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MEMBERS OF THE BOARD OF RETIREMENT
	
As of December 31, 2016 

Chair 
Brian Williams 

Elected by Safety Members. 
Present term expires 
December 31, 2018 

Trustee 
Donna Dunk 

Auditor/Controller/ 
Treasurer/Tax Collector 
Ex-Officio Trustee 

Trustee 
Michael Gossman 

Elected by General Members. 
Present term expires 
December 31, 2016 

Trustee 
Greg Jahn 

Appointed by 
Board of Supervisors. 
Present term expires 
December 31, 2017 

Trustee 
John Pels 

Elected by Retiree Members. 
Present term expires 
December 31, 2017 

Trustee 
Christel Querijero 

Elected by General Members. 
Present term expires 
December 31, 2017 

Trustee 
David Rabbitt 

Appointed by 
Board of Supervisors. 
Present term expires 
December 31, 2018 

Trustee 
Joe Tambe 

Appointed by 
Board of Supervisors. 
Present term expires 
December 31, 2017 

Trustee 
Robert Williamson 

Appointed by 
Board of Supervisors. 
Present term expires 
December 31, 2016 

Alternate Trustee 
Neil Baker 

Elected by Retiree Members. 
Present term expires 
December 31, 2017 
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COMMENTS FROM SCERA’S ADMINISTRATOR
	

I am pleased to present this summary of the Annual Financial Report for the year ending December 31, 2016. The 
Comprehensive Annual Financial Report (CAFR) provides a more complete overview of SCERA’s financial 
position and operating results and is available at the SCERA office or on-line at www.scretire.org 

Actuarial Funding Status 
SCERA’s funding objective is to meet benefit promises by achieving long term full funding of the cost of benefits, 
seeking reasonable and equitable allocation of those costs, minimizing volatility of contributions where possible 
and consistent with other policy goals, and obtaining optimum returns consistent with the assumption of prudent 
risk. Pursuant to provisions in the County Employees Retirement Law of 1937, SCERA engages an independent 
actuarial firm to perform actuarial valuations of the System annually. As of this latest actuarial valuation, the 
funding status (the ratio of System assets to System liabilities) is 85.5%. 

Investments 
It was another busy year for investments at SCERA. One of our projects for the year resulted from the Plan’s last 
Asset-Liability (A-L) study conducted in 2014, which identified a possible diversification benefit from the inclusion 
of private equity Infrastructure. Infrastructure includes assets such as toll roads, ports and power generation and 
often has regulated characteristics. The Board settled on a 3% ($75 million) allocation to core Infrastructure and in 
2016 we selected the Global Infrastructure Fund (GIF) managed by IFM Investors. SCERA made a commitment 
to GIF in 2016, was placed in an entrance queue and is anticipating funding this investment in late 2017. 

During the year SCERA selected a consultant, Global Trading Analytics (GTA), to evaluate fixed income 
managers’ trading costs. SCERA measures all of its managers after inclusion of trading costs and against a relevant 
benchmark. SCERA has received regular reporting on the Plan’s equity managers’ trading costs for years, as these 
costs are explicitly charged in the form of fees. GTA evaluated fixed income trading data from 2015 and 2016 and 
concluded that SCERA’s fixed income managers had managed their trading costs effectively and at a materially 
lower level than the average of their manager universe. 

Regarding SCERA’s investment managers, we ended the year with one manager on “Watch.” Managers are placed 
on “Watch” when SCERA’s confidence in the manager’s ability to add value is in question. This may be 
precipitated by a significant change in the investment team or process, an organizational change or performance 
concerns. In the summer of 2016 GMO, the Plan’s Global Asset Allocation manager, was placed on “Watch” 
primarily due to material changes in the investment process and senior staff and secondarily due to recent 
underperformance. While this manger is on “Watch”, SCERA will receive more frequent reporting. 

2016 was notable because SCERA funded an investment in its “Opportunistic” Allocation for the first time. The 
purpose for this allocation is primarily to capitalize on outsized opportunities resulting from significant market 
dislocations which we expect to be uncommon. Opportunistic investments are thought to be short- to intermediate-
term in nature and, as a result, not part of the long-term asset allocation. In late 2015 SCERA committed 3% of 
Plan assets to a private credit strategy offered by Davidson Kempner. This Fund is attempting to capitalize on the 
large sales of loans by the European banks as they comply with new regulation. During 2016, Davidson Kempner 
offered an additional fund that was spun off of the first. This new fund is investing in claims relating to a single 
entity and is denominated entirely in British Pound Sterling. The Board committed another 1% of Plan assets to 
this fund and hedged the currency exposure. 

