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The Latest Wrinkle

Sacramento County Employees’ Retirement System

PUBLIC EMPLOYEE BENEFITS IN THE HOT SEAT

The following article sum-
marizes efforts over the
past year to modify public
employee retirement
benefits. Additional infor-
mation about the issues
in this debate will be pro-
vided in subsequent arti-
cles and/or can be found
on SCERS website -

www.scers.org.

Public employee retire-
ment benefits used to be
a quiet little aspect of gov-
ernment that did not gen-
erate much attention.
Few people outside of the
participants in public em-
ployee retirement sys-
tems knew much about
how they operated. And if
you really wanted to end a

conversation, all you had
to do was to start talking
about actuarial valua-
tions.

How things have changed!

Now, a week rarely goes
by without a newspaper
article that takes issue
with some aspect of pub-
lic employee benefits.
And terms like ‘Chief’s
Disease,” ‘double dip-
ping,’ and ‘unfunded li-
ability’ have become part
of everyday speech.

While it seems like all this
change took place in the
past year, in truth, the
seeds were planted over
the last ten years.

It began with the boom-
ing stock market of
the second half of the
90’s, which resulted in
a dramatic increase in
the assets of public em-
ployee retirement sys-
tems. The steady stream
of double-digit invest-
ment returns and the rise

(Continued on Page 3)

WE'RE BACK!

After a longer-than-
anticipated hiatus, The
Latest Wrinkle is back,
with a new look and more
feature articles than in the
past. We hope you find
this publication helpful
and informative.

Going forward, The Latest
Wrinkle will come out
twice annually, with one
issue published in the
Spring and one in the
Fall. For ‘real time’ news

regarding SCERS and
your retirement benefits,
we encourage you to visit
SCERS’ website at

WWW.SCErs.org.

The information available
on the website has been
expanded and in the fu-
ture the website will play
an ever greater role in
providing SCERS mem-
bers with information
and services regarding

matters  of
interest  to
you. Please
check it out
to stay cur- %
rent on de-
velopments.

As  always,

however, if you have any
questions, please know
that the friendly staff at
SCERS will be glad to

help.

L]
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A MESSAGE FROM SCERS CEO

Greetings!

For those of you who |
have not had a chance to
meet, | wanted to take a
moment to introduce my-
self. My name is Richard
Stensrud, and it has been
my privilege to serve as
Chief Executive Officer of
SCERS since John Des-
camp retired a little more
than a year ago. As many
of you know, John worked
for SCERS for more than
twenty-six years, under-
taking his duties with un-
common passion, dedica-
tion and integrity. John
tirelessly strived to make
SCERS the best retire-
ment system it could be,
and | am honored and
excited to have the oppor-
tunity to build upon the
excellent foundation he

laid.

In taking on this chal-
lenge, | will be drawing
upon more than twenty
years of experience man-
aging public funds and
administering public em-
ployee benefits.  Fortu-
nately, | will also be get-
ting help from the great
staff at SCERS. And last,
but by no means least,
the ultimate leadership
and direction of SCERS
will continue to rest with
the outstanding individu-
als who serve on the
SCERS Board of Retire-
ment.

The strength of SCERS
has always been in our
adherence to the high-
est fiduciary stan-
dards. SCERS has been
able to meet such stan-

dards due to the solid
partnership we have with
our members, retirees
and participating employ-
ers, under which all our
stakeholders understand
that the SCERS Board
must manage the retire-
ment system in the best
interests of the system as
a whole. This approach of
removing politics from the
process has enabled the
SCERS Board to make the
sometimes difficult deci-
sions necessary for assur-
ing the sound financial
condition of the retire-
ment system. It has also
allowed SCERS to main-
tain the trust and confi-
dence of, and to serve as
a resource for, all of our
stakeholders. As a result,
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Richard Stensrud, CEO
SCERS stands as an ex-
ample of a public em-
ployee retirement system
that is working the way it
should.

I will do my utmost to
maintain  these stan-
dards. And we will con-
stantly look for ways to do
a better job of serving
you, our customers.

It is great to be a part of
YOUR retirement system!

RETIREMENT PLANNING SEMINARS ARE BACK!

