Coordinated County Employee Organizations of Kern
March 27, 2014

V I A E M A I L & U.S. M A I L
Mr. Michael Tumipseed, Chair
Ms. Gloria Dominguez, Executive Director
Kern County Employees Retirement Association
11125 River Run Boulevard
Bakersfield, California 93311
dominguezg(a),co.kem.ca.us
Re: Request to allocate benefits from the vested Supplemental Retirees Benefit Reserve.
Dear Mr. Tumipseed and Ms. Dominguez,
The intent of this letter is to request the Kern County Employees Retirement Association Board
of Trustees (KCERA Board) to perform its fiduciary duty and assign unallocated Supplemental
Retiree Benefit Reserve (SRBR) fimds. According to years of numerous legal opinions, SRBR
funds are vested by law and the Board is mandated by law to allocate those funds solelv for the
benefit of current and future retirees and beneficiaries. There is no legal or fiduciary reason for
the KCERA Board to avoid the assignment of unallocated SRBR funds to the detriment of the
membership. With the exception of the 2005 death benefit increase, no action has been taken for
more than 10 years.
An Actuarial Valuation and Review on SRBR was prepared as June 30, 2012 by The Segal
Group, Inc. (Segal), KCERA's actuary. The report for your Board stated the following: In 2001,
KCERA did an extensive review of the benefits provided through the SRBR and the financial
strength of the SRBR. The Board decided to use a target based on a combination of Approved
and Projected SRBR Benefits. The target liability is the Present Value of Benefits [PYBJ^br Tier
1 Tier II and Death Benefits. For Tier III Benefits, the target liability is the Present Value of
projected payments for the twenty-year period beginning with the valuation date. On this basis,
the Plan's funded percentage for Target SRBR liabilities is 117.3%. It is calculated by dividing
the Actuarial Value of Assets ($91.0 million) by the Present Value of SRBR Target Liabilities
($77.5 million). The funding target is to have a 20% reserve for the death benefits, SRBRl and
SRBR2 benefits and 20 years of expected SRBR3 payments as shown at the end of this section.
Under the Board's "20/20" policy, if the liabilities of the targeted benefits with a 20% reserve
on all but the SRBR3 20-year projection of benefits are more than 100% funded, the Board may
consider increasing the SRBR approved benefits. As of December 31, 2006, the funding ratio is
just over the 100% benchmark, at 104.3%.
There will be enough money to pay for all approved andfuture SRBR benefits for all Plan
Participants and their beneficiaries for the rest of their lives without another dollar being added
to the SRBR Reserve from Undistributed Earnings. Approved Benefits are the SRBR benefits that
have already been approved by the Retirement Board. They include all Tier I, Tier II and Death
Benefits, as well as the Tier III benefits approved through December 31, 2006. The Present
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Value of Approved Benefits is the short-term funding target for the SRBR. The Plan's funded
percentage for Approved SRBR Benefits is 141.5%. It is calculated by dividing the Actuarial
Value of Assets ($91.0 million) by the Present Value of Approved SRBR Benefits ($64.3 million).
The funding status of the SRBR benefits changed since the2005 valuation due to:
1. Experience losses since the COLA for the Tier 3 benefits was 4.3% rather than the 3.5%
assumed.
2. The death benefits were increased from $1,000 to $3,000 since the 2005 Valuation.
3. The assets experienced "Excess Earnings" as of December 31, 2006 and an additional $0.9
million dollars was allocated to the unallocated portion of the SRBR assets provided through the
SRBR and the financial strength of the SRBR. The Board decided to use a target based on a
combination of Approved and Projected SRBR Benefits. The target liability is the PVB for SRBR
Tier 1, SRBR Tier 2 and SRBR Death Benefits. For SRBR Tier 3 Benefits, the target liability is
the Present Value ofprojected payments for the 20-year period beginning with the valuation
date.
Under the Board's 20/20 policy, the goal is to have a 20% reserve for the death benefits, SRBR
Tier 1 and SRBR Tier 2 benefits and 20 years of expected SRBR Tier 3 payments.
This is the Targeted Funding with Reserves. The Present Value of Targeted Funding with
Reserves is the medium-term funding target for the SRBR. Under the Board's 20/20 policy, if the
Present Value of the Targeted Funding with Reserves is more than 100% funded, the Board may
