Board of Retirement Regular Meeting

Sacramento County Employees’ Retirement System

Agenda ltem 5
MEETING DATE: October 18, 2017

SUBJECT: SACRS Fall Conference — Direction to SCERS Voting
Delegate for Business Meeting Action Items
Deliberation Receive
SUBMITTED FOR: _X__Consent ____and Action ____and File

RECOMMENDATION

Staff recommends the Board give the following direction to its voting delegate on items
designated for action by the membership on the agenda for the SACRS Fall 2017 Business
Meeting on Friday, November 17, 2017, at 10:00 a.m. in Burlingame, California:

1. Support the Board receipt and filing of:
a. Minutes of the Spring 2017 SACRS Business Meeting (Item 2)
b. SACRS Treasurer's Report (Item 3)

2. For legislative proposals submitted for SACRS sponsorship in 2018: (Item 5)
a. Do not support SACRS sponsorship of Ventura #1 - Definition of Surviving Spouse

b. Do not support SACRS sponsorship of Ventura #2 — Time for filing Disability
Retirement Application

c. Do not support SACRS sponsorship of Tulare #1 — Expand application of Govt.
Code Section 31522.3 to all county retirement systems

3. Support the proposed amendments to the SACRS Bylaws (Item 7)

Staff further recommends the Board:

4. Designate the Interim Chief Executive Officer as the party authorized to vote on
behalf of SCERS on matters presented for a vote of the SACRS membership and
consider the appointment of an alternate voting delegate.

5. Authorize SCERS voting delegate(s) to: (a) Vote in accordance with the positions
adopted by the Board; (b) Vote on any matters that have not been specifically
addressed by the Board in a manner consistent with positions previously
expressed by the Board; and (c) Abstain from voting on any matters the Board
has not previously addressed and upon which the Board has not shown a strong
consensus.
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PURPOSE

To provide direction to the Board's designated Voting Delegate on matters that will be
submitted for a vote of the membership at the Fall 2017 Business Meeting at the upcoming Fall
Conference of the State Association of County Retirement Systems (SACRS).

DISCUSSION

The SACRS Fall Business Meeting agenda and the materials for the items designated as
“receive and file” by the membership are provided as attachments to this transmittal for
reference with no further discussion.

The remainder of this transmittal discusses the items designated for action by the SACRS
membership and SCERS Voting Proxy for the SACRS Fall Business Meeting.

2018 Legislative Proposals

The SACRS Legislative Committee received and considered three legislation proposals
submitted by member systems for SACRS sponsorship during the 2018 legislative year. The
following summarizes the proposal, the SACRS Legislative Committee’s recommendation, and
Staff’s recommendation for each proposal.

Definition of “Surviving Spouse” - Ventura Proposal #1

Summary:

This proposal would add Section 31480.1 to the Government Code to define the term
“surviving spouse” to exclude a legally separated spouse. Case law makes it clear that
following a judgment of dissolution of marriage, a former spouse is no longer a surviving
spouse under the County Employees’ Retirement Law (CERL) and not entitled to a
continuance benefit upon the death of the member. However, the CERL provides no guidance
regarding whether a legally separated spouse qualifies as a surviving spouse and recently
published judicial decisions in different jurisdictions have reached different conclusions on this
issue.

Background:

SCERS practice to date is to provide a continuance benefit to a legally separated, but still
married, spouse. SCERS believes as long as a couple remains legally married at the time of
death, the spouse qualifies as a “surviving spouse” under the CERL for a continuance benefit.
However, other county retirement systems find that a legally separated spouse does not
qualify as a “surviving spouse.” It appears about half the county retirement systems operate
under the former interpretation, and about half under the latter interpretation.

In the past couple of years, courts have ruled that a legally separated spouse is not entitled to
a continuance because with the termination of community property rights associated with a
legal separation, the right to receive a continuance benefit is also extinguished. These cases
have caused SCERS to consider taking a second look at our position. However, earlier this
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year the Contra Costa Superior Court ruled that a legally separated spouse, as long as still
legally married (i.e. no judgment of dissolution), is entitled to receive a continuance benefit
upon the death of the legally separated member. Contra Costa CERA is currently petitioning
the California Supreme Court to review the Appellate Court decision and clarify the issue.
Staff concluded that SCERS would continue its current practice for now. If the Supreme Court
reviews the case, its decision will apply to all county retirement systems under the CERL.