Beginning in June 2006,
SCERS will kick-off new
retirement planning semi-
nars for active SCERS
members. The first two
seminars will be geared
toward SCERS members
who are planning to retire
within  the next ten
years. |In the Fall, SCERS
will begin offering semi-
nars for members who
are more than ten years

from retirement. The sub-
jects covered in both the
‘late’ career program and
the ‘early to mid’ career
program will be similar,
but each program will put
a different emphasis on
the particular  issues
based on where the mem-
ber is relative to retire-
ment. Among the sub-
jects addressed will be
SCERS benefits; legal af-
fairs; deferred compensa-
tion and investment plan-
ning; Social Security; and
post-employment health
care benefits.

The first two seminars will
be offered at the following
dates and locations:

¢ Wed,, June 14, 2006
8:00 a.m. to 4:00 p.m.
Cooperative Extension
4145 Branch Center Rd.
Sacramento (East)

¢ Wed,, June 21, 2006
8:00 a.m. to 4:00 p.m.
Sheriff's Comm. Center
7000 65t Street.
Sacramento (South)

Registration forms can be
obtained on the SCERS
website at www.scers.org
or by contacting SCERS’
offices. Space is limited
and registration will be on
a first-come, first-served
basis. If the demand is
high, SCERS will try to
schedule another seminar
in late June or early July,
but either way, SCERS
plans to conduct addi-
tional ‘late’ career semi-
nars starting in late Au-
gust.
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PUBLIC EMPLOYEE BENEFITS IN THE HOT SEAT

(Continued from Cover

Page)

in the actuarial funding
status of public retire-
ment systems prompted
an increase in retirement
benefit formulas and low
retirement costs for the
governments that spon-
sored those systems, in-
cluding, in some cases,
‘contribution holidays.” It
also caused many people
to think that these
‘excess’ investment earn-
ings were permanent.

The error of such thinking
was brought home by the
extended downturn in the
investment markets start-
ing in 2000. Not only
were retirement systems
falling short of their tar-
get investment earnings
rates, but many systems
experienced negative re-
turns, and any surplus
funding left from the pre-
ceding few years was

quickly drained in an ef-
fort to make up for cur-
rent-year investment
shortfalls. The combina-
tion of poor investment
performance and the
higher cost of the im-
proved retirement bene-
fits caused the actuarial
funding status of systems
to drop, and as a result,
contribution rates in-
creased dramatically.

At the same time, the leg-
islature and the courts
were relaxing the rules for
obtaining disability retire-
ment, and expanding the
types of compensation
counted for retirement
purposes. Meanwhile,
people were retiring ear-
lier, with higher than ex-
pected salaries, and liv-
ing longer in retirement.

All of these factors added
to the cost of retirement
benefits. And not only
had costs rebounded
sharply compared to the

low cost period that pre-
ceded it, but they were
hitting at a time when
governmental revenues
were lower due to a
broad economic slow-
down. As a result, in
some places, covering
the cost of public em-
ployee benefits was put-
ting pressure on the abil-
ity of the government to
maintain current service
levels in other areas.

In short, all the ingredi-
ents were in place for a
demand for reform by
parties who believed the
costs attributable to pub-
lic employee benefits
were too high and must
be scaled back. This kin-
dling was then ignited in
the broader political colli-
sion that took place be-
tween the Democrats and
organized labor on one
side, and Governor
Schwarzenegger, the Re-

IS YOUR BENEFICIARY INFORMATION UP-TO-DATE?

One thing in life you can
depend on is change. Is
your designated benefici-
ary correct? As a mem-
ber of the Sacramento
County Employees’ Re-
tirement System, it is
critical to keep this infor-
mation up-to-date. The
Members Affidavit is the
basis by which SCERS will
distribute your benefits in

the event of your death.
You should keep it current

at all times.

Accordingly, if you need to
update your beneficiary
information, complete
and return a Member’'s
Affidavit. You can obtain
the Member’s Affidavit on
the SCERS website at

www.scers.org; Vvisit the
office at 980 9th Street,

Suite 1800; or phone the
office at (916) 874-9119
to have a form mailed to
you.
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publicans and fiscal con-
servatives on the other
side. Not surprisingly, the
press was more than
happy to pour gasoline on
the fire whenever it could.