consider increasing the SRBR approved benefits. As of June 30, 2012, the funded status is over
thelOO% benchmark, at 168.3%.
Furthermore, the June 30, 2013 Actuarial Study by Segal stated the following:
•
The funded status of Total SRBR Benefits as measured by the funded ratio increased
from 168.4% as of June 30, 2012 tol76.3% as of June 30, 2013.
•
Under the Board's 20/20 policy, if the Present Value of the Targeted Funding with
Reserves is more than 100% funded, the Board may consider increasing the SRBR
approved benefits. As of June 30, 2013, the funded status is over the 100%
benchmark, at 175.5%.
As of March 4, 2014 KCERA membership totals 17,014 with active members 8,637; retirees and
beneficiaries approximately 7,218; and deferred and reciprocal members approximately 1,159.
The retirement membership alone continues to grow significantly, especially with the influx of
baby boomers entering retirement in recent years.
For the record, we do have retirees in need of an inflation offset and they should not have their
benefits postponed because of misinformed political influence. Again from the Actuarial Study
of June 30, 2013, Retired Tier I General Members by type, population, and payment are as
follows: regular retired - 3,975 members with average monthly pay of $2,547; disabled retired 519 members with average monthly pay of $1,690; and beneficiaries - 697 members with
average monthly pay of $1,209. [The pay does not include any SRBR payments where they
apply.] Higher risk older members in their 70s, 80s, and 90s continue to face increased living
costs with more health care issues, long term care expenses, care of relatives (children and
adults), etc. More detailed information is available from the previously mentioned actuarial
studies at the KCERA website that shows the actuarial studies in their entirety.
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Unlike last year's questionable actions and failed attempt to change SRBR vested funding by a
hand picked KCERA Finance Committee, the KCERA Board is mandated to advocate for the
membership (active and retired), conduct business as responsible fiduciaries, and adhere to the
State's Constitution: "A retirement system board's duty to the system's participants and their
beneficiaries shall take precedence over any other duty" (Section 17(b) ofArticle XVI of the
California Constitution).
SRBR benefits have not been granted since 2005 when the death benefit was increased from
$1,000 to $3,000. In today's environment funeral costs may easily reach $10,000 to $15,000
when all costs are considered. Along with the death benefit, SRBR Tier 3 for the 80% inflation
offset also seems to be an area of need. Other than the death benefit, more than 10 years have
passed without attention to increasing the allocation of vested SRBR funds. The SRBR 20/20
Policy requires a responsible reserve for benefits and was written to conform to law while
recognizing the Board's duty to fund future benefits for all members (active and retired) when
funds are available, like now. Years of no action for SRBR unallocated funds and attempting to
circumvent the vesting of those funds, raises concern about responsible stewardship of vested
SRBR funding.
We request that your Board take the responsible action and commission an actuarial study to
explore the use of unallocated vested SRBR funds. The actuarial study evaluation and review
should at least include the following relevant issues facing our membership:
•
increase the death benefits from $3,000 to $5,000 as provide by law, and
•
increase SRBR Tier 3 benefits from 80% to as much as 90% to offset inflation as intended
by law.
The undersigned request this matter be given due consideration knowing the importance of the
law authorizing SRBR and your fiduciary duty to KCERA membership. Your prudent attention
to this matter will be greatly appreciated.
Respectively Submitted!,

Ernest Harris, Director Region 5
SEIU

Derek Robinson, President
KCFFU Local 1301

KCPMA

Brian Ronan, President
KCPOA

KCPA

3

Kevin Wright, President
KCSCA and KCSCAII

Anthony Leal, Vice President
KCDOA

John De Mario, Past President
REOKC

Cc: Kern County Employees Retirement Association Board of Trustees
Dominic Brown, Vice-Chair
David Couch
Jackie Denney
Dustin Dodgin
Phil Franey
Bob Jefferson
Rick Kratt
Gayland Smith
Russell Albro, Alternate
John DeMario, Alternate
Jordan Kaufman, Alternate
Kern County Board of Supervisors
Leticia Perez, Chair
Zach Scrivner
Mick Gleason
Mike Maggard
David Couch
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