3. Set uniform standards and definitions for disability benefits and evaluate the level of 
benefit that is considered as tax exempt. The tax exempt portion should either be 
eliminated or allowed on a proportional basis to the severity of the disability. 

4. If the above reforms prove unfeasible or ineffective, consider a standard public employee 
pension system where one benefit level is offered to every employee as a further option 
to restore sustainability to PERS.  

5. While not addressed in this paper, Other Post-Employment Benefits (OPEB), such as 
retiree health care, represents another unfunded liability for many local agencies and 
must be addressed through comprehensive reform measures. 
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6. Develop a program with the State to ensure that pension programs offered by localities 
are fully transparent, and that professional actuarial evaluations of unfunded components 
of OPEB’s and Pension Plans are completed.  

7. To the extent permitted by federal and state law prohibit payment of pension benefits to a 
public employee convicted of a felony related to fraudulently enhancing those benefits. 

 

While pension reform is a primary fiscal challenge facing local agencies, it represents but one of 
several financial challenges that, when combined, represent a “Perfect Storm” that is leading to 
the insidious erosion of fiscal solvency of local governments.  While some changes may take 
years, delay in dealing with the problem, only makes the situation worse. 
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ABOUT CalPERS  
       

OVERVIEW 
 

The California Public Employees’ Retirement System (CalPERS) is the nation’s largest 
state public pension fund with assets of approximately $226 billion as of December 31, 
2010. Headquartered in Sacramento, California, CalPERS administers retirement and 
health benefits for more than 1.6 million State and local public employees, retirees and 
their families. CalPERS serves the State of California and more than 3,000 contracting 
public agencies and school districts.  
 

CalPERS MISSION 
 

CalPERS mission is to advance the financial and health security for all who participate 
in the System. CalPERS fulfills this mission by creating and maintaining an 
environment that produces responsiveness to all those CalPERS serves. 
 

BOARD OF ADMINISTRATION 
 
CalPERS is administered by a 13-member Board of Administration that is 
representative of our constituents. The Board consists of six member-elected, three 
appointed, and four ex officio members. The Board has a fiduciary responsibility to 
maximize investment returns and minimize employer contributions. The California 
Constitution was amended in 1992 to provide the CalPERS Board with exclusive 
authority for the System’s administration and investment of assets. 
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In addition to the CalPERS defined benefit plan (CalPERS DB Plan) and health 
program, we also administer the CalPERS Supplemental Income 457 Plan, the 
Supplemental Contributions Program, the State Peace Officers’ and Firefighters’ 
Supplemental Plan, the California Employers’ Retiree Benefit Trust, the CalPERS 
Long-Term Care Program, the Judges’ Retirement System, the Judges’ Retirement 
System II, and the Legislators’ Retirement System. However, this toolkit focuses on 
the funding of the CalPERS DB Plan and the funding of retiree health benefits. 
 
 

QUICK FACTS ABOUT THE CalPERS DEFINED BENEFIT PLAN 
(As of June 30, 2010) 

Active and inactive members……….………..…..………………….1,116,044 
Retirees, survivors, and beneficiaries……..………………………….513,623 
  Total……….………………….…………………...……...................1,629,667 
 
Annual benefits paid……………….……………….………………...$13 Billion 
 
Annual health premiums paid………………….……….……………..$6 Billion 
 
Annual return on investments…………………………….………………13.3% 
(for FY ending June 30, 2010) 
 
Average monthly service retirement benefit  
(All members)………………………….……………...…………………..$2,220 
 
Average monthly service retirement benefit  
for school members (Misc.) …………………………..…………………$1,193 
 
Average years of service at retirement 
for school members (Misc.)…………………….…………………………..16.8 
 
Average monthly retirement benefit  
for State members (Misc.)….………….……………..………………….$2,500 
 
Average years of service at retirement  
for State members (Misc.) …….……………………….…………………...23.1 
 
Average monthly retirement benefit  
for public agency members (Misc.)……………………………………..$2,363 
 
Average years of service at retirement  
for public agency members (Misc.)………………………….....................20.0 
 
Current CalPERS administrative budget….................................$331 million 
Number of employees….........................................................…………2,317 
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RETIREMENT 
 
CalPERS administers a defined benefit retirement plan, commonly referred to as a 
pension plan. Benefits are based on a member’s years of service, age, and highest 
one-year or three-year average compensation. In addition, benefits are provided for 
disability and death, with payments in some cases going to survivors or beneficiaries 
of eligible members. We administer several defined benefit formulas for various 
classes of State employees, one for classified school employees, and one or more 
formulas for over 1,500 other public agencies. The CalPERS membership is divided 
approximately in thirds among current and retired employees of the State, public 
school districts, and participating local public agencies. 

 
CalPERS Membership Profile 

                                                            (as of June 30, 2010) 
State employees…………………………..31% 
School employees………………………...38% 
Local public agency employees…………31% 

 
CalPERS pension plans have three sources of funding: employee contributions, 
employer contributions, and investment earnings. 
 
Each year, CalPERS actuaries calculate a funded status – the ratio of assets to 
liabilities for each retirement plan. The funded ratios vary from year to year but are 
expected to approach 100 percent over the long term, assuming all actuarial 
assumptions are met. A funded status of 100 percent means if all members were to 
retire today, CalPERS would have 100 percent of the funds needed to pay benefits. 
However, many CalPERS members work full careers and will not be retiring for 
another 10, 20 or 30 years. Therefore, it is not necessary to keep the system 100 
percent funded at all times. As pension plan administrators, CalPERS continuously 
monitors the funded status and makes necessary adjustments to ensure the long-term 
financial health of the system.  
 

FUNDED STATUS OF RETIREMENT PLANS BY MEMBER CATEGORY 
 

 
MEMBER CATEGORY 
  

 
6/30/04  
 

 
6/30/05  
 

 
6/30/06  
 

 
6/30/07 
  

 
6/30/08 
  

 
6/30/09 
 

STATE  82.9%  85.5%  88.6%  96.6% 84.9%  58.4%  
SCHOOL  91.4%  96.2%  98.7%  107.8%  93.8%  65.0%  
PUBLIC AGENCY  87.6%  90.2%  92.7%  102.0%  89.6%  60.0%  
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INVESTMENTS 
 
The CalPERS Investment Office manages the investments of the largest state public 
pension fund in the United States. CalPERS invests in a broad mix of asset classes 
that include public stocks and private equity, real estate, bonds, hedge funds, venture 
capital, commodities, infrastructure and forest land. As a global investor, CalPERS 
invests in more than 9,000 public companies in more than 40 countries. 
 
The System’s investment portfolio is managed by professional investment staff, 
sometimes partnering with some of the best informed professionals in the financial 
industry. Our Chief Investment Officer has sole authority to negotiate and execute 
investments and reports directly to the CalPERS Board of Administration. The Board 
establishes asset allocation strategies, investment policies and risk-tolerance levels. 
Historically, about 65 to 75 percent of CalPERS benefit payments come from 
investment earnings. The remainder comes from contributions by employers and 
active employees. 
 

HISTORY OF SOLID RETURNS 
 

CalPERS has a long history of solid, risk-adjusted returns, recording gains in 21 of the 
last 25 years. In 17 of those years the returns were greater than 10 percent. Over the 
past 20 years, CalPERS has earned an average annual investment return of 7.9 
percent. From 1988 to 2010, CalPERS has generated an annual average return of 8.6 
percent. 
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A LANDMARK ASSET ALLOCATION PLAN 
 

In December 2010, the CalPERS Board adopted an innovative asset allocation 
strategy to better reflect varying market conditions, effective July 2011. The new 
allocation plan places CalPERS assets in five major groups according to how they are 
expected to perform in high- or low-growth markets and the prevailing inflation 
environment. The new asset groups are Liquidity, Growth, Income, Real, and Inflation-
Linked. There is no specific timeline for deploying funds under the new allocation 
because specific investment transactions will depend partly on market trends and 
opportunities. 
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CalPERS SUPPLEMENTAL INCOME PLANS  
 
CalPERS administers three supplemental income retirement savings plans:  
  

 CalPERS Supplemental Income 457 Plan  
 Supplemental Contributions Plan (SCP)  
 Peace Officers’ & Firefighters’ (POFF) Supplemental Plan  

 
CalPERS SUPPLEMENTAL INCOME 457 PLAN 

 

The CalPERS Supplemental Income 457 Plan is a deferred compensation retirement 
savings plan that public agency and school employers may adopt and offer to their 
employees to help them reach their retirement income goals. It is a way for 
participants to defer a portion of their pre-tax salary into their choice of a variety of 
investment options. Participants may change their contribution amount, transfer funds 
among a variety of investment options, or change contribution allocation percentages 
designated to each option. This plan allows both the amount contributed and the 
amount earned on the investment to be protected from income tax until the money is 
taken out during retirement or separation from the employer.  
 
The 457 plan supplements the traditional pension plan offered by CalPERS. All 
California public agencies and school districts, including agencies that do not currently 
contract with CalPERS for retirement benefits, may adopt the 457 plan for the benefit 
of their employees.  
 

SUPPLEMENTAL CONTRIBUTIONS PLAN (SCP) 
 

The Supplemental Contributions Plan is an after-tax supplemental contributions 
program available to State employees, and members of the Judges’ Retirement 
System I and II. SCP participants may make periodic cash contributions or after-tax 
payroll deductions. Participants may change their contribution amount and allocation, 
and transfer account balances among a variety of investment options. SCP allows 
participants to voluntarily invest after-tax contributions into an account where all 
earnings grow tax-deferred until the participant begins to take withdrawals in 
retirement or upon separation from all State employment. Upon distribution, members 
only pay taxes on the pre-tax earnings. 
  

STATE PEACE OFFICERS’ & FIREFIGHTERS’ (POFF) SUPPLEMENTAL PLAN 
 

The State Peace Officers’ & Firefighters’ (POFF) Supplemental Plan is an employer-
provided retirement benefit negotiated between the State of California and certain 
employee groups. The contributions are invested by CalPERS and credited to each 
participant’s account along with any net earnings. The balance of the account is 
available to POFF participants only at retirement or upon permanent separation from 
all State employment. 
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HEALTH BENEFITS PROGRAM 
 
For many years, the CalPERS Health Benefits Program has focused on reining in the 
drivers of health insurance premium costs by leveraging our purchasing power; 
providing quality, comprehensive benefits; and enhancing the value of member 
benefits. 
 
CalPERS manages health benefits for more than 1.3 million active and retired State 
and local government public employees and their family members. CalPERS is the 
largest purchaser of public employee health benefits in California, and the second 
largest public purchaser in the nation after the federal government. In 2010, CalPERS 
spent more than $6 billion to purchase health benefits. Currently, CalPERS offers 
three Health Maintenance Organization (HMO) plans:  

 Blue Shield of California Access + 
 Blue Shield of California NetValue 
 Kaiser Permanente 

 
CalPERS also offers three self-funded Preferred Provider Organization (PPO) plans 
administered by Anthem Blue Cross: 

 PERS Select 
 PERS Choice 
 PERSCare 

 
In addition, CalPERS offers three health plans for specific employee association 
members: 

 California Association of Highway Patrolmen Health Benefits Trust (CAHP) 
 California Correctional Peace Officers Association (CCPOA) 
 Peace Officers Research Association of California (PORAC) 

 

The chart below depicts the average rate of increase in the basic HMO premium from 
1996-2011. 
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CALIFORNIA EMPLOYERS’ RETIREE BENEFIT TRUST (CERBT)  
 
The purpose of the CalPERS CERBT Fund (the Fund) is to provide California 
government employers with a trust through which they can prefund retiree health 
insurance benefits and other post-employment benefits. The investment objective of 
the Fund is to seek favorable returns that reflect the broad investment performance of 
the financial markets through moderate capital appreciation and reasonable 
investment income. The Fund provides opportunities for long-term growth of capital 
balanced with stable income, and utilizes the concept of diversification through asset 
allocation. It is designed to carry a lower level of volatility risk than a portfolio 
consisting entirely of common stocks.  
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RETIREMENT PLANS 
 

CalPERS RETIREMENT PLANS 
 

CalPERS administers a traditional defined benefit plan, often referred to as a pension 
plan, as the primary retirement plan for members, and three supplemental income 
plans that are available to various State and local government employers and their 
employees.   
 
The defined benefit pension plan provides guaranteed lifetime retirement income 
based on a predetermined formula that includes an employee’s age at retirement, 
length of service, and highest one-year or three-year average compensation. A 
CalPERS pension provides employees with a predictable monthly retirement benefit. 
 
CalPERS also offers three supplemental income plans, which are intended to 
supplement the primary defined benefit pension plan. These supplemental plans are 
called defined contribution plans. Defined contribution plans do not provide a 
guaranteed benefit. Plan benefits are determined by the amount contributed by the 
member, and in some cases the employer, and investment earnings.  Below is a brief 
description of the three CalPERS supplemental income plans.  
 

 CalPERS Supplemental Income 457 Plan - A deferred compensation plan for 
employees of public agency and school districts that contract with CalPERS for 
this plan. 

 Supplemental Contributions Plan - A federally tax-qualified defined contribution 
plan managed by CalPERS that is available to State employees. Participants 
make contributions on an after-tax basis. 

 State Peace Officers’ & Firefighters’ Supplemental Plan - A money purchase 
plan available only to certain State employees who bargained for this 
supplemental plan. 

Note: The California Department of Personnel Administration (DPA) administers 
additional tax-deferred savings plans for most State of California employees, including 
employees of the Legislature, Judicial and California State University (CSU) systems.  

  



12 
 

HOW DEFINED BENEFIT AND DEFINED CONTRIBUTION PLANS DIFFER  

 
  

 
CHARACTERISTICS 

& FEATURES 
 

 
DEFINED BENEFIT (DB) PLANS 

 
DEFINED CONTRIBUTION (DC) PLANS 

DEFINITION Provides a guaranteed lifetime retirement income 
based on a predetermined formula (age at 
retirement, years of service, and final 
compensation). 

Provides a non-guaranteed individual retirement 
account for each employee based on employee 
and/or employer contributions, plus or minus any 
investment gains or losses. 

EMPLOYER 

CONTRIBUTIONS 
Employer contributions vary from year to year and 
are determined actuarially. 
 

Employer contributions are fixed and not subject to 
market fluctuation. Some DC plans feature only 
employer contributions or employee contributions, 
while others may allow both employer and 
employee contributions. 

EMPLOYEE 

CONTRIBUTIONS 
Most governmental DB plans require employee 
contributions.  

Many DC plans do not require employee 
contributions although employees may voluntarily 
contribute. 
 

INVESTMENT 

MANAGEMENT 
Professionally managed by plan administrator. Typically managed by the individual.  

 
INVESTMENT RETURNS DB plans typically have better investment returns 

due to economies of scale and professional 
management. DB plans are able to weather the 
storm of a bad economy by using long-term 
investment strategies. 

DC plans put the responsibility of investment 
management on the individual with no guarantee 
that a benefit will be available upon retirement 
during economic downturns. 

INVESTMENT RISKS Employers bear the risk of investment losses and 
benefit from investment gains.  

Employees bear the risk of investment losses and 
benefit from investment gains. 
 

LONGEVITY/MORTALITY 

RISK (OUTLIVE ASSETS) 
Employers and employees benefit from varied 
mortality rates among large pools of members. 
DB plans are able to plan for the average life 
expectancy of a group. DB plans endure across 
generations and can invest in well-diversified 
portfolios. 

Individuals have finite life spans, thus they cannot 
take advantage of longevity risk pooling. 
Individuals must plan for the maximum life 
expectancy to avoid outliving one’s assets.  

LEAKAGE OF PLAN 

ASSETS 
Typically do not allow loans or hardship 
withdrawals.  

Typically allows loans and hardship withdrawals. 
 

PORTABILITY DB plans can allow for portability with reciprocity 
agreements between other public plans and 
purchases of prior service.  
 

DC plans offer portability by being transferrable 
from one employer to another.  
 

RECRUITMENT TOOL May appeal to employees who prefer stability in 
employment and guaranteed retirement benefits. 
 

May appeal to employees who prefer employment 
mobility and want to transfer their retirement plan 
from one employer to another. 

RETENTION TOOL Rewards longevity and loyalty because benefits 
increase as the number of years worked increase.  

Due to portability, employees may move from 
employer to employer with ease.  

ATTRITION TOOL Retirement benefit and features may be designed 
to encourage attrition when decreasing the 
workforce is necessary in lieu of layoff. 

Decreasing workforce size can only be 
accomplished with layoff. 
 

COST OF LIVING 

ADJUSTMENTS (COLAS) 
DB plans can be designed to include cost of living 
adjustments.  

DC plans do not adjust for inflation.  

DISABILITY BENEFITS Most DB plans provide a monthly disability 
retirement benefit as an ancillary benefit. 

Most DC plans do not provide disability retirement 
benefits.  

SURVIVOR BENEFITS Most DB plans provide an option for survivor 
benefits to ensure that spouses and other named 
beneficiaries receive a monthly benefit upon the 
member’s death. 

DC plans typically do not provide an option for 
survivor benefits. The balance in the individual’s 
account is all beneficiaries and survivors are 
entitled to. 

ADMINISTRATIVE COSTS DB plans usually cost less to administer than DC 
plans. The size of DB plans creates an economy 
of scale that lowers the cost of administration.  

