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Is Sonoma County
Backpedaling on Pension
Reform?
Has the Sonoma County Board of Supervisors abandoned its goal to reform the
county’s pension crisis? Recent actions
are suggesting that may be the case. Not
only did the Board disband the Independent
Citizens Advisory Committee following the
committee’s report critical of the Supe’s pension reform efforts to date, it has reinstated
the original Ad Hoc Committee in what
appears to be an effort to soften the Board’s
original pension reform goals established a
mere five years ago. None of this bodes well
for the county’s pension reform efforts.

Santa Rosa Settles
Fountaingrove
Fire Station Dispute
Santa Rosa has reached a settlement with
architectural firms Archilogix and Civil
Design Consultants, Inc. regarding design
flaws in the Fountaingrove fire house at
2201 Newgate Court. Specifically, the
settlement calls for Archilogix to pay the
city $20,000 while both firms waive their
rights to payment of $7,900 in unpaid
design fees. Depending on whose numbers
you believe (more on that to follow), the
settlement represents a recovery of as high
as 17.5 cents on the dollar to a low of 9.3

Turn to Pension Reform, page 10

County Officials Allow Garbage
Hauler to Ignore Contractual
Obligations
Is The Ratto Group getting a free ride from
the Sonoma County Board of Supervisors?
SoCoTax has been informed that the Supes
have paid the beleaguered garbage hauler
$1.6 million to implement a commercial
food waste recycling program that has barely
advanced beyond embryonic stages. We have
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The Ad Hoc Committee
A little history is in order. In 2011, a
sub-committee of the Board of Supervisors
consisting of Supervisors David Rabbitt
and Shirlee Zane was formed to assess
the county’s pension situation. The subcommittee, known as the Ad Hoc Committee
(and referred to hereafter as the “AHC”),
issued its findings in a report dated November 3, 2011. The AHC began its report with
a candid if not ominous statement:
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cynical observer to conclude that our governments are actually
trying to soak the taxpayers for as much money as they can
get, rather than raising just enough revenue for their essential
functions. In all these ways, government’s constant instinct is
to grow to take on more tasks, to arrogate more power to itself,
to extract more money from the citizenry. Thomas Jefferson
was right when he famously stated: “The natural progress of
things is for liberty to yield and government to gain ground.”

Message from
the President
By Tim Hannan

How Do They Tax Us?
Let Us Count the Ways

What to do? If we citizens want fiscally responsible government, we need to study local government budgets, question
local lawmakers, publicly challenge questionable taxes and
fees. To do all that, this Taxpayers’ Association needs the help
of volunteers. If you have the time and the willingness to help,
please call me at (707) 578-0903 for an assignment.

About a century ago, a group of
Italian scholars set out to study the nature of the state and its
monetary affairs. One of them, Amilcare Puviani, tried to
answer this question: If a government were trying to squeeze
as much money as possible out of its population, what would
it do? Puviani identified the following strategies that such a
government would employ.
1. The use of indirect rather than direct taxes, so that the tax
is hidden in the price of goods or services (e.g. school impact
fees and the transient occupancy or hotel tax).

County Pension Reform Status Update

2. Inflation by which the state reduces the value of everyone
else’s currency.

What evidence there is suggests the Sonoma County Board
of Supervisors is moving forward, albeit slowly, on the issue
of pension reform. In November, four months after the Independent Citizens’ Advisory Committee delivered its report, the
Supervisors formed an Ad Hoc Committee of two supervisors
to pursue this topic. The two, David Rabbitt and Shirlee Zane,
are the same two who were responsible for the original Ad
Hoc Pension Report that began the County’s reform effort in
2011.

3. Borrowing, so as to postpone the necessary taxation (e.g.
school bonds).
4. “Temporary” taxes, which somehow never get repealed
when the alleged emergency passes (e.g. “Rescue Santa Rosa”
– Measure O).
5. Taxes that exploit social conflict or division by placing
higher taxes on unpopular groups (such as the rich, cigarette
smokers, marijuana users, or consumers of alcoholic beverages).

The word through the grapevine is the Ad Hoc committee is
working to determine the scope of work for another citizens’
committee. No such citizens group has been appointed, nor has
there been any clear indication of the Board’s thoughts about
further pension reform, and any role for citizen input.

6. The threat of social collapse or withholding of monopoly
government services if taxes are reduced (e.g. police and
firefighter services).

Immediately after the Citizen’s Committee Report was
finished, the Press Democrat editorial board called for reappointment of the Committee. The Committee’s own report
recommended the County both reappoint a committee and
adopt a higher sense of urgency to bring about further reforms.
A half year has passed without a clear indication of the direction the County will take.

