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Summary of
Reversing the Upward Trajectory of Employee Costs
in the Cities of San Mateo County
In the cities of San Mateo County, employees’ wages and compensation packages continue to escalate,
despite the deficit environment that has existed since the dot-com bubble burst and despite the
aggravated deficits experienced in the more recent economic downturn.
To accommodate escalating employee costs, and balance their budgets, cities have increased user fees,
raised taxes, issued bonds, transferred funds from their reserves, and postponed needed infrastructure
projects. Because personnel costs typically comprise 70% of the operating budgets in the cities of San
Mateo County, any cost-containment measures must halt and reverse the escalation of employee-costs.
In this report, the 2008-2009 San Mateo County Civil Grand Jury analyzes examples of wages, postretirement health care and pension benefits, as well as current benefits and city hiring practices that
increase public employee costs.
The report also recommends to cities and voters actions they can implement to reverse this upward
trajectory.
The 2008-2009 San Mateo County Civil Grand Jury concludes and recommends that:
• The escalating employee costs can and should be reversed so civic services and infrastructure
improvements are not neglected.
• In addition to stop-gap measures, such as temporary wage freezes and furloughs, long- term
solutions should be implemented.
• Labor union contracts for newly hired municipal employees should be introduced to reduce the
cost to cities of both pension and post-retirement health care plans.
• For current, as well as newly hired employees, salary increases, total days off, the ability to
convert sick leave to cash, and vacation pay must be contained.
• The practice of narrowly basing salaries and compensation packages entirely on those of nearby
cities should be reconsidered. Hiring practices should be expanded to include competition with
the private sector.
• Where cost-efficiencies can be achieved, services should be contracted out to other cities or
private sector firms.
• Cooperation between cities to reduce overlapping functions should be pursued.
• Political barriers to change exist because all those negotiating employee contracts--staff,
unions and city council members--benefit when wage and compensation packages increase.
• Barriers to change should be neutralized by providing for increased public involvement and,
possibly through ballot measures.

Reversing the Upward Trajectory of Employee Costs
in the Cities of San Mateo County
Issue
How can the escalation of employee costs in the cities of San Mateo County be reversed?

Background
During the dot-com boom, from 1995 to 2001, the labor market was very tight, and the cities in
San Mateo County and the rest of Silicon Valley had to offer competitively high wages, good
benefits, and good pensions to attract qualified workers. The stock market was booming, and
pensions were inexpensive to fund. Flush with revenues, city services and staff expanded.
During this period, job security, salaries, pensions, and benefits became enshrined in union
contracts, so when the dot-com bubble burst and city revenues declined, the cities found
themselves chained to employee obligations they could no longer afford.
The police and firefighter unions were empowered to greatly expand wage and benefits for their
members after California enacted a binding arbitration law in 2001. The law was struck down in
2003 by the California Supreme Court, but the negotiated gains were not reversed.
After the dot-com boom, cities started experiencing chronic deficits. New taxes and user fees
were introduced, bonds were issued, and infrastructure projects were postponed to accommodate
the new economic realities.
The economic downturn, which began in the fall of 2008, is exacerbating city fiscal problems for
five major reasons:
•
•
•
•
•

Revenues from property taxes are not increasing as much as projected.
Revenues from sales taxes are decreasing.
Contributions from the State are decreasing.
Anticipation that the California Public Employees’ Retirement System (CalPERS) will
require cities to make larger than projected contributions. 1
Personnel costs are scheduled, by contract, to rise.

In this report, the 2008-2009 San Mateo County Civil Grand Jury takes a broad look at personnel
costs in the cities of San Mateo County and examines what can be done to reverse their upward
trajectory so that cities become economically sustainable.
Cities are limited to the following options for reducing personnel costs:

1

CalPERS is a retirement system that was created in 1932 to provide retirement benefits for state employees. As of 2007, CalPERS
provides retirement benefits to approximately 443 of 478 California cities and to all the cities in San Mateo County.

•
•
•
•

Cities can change pensions and retiree health care benefits 2 for new hires.
Cities can renegotiate contracts for existing employees with the unions.
Cities can change personnel policies.
Citizens can consider ballot measures, which, if passed, could mandate change for new
hires and for personnel policies. Such measures can be initiated by the cities or the
citizens.

Investigation
The 2008-2009 San Mateo County Civil Grand Jury interviewed city managers, city finance
directors, and a union official. The Grand Jury reviewed labor contracts, various Comprehensive
Annual Financial Reports, and city budgets. Additionally, the Grand Jury surveyed cities for
information on employee compensation, retirement benefits, current benefits, obligations for
post-retirement health care benefits, pension plans, and other information.

Findings and Discussion
The 2008-2009 San Mateo County Civil Grand Jury found that:
•
•
•
•

Eighteen cities forecast that employee costs will increase by at least 4% per year over the
next five years, even as revenues decline.
Approximately 70% of general fund budget expenses in most full-service San Mateo
County cities are spent on employee salary and compensation packages because cities are
primarily providers of services.
The opportunity for significantly increasing revenues is limited to increasing taxes and
fees.
Controlling employee costs, from a long and short-term perspective, is the only
meaningful way chronic deficits can be overcome.

The findings and discussion of the report are divided into three major sections:
1) Salary and Compensation Packages
a) Retirement Pension Benefits
b) Other Post Employment Benefits (OPEBs)
c) How Pensions and OPEBs are Funded by the Cities
d) Benefits for Current Employees
e) Salaries for Current Employees
2) Personnel Policies
a) How Wage and Compensation Policies Are Set
b) Staff Size
3) The Role of Politics
a) The Nexus Between City Council Members, Unions and Staff
b) Public Involvement

2

California Supreme Court ruled that retirement pension benefits cannot be decreased for existing employees but has not yet made a similar
ruling on retiree health care benefits.

1. Salary and Compensation Packages
a) Retirement Pension Benefits
Defined-Benefit Plan:
Employees in a defined-benefit retirement system are promised a specific, life-long annual pension
at the time of their retirement, related to their years of service and the salary they received at the time
of retirement. In addition, as part of the pension plan, benefits are provided for disability and death,
with payments in some cases going to survivors or beneficiaries of eligible members.
In the cities of San Mateo County, as well as many public sector organizations, benefited employees
are enrolled in a defined-benefit retirement system. Benefited employees include all full-time
employees and many part-time employees. The cities make Social Security contributions for nonbenefited employees.
CalPERS
The defined-benefit plan in which city employees in the cities of the County are enrolled is
CalPERS. Contributions made by the cities to retirement benefits are deposited in CalPERS.
CalPERS invests, manages, and distributes money to employees when they retire. Cities are
required to increase their contributions when the costs of benefits increase and/or when investment
returns decline.
Examples of How the CalPERS Formula Works for Regular Employees
Each city chooses among legislatively approved formulas that determine the amount of lifelong
pensions. The formulas are shown in Appendix 1. The most common formula for regular
employees, who are workers other than police officers and firefighters, is 2.7% at age 55. Applying
this formula takes 2.7% of the last year’s salary multiplied by years of service, which they can start
receiving at age 55, upon retiring.
•
•
•

Regular city employees who worked for 30 years will receive 81% of their last year’s salary
for life.
Regular city employees who worked for 20 years will receive 54% of their last year’s salary
for life. (Table 1)
In addition, employees will receive an annual cost of living adjustment (COLA) of up to 2%
a year.

Examples of How the CalPERS Formula Works for Safety Employees
Police Officers and Firefighters
The typical formula for safety employees is 3% at age 50, upon retirement, which means that an
employees will receive 3% of their last year’s salary, multiplied by the number of years of service,
which they can start receiving at age 50.
•
•
•

Employees who worked for 30 years, using that formula, will receive 90% of the last year’s
salary for life.
Employees who worked for 20 years will receive 60% of the last year’s salary for life.
In addition, employees will receive an annual cost of living adjustment (COLA) of up to 2%
a year.

Table 1 provides examples of lifetime retirement pension benefits based on the formulas
reviewed above for regular and safety employees. The examples in the table assume that the
employee has worked in the cities for the years specified, but in fact, the employees in the
example below may have been in the CalPERS system with other cities longer than the table
assumes, and if they were, their pensions will be larger than shown.
Table 1: Examples of Lifetime Retirement Pensions

(Does Not Include Health Care Benefits or Annual COLAs) 3

Employee

Regular
employee
2.7% @ 55

Last Year
Salary

Number
Years
Worked and
Age

Percentage
of Last Year
of Salary

Annual
Retirement
Pension

$110,725(1)

30 years,
age 55

81%

$89,687

Regular
employee

$86,709(2)

20 years,
age 55

54%

$46,822

Regular
employee

$63,465(3)

10 years,
age 52

27%

$17,135

$110,968(4)

30 years,
age 50

90%

$96,434(5)

20 years,
age 50

60%

Safety
employee
3% @ 50
Safety
employee

$99,871

$57,860

(1) The median 2008 salary for regular employees with 30 plus years in South San Francisco.
(2) The median salary for regular employees with 20 years in South San Francisco.
(3) The median salary for regular employees with 10 years in South San Francisco.
(4) The median salary for a Hillsborough safety officer with 30 years.
(5) The median salary for a Hillsborough safety officer with 20 years.
NOTE: Employees carry their years of service with them as long as they stay in CalPERS, so a
52 year old employee may have been employed in South San Francisco 10 years, but s/he may
have many more years for the purpose of calculating the actual retirement benefits s/he will receive.

3

Formulas on Tables 1 and 2 express as percent of salary correlated with years of service and age for both safety and regular employees can
be seen at: http://www.calpers.ca.gov/eip-docs/member/retirement/service-retire/benefit-charts/pub-9-2.5percent-55.pdf

Table 2 demonstrates the differences in lifetime pension benefits when a less generous formula is
applied to regular employee salaries, as shown above in Table 1. In this case, the formula is 2%
at age 55 and was the most prevalent formula used by cities until about 2006.
Table 2: Lifetime Retirement Benefit For Regular Employees
Using the 2% at Age 55 Formula

Employee

Last Year
Salary

Number Years
Worked and
Age

Percentage of
Last Year of
Salary

Annual
Retirement
Pension

Regular
Employee

$110,725

30 years,
age 55

60%

$66,453

Regular
Employee

$86,709

20 years
age 55

40%

$34,683

Regular
Employee

$63,465

10 years
age 52

20%

$12,729

(Can collect in
3 years)

Table 3 shows the retirement formulas used by cities at the beginning of 2009. Most cities
increased their formulas from 2% at age 55 to the 2.7% at age 55 currently used. Also, instead of
basing retirement on an average of the last three year’s salary, the last year of salary is now most
commonly used. Note that the cities appear to proceed in unison.
Table 3: Retirement Formulas for San Mateo County Cities

San Mateo County
City

Atherton

Retirement Formula - The Percentage
Gained For Each Year Worked and Age
Needed to Retire

Pension Based on
Last Year’s Salary or
the Average of Three
Years

Safety

Regular

All Employees

3% @ 50

2.0% @ 55

3 Year Average

Belmont

(see Table 4)

3% @ 50

2.0% @ 55

Last Year

Brisbane

(see table 4)

3% @ 55

2.7% @ 55

Last Year

Burlingame

3% @ 50

2.5% @ 55

Last Year

Colma

3% @ 50

2.5% @ 55

Last Year

Daly City

3% @ 55

3.0% @ 60

Last Year

East Palo Alto

3% @ 55

2.5% @ 55

3 Year Average

Foster City

3% @ 50

2.7% @ 55

3 Year Average

Half Moon Bay

3% @ 50

2.0% @ 55

Last Year

Hillsborough

3% @ 50

3.0% @ 60

Last Year

Menlo Park

3% @ 50

2.7% @ 55

Last Year

Millbrae

3% @ 50

2.7% @ 50

Last Year

Pacifica

3% @ 50

2.5% @ 55

Last Year

Portola Valley

-

2.0% @ 55

3 Year Average

Redwood City

3% @ 50

2.7% @ 55

Last Year

San Bruno

3% @ 50

2.7% @ 55

Last Year

San Carlos (see Table 4)

3% @ 50

2.7% @ 55

Last Year

San Mateo

3% @ 50

2.0% @ 55

Last Year

So San Francisco

3% @ 50

2.7% @ 55

Last Year

-

2.5% @ 55

Last Year

Woodside

Table 4 shows that some cities have introduced a two-tier system for newly hired employees
(New Hires) in which the retirement formula is reduced. The employees who were in the system
before the reduction will continue to receive the more generous pensions.
Table 4: Cities That Have Reduced Retirement
Formulas for New Hires
San Mateo
County City

Police
Prior Hires New Hires

Belmont *
Brisbane
San Carlos *

3% @ 50

3% @ 55

3% @ 50

3% @ 55

Firefighters

Regular Employees

Prior Hires

New Hires

Prior Hires

New Hires

3% @ 50*

3% @ 55*

2.0% @ 55

2.0% @ 60

3% @ 50

3% @ 55

2.7% @ 55

2.0% @ 60

3% @ 50*

3% @ 55*

2.7% @ 55

2.5% @ 55

* Belmont-San Carlos Fire Department
b) Other Post Employment Benefits
All San Mateo County cities provide other post employment benefits (OPEBs) in addition to
pension benefits to their retirees. OPEBs typically include health, dental, vision, prescription, or
other health care benefits provided to eligible retirees, their families, and in some cases, their
beneficiaries. However, benefits vary widely, from no additional contributions after retirement,
to full retiree and dependent coverage for life, after a vesting period. These health benefits are
tax-free.
Retiree health insurance premiums have been escalating. The increased number of baby
boomers reaching retirement age and employees retiring at a younger age are affecting this cost.
Cities are required by the Governmental Accounting Standards Board (GASB) to calculate their
long-term retiree health obligations by June 2010, depending upon the amount of city revenues.
Therefore, complete information is not yet available. The magnitude of the obligations may be
seen in Table 5. Eligible employees are those that are already vested.