Administrative costs of DC plans are typically 
higher than DB plans because DC plans are 
individually maintained accounts. Administrative 
fees are typically passed on to the employee. 
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HUMAN RESOURCE MANAGEMENT TOOLS 
 
Defined benefit pension plans can provide employers with recruitment, retention and 
attrition tools. 

 
How do DB pension plans benefit recruitment? 

 
 The retirement security provided by a DB pension plan, along with salary and 

other benefits, is often a strong consideration of employees searching for 
employment. 

 A recent Towers Watson survey of 9,080 full-time U.S. employees at 
nongovernment organizations shows that one-third of employees at companies 
that sponsor a DB plan cite pension benefits as an important factor in their 
decision to work for their current employer, compared to only one-fifth of those 
at organizations that offer only a 401(k)-style defined contribution (DC) plan1. 

 DB plans often provide cost-effective disability benefits, which are especially 
important to safety personnel such as policeman and firefighters. 

 
How do DB pension plans benefit retention? 

 
 Once an employee has worked a number of years toward a vested, guaranteed 

life-time pension benefit, they often choose to stay with the employer to collect 
their benefit at retirement. This results in employee loyalty2. 

 Employee retention can reduce training costs and increase institutional 
knowledge. 

 A recent study found that almost three in five (59%) employees at organizations 
that sponsor a DB plan cite their pension plan as an important reason for 
deciding to stay with their current employer, compared to only 32 percent of 
workers who have a DC plan. 

 
How do the DB pension plans benefit attrition during economic downturns? 

 
 The CalPERS DB plan also offers a plan feature called “the Golden 

Handshake,” which facilitates attrition during challenging budget times. By 
providing an incentive for older workers who are typically more highly paid to 
retire, employers can generate salary savings by hiring younger workers at 
lower wages, or employers can decide not to fill a retiree’s vacated position.  

 DB plans can be designed to encourage attrition for safety workers by providing 
benefit formulas that encourage early retirement. 

  

                                                 
1 Towers Watson. ”Research & Ideas.” Retirement Attitudes: Part III: Attraction and Retention, December 2010.    
http://www.towerswatson.com/assets/pdf/2717/Towers-Watson-Retirement-Pt3-Attitudes.pdf. 
2 Beth Almeida. “State of Connecticut: Office of Policy and Management.” DB Pensions: the Real Deal, The Journal of Pension   
Benefits, July 2010. http://www.ct.gov/opm/lib/opm/secretary/opeb/db_pensions_the_real_deal.pdf, p 6. 

http://www.towerswatson.com/assets/pdf/2717/Towers-Watson-Retirement-Pt3-Attitudes.pdf
http://www.ct.gov/opm/lib/opm/secretary/opeb/db_pensions_the_real_deal.pdf
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DESCRIPTION OF CalPERS DB PLAN BENEFITS  
 

SERVICE RETIREMENT BENEFITS 
 

 CalPERS offers a defined benefit retirement plan that provide benefits that are 
based on a defined formula.  

 The retirement formula for each member generally depends on their 
employer, the classification of their employment, and when they began 
employment.  

 For example, currently a common service retirement formula for public agency 
miscellaneous members and State miscellaneous members is the 2 percent at 
55 formula, which provides 2 percent of the member’s highest average 
compensation for each year of service at age 55. Therefore, a member retiring 
at age 55 with 25 years of service will receive 50 percent (2% x 25 = 50) of his 
or her highest annual average compensation.  

 Members may retire earlier or later than the normal retirement age. In the 
above example, members who retire between age 55 and 50 receive 
progressively less than 2 percent of the highest average pay for each year of 
service. The percentage increases above 2 percent if the employee retires 
after age 55, up to 2.418 percent at age 63 for public agency miscellaneous 
members and up to 2.5 percent for State miscellaneous members. Note: For 
State miscellaneous members, recent pension reforms changed the formula 
for new members to 2% at 60. 

 
DISABILITY AND INDUSTRIAL DISABILITY RETIREMENT BENEFITS 

 
 Members who are vested can be retired for disability if they cannot perform 

their job duties permanently or for a prolonged period for their current 
employer.   

 Generally, it is calculated as a percentage of their compensation.  
 If the disability of industrial or safety members results from job-related 

illnesses or injuries, members are paid an industrial disability benefit of 50 
percent of the their highest annual compensation, which is not subject to 
federal or state income taxes.  

 Industrial or safety members who reach minimum retirement age can receive 
an industrial disability allowance greater than 50 percent, but that additional 
amount is subject to taxation. 

 
SURVIVOR BENEFITS  

 
 In the event of a member’s death, a variety of benefits may be paid depending 

on their employer, type of job performed, whether they died on the job or 
under other circumstances, and whether they were eligible to retire or already 
retired. 

 For those who are not retired, their named beneficiary is typically eligible to 
receive one or more of the following benefits: a lump sum payment of the 
member’s retirement contributions plus interest, up to six months’ salary, or an 
ongoing monthly allowance.  
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 At retirement members have the option to provide an ongoing monthly 
allowance for their named beneficiary based on an actuarial reduction of their 
retirement allowance. 

 
ELIGIBILITY FOR BENEFITS 

 
 Generally, employees are mandatory participants in CalPERS if they work at 

least half-time in a position that is eligible for CalPERS membership. 
Employers may choose to contract for optional membership for employees 
that work less than half-time.  

 Most members become vested after five years of service. Once a member is 
vested, they become eligible to receive a retirement benefit upon reaching 
retirement age.  

 Members of CalPERS’ State second tier plan must have 10 years of service to 
be vested.  

 CalPERS also has “reciprocity” agreements with many California public 
retirement systems. Reciprocity agreements allow public employees to move 
from one retirement system to another without loss of benefits, using their 
highest average compensation and age at retirement for benefit calculations 
of reciprocal retirement plans.  

 Under certain circumstances, some elected officials are eligible to elect 
optional membership into the system. 

 
COORDINATION WITH SOCIAL SECURITY BENEFITS   

 
 Approximately two-thirds of CalPERS members participate in retirement plans 

that are coordinated with Social Security and are therefore eligible to receive 
Social Security benefits in addition to their CalPERS pension.  

 In addition to CalPERS contributions, the employee and employer must each 
contribute to Social Security 6.2 percent of salary above a set amount to pay 
for these benefits. 

 The remaining one-third of CalPERS members that participate in an 
uncoordinated plan (generally safety members) do not contribute to Social 
Security and are not eligible to receive Social Security retirement, or death 
and disability benefits.  
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ECONOMIC IMPACT OF CalPERS DB PLAN 
 
Economic Impact of CalPERS on the California Economy 
 
CalPERS investments, pension benefits, and health benefits provide a considerable 
boost to the California economy. According to economic impact studies conducted by 
researchers at California State University, Sacramento, CalPERS programs in 2006 
generated nearly $35 billion in economic activity statewide. 
 

 In 2006, CalPERS investments in California generated more than $15 billion in 
economic activity supporting 124,000 jobs with a payroll of $5.1 billion and 
producing $864 million in state and local tax revenues.  
 

 CalPERS pension benefits generated $11.8 billion in economic activity, 
supporting 78,000 jobs with a payroll of $2.7 billion and producing $778 million 
in state and local tax revenues. 
 

 CalPERS health benefit payments generated $7.6 billion in economic activity, 
supporting 51,000 jobs with a payroll of $2.8 billion and producing $371 million 
in state and local tax revenues.  

 
For fiscal year ending June 30, 2010, nearly 506,000 retirees received benefits totaling 
$12.97 billion, most of which went back into the California economy stimulating further 
economic activity, such as consumer spending, job creation and government tax 
revenues.  
 
Economic Impact of Providing Retirement Security for Workers 
 
During an economic recession, CalPERS pensions, as well as other public and private 
pensions, can provide a stabilizing force for the California economy. 
 

 Pensions provide retirement security to workers, which reduces the cost of 
social service programs for the elderly and disabled, resulting in savings to 
taxpayers. 

 
 Providing retirement security to older workers benefits the state economy 

because older workers can afford to retire, thus leaving jobs available for 
younger workers. This leads to less unemployment and lower expenses for 
unemployment insurance benefits.  
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FUNDING RETIREMENT BENEFITS 
 

ACTUARIAL FUNDING BASICS 
 

What is an actuarially sound retirement system?  
 

 An actuarially sound retirement system is a retirement plan that contains sufficient 
funds to pay future obligations, by receiving contributions from employees and the 
employer, which are invested. The funds grow over time, and are used to pay 
future benefits. 

 
What do pension actuaries do? 
 

 Pension actuaries estimate how much money must be contributed to a pension 
plan each year in order to pay the benefits that will become due in the future. This 
is done through analysis of the financial consequence of risk. Actuaries use 
mathematics, statistics, and financial theory to study uncertain future events, 
particularly those of concern to insurance and pension programs.  

 For example, pension actuaries analyze probabilities related to the demographics 
of pension plan members (i.e., the likelihood of retirement, disability, and death) 
and economic factors that may affect the value of benefits or the value of assets 
held in a pension plan's trust (e.g., investment return rate, inflation rate, and rate of 
salary increases). Pension actuaries determine the value of pension benefits and 
work with employers to devise strategies for funding the cost of the benefits. 

 
What is an actuarial valuation? 
 

 Actuaries produce annual actuarial reports called actuarial valuations.  
 These valuations are done as of a specific point in time each year either on a 

calendar year basis or fiscal year basis. At CalPERS, actuarial valuations are done 
on a fiscal year basis, as of June 30th each year. 

 An actuarial valuation is a financial examination at a specific point in time of a 
pension plan to determine whether contributions and investment earnings are 
being accumulated at the rate sufficient to provide the funds to pay promised 
pensions when they are due.  

 The valuation reports provide employers with their retirement plan’s funded status, 
contribution rate, and annual required contribution to maintain sound funding over 
the long term, if all actuarial assumptions are met. 

 Actuarial valuations can assist decision makers achieve equity across generations 
of taxpayers, by funding the employees' benefits while they are rendering service, 
so that the cost of the benefits is incurred by the taxpayers receiving services from 
those employees.  

 At CalPERS, all annual actuarial valuation reports with a valuation date of June 30, 
2009 or later include an investment return sensitivity analysis. The sensitivity 
analysis included in each report helps display the potential investment risk to the 
employer contribution rates. The goal of the investment return sensitivity analysis is 
to be more transparent and provide additional information to all employers to better 
help them budget for future years. 



18 
 

 CalPERS has in-house actuarial staff to produce actuarial valuations and contracts 
with an actuarial consultant to conduct independent parallel valuations. Any 
discrepancies are noted and recommendations may be offered. If the work is found 
to be valid, the consultant may certify the results of actuarial valuations performed 
by the CalPERS Actuarial Office. 

 
What is the basic actuarial funding equation? 
 

 The basic funding equation is:  
Contributions + Investment Returns = Benefits + Expenses 
This equation provides the foundation for understanding how prefunded pension 
(or other post-employment benefit) plans are funded. 

 
How does the funding of the retirement system work? 
 

 Employer and employee contributions flow into a trust fund that is dedicated for the 
purpose of paying benefits. Those contributions are invested and earn investment 
returns. Benefits and expenses are paid out of the fund. Any increase in benefits 
will ultimately require a corresponding increase in contributions or investment 
returns or both. 

 Pension fund assets are invested in stocks, bonds, real estate, and other 
investments, which means the values of the assets are constantly fluctuating.  In 
good economic times, investment values typically go up. In bad economic times, 
investment values typically go down. CalPERS’ long-term assumed rate of return is 
7.75 percent.  

 Pension plans are prefunded. The advantage of prefunding is that over time the 
majority of benefit costs are paid by investment returns rather than by contributions 
from the employer or employees. Historically, about 65 percent to 75 percent of 
CalPERS benefits are paid from investment earnings. 

 For most public pension plans, including CalPERS, prefunding of benefits is done 
over a level percentage of payroll to help employers budget for the future and strive 
for inter-generational equity. This funding method is called the “Entry-Age Normal” 
Funding Method.  

 
How is the employer contribution rate determined? 
 

 Information about the plan benefit provisions and demographics along with 
actuarial assumptions are used to determine expected future benefit payments. 
These actuarial assumptions include the age when members are expected to 
retire, how long members are expected to live and economic factors that may affect 
the value of benefits or the value of assets held in a pension plan's trust fund (e.g., 
investment return rate, inflation rate, and rate of salary increases). 

 These expected future benefit payments are then “discounted” back in today’s 
dollars using the expected investment return rate to obtain what is called the 
present value of future benefits (PVB). 

 If the system has assets equal to the PVB, and all actuarial assumptions come 
true, no additional contributions are needed to provide future benefits for current 
active and retired members - even taking into account future service and salary 
increases for active members. The actuarial methods and funding policies 
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determine how much of the PVB should be contributed in the current year and 
future years so that, together with existing assets, the entire PVB will be funded. 

 PVB can be broken into two pieces: 
1) Actuarial Accrued Liability (AAL) – the cost of the benefits earned by 

members on the date of the valuation.  
2) Present Value of Future Contributions – value of all expected contributions 

in today’s dollars. 
 Each year, the valuation measures current costs of the benefits employees in the 

plan have earned to date. The cost is compared to the assets in the plan. If the 
costs are greater than the assets, the difference is called the Unfunded Actuarial 
Liability. 

 At CalPERS, rates are comprised of two components. An annual premium that 
funds the benefits earned over the coming year and an amortized payment, which 
is determined by the amount of unfunded liability the plan may have. In theory, if a 
plan’s experience is exactly as the actuary has predicted, there will never be an 
unfunded liability. However, in practice, short term experience is always different 
from assumptions made. Differences in the plan’s experience are called gains and 
losses.  

 The unfunded liability is the amount of accrued pension liabilities that exceed 
assets. The unfunded liability figure is not the same as a conventional debt that 
must be paid off to be eliminated. It is an abstract accounting number that can go 
up or down significantly over a relatively short period of time, depending on the 
state of the overall economy and the health of the financial markets. 

 Asset Smoothing Method: For most public pension plans, including CalPERS, the 
plan's investment gains and losses are spread, or "smoothed," over a period of 
time in order to minimize short term, year-to-year contribution rate fluctuations.  
Actuaries accomplish this smoothing by assigning a market-related value to a 
plan's assets for purposes of determining contribution requirements. This value is 
called the actuarial value of assets (AVA) or, more commonly, the "smoothed 
value" of assets.  

 
What is the Funded Status? What does it represent? 
 

 The funded status of a plan is the ratio of the plan’s costs to the plan’s available 
assets on the date of the annual valuation. 

 When comparing the plan’s cost to its assets on a market value basis, the 
percentage will give you a general idea of the relative health of the plan.  

 It is important not to focus too much on the funded status of a plan at any single 
point in time because the funded status can go up or down significantly over a 
relatively short period of time depending on the overall health of the economy. 
What is more important is to look at how a plan got to their current funded status 
rather than what the funded status is on a particular date. A lower funded status 
was expected as a result of the deep recession and bear market in 2008 and 2009. 
Along the same lines, plans were expected to be overfunded in 2000 as a result of 
the bull market and very strong economy in the late 1990s. What matters is 
understanding how the plan got to that situation and what the situation tells you 
about whether or not the plan is being properly prefunded. 



20 
 

 A funded ratio of 100 percent means the plan has all of the assets required to pay 
benefits if all plan members were to retire today. However, most plan members will 
not be retiring for another 10, 20, 30 years or more. Therefore, it is not necessary 
to be at 100 percent funding at all times, although the goal is to be near 100 
percent over the long term. At any given time, the funded ratio will likely be under 
or over 100 percent. 

 It is also important to understand that future hires do not impact a plan's funded 
status. Since new plan entrants have no prior service, they have no costs or assets 
associated with them. 

 

What is done to minimize volatility in pension costs? 
 
 The most common way to minimize volatility in pension cost is the use of an asset 

smoothing method as previously described. 
 The gains and losses described earlier are typically amortized over extended 

periods of time to minimize volatility in cost and also because these gains and 
losses are expected to cancel one another over time. 

 CalPERS also created risk-sharing pools in 2005 in order to minimize volatility in 
pension costs for smaller employers. These risk pools spread demographic gains 
and losses across all small plans that offer the same benefit formula. With a larger 
sample of data exposed, experience is easier to predict.  This helps to keep the 
rates for smaller employers more stable. 

 For most public pension plans, including CalPERS, prefunding of the benefits is 
achieved by contributions that represent a relatively level percentage of payroll, 
which minimizes volatility in pension costs. 

 
What is the role of the CalPERS Board of Administration? 
 
 In California, retirement system boards have the responsibility to set actuarial 

methods and assumptions, and to determine contribution policy, while the actuary's 
role is to make recommendations to the board in these areas.  

 The actuarial assumptions and funding policies adopted by the board determine 
expected costs and when the costs are paid. Changes in those assumptions or 
policies can increase or decrease the current contribution requirements. It is 
important to remember that the ultimate cost of the plan will depend only on the 
plan's actual experience, regardless of what was assumed would happen. 
 

What can be expected of pension costs in the near future? 
 
 The best way to determine where future costs are headed is to look at recent 

investment returns. For example, the return earned in the 2008-2009 fiscal year 
has a direct impact on the rates set for the 2011-2012 fiscal year. The greater the 
difference realized between the actual rate of return and the expected rate return, 
the more volatility you will see in pension contribution rates. 