7. Collection of the total tax burden in relatively small increments over time rather than in a yearly lump sum (e.g. sales
tax or income tax withholding).
8. Taxes whose exact incidence cannot be predicted in
advance, thus keeping the taxpayers unaware of just how
much they are paying.
9. Extraordinary budget complexity to hide the budget
process from public understanding.
10. The use of generalized expenditure categories such as
“education” or “the elderly” or “general services,” to make it
difficult for outsiders to assess the individual components of
the budget.
Do you notice anything about this list? Our county and city
governments use most of those strategies. That may lead a
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On this topic, lost time is very expensive. The citizens’
panel reported that excess pension costs are running about $50
million a year. Excess pension costs are those costs that exceed
the County’s adopted standard for a sustainable level of pension costs. That means just in the past six months, $25 million
has been diverted from basic services to the community to
fund employee pension costs.

pare the County’s spending
for pensions to spending on
some other purpose, say road
improvements. Spending for
roads would inject economic
stimulus into the community
immediately when spent.
However, if those same funds
are spent for pensions, they
don’t circulate in the local
economy right away. First,
they go into the pension fund
investment portfolio where
they spend decades invested
before coming out in the form
of benefits to retirees. Even then the benefits don’t get paid in
a lump sum, but they are spread over the remaining lives of
the retirees. In short, any stimulative effect from spending on
roads occurs many years before any stimulative effect from
spending on pensions. To reach the conclusion SCERA wanted
to reach, they had to totally ignore the time value of money.
How convenient.

(Written and contributed by Jack Atkin. Atkin is a member
of the Independent Citizen’s Advisory Committee on Pension
Matters and a former president of the Sonoma County Taxpayers’ Association.)

Just for Fun #1. What recent television show involved a
local government official whose boss’ ex-wife, an IRS auditor,
threatened to audit the boss to seek vengeance? (Hint: In real
life, the actor who played one of the show’s main characters
had a tax dispute before the State Board of Equalization.)

No one questions that providing employees with a reasonable retirement benefit is an appropriate part of attracting and
retaining qualified employees. Complaints from taxpayers
about pensions is that the current plans provide overly generous benefits, and the result is a heavy cost burden borne by the
entire community in the form of reduced basic services from
our County government. No amount of phony analysis, calling
pensions a government program benefiting all by stimulating
the economy, can conceal this fact.

Pension Administrator’s Curious Claims
Sonoma County’s pension fund administrator makes some
odd claims in its Fall 2016 newsletter that warrant examination. The lead article, titled “A Program That Works for
Everyone”, makes the claim that the County’s pension fund
is a government program that helps the entire community by
stimulating economic activity. It goes on to assert that “The
673% economic benefit return of taxpayer investment provided by the Sonoma County Employee’s Retirement Association
(SCERA) surely qualifies as one of the most efficient ways of
promoting economic activity.” This fantastic statement doesn’t
stand up to scrutiny. If taxpayers were truly getting a 673%
return on their investment, it would only seem normal that
citizens and County Supervisors would be seeking to commit
more resources to an investment with such a high return.

If this is what passes for reliable economic analysis and
accurate communication of the facts by the County pension
administrator, the organization charged with managing the
fund’s $2.3 billion investment portfolio, the citizens and the
Board of Supervisors ought to be concerned.
(Written and contributed by Jack Atkin. Atkin is a member
of the Independent Citizen’s Advisory Committee on Pension
Matters and a former president of the Sonoma County Taxpayers’ Association.)

To begin, it may be the first time an employee benefit was
accorded the status of a government program. To suggest the
pension plan that serves employees should be evaluated like
programs that serve the community displays a perverted sense
of the purpose of government.

Sonoma Clean Power Update
Sonoma Clean Power completed its 2015/2016 fiscal year
with a $27 million profit. Declining costs of natural gas-fired
power, and to a lesser extent lower costs of GHG free power
(primarily solar) have allowed these very nice margins. These
margins have been achieved even with customer charges some

The claim that taxpayers get a 673% return on their investment from stimulus to the economy from pension payments is
equally curious. County spending always represents a trade-off
between spending for one purpose or another. To illustrate
more clearly the fallacy behind SCERA’s analysis let’s com-
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4% below PG&E. Much of the profit has been devoted to pay
down of debt and the building of reserves.

assumptions will increase the unfunded liabilities and taxpayer
costs to fund those liabilities.

These same market factors have allowed PG&E to charge
departing customers (like those who moved to SCP) for the
ongoing costs of expensive old contracts entered into in order
to serve the departees. The amounts of this “exit penalty” have
increased dramatically due to questionable logic and calculations now being formally challenged. SCP still intends to price
their power below PG&E rates even after the impact of the
higher “exit penalty”.

The County has been considering the recommendations of
the Independent Citizens Advisory Committee on Pensions,
which would bring ongoing oversight to the pension benefit
evaluation process. An Ad Hoc Committee of the Board of
Supervisors (David Rabbitt and Shirlee Zane – the 2011
Pension Ad Hoc members) has been appointed to consider the
Advisory Committee recommendations and suggest the future
make-up and scope of a future independent committee (or
perhaps none). Initial deliberation on possible options will take
place in January.