Table 5: Other Post Employment Benefits, Where Known

San Mateo County
City

Eligible
Eligible
Employees Retirees

OPEBs
Expenditures
($/yr)

4

Health
Estimated Expenditure
Liability
per Retiree
($)
($/yr)

Atherton

34

12

33,365

-

2,780

Belmont

123

56

358,000

8,645,000

6,393

Brisbane
Burlingame

81

25

104,000

256

216

1,750,000

50

14

138,000

520

294

-

-

Colma
Daly City
East Palo Alto

-

4,160

66,300,000

8,102

-

9,857

-

-

-

-

-

-

2,974,000

3,866

-

877

15,378,000

8,261

13,000,000

-

0

5,355

Foster City

65

31

119,856

Half Moon Bay

50

10

8,722

Hillsborough

85

82

677,385

Menlo Park

235

67

Millbrae

90

50

267,754

Pacifica

-

110

10

21,908

-

2198

Portola Valley

-

-

-

-

-

Redwood City

534

248

51,844,000

5,140

San Bruno

-

-

2,040,000

-

San Carlos

106

242,000

6,691,000

4,033

60

1,274,543
-

San Mateo

540

380

722,000

20,000,000

1,900

So San Francisco

397

232

1,200,000

-

5,172

47

34

-

-

-

Woodside

Modified Healthcare Plans
Hillsborough and Brisbane have recently introduced modified plans for all or some of their new
employees. In both cases, the obligations of the cities end when the employee retires. For
example, Hillsborough contributes $75 a month to a tax-free Health Savings Account for each
eligible employee hired after 2002, which, after vesting, the employee can take into retirement.
Three of Hillsborough’s four labor unions, including a police union, have accepted this
arrangement. These plans are tax sheltered, and an employee can contribute to them. However,
in both cases, the cities continue to fulfill more generous obligations to employees who were
hired prior to adoption of the defined contribution plans.
In San Carlos, employees hired before January 1, 2009, who have worked with the city for ten
years, receive a contribution to their health care of a minimum of $610 per month for life. That
amount increases by the same percentage as the contributions increase for current employees.
However, for employees hired after January 1, 2009, that amount will decrease to $350 per
month, for life, for retired employees. The vesting period is 15 years. The amount will not
fluctuate.
4

Updated from the 2007-08 San Mateo County Civil Grand Jury report. http://www.sanmateocourt.org/grandjury/2007/reports/benefits.pdf

c) How Pensions and Other Post Employment Benefits are Funded by Cities
To cover pension obligations made by the cities, city workers pay fixed rates into CalPERS,
while the rate for cities is adjusted every three years. Rates are determined by the performance
of CalPERS investments and the anticipated pension obligations, as calculated for each city. The
payment is made as a percentage of employee salaries.

Table 6 shows the percentage of salary paid to both CalPERS and OPEBs (where known). Note
how much higher contributions are for police, who are all eligible to receive retirement pensions
based on the 3% at age 50 formula, compared to regular employees, most of whom receive a
pension based on the 2.7% at age 55 formula, or less.
Table 6: Employer Contributions as a Percentage of Salary to CalPERS and OPEBs
(Where Known)

San Mateo
County City

Employer Contributions as a
Percentage of Salary to CalPERS
Retirement

Safety Employees
Police

38.66
30.06
Belmont
14.80
Brisbane
19.99
Burlingame
27.10
Colma
22.25
Daly City
19.08
East Palo Alto
33.01
Foster City
30.33
Half Moon Bay
37.36
Hillsborough
34.90
Menlo Park
16.88
Millbrae
37.52
Pacifica
Portola Valley
29.38
Redwood City
30.72
San Bruno
38.19
*17.63
San Carlos
28.14
San Mateo
So San Francisco 29.13
Woodside
Atherton

Regular
Employees

Firefighters

14.80
16.12
22.25
33.01
29.53
19.58
31.37
29.38
30.72
52.24
*17.63
28.14
29.13
-

Employer Contributions as a Percentage
of Salary to OPEB Retirement (Where
Known)

Safety Employees
Police

Regular
Employees

Firefighters

20.10
13.05
13.49
11.85
13.18
19.67
11.58
13.93
13.39
25.41
15.24
11.91
22.23
14.07
15.42
14.22

9.4
2.5
1.0
4.0
20.0
3.9
9.0

9.4
2.5
1.0
4.0
15.5
3.9
9.0

2.5
1.0
-

17.38
11.18
17.22
12.03

6.7
2.0
-

6.7
2.0
-

7.6
2.0
-

*For new hires with 3% at age 55 (versus 3% at age 50, as shown in the figure above).

-

3.2
5.9
3.5
8.0

Employee Contributions to Retirement Pensions and OPEBs are as Follows:
•
•
•
•

Regular employees contribute 8% of their salaries to CalPERS when the city formula is
2.70% at age 55, and 7% into CalPERS when the city formula is less.
Safety employees contribute 9% of their salaries to CalPERS when the city formula is 3%
at age 50, and 8% into CalPERS when the city formula is less.
Employees in San Mateo County cities contribute nothing to OPEBs.
For non-benefitted employees, who are enrolled in Social Security and Medicare, both
the employer and employee pay 6.2% of gross compensation up to the current limit of
$106,800, toward retirement benefits. The employer and employee each pay 1.45% of
gross wages, with no limit, toward Medicare. The retirement age for receiving full Social
Security benefits is 67 for persons born after 1960.

Methods Cities Use to Cover Pension and OPEBs Debt
To meet the pension and OPEBs obligations already incurred, some cities such as San Carlos,
San Mateo, Daly City, and Burlingame, have issued Retirement Obligation Bonds ranging in an
amount from $11 million to $36 million. These bonds need not be voter approved.
Bonds scheduled to be issued by the City of Pacifica in 2008, to cover unfunded city employee
pension liabilities in the amount of $17.7 million, were not put up for sale because the municipal
bond market had collapsed. Therefore, the City of Pacifica will continue to pay CalPERS
interest on that obligation, which is currently 7.75%. 5
The City of Menlo Park diverted $13 million from its general fund to cover its retiree health care
liability.
d) Benefits For Current Employees
Benefits for current employees include:
Healthcare: In almost all cities, the cost of employee health, dental, orthodontia, and vision
care is completely covered, or almost completely covered, by the cities. These costs are rising.
In Daly City, for example, the cost of medical, dental, and vision per employee in 2009 ranged
from $977 to $1,221 per month, up from $884 to $1105 per month, in 2008. In five County
cities, any increase in the cost of health care for current employees is automatically applied to
retirees.
Other Benefits: Other benefits include tuition, childcare costs, longevity bonuses, and others.
Days Off: Employees are paid time off for holidays, vacations, personal leave days, plus time
for sick leave. Table 7 shows the number of possible days off for a regular, non-management

5

Emde, Lionel, Pacifica Riptide, “Our Fiscal Crisis: Pacifica Pension Obligation Bonds Unsold,” April 19, 2009,
http://www.pacificariptide.com/pacifica_riptide/2009/04/our-fiscal-crisis-pacifica-pension-obligation-bonds-unsold.html, and
confirmed by the City of Pacifica

employee who has worked for a city for four years. The median number of years of regularemployee tenure is approximately ten.
Paid Time Off: The number of vacation days typically increases based on length of
employment. For example, a regular non-management employee in the City of Half Moon Bay
will receive the following:
•
•

After working four years, an employee will receive a time-off total of five weeks plus
two days per year, not counting up to twelve days of sick leave.
After working eleven years, an employee will receive a time off total of eight weeks plus
three days per year, not counting up to twelve days of sick leave.

Accumulated Vacation Days can be:
•
•

Converted to cash at termination or retirement and/or
Added to the number of years of service and calculated into the retirement benefit,
sometimes at the higher salary being received at retirement. Restrictions may be
imposed. For example, in San Carlos, the maximum accrual time is two years, and any
time beyond two years is cashed out.

Unused Sick Days can be:
•
•
•

Converted to cash at termination or retirement. Cash conversion rates range from 15% to
50% of the value of unused sick leave. There are also caps on the amount of leave that
can be converted.
Added to the number of years of service and calculated into the retirement benefit.
Applied as health credits: these are used to extend or enhance post-retiree health care
plans.

TABLE 7: Days Off for a Regular Employee, Who Has Worked 4 Years with a City

Vacation
Days per Year
for a Regular
Employee

Holidays

Floating
or
Personal
Leave Days

Atherton

15

Belmont

10

Brisbane

15

Burlingame

10

Colma

10

Daly City

13

East Palo Alto

10

Foster City

12

Half Moon Bay

12

14

1

Hillsborough

15

11

Menlo Park

13

11

2
4 days +
2 hrs

Millbrae

12

10

3

Pacifica

11

11

2

Portola Valley

10

13

0

Redwood City

10

12

San Bruno

10

11

2
3 days +
4 hrs

San Carlos

12

10

5

San Mateo

16

10

South San
Francisco

15

Woodside

-

11
11
12 + 2 days
@ 4 hr
14

1
2
3
-

13
10 + 2 days
@ 4 hr

3

12
11 + 2 days
@ 4 hr

-

11 + 2 days
@ 4 hr
13

-

Total Possible
Days Off

5 weeks
2 days
4 weeks
3 days
6 weeks
1 day
4 weeks
4 days
4 weeks
3 days
4 weeks
4 days
3 weeks
1 days
4 weeks
4 days
5 weeks
2 days

Plus (+)
Sick Days per Year

+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
4 days
+2 weeks
2 days
+2 weeks
2 days
+ 3 days

3

5 weeks
2 days
4 weeks
4 days

+2 weeks
2 days
+2 weeks
2 days
+2 weeks
4 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days
+2 weeks
2 days

-

5 weeks
2 days

+2 weeks
2 days

24

7 weeks
2 days

none

-

6 weeks
6 weeks
1 day
5 weeks
5 days
4 weeks
4 days
4 weeks
3 days
4 weeks
4 days
5 weeks

e) Salaries for Current Employee
Employee union contracts have automatic salary increases, known as “step” increases. The first
increase will typically come after the initial six months in a position, and the last will be reached
in 3.5 years. 6 Then, the employee may go on to Step II. These scheduled increases do not
include pay-for-performance adjustments.
In addition, step categories are increased annually to reflect COLA increases. In the years
starting July 1, 2008 and ending June 30, 2011, the COLA increase in one San Carlos contract is
scheduled to rise by 9.5%.
It is beyond the resources of this Grand Jury to analyze the salaries of the twenty cities in San
Mateo County. However, from the Bureau of Labor Statistics the Grand Jury learned that
nationwide, state and local government workers are paid an average of $25.30 per hour, which is
33% higher than the private sector’s $19.00 per hour. The gap widens to 42% when pensions
and other benefits are included. 7 The Grand Jury recognizes that the private sector covers a
wider range of jobs than the public sector.
Representative Salaries
From cities, the Grand Jury learned that:
•

•

•
•

6

Daly City has 562 full-time employees, including police and firefighters. In 2009, the
median salary for a maintenance worker without current benefits or retirement benefits is
$84,610. Twelve employees earned less than $50,000 per year. One hundred ninety-five
employees have base salaries of more than $100,000.
South San Francisco has 371 full-time employees, including police and firefighters, who
have worked for the city at least one year. In 2008, the median salary, without current
benefits or retirement benefits, was $83,873. Without firefighters and police, the median
salary was $65,335. Twenty-five employees earned less than $50,000 per year. Eightyseven earned more than $100,000.
In Hillsborough, the 2009 median salary for 113 full-time employees is $92,133 without
current or retirement benefits. Ten employees will earn more than $100,000, and four
will earn less than $50,000.
In Foster City, the median salary in 2009, for 212 full-time employees including police
and firefighters, is $83,685 without current or retirement benefits. One employee will
earn less than $50,000. Fifty-six will earn more than $100,000 a year.