What followed was a clas-
sic example of how not to
make sound and sensible
public policy and it can be
summed up in the follow-
ing maxims: ‘For every
complex problem there is
a simple solution which is
almost always wrong;’
‘Don’t confuse me with
the facts;” and ‘The un-
stoppable force meets
the immovable object.’
‘For Every Complex Prob-
lem There is a Simple
Solution Which is Almost
Always Wrong’

As suggested above, a
number of factors con-
tributed to the increas-
ed costs associated with

(Continued on Page 6)

“Overall, it was
not clear when
any savings might
be seen from
switching public
employees to DC
plans.”
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RECIPROCITY REVIEW

Reciprocity — What is It?

Under the SCERS benefit feature
known as “reciprocity”, members
who leave employment with the
County of Sacramento (“County”) or
a participating special district to
take a position with another public
employer often find that they can (1)
maintain their benefits with SCERS,
(2) reduce or eliminate the vesting
period required by their new em-
ployer’'s retirement system, and (3)
simplify financial planning by ensur-
ing that all pension benefits reflect
the same wage at retirement. How-
ever, in order to obtain these bene-
fits, departing SCERS members
must abide by several criteria:

¢ Defer receipt of benefits from
SCERS by leaving member con-
tributions and interest with
SCERS.

¢ Become a member of a recipro-
cal retirement system within
180 days of separating from
service with the County or a par-
ticipating special district.

+ Avoid periods of overlapping ser-
vice between the new employer
and the County or a participating
special district.

¢ Complete the forms required by
SCERS to establish reciprocal
membership with the new retire-
ment system.

¢ Ask the new retirement system
to verify your status as a recipro-
cal member.

In addition to CalPERS, CalSTRS and
other plans subject to the County
Employees Retirement Law of 1937,

SCERS has reciprocity agreements
with a number of retirement sys-
tems sponsored by California mu-
nicipalities and special districts.
For a full listing of these municipali-
ties and special districts, please see
the Retirement Handbook link at

WWW.SCErs.org.
What are the Benefits?

Reciprocity provides for the uniform
recognition of service and retire-
ment applicable wages among two
or more public retirement systems.
By doing so, it allows career public
employees to move from one em-
ployer to another without (1) neces-
sitating a cash-out of benefits from
the current retirement system or (2)
requiring an entirely new vesting
and eligibility period with the next
retirement system.

EXAMPLE

After much deliberation, 48 year-
old Joe Public decides to leave
his position with the County to
accept a new job with Big City. At
the time that he leaves the
County, Joe has three years of
service with SCERS and is not
vested. However, when he starts
with Big City a week later, Joe (a)
becomes a member of CalPERS
and (b) asks his old retirement
office to establish reciprocity with
CalPERS.

After establishing reciprocity, Joe
works for Big City until he
reaches age 55, at which point
he has seven years of service
with CalPERS. While many mem-
bers in his position cannot re-
ceive monthly benefits for several
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more years, Joe’s ten years of
service with CalPERS and SCERS
allow him to retire immediately.
Furthermore, Joe is eligible to
receive monthly benefits from
SCERS, which also recognizes his
CalPERS and SCERS service for
vesting purposes and can
pay him a monthly retirement
benefit reflective of his three
years with SCERS.

Beyond preserving Joe’s ability to
(i) retire from CalPERS at age 55
and (ii) receive monthly benefit
payments from SCERS with only
three years of service, reciprocity
enables both retirement systems
to calculate Joe’s benefits using
the higher retirement applicable
wage paid by Big City.

What are the Restrictions?

Along with the benefits gained by
reciprocity, come a number of re-
strictions, which members should
remember throughout their public
service career:

¢+ Members who establish recip-
rocity are precluded from re-
questing single sum distribu-
tions or “refunds” from SCERS
as long as they work for a recip-
rocal public employer.