 Demographic experience from year to year also impacts future rates. Unexpected 
salary increases, early retirements, disabilities and deaths are just a few events 
that cause pension rates to fluctuate. At CalPERS, the experience realized in one 
fiscal year affects the employer contribution rate two years into the future for public 
agency plans; one year in the future for State and school plans. For example, 



21 
 

experience analyzed during the 2008-2009 fiscal year affects public agency rates 
for the 2011-2012 fiscal year. 

 
How can employers reduce their pension costs?  
 
There are a few options available to reduce employer pension costs. These options 
are outlined below. 
 

1) Transfer more of the pension contribution costs to employees. The savings 
under this option would be immediate. There are two ways to do this. 
a) If the employer pays for part of the employees’ share by resolution, the 

employer can bargain with employee groups to lower the percentage the 
agency will pay for the employees’ portion. Employers may check with 
the CalPERS Contracts Unit to see if the employer paid member 
contribution resolution needs to be updated.  

b) The employer can contract for a benefit called cost sharing. This benefit 
allows members to “share” in the cost of any amendment or “upgrade” 
the agency has implemented since first contracting with CalPERS. If 
employers are interested in this option they can contact the Contracts 
Specialist. 

 
2) Offer new employees a lower set of benefits. Doing so will produce future 

savings, but not in the short-term. This is to be viewed as a long-term 
savings goal. Since the lower benefits will only be in effect for new 
employees, the employer will have to wait until new employees replace 
current employees, and the workforce is composed mostly of new 
employees in order to realize the full savings. At CalPERS, we call these 
lower-benefit plans second tiers. 

 
Second tier options include lowering benefit formulas or removing certain optional 
benefit upgrades from the employer’s CalPERS contract. Below is a list of such 
upgrades that could be removed. 
 

 One Year Final Compensation 
 Employer Paid Member Contributions (by Contract Amendment) 
 Post-Retirement Survivor Allowance 
 3%, 4%, or 5% Annual Cost of Living Allowance  
 Industrial Disability Retirement for Local Miscellaneous Members  
 Improved Industrial Disability Retirement Allowance 
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SAMPLE ACTUARIAL VALUATIONS 
 
In the following section, you will find two sample actuarial valuation documents created 
with fictitious agency information. One is for a non-pooled agency and one is for a 
pooled agency. The intent is to show a summary of the important elements in the 
annual valuation. Each sample has call-out boxes that describe key information. 
 
For the non-pooled agency, the sample valuation shows the current employer 
contribution rate, the projected rates for the following two fiscal years, the annual 
required contribution commonly referred to as the “ARC,” the funded status of the plan, 
and a sensitivity analysis of projected rates based on five different investment return 
scenarios. 
 
For the pooled agency, the sample valuation shows the current employer contribution 
rate, the projected rate for the following year, the pool’s base employer rate, the 
employer contribution rate, the side fund balance, the estimated pool’s base employer 
rate, the next year’s estimated pool’s base employer rate, and a sensitivity analysis of 
projected rates based on five different investment return scenarios. 
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NON-POOLED AGENCY 

 

 
Actuarial Office 
P.O. Box 1494 
Sacramento, CA  95812-1494 
TTY for Speech and Hearing Impaired - (916) 795-3240 
(888) CalPERS (or 888-225-7377)               FAX (916) 795-3005 

October 2010 
 
 
 
MISCELLANEOUS PLAN OF THE CITY OF XYZ (EMPLOYER # 999) 
Annual Valuation Report as of June 30, 2009 

 
 

Dear Employer, 
 
As an attachment to this letter, you will find a copy of the June 30, 2009 actuarial valuation report of your pension plan.  This 
report contains important actuarial information about your pension plan at CalPERS.  Your CalPERS staff actuary is available to 
discuss the report with you.   
 
Changes Since the Prior Year’s Valuation 
 
The CalPERS Board of Administration adopted updated actuarial assumptions to be used beginning with the June 30, 2009 
valuation.  In addition, a temporary modification to our method of determining the actuarial value of assets and amortizing gains 
and losses has been implemented for the valuations as of June 30, 2009 through June 30, 2011.  Finally, a cash flow analysis has 
been added to our process.  If such an analysis indicates that funding progress will not be adequate, an additional contribution 
will be required. 
 
There may also be changes specific to your plan such as contract amendments and funding changes. 
 
Further descriptions of changes are included in the “Highlights and Executive Summary” section and in Appendix A, “Statement of 
Actuarial Data, Methods and Assumptions.”  The effect of the changes on your rate is included in the “Reconciliation of Required 
Employer Contributions.” 
   
Future Contribution Rates 
 
The exhibit below displays the required employer contribution rate and Superfunded status for 2011/2012 along with estimates of 
the contribution rate for 2012/2013 and 2013/2014 and the probable Superfunded status for 2012/2013.  The estimated rate for 
2012/2013 is based solely on a projection of the investment return for fiscal 2009/2010, namely 11.0%.  The estimated rate for 
2013/2014 uses the valuation assumption of 7.75% as the investment return for fiscal 2010/2011.  See Appendix D, “Investment 
Return Sensitivity Analysis”, for rate projections under a variety of investment return scenarios.  Please disregard any projections 
that we may have provided to you in the past. 

 
Fiscal Year Employer Contribution Rate Superfunded? 

2011/2012 10.916% NO 
2012/2013 11.9% (projected) NO 
2013/2014 15.0% (projected) N/A 

 
Member contributions (whether paid by the employer or the employee) are in addition to the above rates. 

 
The estimates for 2012/2013 and 2013/2014 also assume that there are no future amendments and no liability gains or losses 
(such as larger than expected pay increases, more retirements than expected, etc.).  This is a very important assumption 
because these gains and losses do occur and can have a significant impact on your contribution rate.  Even for the 
largest plans, such gains and losses often cause a change in the employer’s contribution rate of one or two percent and may be 
even larger in some less common instances.  These gains and losses cannot be predicted in advance so the projected employer 
contribution rates are just estimates.  Your actual rate for 2012/2013 will be provided in next year’s report. 
 

 

 
 

 
 
 

 
 
 

California Public Employees’ Retirement System 
www.calpers.ca.gov 

  

Employer 
Contribution 
Rates for 3 
Fiscal Years 

SAMPLE 
VALUATION 
NON-POOLED 
AGENCY 



24 
 

 
 

CALPERS ACTUARIAL VALUATION - June 30, 2009 
MISCELLANEOUS PLAN OF THE CITY OF XYZ 
EMPLOYER NUMBER 999  
 

 

Purpose of the Report                            

 
This report presents the results of the June 30, 2009 actuarial valuation of the MISCELLANEOUS PLAN OF THE CITY OF XYZ of 
the California Public Employees’ Retirement System (CalPERS).  The valuation was prepared by the Plan Actuary in order to: 
 
 set forth the actuarial assets and accrued liabilities of this plan as of June 30, 2009; 
 certify that the actuarially required employer contribution rate of this plan for the fiscal year July 1, 2011 through June 30, 

2012 is 10.916%; 
 provide actuarial information as of June 30, 2009 to the CalPERS Board of Administration and other interested parties; and 
 provide pension information as of June 30, 2009 to be used in financial reports subject to Governmental Accounting 

Standards Board (GASB) Statement Number 27 for a Single Employer Defined Benefit Pension Plan. 
 
Use of this report for other purposes may be inappropriate. 
 

Required Contributions 

 
 

Fiscal Year Fiscal Year 

  2010/2011  2011/2012 

Required Employer Contributions     

     
Employer Contribution Required (in Projected Dollars)     

Payment for Normal Cost  $923,350  $973,153 
Payment on the Amortization Bases   74,903  392,228 
Total (not less than zero)   $998,253  $1,365,381 
Annual Lump Sum Prepayment Option*  $961,683  $1,315,362 
     

Employer Contribution Required (Percentage of Payroll) 

 

  
Payment for Normal Cost  8.193%  7.780% 
Payment on the Amortization Bases   0.665%  3.136% 
Total (not less than zero)   8.858%  10.916% 

 
 

Funded Status 

 
 
 
 
 
 
 
 

 
 
 

  

  June 30, 2008 June 30, 2009 

Present Value of Projected Benefits  $78,480,772  $85,595,993 
Entry Age Normal Accrued Liability  $65,694,605  $72,490,523 
Actuarial Value of Assets (AVA)  64,544,444  67,086,985 
Unfunded Liability  $1,150,161  $5,403,538 
     
Market Value of Assets (MVA)  $65,973,630  $49,045,698 
Funded Status (on an MVA basis)           100.4%  67.7% 
     
Superfunded Status                   No  No 

 *   Payment must be received by CalPERS between July 1 and July 15. 

 

 

 

Annual 
Required 
Contributions 

Funded 
Status – 
Overall Health 
of the Fund 

SAMPLE 
VALUATION 
NON-POOLED 
AGENCY 
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CALPERS ACTUARIAL VALUATION – June 30, 2009  APPENDIX D 
INVESTMENT RETURN SENSITIVITY ANALYSIS 
 
 

 

Investment Return Sensitivity Analysis                  

 
The investment return realized during a fiscal year first affects the contribution rate for the fiscal year two years later. Specifically, 
the investment return for 2009-2010 will first be reflected in the June 30, 2010 actuarial valuation that will be used to set the 
2012-2013 employer contribution rates and 2010-2011 investment return will first be reflected in the June 30, 2011 actuarial 
valuation that will be used to set the 2013-2014 employer contribution rates. 
 
In July 2010, the investment return for fiscal year 2009-2010 was announced to be 11.4%.  Note that this return is before 
administrative expenses and also does not reflect final investment return information for real estate and private equities.  The 
final return information for these two asset classes is expected to be available later in October.  The preliminary 11.4% return for 
the 2009-2010 fiscal year is good news as it would help reduce the impact of the   -24% return in 2008-2009 and the impact of 
the three year phase in adopted by the Board in June 2009.  For purposes of projecting future employer rates, we are assuming 
an 11% investment return for fiscal year 2009-2010. 
 
Based on an 11% investment return for fiscal year 2009-2010 and assuming that all other actuarial assumptions will be realized 
and that no further changes to assumptions, contributions, benefits, or funding will occur between now and the beginning of the 
fiscal year 2012-2013, the effect on the 2012-2013 Employer Rate is as follows: 
 

Estimated 2012-2013 Employer Rate Estimated Increase in Employer Rate between 
2011-2012 and 2012-2013 

11.9% 1.0% 
 

As part of this report, a sensitivity analysis was performed to determine the effects of various investment returns during fiscal 
year 2010-2011 on the 2013-2014 employer rates.  Once again, the projected 2013-2014 rate increases assume that all other 
actuarial assumptions will be realized and that no further changes to assumptions, contributions, benefits, or funding will occur 
between now and the beginning of fiscal year 2013-2014. 
 
Five different 2010-2011 investment return scenarios were selected.   

 The first scenario is what one would expect if the markets were to give us a 5th percentile return.  The 5th percentile 
return corresponds to a -11% return for the 2010-2011 fiscal year.   

 The second scenario is what one would expect if the markets were to give us a 25th percentile return.  The 25th 
percentile return corresponds to a 0% return for the 2010-2011 fiscal year.   

 The third scenario assumed the return for 2010-2011 would be our assumed 7.75% investment return which 
represents about a 47th percentile event.   

 The fourth scenario is what one would expect if the markets were to give us a 75th percentile return.  The 75th 
percentile return corresponds to a 16% return for the 2010-2011 fiscal year.   

 Finally, the last scenario is what one would expect if the markets were to give us a 95th percentile return.  The 95th 
percentile return corresponds to a 27% return for the 2010-2011 fiscal year.   

 
The table below shows the estimated 2013-2014 contribution rate and the estimated increase over the 2012-2013 rate for your 
plan under the five different scenarios. 
 

 

 
 
 
 
 
 

2010-2011 Investment 
Return Scenario 

Estimated 2013-2014 
Employer Rate 

Estimated Increase in 
Employer Rate between 

2012-2013 and 2013-2014 
-11% 21.2% 9.3% 

         0% 17.6% 5.7% 
  7.75% 15.0% 3.1% 
    16% 12.4% 0.5% 
    27% 12.2% 0.3% 

Projected 
rates under 
5 different 
investment 
return 
scenarios 

SAMPLE VALUATION 
NON-POOLED 
AGENCY 
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POOLED AGENCY 

 

 
Actuarial Office 
P.O. Box 1494 
Sacramento, CA  95812-1494 
TTY for Speech and Hearing Impaired - (916) 795-3240 
(888) CalPERS (or 888-225-7377)               FAX (916) 795-3005 

 
October 2010    
             
 
MISCELLANEOUS PLAN OF THE CITY OF XYZ (EMPLOYER # 9999) 
Annual Valuation Report as of June 30, 2009 
 
Dear Employer, 
 
Enclosed please find a copy of the June 30, 2009 actuarial valuation report of your pension plan.  Since your plan had less than 
100 active members in at least one valuation since June 30, 2003, it is required to participate in a risk pool.  The following 
valuation report has been separated into two sections: 

 Section 1 contains specific information for your plan, including the development of your pooled employer contribution 
rate; and, 

 Section 2 contains the Risk Pool Actuarial Valuation appropriate to your plan, as of June 30, 2009. 
 
This report contains important actuarial information about your pension plan at CalPERS.  Your CalPERS staff actuary is available 
to discuss the actuarial report with you.   
 
 
Changes Since the Prior Valuation 
 
The CalPERS’ Board of Administration adopted updated actuarial assumptions to be used beginning with the June 30, 2009 
valuation.  In addition, a temporary modification to our method of determining the actuarial value of assets and amortizing gains 
and losses has been implemented for the valuations as of June 30, 2009 through June 30, 2011.  Finally, a cash flow analysis has 
been added to our process.  If such an analysis indicates that funding progress will not be adequate, an additional contribution 
will be required. 
 
There may also be changes specific to your plan such as contract amendments and funding changes. 
 
Further descriptions of changes are included in the Section 2 “Highlights and Executive Summary” section and in Appendix A, 
“Statement of Actuarial Data, Methods and Assumptions.”   
 
 
Future Contribution Rates 
 
The exhibit below displays the required employer contribution rate and Superfunded status for 2011/2012 along with an estimate 
of the contribution rate and Superfunded status for 2012/2013.  The estimated rate for 2012/2013 is based on a projection of the 
most recent information we have available, including an estimate of the investment return for fiscal 2009/2010, namely 11.0%. 
See Section 2 Appendix E, “Investment Return Sensitivity Analysis”, for increase in 2013/2014 rate projections under a variety of 
investment return scenarios for the Risk Pool’s portion of your rate.  Please disregard any projections that we may have provided 
to you in the past. 
 

 
Fiscal Year Employer Contribution Rate Superfunded? 

2011/2012 4.519% No 
2012/2013 5.0% (projected) No 
   

Member contributions (whether paid by the employer or the employee) are in addition to the above rates. 
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SECTION 1 – PLAN SPECIFIC INFORMATION FOR THE MISCELLANEOUS PLAN 
OF THE CITY OF XYZ 

 

 

Purpose of Section 1 

Section 1 of this report was prepared by the Plan Actuary in order to: 
 

 Certify that the actuarially required employer contribution rate of the MISCELLANEOUS PLAN of the CITY XYZ for the 
fiscal year July 1, 2011 through June 30, 2012 is 4.519%; 

 Set forth the plan’s Employer Side Fund as of June 30, 2009; 
 Provide pension information as of June 30, 2009 to be used in financial reports subject to Governmental Accounting 

Standards Board (GASB) Statement Number 27. 
 
This section was prepared in order to provide actuarial information as of June 30, 2009 to the CalPERS Board of Administration 
and other interested parties 
 
Use of this report for other purposes may be inappropriate. 
 

Required Employer Contributions 
 
 Fiscal Year Fiscal Year 

   2010/11  
2011/12 

Employer Contribution Required (in Projected Dollars)     
Risk Pool’s Net Employer Normal Cost  $143,684  $144,833 
Risk Pool’s Payment on Amortization Bases  13,644  34,964 
Surcharge for Class 1 Benefits     
   a) FAC 1  9,449  9,801 
   b) 5% COLA  21,553  21,657 
Phase out of Normal Cost Difference  0  0 
Amortization of Side Fund  (122,103)  (126,071) 
Total Employer Contribution  $66,227  $85,184 
Annual Lump Sum Prepayment Option*  $63,801  $82,063 
     

Projected Payroll for the Contribution Fiscal Year  $1,856,382  $1,884,863 
     

Employer Contribution Required (Percentage of Payroll) 

 

  
Risk Pool’s Net Employer Normal Cost  7.740%  7.684% 
Risk Pool’s Payment on Amortization Bases  0.735%  1.855% 
Surcharge for Class 1 Benefits     

   a) FAC 1  0.509%  0.520% 
   b) 5% COLA  1.161%  1.149% 
Phase out of Normal Cost Difference  0.000%  0.000% 

Amortization of Side Fund  (6.577%)  (6.689%) 

Total Employer Contribution  3.568%  4.519% 
 
Appendix C of Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges for each benefit. 
 
Risk pooling was implemented as of June 30, 2003.  The normal cost difference was scheduled to be phased out over a five year 
period.  The phase out of normal cost difference began at 100% for the first year, and was incrementally reduced by 20% of the 
original normal cost difference for each subsequent year. 
 
