
 
 

 
 

 
 
 

STAFF REPORT 
 
 
TO:    SBCAG Executive Committee 
 
 
SUBJECT: SBCERS Employer Contribution Rates 
 
  
MEETING DATE: September 10, 2009  AGENDA ITEM:  5    
 
 
STAFF CONTACT:  Bobbi Didier 
 
 
RECOMMENDATION:  
 
Receive a report on options for addressing SBCERS investment losses and proposed response 
to the Retirement Board.   
 
DISCUSSION: 
 
SBCAG is a member of the Santa Barbara County Employees Retirement System (SBCERS). 
Pension plan benefits for all SBCAG employees are provided through the system.  SBCERS is 
governed by the independently elected members of the Retirement Board.   
 
The SBCERS investment portfolio has incurred significant losses in the current economic 
recession.  For FY 2008-09 SBCERS is reporting an investment loss of 19.6% and did not 
achieve the actuarially projected return of 8.16%. These losses have resulted in an unfunded 
liability for the system.  At the August 25th meeting of the Retirement Board, various options 
were presented to address these losses and the resulting unfunded liability.  Addressing these 
retirement fund losses could significantly increase SBCAG’s retirement costs beginning in FY 
2010/11.  
 
On September 1st, SBCAG received a letter (see attached) from Vincent Brown, CEO of 
SBCERS, requesting input regarding the five year potential impact to SBCAG if SBCERS did 
not change the current funding policy.  As you will notice in the table below, the current funding 
policy would increase SBCAG’s contribution rate from the current 21.6% to 38.26% in FY 13/14.   
Assuming no increase in SBCAG’s staffing levels, salaries and revenue, the contribution rate 
change would increase SBCAG’s annual retirement plan costs from $372,341 in FY 2009-10 to 
$676,437 in FY 2013-14.  This represents an increase in SBCAG contributions of 82% over the 
five year period. 
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SBCAG Contributions under Current Funding Policy 
 
Total 5 yr variance =   +16.66 %              
Average annual increase (FY 2010-2014) = $76,024 
 
 
   SBCAG Contribution Rate  Retirement Plan Cost    
FY 2009-2010   21.60%   $372,341  
FY 2010-2011   30.99%     547,903   
FY 2011-2012   31.90%      563,992   
FY 2012-2013   33.76%      596,876   
FY 2013-2014   38.26%      676,437 
 
   
Recognizing the significant impact of the rate increases under its current pension plan funding 
policy on the County and other member agencies like SBCAG and APCD, the SBCERS board 
directed its actuary to develop alternative funding policies which would spread the plan’s 
unfunded liability over a longer period of time. Each of the four alternative options presented 
offers a different strategy for ensuring the sustainability of the pension plan and provides for 
variable employer contribution rates depending upon the option selected. (Please see attached 
Milliman report for further detail.) 
 
Some options front load the expenses while others spread them out over a longer period of 
time.  SBCAG staff has prepared the attached chart (SBCAG Employer Contribution Rates by 
Year) illustrating the anticipated 20 year financial impact specific to SBCAG of the current 
funding policy and each of the four options presented by the actuary. Note: Changes to 
employee contribution rates occur every three years. Employees are based on demographic 
changes and are not responsible for unfunded liabilities.  
  
 
Each of the options developed projects an increases in annual contribution rates of varying 
amounts for the next 7-10 years to make up for the investment losses and address the plan’s 
unfunded liability.  The actuarial study, then projects a decline in contribution rates for each 
option.  The projected five-year impact for each option on SBCAG is summarized below.    
 
    
Alternative Option 1 
 
Total 5 yr variance = + 7.78% 
Average annual increase (FY 2010-2014) = $36,877/yr 
 
 
         SBCAG Contribution Rate  Retirement Plan Cost    
FY 2009-2010   21.60%   $372,341  
FY 2010-2011   25.24%     446,298   
FY 2011-2012   25.13%      444,298   
FY 2012-2013   26.19%      463,039   
FY 2013-2014   29.38%      519,848 
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Alternative Option 2 
 
Total 5 yr variance = + 9.55% 
Average annual increase (FY 2010-2014) = $44,598/yr 
 
        SBCAG Contribution Rate    Retirement Plan Cost 
FY 2009-2010   21.60%   $372,341               
FY 2010-2011   26.79%     473,647   
FY 2011-2012   26.68%     471,702   
FY 2012-2013   27.73%     490,266  
FY 2013-2014   31.15%     550,732  
 
Alternative Option 3 
 
Total 5 yr variance = + 5.19% 
Average annual increase (FY 2010-2014) = $25,327/yr 
 
        SBCAG Contribution Rate    Retirement Plan Cost 
FY 2009-2010   21.60%   $372,341               
FY 2010-2011   22.40%     396,032   
FY 2011-2012   22.50%     397,800   
FY 2012-2013   23.73%     419,546  
FY 2013-2014   26.79%     473,647 
 
Alternative Option 4 
 
Total 5 yr variance = +12.46 % 
Average annual increase (FY 2010-2014) = $59,847/yr 
 
        SBCAG Contribution Rate    Retirement Plan Cost 
FY 2009-2010   21.60%   $372,341               
FY 2010-2011   27.61%     488,145   
FY 2011-2012   28.22%     498,930   
FY 2012-2013   30.08%     531,814  
FY 2013-2014   34.60%     611,728 
 
 
The average potential annual increase over the next five years ranges from $25,327/yr. 
(Alternative Option 3) to $76,024/yr (Current Funding Policy).  Staff estimates that SBCAG could 
absorb approximately $50,000/yr. by drawing down its PL Fund balance.  PL funds are federal 
funds allocated to SBCAG annually to meet federal MPO planning requirements.  These funds 
cannot be used for other purposes (e.g., highway or transit projects) or allocated to other 
agencies.  Any increase in SBCAG’s contribution above $50,000/yr would likely require SBCAG 
to draw on its general fund budget.  These assumptions do not take into consideration any 
future changes in staffing or revenue.    
 