An Administrative Assistant position in San Carlos, beginning in 2010, will make $4,684 per month. After six months in that position, the
employee will make $5108 a month. After three and a half years, that employee will make $5,913 per month.
7
http://www.bls.gov/news.release/ecec.nr0.htm

Representative Increases in Salaries and Benefits
From newspaper articles the Grand Jury learned that:
•
•
•
•

•

•

•

In Menlo Park, from 2001 to 2006, the number of full-time equivalent employees
dropped 13%, but personnel costs increased 27%. 8
In 2007, Menlo Park employees received a 35% boost in pension benefits. 9
In the City of San Mateo, total payroll increased from $54.1 million in 2006 to $61.5
million in 2008-- an increase of 12.1%. These figures include current benefits but not
retirement benefits. 10
In Burlingame, total payroll jumped 11% from 2006 to 2008. 11
On February 9, 2009, the Pacifica City Council approved a new one-year contract with
the fire battalion chiefs represented by Teamsters Local 856, retroactive to July 1, 2008.
The contract featured a lump-sum payment of $4,778.96 for members of the bargaining
unit, a three percent increase in the base hourly rate, and an option of two different health
plans. The monthly contributions from the city per employee are either $1,022 or
$1,154 12
In January 2009, the Menlo Park City Council approved a raise that will increase the total
pay for eight police sergeant positions 30 percent-- from $107,086 to $131,452-- by 2011.
In that year, the new sergeants' contract will cost the city $2.29 million, $529,000 more
than the $1.76 million it paid in the current 2008-09 fiscal year. 13
For the five years from 2003-2008, the Consumer Price Index for the Bay Area increased
by a total of 13.1% or an average of 2.6% a year. 14

2. Personnel Policies
a) How Wage and Compensation Packages are Set
From interviews, the Grand Jury learned that most cities set their compensation packages by
surveying the wage index for a handful of like cities in the general area-- not for the employment
market at large. In union negotiations, cities will often negotiate to a place on the wage index
rather than negotiating what they think are reasonable salaries. If the wages in their
percentile increase due to new negotiations, all negotiated salaries increase. Additionally, the
Grand Jury learned that this practice of limiting the survey to other cities is based on the
assumption people from the private sector are not qualified for public sector jobs.
The City of Burlingame stopped using this survey in 2008 15 :
A city official told the Daily Post: “The practice of using neighboring cities as an index had
created a system where cities are essentially bidding against each other for the highest wages.
The collective bargaining process makes it a ’keeping up with (the) Joneses’ kind of thing….
It continually puts a great inflationary pressure on salary and wages.”

8

Almanac, “Menlo Park Employee Benefits, a Growing Burden,” July 5, 2006
Almanac, “Menlo Park Contracts Will Boost Benefits 35%,” February 14, 2007
10
Daily Post ,“San Mateo City Salaries Listed,” March 3, 2009
11
Daily Post, “Burlingame Slows Down Payraises,” March 17, 2009
12
Ibid: Emde, Lionel; For verification see http://www.cityofpacifica.org/civica/filebank/blobdload.asp?BlobID=3284
13
Almanac, “Viewpoint,” May 6, 2009
14
http://www.squarefeetblog.com/commercial-real-estate-blog/2009/01/16/san-francisco-consumer-price-index-cpi-december-2008-update/
15
Daily Post , “Burlingame Slows Down Payraises,” March 17, 2009
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The impact of using such a survey is evident in the case of firefighter compensation. Firefighters
often receive the same compensation packages as police officers and, in all cases more than
regular employees. (Table 3) While there is a shortage of police officers, there are 300 to 1000
applicants for every firefighter job vacancy.
b) Staff Size: Merging, Streamlining, and Contracting Services
Merging services: From interviews, the Grand Jury learned that the twenty County cities
have unnecessary duplication of services for small population pockets, and that there are many
opportunities for services in different cities to merge. Some cities have merged their police
and/or firefighters with other cities or outsourced the police and fire duties to the County. Some
dispatch services have merged. Two neighboring cities share management recreation staff. The
San Mateo County Office of Education supplies all payroll services for the more than 150
County public schools.
Streamlining: Many cities have streamlined functions by web-enabling their employment
applications, building applications, Requests for Proposals, and other services.
Contracting Services: From interviews, the Grand Jury learned that services can be less
expensive for cities to contract with private companies to execute functions usually performed by
employees. Cities have contracted out childcare services that operate on city land, recreation
services, landscaping, street sweeping, tree trimming, plan-checking, information technology
functions, road surfacing, fleet maintenance, and custodial work.
When contracting services are considered, some cities will allow city departments to submit
proposals to maintain the services in-house. There may be legal limitations in the types of
services that can be contracted and the manner in which these services can be performed.
Table 8 shows there are differences among staff sizes in the twenty cities of San Mateo County.
Many factors contribute to determining the “right staff size.”

Table 8: Comparison of Population Size with City Staff Size
(as of December 2008, not including part-time or seasonal workers)

San Mateo County City
Atherton
Belmont
Brisbane
Burlingame
Colma
Daly City
East Palo Alto
Foster City
Half Moon Bay
Hillsborough
Menlo Park
Millbrae
Pacifica
Portola Valley
Redwood City
San Bruno
San Carlos
San Mateo
South San Francisco
Woodside

Population

Full Time
Equivalent
Employees

Includes
Police

Includes
Firefighters

7,194
26,078
3,694
28,185
1,197
106,361
31,500
28,803
13,046
10,825
30,785
21,387
39,616
4,500
75,400
41,750
27,718
92,482
60,552
5,352

51
135
117
258
45
562
117
213
52
115
244
136
199
14
546
253
111
580
495
21

yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
no
yes
yes
yes
yes
yes
no

no
no
yes
yes
no
yes
no
yes
no
no
no
yes
yes
no
yes
yes
no
yes
yes
no

3. The Role of Politics
a) The Nexus Between Unions, City Council Members and Staff
In all San Mateo County cities, salaries, retirement pension plans, other post employment benefit
plans, as well as the current health care benefits, workplace rules, salary ranges, and increases
are negotiated by unions on behalf of their members. Each city negotiates with three to twelve
unions, usually for three-year contracts. (Appendix 2)
The negotiating unit for San Mateo County cities includes city council members and the city
manager. They negotiate with the assistance of a labor negotiator. There is a conflict of interest
because council members and the city manager, as well as the union members, will benefit in
some ways when salaries and compensation packages increase.
When compensation packages are increased senior staff also benefit because although not
represented by a union, their salaries and benefits increase proportionally to those whom they
manage. Some city council members will benefit financially because they can become vested
after five years, during their second terms, and receive healthcare and pension benefits for life.
Additionally, city council members benefit because they will maintain union support, and, in
almost all County cities, unions play an active election role. According to the December 2008
edition of the newsletter Labor, “The San Mateo County Central Labor Council was successful
in winning 75 percent of endorsed local ballot measures and candidate races.”
A Daily Post editorial 16 quotes from a candidate questionnaire, crafted by the unions for city
council candidates, that includes the following sample questions:
“What steps would you support to balance the city’s budget?
a) require city workers to take unpaid time off,
b) ask voters to raise taxes,
c) reduce wages and benefits of city workers,
d) increase user fees,
e) lay off city workers.”
“If elected, will you use your influence as a city council member to support
workers who are organizing to form a union or negotiating for a union contract?
a) yes, b) no.”
“If the current city council votes to privatize the city’s child care programs, will
you vote to rescind this decision? a) yes, b) no.”
During an interview, a union representative told the Grand Jury in addition to supporting their
candidates with funding, union members print, distribute, and mail literature, manage phone
banks, and help with candidate campaigns. Unions will also negatively campaign against
candidates they oppose.
b) Public Involvement

16

Daily Post, “Take the quiz unions give to candidates,” February 9, 2009

Under California law, labor union negotiations are held in closed session. According to a survey
the Grand Jury sent to twenty cities, less than half the cities in San Mateo County hold public
discussions before the closed session. Almost all cities place the negotiated contracts on the city
council consent calendar, where contracts may be voted on without further discussion among the
council members, unless a member of the city council specifically requests that the contract be
discussed.
At the September 8, 2008 City of Pacifica council meeting, for example, three contract issues
appeared on the consent calendar and were adopted without discussion. The staff report did not
describe the fiscal impacts of these decisions, referring readers to the fiscal year 2008-2009
budget in which the increases were anticipated. 17
Ballot measures:
In some charter cities and counties outside of San Mateo County, ballot initiatives have recently
given citizens a chance to vote on retirement and health care benefits.
San Francisco, the City of San Diego, and Orange County have recently passed ballot initiatives
as follows:
1. In June 2008, San Francisco voters approved two ballot measures limiting the future cost
of retiree health care benefits:
a) New employees will contribute two percent of their salary to a new retiree
health care fund and the employing agency will contribute one percent.
b) New employees must work ten years to receive half of their health care costs
when they retire and twenty years for full coverage, whereas previously, if
they worked five years they were 100% vested.
2. In November 2006, the City of San Diego required voter approval to any increases in
retiree benefits.
3. In November 2008, Orange County voters decided that future retirement increases must
be voter approved.

Conclusions
The 2008-2009 San Mateo County Civil Grand Jury concludes:
1.
2.
3.
4.
5.

17

Employee wages and compensation packages are not affordable. The escalating
employee costs can and should be reversed in the twenty cities of San Mateo County.
Long-term solutions, in addition to stop-gap measures such as temporary wage freezes
and furloughs, are needed.
Union contracts for new municipal employees can be introduced, reducing the cost to
cities for both pension and post-retirement health care plans.
For current, as well as newly hired employees, salary increases, total days off, and the
ability to accrue and cash out sick leave, can be contained.
The practice of basing compensation packages on those of nearby cities contributes to
higher employee costs overall.

Ibid: Emde, Lionel; for verification see:
http://www.cityofpacifica.org/civica/filebank/blobdload.asp?BlobID=3110 see #6 on consent calendar & attachment
http://www.cityofpacifica.org/civica/filebank/blobdload.asp?BlobID=3146 see consent calendar minutes

6. Cost-efficiencies have been achieved by contracting out some services to other cities or
to private-sector firms.
7. Cooperation among cities to reduce overlapping functions has been successfully
implemented.
8. Political barriers-to-change exist because the people negotiating employee contracts-staff, unions and city council members-- all benefit when wage and compensation
packages increase. These barriers can be neutralized with public involvement and,
possibly, through ballot measures.

Recommendations
The 2008-2009 San Mateo County Civil Grand Jury recommends that the city or town council
of: Atherton, Belmont, Brisbane, Burlingame, Colma, Daly City, East Palo Alto, Foster City,
Half Moon Bay, Hillsborough, Menlo Park, Millbrae, Pacifica, Portola Valley, Redwood City,
San Bruno, San Carlos, San Mateo, South San Francisco, Woodside, take the following actions:
1. Convene at least one public session in 2009 devoted to controlling employee costs by
reviewing all applicable issues in this report, including but not limited to the issues
presented below. The session should result in a Wage, Benefit and City- Staffing Action
Plan.
2. Create a Citizen “Wage Benefit and City Staffing” Task Force consisting of five to seven
members, drawn by lottery from resident applicants, charged with:
a) Attending the session(s) convened per Recommendation One
b) Creating and reviewing the Wage, Benefit and City-Staffing Action Plan (Action
Plan) that is produced by the Task Force from this session
c) If not satisfied with the Action Plan, recommending ballot measures, in consultation
with the city attorney, for the city council to sponsor at the next regularly scheduled
election
The items in the Action Plan should address but not be limited to:
1. Creating a two-tier system retirement and healthcare benefits system
for new hires to:
a) Replace current post employment healthcare plans with health savings plans.
b) Increase the age at which employees can start receiving retirement benefits
from age 50 or 55 to age 60.
c) Base pensions on the average of the last three to five years of salary.
d) Make provisions for increasing employee contributions to current pension and
post-retirement healthcare plans.
2. Renegotiating contracts with the unions to modify current benefits
for existing employees and to create a two-tier system for new
employees to:
a) Eliminate the practice of converting accumulated sick leave to cash.
b) Reduce vacation time.
c) Reduce the number of personal days.

d) Increase employee contributions to current health, vision, and dental
insurance.
e) Extend the length of time between automatic salary increases.
3. Initiating competitive hiring practices to:
a) Broaden the compensation horizon by considering comparable jobs in both the
private and public sectors.
b) Employ more market-oriented compensation practices so that salaries can
adjust up or down in times of high and low competition for labor.
c) Consider the number of applicants for respective jobs, when negotiating
salaries, noting, for example, that there are often 300 to 1000 applicants for
firefighter jobs.
d) Develop more applicants by initiating outreach programs to universities,
community colleges, returning veterans, and local high schools, especially for
police recruits.
e) Join with other cities, and/or the County to create a central training center that
promotes cross-training and succession planning for existing staff, and,
additionally, introduces qualified applicants from the private sector to public
sector service.
4. Reducing need for Staff by:
a) Expanding the use of technology to streamline services.
b) Exploring the possibility of contracting out some functions currently
performed by city employees, while giving those employees the opportunity to
cost-effectively retain those functions in house.
c) Creating partnerships with other cities and/or the county to include, for
example: payroll, human resources, landscaping, fire fighting, police,
recreation, and, custodial work. The County already provides centralized
training and dispatch services.
5. Increasing Public Involvement by:
a) Holding public hearings before initiating closed session negotiations to
counter balance strong union pressure in city council election issues and the
fact that staff members, who negotiate compensation packages, receive the
same negotiated benefits.
b) Making public the Memorandums of Understanding (MOUs) with the unions
that result from these negotiations.
c) Placing the MOUs as a current agenda item after two weeks of making them
public, and invite discussion in a public arena.
6. Involving Taxpayers:
a) If a city council is reluctant to create a two-tier wage and compensation system
addressing current and retirement pension and health benefits for new hires for
the various unions, the city council should place ballot measures initiating
such two-tier systems on local ballots and allow voters to support or reject
them.