*Payment must be received by CalPERS between July 1 and July 15. 
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APPENDIX E 
 

Employer Side Fund  
 

  
At the time of joining a risk pool, a side fund was created to account for the difference between the funded status of the pool and 
the funded status of your plan.  The side fund for your plan as of the June 30, 2009 valuation is shown in the following table. 
 
Your side fund will be credited, on an annual basis, with the actuarial investment return assumption.  This assumption is currently 
7.75%.  A positive side fund will cause your required employer contribution rate to be reduced by the Amortization of Side Fund 
shown above in Required Employer Contributions.  A negative side fund will cause your required employer contribution rate to be 
increased by the Amortization of Side Fund.  In the absence of subsequent contract amendments or funding changes, the side 
fund will disappear at the end of the amortization period shown below.  

Employer Side Fund Reconciliation 

 June 30, 2008    June 30, 2009 

Side Fund as of valuation date*  $989,552  $947,350  

Adjustments  0  0 

Side Fund Payment  (114,537)  (118,260) 

Side Fund one year later  $947,350  $898,013 

     
Adjustments  0  0 

Side Fund Payment  (118,260)  (122,103) 

Side Fund two years later  $898,013  $840,863 
     
Amortization Period  9  8 
Side Fund Payment during last 
year  $ (122,103)  $ (126,071) 

 
*  If your agency employed vouchers in fiscal year 2008/2009 to pay employee contributions, the June 30, 2009 Side Fund 
amount has been adjusted by a like amount without any further adjustment to the Side Fund’s amortization period.  Similarly, the 
Side Fund has been adjusted for the increase in liability from any recently adopted Class 1 or Class 2 contract amendments.  Also, 
the Side Fund may be adjusted or eliminated due to recent lump sum payments.  Contract amendments and lump sum payments 
may result in an adjustment to the Side Fund amortization period. 

Superfunded Status 

  June 30, 2008 June 30, 2009 

Is the plan Superfunded?  No  No 
[Yes if Assets exceed PVB, No otherwise]      

Summary of Participant Data 

 
Below is a table showing a summary of the active member data for your plan upon which this valuation is based:   

 June 30, 2008 June 30, 2009 

Projected Payroll for Contribution Purposes $ 1,856,382 $ 1,884,863 

Number of Members     

     Active   28  27 

     Transferred  12  11 

     Separated  11  11 

     Retired  23  24 
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APPENDIX E 

Investment Return Sensitivity Analysis 

 
The investment return realized during a fiscal year first affects the contribution rate for the fiscal year two years later. Specifically, 
the investment return for 2009-2010 will first be reflected in the June 30, 2010 actuarial valuation that will be used to set the 
2012-2013 employer contribution rates and 2010-2011 investment return will first be reflected in the June 30, 2011 actuarial 
valuation that will be used to set the 2013-2014 employer contribution rates. 
 
In July 2010, the investment return for fiscal year 2009-2010 was announced to be 11.4%.  Note that this return is before 
administrative expenses and also does not reflect final investment return information for real estate and private equities.  The 
final return information for these two asset classes is expected to be available later in October.  The preliminary 11.4% return for 
the 2009-2010 fiscal year is good news as it would help reduce the impact of the  -24% return in 2008-2009 and the impact of 
the three year phase in adopted by the Board in June 2009.  For purposes of projecting future employer rates, we are assuming 
an 11% investment return for fiscal year 2009-2010. 
 
Based on an 11% investment return for fiscal year 2009-2010 and assuming that all other actuarial assumptions will be realized 
and that no further changes to assumptions, contributions, benefits, or funding will occur between now and the beginning of the 
fiscal year 2012-2013, the effect on the 2012-2013 Employer Rate is as follows: 
 

Estimated 2012-2013 Pool’s Base 
Employer Rate 

Estimated Increase in Pool’s Base 
Employer Rate between 2011-2012 and 

2012-2013 

10.0% 0.4% 
 

As part of this report, a sensitivity analysis was performed to determine the effects of various investment returns during fiscal 
year 2010-2011 on the 2013-2014 employer rates.  Once again, the projected 2013-2014 rate increases assume that all other 
actuarial assumptions will be realized and that no further changes to assumptions, contributions, benefits, or funding will occur 
between now and the beginning of fiscal year 2013-2014. 
 
Five different 2010-2011 investment return scenarios were selected.   

 The first scenario is what one would expect if the markets were to give us a 5th percentile return.  The 5th percentile 
return corresponds to a -11% return for the 2010-2011 fiscal year.   

 The second scenario is what one would expect if the markets were to give us a 25th percentile return.  The 25th 
percentile return corresponds to a 0% return for the 2010-2011 fiscal year.   

 The third scenario assumed the return for 2010-2011 would be our assumed 7.75% investment return which 
represents about a 47th percentile event.   

 The fourth scenario is what one would expect if the markets were to give us a 75th percentile return.  The 75th 
percentile return corresponds to a 16% return for the 2010-2011 fiscal year.   

 Finally, the last scenario is what one would expect if the markets were to give us a 95th percentile return.  The 95th 
percentile return corresponds to a 27% return for the 2010-2011 fiscal year.   

 
The table below shows the estimated 2013-2014 contribution rate and the estimated increase over the 2012-2013 rate for your 
plan under the five different scenarios. 
 

2010-2011 Investment 
Return Scenario 

Estimated 2013-2014 Pool’s 
Base Employer Rate 

Estimated Increase in Pool’s Base 
Employer Rate between 2012-2013 

and 2013-2014 
 -11% 16.0% 6.0% 
    0% 13.6% 3.6% 
7.75% 11.9% 1.9% 
   16% 10.3% 0.3% 
   27% 10.2% 0.2% 

 
The rates shown on this page are the Pool’s Base Employer Rates.  This is the Pool’s Net Normal Cost (excluding surcharges for 
Class 1 Benefits) plus the payment of the pool’s amortization bases. 
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UNDERSTANDING PENSION DISCOUNT RATES AND LIABILITIES 
 
Governmental Accounting Standards Board 
 

 CalPERS complies with the accounting standards of the Governmental 
Accounting Standards Board (GASB) to calculate the unfunded liability of its 
pension plans. GASB is a non-profit organization that formulates accounting 
standards for state and local governments. GASB standards are not law but are 
accounting principles that improve the relevance of financial reporting.  

 
“Risk-Free” Discount Rate as Assumed Rate of Return on Investment 
 

 Recent media coverage of public pension liabilities includes the debate over 
whether public pension liabilities should be measured using a lower assumed 
rate of return on investment such as a “risk-free” discount rate.  

 The “risk-free” discount rate is commonly used to calculate a plan’s settlement 
cost in the private sector should a plan terminate due to a company bankruptcy, 
acquisition, or freezing of the pension plan. This measure of liabilities is known 
as the Market Value of Liabilities (MVL). 

 MVL is the methodology promoted by a field of study known as financial 
economics. MVL is based on a corporate finance model3. 

 In the private sector, corporate accounting standards are guided by the 
Financial Accounting Standards Board (FASB) which requires corporate 
pensions to calculate and disclose their MVL.  

 
Should Public Pensions Use a “Risk-Free” Discount Rate? 
 

 Some argue that a “risk free” discount rate should be used to value public 
pension liabilities because the benefits promised to employees are guaranteed 
and “risk free.” 

 If public pension plans use a “risk-free” discount rate to project liabilities, the 
liabilities would increase based on the assumption that the plan would earn a 
low rate of return on investments; thereby, increasing costs to employers.  

 If pension plans utilized an investment strategy that solely invests in risk-free 
assets, billions of dollars in potential investment income would be left on the 
table. It has been demonstrated over time that pension funds can earn a 
premium over the risk-free rate by investing in a diversified portfolio with an 
acceptable level of risk. These earnings have historically financed the majority 
of pension liabilities rather than financing through employer contributions which 
can impact taxpayers. Historically, about 65 to 75 percent of CalPERS pension 
fund revenues come from investment returns, not taxpayers or workers. 

 CalPERS believes discount rate assumptions should be left to GASB and 
professional actuarial organizations. 

 GASB and actuarial standards of practice do not require public pension 
systems to use a “risk-free” discount rate. The recommended discount rate 

                                                 
3 Keith Brainard, NASRA White Paper: Public Pensions and Market Value of Liabilities, July 21, 2008, Pages 1-2 
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assumption is the investment return that one can realistically expect over the 
long term from a pension fund’s investment strategy. 

 CalPERS complies with GASB and current actuarial standards by using a 
discount rate assumption that is in line with its expected long-term investment 
return.  

 Fuel was added to this debate when a few recent studies concluded that 
CalPERS pension liabilities were much higher than reported because these 
studies used a “risk-free” discount rate of about 4% as the assumed investment 
rate of return to produce the inflated liability figure. 

 Using a “risk-free” discount rate would be appropriate if the assets of pension 
funds were invested only in low-yielding Treasury securities, but most pension 
fund investment portfolios are much more diversified and earn higher returns 
than Treasury securities alone.  

 
CalPERS Evaluates the Assumed Investment Rate of Return 
 

 CalPERS periodically re-evaluates its assumed investment rate of return for 
possible changes. 

 The most recent CalPERS asset allocation and liability review began in March 
2010 and ended in March 2011.  

 These reviews are periodic top-to-bottom reviews of our asset allocation and 
our investment return assumptions.  

 Part of this effort includes reaching out to a wide-ranging group of experts with 
varied opinions through a series of open, honest discussions that underscore 
CalPERS commitment to transparency and openness. These meetings are 
open to the public.  

 
CalPERS serves as an honest broker of information and works to ensure that 
information about our system and public pensions is accurate and factual. 
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FUNDING RETIREE HEALTH BENEFITS  
 

RETIREE HEALTHCARE COST 
 

There has been increased attention on how to pay for retiree health insurance 
benefits; concerns about the solvency of the Medicare program; an expanding 
population of elderly people who are living longer; enhanced and more expensive 
treatments for acute and chronic medical conditions of the elderly; and, the rapidly 
growing cost of promised retiree health benefits. 
  
Since 2006, accounting standards created by the Governmental Accounting Standards 
Board (GASB) require public employers to measure and to report the future cost of 
Other Post-Employment Benefits (OPEB), including retiree health benefits promised to 
their employees. The OPEB accounting standards are similar to the pension 
accounting standards with which the CalPERS pension plan complies. At that time, a 
cost-effective statewide OPEB prefunding program for public employers did not exist. 
  
Effective January 2009, a new State law (G.C. Section 7507), based on 
recommendations by  a post-employment benefit commission established by the 
governor, required public employers to prepare and publicly disclose an actuarial cost 
analysis when considering changes to retirement benefits or OPEB. 
 

 CALIFORNIA EMPLOYERS’ RETIREE BENEFIT TRUST 
 

Anticipating these developments, and having observed that public employers lacked a 
cost-effective vehicle to prefund retiree health benefits, the CalPERS Board launched 
the California Employers’ Retiree Benefit Trust (CERBT) program in 2007. 
 
The purpose of the CERBT is to provide California government employers with a trust 
through which they can prefund retiree health insurance and other post-employment 
benefit costs. CalPERS’ goal is to ensure the sustainability of the CalPERS pension 
and health benefit systems. Prefunding, paying for benefits as they are earned, 
investing the payments, and using both investment returns and the contributions to 
fund retiree benefits, ensures greater sustainability of benefits. 
 
California public employers can prefund retiree health benefits through the CERBT 
program in the same manner that employers prefund pension benefits through the 
CalPERS Public Employees’ Retirement Fund (PERF). The CERBT program has 
grown quickly since it began operation in 2007. In its first three years of operation, 258 
California public agency employers contributed more than $1.3 billion to the trust fund 
to prefund the future benefits of over 185,000 Californians. Since the inception of the 
program, the CERBT has grown into the largest multiple public employer OPEB trust 
in the nation. 
 
The CERBT program’s success is due to a number of factors:   

 CalPERS record of excellent long-term investment management 
 Uncomplicated, low cost program administration 
 Continuous efforts to improve CERBT services  
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 Technical assistance in compliance and reporting 
 Effective employer and member education about the importance of pre-funding 

 

NUMBER OF EMPLOYERS CONTRACTED 

As of June 30, 2010 

TYPE OF EMPLOYER NUMBER 
CONTRACTED 

CITIES 79 
COUNTIES 11 
COURTS 3 
SCHOOLS & COUNTY 
OFFICES 23 

SPECIAL DISTRICTS 143 
STATE OF CALIFORNIA 1 

 

NUMBER OF COVERED LIVES 

As of June 30, 2010 

EMPLOYEE 
STATUS MISCELLANEOUS SAFETY 

ACTIVE 107,206 23,503 
RETIRED  42,308 14,857 
  TOTALS 149,514 38,360 

 
 

LOW COST MANAGEMENT 
 

The CERBT program receives voluntary contributions from employers and invests 
those contributions in public market securities. The contributions and the investment 
returns are held in a trust fund dedicated exclusively to paying for OPEB promised by 
employers to their retired employees. 
 
Although accounted for by individual employer, the assets held in trust by the CERBT 
are pooled in order to broaden investment opportunity and to minimize cost. CalPERS 
investment staff manage CERBT investments. The CalPERS Board sets the 
investment policy and asset allocation of the CERBT. 
 
CERBT management fees have been low, less than 0.1 percent of trust assets in each 
of the first three years of operation. CERBT management cost is paid by participating 
employers; the management cost will vary from year to year. 
 

INVESTMENT MANAGEMENT 
 
The investment objective of the CERBT is to seek favorable returns that reflect the 
broad investment performance of the financial markets through capital appreciation 
and investment income. The CERBT provides opportunities for long-term growth of 
capital balanced with stable income. It utilizes the concept of diversification through 
asset allocation. It is designed to carry a lower level of risk than a portfolio consisting 
entirely of common stocks.  
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ASSET ALLOCATION STRATEGIES 
 

In March 2011, the CalPERS Board of Administration approved three asset allocation 
strategies. These three strategies allow employers to match the level of funding risk to 
the characteristics of their OPEB plan. This asset allocation policy mix is effective for 
OPEB cost reports (actuarial valuations and Alternative Measurement Method reports) 
dated after June 15, 2011. The chart below shows the three asset allocation 
strategies. 

 
  

ASSET 

CLASSIFICATION 
ASSET  

ALLOCATION 1 
ASSET 

ALLOCATION 2 
ASSET  

ALLOCATION 3 

GLOBAL EQUITY   66.0%  50.1%  31.6% 

U.S. NOMINAL BONDS   18.0%  23.9%  42.4% 

GLOBAL REAL ESTATE     8.0%    8.0%    8.0% 

INFLATION LINKED 
BONDS     5.0%   15.0%   15.0% 

COMMODITIES     3.0%    3.0%    3.0% 

   TOTALS 100.0% 100.0% 100.0% 
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CONTRACTING FOR BENEFITS 
 

THINGS TO CONSIDER WHEN CONTRACTING FOR, OR AMENDING 

YOUR CalPERS DB PLAN 
 
When employers are considering contracting for the CalPERS DB Plan or amending 
their current plan, we recommend that the agency consider the following: 
 

 Your Objective – Why are you interested in providing retirement benefits? Do 
you want a tool that promotes recruitment and retention efforts? Do you want a 
retirement plan that can provide incentives for encouraging employee attrition 
during difficult periods?  Do you want the plan to be the primary income 
replacement vehicle in retirement? If your answer to any of these questions is 
yes, you may want to consider the CalPERS Defined Benefit Plan. 

 Cost – Request an actuarial valuation to identify the cost of the plan. Pay close 
attention to optional benefits which may increase your cost.  

 Intended Income Replacement Level – Generally, experts recommend an 
income replacement level of 70 to 90 percent of income depending on various 
factors including benefit coordination with Social Security, income level, age 
and marital status.4 

 
Note: Both State and public agency benefit formula and other contract option 
amendments generally occur as a result of the collective bargaining process between 
represented employee groups and the employer. 
 
Government Finance Officers Association (GFOA) Recommended 
Considerations5 
 
CalPERS supports some key GFOA recommendations on essential design elements 
that pension administrators and finance professionals should consider. Some 
applicable GFOA recommendations are outlined below. 
 

1. Key plan design considerations should include: 
 

 The desired amount of the benefits to be provided by the plan. This may be 
identified as the intended income replacement level in retirement. 
Consideration may include future purchasing power retention for retirees 
through the use of other post retirement benefit adjustments, such as cost of 
living adjustments (COLAs). 

 Components of the formula to achieve desired benefits (benefit percentage, 
years of service and final average compensation). 

 
2. Funding considerations. Funding sustainability is vital to the functioning of a DB 

plan. A plan must be funded in a sustainable manner to ensure its long-term 
viability and fiscal integrity. Plan sponsors should consider the following: 

                                                 
4 Almeida, B., Fornia, W.B., A Better Bang for the Buck, National Institute on Retirement Security, August 2008 
5 Government Finance Officers Association, Best Practice: Essential Design Elements of Defined Benefit Retirement Plans 
(2008)(COBRA), February 22, 2008 
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 Understand the key components associated with the cost of the plan, which 

are determined through actuarial analysis. 
 Ensure manageable funding mechanisms are in place to meet the desired 

benefit levels. Determine the cost-sharing strategy between the employer 
and employees, specifically if employee contributions will be participatory. 
Investment returns on pension fund assets are also an important part of the 
funding structure. 

 Have all benefit enhancements actuarially valued before they can be 
approved in order to ensure a complete understanding of their long-term 
financial impacts. 