¢ Members who establish recip-
rocity must retire from each re-
tirement system for the same

(Continued on Page 5)
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MARKET VALUE ABOVE $5 BILLION

The Sacramento County Employees’ Retirement System
(SCERS) investment portfolio had a return of 9.8%, net of
fees, for calendar year 2005 according to Mercer Invest-
ment Consulting. This marks the third consecutive calen-
dar year that SCERS’ investment return was above its long
term performance objective of 7.75%. Annualized invest-
ment returns over the 1, 3 and 10 year periods were sol-
idly in positive territory. Only the 5 year annualized return,
which includes the bear equity market years of 2001 and
2002, is below the long term performance objective. All of
SCERS investments by asset class had positive returns for
the calendar year. The best portfolio investment perform-

Sacramento County Employees’ Retirement System
Annualized Investment Returns
For Periods Ending December 31, 2005

Asset Class 1 Year 3 Year S Year 10 Year
Domestic Equity 3.9% 15.7% 1.9% 9.1%
International Equity 20.5% 25.2% 7.2% 7.3%
Fixed Income 24% 5.1% 6.0% 6.5%
Real Estate 28.2% 15.9% 12.3% 12.4%
Cash 4.0% 2.9% 3.1% 4.5%
Total Fund 9.8% 14.3% 5.5% 9.1%

ance came from investments in real estate and interna-
tional equity. SCERS invests internationally in developed
and emerging country stock markets. The emerging mar-
ket equity investment had a return of 38.4% while the in-
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vestments in developed countries returned 16.2%.

SCERS investment portfolio has a fair market value
of $5,121.8 million as of December 31, 2005. This is
the first time that the market value of SCERS invest-
ments has been above $5.0 billion. SCERS main-
tains a diversified portfolio of investments designed
to meet the long term investment objective with an
acceptable level of risk. The assets on December 31,
2005 were allocated as shown in the chart.

SCERS Asset Allocation as of December 31, 2005

B Real Estate Cash
14.0%
’ 2.3% Domestic
) / Equity
Equity 34.4%
long/short
hedge funds /
4.5%
Fixed Income

23.9%

\l International

Equity
20.9%

RECIPROCITY REVIEW

(Continued from Page 4)

reason recognized by their final
public employer, i.e. service or
disability.

¢ Members who establish recip-
rocity must retire from each re-
tirement system on the same
date if they want to ensure that
the combined years of service
will be recognized for retirement
eligibility purposes.

¢+ Members who establish recip-
rocity must retire from each re-

tirement system on the same
date if they want to ensure that
all retirement benefits will be
calculated using the highest
retirement applicable wages
paid by a reciprocal employer.

Given the simultaneous retirement
requirement, it is critical that recip-
rocal members inform SCERS of
their retirement plans and deliver
an Application for Service Retire-
ment on or before the date that
they retire from their last public
employer and retirement system.

Where can | get More Informa-
tion?

Our Benefits staff are the best
source of information regarding
the reciprocity rules and proc-
esses in place at SCERS. If you are
anticipating a move to a public
employer with a reciprocal re-
tirement system or contemplating
retirement from a public employer
with a reciprocal retirement sys-
tem, we encourage you to contact
SCERS before the effective date of
the change.
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ANNUAL COST-OF-LIVING ADJUSTMENT (“COLA”) SET BY BOARD OF RETIREMENT

At its meeting on February 16, 2006, the SCERS Retire-
ment Board approved the annual cost-of-living adjust-
ments (COLA) to be effective April 1, 2006, for eligible
SCERS monthly annuitants. SCERS’ April benefit pay-
ments will reflect the approved increases as indicated
in the chart to the right.

The membership category applicable to you is indicated
on your retirement system advice or warrant. [Note for
beneficiaries and survivors: The applicable retirement
dates are the retired member’s retirement date or ac-
tive member’s date of death.]

For annuitants with service under more than one mem-
bership category, the COLA applicable to each category
will apply to the portion of your monthly allowance
based on that category.

This increase does not apply to insurance subsidies
shown as “Medical Plan Premium Off-Set.”

For further information on how the COLA was deter-
mined, visit www.scers.org and left-click the link for
‘Important Notices'.