Appendix 1: CalPERS Formula Charts
1. For Local Miscellaneous Members (dated 04-21-05)
2% @ 55; 2% @ 60; 2.5% @ 55; 2.7% @ 55; 3% @ 60
2. For Local Safety Members
2% @ 50; 2% @ 50; 2.5% @ 55; 3% @ 50; 3% @ 55
Appendix 2:
Many cities post Union Contracts on their websites.
Go to:
1. City website.
2. City Departments
3. Personnel (or Human Resources)
4. And find the contacts listed there.
For Daly City, for example, which negotiates with 12 separate unions, go to
http://www.dalycity.org/city_services/depts/hr/mous.htm

City of East Palo Alto
Office of the City Manager
Redevelopment Agency
2415 University Avenue  East Palo Alto, CA 94303
TO:
FROM:
SUBJECT:

Honorable Mayor and City Council Members
Alvin D. James, Interim City Manager
Grand Jury Response: Reversing the Upward Trajectory of Employee Costs in the
Cities of San Mateo County
DATE:
January 19, 2010
____________________________________________________________________________
RECOMMENDATIONS:
It is recommended that the City Council:
Authorize the Interim City Manager to submit the following responses to the 2008-2009 San Mateo
County Civil Grand Jury recommendations regarding actions that can be taken to reverse the
upward trajectory of employee costs in the cities of San Mateo County.
BACKGROUND:
The 2008-2009 Grand Jury filed a report on June 4, 2009 which contains findings and
recommendations resulting from its effort to take a broad look at recent trends related to rising
personnel costs in the cities of San Mateo County. The reports’ findings and discussion was
structured to explore three lines of inquiry: 1) Salary and Compensation Packages, 2) Personnel
Policies and, 3) The Role of Politics. Attached to this proposed response is a copy of the Grand
Jury Report for the City Council’s consideration, which details the Grand Jury’s analysis and
rationale underpinning its findings and recommendations. The remainder of this report itemizes the
Grand Jury’s recommended actions and provides a proposed city response in italics.
****************************************************
DISCUSSION:
The 2008-2009 San Mateo County Civil Grand Jury recommends that the city or town council of:
Atherton, Belmont, Brisbane, Burlingame, Colma, Daly City, East Palo Alto, Foster City, Half
Moon Bay, Hillsborough, Menlo Park, Millbrae, Pacifica, Portola Valley, Redwood City, San
Bruno, San Carlos, San Mateo, South San Francisco, Woodside, take the following actions:
1. Convene at least one public session in 2009 devoted to controlling employee costs by
reviewing all applicable issues in this report, including but not limited to the issues
presented below. The session should result in a Wage, Benefit and City- Staffing Action
Plan.
Response: The City partially agrees with this recommendation. In conjunction with
preparation of the FY 2010-2011 budget, the City Council has agreed to devote one entire
session in June, 2010 to soliciting community input regarding draft budget proposals and
assumptions. The session would be responsive to the recommendation that the city convene
a public session. However, as others have noted, including the San Mateo County City
Managers Association (attached), in their responses to this recommendation, development
of any specific action plan might be problematic in light of labor relations and
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confidentiality requirements. For that reason, it would seem appropriate for the City
Council to take any public input received at the public session into consideration as a guide
to its deliberations relative to labor negotiations.

2. Create a Citizen "Wage Benefit and City Staffing" Task Force consisting of five to seven
members, drawn by lottery from resident applicants, charged with:
a) Attending the session(s) convened per Recommendation One
b) Creating and reviewing the Wage, Benefit and City-Staffing Action Plan (Action Plan)
that is produced by the Task Force from this session
c) If not satisfied with the Action Plan, recommending ballot measures, in consultation with
the city attorney, for the city council to sponsor at the next regularly scheduled election
The items in the Action Plan should address but not be limited to:
1. Creating a two-tier system retirement and healthcare benefits system for new
hires to:
a) Replace current post employment healthcare plans with health savings
plans.
b) Increase the age at which employees can start receiving retirement benefits
from age 50 or 55 to age 60.
c) Base pensions on the average of the last three to five years of salary.
d) Make provisions for increasing employee contributions to current pension
and post-retirement healthcare plans.
Response: The City does not agree with this recommendation. The city concurs with
the City Managers Association observation that the recommendation to create a citizen
task force appears to challenge the wisdom of the representative form of government
where voters elect representatives to invest the time and energy to understand the issues
and once informed, vote to set public policy. The city aggressively pursued a range of
cost control and reduction measures over the last several fiscal years, including
elimination of positions, instituted furloughs as needed, commissioned organizational
assessments, capped employer contribution for non-sworn employee dependent health
coverage. The city worked cooperatively with non-sworn bargaining units and
authorized increased employee contribution to enhance CalPERS retirement benefits
from 2 percent at 60 to 2.5 percent at 55 years. The city annually reviews its position
classification schedule to ensure that positions remain current and relevant to service
delivery objectives. The City Council receives quarterly reports regarding its fiscal
posture and, for the last calendar year, engaged with staff in defining strategic planning
goals with review of progress in meeting objectives every six months.
The City does not agree with the recommendation to create a two-tier system. As
indicated in the Grand Jury report, table 3, the city is one of the few cities in the county
that currently has a retirement formula for safety employees of 3 percent at 55. Also, as
previously indicated, non-sworn employees voluntarily increased their contribution to
enhance their retirement formula from 2 percent at 60 to 2.5 percent at 55. For both
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sworn and non-sworn, pension is based on the average of 3 years, which is consistent
with the Grand Jury recommendation.
2. Renegotiating contracts with the unions to modify current benefits for existing
employees and to create a two-tier system for new employees to:
a) Eliminate the practice of converting accumulated sick leave to cash.
b) Reduce vacation time.
c) Reduce the number of personal days.
d) Increase employee contributions to current health, vision, and dental insurance.
e) Extend the length of time between automatic salary increases.
Response: The City understands and generally concurs in the Grand Jury’s
recommendation to engage the city’s labor collective bargaining units in identifying
opportunities for reducing costs in order to insure that city services and planned
infrastructure improvements are not neglected. The city has and will continue to bargain
with such objectives in mind as it enters the next round of bargaining with some units
scheduled during calendar year 2010.
3.

Initiating competitive hiring practices to:

a) Broaden the compensation horizon by considering comparable jobs in both the private
and public sectors.
b) Employ more market-oriented compensation practices so that salaries can adjust up or
down in times of high and low competition for labor.
c) Consider the number of applicants for respective jobs, when negotiating salaries, noting,
for example, that there are often 300 to 1000 applicants for firefighter jobs.
d) Develop more applicants by initiating outreach programs to universities, community
colleges, returning veterans, and local high schools, especially for police recruits.
e) Join with other cities, and/or the County to create a central training center that promotes
cross-training and succession planning for existing staff, and, additionally, introduces
qualified applicants from the private sector to public sector service.
Response: The city generally agrees with this recommendation and currently employs
several of these practices. It also concurs in the San Mateo County City Managers
Association’s observation that some professions do not have comparable positions in the
private sector, especially sworn safety positions. The city has, and will continue to pursue
outreach programs in all of the areas identified in the Grand Jury recommendation. The
city does not provide public safety services in the area of fire fighting but rather, depends
upon the Menlo Park Fire Protection District to exercise such responsibilities within its
borders. The city is mindful of the level of interest expressed in the pursuit of offered
positions. However, compensation factors are typically as likely to be influenced by other
factors such as experience, particular skill set relative to the needs of the organization, etc.
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The city has and will continue to work with other cities and professional associations, as
opportunities exist, to take advantage of training opportunities, particularly where they
promote cross-training. The city has also provided internships as a means for identifying
promising talent, although, because of limited staffing resources, it has not been able to
develop this capacity to its full potential.
4. Reducing need for Staff by:
a) Expanding the use of technology to streamline services.
b) Exploring the possibility of contracting out some functions currently performed by city
employees, while giving those employees the opportunity to cost-effectively retain those
functions in house.
c) Creating partnerships with other cities and/or the county to include, for example: payroll,
human resources, landscaping, fire fighting, police, recreation, and, custodial work. The
County already provides centralized training and dispatch services.
Response: The city disagrees with this recommendation as a staff reduction measure,
although it agrees with it from the perspective of achieving cost reduction via improve
efficiencies in service delivery. (See attached figure depicting full time equivalent
employees and residents per employee). The city is presently in the process of installing a
new automated development permit tracking and management system. Over the years, East
Palo Alto has aggressively pursued partnerships with other cities, the county and other
agencies in various areas including dispatch services, crime suppression, training, risk
management, shuttle subsidies, parole reentry, vehicle fueling, recreation facility
development, levee protection, etc. The city has had mixed experiences with staff
augmentation arrangements in the past, both in terms of effectiveness of service delivery and
cost savings.

5. Increasing Public Involvement by:
a) Holding public hearings before initiating closed session negotiations to counter
balance strong union pressure in city council election issues and the fact that staff
members, who negotiate compensation packages, receive the same negotiated benefits.
b) Making public the Memorandums of Understanding (MOUs) with the unions that
result from these negotiations.
c) Placing the MOUs as a current agenda item after two weeks of making them public,
and invite discussion in a public arena.

Response: The city does not agree with this recommendation in that it believes that the
public hearing process as a mechanism for conducting labor negotiations would be
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cumbersome at best, potentially problematic in some situations where legislative protections
invoke confidentiality and, not particularly helpful to efforts to conclude timely and cost
effective collective bargaining. It does agree with the recommendation in its objective to
seek timely consultation before collective bargaining commitments are finalized.
Consistent with that objective, the city will continue to look for ways in general to provide
the public with increased opportunity to weigh in on the subject of controlling rising
employee-related costs. It should be noted that the city currently affords opportunities for
citizen input via pre-closed session agenda discussion and community forum. Also, as do
other jurisdictions, negotiated agreements are publicly noticed as part of the scheduled
meeting agenda and, made available at the public meeting where they are to be considered
for approval.

6. Involving Taxpayers:
a) If a city council is reluctant to create a two-tier wage and compensation system
addressing current and retirement pension and health benefits for new hires for the
various unions, the city council should place ballot measures initiating such two-tier
systems on local ballots and allow voters to support or reject them.
Response: As previously discussed, the City does not agree with the recommendation to
create a two-tier system nor that the recommendation should be submitted for voter
consideration in the form of a ballot measure. As indicated in the Grand Jury report, table
3, the city is one of the few cities in the county that currently has a retirement formula for
safety employees of 3 percent at 55. Most others are at 3 percent at 50 and, as indicated in
the Grand Jury report, cities to date that have reduced their retirement formulas have
returned to 3percent at 55, the same as East Palo Alto’s formula for its sworn public safety
employees. Also, as previously indicated, non-sworn employees voluntarily increased their
contribution to enhance their retirement formula from 2 percent at 60 to 2.5 percent at 55.
For both sworn and non-sworn, pension is based on the average of 3 years, which is
consistent with the Grand Jury recommendation.
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City of Menlo Park comments on the
2008-09 San Mateo County Civil Grand Jury Report on
Reversing the Upward Trajectory of Employee Costs
in the Cities of San Mateo County
Issue
As both public and private employers across the country grapple with the effects of the
worst economic crisis since the Great Depression, employee wages and benefits have
become a target for cost cutting, generally representing the largest expense in servicerelated businesses. Adding to the pressure on local governments is the State’s search for
others sources of revenues to prevent program contraction during the economic downturn.
As we have seen, the State has attempted to solve its deficit, in part, by proposing to raid
revenues currently targeted to cities and redevelopment agencies. At this writing, the State
has enacted a budget that borrows $1.9 billion from local governments and seizes $1.7
billion in funds earmarked for redevelopment areas. These actions by the State redirect
money from local government, negatively impacting cities’ ability to fund operations.
This convergence of events has created serious pressure on local governments as employee
costs increase and revenues are slashed, compelling the San Mateo County Civil Grand
Jury to review this issue and develop a report recommending changes to the systems
determining public employee salaries and benefits in the cities of San Mateo County.
Menlo Park City staff has reviewed the Grand Jury Report, completed additional research
and analysis, evaluated responses from other bodies (including the San Mateo County
Municipal Employee Relations Committee) and formulated these comments, approved by
the Menlo Park City Council at their meeting of August 25, 2009. The comments are
organized to include: (I) clarification of statements in the Grand Jury report related to both
Menlo Park facts and facts about employee compensation in general; (II) an overview of
the history of local government employee costs to provide important additional context;
and (III) specific comments on each of the Grand Jury’s recommendations, including a
more detailed review of activities already underway.
Potential for “bias”
Menlo Park acknowledges the issues and criticisms that accompany any attempt to
“objectively” respond to a report about employee salaries and benefits. In this response,
we have endeavored to not only present factual information from outside sources but to
also clearly indicate where information is based on staff or Council experience or opinion
in order to support the Grand Jury in better determining the credibility of the information
presented.
(I) Clarification of statements made in the Grand Jury Report
Several assertions made in the Grand Jury report require clarification:
1. Findings and Discussion section (page 3)
Menlo Park does not agree with the third Grand Jury finding that “the opportunity
for significantly increasing revenues is limited to increasing taxes and fees.” This
statement implies that local government’s only alternative to addressing employee
costs is to impose additional taxes and fees on local residents and businesses by