With a lot of “profit” money available, SCP has launched a
program of subsidizing the purchase of electric cars and their
local charging stations. While comparative numbers have not
been shown, movement to electric vehicles is thought to have
the best GHG reduction per dollar spent. Like any pure dollar
subsidy that gives away money to the extent that the total of
available subsidies can equal 75% of the vehicle price, it is
proving to be wildly successful. The program has been wisely
capped at $1.5 million and avoided open ended long term
commitments.

As time marches on, the unions have secured overly
generous pension promises, reduced somewhat in 2013 by
State action for new hires. Union emphasis is now on medical benefits, as seen by the significant increases gained in
the recent round of negotiations. The same lack of public
understanding of benefit costs that allowed the unsustainable
County pension debacle of 2002/2003 can now infect medical
benefit negotiations, as seen in the recent round. Only after the
fact, and through limited Press Democrat disclosures, can we
begin to assess the financial costs and what future liabilities
have been granted. An ongoing independent citizens committee could greatly improve oversight and transparency of this
process. Taxpayer advocates should email Supervisors Rabbitt
and Zane to stress continuation of an independent committee with a broader mandate to oversee all County employee
benefit proposals, especially to include medical.

Mendocino County and three of its cities (excluding Ukiah,
which has its own muni system) have been brought into SCP,
with service to begin in mid-2017. This will add about 10% to
the SCP customer base.
(Written and contributed by R. G. Williamson. Williamson
is a member of the Community Advisory Committee of Sonoma
Clean Power. The author notes that all opinions expressed in
this article are his own and do not reflect positions of SCP, its
Directors, or the Committee.)

(Written and contributed by R. G. Williamson. Williamson is
a current Trustee for the Sonoma County Employees’ Retirement Association. The author notes that all opinions expressed
in this article are his own and do not reflect positions of
SCERA or its Board of Trustees.)

Sonoma County Pension Update
SCERA is responsible for managing the assets and administering the benefits for the Sonoma County pension plan.
Benefit levels are set by the County Board of Supervisors
pursuant to collective bargaining with the County’s various
employee unions. SCERA does not set benefit levels.

Just for Fun #2. What Alfred Hitchcock Film Included
Talk of Hidden Taxes?

The County fund is poised in mid-December for a 2016 rate
of return finish that may slightly exceed the important assumed
investment return of 7.25%. If so, investment results will not
increase the large unfunded plan liabilities. A lot can happen in
the financial markets during these last two weeks, however.
Financial outlooks are always uncertain, recently more so
with the presidential election. While pension funds have a
very long term horizon due to their long-term liabilities, the
intermediate term low interest rate environment suggests
lower investment return assumptions. Lower investment return
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Daniel a. DrummonD
attorney

at

law

Required Accessibility
Improvements For Public Access
576 B Street, Suite 2F
Santa roSa, CaliFornia 95401

Agency required accessibility improvements are commonly
misunderstood by building owners, business owners, real
estate agents, and tenants.

Tel. (707) 542-3418 • Fax (707) 542-7418

Almost every Building Permit issued requires applicants to
conduct an accessibility inventory to determine if there are any
sub-standard access and exit issues involving disabled people.
If that assessment is not made, often the Public Agency
Building Departments will ask for it. In fact, some City
Building Departments will actually provide their form to be
completed to determine Building Code compliance features.
This review is not just for inside the building or tenant space,
but also includes the building exterior and the site access for
the property. This often results in unforeseen conflicts of
responsibility between a landlord/property owner and tenant/
business owner.
Some of the required standards for accessible compliance
include:
• 2% maximum slope in any direction across an accessible
parking space and the loading area (to the eye this is
basically flat).
• 5% maximum grade for a path of travel without hand
rails. This means that for a distance of 40’ there can be a
maximum 2’ elevation change.
• The maximum distance of an accessible ramp is 30’ long
and then there must be a flat landing before continuing
onto another ramp.

with the ADA. The ADA contains no “grandfathering” provisions, therefore, places of public accommodation constructed
before January 1992 are required to move barriers if it is
“readily achievable to do so”. Therefore, careful review and
consideration need to be made when considering a purchase
or lease of property involving land use entitlement or when
Building Permits are required.

• Door landings at buildings cannot exceed 2% maximum
grade and an accessible sidewalk or path must not 2%
cross-slope.
• Restrooms have to meet accessibility standards, which
include the distance of the toilet to the wall, the height and
location of the sink, the location, length and size of grab
bars, and many other dimension and location details for
the dryer or towels, mirror, soap dispenser, etc.

