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Pension Talk

Pension Trust Website
The PT is starting a 3-year
project to replace our aging
recordkeeping software. At
present the PT website at
SLOPensionTrust.org routes
internal access in the County
netwotk to our old website that
includes account balances and
retirement estimates. The same
web address from outside the
County network (including the
Courts) redirects to a generic
information-only website at
slocounty.ca.gov/PensionTrust.
Please call us at 805/781-5465
for questions.

Interest on Pension

Accounts

Member accrual accounts (active

employees or reserve members)

earn interest. At the November

2015 Boatd of Trustees meeting

the interest rates to be credited

in 2016 were set.

e The interest on Normal
contributions will be cred-
ited at 6.75% in 2016.

e The interest on Additional
contributions will be cred-
ited at 1.50% in 2016.

Pensions and the Cost of Pensions

The Retirement Plan for County employees (and several contracting agencies
like the Courts) administered by the Pension Trust is a “Defined Benefit” pension
plan. This is quite different than a “Defined Contribution” savings plan like a corpo-
rate 401(k) plan or the voluntary Deferred Compensation Plan offered by the County.
The costs for a Defined Contribution savings plan are just that—defined at the front
end by how much gets contributed. The costs of a Defined Benefit pension plan are
determined by calculating the contributions that must be made today to pay benefits in
the future. An advantage of Defined Benefit pension plans is that they provide a
steady level of retitement income that lasts for the life of the retiree, and which may
also provide a survivor benefit to a widow or widower.

The overall cost to fund the Retirement Plan is called the Annual Required
Contribution or “ARC” and is funded over the working career of Plan members. The
ARC for the SLO County Retirement Plan averages 34.77% of covered payroll as
measured by the 2015 Annual Actuarial Valuation. This is an average of all classes -
Miscellaneous, Public Safety, and Probation in the Plan. It is also an average of all ben-
efit Tiers in the Plan - Tier 1 (pre 2011 hires in most cases), Tier 2 (2011-2012 hires
generally) and Tier 3 (post 2012 new hires). The ARC includes employee contribu-
tions, employer-paid-for-employee “pick up” contributions in some bargaining units
and employer appropriations. On top of the ARC, the County also pays over 5% of
pay for the debt service on Pension Obligation bonds first issued in 2003.

The ARC is subject to change and it increased with the 2015 Actuarial Valua-
tion for contributions starting in 2016. This is why most active employees will see their
payroll deduction for pension contributions increase somewhat depending on how the
increase is split between employer and employee in their respective bargaining units.

Pension Reform proposals in California

You may have heard of several proposed ballot initiatives collectively referred
to as the Reed/DeMaio initiatives. They have been proposed in various forms and are
not yet to the signature-gathering stage. It is not clear what final form these pension
reform ballot initiatives may take, although they appear to potentially impact only 2019
or later new hires. The pension reforms proposed may include substituting a defined
contribution retirement plan for future new hires and/or caps on the costs paid by em-
ployers. It is yet to be determined if they make it on the ballot and in what year. The
2016 or 2018 ballots are possible, or they may just fade away if they lack support in
polls. They are certain to receive strong opposition from various labor organizations if
they are headed for the ballot. In other words, we are monitoring these initiatives, but
their impacts are quite uncertain and not in the near term.




San Luis Obispo County Pension
Trust—Annual Report Summary

Each year we report on the financial status of the Pen-
sion Trust. The Comprehensive Annual Financial Report
(CAFR) provides a more complete overview of the Pension
Trust’s financial position and operating results and is available at
the Pension Trust offices or at www.SILOPensionTrust.org. The

Pension Trust provides retirement allowances and other benefits
to its members employed by the County of San Luis Obispo and
various agencies such as the Superior Court, the Local Agency
Formation Commission, and the Air Pollution Control District.
The Pension Trust is governed by a seven-member Board of
Trustees.