SACRS Legislative Committee Recommendation:
Support for SACRS sponsorship with revised language for the definition of
“surviving spouse”

The SACRS Legislative Committee recommends that SACRS sponsor legislation that
clarifies that a legally separated spouse not satisfy the definition of a “surviving spouse”
and thus, not be entitled to a continuance benefit.

SCERS Staff Recommendation:
Do not support the Legislative Committee’s Recommendation for

Ventura #1
Staff recommends that the Board not support the SACRS Legislative Committee’s
recommendation. . It seems premature for SACRS to sponsor legislation before the

Supreme Court has had an opportunity to review the Contra Costa case. Additionally,
and more importantly, Staff is not convinced that the proposal takes the correct side of
the issue. Staff is comfortable with SCERS’ current process of providing a continuance
benefit to spouses of deceased members that remain married, regardless of their
chosen living arrangements or legal separation. Staff believes there are numerous,
reasonable situations where a married couple could decide to legally separate but still
want the security of a continuance benefit for a surviving spouse.

Time for Filing Disability Retirement Application - Ventura Proposal #2

Summary:

This proposal would amend Government Code 831722 to require that an application for
disability retirement be filed within four months after the applicant knows or should know that
his/her disability has become permanent. The genesis of this proposal stems from a recent
case reviewed by the California Supreme Court, which dealt with the legal issue of the
application of pre-judgment interest, but included a factual scenario where an applicant waited
eight years after terminating CERA-covered employment to file for disability retirement. This
proposal seeks to prevent an applicant from sitting on their rights to apply for disability
retirement to the detriment of the system, namely, making it significantly more difficult for the
system to determine the applicant’s condition at the time CERA-covered service was
discontinued.

SACRS Legislative Committee Recommendation:
Do not support for SACRS sponsorship
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The SACRS Legislative Committee believes this proposal is unnecessary and would be
duplicative of current law. Government Code 831722 sets forth the limitation period
within which an applicant must file a disability application (four months from the
discontinuance of service) and sets forth certain circumstances which permit filing
outside that period (demonstration of permanent incapacity since the discontinuance of
service). In addition, Government Code 831724 provides that if the applicant can
demonstrate the he or she was unable to ascertain the permanency of incapacity until
after discontinuance of service, then the effective date of the disability retirement
application will be the day after the date for which the applicant last received
compensation. Existing law provides the mechanism to prevent prejudicial delay by the
applicant.

SCERS Staff Recommendation:
Support the Legislative Committee’s Recommendation for Ventura #2

Expand application of Govt. Code Section 31522.3 - Tulare #1

Summary:

This proposal would make Government Code §31522.3 applicable to all twenty SACRS county
systems. Currently, 831522.3 only applies to San Diego, Sacramento, Kern, San Joaquin and
Marin counties and provides that a retirement board may appoint assistant administrators and
chief investment officers who serve at the pleasure of the board and are not subject to county
charter, civil service, or merit system rules.

SACRS Legislative Committee Recommendation:

Do not support for SACRS sponsorship; recommend support for
Tulare CERA-sponsorship

The SACRS Legislative Committee supports the concept of this proposal, but not for
sponsorship by SACRS. This bill would expand the operating authority of the other
county retirement systems to which it does not currently apply. With the Governor’s
veto of the SACRS-sponsored operating authority legislation in 2016 (Assembly Bill
1853, Cooper), the committee is concerned that this proposal would likely meet the
same fate if county plan sponsors formally oppose the measure. The Committee did
agree if Tulare CERA sponsored a proposal to make Section 31522.2 applicable to its
retirement board, the Committee would support the legislation.

SCERS Staff Recommendation:
Support the Legislative Committee’s Recommendation for Tulare #1
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SACRS Bylaw Amendments

Over the past six months the SACRS Board of Directors and the members of the various
standing committees have conducted a periodic review of the SACRS Bylaws. The result of
that exercise is the Amended and Restated SACRS Bylaws proposed for approval by the
membership at the SACRS Fall Business Meeting.

The changes have been generally described as “streamlining” and “addressing not
contemplated situations,” however, they might be more accurately described as eliminating the
ability of SACRS member systems to add input or make alternate proposals for consideration
by the SACRS membership in terms of the annual slate of officers or items for action at a
SACRS Business Meeting.