2

increasing the existing tax rate. In Menlo Park, Council has set a priority goal for
2009-10 to develop “a vibrant and resilient economy supporting a sustainable
budget,” which includes increases in tax volume not increasing tax rates or
imposing new fees and/or taxes. The primary strategy for achieving this goal is the
implementation of the City’s Business Development Plan, which is designed to, as
Mayor Heyward Robinson has said, “grow the pie.” Menlo Park believes this is a
viable alternative to increasing taxes and fees. Indeed, revenues for the City of
Menlo Park are expected to increase in 2009-10 by approximately $1,000,000
primarily due to new development that came on line in late 2008-09.
2. How Pensions and Other Post Employment Benefits are funded by cities (page 10)
Pensions are funded differently from Other Post Employment Benefits (OPEBs) in
every City in the County and, we feel, lumping them together as the Report does
further compounds the misunderstandings about how the public employee
retirement system works and what solutions, may be appropriate. We will separate
our explanation into the two areas: Pension funding and OPEB funding.
Pension funding
The Grand Jury report indicates that city workers pay fixed rates into CalPERS
while the rate for cities is adjusted “every three years.” CalPERS actually adjusts
the rate for cities annually, based on state law and an actuarial assessment of the
active and retired employee pool as well as return on investments, changes in
employee compensation and the impact of disability retirements. Inclusion of these
items effectively customizes the rates cities pay and makes generalizations about
the costs impossible. Additionally, although staff contributions are fixed for longer
periods of time reflecting the length of contract terms, CalPERS costs should also
be considered over the long term. Within the last five years, for example, CalPERS
was “over” funded when investments were generating a large return and many
cities paid nothing into the CalPERS retirement program.
Menlo Park employees pay a fixed percentage into the CalPERS system from their
salary. With the exception of one year, between 1988 and 2005, the employee
contribution for miscellaneous employees of seven percent exceeded the employer
contribution, which varied between zero and 6.617%. The opposite is true for
safety employees. For safety, the employee contribution of nine percent has
exceeded the City contribution in only seven of the last twenty five years. The
employer rate is adjusted annually, based on demographics of the unit, estimated
inflation, change in payroll base and return on investments. The return on
investments is usually the largest factor in determining employer rates.
It’s also useful to note that public safety disability retirements across the CalPERS
system account for a large portion of individual cities’ retirement costs, even if
there are few disability retirements among that city’s retirees. Menlo Park supports
major changes at the state level regarding the presumptions and determination for
disability retirements that we feel would garner substantial savings.
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OPEB funding
OPEBs are funded differently by every community in the County, depending on
what is offered in their respective retiree medical plan and whether or not the city
has pre-funded these liabilities. Additionally, cities do not fund their OPEBs
through the CalPERS system. Again, these complexities make generalizations
about issues with the system impossible.
The Report’s table 6 indicates Menlo Park has firefighters. This is not accurate.
Additionally, it should be noted that the figures in Table 6 for Menlo Park represent
a complete funding of our OPEB costs, meaning we have no unfunded liability for
this category, which may not be the case for all cities listed here, making this table
somewhat misleading.
3. Methods cities use to cover pension and OPEB liabilities (page 12)
Besides the issues with lumping together pension and OPEB debt in one category,
as mentioned above, the Grand Jury report states “The City of Menlo Park diverted
$13 million from its general fund to cover its retiree health care liability.” This
statement greatly simplifies Menlo Park’s approach and mis-states the amount of
general fund reserves used to pre-fund the City’s OPEB liability. In 2007-08 the
City of Menlo Park implemented a Council-approved strategy to pre-fund the
City’s entire retiree medical benefit liability (OPEB). This strategy had been
developed in response to the new governmental accounting standards regarding the
valuation and disclosure of these benefits, first brought to Council’s attention in
early 2006.
An actuarial study provided a preliminary valuation of the City’s retiree medical
benefit obligation as of June 30, 2006, and over a period of nearly two years, the
Council considered the most appropriate way to fund this commitment.
Meanwhile, an internal service fund (ISF) for retiree medical benefits was
established in fiscal year 2006-07 for the purpose of recording the on-going cost of
the benefits as departmental operating costs.
The Council decided that full funding of the City’s OPEB obligations to date,
utilizing a qualified trust account, was most appropriate for Menlo Park. This
strategy was consistent with the City’s efforts to record and report the total cost of
operations in the proper fiscal year, and enhanced its fiscal standing with credit
rating agencies by eliminating unfunded liabilities from its financial statements.
The total amount contributed to the California Employer’ Retiree Benefit Trust to
fully pre-fund the City’s OPEB obligations as of June 30, 2008 was $10.4 million.
This amount represented $9.2 million from General Fund reserves for the
obligation accrued as of June 30, 2006, and $1.2 million available in the ISF (and
charged to all City operations) for the two fiscal years ended June 30, 2007 and
June 30, 2008. The City continues to use the ISF to account for OPEB obligations
as they are incurred each fiscal year. As such, these costs are now part of the City’s
annual operating budget.
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4. Salaries for current employees (page 15)
The Grand Jury report states that, following a series of step increases in their first
3.5 years, employees “may go on to Step II.” Menlo Park has no “Step II” system.
Additionally, this section states “These scheduled increases do not include pay-for
–performance adjustments.” Menlo Park does not provide pay for performance
adjustments, although some management staff are eligible for performance-based
bonuses. These bonuses may be awarded annually and do not accumulate as a part
of an employee’s base salary and do not increase PERS benefits.
Additionally, it is very important to note that the Grand Jury report implies these
“increases” in salary in an employee’s first 3.5 years of employment are over and
above what would “normally” be paid for that position. In reality, the step system
discounts salaries for new employees during the time period it generally takes to
learn a new organization and it’s procedures, no matter how highly qualified they
may be. This lowers the cost of the employee while this experience is gained.
5. Representative Increases in Salaries and Benefits (page 16)
It should be noted that the Grand Jury’s primary source of information on
“representative” salaries and benefits for San Mateo County cities was the Almanac
and the Post. Newspapers generally are not a responsible primary source of
information about this type of complex and detailed subject. Several inaccuracies
in the newspaper stories were clearly perpetuated with regard to employee costs in
Menlo Park, and we are concerned that this inaccurate information was used by the
Grand Jury to not only develop an understanding of the problem but also to develop
recommended solutions.
Specifically, the first bullet on page 16 indicates that Menlo Park FTEs dropped
13% between 2001 and 2006 while staffing costs increased by 27%. The increase
was not due to salary or retirement benefit increases as the statement and the
Almanac article imply, but a result of Menlo Park paying 0$ into PERS (investment
earnings covered the entire cost) immediately prior to 2001, as well as nothing for
OPEB or Workers Compensation.
The report also cites the Almanac in asserting that, in 2007, “Menlo Park
employees received a 35% boost in pension benefits.” This comment refers to the
negotiated increase in retirement benefit that changed the percent of salary at age
55 to 2.7% from 2%. This change increased benefits between 20% and 35%,
depending upon an employee’s tenure with the City. These retirement
enhancements are characterized by the Grand Jury report as increasing employee
costs – however, they were offset by deferred salary increases (0% the first year,
1% the second year, and 2% the third year) as well as an increase in employees’
contributions to their retirement funds (from 7% to 8% for non-safety employees).
Menlo Park was late in adopting this enhanced retirement benefit, compared to
other California cities and was compelled to do so to remain competitive and retain
experienced and talented employees.
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This section of the Grand Jury report also contains information about the 2009
salary increase for Police sergeants in Menlo Park, which the report quotes from
the Almanac as being “30%.” It is important to note that this increase came
following three years of staffing losses, totaling 30 officers (of a department of 50),
due to Menlo Parks’ extremely low pay rate compared to other Peninsula
communities in a very competitive market. This persistent turnover not only
impacted the quality of service, but incurred major costs to the city for training and
overtime. The increases were extremely cost effective when compared with other
potential costs for inexperienced police officers, such as liability, training and
overtime. Currently, all sworn positions are filled, which can be credited to some
degree to the more competitive salary level. These vacancies were filled prior to
the current recession hitting the local economy.
Other information cited by the Grand Jury about increases in employee costs to the
city require further explanation. Payroll costs for the City of Menlo Park vary from
year-to-year due to the number of people employed during the year, employee
vacancy rates, and the amount of overtime worked (which is largely dependent
upon vacancy rates, the community’s demand for services, and emergencies and
other situations).
Although there has been a 13% increase in the City’s total personnel expenses over
the past three years, this increase was primarily due to the factors above. Base
wages paid to individual employees rose approximately 4.35% organization-wide
over the two year period from 2006-2008 or roughly 2.2% each year (less than
the region’s increase in cost of living). The remainder of the growth in payroll is
due to fewer vacancies, increased staffing as a result of taking on a contract (which
provides offsetting revenues) with San Carlos to provide their dispatch services, the
addition of new, Council-approved positions in other departments to meet
community needs, and an increase in Police overtime (due to ongoing vacancies in
the Police Department during that period).

6. The report references a 13.1% increase in the CPI between 2003-2008. Menlo
Park staff were unable to verify the source or the calculation for this figure.
Additionally, we are concerned that much longer time frames, overall, need to be
considered when attempting to develop a complete and accurate picture of public
employee compensation in the Bay area over time. Accordingly, we offer the
following historical context and urge that it be included in any analysis of this
subject.
(II) Historic factors contributing to public employee cost increases
The CalPERS system was created in 1932 during the Great Depression. The system is a
defined benefit plan and has provide retirement benefits to State employees, as well as
cities and special districts who contract with the system, for over 77 years. It currently has
assets of $191.4 billion. Return on investment has, in the past, made up 75% of the fund

6

providing retirement benefits. A 2006 research report by California State University
(Sacramento Applied Research Center) estimated that, because of employee contributions,
investment earnings and the spin-offs of retiree spending, the California economy gained
approximately $8.55 for every one dollar invested in pensions by employers and taxpayers.
The California public employee retirement system has functioned well, overall, in the
service of taxpayers and government employees.
More recently, the California legislature has authorized retirement benefits exceeding those
available in the private sector. When the legislature creates these higher benefits, it
immediately creates market pressure for cities to also provide them in order to retain
trained, qualified and experienced high-quality staff. When considering solutions to this
issue it is important that we review how the State’s actions contributed to this situation. As
the Grand Jury states, two significant pieces of legislation were passed by the State of
California in the late 1990s: enhanced retirement formulas for safety groups and binding
arbitration for safety contract negotiations. This resulted in safety unions having
tremendous leverage at the bargaining table. Concurrently, cities were struggling to attract
police and fire candidates in the very tight labor market in the Silicon Valley where the
cost of living was among the highest in the nation. Most public employees do not
participate in social security and did not have the stock option plans and 401(k) plans that
were experiencing substantial investment returns during the dot-com boom. The
confluence of these events lead to wage and benefit enhancements that have proven to be
unsustainable in today’s economy.
As more and more cities began implementing the increased salaries and benefits first added
by the state, other cities were required to provide the same for their employees or risk
losing talented staff. Similarly, when CalPERS made available pension enhancements for
miscellaneous employees, the pressure of competitiveness and issues of within-agency
equitability caused many agencies to enhance miscellaneous benefits as well.
This is clearly a state-wide system issue, best solved at the state level – not by individual
cities. The legislature is really the first line of action. Menlo Park supports cities joining
together to take a strong advocacy role for public pension/benefit reforms on a statewide
basis, urging the League of Cities, CSAC and other groups to push the State legislature to
initiate reforms, roll back retirement benefits for new employees, etc.— a much more
effective approach than trying to implement changes in individual communities such as
Menlo Park, or even on a county-wide level as Menlo Park competes with other cities in
the region for qualified employees, including the Central Valley.
Menlo Park City Manager Glen Rojas has actively served on the committee to support the
work of the San Mateo County Municipal Employee Relations Committee (MERC). The
purpose of MERC is to identify and develop information and analysis that will assist
municipalities in understanding the dynamics that are occurring relative to employee costs
and recruitment, and to provide options for consideration for use by San Mateo County
cities in addressing the employee cost growth that has been exceeding the growth in
revenues.
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The MERC Committee seeks to identify actions that could be jointly undertaken to better
inform staff and elected officials about possible solutions. The group also hopes to secure
resources that could initiate the development of an array of alternatives for consideration
by the respective city councils throughout the County. A priority goal for MERC has been
to develop a better understanding of total employee cost trends in the County and to see
how each jurisdiction fits into that broader picture.