The State of California Building Code provides for a commonly referred to “hardship” rule, which in essence, provides
that a Building Permit improvement would not be required
to spend more than 20% of the construction budget on ADA
barrier removal or improvements for each permit. The intent
of this provision is to provide some economic incentive to
remove all barriers over a period of time in order for a facility
to become fully compliant with accessibility standards. The
local agencies issuing permits expect that each subsequent

The Americans with Disabilities Act (ADA) became a law in
1990. The ADA is a civil rights law that prohibits discrimination against individuals with disabilities in all areas of public
life, including jobs, schools, transportation, and all public
and private places, including businesses, that are open to the
general public.
Since January 1992 all new construction and all additions
and alterations to existing buildings are required to comply
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District Attorney Warns of Business and
Consumer Scams

permit issued for a facility or use will continue to make accessible improvements to become fully compliant.
In California, ADA Compliance Experts are known Certified Access Specialists (CASp). This specialist can issue a
“qualified defendant” access status in a construction-related
accessibility lawsuit. You can retain the services of a CASp
at any time, however, “qualified defendant” status is only
provided if you receive an inspection of your existing facility
and a report from a CASp, and abide to a schedule of improvements toward compliance before a construction related
accessibility claim is filed against you.

The Sonoma County District Attorney is warning businesses
and residents of increased in scam and fraud activity. Whether
it be a fake retail app posing as one of your favorite retail
establishments, a phony fictitious business name renewal
request, or the latest fake IRS scam, awareness is your best
defense. The District Attorney’s Consumer Alerts Webpage
describes various scams and helps you identify and avoid
these crooks. You can even sign up for automatic notifications as new scam alerts are posted. Check it all out at http://
da.sonoma-county.org/content.aspx?sid=1023&id=2585

It is recommended to consult with a licensed Engineer
or Architect when evaluating improvements and land use
changes, entitlements, or Building Permits. There are many
governing State of California requirements as well as federal
requirements regarding accessible barrier removal.

Santa Rosa and other Cities Facing
Huge Pension Increases

(Written and contributed by Mike Robertson. Robertson is a
civil engineer and a member of the Sonoma County Taxpayers’
Association Board of Directors.)

In its most recent actuarial reports, CalPERS provided
pension cost estimates for the next 8 years, from 2015 to
2023. How high are these costs going for Sonoma County’s
cities who, like the County itself, retroactively increased their
pensions?
Looking back 16 years, Santa Rosa’s pension contribution in
2000 was $1.8 million and its pension plan was 122% funded,
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meaning there were $1.22 worth of invested assets in the fund
for every $1.00 worth of benefits earned. With CalPERS
support and assistance, however, Santa Rosa’s City Council in
2002 approved a new contract with CalPERS that retro-actively
increased existing pension formulas for the city’s employees.
To fund the increased benefits, Santa Rosa took on in 2003
$53 million of new debt by selling Pension Obligation Bonds,
the proceeds of which were paid over to CalPERS. Before
these bonds are retired, they will have diverted over $100
million from government services.
Santa Rosa’s cost analysis (performed by CalPERS) at
the time concluded that these retro-active increased benefits
would cost 13.27% of salary for public safety employees and
9.87% for non-safety employees. The CalPERS analysis did
not, however, provide Santa Rosa with any warning or advice
regarding what would happen if the 8.25% investment return
they used was not achieved. CalPERS simply wrote, “[f]or
many plans at CalPERS, the financial soundness of the plan
will not be jeopardized regardless of the new formula choice
made by the employer.”

Projected Future Costs
In its most recent actuarial reports, CalPERS is projecting
that Santa Rosa’s cost for retiree benefits will increase from
$33.5 million (32.4% of payroll) in 2015 to $61.4 million (44%
of payroll) in 2023. The new projections adopt a reduced 7.5%
assumption rate.
Perhaps a more important matrix than pension costs as a
percentage of payroll is pension costs as a percentage of tax
revenue. Santa Rosa’s sales and property tax revenue have
climbed an average of 3% per year for the past 15 years. Employee retirement costs, on the other hand, have increased an
average of 19% per year over the same time period. Expressed
as a percentage of tax revenue, Santa Rosa’s pension costs
have grown from 3.5% to 50% during the last 15 years and are
estimated to hit 73% of tax revenues by 2023.

The Unfunded Liability
3.5% assumption rate, Santa Rosa’s plan falls to 45% funded,
considered “critical status” by ERISA.

Using the current 7.5% assumption rate, Santa Rosa’s
pension fund has unfunded liabilities (including pension bond
debt) of $287 million. If the assumption rate drops to 6.5%, the
unfunded liability increases to $426 million. A further drop in
the assumption rate to 5.5% increases the unfunded liability to
$585 million.