If Your Membership And Your Retirement | Your
Category Date Is: Increase
Is:
(Plan/Tier) Is:
Miscellaneous Tier 1 or On or before 4%
1/1981
Safety Tier 1 3/31/198
On or after 2%
4/1/1981
Miscellaneous Tier 3 or All 2%
Safety Tier 2
Miscellaneous Tier 2 All 0%

PUBLIC EMPLOYEE BENEFITS IN THE HOT SEAT

(Continued from Page 3)

public employee benefits. However, rather than focus-
ing on making reasonable changes in those areas
where there was room for legitimate reform, the advo-
cates for reigning-in public employee benefit costs pro-
posed that the current method of providing retirement
benefits to public employees - a defined benefit pen-
sion plan like the one provided by SCERS - be thrown
out entirely and replaced by a different type of retire-
ment plan - a defined contribution plan similar to a
401(k) plan or 457 deferred compensation plan.

While both types of retirement plans are widely utilized
as part of the overall compensation package between
employers and employees, the features of the two plans
differ, as do the relative advantages and disadvantages
to the employer and employee, respectively. Under a
defined benefit (‘DB’) plan, the retiree receives a guar-
anteed level of income for life, based on a formula tied
to years of service, age at retirement, and final average
salary. The investment activities necessary to pay the
benefits are carried out by the retirement system, and if
the investments do not generate enough returns, the
burden falls on the employer to make up the difference.
Under a defined contribution (‘DC’) plan, the ultimate
retirement benefit is based on how much the employee
can save. The investment decisions on the retirement

account are made by the employee and it is up to the
employee to assure that he or she has saved and

earned enough to last through retirement.

In assessing the merit of a particular retirement plan it
is important to: (1) Identify the goals you are trying to
achieve; (2) Establish the relative priority of those goals;
and (3) Determine the costs and benefits associated
with the plan and/or switching to a new type of plan.
The advocates for DC plans clearly had different views
regarding items (1) and (2) than the supporters of DB
plans. However, the debate on these questions never
truly got underway because of the failure of the DC pro-
moters to carefully think-through all the ramifications of
the third consideration.

‘Don’t Confuse Me with the Facts’

The advocates of DC plans argued that public employ-
ees could achieve the same level of retirement security
as under DB plans by making good investment deci-
sions. One difficulty with this claim, however, was that
the data showed that the typical DC plan investor does
not do as well as the investment returns obtained by a
DB plan. Plus, the DC plan investor bears the risk that
a sudden drop in the investment markets near or after

retirement could significantly alter the amount available
(Continued on Page 7)
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PUBLIC EMPLOYEE BENEFITS IN THE HOT SEAT _

(Continued from Page 6)

for retirement.  Finally,
the DC plan member has
to figure out how to make
his or her retirement
funds last for the rest of
his/her life. This means
either taking the risk that
the retiree will outlive his
or her assets or convert-
ing the DC account into
an annuity that provides a
stream of payments until
death. While this reduces
the risk, it also signifi-
cantly reduces the dollar
value a retiree receives
from the retirement ac-
count due to the fees
charged by the provider of
the annuity.

A central argument made
by the advocates of DC
plans was that they would
reduce costs for the em-
ployer. This argument did
not take into account,
however, the increased
costs that would result for
a number of years due to
closing down the defined
benefit plans to new em-
ployees. The proponents
of defined contribution
plans also did not account
for the pressure that
would be brought to bear
on employers to pay
higher salaries as com-
pensation for the em-
ployee taking on the risk
of having saved enough
for retirement. Overall, it
was not clear when any
savings might be seen
from switching new public
employees to DC plans.

While there were a num-
ber of other criticisms of
the DC plan proposal, per-
haps the key flaw in the
proposal was the failure
to sufficiently address the
issue of death and disabil-
ity benefits. Those bene-
fits - which are particu-
larly important for Safety
personnel and other pub-
lic employees who serve
in high risk positions -
are integrated into the
benefits provided by a DB
plan. However, DC plans
are not designed to pro-
vide these types of bene-
fits at the same level and
in the same way that the
benefits are provided by a
DB plan. This omission
became the rallying point
in the counter-offensive
mounted against the DC

proposal.