 
Suggested Questions  

 
As an elected official, below are some questions you may want to ask management 
about a new defined benefit plan or a current defined benefit plan. 
 

1. What is the typical pension benefit a career employee will receive from the 
pension plan? What percentage of income does this replace?  
 

2. Are our employees covered by Social Security? If so, what percentage of 
income will the combined total of retirement benefit and social security benefit 
replace? 

 
3. What percentage of salary do employees pay toward their pension benefits? 

 
4. How much do we pay toward pension benefits? What percentage of salary is 

this?   
 

5. How do the retirement benefits we provide our employees compare with the 
retirement benefits other public employers provide their employees? 

 
6. How well funded is our plan?  

 
7. How much can alternative plan designs, such as second tier, reduce our costs 

now and in the future? 
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CONTRACTING FOR, OR AMENDING CalPERS DB PLAN BENEFITS 

AND EMPLOYER RESPONSIBILITIES 
 

CONTRACTING OR AMENDING BENEFITS 
 
A potential CalPERS contracting employer must be a public agency as defined by the 
California Public Employees' Retirement Law (PERL) which states: 
 “’Public agency’ means any city, county, district, other local authority or public body of 
or within this state.” 
 
Agencies can provide retirement benefits for two general categories, Miscellaneous 
and Safety. Contracts vary depending upon the member categories covered, the 
formula the agency elects to provide, and the optional benefit provisions selected from 
the group of approximately 50 benefits. These optional benefits may be provided at the 
time the original contract is established or they may be added later through the 
contract amendment process.  
 
If an agency is eligible to contract with CalPERS, they can contact us to obtain an 
initial packet that includes an Agency Questionnaire, Optional Benefits Listings, 
Summary of Major Provisions, and copies of applicable benefits and publications. If 
they choose to contract with CalPERS for retirement benefits, an actuarial valuation, or 
cost analysis, is completed based on the benefits they have selected. The contract 
process takes several months to complete, and the cost of the plan to the agency is a 
percentage of the total member payroll as determined by the actuarial valuation. In 
addition, there are administrative fees for initially contracting and prior service 
calculations. There is also a fee for the actuarial valuation.  
 
Public agencies may include various contract options in their retirement plan or 
plans. They may have a miscellaneous plan for employees who are not in a hazardous 
occupation, and one or more safety plans for police, firefighters, peace officers, and 
other safety employees. 
 
Statutes require some features of public agency plans; others are optional.  For 
example, a public agency must decide which of several possible service retirement 
formulas to provide. 
 
The agency must also select whether to: 
 

 Calculate retirement benefits using the highest one or three years of 
compensation  

 Provide service credit for unused sick leave 
 Permit employees to purchase various military or other forms of service credit 
 Permit industrial disability retirement for miscellaneous members 
 Offer the maximum cost of living adjustment 
 

The agency must also determine the amount of the lump sum death benefit for retired 
members and the level of benefits to provide to survivors of employees not covered by 
Social Security. 
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Most CalPERS employers are in a “risk pool.” Risk pooling consists of pooling assets 
and liabilities across employers to produce large risk-sharing pools that will 
dramatically reduce or eliminate the large fluctuations in the employer’s contribution 
rate caused by unexpected demographic events. The CalPERS Board is authorized to 
create risk pools for public agencies and mandate participation for all plans with less 
than 100 active members. Plans are assigned to risk pools based on their service 
retirement formula. 
 
Each pool is required by statute to contain the following benefits: 
 

 Credit for Unused Sick Leave 
 Public Service Credit for Periods of Layoffs 
 Public Service Credit for Peace Corps or AmeriCorps: VISTA Service 
 Public Service Credit for Service Rendered to a Nonprofit Corporation 
 Military Service Credit as Public Service 
 Military Service Credit for Retired Persons 
 Local System Service Credit Included in Basic Death Benefit 
 Pre-Retirement Option 2W Death Benefit 

 
All other optional benefits are available to employers participating in risk pools. 
Optional benefits are allowed to vary within the same pool, but an employer 
contracting for a more expensive optional benefit will be required to pay a surcharge in 
addition to the pool’s rate.  
 
Some additional optional benefits include, but are not limited to: 
 

 Credit for Local Retirement System Service After Contract Date 
 Two Years Additional Service Credit 
 Public Service Credit for Periods of Layoff 
 Employees Sharing Cost of Additional Benefits 
 Post-Retirement Survivor Allowance 
 Optional Membership for Part-Time Employees 

 
Changes to contracting public agency benefits involve certain requirements which 
include, among other things, making changes public before the agency establishes or 
amends their contract with CalPERS through a public vote of their governing board. 
Benefit formula and other contract option changes generally occur as a result of the 
collective bargaining process between employee groups and the employer. A change 
in employee contribution rates must be approved by employees during a secret ballot 
election. Amendments that impair the vested rights of employees, such as a reduction 
in benefits without a concurrent comparable improvement in other benefits, are not 
permitted. CalPERS provides an estimated cost of contract amendments or benefit 
formula changes to employers that are considering changes. 
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EMPLOYER RESPONSIBILITIES 
 

Once an agency has entered into a contract for retirement benefits with CalPERS, 
they have a number of responsibilities to fulfill, such as: 
 

 Enroll eligible employees timely upon qualification for membership, follow 
membership rules and maintain changes to employment status throughout each 
employee’s career. 
 

 Report compensation and contributions accurately and timely, and provide 
payment to CalPERS promptly. 
 

 Be transparent, and be knowledgeable of the contract and changes in the laws 
that may affect your contract. For example, you should be aware that you are 
required to make salary schedules publicly available. 

 
 Comply with all of the provisions of the California Public Employees’ Retirement 

Law (PERL). Every employer receives a copy of the PERL from CalPERS each 
year as it is updated. 

 
CalPERS routinely conducts employer reviews to ensure that our contracting 
employers are in compliance with their responsibilities. Failure to comply with any of 
the employer responsibilities can result in administrative fees charged to the employer. 
Extended failure to comply with employer responsibilities can result in termination of 
the contract between CalPERS and the agency, and can affect employees’ benefits. 
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CONTRACTING FOR OTHER BENEFITS 
 

HEALTH BENEFITS  
 
The Public Employees’ Medical and Hospital Care Act (PEMHCA) mandates the 
CalPERS Health benefits program. To contract for the CalPERS health benefits 
program, employers are required to meet eligibility criteria established by PEMHCA. 
The agency must meet the definition of a qualified employer. Eligible employers 
include cities, counties, school districts, and special districts. The employer must 
provide a retirement system for employees funded wholly or in part by public funds to 
which the employer makes contributions on behalf of the employee. In addition, the 
employer must offer all eligible active and retired employees the opportunity to enroll in 
the CalPERS Health Benefits Program and provide an employer contribution toward 
health benefits for both active and retired employees. 
 
For information on how to contract for benefits, go to the employer section of the 
CalPERS website at www.calpers.ca.gov or call (916)795-1233. 
 

CalPERS SUPPLEMENTAL INCOME 457 PLAN 
 
The CalPERS Supplemental Income 457 Plan is open to all California public agencies 
and school districts.  To adopt the plan, public agencies and schools may visit the Plan 
Employer web site at www.calpers-sip.com, to obtain a CalPERS 457 Plan Adoption 
Kit; or contact the CalPERS 457 Plan Employer Information Line toll-free (800) 696-
3907. 
 

CALIFORNIA EMPLOYERS' RETIREE BENEFIT TRUST FUND (CERBT) 

The California Employers’ Retiree Benefit Trust (CERBT) Fund is open to all California 
government employers. The CERBT services include: investment management, low 
cost, compliant GASB 45 reporting, and simple administrative procedures. To obtain 
more information on contracting for the program, please visit the employer section of 
the CalPERS website at www.calpers.ca.gov under the employer tab, click on 
Employer Information, then GASB 45 and the California Employers’ Retiree Benefit 
Trust Fund. 

For assistance with the contracting process and submission requirements, or to 
request forms and instructions by mail, send an email to CORE4U@calpers.ca.gov or 
contact the CalPERS Employer Contact Center toll-free at 888 CalPERS (or 888-225-
7377). 

  

http://www.calpers.ca.gov/
file://CALPERS-APP3/MBSB01/SHAREDIR/OPPD/Business%20Plan/2010-2011/Toolkit/Final%20Local%20Toolkit/www.calpers-sip.com
http://www.calpers.ca.gov/
mailto:CORE4U@calpers.ca.gov


41 
 

CONTACT CalPERS 
 
 
Contact us online:  www.calpers.ca.gov 
CalPERS Phone Numbers 

You can reach us at the phone numbers shown below, Monday through Friday, 8:00 
a.m. to 5:00 p.m. (CalPERS offices are closed on State and federal holidays.) 

BUSINESS AREA PHONE NUMBERS 

CalPERS CUSTOMER CONTACT CENTER 

  

888 CalPERS 
(or 888-225-7377) 
TTY: (916) 795-3240 

CalPERS BOARD OF ADMINISTRATION 
  

(916) 795-3829 

CalPERS EXECUTIVE STAFF 
  

(916) 795-3829 

CalPERS SUPPLEMENTAL INCOME 457 PLAN 

CUSTOMER SERVICE 

EMPLOYER SERVICE 

  

(800) 260-0659 

(800) 696-3907 
CalPERS LONG-TERM CARE PROGRAM 

CUSTOMER SERVICE 

EMPLOYER SERVICE 

  

(800) 982-1775 

(800) 845-8427 

PERSCARE / PERS CHOICE HEALTH PLANS 
  

(877) 737-7776 

JUDGES', JUDGES' II & LEGISLATORS' 
RETIREMENT SYSTEMS 
  

(916) 795-3688 

CalPERS SUPPLEMENTAL CONTRIBUTIONS PLAN 
  

(877) 564-2022 

STATE PEACE OFFICERS' & FIREFIGHTERS' 
(POFF) SUPPLEMENTAL PLAN 

(888) 600-POFF(7633) 

 

file:///C:/Users/EFong2/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/VT486VXM/www.calpers.ca.gov


 
 

 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
 City Council Agenda Item: 

 
Meeting Date: 

 
4A 
 
02/22/2012 

                                                                                            
Department 

Administration 
Staff Contact 

Gay Johann, City Clerk 
Agenda Item Title 

Proclamation declaring March 2012 as Big Read Sonoma County Month. 
Summary 

Cheryl Scholar, Director of Community Engagement and Volunteer Manager, KRCB North Bay 
Public Media requested a proclamation declaring March 2012 as Big Read Sonoma County Month. 
 

KRCB, a service of Northern California Public Media and the Sonoma County Public Library System 
have joined the efforts of the National Endowment for the Arts to restore reading to the center of 
American life by bringing The Big Read—a program of the National Endowment for the Arts in 
partnership with Arts Midwest—to Sonoma County residents during the month of March 2012 
choosing Bless Me, Ultima as the featured book in Big Read, Sonoma County. 
 

In keeping with City practice, the representatives have been asked to keep the total length of their 
follow-up comments and/or announcements to not more than 10 minutes. 

Recommended Council Action 
Mayor Sanders to present the proclamation. 

Alternative Actions 
Council discretion. 

Financial Impact 
n/a 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  

 
Attachments: 

1.  Proclamation 
 
Copy via email: Cheryl Scholar 
 
 
 
 
 
 
 
 
 





















































 

 

City of Sonoma 

City Council 

Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
5C 
 
02/22/2012 

 
Department 

Administration 
Staff Contact  

Linda Kelly, City Manager 
Agenda Item Title 

Approve the Assignment, Novation and Consent Agreement with GHD Inc. and Winzler & Kelly 
Consulting Engineers for City Engineering Services 

Summary 
The contract with Winzler & Kelly Consulting Engineers for City engineering services was executed 
by the City on August 2, 2006.  On October 4, 2011 Winzler & Kelly merged with GHD and as of 
January 1, 2012, Winzler & Kelly has formally changed their name to GHD Inc.  GHD is a global 
engineering firm with approximately 6,000 employees worldwide.  With this merger, the City has 
access to an international network of engineers, architects and environmental scientists but will still 
maintain its streamlined, high quality service with the same engineers that currently serve the City.  
The office where the services for the City will remain in Santa Rosa. No other substantive change, 
other than the company’s name change, is expected. The City Attorney has reviewed and approved 
the agreement as to form. 

 

Recommended Council Action 
Approve the Agreement with GHD Inc. and Winzler & Kelly Consulting Engineers and authorize City 
Manager to execute the agreement. 

Alternative Actions 
None. 

Financial Impact 
The compensation terms of the original master agreement will remain the same. 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: Assignment, Novation and Consent Agreement 
 

 

















 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
5D 
 
2/22/12 

 
Department 

Administration 
Staff Contact  

Linda Kelly, City Manager 
Agenda Item Title 

Approval of Fee Agreement Letter with Rutan & Tucker LLP as Special Counsel to the City of 
Sonoma 

Summary 
Since 1996, Rutan & Tucker has provided legal counsel for the Sonoma Community Development 
Agency (CDA). In transitioning to the Successor Agency and the numerous issues to be worked out 
and implemented with respect to AB1X 26, staff recommends that Rutan & Tucker be retained as 
special counsel to the City of Sonoma to assist with these redevelopment dissolution and Successor 
Agency issues.  The attached fee agreement would memorialize the retention of Rutan & Tucker as 
special counsel to the City.  This agreement is presented for approval on both City and Successor 
Agency consent calendars. 

Recommended Council Action 
Approve Agreement and authorize City Manager to execute the agreement. 

Alternative Actions 
None. 

Financial Impact 
The hourly rate would remain the same as current, $215 per hour. 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Fee Agreement Letter 
cc: 

 
 

































 
 

 
 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
 City Council Agenda 

Item: 
 

Meeting Date: 

 
5E 
 
 
2-22-2012 

Department 
Administration 

Staff Contact 
Assistant City Manager/ City Attorney 

Agenda Item Title 
 
Ratification Action of City Council from January 18, 2012 by approving the Resolution for a Refuse 
Rate Increase and Related Program Elements  
 
Summary 
At the Public Hearing held on January 18, 2012, the City Council considered a rate increase proposal 
submitted by the City’s franchise Refuse Hauler, Sonoma Garbage Company, Inc. [SGC] for the 2012 
annual period.   
 
Following review and consideration of the item and receiving public testimony, the Council unanimously 
approved the rate increase and related elements as follows: 
 
(1) a Refuse Rate Adjustment and Certain Program Modifications for 2011-2012 with City Franchisee 
Sonoma Garbage Company, Inc. (“SGC”);  
(2) Fourth Amendment to Contract (Franchise Agreement with SGC); and  
(3) Indemnification Agreements with Keller Canyon and Redwood Landfills 
 
Based on the approvals, the City Attorney has prepared the necessary resolution incorporating all the 
elements of the action. 
 
 
Recommended Council Action 
Approve resolution ratifying action from January 18, 2012. 
 
Alternative Actions 

Request additional information. 
Financial Impact 

Potential increase in Franchise Tax revenue 
Attachments 

Resolution 
Fourth Amendment to Contract with Sonoma Garbage Collectors, Inc. 

cc: 

Sonoma Garbage Collectors 
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City of Sonoma 
City Council/CDA 

Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
5F 
 
2/22/12 

 
Department 

Planning and Community Services  

Staff Contact  
David Goodison, Planning Director 

Agenda Item Title 
Adoption of amendments to the Sonoma Municipal Code establishing new and modified regulations 
addressing live music performances and special events. 

Summary 
Over the last twelve months, the Planning Commission has engaged in an evaluation of the 
Development Code provisions pertaining to live music and special events. At its meeting of 
November 7, 2011, the City Council held its first review draft revisions to the Municipal Code 
recommended by the Planning Commission to better address these activities. In the course of that 
review, two areas of concern were identified: 1) the Council felt that there should be greater certainty 
with respect to the issuance of a music license for a successor business when no substantial 
changes were proposed with respect to the operation of the music venue; and 2) the Council was 
concerned that the findings associated with the revocation of a Music Venue License were too open-
ended. In consultation with the City Attorney, revisions were developed to address these concerns 
that were reviewed by the Planning Commission at its meetings of December 12, 2011 and January 
12, 2012. At the January meeting, the Planning Commission voted unanimously to forward the 
amended ordinance to the City Council.  
When the City Council reviewed the revised ordinance at its meeting of February 6, 2012, the 
Council voted unanimously to introduce the ordinance, with specified amendments.  

Recommended Council Action 
Adopt the music license/special events ordinance, as previously amended by the City Council. 

Alternative Actions 
 N.A. 

Financial Impact 
This ordinance has been developed as part of the normal work effort of the Planning Department. 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Ordinance as first read 

cc: Music License mailing list 
 

 



CITY OF SONOMA 
 

ORDINANCE NO. XX - 2012 
 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SONOMA 
AMENDING TITLE 5 AND TITLE 19 OF THE SONOMA MUNICIPAL CODE BY 

ESTABLISHING A LICENSING PROCESS FOR LIVE MUSIC VENUES AND BY 
AMENDING ZONING REGULATIONS PERTAINING TO THE REGULATION OF 

MUSIC VENUES AND OF SPECIAL EVENTS 
 
The City Council of the City of Sonoma does ordain as follows: 
 
Section 1. Music Venue Licensing (Title 5). 
 
Chapter 5.34, “Music Venue” licensing is hereby established added to the Sonoma Municipal 
Code to read as set forth in Exhibit “A”. 
 