Conclusion
It is way past time to stop pretending a financial crisis
does not exist. Santa Rosa needs to stand up an Independent
Citizens Pension Advisory Committee (much along the lines of
the committee just disbanded by the county). Such a committee would bring together all the stakeholders to examine all
the options. The committee would engage an actuary to help
determine the cost and savings for each option. Ultimately, the
committee would make informed recommendations to the city
council, recommendations that if acted upon would not only
save the pension plan and benefits it represents for employees

ERISA Comparison
Even though the current CalPERS assumption rate is set at
7.5%, Federal ERISA rules for private pensions tie the assumption rate to a high-quality bond rate, which today is around
3.5%. Using the CalPERS assumption rate of 7.5%, Santa
Rosa’s plan is only 74% funded, a level considered as “seriously endangered” by ERISA. Using ERISA’s more conservative
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chosen in part for its scenic beauty, but also to escape California’s rapidly increasing income and estate taxes. How did Mr.
Whittell acquire the fortune that allowed him to construct his
Nevada lodge?

Monthly Meetings
Association meetings are held the third Thursday of the
month at the Fountaingrove Inn in Santa Rosa. Members and
guests are encouraged to attend. Meetings start at noon and
adjourn by 1:30 p.m. Cost is $25 for members with prepaid
advance reservations ($30 for all others). Our Annual General
Meeting in February is in lieu of our regular luncheon meeting
and we are dark in December. Email taxpayer@sonic.net or
call 481-1089 for reservations.

and their families, but do so in a way that enable the city to
provide the services its residents and taxpayers deserve and are
counting on to preserve their quality of life.
(Written and contributed by Ken Churchill. Churchill is a
local pension reform advocate and founder of New Sonoma.)

Upcoming Speakers:
January 19, 2017 Tony Linegar, Sonoma County Agricultural Commissioner
February 16, 2017 Annual Meeting, Dan Walters, Sacramento Bee Political Columnist

Just for Fun #3. The iconic Thunderbird Lodge, on the
eastern shore of Lake Tahoe, was built in the 1930s by eccentric California millionaire George Whittell Jr. The location was

March 16, 2017
Realtors

Daniel Sanchez, North Bay Association of

www.ajprinting.com

www.winecountrysigns.com

Sonoma County has the worst roads
in the Bay Area.
Support improving our roads.

Join SOSroads.org today.
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Our Distribution

by a presidential candidate to serve as the candidate’s running
mate. Who was the presidential candidate?

The Watchful Eye is produced quarterly and mailed to all of
our members and most elected officials throughout Sonoma
County. We also send approximately 1,200 electronic versions
to those who have subscribed to our e-distribution list. The
feedback we receive, both positive and negative, confirms our
reach and that your message is heard. The costs of producing a
quality publication are substantial and we rely on our dues-paying members and advertisers to ensure our continued success.
To both our members and advertisers, we say thank you. If you
are not a member or advertiser, please consider becoming one.
Together we can make a difference.

Do We Have Your Email Address?
If you haven’t been receiving our email notices of meetings
and other events, it’s probably because we don’t have your
current email address. To be included on our distribution list,
send us an email to taxpayer@sonic.net and let us know.
Joanne Sanders
jsanders@boltstaffing.com

707.552.7800 p
707.552.6364 f

Just For Fun #4. What game show brought fame to an IRS
Collector? In 1999, IRS collection manager John Carpenter
became the first person to win the top prize in what popular
game show? Bonus question: Shortly after winning the prize,
Mr. Carpenter appeared in the opening segment of “Saturday
Night Live,” in a skit in which he played himself being courted

3427 broadway, suite f4
american canyon, ca 94503
boltstaffing.com
Clerical • Accounting • Industrial

It’s time to renew your ad.
Support the Sonoma County Taxpayer’s Association —
Promote your business in The Watchful Eye.
Annual advertising rates (quarterly publication) for 2017 as follows:
Full page. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $650
Half page. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $400
Quarter page. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $225
Business card. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $150

For business card ads, send your card and check to: SCTA, P.O. Box 14241, Santa Rosa, CA 95402.
For quarter, half and full page ads, send your check as above and
e-mail a .pdf file of your ad to taxpayer@sonic.net.
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2000 to 19% by 2011 (and was projected to increase to 21% by
2015). Reducing the percentage to 2000 levels within ten years
(i.e., 2021) was one of the AHC’s key goals.

Pension Reform, continued from page 1
Sonoma County’s pension obligations are on an
unsustainable course. If continued upon, more and
more resources will be needed to meet obligations at
the expense of community needs. The current course
has been created from actions going back over 20
years. The County is at a moment where it must decide
to change direction or face the untenable consequences – the reduced capacity to serve the community.
Continuing the course will erode public services and
trust as more resources are directed to meet current
and future obligations.

The ICC quickly discovered that the concept of “total
compensation” as used by the AHC and loosely defined “salary
plus benefits” was not a concept used in any of the county’s
reporting processes thereby making progress or the lack thereof
impossible to determine. But while “total compensation”
was not a useful matrix by which to measure pension reform
progress, the more uniformly adopted concept of “pensionable
payroll,” which is basically total payroll less non-pensionable
benefits, proved a workable substitute. Making appropriate
adjustments, the ICC recalculated the ill-defined 10% of total
compensation more accurately as 17% of pensionable payroll
providing a consistent basis to evaluate how well the county
had done in reducing its pension costs.