‘The Unstoppable Force
Meets the Immovable Ob-
Jject’

The proposal to change
public employee retire-
ment benefits quickly be-
came a hot topic when
Governor Schwarzenegger
included it in his State of
the State address. The
Governor not only en-
dorsed the DC plan pro-
posal, but he threw down
the gauntlet by saying
that if the Democrat-
controlled legislature did
not act upon it, he would
take the proposal directly
to the voters through a
ballot initiative.

The response of the De-

mocrats and the other
supporters of DB plans
was equally direct - in
essence, their reply was
to ‘bring it on’ - and they
immediately launched an
aggressive campaign
pointing out the flaws in
the DC proposal. They
also unleashed a steady
barrage of criticism re-
garding any and all other
measures supported by
the Governor.

As has been  well-
documented, in the end,
the Governor decided not
to take the DC plan pro-
posal to the voters. And
the measures the Gover-
nor did take to the voters

were not well-received.

Now What?
The efforts to change pub-
lic employee retirement

benefits have not ended,
they have simply died
down for a while. All of
the parties who pushed
the DC proposal last year
insist that the fight is not
over and that they will
take the issues to the vot-
ers unless substantial
reforms are made by the
legislature. For now, the
protagonists on  both
sides are focusing on the
upcoming elections, but
the outcome of those
elections will have a sub-
stantial effect on what

happens next.

In sum, it appears that it
is not a question of
whether there will be fur-
ther debate about public

employee retirement
benefits, but rather,
what form that debate
will take. Will it be a rea-
soned and rational
analysis of what is right
and what is wrong with
our current retirement
benefit system? Will it
feature an informed dis-
cussion of the goals we
are trying to achieve
through an employer-
provided retirement
benefit, and how those
goals fit with the other
goals that government is
trying to achieve? Or will
it be a ‘sound bite war,’
with the complex ques-
tions and important is-
sues decided by voters
based on what they read
in the newspapers and
see on television?

The answer to these
questions will have a
profound impact on both
current and future public

employees.

And lurking around the
corner is the next issue
and phrase that every-
one will soon become
familiar with - Other
Post Employment Bene-
fits or ‘OPEB.” The most
familiar OPEB is retiree
health care coverage. In
our next issue we will
talk about how and why
OPEB will factor into the
debate about public em-
ployee benefits.
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SURVIVORS BENEFITS FOR REGISTERED DOMESTIC PARTNERS

As many SCERS members may
know, the state legislature re-
cently enacted the California Do-
mestic Partner Rights and Respon-
sibilities Act of 2003, extending
the rights and duties of marriage
to persons registered as domestic
partners on and after January 1,
2005. Under the referenced act,
the California Family Code was
amended to include Section
297.5, which states in pertinent
part:

Registered domestic partners
shall have the same rights, pro-
tections, and benefits, and
shall be subject to the same
responsibilities, obligations,
and duties under law, whether
they derive from statutes, ad-
ministrative regulations, court
rules, government policies,
common law, or any other pro-
visions or sources of law, as
are granted to and imposed
upon spouses.

[Family Code § 297.5.(a)]

To implement this law, SCERS has
modified a number of rules and

practices to address the regis-
tered domestic partner benefits.
A prime example of these modifi-
cations can be seen in the Elec-
tion of Retirement Allowance form,
which is required of all active
members who retire from SCERS.

© Under the revised Election of
Retirement Allowance form, a
member who retires from
SCERS and selects the plan’s
normal or “Unmodified” form
of payment agrees to provide
a 60% survivor annuity or
“Continuance” to the current
spouse or domestic partner,
provided that the member has
been married or registered for
at least one year prior to his or
her retirement effective date.

® As with the Unmodified benefit
provided to a member with a
spouse at the time of retire-
ment, a member with a regis-
tered domestic partner at the
time of retirement cannot
waive the 60% Continuance or
request a less favorable survi-
vor benefit without the con-
sent of the registered domes-

s

-

tic partner. This consent
must occur in writing and
must be withessed by a
SCERS representative or no-
tary public.