Section 2. Amendments to “Zones and Allowable Uses” (Title 19, Division II) of the Sonoma 
Municipal Code. 
 
A. Table 2-2 is amended to add “Music Venue” and “Special Event Venue” and delete 
“Restaurant with live music” as follows: 
 
Allowed Uses and Permit 
Requirements for Commercial 
Zoning Districts 

Permit Required by District P Use Permitted 
UP Use Permit required 
L License required 
— Use not allowed 

Land Use C CG Specific Use Regulations 
Music Venue L L SMC 5.34 
Special Event Venue UP UP  
Restaurant, with live music UP UP  
 
B. Table 2-3 is amended to add “Music Venue” and “Special Event Venue” and to delete 
“Nightclubs and Bars” and “Restaurant with live music”, as follows: 
 
Allowed Uses and Permit 
Requirements for Commercial 
Zoning Districts 

Permit Required by District P Use Permitted 
UP Use Permit required 
L License required 
— Use not allowed 

Land Use MX Specific Use Regulations 
Nightclubs and Bars UP  
Music Venue L SMC 5.34 
Special Event Venue (9) UP  
Restaurant, with live music UP  
 
(9) On sites of one acre in size or larger. 
 



Section 3. Amendments to “Special Use Standards” (Title 19, Division IV) of the Sonoma 
Municipal Code. 
 
Section 19.50.040.1.1.c (Home Occupations) is hereby amended to read as follows: 
 
I.2 Examples of prohibited home occupation uses. The following are examples of nonresidential 
uses that are not incidental to or compatible with residential activities, and are therefore 
prohibited as home occupations: 
 
c. Dance or night clubs and music venues; 
 
Section 4. Amendments to “Special Use Standards” (Title 19, Article IV). 
 
Section 19.50.050.F.2.d (Live/Work) is hereby amended to read as follows: 
 
F.2 Examples of prohibited uses. The following are examples of uses that are not compatible 
with residential activities, and are therefore prohibited as within Live/Work developments: 
 
d. Dance or night clubs and music venues; 
 
Section 5. Amendments to “Planning Permit Procedures” (Title 19, Division V) of the Sonoma 
Municipal Code. 
 
Section 19.54.030 (Temporary Use Permits) is hereby amended in its entirely to read as set 
forth in Exhibit “B”. 
 
Section 6. Amendments to “Definitions” (Title 19, Division VIII) of the Sonoma Municipal Code. 
 
Section 19.92.020 (Definitions of Specialized Terms and Phrases) is hereby amended to include 
the following definitions: 
 
A. Special Event 
 
Special Event. The rental or other use of a property by a third-party for an activity such as a 
wedding, reception, retreat, conference, fund-raising event or musical performance. 
 
B. Special Events Venue 
 
Special Events Venue. A building, building complex, and/or outdoor area used to regularly 
accommodate events such as weddings, receptions, retreats, conferences, fund-raising events, 
and musical performances, including the rental of the venue to third parties for such purposes. A 
special events venue may be a stand-alone use or may be associated with another use such as 
a hotel. 
 
Section 7. Exemption from Environmental Review. 
 
The amendments to the Municipal Code effected by this ordinance are exempt from 
environmental review pursuant to Section (b)(3) of title 14 of the California Code of Regulations, 
as it can be determined with certainty that there is no possibility that establishing more 
restrictive regulations on music venues and special events may have a significant effect on the 
environment. 



 
Section 8. Effective Date. 
 
This ordinance shall become effective thirty (30) days from and after the date of its passage. 
 
PASSED, APPROVED AND ADOPTED by the City Council of the City of Sonoma this XX day 
of XX 2012.  
 

___________________________ 
Joanne Sanders, Mayor 
 
ATTEST: 
___________________________ 
Gay Johann, City Clerk 

 
State of California   ) 
County of Sonoma ) 
City of Sonoma ) 
 
I, Gay Johann, City Clerk of the City of Sonoma, do hereby certify that the foregoing ordinance 
was adopted on XXX, 2012 by the following vote: 
 
   AYES:   
   NOES:   
   ABSENT:  
 
       ____________________________ 
       Gay Johann, City Clerk  
 
 
 



Exhibit “A” 
 
 

Chapter 5.34 
Music Venue Licensing 

 
5.34.010 Purpose.  
Music Venue Licenses are intended to provide uniform and comprehensive regulations to ensure that 
live music performances are conducted in a manner that is compatible with adjacent land uses. The 
procedures of this Chapter provide for the review of the location, design, configuration, and potential 
impacts of the Music Venue to be licensed, to evaluate the compatibility of the proposed activity with 
surrounding uses and the suitability of the activity to the site. 

 
5.34.020 Music Venue Defined.  
Music Venue. For the purpose of this chapter, a “Music Venue” shall be defined as follows: A 
building, building complex, and/or an indoor or outdoor area used to accommodate musical 
performances, including live music, the presentation of music played on sound equipment operated 
by the owner or by an employee, an agent or a contractor of the venue commonly known as a “disc 
jockey” or “DJ”, and karaoke. A Music Venue may be a stand-alone use or may be associated with 
another use such as a restaurant. “Nightclubs and Bars”, “Special Event Venues”, and “Winery 
Accessory Uses” as defined and regulated in Title 19 of the Municipal Code shall not be considered  
Music Venues and shall not be regulated by this Chapter. 
 
5.34.030 License Requirement.  
No person shall operate a Music Venue within the city limits without a valid Music Venue License, 
except on those properties for which a use permit was issued allowing music performances prior to 
the adoption of this Chapter and in accordance with any applicable conditions. 
 
5.34.040 Applicability.  
A Music Venue License may only be granted within those zoning districts identified in Title 19, 
Division II (Zones and Allowable  Uses) as allowing Music Venues, subject to the approval of a 
License in compliance with the provisions of this Chapter. 
 
5.34.050 Application Requirements.  
An application for a Music Venue License shall be filed and processed in compliance with SMC 19.52 
Applications: Filing and Processing. In addition to the requirements specified in SMC 19.52, the 
submittal of a management plan shall be required that fully describes the operation of the proposed 
music venue, including hours of operation, placement of stage areas, proposed amplification (if any), 
noise buffering, days and hours of music performances, security arrangements, annual reporting to 
the City in accordance with SMC 5.34.130, and controls for ensuring compliance with this Chapter 
and the SMC and compatibility of the proposed activity with surrounding uses. 
 
5.34.060 Application Review, Notice and Hearing.  
Each Music Venue License application shall be analyzed by the City Planner to ensure that the 
application is consistent with the purpose and intent of this Chapter and shall be circulated for 
comment to other City Departments as necessary. The Planning Commission shall conduct a public 
hearing on an application for a Music Venue License. Notice of the public hearing shall be provided, 
and the hearing shall be conducted in compliance with Chapter 19.88 (Public Hearings). 
 
5.34.070 Findings, decision.  
Following a public hearing, the Planning Commission may approve or disapprove an application for 



a Music Venue License. The Planning Commission shall record the decision and the findings upon 
which the decision is based. The Planning Commission may approve a Music Venue License only if 
the Planning Commission first finds that: 
 
A. The proposed Music Venue License is consistent with the General Plan and the Development 

Code (SMC Chapter 19); 
B. The nature, scale and operating characteristics of the proposed Music Venue are compatible 

with the existing and future land uses in the vicinity; and 
C. When implemented, the management plan sufficiently assures ongoing compliance with hours 

of operation, security, noise control, and all other conditions that may be attached to the 
License. 

 
5.34.080 Conditions of approval.  
In approving a Music Venue License, the Planning Commission may adopt any conditions of 
approval deemed necessary to achieve consistency with the General Plan and any applicable Specific 
Plan, compliance with the provisions and purposes of this Chapter and any applicable provisions of 
the Development Code, and the protection of the public health, safety, and/or welfare.   
 
5.34.090 Change of Ownership.  
While the approval of a new music license is required under this Chapter upon a change in control of 
the ownership of a Music Venue or change in control of the ownership of the licensee, such approval 
shall not be unreasonably withheld by the Planning Commission, as long as the Commission makes 
the following findings, based on substantial evidence in the record: 
 
A. There was no pattern of violations associated with the Music Venue as operated by the 

predecessor business, operator, and/or licensee; and 
B. No substantial changes are proposed by the proposed, new licensee with respect to: 1) the nature, 

scale and operating characteristics of the music venue, and 2) the previously-approved 
management plan, unless those changes are necessary to remedy problems or shortcomings of 
the previous licensee’s management plan and/or operations; and  

C. The proposed new licensee possesses the resources, background and qualifications to comply 
with the previously-approved management plan (as may be amended by the Commission) and 
this Chapter; and 

D. There is no evidence that the proposed new licensee has violated the material terms and 
conditions of any permit, license or entitlement relevant to the operation of a music venue and 
previously granted to the proposed new licensee by any public agency.  

 
5.34.100 Expiration.  
A Music Venue License shall be exercised (namely, the activity or one of the activities for which the 
license was granted actually takes place) within six months from the final date of approval or the 
License shall become void, unless an extension is approved in compliance with SMC Chapter 19.56--
Permit Implementation, Time Limits, Extensions. 
 
5.34.110 Initial Review.  
Once a Music Venue License has been approved, the Planning Commission shall review the license 
within one year of it being exercised for compliance with conditions and a re-evaluation of its 
compatibility with adjoining uses. The Planning Commission shall conduct a public hearing on the 
initial review of a Music Venue License. Notice of the public hearing shall be provided, and the 
hearing shall be conducted in compliance with Chapter 19.88 (Public Hearings). Following a public 
hearing, the Planning Commission may extend the Music License or it may terminate the Music 
Venue License, based on consideration of the findings set forth in Section 5.34.120. The Planning 
Commission shall record the decision and the findings upon which the decision is based. In renewing 



a Music Venue License, the Planning Commission may amend the conditions of approval as deemed 
necessary to achieve consistency with the General Plan, compliance with the provisions and purposes 
of the this Chapter, Development Code, and the protection of the public health, safety, and welfare.  
 
5.34.120 Review and Termination.  
A Music Venue License may be reviewed and terminated by the Planning Commission in a public 
hearing at any time, subject to the notice requirements set forth in Chapter 19.88 (Public Hearings). 
A Music Venue License may be terminated by the Planning Commission based on any of the 
following findings, supported by substantial evidence in the record: 
  
A. The licensee has failed to comply with the conditions of approval attached to the Music Venue 

License, the management plan made part of the Music Venue License or any other regulations 
applicable to the activity authorized by the Music Venue License; or 

B. The findings set forth in Section 5.34.070 can no longer be made with respect to the Music 
Venue or the manner in which the Music Venue has been or is being operated, based on specific 
evidence in the record that demonstrates that the Music Venue is having significant adverse 
effects on the health, safety, or welfare of residences and/or businesses in its vicinity; or 

C. The licensee made misrepresentations in its application for a Music Venue License or otherwise 
failed to disclose thereon facts material to the decision whether or not to grant the Music Venue 
License to the licensee. 

 
5.34.130 Term and Renewal.  
A Music Venue License is valid for one year, after which it expires if not renewed prior to the 
completion of the one-year term. Following the initial Planning Commission review required under 
section 5.34.110, the annual renewal of a Music Venue license shall be processed administratively and 
shall not be subject to a public hearing requirement, provided that staff finds that the applicant is in 
compliance with the conditions of approval associated with the license and all other requirements of 
this Chapter. Otherwise, the renewal of the license shall be referred to the Planning Commission for 
review, subject to the notice requirements set forth in Chapter 19.88 (Public Hearings). 
Notwithstanding the foregoing, said License shall not expire unless the City has given written notice 
to the licensee of the date of expiration and the licensee fails to renew the License within thirty (30) 
days of receipt of said notice. 
 
5.34.140 Licenses not Transferrable.  
A Music Venue License is personal to the person or entity to whom or to which it is granted.  Only 
the licensee is permitted to engage in the activities described in the license and those activities may 
only occur on or at the premises described in the License. A Music Venue License may not be 
transferred and is not transferrable, except as specifically provided for in Section 5.34.090 (Change of 
Ownership).  For purposes of this Chapter, “transfer” shall also include a change in control of the 
ownership of any entity to which a Music Venue License is granted.  For purposes of this Chapter, 
“control” shall mean the ownership, directly or indirectly, of at least twenty-five percent (25%) of the 
voting securities of, or possession of the right to vote, in the ordinary direction of its affairs, of at least 
twenty-five (25%) of the voting interest in, any person or entity. 
 
5.34.150 Fees.  
Fees for an application for a Music Venue License and for the renewal of a Music Venue License shall 
be as established by the City Council, and amended from time-to-time, through the adoption of a 
Resolution.  
 

 

 



 



Exhibit “B” 
 
 

19.54.030--Temporary Use Permits 

 A. Purpose. A Temporary Use Permit allows short-term activities that might not meet the normal 
development or use standards of the applicable zoning district, but may be acceptable because of 
their temporary nature. In addition, a Temporary Use Permit may be granted by the Planning 
Commission in order to test the compatibility of a conditionally-allowed use. 

 B. Permitted temporary uses. The following temporary uses may be permitted in any zoning district 
(except as otherwise stated below) subject to the issuance of a Temporary Use Permit. Uses that 
do not fall within the categories defined below shall instead comply with the use and 
development restrictions and permit requirements that otherwise apply to the property, in 
compliance with Division II (Community Design). 

1. Construction yards. Off-site contractors’ construction yards in conjunction with an 
approved construction project. 

2. Seasonal sales lots and activities. Christmas tree sales lots or the sale of other seasonal 
products, haunted houses, along with temporary residence/security trailers. A permit shall 
not be required when the sales are in conjunction with an established commercial business 
holding a valid business license, provided the activity does not consume more than 15 
percent of the total parking spaces on the site and does not impair emergency vehicle access. 

3. Festivals Special events on private property. Carnivals, circuses, festivals, ethnic 
celebrations, and other similar special events on private property may be approved in mixed 
use, wine production, and commercial zoning districts provided that they do not continue 
for more than five consecutive days, and do not occur more often than four times per year. 
These uses shall also comply with any requirements of other City departments. 

4. Temporary offices and work trailers. A trailer, coach or mobile home as a temporary office 
facility, or work site for employees of a business: 

a. During construction or remodeling of a permanent commercial or industrial structure 
or residential development when a valid building permit is in force; or 

b. Upon demonstration by the applicant that this temporary facility is a short-term 
necessity while a permanent facility is being obtained or constructed. 

5. Special Events. The rental or other use of property by third parties for weddings, receptions, 
private parties, music performances, and similar events may be approved in any zoning 
district provided that they do not continue for more than one day and do not occur more 
often than two times per year. These uses shall also comply with any requirements of other 
City departments. The requirement for a Temporary Use Permit shall not apply to special 
events conducted in accordance with applicable conditions of approval within an approved 
Special Events Venue or other site for which a use permit for the same or substantially 
similar special events has previously been issued.  

6. Similar temporary uses. Similar temporary uses to those specified above which, in the 
opinion of the City Planner, are compatible with the zoning district and surrounding land 
uses. 

7. Trial Use. At its discretion, the Planning Commission may approve a Temporary Use 
Permit in order to verify the compatibility of a proposed Conditional Use. This allowance 
shall not apply to applications involving new structures or building modifications for which 
a building permit is required.  



 C. Duration. A Temporary Use Permit may be granted for up to one year. An extension, not to 
exceed one year, may be authorized by the Planning Commission, subject to the findings set 
forth in subsection J, below through Conditional Use Permit approval. The extension of a 
Temporary Use Permit by the Planning Commission shall be subject to the public notice and 
hearing requirements set forth in Chapter 19.88 (Public Hearings). 

 D. Temporary uses regulated by other provisions of the Municipal Code. The following temporary uses 
are subject to the referenced Municipal Code provisions instead of the requirements of this 
Section: 

1. Location filming. Location filming is subject to the provisions of Chapter 7.40 of the 
Municipal Code. 

2. City Parks and Playing Fields. The use of City parks, playing fields and other City-owned 
property is subject to the provisions of Section 9.12.280 of the Municipal Code. 

3. Parades. Parades on City streets are subject to the provisions of Chapter 12.20.030 of the 
Municipal Code. 

 E. Development standards. Standards for structure setbacks, heights, floor areas, parking and 
other structure and property development standards that apply to the type of use or the zoning 
district of the site may be applied to temporary uses, as deemed appropriate by the review 
authority. 

 F. Application requirements. A Temporary Use Permit application shall be filed with the Planning 
Department. The application shall be accompanied by the following: 

1. Illustrations. Sketches or drawings of sufficient size and clarity to show without further 
explanation the following: size and location of the property, location of adjacent streets, 
location and size of all structures on the site, location of structures on adjacent lots, location 
and number of parking spaces, and location of any temporary fences, signs, or structures to 
be installed as part of the temporary use; 

2. Statement of operations. Letter describing the hours of operation, days that the temporary 
use will be on the site, number of people staffing the use during operation, anticipated 
number of people using the facility during commercial operation, and other information 
about the operation of the use that pertains to the impact of the use on the community or 
on adjacent uses; and 

3. Notice to abutting property owners. For uses proposed to last more than 30 consecutive 
days per calendar year, the applicant shall be responsible for providing notice to abutting 
property owners of the proposed use. This notice shall describe the proposed use, including 
dates and times of operation. 