Among its specific findings, the AHC found that for the
prior decade commencing in 2000 and concluding in 2010,
the county’s annual pension costs had mushroomed from $21
million to $97 million. Even more troubling, the AHC further
found that if no changes were made to the current system, the
county’s annual pension costs would reach $209 million by
2020.

The next challenge presented to the ICC was that the county
reported projected pension reform progress in actual dollar
amounts, not as percentages. In 2014, the county projected
pension savings over the next ten years (2015 through 2024) attributable to its pension reform measures already implemented
at $178 million. Noting first that previous county projections
had proven unreliable and there was no reason to believe this
projection was any different, the ICC set about determining
how well the projected savings advanced the county’s ten-year
goal of reducing annual pension costs to 17% of pensionable
payroll.

The AHC correctly observed that escalating pension costs
were severely curtailing the county’s ability to fund basic
government functions such as road maintenance, parks funding
and public safety. To address the crisis, the AHC recommended adoption of a three-prong strategy intended to bring
pension costs to sustainable levels. Strategy #1 was to contain
costs with the overall goal of reducing the County’s annual
pension cost to 10% of total compensation within ten years
(i.e., by 2021). Strategy #2 was to maintain market competitiveness and workforce stability with the goal of attracting and
retaining high quality employees. Strategy #3 was to increase
accountability and transparency with the goal of increasing
public engagement, understanding and participation in the
decision-making processes. As part of Strategy #3 to increase
accountability and transparency, the AHC recommended the
establishment of an Independent Citizens Committee for the
specific purpose to monitor, guide and drive the county’s
pension reform efforts.

As impressive as a projected cost savings of $178 million
may sound, it turns out not to be so impressive after all. Of the
projected $178 million in savings supposedly attributable to the
county’s pension reform efforts, the ICC determined that $133
million of those savings are attributable not to the county’s efforts, but rather to reforms mandated by PEPRA, the state law
establishing second tier employee levels and the elimination
of spiking practices. Of the $178 million in projected savings
then, only $45 million could be attributed to pension reform
efforts at the county level (primarily achieved by reducing that
portion of the employees’ share of pension costs that were in
fact being paid by the county).

The Independent Citizens Advisory Committee
Although the recommendation was made in late 2011, it
took four years before the Independent Citizens Advisory
Committee on Pension Matters (and referred to hereafter as
the “ICC”) was formed. The ICC was comprised of seven
community members who were not participants in the county’s
pension system. The members were appointed by the Board
of Supervisors in October, 2015. The ICC issued its report in
June, 2016.

Still unanswered is the question of how well $178 million in
projected savings translates in to the county’s ten-year goal. In
order to achieve the county’s goal of reducing annual pension
cost to 17% of pensionable payroll, the ICC calculated that
$722 million in pension cost savings would be required. Four
years in to a ten-year goal then, the county’s projected savings
of $178 million represents 25% of the actual savings required.
And if the state mandated reforms are backed out, the county’s
pension reform efforts comprise a meager 6% of the savings
needed.

The ICC began its work by looking into what progress had
been made reducing the county’s annual pension cost to 10% of
“total compensation.” The AHC had found the county’s annual
pension costs had grown from 10% of total compensation in

Making matters worse, and due primarily to changes in
actuarial assumptions and the failure of pension fund invest-
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ments to meet the projected
investment returns (currently
set at 7.25%), the ICC found
that the county won’t meet
its ten-year goal until at
best the year 2031, a full
ten years behind schedule.
Even this, the ICC is
quick to note, is probably
overly optimistic as further
changes will no doubt occur
stretching the time line out
even further. The ten-year
historical investment return,
for example, is only 5.5%
while the 20-year return
is a little better at 6.9%,
both figures well below the
county’s assumed 7.25 rate.

the supervisors reestablished the AHC to reevaluate its earlier
work. While the 2011 report of the AHC represented a refreshingly candid assessment of the county’s pension crisis, our fear
now is that the reconstituted AHC will water down its earlier
findings and goals to more closely align with the county’s
lackluster pension reform efforts since the 2011 AHC report
was issued. Rather than adopting the ICC’s recommendation
to assume a greater urgency to pursue its 2011 pension reform
goals, the supervisors appear set to dilute those goals and perhaps abandon its pension reform efforts entirely. We hope of
course that we are wrong, but we see little reason for optimism.

To make even clearer the magnitude of the problem, the
ICC calculated that the amount of pension costs exceeding
the county’s established goal (17% of pensionable payroll)
totaled $269 million for the past ten years (2006-2016) with an
additional $741 million in excess pension costs being incurred
by 2031 (the year the county now projects to meet its goal). In
total, over $1 billion in excess pension costs will be incurred by
2031. That’s $1 billion that could have and should have been
used for roads, parks, public safety, etc.