For the year ended December 31, 2016 the SCERA investment portfolio experienced a return of 9.2% compared to 
a return of 2.0% for the year ended December 31, 2015, ahead of our long-term assumed investment rate-of-return. 
While we monitor our near-term performance versus this long-term target we know that short-term results will vary 
from this objective, sometimes significantly. We continue to be confident in the ability of the Plan’s portfolio, with 
our mix of assets, to achieve the assumed investment rate of return over the long-term. The SCERA fund annualized 
rates of return over the last 3, 5, 10 and 20-year periods were 5.8%, 10.3%, 5.5% and 7.0%, respectively. 
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Operations 
In 2015, SCERA created a Chief Legal Counsel position, which is an at-will position that is employed directly by 
SCERA and exempt from civil service. We worked with Sonoma County to develop a contract for the provision of 
benefits and inclusion in the County’s Salary Resolution. We hired someone into the position, however, 
circumstances arose that resulted in his resignation. We are pleased to announce the hiring in 2016 of David Lantzer 
to fill this position. David comes from Orange County Employees’ Retirement System with nearly ten years of 
CERL system legal experience.   

In other organizational changes. SCERA created the position of Chief Investment Officer and promoted Jim Failor 
into the position. We also created a Member Services Manager to oversee the Member Services section and 
promoted Jackie Purter to fill that position. The Assistant Administrator position was expanded and the 
management structure was reorganized so that the Member Services Manager, Accounting Manager and 
Department Information Systems Manager report to the Assistant Administrator. These structural changes were all 
contained in SCERA’s Strategic Plan and we are very pleased to have accomplished them. Finally, we hired 
Rebecca Lankford to fill the Administrative Aide position vacated by the retirement of Phyllis Reason.  

2016 was a year of pension administration system changes, with many of our participating agencies negotiating 
contributions cost sharing arrangements with their employees. These arrangements require analysis by SCERA’s 
actuary as well as programming of our pension administration system to ensure that we receive the correct amount 
of contributions and attribute them to the correct source. 

Retirement Board 
2016 was a relatively quiet year for Board changes. SCERA was pleased with the re-election of Michael Gossman, 
a General Elected Member and the reappointment of Robert Williamson, an Appointed Member, each for another 
three year term. The Board officers consist of Brian Williams, Chair, and Michael Gossman, Vice Chair, and our 
Investment Committee officers consist of Greg Jahn, Chair, and Brian Williams, Vice Chair. 

Popular Annual Financial Reporting Award 

The GFOA has given the Popular Annual Financial Reporting Award (PAFR) to SCERA for the fiscal year ended 
December 31, 2015. The PAFR is sent to all SCERA members and includes highlights of the annual CAFR. We 
are very pleased to have received this prestigious national award. 

Respectfully submitted, 

Julie Wyne 
Retirement Administrator 
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FIDUCIARY NET POSITION RESTRICTED FOR PENSION BENEFITS
	
(All $ in Millions) 

Fiscal year 
ending 12/31 

Total Fund 
Net Position 

Increase (Decrease) in 
Net Assets 

2016 $2,414.8 $ 132.7 

2015 2,282.1 (11.4) 

2014 2,293.5 70.7 

2013 2,222.8 317.9 

2012 1,904.9 195.1 

2011 1,709.8 (43.0) 

2010 1,752.8 480.3 

2009 1,272.5 215.4 

2008 1,057.1 (570.1) 

2007 $1,627.2 $ 114.9 

Fiduciary Net Position represents the net assets at fair value available to pay benefits. 
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INVESTMENT RETURNS 


PENSION BENEFIT ASSETS AND INVESTMENT RETURNS 

(All $ in Millions) Fiscal Year Ended December 31, 2016 

Market Percent 2016 3-Year 5-Year 
Value Actual Return Return Return 
$ 452.3 18.3% 4.4% 3.1% 3.6% 