(III) Response to Grand Jury recommendations
1. Create a two-tier retirement and healthcare benefit system for new hires.
Menlo Park is willing to consider this recommendation as we enter negotiations with our
miscellaneous bargaining units beginning in September of this year. We support exploring
a two-tier system if implementation does not result in any one community being at a
competitive disadvantage for hiring and retention, as we are concerned that cities
implementing before a state-led, system-wide change would not attract the best candidates,
particularly when applicants compare retirement offerings. Menlo Park would also
consider a system that would increase the share of benefit costs paid by employees.
a. Replace post employment healthcare plans with health savings plans
The City of Menlo Park’s post employment healthcare plans consist of retiree
medical benefits earned annually by active employees and “banked” in the form
of unused leave (hours). Because there is a maximum number of these accrued
hours that can be applied to monthly health care coverage upon retirement, the
plans never provide “lifetime” benefits to a retiree – the coverage is limited to
the amount of hours converted to monthly premiums. Because of these built-in
“ceilings”, the actuarially determined accrued liability for these benefits was
manageable, allowing the City to fully fund these plans. Although capping
these benefits places us at a competitive disadvantage compared to neighboring
cities, Menlo Park has already taken steps to better manage these post
employment health care costs.
b. Increase the age at which employees can start receiving retirement benefits
from age 50 or 55 to 60.
The City of Menlo Park is willing to consider this option as we enter
negotiations this fall. If a state-wide effort were be undertaken to explore this
item, Menlo Park would consider an approach similar to the recent California
League of California Cities’ recommendation of 2.0% at 55 (3-year highest
average) for miscellaneous employees or 3.0% at 55 (3-year highest average)
for public safety employees. Again, like the recommended change to a two-tier
system, implementation should not result in any one community being placed in
a competitive disadvantage by implementing this recommendation before a
state-led, system-wide change. It is also necessary to consider the ongoing
presumptive conditions the legislature presses for in various bills that will
continue to drive up the cost of safety retirement should these bills pass.
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Disability retirements in safety units have an enormous impact on the employer
rate, much more than the plan type, for example.
c. Base pension on the average of the last three to five years of salary.
See above – Menlo Park would consider the 3 year highest average.
d. Make provisions for increasing employee contributions to current pension and
post-retirement healthcare plans.
See above – Menlo Park would consider this recommendation should a systemwide change be legislated. Otherwise, post retirement health care plans vary
widely among local government agencies; the establishment of employee
contributions for retiree medical benefits is best approached by each agency.
As noted previously, Menlo Park retirees currently “pay” for medical coverage
with unused leave balances to the extent available.
2. Renegotiate contracts with unions to modify current benefits for existing employees
to (a-e) eliminate the conversion of accumulated sick leave to cash; reduce
vacation time; reduce personal days; increase contributions to health plans and
other benefits; increase time between salary increases:
Due to pending negotiations with two of Menlo Park’s bargaining units, it is not
appropriate for the City to take an affirmative stand on any of the suggested
benefits except to indicate that at this time all possible proposals will be
considered. Menlo Park has operated under the requirements of the Meyers-MiliasBrown Act (MMBA)1 since it’s inception and is required to continue operating in
accordance with the act. MMBA was enacted to define uniform and orderly
methods in which labor relations are conducted in the public sector. The act
specifies the makeup of employee organization, scope of representation, noticing,
and meeting requirements. Section 3505 contains a requirement that the governing
body or designated representative personally meet and confer in good faith
regarding wages, hours, and other terms and conditions of employment with
representatives of the recognized employee organization and shall consider fully
such presentations as are made by the employee organization on behalf of its
members prior to arriving at a determination of policy or course of action.
During future negotiations, Menlo Park would consider these changes, among
others recommended, if doing so did not adversely impact our ability to hire and
retain talented staff.
More research and discussion about these items would also need to occur before
further consideration in order to determine if moving forward with a policy change
in this area would constitute an unfair labor practice or constitute a violation of
MMBA.
3. Initiate competitive hiring practices
1

Government Code Sections 3500-3510; Governor Reagan, 1968
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a. Broaden the compensation horizon by considering comparable jobs in both the
private and public sectors
Menlo Park currently utilizes hiring practices common to all sectors, such as
those suggested by the Grand Jury and including using comparables for setting
salaries where comparable public jobs exist and salary information is available
as there are no comparable private sector jobs for many public positions. In
addition, private industry has no requirement to make salary and benefit
information public and usually considers such information proprietary. Public
sector salaries are fixed by a published salary schedule, whereas private
industry has more latitude, making it difficult to compare value where salary
information is available. Available industry comparisons generally use a broad
national or regional scale, not reflective of the cost of living in the Bay area. A
search for private industry comparisons yields limited results, however, an
annual survey sponsored by the American Federation of Teachers shows that
public employee salaries generally lag behind the public sector by an average of
30%. The survey also shows that in states permitting collective bargaining,
public employees average 16% better pay. Additionally, private companies are
in a better position to reward individual effort through bonuses, profit sharing,
stock options, stock purchase plans, and employer contributions to 401K plans.
Base wage rates in Menlo Park are established by surveying similar classified
positions in surrounding communities in San Mateo and Santa Clara County.
Cities of similar size are used because their positions typically contain the skill
sets and span of responsibility comparable to Menlo Park. Staff also prefers to
hire applicants with prior experience in municipal government. Fourteen
nearby cities are used to determine average base wage paid for the job
responsibilities and provide enough of a sampling to properly value specialty or
unique positions where there are few comparisons. These cities include:
Belmont, Burlingame, Campbell, Cupertino, Foster City, Los Altos, Los Gatos,
Millbrae, Pacifica, Palo Alto, Redwood City, San Bruno, San Carlos and
Saratoga.
Since the early 1980’s, Menlo Park policy has been to pay the average salary
established for each classified position. Some cities within the survey group
commit to paying above average, or use a formula to maintain a certain ranking
in the group (including recently settled contracts that include provisions to
maintain a certain rank).
b. Employ more market-oriented compensation practices to adjust salaries in
times of high and low competition for labor
Menlo Park already uses market-oriented compensation practices.
c. Consider the number of applicants for respective jobs
See b, above. There are professions where a shortage of qualified individuals
exists and industry experts warn that, due to rapidly approaching retirement of
baby boomers and lack of interest in public service by those starting their
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careers, this problem will grow. As with any supply and demad situation,
shortages place upward pressure on wages and public entities must compete for
a limited pool of qualified applicants. Exacerbating this shortage is the high
cost of living in the Bay area which often limits area cities’ ability to attract
talent from outside the area or retain employees who wish to buy a traditional
home. The increase in housing prices in Menlo Park over the past few years,
despite the downturn elsewhere, has increased the competition for some
qualified staff, particularly at the executive level unless top salaries are paid or
housing assistance is provided.
d. Develop more applicants
Menlo Park supports this suggestion and is currently implementing
programming in this area where candidate pools are low, for example, Police.
e. Join with other cities to create central training
Menlo Park supports this idea and is currently collaborating with San Mateo
County, Palo Alto and other jurisdictions to pursue strategies in this area. We
participate with the Liebert and Cassidy consortium, the Menlo Park Fire
District on emergency preparedness training and the South Bay Cities Insurance
JPA on safety and other training topics.
4. Reduce the need for staff
a. Expand use of technology
Menlo Park supports this suggestion and currently engages in expanding
efficiencies whenever possible. A fine example of where efficiencies have
benefited the City is in public safety with the use of in-vehicle computers
allowing officers to write their own reports and reducing the need for Police
Records Officers and clerical staff. The implementation of on-line registration
for recreation programs is another example. We have found that efficiencies
resulting in increased automation are often offset by a thirst for more detailed
statistical information and analysis by staff, residents and Council, requiring the
replacement of staff who previously recorded information with staff who can
analyze and interpret information (generally a more highly skilled activity).
b. Explore contracting out
The City of Menlo Park continues to explore a wide variety of service
approaches. We currently contract for janitorial, plan check, inspection, water
meter reading and billing services, aquatics and pool management, tree
trimming, legal services, some recreation services, street sweeping and more.
We continue to investigate other opportunities for contracting services at all
levels where it is considered appropriate, cost effective and service focused.
c. Create partnerships
The City of Menlo Park currently has a contract with San Carlos to provide
dispatch services; we participate in a solid waste collection and recycling
cooperative contract, a cable franchise JPA, a fire service district, membership
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in an insurance JPA and an authority to manage issues related to San
Francisquito Creek, the Ravenswood School District, the local Boys and Girls
Club and more. Menlo Park continues to look for opportunities to achieve
saving through other partnerships.
5. Increase public involvement
a. Convene a public session in 2009 devoted to this issue – the session should
result in a Wage, benefit and City-staffing action plan
Menlo Park has a long history of community outreach, engagement and
information sharing related to staffing levels, service mix, budget development
and contract amendments (which must be adopted by ordinance and presented
at two separate Council meetings – with detailed financial impacts disclosed).
The city’s Finance and Audit Committee, which includes both elected and
citizen members, is devoted to supporting community information exchange on
all financial matters, and community members continue to have regular
opportunities for input on financial decisions. Menlo Park plans to continue
this proactive approach as we begin negotiations with our two miscellaneous
bargaining units in the next month.
b. Create a citizen “Wage, benefit and city staffing task force” with members
drawn by lottery
Menlo Park does not intend to implement this recommendation. In Menlo Park,
the City Council is the ultimate citizen’s committee and considers the task of
responsibly managing the City’s costs and service mix to be one of their
primary responsibilities. Council members are elected every four years. They,
more than any other body, must weigh the priorities and make the hard
decisions about compensation questions that electors can then hold them
directly accountable for. Ultimately, duly elected Council members would be
responsible for these decisions no matter how much is delegated to a nonelected and not directly accountable citizen group. Additionally, current
economic conditions and staff cuts do not provide for adequate staff capacity to
support the information and analysis needs a citizen committee of this type
would require, especially given the depth of community engagement currently
underway in the community dealing with issues of a great interest to many
residents, such as new development, long term community planning and
neighborhood traffic concerns.
c. Hold public hearings before initiating negotiations.
Menlo Park would consider conducting a public meetings prior to upcoming
negotiations where general community input would be encouraged, although
there currently exist multiple opportunities for public comment on any topic of
interest to community members. More information regarding the impact of
formalizing public review and input on the City’s ability to meet legal
constraints requiring good faith bargaining before any changes would be made.
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California law requires two public hearings prior to adoption of any change in
existing compensation plans or contracts and Menlo Park has, and always will,
abide by these existing requirements.
6. Involving Taxpayers
a. Ballot measure to place a two-tier system before voters.
Menlo Park does not support this recommendation. Ideally, public questions
help people understand that policy dilemmas involve tensions between values,
or how to do one good thing without jeopardizing another good thing, for
example: How do we control public employee costs while maintaining a
quality workforce and quality services? These questions do not lend
themselves to all-or-nothing / yes-no responses. There are usually more ways to
satisfy interests and to bridge conflicting positions than the all or nothing
polarities of a ballot measure, and this is why we elect Council members to
represent us in doing the difficult public work required in these more complex
choices. Menlo Park Council members, although responsible for a myriad of
complex, intricate and difficult public decisions, place this one among the most
important. We are committed to studying all available information, to
analyzing the data that creates a complete understanding of the problem from
the perspectives of all interested stakeholders and only then to weighing the
costs and benefits of a variety of diverse solutions before choosing that which
best meets the needs of the Menlo Park community.

Ideal solutions would consider the people choosing public work
Menlo Park feels that the Grand Jury report does not differentiate public sector employees
from unions. The vast majority of public sector employees are honest, hard working, and
committed. They have chosen public service because they want to do a good job for the
community. Ideal solutions to the extremely complex issues reviewed in the Grand Jury
report would honor the tenets of public service and recognize the challenges inherent in
continuing to attract a highly qualified, dedicated municipal workforce to the Bay area,
with its high cost of living. Menlo Park has traditionally provided public services at the
highest levels and the employees of this city are a key component to the excellent services
provided day in and day out to this highly regarded community.