Members and other interested
persons who wish to learn
more about these changes may
view a sample of the Election of
Retirement Allowance form at
SCERS’ website. To view the
sample form, go to www.scers.org
and left-click the link to “Forms”.
Then left-click the link for
“Planning for Retirement” and se-
lect the appropriate document.
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INTERESTING OBSERVATIONS REGARDING SCERS ANNUITANTS

survivor is 103.

credits.

o Our oldest living retiree is 101. .

o Our oldest living active member death

o We have 57 benefit recipients credited
with more than 40 years of service .

_years.

We have a service retiree now retired for 42

o We have a nonservice-connected disability retiree

now retired for 46 years.

We have a service-connected disability retiree

now retired for 51 years.
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“DRO” INFORMATION NOW AVAILABLE ON WEBSITE

Overview

During or following a divorce, the
parties to a marriage often agree
to divide property acquired or ac-
crued during the marital period.
This property can include benefits
provided by qualified retirement
plans, such as SCERS. Unlike
other property addressed in a
marital settlement agreement or
other Court-endorsed stipulation,
however, the Internal Revenue
Code provides that retirement
plans like SCERS cannot assign
any portion of a member’s retire-
ment benefits to an alternate
payee without a specific docu-
ment known as domestic relations
order (“DRO").

Resources from SCERS

To assist members and nonem-
ployee spouses who are trying to
divide retirement benefits upon
divorce, SCERS provides model
documents to consider when pre-
paring a DRO.  Whether the af-
fected member is self-represented
or working with an attorney, we
find that our model documents

and information packets facilitate
a division of SCERS benefits in the
quickest and most cost-effective
manner possible. This is because
the model documents already in-
clude all required DRO elements
and are written to address the
separate needs of persons who
divorce before and after retiring
from SCERS.

Web Viewing & Downloads

Electronic versions of the DRO
packets are available to active
and retiree members through
SCERS’ website. Interested per-
sons with Adobe Acrobat or Acro-
bat Reader installed on their PCs
can now access and download
this information as follows:

Establish Internet access.

= Go to SCERS Web site at
WWW.SCEers.org.

= Left-click link to “Forms”.

= Leftclick link for current plan
status, “Still Working” or
“Already Retired”.

= Left-click link to “Dissolution
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of Marriage Guidelines” to view
cover memo, model document
and any other DRO information
provided by SCERS for refer-
ence.

Other Questions Regarding Model
Document or DRO Process

SCERS’ staff remain available to
answer questions that you or
your representatives may have
regarding DRO requirements,
processes and implementation. |If
you have any questions regarding
any of the information on the web-
site, please call SCERS’ main line
at (916) 874-9119 and ask to
speak with someone designated
to discuss DRO issues.

RETIREMENT CONTRIBUTION RATES CHANGE

Each year SCERS retains an inde-
pendent consultant to perform an
actuarial valuation. The annual
actuarial valuation measures the
current and projected assets and
liabilities of the retirement system,
as well as the system’s funded
status. This information forms the
basis for establishing the actu-
ary’s recommendations for em-
ployee and employer contribution
rates for the upcoming fiscal year.

The SCERS Board utilizes the actu-
ary’s recommendations in adopt-
ing the appropriate contribution
rates, which are then conveyed to
the Board of Supervisors for im-
plementation.

Contribution rates will change in
July for the new fiscal year. This is
good news for employees, who will
see a decrease from the rates
paid during the current fiscal year.
The new rates will take effect for

all active SCERS members during
the first full pay period that falls in

the calendar month of July.
County employees will see the
new rates in their paychecks on
July 28, 2006. On the following
page are contribution rates for
members by plan and tier.

(Continued on Page 10)
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RETIREMENT CONTRIBUTION RATES CHANGE

(Continued from Page 9)

Fiscal Year
200607 2005-06

Employee Rates”

Mizcellaneous Tier One 4.84% 5.51%
Mizcellaneous Tier Two 3.07% 163%
Mizcellaneous Tier Three 467% 47%%
Safety Tier One 1158%  1246%
Safety Tier Two 1057%  10.70%

* Based on sinle full+ate payable by members wha enter on or afer January 1, 1975,

The average aggregate employer contribution rate will
increase 1.93% from 17.72% to 19.65%. The employer
rate increase is primarily the result of the second year
of a two-year phase-in of last year's cost increase.
The phase-in of investment losses from the years 2000

to 2003 also contributed to the cost increase.