G. Administrative Approval. At the discretion of the City Planner, an application for a Temporary 
Use Permit may be approved administratively, except for “Trial Uses” and any activity of more 
than one year in duration. 

H. Referral to Planning Commission. At the discretion of the City Planner, a Temporary Use Permit 
may be referred to the Planning Commission for a hearing and decision. 

I. Project review, notice and hearing. Each Temporary Use Permit application shall be analyzed by 
the City Planner to ensure that the application is complete and proposes a use that is consistent 
with the purpose and intent of this Section and shall be circulated to other City Departments 
and outside agencies as applicable. For a Temporary Use Permit application or extension that is 
subject to the review of the Planning Commission, the Planning Commission shall conduct a 
public hearing. Notice of the public hearing shall be provided, and the hearing shall be 
conducted in compliance with Chapter 19.88 (Public Hearings). 



J. Findings, decision. A Temporary Use Permit may be approved, modified, conditioned, or 
disapproved by the review authority (City Planner or Planning Commission, as applicable). The 
review authority may approve or conditionally approve a Temporary Use Permit application, 
only if all the following findings are made: 

1. That the establishment, maintenance or operation of the temporary use will not, under the 
circumstances of the particular case, be detrimental to the health, safety, or general welfare 
of persons residing or working in the neighborhood of the proposed use; and 

2. The temporary use, as described and conditionally approved, will not be detrimental or 
injurious to property and improvements in the neighborhood or to the general welfare of 
the City; and 

3. The temporary use does not involve the construction of new permanent structures for 
which a building permit is required. 

In making these determinations, the review authority shall take into consideration the limited 
duration of the proposed use. 

K. Conditions of approval. In approving an application for a Temporary Use Permit, the review 
authority may impose conditions deemed necessary to ensure that the permit will be in 
compliance with the findings required by Subsection J, above. 

L. Condition of site following temporary use. Each site occupied by a temporary use shall be cleaned 
of debris, litter, or any other evidence of the temporary use upon completion or removal of the 
use, and shall thereafter be used in compliance with the provisions of this Development Code. A 
bond may be required prior to initiation of the use to ensure cleanup after the use is finished. 

M. Revocation. A Temporary Use Permit may be revoked by the City Planner at any time for failure 
to comply with the conditions of approval, this section, or the SMC. 

N. Temporary Use Permits Not Transferrable. A Temporary Use Permit granted in compliance with 
this Section and all of the rights and privileges granted thereunder are restricted to and operate 
only in favor only of the applicant and shall not be transferable upon a change of ownership or 
tenancy of the site that was the subject of the permit application. 
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City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
5G 
 
02/22/2012 

 
Department 

Planning 
Staff Contact   

David Goodison, Planning Director 

Agenda Item Title 
Resolution Designating the City of Sonoma as Co-Applicant and Authorizing the Sonoma Ecology 
Center to Apply for a Sonoma County Agricultural Preservation and Open Space District Grant for 
Improvements to Sonoma Garden Park. 

Summary 
In 2009, the Council authorized submittal of a matching grant application to the Sonoma County 
Agricultural Preservation and Open Space District (District), in partnership with the Sonoma Ecology 
Center (SEC). The purpose of the grant was to provide funding to assist the SEC in the 
implementation of the Sonoma Garden Park Master Plan. This grant application included the 
concept of placing a conservation easement on the property in order to protect its open space 
values. The grant application was subsequently approved by the District in the amount of $119,763, 
subject to the development and execution of a conservation easement and a grant agreement, 
which were adopted by the City Council on October 3, 2011. 
At this time, the Sonoma Ecology Center is proposing to submit a $175,000 grant application for the 
Open Space District’s 2012 Matching Grant Program. The matching grant program offers one-to-one 
matching grants for projects that provide local open space, community recreation, or public access 
opportunities. The SEC intends to use the grant funding to help fund a second phase of 
improvements at the Sonoma Garden Park to implement the approved Master Plan, including the 
completion of the ADA path system, improvements to the straw bale barn, and a variety of other 
projects. The SEC is requesting that the City Council adopt a resolution authorizing the SEC to 
proceed with an application for the District’s 2012 Matching Grant Program with the City designated 
as co-applicant pursuant to the grant application guidelines. 

Recommended Council Action 
Adopt the draft resolution authorizing the SEC to proceed with an application for the District’s 2012 
Matching Grant Program with the City designated as co-applicant.  

Alternative Actions 
1. Make modifications to the draft resolution and authorize the SEC to proceed with the grant 

application in accordance with the modified resolution. 
2. Do not authorize the City’s designation as co-applicant on the grant application. 

Financial Impact 
The SEC will be responsible for paying for all costs associated with filing the grant application as 
well as securing all matching funds ($175,000) for the grant. There is no financial commitment on 
the part of the City through adoption of the resolution, which expressly places the responsibility for 
providing the match on the SEC. There may incidental financial impacts to the City associated with 
the grant application. As an example, the City would need to review any amendments to the Master 
Plan that potentially associated with improvements funded by the grant. However, the City would 
have this type of responsibility whether or not the SEC applies for this grant. 

Attachments: 
1. Letter of request from the SEC 
2. Draft Resolution 

cc: 
Mark Newhouser, Sonoma Ecology Center

 







CITY OF SONOMA 
 

RESOLUTION NO.  
 
 

A RESOLUTION OF THE SONOMA CITY COUNCIL DESIGNATING THE 
CITY OF SONOMA AS CO-APPLICANT AND AUTHORIZING THE 

SONOMA ECOLOGY CENTER TO APPLY FOR A SONOMA COUNTY 
AGRICULTURAL PRESERVATION AND OPEN SPACE DISTRICT 

GRANT FOR IMPROVEMENTS TO SONOMA GARDEN PARK 
 
 
WHEREAS, in 1977, the City of Sonoma received the property known as the Bond Farm 
through a bequest by Pauline Bond; and 
 
WHEREAS, under the terms of the bequest, the property must be used for park and recreational 
purposes; and 
 
WHEREAS, beginning in 1993, the property has been leased to the Sonoma Ecology Center 
and operated as a community garden known as Sonoma Garden Park; and 
 
WHEREAS, in order to clearly define the allowed use and improvement of the property, to 
address code requirements, to ensure neighborhood compatibility and to provide for its logical 
and orderly development, the City Council, by Resolution 01-2006, adopted a Master Plan for 
the property; and 
 
WHEREAS, in 2009, the Sonoma Ecology Center, in partnership with the City of Sonoma, 
submitted a grant application to the Sonoma County Agricultural Preservation and Open Space 
District's 2009 Matching Grant Program to help fund the first phase of various improvements at 
the Sonoma Garden Park in accordance with the approved Master Plan; and 
 
WHEREAS, this grant application was approved in the amount of $119,763, subject to the 
recordation of a conservation easement on the property; and 
 
WHEREAS, the Sonoma Ecology Center is desirous of submitting a grant application to the 
Sonoma County Agricultural Preservation and Open Space District's 2012 Matching Grant 
Program in the amount of $175,000 to help fund the second phase of various improvements at 
the Sonoma Garden Park in accordance with the approved Master Plan; and 
 
WHEREAS, the Sonoma County Agricultural Preservation and Open Space District's 2012 
Matching Grant Program requires the owner of property eligible for grant funds be listed as a co-
applicant on the grant application; and 
 
NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Sonoma hereby 
authorizes the Sonoma Ecology Center to file a grant application, with the City designated as 
co-applicant, for the Sonoma County Agricultural Preservation and Open Space District's 2012 
Matching Grant Program; and 
 
BE IT FURTHER RESOLVED that the Sonoma Ecology Center shall have the responsibility of 
funding all costs associated with the grant application, including the provision of any required 
matching funds. 



 
PASSED AND ADOPTED by the City Council of the City of Sonoma at a regular meeting held 
on the XX day of February 2012, by the following vote: 
 
 AYES:  
 NOES:  
 ABSENT:  
 
 
       _____________________________ 
       Joanne Sanders, Mayor 
 
 
ATTEST: 
 
__________________________ 
Gay Johann, CMC 
City Clerk 
 



















 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
      
 
2/22/12 

 
Department 

Administration 
Staff Contact  

Linda Kelly, City Manager 
Agenda Item Title 

Approval of City co-sponsorship of a customer service training event, partnering with the Sonoma 
Valley Visitors Bureau, at no cost to the City 

Summary 
The attached summary provides information regarding a special customer service training with 
author Bryan Williams, to be hosted at MacArthur Place.  The Sonoma Valley Chamber of 
Commerce and the Sonoma Valley Vintners and Growers have also been invited by the Bureau to 
co-sponsor the event. The event (two sessions – morning and afternoon) will take place on April 5, 
2012, hosted by MacArthur Place Inn & Spa. 

Recommended Council Action 
Approval of no-cost co-sponsorship, allowing the City of Sonoma logo to be used on promotional 
materials. 

Alternative Actions 
Decline to co-sponsor. 

Financial Impact 
None. Participants will receive the complementary training at no charge. City staff may participate in 
the sessions. 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Information sheet from Sonoma Valley Visitors Bureau 
cc: Wendy Peterson, Executive Direction, SVVB, via email 

 
 



SONOMA VALLEY VISITORS BUREAU 
 
We'd like to invite the City of Sonoma, Chamber and SVVGA to partner with the 
Sonoma Valley Visitors Bureau as we offer a special customer service training with 
Bryan Williams, author of the of Engaging Service, 22 Ways to become a Service 
Superstar. Bill Blum/MacArthur Place and the SVVB have been implementing this 
program for the past year, with great success! 
 
Bryan Williams will be coming to Sonoma and has offered to conduct 2 complimentary 
training sessions for the business community.  We thought it would be exciting to have 
our organizations involved in the outreach, and to have our City leadership/staff and 
Boards participate in the program. 
 
Below are the details, and the SVVB will prepare all creative, flyers, e-blasts, press 
release, etc. and would like your permission to have having  your organization listed in 
the documents-- "in partnership with".  The marketing of the event will begin on 
February 27th. 
 
Thanks for your consideration, 
 
Wendy 
Wendy Peterson | Executive Director 
Sonoma Valley Visitors Bureau  
 
 
Sonoma Valley Visitors Bureau 
in partnership with 
The City of Sonoma 
Sonoma Valley Chamber of Commerce | Sonoma Valley Vintners & Growers Alliance 
 
Sonoma Index Tribune, Sonoma Valley Sun 
Hosted by MacArthur Place Inn & Spa 
7 Principles to Fully Engage Your Customers 
When: Thursday April 5, 2012 
Time:  8:30am -11:30am or 2pm-5pm 
Venue:  MacArthur Place Inn & Spa 
 
Options for call to action: 
 
Regardless of your industry, as long as you have customers, this training is for you! 
 
Learn the 7 principles to fully engage your customers ~ and you will increase 
customer satisfaction, customer loyalty and employee morale! 
 
No Matter what industry you are in, learn how to increase customer satisfaction, 
customer loyalty and employee motivation. 



 
Join us at MacArthur Place Inn & Spa on Thursday April 5 and learn about the 7 
principles to fully engage your customers, presently by Bryan K Williams formerly the 
Global Corporate Director of Training for The Ritz Carlton company. Over the last few 
years, Byran has worked with over 100 organizations worldwide. 
 
 
When: Thursday April 5, 2012 
 
Time:  8:30am -11:30am or 2-5pm 
 
Venue:  MacArthur Place Inn & Spa 
 
 



 

 

City of Sonoma 
City Council/Successor Agency 
Agenda Item Summary 

 
 City Council Agenda Item: 

 
Meeting Date: 

 
6A 
 
02/22/2012 

                                                                                            
Department 

Administration 

Staff Contact 
Gay Johann, City Clerk 

Agenda Item Title 
Approval of the portions of the Minutes of the November 21, 2011, December 5, 2011, and February 
6, 2012 City Council / CDA Meetings pertaining to the Successor Agency. 

Summary 
The minutes have been prepared for Council review and approval. 

Recommended Council Action 
Approve the minutes. 

Alternative Actions 
Correct or amend the minutes prior to approval. 

Financial Impact 
N/A 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  

 
Attachments: 

See Agenda Item 5B for minutes 
 



 

 

City of Sonoma 
City Council  
as Successor Agency 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
6B 
 
2/22/12 

 
Department 
Administration 

Staff Contact  
Linda Kelly, City Manager 

Agenda Item Title 
Approval of Fee Agreement Letter with Rutan & Tucker LLP as Special Counsel to the City of 
Sonoma as Successor Agency 

Summary 
Since 1996, Rutan & Tucker has provided legal counsel for the Sonoma Community Development 
Agency (CDA). In transitioning to the Successor Agency and the numerous issues to be worked out 
and implemented with respect to AB1X 26, staff recommends that Rutan & Tucker be retained as 
special counsel to the City of Sonoma to assist with these redevelopment dissolution and Successor 
Agency issues.  The attached fee agreement would memorialize the retention of Rutan & Tucker as 
special counsel to the City of Sonoma as Successor Agency to the dissolved Sonoma Community 
Development Agency. This agreement is presented for approval on both City and Successor Agency 
consent calendars. 

Recommended Council Action 
Approve Agreement and authorize City Manager to execute the agreement. 

Alternative Actions 
None. 

Financial Impact 
The hourly rate would remain the same as current, $215 per hour. 

Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Fee Agreement Letter 
cc: 

 
 

































 

 

City of Sonoma 

City Council 

Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
7A 
 
02/22/2012 

 
Department 

Administration 
Staff Contact  

Laurie Decker, Economic Development Manager 
Linda Kelly, City Manager 

Agenda Item Title 
Public Hearing and discussion, consideration and possible adoption of Resolution establishing a Fee 
for Newsrack Permits 

Summary 
On February 6, 2012, the City Council adopted an ordinance to regulate the placement, appearance, 
number, size, and servicing of newsracks in the public right-of-way.  Section 12.24.040 (D) of the 
ordinance allows that “an administrative fee may be imposed where such a fee is imposed merely to 
defray the expenses of administering constitutional regulation of newsracks and shall be strictly limited 
to the actual cost of administering such constitutional regulatory scheme.  A fee may only be set 
subsequent to a hearing by the City Council to determine said actual cost.  Written findings setting forth 
the basis of the fee shall be sent to all distributors.” 
 
Staff has determined that a newsrack fee of $132.29 will cover the staff costs and associated overhead 
for administrative and field inspection duties associated with processing a newsrack permit.  If more 
than three racks are included in a permit application, an additional fee of $31.39 would apply for each 
additional rack to cover the additional inspection time required.   
 
The City’s Newsrack Ordinance provides that certain existing newsracks, which have been determined 
to meet the criteria established in the City’s 1990 Newspaper Rack Policy for both Design and 
Location, shall be exempt from certain requirements of the application, and that the administrative fee 
for these racks shall be waived, but that all other permit application requirements apply. 
 
Written findings setting the basis of the newsrack permit fee have been mailed to all publishers and 
distributors of existing racks for which staff was able to locate a mailing address.   
 
Recommended Council Action 
Hold public hearing and adopt Resolution establishing a new fee for newsrack permits. 
Alternative Actions 
Reschedule public hearing. . 
Financial Impact 
Staff time associated with issuing permits is offset by the administrative fee charged. In the current 
fiscal year, estimated permit revenue is $1,500, with lower revenue in future years.  Although the 
ordinance specifies that the cost of removal and storage of noncompliant newsracks shall be borne by 
the permittee, there may be some costs this year associated with removal and disposal of existing 
racks that do not apply for permits, or for abandoned racks where the permittee has gone out of 
business. 
Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 



Agenda Item 7A 

 
 

Fee Resolution 
Fee Calculation 
Newsrack letter 
Newsrack Ordinance No. 01-2012 

cc: 
 

 
 



CITY OF SONOMA 
 

RESOLUTION NO.  xx - 2012 
 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SONOMA 
ESTABLISHING A NEW USER FEE FOR NEWSRACK PERMITS  

 
 WHEREAS, California Constitution, Article XI, Section 7 grants to cities the power to 
engage in regulatory activities for which they may charge a fee for reimbursement of costs, and 
 
 WHEREAS, California Constitution, Article XIIIB, Section 8 and Government Code 
Section 39001 provide general authority for charging fees for specific services, and 
 
 WHEREAS, various other sections of the California Constitution and Government Code 
provide authority for the collection of specific fees and charges, and 
 
 WHEREAS, the City of Sonoma charges fees for services and for reimbursement of 
regulatory activities, and 
 
 WHEREAS, on February 6, 2012 the City Council adopted Ordinance No. 01-2012 
establishing a Newsrack Ordinance for the City of Sonoma, and in doing so, authorized a fee to 
recover the costs of administering regulation of newsracks, and 
 
 WHEREAS, the City Council of the City of Sonoma held a duly noticed Public Hearing to 
provide public input and review concerning adjustments in fees and charges. 
 
 NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Sonoma 
hereby: 
 

1. Enacts certain new fees and charges, which appear as an attachment to this resolution. 
 
2. Finds and determines that the fees and charges set forth in attachments hereto do not 

exceed the reasonable costs of providing the services for which the fee is charged or the 
estimated amount required to provide the service for which the fee or charge is levied. 

 
3. States that the fees set forth in the attachments hereto shall become effective March 7, 

2012. 
 