Fund Status:

The Pension Trust’s funding objective is to meet its
long-term benefit promises by accumulating assets to eventually
pay all its liabilities. As of the end of 2014 the funded status of
the Pension Trust stood at 77.9% - comparing the Actuarial Ac-
crued Liability to the Actuarial Value of Assets (a multi-year aver-
age of market values). As of Dec. 31, 2014 the net assets of the
Pension Trust totaled $1.173 billion.
performed each year and an Annual Required Contribution
(ARC) rate is set by the Board of Trustees.

An actuarial valuation is

It is the policy of the employers to contribute the full
ARC over time through a combination of Employer Appropria-
tions and Employee Contributions. The third source of funding
The
sources of revenue for the Pension Trust are summarized below
with dollar amounts in thousands.

for the Pension Trust comes from investment earnings.

Net

Employee Invest- TOTAL

Employer Contrib- ment REV-

Year Approp. utions Income ENUE
2010 $ 32,148 $24549  $110,054 $ 166,751
2011 30,436 25,262 24,113 79,811
2012 30,942 25,207 108,818 164,967
2013 30,796 24,460 131,842 187,098
2014 32,047 24,415 51,667 108,129

The retirement benefits paid, refunds, death benefits and
operating expenses of the Pension Trust are summarized in the
following table with dollar amounts in thousands.

Refunds &

Retirement Death Operating TOTAL
Year Benefits Benefits Expense EXPENSE
2010 $ 46,801 $ 2,004 $ 1,981 $ 50,786
2011 50,415 2,089 1,910 54,414
2012 54,548 1,263 2,070 57,881
2013 60,237 2,524 2,054 64,815
2014 66,163 1,932 2,417 70,512

The membership of the Retitement Plan as of Decem-
ber 31, 2014 is shown in the following table.

De-

Year ferred Retitee  Disabil-

Ended  Active Vested and ity

Dec. Mem- Mem- Benefi- Recipi-  TOTAL

31st bers bers ciary ents

2010 2,479 475 1,817 129 4,900

2011 2,446 449 1,911 129 4,935

2012 2,495 445 2,015 132 5,087

2013 2,521 460 2,117 133 5,231

2014 2,550 451 2,268 133 5,402
Investments:

The Board of Trustees has full authority over the invest-
ments of the Pension Trust and manages its investments through
a written Investment Policy, the use of an Investment Consultant,
various professional investment managers and qualified Staff.

The total rate of return on the Pension Trust’s assets is summa-
rized below both by individual years and on a cumulative basis for
periods ending December 31, 2014.

Pension Trust Annual Investment Returns
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Total Returns >1%

10.5% 9.8% 5.7%

For the year-to-date through November 30, 2015 the total rate of
return is 0.1%.




The investment policy adopted by the Trust’s
Board of Trustees is reviewed annually. As of December
31, 2014 the target asset allocation of the Trust assets was:

Domestic Equity 23%
International Equity 22%
Domestic Bonds 25%
International Bonds 10%
Real Estate 10%
Commodities 5%
Private Equity / Opportunistic 5%

100%

Paperless Statements for Retirees

Retirees who receive a monthly payment advice by mail
detailing their monthly automatic bank deposit may now
sign up for getting those monthly documents by email. See
the PT website at
http://www.slocounty.ca.gov/PensionTrust/Forms.

SLOPensionTrust.org or at

What’s Tony Up To?

Many of you remember Tony Petruzzi who head-
ed up the Pension Trust for 28 years before retiring in
2013. You will be glad to know that Tony is really enjoying
retirement. He carries a certain relaxed stride to his walk
that just shouts “Dude—I'm retired—you should try it ...”
Tony and his Cambria based band, “Roughhouse” play
various gigs around the County and he encourages you to
catch a show with them.

Also, Tony was honored by the California As-
sociation of Public Retirement Systems (CALAPRS)
with the “Toigo” award for lifetime achievement sup-
porting retirement systems. This is a well-deserved honor
for Tony who served for many years with CALAPRS!

Retirement is Good

A comment heard from a dedicated long term public serv-
ant nearing retirement -

"My granddaughter, who has dogs, asked me - Gram-
pa, is retirement kind of like being off-leash?"

The Pension Trust Team

> Andrea Paley- our primary Retirement Specialist has
been shepherding members into retitement for 37 years (}).
Nearly all of our 2,500 retirees have passed through Andre-
a’s office with her sage counsel.