Mayor RosanneS. Foust
Vice Mayor Diane Howard
CouncilMembers
Alicia C. Aguirre
lan Bain
Jim Hartnett
Jeff lra
BarbaraPierce
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Hon. GeorgeA. Miram
Judgeof the Superior Court
Hall of Justice
400 County Center,2ndFloor
Redwood City, CA 94063-t655
HonorableGeorgeA. Miram:
On behalf of the City Council of RedwoodCity I am pleasedto submit RedwoodCity's
responseto the Grand Jury's report "Reversingthe upward trajectoryof employeecosts
in the Cities of SanMateo County."
First, on behalf of the entire City Council I applaudthe grandjury for examining what
hasbecomea very significantissuefor Cities in the County. The grandjury's analysisof
the situation and recommendationsincluded in the report are outstandingand we
appreciatethe quality of the overall report. The recommendations also supports our
City's goal of having our structural budget deJicit balanced within two years.
I would also like to take this opportunity to highlight various initiatives that have been
underway here in Redwood City that are consistentwith some of the recommendationsin
the report. First, employeesin the City's five bargaining units and the executive team
agreedto a salary freeze in the current fiscal year. Although some of the units had fixed
increasesscheduledin their labor contracts,they waived those increasesin the current
fiscal year due to the City's financial situation. Additionally, the City has been managing
vacanciesby redistributing work or examining new ways to deliver servicesto save
money. This includes contracting out the City's electrical shop to automating some of our
internal processessuch as personnelchangesand applicant tracking. The City has been
forced to eliminate fourteen vacant positions and eleven filled positions this fiscal year so
processre-engineeringwill continue.
In addition to theseadvancements,the City Council has led a pioneering effort by
developing and adopting a strategicplan. Similar to what is developedby corporate
America, the strategicplan is designedto align financial and human resourcesaround
Council's strategicinitiatives. Those initiatives have clear objectivesto be carried out by
staff. One of those initiatives includes long-term planning which includes the objective of
creating wage and benefit plans that attractand retain a competentworkforce while being
fiscally responsibleto the taxpayer. Council has begun to discussour long-term
philosophy as it relatesto compensationand we have directed staff to continue to work

with our labor groups to explore various programs and options as they relate to pay and
benefits. Currently, staff is holding quarterly meetingswith labor to updatethem on these
issuesand explore cost saving options.
The City Council would also like to highlight the fact that the City is very entrepreneurial
as it relatesto contracting out or sharing services.Currently, our information technology
division providestheir servicesand expertiseto fifteen other agenciesin the region. We
also provide fleet maintenanceservicesto other organizations.In partnershipwith the
County, the City has been leading the developmentof a county-wide training consortium
to reduce costs as it relatesto employeetraining. There is also a committee of executives
evaluating the organizational structureand businessprocessesused in the City. They will
be making recommendationson thesetopics to the City Manager.
All ofthe above items are currently underway. We plan to institute any program or
organizational changesas soon as practical, and in a mannerthat will ensurelong-term
sustainabilityof our economicand fiscal base.As previouslystated,we have a goal of
balancing our structural budget deficit within two years,so time is obviously critical.
The City Council also fully concurswith the regional responseto the grandjury report
that was developedby the City Manager's associationwithin the County. To show this
support, that responseaccompaniesRedwood City's reply to the report. The City
Council and City Manager are committed to approachingthis issue from a regional
perspectiveand will continue to work with other San Mateo County agenciesto develop
long-term solutions as they relate to personnelcosts.
Again, the City Council thanks the grandjury for their time and attention they gave to
such a significant issue.We are pleasedthis conversationhas been elevatedand we have
the opportunity to respondto your report.
Sincerely

Jeff Ira
Committee
Council Member& Chair,Personnel
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July 14, 2009

Honorable George A. Miram
Judge of the Superior Court
Hall of Justice
400 County Center; 2nd floor
Redwood City, CA 94063-1655
Dear Judge Miram:
I am writing to you on behalf of the San Carlos City Council. This will serve as the City of San Carlos’
formal response to the June 4, 2009 letter from the Superior Court communicating comments made by the
Civil Grand Jury about “Employee Costs in the Cities of San Mateo County.” The City Council has
reviewed this letter and has authorized that it be sent at their meeting on July 13, 2009.
In the report from the Civil Grand Jury on Employee Costs, they note that costs are increasing in cities
throughout the County. At the same time, revenues have been slowing since 2000 when the dot-com crash
occurred. This mirrors the situation in San Carlos where the City has experienced a structural deficit in the
General Fund budget which funds Police, Fire, Parks and Recreation and most of our day to day services.
The result of this fiscal challenge has been 10 years in a row of service and budget cuts in San Carlos.
As the Civil Grand Jury report notes, San Carlos is a leader in the area of reducing employee costs and has
implemented many of the items that appear in the Civil Grand Jury’s report. San Carlos has gone even
further and implemented some items that are not listed in this report. The City Council is also committed
to continuing to review ways to reduce employee costs in the future as we work to ensure that the public
gets the maximum value for their tax dollar.

Honorable George A. Miram
July 14, 2009
Page 2

In light of today’s economy, we believe that many other cities will soon be faced with implementing these
steps as well. With that in mind, I am happy to comment in detail on the recommendations of the report
and share with you what San Carlos has done. I trust you will find our comments helpful and enlightening.
Sincerely,
/S/ ROBERT GRASSILLI
Robert Grassilli
Mayor
c:

City Council
City Manager

Attachment: City of San Carlos Comments – Civil Grand Jury Report on Employee Costs

AGENDA CATEGORY:
BUSINESS SESSION:

CITY OF SAN CARLOS

CONSENT CALENDAR:
PUBLIC HEARING:
STUDY SESSION: _____
______________: _____

COUNCIL/RDA MEETING DATE: July 13, 2009
ITEM TITLE: Authorize Mayor Grassilli to Send Letter On Behalf of City Council Providing Comments

on the Civil Grand Jury Report on Employee Costs in the Cities of San Mateo County
Recommendation
It is recommended that the City Council review and authorize Mayor Grassilli to send a letter to the
Presiding Judge of the Superior Court regarding the recent Civil Grand Jury Report on Employee Costs in
the Cities of San Mateo County.
Fiscal Impact
There is no fiscal impact to authorize the Mayor to send the attached letter. The City is and will continue
to experience significant budget savings due to the 11 items cited in the attached report that have been
implemented in employee agreements at the City of San Carlos.
Background
On June 4th, the Presiding Judge of the Superior Court sent a letter to the City of San Carlos that
requested a formal response to the Civil Grand Jury’s report on Employee Costs in the Cities of San
Mateo County. Under state law, the City has 90 days to provide a written response to reports forwarded
to the City by the Presiding Judge. In this case, the City’s comments are due by September 3, 2009.
In the report from the Civil Grand Jury on Employee Costs, they note that costs are increasing in cities
throughout the County. At the same time, revenues have been slowing since 2000 when the dot com
crash occurred. This mirrors the situation in San Carlos where the City has experienced a structural
deficit in the General Fund budget which funds Police, Fire, Parks and Recreation and most of our day to
day services. The result of this fiscal challenge has been 10 years in a row of service and budget cuts in
San Carlos.
As the Civil Grand Jury report notes, San Carlos is a leader in the area of reducing employee costs and
has implemented many of the items that appear in the Civil Grand Jury’s report. San Carlos has gone
even further and implemented some items that are not listed in this report.
Attached you will find a draft letter to the Presiding Judge from Mayor Grassilli. The second attachment
is a detailed response to the suggestions contained in the Civil Grand Jury report on Employee Costs. It
also includes a table developed by the Grand Jury on employee staffing by City (San Carlos ranks # 15 of
the 20 cities), a grid that shows 11 highlighted salary and benefit areas and which employee units in San
Carlos they apply to (all 11 apply to the Management, Police Management and Confidential employees)
and information on the City’s award-winning automated receptionist named Carly.
Staff recommends that Council review the Mayor’s draft letter and the detailed response to the Civil
Grand Jury report, discuss and adopt any changes to these documents and then authorize the Mayor to
sign and send this material to the Presiding Judge of the Superior Court.

_____
_____
_____

Authorize Mayor Letter to Presiding Judge – Employee Costs Report
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Alternatives
1. It is recommended that the City Council review and authorize Mayor Grassilli to send a letter to
the Presiding Judge of the Superior Court regarding the recent Civil Grand Jury Report on
Employee Costs in the Cities of San Mateo County.
2. Provide the Staff with alternative direction.

Respectfully submitted,

Brian Moura, Assistant City Manager
Approved for submission by:

Mark Weiss, City Manager

Attachments
1. Draft – Letter from Mayor Grassilli to Presiding Judge of the Superior Court regarding the recent
Civil Grand Jury Report on Employee Costs in the Cities of San Mateo County
2. Draft – City of San Carlos Comments – Civil Grand Jury Report on Employee Costs
3. Civil Grand Jury Report on Employee Costs (June 4, 2009)

DRAFT
July 14, 2009
Honorable George A. Miram
Judge of the Superior Court
Hall of Justice
400 County Center; 2nd floor
Redwood City, CA 94063-1655
Dear Judge Miram,
I am writing to you on behalf of the San Carlos City Council. This will serve as the City of San
Carlos’ formal response to the June 4, 2009 letter from the Superior Court communicating
comments made by the Civil Grand Jury about “Employee Costs in the Cities of San Mateo
County.” The City Council has reviewed this letter and has authorized that it be sent at their
meeting on July 13, 2009.
In the report from the Civil Grand Jury on Employee Costs, they note that costs are increasing in
cities throughout the County. At the same time, revenues have been slowing since 2000 when
the dot com crash occurred. This mirrors the situation in San Carlos where the City has
experienced a structural deficit in the General Fund budget which funds Police, Fire, Parks and
Recreation and most of our day to day services. The result of this fiscal challenge has been 10
years in a row of service and budget cuts in San Carlos.
As the Civil Grand Jury report notes, San Carlos is a leader in the area of reducing employee
costs and has implemented many of the items that appear in the Civil Grand Jury’s report. San
Carlos has gone even further and implemented some items that are not listed in this report. In
light of today’s economy, we believe that many other cities will soon be faced with
implementing these steps as well. With that in mind, I am happy to comment in detail on the
recommendations of the report and share with you what San Carlos has done. I trust you will
find our comments helpful and enlightening.
Sincerely Yours,

Bob Grassilli
Mayor
cc:

City Council
City Manager

Attachment
• City of San Carlos Comments – Civil Grand Jury Report on Employee Costs

