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Training Objectives 

• Learn what your decision makers need to 
know about underfunded liabilities for 
benefits and infrastructure 
 
• Learn how to communicate complex and 

unwelcome information to decision makers. 
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We Just Didn’t Listen 

• In 1999, the CalPERS Board voted to retroactively lower 
the retirement age and enhance the benefit formula for 
California public employees.  Who knew it was 
unsustainable? 

• “The bean counters warned us, but we didn’t listen to 
them” in 1999 - attributed to former mayor/PERS Board 
member 

• As independent auditors, our audience includes the 
public: those who influence the decision makers 

• How can we as auditors tell it like it is, be believed, and 
inspire action? 
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      San Jose City Auditor: Results  

•   2010 Audit Report (September  2012 WIAF) 
• November 2010 – Voters overwhelmingly pass 

Measure W allowing establishment of 2nd tier  
• May 2011 – City Council approved Fiscal Reform Plan 

(goal to maintain retirement costs at FY 2010-11 
contribution levels)  

• December 2011 – City Council considered but did not 
declare a fiscal and service level emergency  

• June 2012 – Voters overwhelmingly pass Measure B 
amending pension plans  
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Berkeley’s 2010 Pension Audit: 
Titles, Text Boxes, Graphics  

Employee Benefits: Tough Decisions Ahead 

 
 

• CalPERS Estimated Additional General Fund Expenditures  (in millions) 
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CalPERS’ recent investment 
gains won’t stop pension 
rates from rising.  
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General Fund Impact of PERS and Police 
Retiree Medical only: 66 FTE in 2016  
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           Taking it to the press-sound bites 

 
• Jan 19, 2011 “Even if CalPERS gets 7.75% forever now, they 

have lost $200 million on which we’ll never get 7.75%,” 
explained  the City Auditor. 

• The City Manager said the money to close the gap has to 
come from either increased contributions or a reduction in 
cash available for city services, or some combination of the 
two. Long term, the gap can be closed by reduced benefits 
for new employees, but that does little in the short and 
medium term. 

• “Rather than cut services, people are asking employees to 
contribute more,” said  an elected official. “That’s the path 
we have to go down. People will need to start contributing 
more. It’s unfortunate, but they’re lucky to have a job.”  
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• What rates will PERS charge for employees in my 
jurisdiction each year over the lifetime of the last 
employee hired under the old rules? 

• What is the actual cost (without smoothing) of a 
sworn police officer, firefighter, and miscellaneous 
worker under specific assumptions? 

• Compare service cut and compensation cut 
outcomes; compare salary vs benefit reduction 
outcomes.   
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 2013: Auditors Need to Tell 



     How Can California Auditors Get 
Action On Pension Liabilities? 

• The State Auditor could do a report that lays out the 
CalPERS assumptions and shows the impact on state and 
local employees and budgets 
– Report separately on police, fire, and miscellaneous 

 
• Local auditors could build on that research to show their 

own legislators: 
–  What rates CalPERS may be charging each year over the next 30 

years 
– What the true cost of  employees in each category will be 
–  Build scenarios showing number of positions eliminated or 

percentage cuts to total compensation, graphed over 30 years 
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Failing Streets:  
Ballot Measure Needed 

• Failing Streets: Time to Change Direction to Achieve 
Sustainability 

• Communicating persuasively:   
–The title 

–The report 

–The handout 

–The presentation 

–Community and Media outreach 
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    Failing Streets: Pavement Life 
Cycle and Costs 
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    Streets: How We Doin’? 
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Failing Streets:  
Which is More Persuasive? 

• If we can’t afford to fix the streets now, our 
children and grandchildren are definitely not 
going to be able to afford to fix the streets 

• Fixing a street before it fails costs $36,000 
to $306,000 a mile and reconstructing it 
after it fails costs $1.5 million 

• Some hear the numbers; others hear the 
kids 
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   Sewer Audit: Which is more 
Persuasive? 

• It'll save the city money, but more 
importantly, it will save the bay 
• In addition, the mismanagement of the 

sewer system could sully the city's 
reputation, said the Councilmember. "It 
doesn't look good since we're supposed to 
be a green city. We have to take a step back 
and realize we screwed up and do better. 
The sewer report was a wake up call. 
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       What Do They Need to Know 
About the Streets?  

• Pay me now or pay me later:  How much more will 
it cost if we delay paying for preventive 
maintenance? 
• Why do we need to target the streets just before 

they fail, instead of fixing an equal number of 
miles of streets in each Council district? 
• How much can we improve the condition of the 

streets using existing budgeted funds? 
• What will the voters think?  
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       Conclusion 

• Auditors: the most trusted people in government 
• Auditors can take complex information and make 

it understandable and believable 
• Keep your eyes on the prize: persuading a variety 

of audiences who take in information in a variety 
of ways 
• Audits can result in action by voters and 

legislators, as well as management 
•  Ask others in the audit community for help  
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Questions? 

For more information, contact: 
Ann-Marie Hogan 

ahogan@ci.berkeley.ca.us 
510.981.6750 

 
 

 

 Western Intergovernmental  Audit Forum 17 

mailto:hrichardson@ci.berkeley.ca.us�

	Communicating the Bad News: Pension and Infrastructure Liabilities
	Training Objectives
	We Just Didn’t Listen
	      San Jose City Auditor: Results 
	Berkeley’s 2010 Pension Audit: Titles, Text Boxes, Graphics 
	General Fund Impact of PERS and Police Retiree Medical only: 66 FTE in 2016 
	           Taking it to the press-sound bites
	 2013: Auditors Need to Tell
	     How Can California Auditors Get Action On Pension Liabilities?
	Failing Streets: �Ballot Measure Needed
	    Failing Streets: Pavement Life Cycle and Costs
	    Streets: How We Doin’?
	Failing Streets: �Which is More Persuasive?
	   Sewer Audit: Which is more Persuasive?
	       What Do They Need to Know About the Streets? 
	       Conclusion
	Questions?


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.4

  /CompressObjects /Off

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