> Debbie Villalon- the master of all things pension relat-
ed and now our Systems Coordinator has been with the
Pension Trust for 21 years and with the County before that
for another 17 years.

> Greg Villalon- an experienced member of our “second
generation” of Retirement Specialists with 9 years of varied
PT experience.

> Lisa Winter- joined the PT in 2015 as another of our
“second generation” of Retirement Specialists. Lisa has 15
years of HR experience including 8 years with the County.

> Anna Bastidos- joined the PT in 2015 as another of our
“second generation” of Retirement Specialists. Anna brings
13 years of experience in employee benefits.

> Tricia Janes- joined the PT in 2015 as our Admin As-
sistant and the helpful first contact with the PT for many
members. Tricia has 21 years of County experience.

> Ros Harding- has been a member of our Accounting
group since 2013. Through Ros’s care, our retiree payroll
goes out each month - a feat of great importance to retirees.
> Jennifer Alderete- our Financial Accountant since early
2015 brings a wealth of public accounting experience.

> Nancy Abt and Terrie Nusse— as patt-time temporaty
office assistants provide great experience and help to the
PT. Both are County retirees which we find to be a great
source of hardworking, competent staff.

> Amy Burke- is our Deputy Executive Secretary since
2014, is in charge of operations and joined the PT in 2012
in accounting. Amy has long term experience in banking.

> Carl Nelson- joined the PT in 2009 as the Deputy to
Tony Petruzzi and succeeded him as Executive Secretary in
2013. Besides being the Executive Secretary (CEO), Catl is
the Chief Investment Officer as well.

> Legal Counsel- The PT is fortunate to have Chris
Waddell of the law firm of Olson Hagel & Fishburn. The
General Counsel role is crucial to the complexities of pen-
sions and Chris is one of the leading experts in the State on
fiduciary issues.

> Investment Consultant-Verus Investments has pro-
vided excellent investment advice for the PT since 2007.

> Actuary- Gabriel Roeder Smith & Company serves as
the PT’s actuary calculating the complex costs involved.

> External Auditor- Brown Armstrong Accountancy
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THE PENSION TRUST BOARD OF

TRUSTEES -

MEETINGS OF THE BOARD OF TRUSTEES

The Board of Trustees normally meets on the fourth
Monday of each month (with adjustments for holidays) in
the County Government Center. Meetings are held in the
Board of Supervisors chambers unless otherwise noted
and begin at 9:30 A.M. Meetings are open to the public
and your attendance is welcome and encouraged.

TRUSTEE The Pension Trust is governed by a 7—
MEETINGS - 2016 | member Board of Trustees. Three atre elected by MATT JANSSEN
the employees, three are appointed by the Board PRESIDENT (2015) / ELECTED MEMBER (Term 7/15 to 6/18)
Jan. 25,2016 of Supervisors, and the County Treasurer is an ex- WILL CLEMENS
Feb. 22, 2016 officio member. The Elected Trustees serve stag- VICE PRESIDENT (2015) / ELECTED MEMBER (Term 8/13 to 6/16)
Mar. 28, 2016 gered three year terms. Appointed Trustees serve JAMES ERB
Apr. 25,2016 . TREASURER / EX OFFICIO MEMBER
at the pleasure of the Board of Supervisors. All
May 23, 2016 : JEFF HAMM
Trustees are volunteers and are not paid. The
Jun. 27, 2016 APPOINTED MEMBER
Jul. 25, 2016 Trustees serve at-large and do not represent any GUY SAVAGE
Aug. 22,2016 particular groups. APPOINTED MEMBER
Sep. 26, 2016 Importantly, the Trustees administer the GERE SIBBACH
(room 161) Pension Trust; they don’t set the level of pension APPOINTED MEMBER
Oct. 24, 2016 benefits. Benefits are determined by the Board of
Nov. 28, 2016 . f ! MIKE DUTRA
Dec. 12. 2016 SupeerSOrS as a matter o Cl’np oyee Compensa— ELECTED MEMBER (Term 7/14 to 6/17)
T tion and collective bargaining processes.