 PASSED AND ADOPTED as a resolution of the City Council of the City of Sonoma at 
their regular meeting held on the 22nd day of February, 2012 by the following vote: 
 

Ayes:   
Noes:   
Absent:  
 

 
 ______________________________  

       Joanne Sanders, Mayor 
 

ATTEST: 
 
 

______________________________             
Gay Johann, City Clerk 



Public Works

FEE COST WORKSHEET NUMBER  PW-02

SERVICE: Public Works Newsrack Permit & Inspection Fee

  SERVICE:

   SERVICE:

CALCULATION OF FEE
Hour Rate

Salaries: Administration Ass't 0.5 $27.55 $13.78
PW Insp. (MW III) 1 $35.23 $35.23

Total Salary $49.01

Benefits:  38.89% $19.06

Operating Expenses: 23.38% $11.46

Overhead: 56.39% $27.63
  Update fee 16% $7.84

Fixed AssetEquipment  24.78% $12.14
Buildings 10.52% $5.16

Total $132.29

Fee of $132.29 is for up to 3 newsracks per permit application.
Additional fee of $31.39 applies for each additional rack
received as part of same permit application.

Hourly rate for staff time and expenses associated with issuing Newsrack Permit and 
Public Works  conducting initial site inspections and associated document review, 
recordkeeping and travel time. 

Allocation of Salary and Expenses based on an hourly rate.  Hourly rate covers up to 3 
newsracks.  Based on hourly rate for MWIII, there is an additional fee of $31.39 for 
each additional rack received as part of the same permit application.. 16% of the Total 
Salary  is added to this fee for the purpose of recovering costs to maintain the City's 
Standard Plans. 



 

 

City of Sonoma 
No. 1 The Plaza 

Sonoma California 95476-6690 
Phone  (707) 938-3681    Fax  (707) 938-8775 

E-Mail: cityhall@sonomacity.org 

 
 

 
City of Sonoma Newsrack Ordinance 

 
 
February 9, 2012 
 
The City of Sonoma has adopted an ordinance to regulate the placement, installation, maintenance, and operation 
of newsracks in the public right-of-way, while protecting constitutional rights related to distribution of 
information through the use of newsracks.  The newsrack ordinance builds upon the City’s existing (1990) 
administrative policy regarding newsracks, which it will replace.  We appreciate the input received from the 
publishing community in the development of this ordinance.  A copy of the new ordinance is enclosed.   
 
As provided for in the ordinance, a permit fee to defray the expenses of administering the newsrack regulations is 
being proposed.  This fee may only be set subsequent to a hearing by the City Council.  A public hearing to 
consider approval of this fee has been scheduled for the City Council meeting of Wednesday, February 22nd 
at 7:00 p.m.  Findings setting forth the basis of the fee are attached.  The full agenda and staff reports for the City 
Council meeting will be posted on the City’s website, www.sonomacity.org, at least two days prior to the 
meeting. 
 
The effective date of the newsrack ordinance is March 7, 2012.  Applications for newsrack permits may be filed 
on or after this date, using a form that will be made available on the City’s website or by contacting City Hall at 
(707) 938-3681.  We anticipate that the permit form will be available at least ten days prior to the effective date of 
the ordinance.  Please note that the permit application will require a copy of a certificate of comprehensive 
general liability insurance in the amount of $1 million naming the City of Sonoma as additional insured.   
 
Existing newsracks, specifically identified in an inventory conducted prior to the adoption of the ordinance 
(attached), are deemed to have a newsrack permit for a period of three months from the effective date of the 
ordinance, at which time a new newsrack permit must be filed.  Please note that those newsrack identified with 
asterisks have been determined to meet the criteria for both Design and Placement provided in the City of 
Sonoma’s January 1, 1990 Newspaper Rack Policy, and the ordinance provides for a more streamlined permit 
process for these newsracks.  
 
Please refer to the attached materials for additional information regarding the new regulations.  If you have 
specific questions, please contact the project coordinator, Laurie Decker, at (707) 327-7338. 
 
Thank you. 
 
 
 
Linda Kelly 
City Manager 
 
Attachments: 

1. City of Sonoma Newsrack Ordinance 
2. Inventory of Existing Newsracks 
3. Written Findings setting forth basis of Newsrack Fee 



























 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
8A 
 
2/22/12 

 
Department 

Administration 
Staff Contact  

Carol Giovanatto, Assistant City Manager 
Agenda Item Title 

Midyear Budget Review – FY 2011-12 
Summary 

The City has reached the mid-point in the FY 2011-12 operating budget.  Staff will present a 
summary status report on the City’s major funds. 

 
Recommended Council Action 

Accept report. 
Alternative Actions 

Request additional information. 
Financial Impact 

N/A 
Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Midyear Budget Report 
 

cc: 
 

 





























































 

 

City of Sonoma 
City Council 
Agenda Item Summary 

 
City Council Agenda Item: 

 
Meeting Date: 

 
8C 
 
2/22/12 

 
Department 

Administration 
Staff Contact  

Linda Kelly, City Manager 
Agenda Item Title 

Discussion, consideration and possible action authorizing the Mayor to sign a letter of support on 
behalf of the City Council for the reintroduction of HR 192, The Gulf of the Farallones and Cordell 
Bank National Marine Sanctuaries Boundary Modification and Protection Act (Woolsey), requested 
by Mayor Pro Tem Brown 

Summary 
Mayor Pro Tem Brown is requesting Council authorization for a letter of support for HR 192.  
Congresswoman Woolsey’s Office notes that in 2005, Sonoma endorsed Rep. Woolsey’s bill, the 
Gulf of the Farallones and Cordell Bank National Marine Sanctuaries Boundary Modification and 
Protection Act. 
 
The Congresswoman’s Office further notes that this legislation would expand the boundaries of the 
two sanctuaries off the Marin coast up through Sonoma and southern Mendocino to Pt. Arena.  The 
bill would offer significant protection for our vital coastline (the current runs south to Marin) and is 
widely supported by local elected officials, sport and commercial fishing groups (e.g., Pacific Coast 
Federation of Fishermen’s Associations), environmental groups, etc.   
 
This bill passed the House a few years ago but stalled in the Senate.  

 
Recommended Council Action 

Council discretion. 
Alternative Actions 

Council discretion. 
Financial Impact 

None. 
Environmental Review Status 
   Environmental Impact Report    Approved/Certified 
   Negative Declaration    No Action Required 
   Exempt    Action Requested 
   Not Applicable  
Attachments: 

Marine Sanctuary Expansion Map 
Marine Sanctuary Bill Summary 
Sample letter of support 
Bill Summary and Status 
 

cc: Wendy Friefeld, District Director, Office of Congresswoman Lynn Woolsey, via email 
 

 
 



Gulf of the Farallones NMS:  
Proposed 

Cordell Bank NMS: 
Proposed 

Cordell Bank NMS 

Gulf of the Farallones NMS 

Monterey Bay NMS 

Bodega Bay 

Point Arena 



The Gulf of the Farallones and Cordell Bank National 
Marine Sanctuaries Boundary Modification and Protection Act 

 
 
While the Northern California coast just south of Bodega Head is protected 
by the Gulf of the Farallones and the Cordell Bank National Marine 
Sanctuaries, the biologically productive Sonoma and southern Mendocino 
Coast deserve protection from oil spills and land-based pollution.  The bill 
would also extend protection to the rich estuaries of the Russian and Gualala 
Rivers.  
 
The bill would adjust the boundary of the two existing sanctuaries north and 
westward.  The westward adjustment will take the sanctuaries out into 
deeper water making it more difficult to extract oil from the ocean floor.  
The northern adjustment for Cordell Bank will add an area called the 
Bodega Canyon, the vortex for much of the nutrient-rich upwelling along 
this coast.  Moving the boundary of the Gulf of the Farallones northward 
would bring it just past Point Arena in Mendocino.   
 
National Marine Sanctuaries are designated in areas that have special 
biological significance.  The Sonoma and southern Mendocino Coast is one 
of the most biologically productive regions in the world.  It is within one of 
the four coastal upwelling zones on the planet, comprising only 1 percent of 
the ocean, but producing 20 percent of the world’s fish.  Nutrient-rich water 
rises from deeper levels to replace the surface water that has drifted away, 
and these nutrients support the large fish population found in this area. 
Additionally, the coastal estuaries are important passages for endangered 
salmon and steelhead, essential haulouts for seals and sea lions, and prolific 
nurseries for hundreds of aquatic species. 
 
This bill does not add any additional regulations to fishing.  That will be left 
to the State of California, which has jurisdiction in state waters, and to the 
Pacific Fisheries Management Council, which already has federal 
jurisdiction.   
 
By protecting the Sonoma and southern Mendocino coast and estuaries, the 
bill will protect the Bodega Marine Laboratory investment in marine 

Purpose:  To protect the rich biological life in the coastal waters and 
estuaries of Sonoma and southern Mendocino Counties, California.  
These marine environments support high levels of biological diversity 
exceeding the biological productivity of tropical rain forests.   



research, jobs that are dependent on a tourist economy. And, because the bill 
will protect fish habitat, it will protect the livelihoods of fishermen.     



 
 
 
 
The Honorable Lynn Woolsey 
United States House of Representatives 
1101 College Ave., #200 
Santa Rosa, CA 95404 
 
Re:  Support for HR 192 
 
Dear Congresswoman Woolsey: 
 
 
The _______________  is committed to protecting the unique and rich array of marine 
resources along our coast.  This letter is to confirm my/our support of the reintroduction of    
HR 192 (S. 179), The Gulf of the Farallones and Cordell Bank National Marine Sanctuaries 
Boundary Modification and Protection Act.  
 
The expansion of the boundaries places no additional restrictions on the fishing community, 
does not conflict with existing or future regulation from the California Department of Fish and 
Game, and does not interfere with vessel traffic lanes.  In addition, the expansion helps 
maintain important commercial and sport fishing enterprises as well as helps to protect local 
jobs, existing oyster operations and native fisheries.  It both safeguards and enhances our 
extremely valuable tourism industry and the vital ocean and fisheries research conducted by the 
University of California’s Bodega Marine Laboratory. 
 
This bill would extend these sanctuaries north and westward to protect the Sonoma and 
southern Mendocino Coast’s natural beauty and significant bio-diversity. These waters will 
protect the California Upwelling Ecosystem (CUE), one of only four major coastal upwelling 
systems on Earth, the only such system in the United States, comprising only 1 percent of the 
ocean but producing 20 percent of the world’s fish.  Not only is this region one of the most 
important ‘natural laboratories’ in the world, its coastal estuaries are critical passages for 
endangered salmon and steelhead, essential haulouts for seals and sea lions, and prolific 
nurseries for hundreds, perhaps thousands, of aquatic species. 
 
I/we am/are pleased to give this bill a clear endorsement and look forward to helping ensure its 
passage into law. 
 
Sincerely, 
 
 
Cc:   
The Honorable Barbara Boxer 
The Honorable Dianne Feinstein 
The Honorable Doc Hastings, Chair, House Natural Resources Committee 
The Honorable Edward J. Markey, Ranking Member 
The Honorable John D. Rockefeller, Chair, Senate Committee on Commerce, Science, and 
Transportation 
The Honorable Kay Bailey Hutchison, Ranking Member 
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H.R.192
Latest Title: Gulf of the Farallones and Cordell Bank National Marine Sanctuaries Boundary Modification and Protection Act
Sponsor: Rep Woolsey, Lynn C. [CA-6] (introduced 1/5/2011) Cosponsors (53) 
Related Bills:S.179
Latest Major Action: 1/26/2011 Referred to House subcommittee. Status: Referred to the Subcommittee on Fisheries, Wildlife, Oceans, and Insular 
Affairs.
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SUMMARY AS OF:
1/5/2011--Introduced.

Gulf of the Farallones and Cordell Bank National Marine Sanctuaries Boundary Modification and Protection Act - Declares that it is U.S. policy to protect 
and preserve living and other resources of the Gulf of the Farallones National Marine Sanctuary (Farallones NMS) and Cordell Bank National Marine 
Sanctuary (Cordell Bank NMS) marine environments.

Makes certain adjustments to expand the boundaries of the Farallones NMS and the Cordell NMS. 

Prohibits the issuance of a lease or permit authorizing mineral or hydrocarbon exploration, development, production, or transportation by pipeline 
within the boundaries of the sanctuaries, as modified by this Act. 

Directs the Secretary of Commerce to complete: (1) a draft supplemental management plan for each of the sanctuaries that focuses on management 
in the areas added by this Act; and (2) a revised management plan for each of the sanctuaries.

Directs the Secretary to carry out an assessment of necessary revisions to the regulations for the sanctuaries, including considering regulations 
regarding the deposit or release of introduced species and the alteration of stream and river drainage into the sanctuaries.

MAJOR ACTIONS:

***NONE***

ALL ACTIONS:

1/5/2011:
Referred to the House Committee on Natural Resources.

1/26/2011:
Referred to the Subcommittee on Fisheries, Wildlife, Oceans, and Insular Affairs.

TITLE(S):  (italics indicate a title for a portion of a bill)

• SHORT TITLE(S) AS INTRODUCED:
Gulf of the Farallones and Cordell Bank National Marine Sanctuaries Boundary Modification and Protection Act

• OFFICIAL TITLE AS INTRODUCED:
To expand the boundaries of the Gulf of the Farallones National Marine Sanctuary and the Cordell Bank National Marine Sanctuary, and for other 
purposes.

COSPONSORS(53), ALPHABETICAL [followed by Cosponsors withdrawn]:     (Sort:by date)

Rep Bass, Karen [CA-33] - 2/8/2011
Rep Berman, Howard L. [CA-28] - 1/7/2011
Rep Blumenauer, Earl [OR-3] - 9/14/2011
Rep Capps, Lois [CA-23] - 1/7/2011
Rep Cardoza, Dennis A. [CA-18] - 2/8/2011
Rep Christensen, Donna M. [VI] - 1/7/2011
Rep Chu, Judy [CA-32] - 2/8/2011
Rep Connolly, Gerald E. "Gerry" [VA-11] - 2/3/2012
Rep Conyers, John, Jr. [MI-14] - 2/2/2012
Rep Davis, Susan A. [CA-53] - 2/8/2011
Rep DeGette, Diana [CO-1] - 2/2/2012
Rep Ellison, Keith [MN-5] - 2/8/2011
Rep Eshoo, Anna G. [CA-14] - 1/19/2011
Rep Farr, Sam [CA-17] - 1/7/2011
Rep Filner, Bob [CA-51] - 2/8/2011
Rep Grijalva, Raul M. [AZ-7] - 1/26/2011
Rep Gutierrez, Luis V. [IL-4] - 2/2/2012
Rep Hahn, Janice [CA-36] - 2/2/2012
Rep Harman, Jane [CA-36] - 2/8/2011
Rep Hastings, Alcee L. [FL-23] - 1/26/2011
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Rep Hinchey, Maurice D. [NY-22] - 1/7/2011
Rep Hirono, Mazie K. [HI-2] - 1/26/2011
Rep Holt, Rush D. [NJ-12] - 2/8/2012
Rep Honda, Michael M. [CA-15] - 1/7/2011
Rep Jackson Lee, Sheila [TX-18] - 1/26/2011
Rep Jackson, Jesse L., Jr. [IL-2] - 2/3/2012
Rep Lee, Barbara [CA-9] - 1/7/2011
Rep Lofgren, Zoe [CA-16] - 1/7/2011
Rep Maloney, Carolyn B. [NY-14] - 2/6/2012
Rep Markey, Edward J. [MA-7] - 3/29/2011
Rep Matsui, Doris O. [CA-5] - 2/8/2011
Rep McDermott, Jim [WA-7] - 2/8/2011
Rep McIntyre, Mike [NC-7] - 1/18/2011
Rep McNerney, Jerry [CA-11] - 1/26/2011
Rep Miller, George [CA-7] - 1/7/2011
Rep Napolitano, Grace F. [CA-38] - 1/7/2011
Rep Olver, John W. [MA-1] - 3/17/2011
Rep Quigley, Mike [IL-5] - 2/7/2012
Rep Rangel, Charles B. [NY-15] - 2/3/2012
Rep Richardson, Laura [CA-37] - 1/7/2011
Rep Rothman, Steven R. [NJ-9] - 2/6/2012
Rep Roybal-Allard, Lucille [CA-34] - 2/8/2011
Rep Sablan, Gregorio Kilili Camacho [MP] - 9/7/2011
Rep Sanchez, Linda T. [CA-39] - 2/8/2011
Rep Sanchez, Loretta [CA-47] - 2/8/2011
Rep Schiff, Adam B. [CA-29] - 1/7/2011
Rep Sherman, Brad [CA-27] - 2/8/2011
Rep Speier, Jackie [CA-12] - 1/7/2011
Rep Stark, Fortney Pete [CA-13] - 1/7/2011
Rep Thompson, Mike [CA-1] - 1/5/2011
Rep Visclosky, Peter J. [IN-1] - 2/8/2011
Rep Waters, Maxine [CA-35] - 2/8/2011
Rep Waxman, Henry A. [CA-30] - 2/8/2011

COMMITTEE(S):

Committee/Subcommittee: Activity:
House Natural Resources Referral, In Committee

Subcommittee on Fisheries, Wildlife, 
Oceans, and Insular Affairs Referral

RELATED BILL DETAILS:  (additional related bills may be indentified in Status)

Bill: Relationship:
S.179 Related bill identified by CRS

AMENDMENT(S):

***NONE***
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