Draft
City of San Carlos Comments
Civil Grand Jury Report on Employee Costs
July 13, 2009
1. Create a two-tier retirement pension system for newly hired employees
A two-tier retirement system has been implemented at the City of San Carlos for all newly hired
employees. This includes employees in the Management, Confidential, Police Management,
Police, Mid Management, Maintenance and Clerical Units.
It is also worth noting that even though San Carlos has Fire Department services through a
separate Joint Powers Authority (Belmont-San Carlos Fire Department or BSCFD), the retirement
benefits at that agency have also been moved to a two-tier retirement system.
The results of this change are usually experienced over time as employees leave the agency for
new job opportunities or retirement and newly hired employees take their place and enter the
agency at a lower retirement benefit level and a lower retirement cost to the agency. As the Civil
Grand Jury report notes, the difference in such rates is most profound among Police and Fire
employees where the CalPERS contribution level for the agency is 17.63% for newly hired staff
vs. 38.19% for legacy Police employees and 52.24% for legacy Fire employees. In San Carlos,
despite the downturn in the economy, we already have 25% of our sworn Police employees on the
new, lower tier of retirement benefits – resulting in a significant per employee savings.
2. Create a two-tier retirement health care system for newly hired employees
A two-tier retiree health care system has been implemented at the City of San Carlos for newly
hired in the Mid Management, Maintenance and Clerical Units. As noted in the Civil Grand
Jury’s report, San Carlos employees hired in these 3 units on or after January 1, 2009 will now
receive a contribution of $350 per month towards their retiree medical insurance. Employees in
these 3 units hired before that date will receive a contribution of $610 per month towards their
retiree medical insurance. Both amounts are reductions from the City’s prior retiree medical
insurance program.
A more significant cut has been implemented in the Management and Confidential units. In these
2 groups, employees hired on or after January 1, 2009 will not get any contribution towards their
retiree medical insurance. Employees in these units hired before that date will receive a
contribution of $610 per month towards their retiree medical insurance. Again, both changes are
reductions from the City’s prior retiree medical insurance program for these employees.
The two-tier retiree health plan has not been implemented in the Police Officers Association
agreement. This labor agreement is still under negotiation. This reduction in benefits for newly
hired employees is also not part of the Firefighters Association agreement with the BSCFD which
still has a couple of years before its renewal. This change in benefits is something that these
groups and the City Council (Police Officers Association) or the BSCFD Fire Board (Firefighters
Association) could discuss in the future.
3. Renegotiate contracts with the unions to modify benefits for existing employees
and create a two-tier system for new employees.
Frozen salaries - Employees in the Management, Confidential, Police Management, Mid
Management, Maintenance and Clerical Units have experienced 2 years of frozen salaries (no
annual cost of living increase). Employees at the BSCFD have experienced 3 years of frozen
salaries (no annual cost of living increase).
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No Equity adjustments - Recent agreements with employees in the Management, Confidential,
Police Management, Mid Management, Maintenance and Clerical Units do not include “equity
adjustments” which are designed to keep San Carlos employees at a competitive pay level with
neighboring cities. While this saves money in the short term, the lack of these adjustments has
placed San Carlos salaries in these employee groups at a level that is 5% to 10% below the level
in comparable cities.
Furloughs - One week of mandatory furloughs apply to all City of San Carlos employees each
holiday season. This program has been in effect for the past 5 years in San Carlos.
No Automatic Salary Increases - The Civil Grand Jury report suggests extending “the length of
time between automatic salary increases”. San Carlos does not offer “automatic salary increases”
to any employee group. Instead, employee salary increases are only granted after successful
completion of the employee’s probation period and a positive performance evaluation.
No Conversion of Sick Leave to Cash - The Civil Grand Jury report talks about eliminating the
practice of converting accumulated sick leave to cash. San Carlos has never offered that benefit
to its employees. Instead, the City has opted to offer a conversion of unused sick leave to
retirement service credit upon retirement from the City. This is a more limited benefit that is only
available to employees who work at the City of San Carlos at their time of retirement. It also
costs the City considerably less than the conversion of accumulated sick leave to cash that is
described in this report.
Vacation Accrual Cap - The report also notes that the City of San Carlos restricts the maximum
amount of vacation days to two years. Any amount of unused vacation time above that ceiling is
cashed out at today’s dollars rather than being allowed to accumulate and being paid out at a
future date at a much higher cost.
Health Insurance Cost Sharing - In the area of increasing employee contributions to current
health insurance plans, that has been negotiated in the most recent employee agreements that
affect the Management, Confidential, Police Management, Mid Management, Maintenance and
Clerical Units. It is not a “two-tier” system as the Civil Grand Jury describes. Instead, it affects
all employees in these units – current and newly hired.
Pay for Performance Plan Eliminated - These new agreements have also eliminated the City’s
Pay for Performance bonus plan in the Management, Confidential and Police Officers units. This
plan provided for a one-time payment of 1% to 2% in the Confidential and Police Officers units
and 2% to 4% in the Management unit for employees receiving high scores on their annual
performance reviews and represents a cut in pay for high performing employees in these units.
(The program remains in effect for the other represented employee groups).
Vacation Time & Personal Days - The report also suggests reducing “vacation time” and the
number of “personal days”. A review of Table 7 in the Civil Grand Jury report shows that San
Carlos is towards the lower end of the spectrum in terms of vacation days (12) compared to other
cities (up to 15 and 16 days in 5 agencies). As to floating or personal days, San Carlos has
granted fewer holidays off (10) than most agencies in exchange for more flexibility in when the
employee can take this time off. This approach also benefits the public since San Carlos City
Hall is open more days during the year than agencies with more set holidays.
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As with other benefits and terms of employment, a change that would provide more set holidays
and fewer floating days could be negotiated between the employee groups and the City Council
when these salary and benefit agreements open in the future.
4. Revise hiring practices, broaden salary comparisons with comparable jobs,
consider the number of applicants for jobs, develop outreach programs to
schools, create multi-agency training programs with other cities & the County
San Carlos has been very active with the City Human Resources Directors group in San Mateo
County. That group meets monthly and has put on a number of cooperative training programs for
all levels of employees and supervisors over the years. That program continues to this day as
does our participation in it.
Similarly, San Carlos is one of many cities and agencies in San Mateo County and the Employee
Relations Service (ERS) Joint Powers Authority (JPA). That JPA provides comprehensive salary
and benefit data to cities like San Carlos for use in labor negotiations, eliminating the need for
creating this information in house.
In the past, ERS has analyzed comparable jobs in the public and private sectors for some of its
client agencies. These reviews have shown some job classifications/groups have higher salaries
in the private sector, some have higher salaries in the public sector and others (like Police and
Fire positions) do not have comparable positions in the private sector.
Like all salary and benefit discussions, agreeing to a change in this area would be subject to the
“meet and confer” process and laws. Changing the basis for analyzing and setting salaries would
also have the potential to significantly increase some salaries and decrease other salaries. This is
something that could be considered in the future when employee agreements are open for
renewal. (At this time, only the Police Officers Unit MOU covering salaries and benefits is open
and under negotiation in San Carlos.)
5. Reduce the need for staff by expanding the use of technology, streamlining
services, contracting out functions, creating partnerships with other agencies
San Carlos has explored and implemented all of the suggestions in this item. It helps explain how
the City of San Carlos can provide the full range of City services while reducing the number of
full time employees from 125 in 2001 to 111 this year. This is one of the lowest staffing levels
among cities in the County according to the study of full time staffing among cities in San Mateo
County that was prepared by the Civil Grand Jury (see Attachment 2).
In the area of technology, the City has a highly automated Council and Commission agenda
system and web site (including the popular ePackets.net web site) rather than a more traditional
system. The City has also replaced the City Hall receptionist with an automated receptionist
named “Carly” (see Attachment 3). Both of these technology efforts have won local and national
awards for their creativity and budget saving results. San Carlos also participates in the “Cal
Opps” web based Job Openings system with other cities, was the first City in the County to web
enable the permit process and offers recreation registration via the web (over 65% of recreation
sign-ups now occur on the City’s RecConnect.net web site).
San Carlos uses a mix of services “contracted out” to the private sector and other agencies as well
as “contracting in” other services when they prove to be more cost effective in house. Examples
of services contracted out that were once done in house include Street Sweeping, GIS mapping,
Custodial and City Attorney services.
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On the other hand, some positions in the Planning and Public Works departments are now filled
with City Staff vs. the private sector to take advantage of cost savings and service improvements.
Along the same lines, partnerships with other agencies help San Carlos save money on Police
Dispatch while providing revenue for the service to Menlo Park – a true win/win outcome.
6. Increase public involvement and make MOUs with employee unions public
Memorandums of Understanding (MOUs) with employee unions and Salary and Benefit
Resolutions with unrepresented employees are always made public in San Carlos. The full MOU
or Salary and Benefit Resolution for each group is included in the City Council Packet at the
meeting that the agreement is approved. There is a full Council Staff Report that is also included
with each of these documents. All of this information is available to the public via the City’s
ePackets.Net web site. In addition, the City’s practice is to publicly announce and discuss the
details of newly negotiated MOUs and agreed upon Salary and Benefit Resolutions at a public
City Council meeting.
7. If City Council does not create two-tier retirement pension and health system for
new hires, the Council should place ballot measures for two-tier systems on the
ballot for voters to consider
As noted earlier, the San Carlos City Council has already implemented two-tier retirement
pension and health systems for new hires in all of its employee units as well as in the employee
units of the Belmont-San Carlos Fire Department so this proposal does not apply in San Carlos.
8. Convene at least one public session in 2009 devoted to controlling employee
costs by reviewing all applicable issues in this report.
The practice in San Carlos is to bring the contents of a Civil Grand Jury report to the City
Council. This includes a review of the Mayor’s proposed response to the report so that it can be
reviewed and adopted by the City Council as the City’s response. In light of the Council interest
in this matter, it will be placed on the new business calendar of the City Council’s July 13, 2009
meeting for discussion, meeting the recommendation for a public session on the topic in 2009.
9. Create a “Citizen Wage, Benefit and City Staffing Task Force” consisting of five to
seven members, drawn by lottery from resident applicants
The City Council has historically viewed the Council’s role in the process to review and approve
the Annual City Budget and the negotiation and setting of Employee Salary and Benefits as
among the most important duties that they are elected to perform. In the past year, the City
Council, working with the City employees and their representatives, have taken bold steps to
significantly reduce the City’s current and future salary and benefit costs as demonstrated in both
the recently issued Civil Grand Jury Report and in the steps outlined in this detailed response to
that document. While further actions in this area are always possible, and can be discussed at the
Council’s upcoming Strategic Plan Workshop in August, the material presented in this report
clearly demonstrates that creation of a task force to perform the duties of the elected City Council
is not warranted.
10. Methods Cities Use to Cover Pension and OPEB Debt
The Civil Grand Jury report indicates that San Carlos has issued Retirement Obligation Bonds to
meet its pension and Other Post Employment Benefit (OPEB) costs. This is incorrect. San
Carlos has set aside funds in its General Fund budget to address future OPEB costs for its
employees and the fire department employees at the BSCFD. At this time, these funds fully
cover the OPEB costs at the BSCFD and partially cover the OPEB costs of employees that work
for the City.
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Attachment 1
Comparison of Highlighted Salary & Benefits
by Employee Unit in San Carlos
Num Benefit
1 Retirement Pension
– Two Tier – New
Hires
2

3

4
5
6
7

8
9
10

11

Police
Mgmt Police

Mid
Mgmt Maint Clerical

Mgmt

Confid

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Retiree Health Ins
Reduction – New
Hires

Yes

Yes

Yes

No

Yes

Yes

Yes

Retiree Health Ins
Elimination – New
Hires

Yes

Yes

Yes

No

No

No

No

Wage Freeze – no
increase for 2 years

Yes

Yes

Yes

No

Yes

Yes

Yes

Equity Adjustments
– not awarded

Yes

Yes

Yes

No

Yes

Yes

Yes

Furlough - 1 week at
years end – 5 years

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Vacation Cap – at 2
yrs amount, paid out
in today’s dollars

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Sick Leave Convert
vs. Cash Out

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Increased contrib for
health insurance

Yes

Yes

Yes

No

Yes

Yes

Yes

Eliminate Pay for
Performance Plan for
Excellent Employees

Yes

Yes

Yes

Yes

No

No

No

No automatic salary
increases

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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Attachment 2
Civil Grand Jury Study of Full Time Staffing
in San Mateo County Cities

Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

City
San Mateo
Daly City
Redwood City
South San Francisco
Burlingame
San Bruno
Menlo Park
Foster City
Pacifica
Millbrae
Belmont
Brisbane
East Palo Alto
Hillsborough
San Carlos
Half Moon Bay
Atherton
Colma
Woodside
Portola Valley

Population
92,482
106,361
75,400
60,552
28,185
41,750
30,785
28,803
39,616
21,387
26,078
3,694
31,500
10,825
27,718
13,046
7,194
1,197
5,352
4,500
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Full Time
Equivalent
Employees
580
562
546
495
258
253
244
213
199
136
135
117
117
115
111
52
51
45
21
14

Includes
Police
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
no
no

Includes
Fire
yes
yes
yes
yes
yes
yes
no
yes
yes
yes
no
yes
no
no
no
no
no
no
no
no

Attachment 3

City Manager
News Release

City of San Carlos
City Manager's Office
City Hall
600 Elm Street
Phone: (650) 802-4210
Fax: (650) 595-6729

5/22/2009
FOR IMMEDIATE RELEASE

PRESS RELEASE #05222009

Subject :

San Carlos Wins National Technology Award for Carly: The Virtual Receptionist
Public Technology Institute Gives Award to City for Innovative Budget Cutting Idea

Contact :

Brian Moura, Assistant City Manager, City Manager Department (650) 802-4210
bmoura@cityofsancarlos.org
Alan Shark, Executive Director, Public Technology Institute (PTI) (202) 626-2445
shark@pti.org

The City of San Carlos announced today that it has received the National 2009 Technology Achievement
Award in the Web Services – Small Jurisdiction category (under 100,000 population) from the Public
Technology Institute (PTI) based in Washington, D.C. for the City's Innovative City Hall Virtual Receptionist
named "Carly". The award was given after a panel of independent judges reviewed award nominations
submitted by cities and counties throughout the United States.
The City of San Carlos has been facing a chronic budget shortfall in its General Fund budget. This has led
to the City Council cutting City programs and services and closing City facilities for each of the past 10
years. Last year, these budget cuts required the City to eliminate the Receptionist at City Hall.
To address the elimination of this position, the City’s Senior Systems Analyst Jasmine Frost was asked to
develop a kiosk at the reception area to provide information to the public. Jasmine ran with the project and
developed a centralized information station for the public.
Using a touch screen monitor and a low cost software avatar ($20 per month), Jasmine created an
interactive Virtual Receptionist to guide residents through the information. The Virtual Receptionist was
named “Carly” by City Manager Mark Weiss.
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Carly appears in the center of a monopoly-board screen that offers a menu of city departments and
services. The Virtual Receptionist is designed to greet visitors and provide much of the assistance a human
used to offer.
Residents can access the kiosk via the touch screen monitor, by tapping on the icons that surround her,
gaining access to valuable information including department phone numbers and directions to the many city
hall offices. In addition, when you click on Carly she begins talking and explaining what services are on the
first floor and the second floor, and what services the city provides.
The virtual receptionist is poised to save San Carlos $90,000 per year. Carly’s deployment comes at a time
when the city continues to trim costs from its budget each year. The city isn’t suggesting an avatar can
replace a real live receptionist, and city officials hope to have the funds to return to a live receptionist to the
front desk some day. But in the meantime, Carly is filling in.
San Carlos has always been committed to excellent customer service, and we are using technology help us
maintain that goal. Our visitors have had a positive reaction to our speaking avatar, and many have told us
they’ve found the information to be quite helpful. They have grown to appreciate engaging with Carly to
obtain the valuable information necessary to reach the city’s various departments and representatives.
San Carlos has always been a leader when it comes to implementing new innovative technology practices,
and many cities look to us as an example of how they, too, can use technology to effectively achieve their
goals. Our visitors appear to really enjoy interacting with Carly, and we plan to continue adding additional
features to make Carly the best she can be.
San Carlos has received inquiries from cities and counties around the country on how the Virtual
Receptionist works and how it might be a way for them to reduce costs as well.
Public Technology Institute (PTI) Executive Director Alan Shark said “Our members continue to push the
boundaries of innovation despite the economic environment. The Annual Technology Solution Awards
competition rewards those PTI member local governments that can demonstrate how they apply technology
to improve service delivery, reduce operating costs or create new revenue opportunities. The awardees and
entrants will receive recognition from PTI, but the real beneficiaries are our city and county citizens."
About Public Technology Institute (PTI)
Public Technology Institute (PTI) is a national member supported organization based in Washington, DC. As
the only technology organization created by and for cities and counties, PTI works with a core network of
leading local government officials.
PTI and its member agencies identify opportunities for technology research, share best practices, offer
consultancies and pilot demonstrations, promote technology development initiatives, and develop enhanced
educational programming. Officials from PTI member governments participate in councils and forums that
address specific technology areas.
Through its corporate partner program with leading technology companies, and partnerships with federal
agencies and other governmental organizations, PTI shares the results of these activities and the expertise
of its members with the broader audience of the thousands of cities and counties across the U.S. More
information on PTI is available on their web site at http://www.pti.org
###
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