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Report Title: Retiree Health Care Costs: I think I'm Gonna Be Sick 

Report Date: March 19,2007 

Response by: Sue Brown, President 

Board: Ross Valley Sanitary District (Marin County Sanitary District No.1) 

FINDINGS 

•	 I (we) agree with the findings numbered: 

• I (we) disagree wholly or partially with the findings numbered:
 

(Attach a statement specifying any portions of the findings that are disputed; include an
 
explanation of the reasons therefore.) 

RECOMMENDATIONS 

• Recommendations numbered __have been implemented.
 

(Attach a summary describing the implementing actions.)
 

•	 Recommendations numbered R6 has not yet been implemented, but will be 
implemented in the future. 

(Attach a timeframe for the implementation.) 

•	 Recommendations numbered __ require further analysis. 

•	 Recommendation numbered will not be implemented because it is not warranted or 
not reasonable for a positive response to recommendations of a Civil Grand Jury. 

(Attach an explanation.) 
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Ross Valley Sanitary District's Timetable for Implementation of Civil Grand JUry 
Recommendations: 

Recommendation R6. The municipalities and special districts take immediate, 
aggressive steps to understand now the requirements of GASB 45 reporting and that these 
entities, including the county, begin using the information generated for GASB 45 in 
labor negotiations and in budgeting. 

The District has begun implementing this recommendation. The district issued a Request for 
Proposals for an actuarial study of its GASB 45 commitments dated October 3,2007. The 
proposal calls for a draft report before the end of2007, with presentation of the report to the 
Board in January 2008. 
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'RESPONSE TO GRAND JURY REPORT FORM
 

Report Title: Retiree Health Care Costs: I think I'm Gonna Be Sick 

Report Date: March 19, 2007 

Response by: Board of Directors: Sue Brown, President; Patty Burke; Patrick A. Guasco; 
Brian P. Oliva; and Steven M. Vanni. 

Board: Ross Valley Sanitary District (Sanitary District NO.1 of Marin County) 

FINDINGS 

•	 I (we) agree with the findings numbered: F1; F2; F3; F4; F5; F6. 

• I (we) disagree wholly or partially with the findings numbered: F7; F8; F9; F10; F11. 

(Attach a statement specifying any portions of the findings that are disputed; include an 
explanation of the reasons therefore.) 

RECOMMENDATIONS 

• Recommendations numbered R5__have been implemented.
 

(Attach a summary describing the implementing actions.)
 

•	 Recommendations numbered R3, R4, R6 have not yet been implemented, but will be 
implemented in the future. 

(Attach a timeframe for the implementation.) 

•	 Recommendations numbered __ require further analysis. 

•	 Recommendation numbered R1 and R2 will not be implemented because it is not 
warranted or not reasonable or because analysis cannot be completed in the time 
allowed by law for a positive response to recommendations of a Civil Grand Jury. 

(Attach an explanation.) 
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Civil Grand JUry Findings with which Ross Valley Sanitary District wholly or partially 
disagrees: 

Finding F7: Public comments on vesting by government entities could result in 
creating a vested right when none previously existed. 

The District has not arrived at a legal conclusion as to whether public comments can 
create contractual vested rights. 

Finding F8: Unless government employers prudently manage the liability for 
retiree health care benefits, they will be forced to cut services, reduce benefits, and/or 
raise taxes to satisfy credit agencies. 

The District agrees that prudent management of the costs of promised retiree health 
care benefits is essential. All expenses must be prudently managed. The District has 
revenue sources other than taxes; at times, improvements in the efficiency of the 
delivery of services can avoid either service reductions or cost increases. 

Finding F9: Financially weak government agencies faced with staggering 
liabilities will be required to reduce benefits, raise taxes or reduce services. Failure to 
manage the liability could well result in bankruptcy for those governmental agencies. 

The statement that weak agencies with staggering liabilities may find themselves in 
bankruptcy is of course true, but the District has no evidence that this is an accurate 
description of any or all Marin County agencies. Post-retirement medical benefits 
commitments to our employees and retirees are an important issue. Their cost and 
funding needs to be clearly understood by everyone and managed prudently. 

Finding F10: The municipalities and special districts have not taken appropriate 
aggressive steps to understand and comply with the requirements of GASB 45. 

The District appreciates the work of the Civil Grand Jury to remind local agencies and 
the public of the importance of understanding post-retirement medical benefits and their 
funding. The District cannot comment on the allegations that Marin cities and special 
districts have not taken appropriate steps to understand and comply with GASB 45. 
The District has been prudent in negotiating retirement medical benefits with its 
employees and will continue to work with its auditor and counsel, as well as the Public 
Employees Retirement System and private consultants, to address this issue in an 
efficient and effective manner. 

The District's medical benefits are provided by the PERS-operated PEHMCA program, 
which accepts Medicare in full payment for its least expensive medical plans. As a result, 
with limited exceptions, the District currently incurs no expense on behalfof retired 
employees once they qualify for Medicare. (The District's retiree medical benefit is forty 
percent of the premium for the least expensive plan available.) 
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Finding F11: Whether elected or appointed, public employees managing the 
retiree health care liability may also be eligible to receive the retiree health care benefits 
they manage. They are subject to a conflict of interest. 

1. The Political Reform Act of 1974, adopted by the voters of the State of 
California, defines conflicts of interest for public officers and employees that arise out of 
economic interests. The relevant provisions of that law (Government Code Section 
82030) and the associated regulations (2 CCR Section 18232) clearly establish that 
medical insurance benefits do not give rise to a conflict of interest under California law. 
The District believes it should be guided by the wi!1 of the voters in this regard, as in 
others. When an individual is elected to serve as a director, it is essential to step down 
when a conflict of interest exists. However, it is also important to act when there is no 
conflict. 

2. The District's directors are not eligible for retiree health benefits as directors. 

Ross Valley Sanitary District's Timetable for Implementation of Civil Grand JUry 
Recommendations: 

Recommendation R3: All municipalities and special districts do extensive research 
of the facts and seek professional help to determine vesting issues. This should be 
done by the end of 2007. 

This will be done by the District by the end of2007. 

Recommendation R4: The county, all municipalities and special districts offering 
health care benefits consult with professional advisers to state clearly in employee and 
public communication whether retiree health care benefits are vested and the extent to 
which they can be changed, modified, or eliminated. 

This will be done by the District by the end of 2007. 

Recommendation R5: Unless they are certain of the status of vesting for retiree 
health care benefits, no government entity should publicly comment on the question of 
vesting because doing so may create a vested right where none exists currently. 

While the District takes no position on whether a public comment can create a contract 
or statutory right that does not otherwise exist, it agrees that it should not comment on 
vesting without first seeking professional advice. As the Grand Jury notes, there are 
unresolved legal issues that may limit certainty until they are addressed by the 
California Supreme Court. 
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Recommendations that will not be implemented by Ross Valley Sanitary District. 

Recommendations R1 and R2 are recommendations to public agencies other than Ross 
Valley Sanitary District. 
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