Staff has reviewed the redlined version of the proposed SACRS Bylaw amendments and notes
the following changes that may be of interest or concern to the Board:

e The elimination of raising resolutions from the floor at business meetings. Instead, all
resolutions must be submitted 230 days before the meeting date to be considered at the
business meeting.

e Elimination of write-in candidates and alternate slates to be considered during Board
officer elections.

e The Nominating Committee will report the recommended slate of officers to the
membership along with a list of the names of other nominees not recommended by the
Nominating Committee. No explanation of what happens if one or more of the slate of
officers proposed by the Nominating Committee is not approved by the membership.

e Two new regular members are to be added to the Board. With the additions, the Board
will consist of the four Officers (President, Vice President, Secretary and Treasurer), the
two newly proposed regular members and a Past President.

e Changes to the composition of the Nominating Committee. Currently, the Chairs of the
Legislative, Program, Bylaws and Education Committees each select one member from
their respective committees to serve as a member of the Nominating Committee. The
proposed changes place restrictions on who these other committee chairs can select.
Only one representative from a system can serve on the Nominating Committee.
Committee chairs cannot select themselves to sit on the Nominating Committee; nor
can the Chair select a representative from his/her system. Nominating Committee
members serve two year terms and must not serve for at least one year between terms.

Staff has concerns about some of the proposed amendments to the SACRS Bylaws, which
have been communicated to the membership as “necessary for good governance.” However,
as no specific process was provided to the member systems for input and comment on the
proposed changes, it seems unlikely there will be significant discussion or resistance to the
amendments by the member systems. Therefore, staff recommends the Board direct tis voting
delegate to vote in support of the proposed amendments to the SACRS Bylaws.



October 18, 2017 Page 6 of 6 Agenda Item 5

SCERS Voting Delegate for the Fall Business Meeting

The Board of each SACRS member system must designate one of its members or SCERS
staff to vote on behalf of SCERS at the SACRS Business Meeting. The Board’s regular
practice is to designate the Chief Executive Officer as SCERS’ Voting Delegate. The
proposed Voting Proxy form for SCERS for the Fall Business Meeting contemplates that the
Board will wish to follow its past practice. If the Board prefers to appoint someone else as its
voting delegate, SCERS’ Voting Proxy form will be modified to reflect the Board’s decision.

While it is not necessary to identify an Alternate Voting Delegate, the Board may do so as a
contingency in the event an unforeseen circumstance arises that prevents the primary voting
delegate from being available to vote on SCERS behalf at the Business Meeting. Staff
proposes that General Counsel be designated as the Board’s Alternate Voting Delegate for the
Fall Conference. If the Board should desire another person be designated as the Alternate
Delegate or choose not to designate one at all, SCERS Voting Proxy Form will be revised
accordingly.

ATTACHMENTS

SACRS Fall Business Meeting Agenda
SACRS Spring 2017 Business Meeting Minutes
SACRS Treasurer’s Report
Legislative Proposals:
Ventura #1 — Definition of Surviving Spouse
Ventura #2 — Time for Filing Disability Retirement Application
Tulare #1 - Expand Application of G.C. Section 31522.3
Proposed SACRS Bylaw Amendments
SCERS Voting Proxy for Fall 2017 Conference

Prepared by:

s/

Annette St. Urbain
Interim Chief Executive Officer
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SACRS VOTING PROXY FORM

The following are authorized by the Sacramento County Retirement Board to vote
on behalf of the County Retirement System at the upcoming SACRS Conference (if
you have more than one alternate, please attach the list of alternates in priority
order):

Annette St. Urbain -- VVoting Delegate
Robert Gaumer -- Alternate VVoting Delegate
These delegates were approved by the Retirement Board on 10 /18 /17.

The person authorized to fill out this form on behalf of the Retirement Board:

Signature:

Print Name: Rick Fowler
Position: Board President
Date: October 18, 2017

Please send your system’s voting proxy by October 1, 2017 to:

SACRS

Attn: Sulema H. Peterson, SACRS Administrator
1415 L Street, Suite 1000

Sacramento, CA 95814

E-mail: sacrs@sacrs.org

1415 L Street « Suite 1000 « Sacramento  California « 95814 « (916) 441-1850
Operating under County Employees Retirement Law of 1937, Government Code 31450 et seq
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