Fiscal Year
200607 2005-06

Employer Rates

Mizczllanzous Tier One 16.27%  1543%
Mizcellanzous Tier Two 1T313%  1149%
Mizcellanzous Tier Three 16.16%  1417%
Safety Tier One DA% 302%
Safety Tier Two Ned%  2857%
All Cateqories Combined 1965%  17.72%

SCERS’ overall funding objective is to meet long-term
benefit promises by maintaining a well-funded plan
status through a combination of superior investment
returns and employer and employee contributions
which are both minimized and maintained as level as
possible. The greater the level of overall plan funding,
the larger the ratio of assets accumulated to the actuar-
ial accrued liability and the greater the investment po-
tential. To help reduce year-to-year volatility due to fluc-
tuations in investment performance, a rolling five-year
period is used to average gains and losses in the calcu-
lation of the actuarial value of assets. As of June 30,

2005, SCERS’ funding ratio remained stable at 93%.
The annual actuarial valuation considers the numbers

and demographic characteristics of active members,
inactive vested terminated members, and retired mem-
bers and beneficiaries. As of June 30, 2005, there
were 13,728 active members with an average age of
44.0, average years of service of 9.7 years, and aver-
age annual compensation of $52,594. Also as of June
30, 2005, there were 6,784 retired members and
beneficiaries receiving an average monthly benefit of
$2,106. There were 2,135 inactive members.

These graphs show a distribution of active members by
age and by years of service.

Distribution of Active Members by Age as of June 30,
2005

Distribution of Active Members by Years of Service as of
June 30, 2005
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(Continued on Page 11)




The Latest Wrinkle

Retirement Contribution Rates Change

(Continued from Page 10)

These graphs show a distribution of the current retired
members and beneficiaries based on their monthly

amount and age, by type of pension.

Distribution of Retired Members and Beneficiaries by
Type and by Monthly Amount as of June 30, 2005
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WHAT FACTS DO
YOU KNOW ABOUT
SCERS ACTIVE
MEMBERSHIP ?

¢ The oldest member is
over 77 years old

¢+ The youngest
member is 22 years
old.

¢ The highest years of
service a member has

is over 38 years.

GUESS WHAT?
SCERS HAS A NEW
WEBSITE ADDRESS

Internet access is now easier than
ever! Visit us on the internet at
WWW.SCERS.ORG. A new “Forms”
link has been added for convenient
access to various retirement forms.

SCERS encourages its members to
visit the website to access current
and up-to-date information.




o "
Rztirmment System

Sacramento County Employees’
Retirement Systens

980 9th Street, Suite 1800
Sacramento, CA 95814-2738
P.O. Box 627

Sacramento, CA 95812-0627

Reception: (916) 874-9119
Toll Free: (800) 336-1711
Facsimile: (916) 874-6060

]
Visit SCERS online at www.scers.org
_ Or _

Send your comments by email to
Sacretire@saccounty.net

JOIN SCREA!

The Sacramento County Retired Employees Associa-
tion (‘SCREA’) is a membership organization con-
cerned with matters affecting SCERS’ retired employ-
ees, and SCREA advocates and speaks on their be-
half. SCREA provides information
to its membership through a
quarterly newsletter, meetings,
and social activities. If you are
interested in joining or in finding
out more information about
SCREA, please contact Palmer
Slack, SCREA Membership Chair,
at (916) 421-4203.

Retirement Board

James A. Diepenbrock, President
Appointed by the Board of Supervisors

Ronald Suter, 1st Vice President
Elected by the Miscellaneous Members

John B. Kelly, 2nd Vice President
Appointed by the Board of Supervisors

Dave Irish, Director of Finance
Ex-Officio

Keith DeVore

Elected by the Miscellaneous Members

Winston Hickox
Appointed by the Board of Supervisors

William D. Johnson
Elected by the Safety Members

Nancy Wolford-Landers
Elected by the Retired Members

Robert Woods
Appointed by the Board of Supervisors

William Cox
Elected by the Retired Members

Steven Soto
Elected by the Safety Members