These increases in contribution rates under the SBCERS current funding policy could ultimately 
impact SBCAG’s ability to deliver services and maintain staff levels over the five year period and 
ultimately either deplete the General Fund entirely or result in a staff  reduction of anywhere 
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from 1.67 FTE  in year one to 2.90FTE in year five.  SBCAG is a relatively small agency with 
only 20 FTEs.  Therefore a reduction of 1.67 FTEs in year one equates to an 8% reduction in 
staff whereas a reduction of 2.90 FTEs in year five equates to a 15% reduction in staff.  
Assuming SBCAG could absorb $50,000 of the increase each year from PL funds the potential 
impact to staff over the five year period ranges from reduction of  1.2 FTEs in year one,  to a 
reduction of  1.49 FTEs in year five. 
 
Note: At the August 26th  Retirement Board meeting, Jason Stillwell, Budget Director for the 
County of Santa Barbara, presented the County’s recommendation that the Retirement Board  
move to adopt Option 2 as it is one of  only two options which does not include negative 
amortization and distributes the increases over a 17 year period.  Representatives of the various 
collective bargaining units within the County also presented their recommendation for Option 3 
as it is the least impactful to staff positions.  
 
The Retirement Board is not bound by the recommendations of its member agencies and will 
ultimately decide which option to implement.  SBCAG staff proposes to respond to the SBCERS 
inquiry by providing the information contained herein regarding the financial impact of 
maintaining the Current Funding Policy on SBCAG over the five year period commencing with 
FY 2010-2011. 
 
 
 
ATTACHMENTS: 
Milliman Report 
Letter from Vincent Brown, CEO, SBCERS 
SBCAG Employer Contribution Rates by Year  



































Payperiod Costs       68,000.00 SBCAG Employer Contribution Rates by Fiscal Year - 2009 - 2028

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 Total Cost 
2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 All Years 

Current Policy Salary 1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  
Rate 21.06% 30.99% 31.90% 33.76% 38.26% 41.14% 41.35% 41.30% 41.23% 39.89% 36.98% 33.50% 31.59% 30.71% 30.62% 30.64% 24.90% 19.77% 11.96% 11.96%

Total Costs by Year 372,340.80     547,903.20     563,992.00     596,876.80     676,436.80     727,355.20     731,068.00     730,184.00     728,946.40     705,255.20     653,806.40     592,280.00     558,511.20     542,952.80     541,361.60     541,715.20     440,232.00     349,533.60     211,452.80     211,452.80     11,023,656.80  

Alternative 1 Salary 1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  
Rate 21.06% 25.24% 25.13% 26.19% 29.38% 31.10% 30.59% 29.93% 29.28% 28.66% 28.05% 27.46% 26.91% 26.36% 25.84% 25.34% 24.85% 24.39% 23.94% 23.52%

Total Costs by Year 372,340.80     446,243.20     444,298.40     463,039.20     519,438.40     549,848.00     540,831.20     529,162.40     517,670.40     506,708.80     495,924.00     485,492.80     475,768.80     466,044.80     456,851.20     448,011.20     439,348.00     431,215.20     423,259.20     415,833.60     9,427,329.60    

Alternative 2 Salary 1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  
Rate 21.06% 26.79% 26.68% 27.73% 31.15% 32.94% 32.20% 31.28% 30.40% 29.55% 28.73% 27.97% 27.22% 26.52% 25.85% 25.22% 24.62% 24.04% 23.49% 22.97%

Total Costs by Year 372,340.80     473,647.20     471,702.40     490,266.40     550,732.00     582,379.20     569,296.00     553,030.40     537,472.00     522,444.00     507,946.40     494,509.60     481,249.60     468,873.60     457,028.00     445,889.60     435,281.60     425,027.20     415,303.20     406,109.60     9,660,528.80    

Alternative 3 Salary 1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  
Rate 21.06% 22.40% 22.50% 23.73% 26.79% 28.75% 28.89% 28.91% 28.91% 28.91% 28.92% 28.91% 28.91% 28.91% 28.92% 28.93% 28.93% 28.09% 27.21% 26.37%

Total Costs by Year 372,340.80     396,032.00     397,800.00     419,546.40     473,647.20     508,300.00     510,775.20     511,128.80     511,128.80     511,128.80     511,305.60     511,128.80     511,128.80     511,128.80     511,305.60     511,482.40     511,482.40     496,631.20     481,072.80     466,221.60     9,634,716.00    

Alternative 4 Salary 1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  1,768,000.00  
Rate 21.06% 27.61% 28.22% 30.08% 34.60% 37.50% 37.72% 37.69% 37.62% 36.32% 33.41% 29.95% 28.06% 27.18% 27.11% 27.13% 27.18% 26.80% 25.41% 21.85%

Total Costs by Year 372,340.80     488,144.80     498,929.60     531,814.40     611,728.00     663,000.00     666,889.60     666,359.20     665,121.60     642,137.60     590,688.80     529,516.00     496,100.80     480,542.40     479,304.80     479,658.40     480,542.40     473,824.00     449,248.80     386,308.00     10,652,200.00  
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