STORNETTA FARMS

The Board of Supervisors Response
Following presentation by the ICC of its report and findings,
the Board of Supervisors promptly disbanded the ICC. Despite
calls by ICC members and the public that the ICC continue its
work, the supervisors had apparently heard enough. In lieu,
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Garbage Contract, continued from page 1

implement its part of the food waste recycling program at
$750,000 annually. To pay those costs, the county imposed a
surcharge of $3.60 per ton of municipal solid waste (MSW)
dumped at the landfill. Based on an estimated 215,000 tons
of MSW dumped annually, that would raise the money Ratto
needed (a little over, actually). The estimate of 215,000 tons
of MSW proved low and the real figure was something over
300,000 tons, all of which was subject to the surcharge, and all
of which was paid to Ratto. Since the beginning of the contract in April, 2015 and through September, 2016, the county
has paid Ratto approximately $1.6 million. Meanwhile, the
county has made no effort to enforce Ratto’s compliance with
the master operating agreement or to seek restitution for the
monies paid.

been further informed that county officials are making little
or no effort to enforce The Ratto Group’s compliance with it
contractual obligations.
As part of the 2015 master operating agreement governing
operations at the Meacham Road landfill, Sonoma County contracted with Arizona’s Republic Services and the locally owned
Ratto Group (hereafter, “Ratto”) to implement a commercial
food waste recycling program intended to reduce the amount
of waste going into the county landfill. Currently, all food
waste goes into
the landfill with
no effort made to
remove recyclable
materials such as
paper, cardboard
and plastics from
the waste stream.
The proposed commercial food waste
program would
have restaurants
and other food
waste producers
(i.e., hospitals, schools, etc.) separate their “wet” food waste
from “dry” food waste. The wet food waste would continue
to go directly into the landfill as is done now, but the dry food
waste component would go through a sorting process by which
recyclable materials are extracted thereby reducing the amount
of overall waste going into the landfill.

SoCoTax met with outgoing Board of Supervisors Chairman
Efren Carrillo to ask about the allegations. Carrillo confirmed
that there remain many “opportunities” to reduce the amount
of food-related waste going into the landfill and that there
were certain “inefficiencies” being experienced in the current
system. As to the county’s efforts to enforce Ratto’s compliance with the master operating agreement, Carrillo declined
direct comment. In defense of the county and Ratto, Carrillo
observed that some potential customers have proved reluctant
to enroll in the program citing the increased expense and
inconvenience associated with the dual wet/dry waste recycling
process.
In a similar issue, SoCoTax has also been informed of a separate agreement between the county and Ratto by which Ratto is
contracted to provide for roadside cleanup of mattresses, TVs
and other trash dumped along Sonoma County’s unincorporated roads. Ratto is supposed to maintain both an “on call” part
of this operation that responds to citizen complaints of illegal
dumping as well as a route service by which Ratto crews cover
the county roads every five days picking up such garbage.
While the contracted services are apparently being provided,
the level of service is substantially below that anticipated under
the agreement. Rather than requiring Ratto to fully comply
with its contractual obligations, the county has instead elected
to contract with the Sonoma County Probation Department to
provide inmate labor to pick up roadside garbage (while still
paying Ratto under the original contract). When asked about
these allegations, Supervisor Carrillo confirmed that indeed the
Probation Department had been contracted to “supplement” the
Ratto contract.

The 2015 contract called for Republic Services to build the
necessary sorting facility at Meacham Road while Ratto’s part
was to enroll customers, purchase and deliver to those customers the dual food waste bins required to separate wet from dry
waste, and develop and implement the system of trucks, drivers
and other logistics necessary for the collection and delivery of
the food waste to the Meacham Road sorting facility.
Republic Services is apparently on track to finish their end
of the deal, which has a scheduled completion date of April,
2017. Ratto, on the other hand, has pretty much dropped the
ball.
There are an estimated 1,800 potential Sonoma County customers for the food waste program. 30 were signed up for the
program in 2015 and in the year and a half Ratto was supposed
to be promoting the program, only an additional 60 have signed
up bringing the total to 95. Further, Ratto has not purchased
or provided the bins, purchased the new trucks required, or
undertaken in any substantial measure the steps necessary to
implement the program.

The lack of diligence with which the County seems to be
pursuing this matter is disappointing. SoCoTax certainly hopes
the Supervisors will up their game before the next sales tax
increase proposal is presented to voters.

As part of the negotiating process for the Meacham Road
master operating agreement, Ratto estimated its costs to
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Fire Station, continued from page 1

Mitch Connor, a principal
with Archilogix, did not
return our call seeking comment.

