
 

 
 
 

       

 

 
Agenda Item 6 

MEETING DATE: August 16, 2017 
 
SUBJECT:  Semi-Annual Administrative Expense Report for the Six 

Months Ended June 30, 2017 

             Deliberation               Receive 
SUBMITTED FOR:    X   Consent                and Action                 and File 
 
 
RECOMMENDATION 
 
Staff recommends that the Board receive and file the attached Semi-Annual Administrative 
Expense Report for the Six Months Ended June 30, 2017. 
 
PURPOSE 
 
In accordance with established Board policy, the Proposed Administrative Budget is to be 
adopted for the immediate succeeding fiscal year by June 30, and the final budget is to be 
adopted by August 31.  The purpose of the Semi-Annual Administrative Expense Report is to 
provide the Board an update on administrative expenses for the six-month period and to show 
a comparison between the expenses and the adopted budget.  Administrative expenses, 
including information technology (IT) costs, are reported annually on SCERS’ Statement of 
Changes in Fiduciary Net Position.   
 
DISCUSSION 
 
Administrative expenses for the second half of the 2016-2017 fiscal year were $3,622,000, 
compared with the first six months of the fiscal year of $3,283,000, a net increase of $339,000. 
SCERS operated well below the statutory administrative expense limit.  
 
The administrative expense limit is calculated based on the actuarial accrued liability (AAL) of 
the retirement system, and this amount is then compared with total administrative expenses 
less information technology (IT) costs. Based on SCERS’ total AAL of $9,436,090,000 as of 
June 30, 2016, the calculated administrative expense limit of twenty-one hundredths of one 
percent (0.21%) of AAL was $19,816,000 for the 2016-2017 fiscal year. Actual administrative 
expenses for the year were $6,905,000, less IT costs of $954,000 for a net $5,951,000, which 
is only six hundredths of one percent (0.06%) of AAL. Total administrative expenses of 
$6,905,000 compared favorably with the total annual administrative budget of $9,140,798.  
SCERS continues to manage administrative expenses in a consistent and prudent manner. 
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BACKGROUND 
 
Pursuant to Government Code Section 31580.2, the statutory limit for the budget year’s 
administrative expenditures shall not exceed twenty-one hundredths of one percent (0.21%) of 
the AAL of the retirement system. This statutory limit excludes the costs of administration 
expenditures for computer software, hardware and technology consulting services (IT 
expenses).  The Semi-Annual Summary of Administrative Expenses presents the expenses for 
the six-month period ended June 30, 2017 in comparison with the prior six-month period ended 
on December 31, 2016 as well as fiscal year 2016-2017 adopted administrative budget.   
 
The report includes columns representing ‘Administrative Expenses’ for the current and 
previous six-month periods.  Administrative Expenses includes amounts associated with both 
administrative costs and IT costs, which is consistent with the presentation of the audited 
financial statements. IT expenses are excluded from the calculation of the statutory limit of 
administrative expenses.     
 
ATTACHMENTS 
 
Semi-Annual Administrative Expense Report for the Six Months Ended June 30, 2017 
prepared by SCERS Accounting Staff. 
 
Prepared by:      Reviewed by: 
 
 
 
_____________________________  ____________________________ 
Kathryn T. Regalia     Annette St. Urbain  
Chief Operations Officer    Interim Chief Executive Officer   
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