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Agenda Item 12
MEETING DATE: September 20, 2023

SUBJECT: Sick Leave Conversion Policy

Deliberation Receive
SUBMITTED FOR: ___ Consent X __and Action ____and File
RECOMMENDATION

Re-affirm Sick Leave Conversion Policy.
PURPOSE

This item supports Strategic Management Plan goals regarding transparency, efficiency and
compliance with laws and regulations.

DISCUSSION

In 2020, the Board adopted its Sick Leave Conversion Policy, seeking to clearly define
accumulated sick leave at the time of retirement in accordance with California Government Code
Section 31641.01. Pursuantto SCERS’ practice of reviewing and refreshing policies every three
years, Staff has re-evaluated the policy to consider whether any amendments are necessary
due to legal changes or practical experience. Staff has concluded that no changes are
necessary.

ATTACHMENTS

e Board Order
e Sick Leave Conversion Policy

Prepared by: Reviewed by:

Keith Riddle Eric Stern
Chief Benefits Officer Chief Executive Officer
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Before the Board of Retirement
September 20, 2023

AGENDA ITEM:

Sick Leave Conversion Policy

THE BOARD OF RETIREMENT hereby approves Staff's recommendation
to re-affirm Sick Leave Conversion Policy.

| HEREBY CERTIFY that the above order was passed and adopted on
September 20, 2023 by the following vote of the Board of Retirement, to wit:

AYES:
NOES:
ABSENT:
ABSTAIN:

ALTERNATES:
(Present but not voting)

James Diepenbrock Eric Stern
Board President Chief Executive Officer and
Board Secretary
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PURPOSE

The purpose of this policy is to describe how SCERS calculates a member’s “sick leave
accumulated as of his date of retirement,” which is convertible to service credit pursuant to
Government Code section 31641.01.

POLICY

Government Code section 31641.01 states that “each member shall be credited, at the rate
of one day for each one day earned, with sick leave accumulated as of the date of his
retirement and that sick leave credit shall be in addition to service credit.”

In implementing section 31641.01, SCERS shall interpret the phrase “sick leave
accumulated as of the date of [the member’s] retirement” as follows:

e “Sick leave accumulated as of the date of [the member’s] retirement” shall mean the
amount of the sick leave the member has earned as of the date of his/her retirement,
deemed unused by the employer, as reported by the employer to SCERS.

e However, “sick leave accumulated as of the date of [the member’s] retirement” shall
not be reduced due solely to the fact that the member separated from service prior to
retirement.

e This policy shall be subordinate to and subject to any statute or ordinance that
addresses the conversion of sick leave to service credit for specific persons or under
specific circumstances (e.g., Sacramento County Code section 2.100.100).

SCERS reserves the right to modify this policy in accordance with developments in the law
(including statute, ordinance, or case law) and/or as appropriate to the successful operation
of a public retirement system.

APPLICATION

Under this policy, a member’s “sick leave accumulated as of the date of his retirement” for
the purpose of Section 31641.01 is usually the same as the member’s final unused sick
leave balance as calculated by the employer. However, the two may diverge in situations
where a member separated from service without immediately retiring.

One example is a member who separated from a SCERS employer (never to return) and
who deferred retirement. Currently, most (if not all) SCERS employers would deem that
member’s unused sick leave to be forfeited upon separation. When that member is ready
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to retire, he/she would have, by the employer’s accounting, a final sick leave balance of
zero. In contrast, SCERS would not necessarily consider the member's “sick leave
accumulated as of the date of his retirement” to be zero. Rather, SCERS would look to the
member’s unused sick leave balance at the time of his/her separation.

Another example is a member who separated from a SCERS employer but who was later
reinstated. Upon re-employment, the member’s sick leave balance would, by the employer’s
accounting, begin at zero. And when that member is ready to retire, the final sick leave
balance maintained by the employer would include only the unused sick leave accrued since
re-employment. In contrast, SCERS would include the prior unused sick leave balance in
addition to the unused sick leave earned since re-employment.

BACKGROUND

The California Legislature enacted Government Code section 31641.01 in 1970. The same
year, the Board of Supervisors adopted an ordinance making section 31641.01 applicable
to Sacramento County. However, neither the Legislature nor the Board of Supervisors
defined the key phrase “sick leave accumulated as of the date of [the member’s] retirement.”
This policy clarifies and memorializes SCERS’ interpretation of that phrase.

The interpretation contained in this policy is identical to, and derived from, SCERS’
longstanding practices in administering section 31641.01. As such, this interpretation has
three advantages. First, it is indisputably practicable and workable, as evidenced by the
longevity of SCERS’ historical approach. Second, this interpretation has the support of
participating employers, who have long known about SCERS’ practice and who have borne
its costs without objection for decades. Third, this interpretation appears compatible with
the general intent of the Legislature and the Board of Supervisors.

Notwithstanding the foregoing, there is no evidence that either the Legislature or the Board
of Supervisors intended to withhold from SCERS the discretion to evolve its administrative
interpretation of section 31641.01 to meet changing circumstances. Therefore, SCERS
reserves the right to modify this policy as appropriate to meet developments in the law and/or
the successful operation of a public retirement system.

RESPONSIBILITIES
Executive Owner: Chief Benefits Officer

POLICY HISTORY

Date Description
9-20-2023 Board re-affirmed policy with no amendments
10-21-2020 Board adopted policy
8-19-2020 Board approved Discussion Draft 2 for comment
4-15-2020 Board approved Discussion Draft for comment
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