Benchmark: BC Aggregate 2.7% 3.0% 2.2% 
338.7 13.7% 7.4% 10.1% 11.2% 

Benchmark: NCREIF ODCE Index 8.8% 12.1% 12.2% 
767.1 31.0% 16.6% 10.8% 17.1% 

Benchmark: Russell 3000 12.7% 8.4% 14.7% 
385.1 15.6% 3.9% -1.3% 7.0% 

Benchmark: MSCI AC World ex-US IMI 4.4% -1.4% 5.4% 
439.7 17.8% 9.9% 3.4% 9.3% 

Benchmark: MSCI Global Equity Blend 8.7% 3.4% 9.6% 
32.8 1.3% N/A N/A N/A 
55.7 2.3% 0.3% 0.2% 

$2,471.4 100.0% 9.2% 5.8% 10.3% 
Benchmark: SCERA Policy Index 8.0% 5.3% 9.2% 

Investment 

0.1% 

Fixed Income 

Real Assets 

Domestic Equity 

Non-U.S. Equity 

Global Equity 

Opportunistic 
Cash 
Total SCERA Fund 

This chart shows the fair value at fiscal year end, the actual percent of each asset type as a percentange of the entire portfolio and 
the investment returns for 1-year, 3-year and 5-year periods. The returns are shown before investment fees and administrative 
expenses. Benchmarks are market return comparisons for similar investments to the SCERA investment portfolio. The SCERA Policy 
Index provides an overall market return measure for the SCERA fund and represents the weighted average market return for SCERA 
investment classes. 
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FUND REVENUE 

(All $ in Millions) 

Fiscal year 
ending 12/31 

Employer 
Pension 

Contributions 

Employee 
Pension 

Contributions 
Net Investment 
Income (Loss) Total 

2016 $63.6 $40.8 $ 190.0 $294.4 

2015 68.2 38.7 34.6 141.5 

2014 61.2 37.1 117.7 216.0 

2013 51.9 35.5 370.2 457.6 

2012 $45.1 $36.9 $242.6 $324.6 

The primary sources of funds to finance retirement benefits are accumulated through income on investments 
and through the collection of employee and employer contributions. 

Net Investment Income is the total interest and dividends earned by all investments as well as the change in 
fair value of all investments, less investment fees. 
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  Fiscal year 
ending 12/31 

Pension 
 Benefits Refunds Admin &

Other Expense  Total 

2016 $155.2 $2.3 $4.2 $161.7 

2015 147.3 2.1 3.5 152.9 

2014 140.4 1.3 3.6 145.3 

2013 134.3 1.6 3.8 139.7 

2012 $123.8 $2.1 $3.6 $129.5 

 
The primary uses of assets are the payment of pension benefits to retirees and their beneficiaries, refund 

 of contributions to former employees, and the cost of administering the system. 
 
 
 
 

 
 
  

FUND EXPENSES
	
(All $ in Millions) 
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FUNDED RATIO
	

Actuarial Valuation Funded Ratio Date 

12/31/16 85.5% 

12/31/15 84.9% 

12/31/14 86.3% 

12/31/13 81.8% 

12/31/12* 79.0% 

* 	 The December 31, 2012 Actuarial Accrued Liability was recalculated by the Actuary to reflect the value 
of the elimination by the County of Sonoma of vacation and sick leave cash outs for all employees. This 
change resulted in a change of the funded ratio from 77.9% to 79.0%. 

HISTORICAL MEMBERSHIP 

Fiscal year 
ending 12/31 

Number of Active 
Members 

Number of 
Retired Members 
& Beneficiaries 

Average Annual 
Benefit Received 

2016 4,112 4,812 $32,961 

2015 4,071 4,653 32,286 

2014 3,922 4,506 31,739 

2013 3,833 4,394 31,210 

2012 3,620 4,258 $30,775 

Membership includes the total number of active employees paying into the plan and the total number of 
retired members and beneficiaries drawing monthly pension benefits. 

Average Annual Benefit is the average benefit received including the basic retirement pension plus COLAs.  
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ISSUED BY
	

Julie Wyne, Retirement Administrator 

Kelly Jenkins, Assistant Retirement Administrator 

Cathy Austin, Retirement Accounting Manager 

James Failor, Chief Investment Officer 

More detailed information can be found in the 
CAFR which is available at: 

SCERA 
433 Aviation Boulevard, Suite 100 


Santa Rosa, CA 95403 


or on our website at www.scretire.org.
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