As has been discussed in previous editions of this newsletter,
the opening of the new Fountaingrove fire station was delayed
when in June, 2015, and as part of the building permit process,
numerous items were identified as not being compliant with
ADA accessibility requirements. Bringing the facility into
compliance required that some already constructed portions
of the building be torn out, redesigned and rebuilt. Our initial
estimate of reconstruction cost was $200,000.

With respect to McGlynn’s
questioning of the initial cost
estimates, the Press Democrat
has been reporting for over a
year that the estimated cost of
reconstruction was $183,000
plus an undetermined amount
of staff time, hence our
estimate of $200,000. We
pointed out to McGlynn that
we had used those figures in
our reporting of this matter as
well as in previous conversations with him and he had never
rebutted or corrected the figures. McGlynn responded that
he doesn’t call reporters every time they get a fact wrong and
asked if we had called Kevin (Press Democrat reporter Kevin
McCallum) to find out where he got his information. When
asked what the real number was, McGlynn did not have a
figure at hand, but said he would have Public Works Director
Jason Nutt call us to discuss the actual figures. Nutt did call
and told us the real cost of reconstruction was $159,346.

Archilogix had designed the firehouse back in 2008 although
the recession pushed off construction until 2013 when a $3.5
million construction contract was awarded to GCCI, Inc.
Whether the 2008 plans were updated prior to awarding the
contract is unknown. In our discussion of this matter with City
Manager Sean McGlynn, McGlynn specifically declined to say
if Archilogix had been engaged to update its 2008 plans (we
suspect the settlement agreement specifically forbids either the
city or the architects from saying anything bad about the other,
hence McGlynn’s avoidance of the question). More troubling,
McGlynn added that he didn’t know who had been engaged to
update the plans, if anyone. When asked why the city accepted
a settlement equivalent to $27,900 for what appeared to be
a $200,000 error, McGlynn challenged the reconstruction
estimate figure. When asked why Archilogix would agree to
pay anything if their role in this project had concluded back in
2008, McGlynn said we would have to ask them, although he
suggested that there were matters other than ADA compliance
issues at stake.

We next spoke to Kevin McCallum, who coincidentally was
working on a follow-up piece of his own regarding the fire
station fiasco. McCallum was not happy to learn that McGlynn
was questioning the accuracy of figures cited in his reporting
and quickly sent us a copy of the staff report presented to
the city council on December 15, 2015 clearly showing the
construction estimate for ADA improvements at $182,409. “If
I got it wrong, staff got it wrong, and the council was misled,”
indicates
it provides
good
quality
watertheand
good sersaid McCallum.
Further,
McCallum
shared
that both
staff
vice.as Jason Nutt’s updated figure may be low ball
estimate as well
numbers as other city hall insiders had told him the real number
It is currently battling an attempt by a community
could be as high as $300,000.
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be increased by 52%. There was a feasibility study
performed by an independent agency, and paid for by
the Sonoma County Water Agency to determine if a
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Just For Fun Answers

in Reno, where he resided until he acquired the property on
which the Thunderbird Lodge is located.

#1. Parks and Recreation. The actor engaged in a real-life
income tax dispute with the BOE is Rob Lowe.

#4. The game show was “Who Wants to Be a Millionaire?”
Mr. Carpenter made headlines not only for the win, but for
the manner in which he won. He did not use any of his three
available “lifelines” until the last question, when he used the
“phone a friend” aid to call his father to tell him he knew the
answer to the final question, and was about to win $1 million.
Bonus- The candidate in the “Saturday Night Live” skit was
Donald Trump, portrayed by Darrell Hammond. At the time,
Trump was considering running for president as a member of
the Reform Party. Trump formed an exploratory committee
and participated in several campaign-style events in 1999, but
eventually dropped out of the race. After leaving the race, he
won state primaries in California and Michigan.
(Thank you to CalTax for Just for Fun.)

#2. “Rear Window.” Jimmy Stewart and Grace Kelly have
the following discussion as she shows him a fancy dress:
Kelly: “Right off the Paris plane. Think it will sell?”
Stewart: “Depends on the quote. Let’s see – there’s the plane
tickets over, import duties, hidden taxes, profit markups –“
Kelly: “A steal at eleven hundred dollars.”
Stewart: “That dress should be listed on the stock exchange.”
Kelly: “We sell a dozen a day in this price range.”
Stewart: “Who buys them? Tax collectors?”

Working with our agency is not taxing.

#3. Primarily through inheritance. In 1922, Mr. Whittell’s
father passed away, leaving him $30 million (the equivalent of
more than $430 million today). While Mr. Whittell did invest
this money to help his fortune grow, he prided himself on
never working a day in his life. In early 1929, shortly before
the stock market crashed, he liquidated $50 million worth of
stock holdings. He then formed a Nevada-based business to
manage his investments, and established an official residence

(707)544-3390 - www.BoylanPoint.com
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