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Understanding your
contribution rate

s an SDCERA member, your
‘N contribution rate is based on
entry age and member

classification (General Tier A or
Tier 1, or Safety). Most members
have an offset that further reduces
their deduction. The offset is the
percentage of the required
contribution rate that bargaining
units have negotiated for members.
Those not represented by a union or
another labor organization also
receive an employer-paid offset.

Generally, the contribution amount
deducted from your paycheck is a
percentage of earned gross biweekly
salary less any offset. When you
reach five years of continuous service
credit, your offset increases and the
amount you pay decreases. For an

example of how this
works, look at the
case study below.
Compare Ann’s
current contribution
deduction to what

it will be after she
accrues five years

of continuous service.

To calculate your own
current contribution rate, visit
www.sdcera.org and use the
contribution calculator. You
will need to know your SDCERA
entry age, bargaining unit and
hourly or biweekly salary to use
the calculator. The SDCERA
Call Center (619/515-0130)
can verify this information
for you.

Ann is 31 years old and has worked for the County of San Diego in the Department of
General Services for four years. She is a full-time employee, and her biweekly salary as
an intermediate clerk typist is $1,000. As a General Tier A SDCERA member, Ann pays
about S50 into her retirement account each paycheck. Once Ann completes five years of
continuous service, she’ll receive her full employer-paid offset, which will reduce the
amount she pays biweekly to about $12.

Ann’s biweekly
contribution

Prior to five years
of continuous service

8.33%
3.50%
4.83%, or $45.71

After five years of
continuous service

8.33%
7.00%
1.33%, or $12.59

Ann’s contribution rate
Employer-paid offset
Ann pays




Dissolution of marriage

payable only to members or their beneficiaries

and cannot be paid to others. The law
recognizes an exception to this rule in the case of
dissolution of marriage. Because retirement benefits
earned during marriage are considered community
property assets, they must also be considered in the
property settlement agreement.

If a marital dissolution action has been filed, you
should notify SDCERA of the pending action.
There are several legal requirements and procedures
that you must follow.

* You must submit joinder to SDCERA. Joinder
is a legal process that names SDCERA as a party to
the action in the dissolution proceeding under the
California Family Code.

* You must submit a draft of a Domestic Relations

Order (DRO) to SDCERA for approval prior to

signing and filing it with the court. A DRO is
a legal document, signed by all parties
and a judge, that stipulates how
retirement benefits will be
divided. Upon your or your
attorney’s request, SDCERA
provides model DRO language
to guide practitioners drafting
orders. Other language may be
used as long as it is consistent
with the applicable terms of
retirement law. SDCERA
requires a certified
DRO prior to your
retirement.

S DCERA retirement benefits are generally

* If your SDCERA benefit must be divided,
either by agreement of the parties or as determined
by the court, you must select a method of dividing
community property. Active members have two
options and retired members who are receiving a
benefit have one option. The options for active
members are:

Method A: Separate Account

This method allows the community property
interest in a member’s pension to be divided
immediately by separating the retirement service
credit and employee contributions accrued during
the marriage into two separate accounts. One
account is in the name of the member and the
other is in the name of the nonmember former
spouse. The member’s highest average compensation
will be used in calculating the former spouse’s final
benefit. The nonmember former spouse can retire
when he or she is eligible, regardless of whether the
member has retired.

Method B: Shared Payment

The shared payment method is commonly
known as the “time rule” or “Brown Formula.”
Once community property interest is determined,
the amount payable to the nonmember former
spouse is based on an actuarial calculation of a
straight life annuity. The nonmember former spouse
receives his or her community property interest as
a benefit once the member retires.

Method C: For Retired Members

Retired members must use this method. A
DRO can be structured to divide a retired member’s
retirement payments until his or her death. When
a retiree dissolves his or her marriage, the former
spouse is no longer the “surviving spouse” and
therefore is not eligible to receive benefits upon
the member’s death.

SDCERA member retirement account
records are confidential. To release information
about a member’s account, SDCERA must
have either a subpoena or a written request from
the member specifying the information that is
needed. SDCERA does not provide actuarial
valuations of retirement benefits.

If you have additional questions about how
divorce affects your retirement benefit, contact
the Call Center at 619/515-0130. =



New Board
of Retirement
members

Two new Board members and
the alternate retired member
elected in May begin their
terms on July 1. Each will
serve a three-year term.

Second seat,
General member

Douglas Rose
was elected to
the second seat
in the General
member
election. This
election included five candidates
from five different County
departments.

DOUGLAS ROSE

Eighth seat,
retired member
James W.
Feeley ran
unopposed for
the eighth seat.
Mr. Feeley has
served on the
Board of Retirement for 16
years. He was a General member
representative for nine years, and
since his retirement, has been
elected to represent the retirees.

JAMES W. FEELEY

Alternate eighth
seat, retired
member

Three
candidates
ran for the
newly adopted
position of
the alternate eighth seat, retired
member. George S. Shoemaker
will represent retirees on the
Retirement Board whenever the
retiree Board member is absent.

GEORGE S. SHOEMAKER

Estate planning:
why it's important for you

ost people think they

don’t have enough money to

need an estate plan, or that they don’t have to

worry about preparing one until they retire. Not true. An

estate plan helps you manage what you own during your

lifetime and enables you to leave what you have to

whomever you want—when and how you want. If you

don’t have a plan in place, the probate court may end up

deciding how your assets are distributed after your death,

which may not match what you intended.

. . . . . . .
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Educate yourself and

determine your needs

First, it’s important to
understand the documents that
make up a comprehensive estate
plan, including a will or living
trust, power of attorney and
guardianship of your children.
For information on these and
other aspects of estate planning,
conduct research in financial
planning books, magazines and
on the Internet. In addition,
financial planning professionals

address estate planning at the
retirement planning workshops
offered by SDCERA throughout
the year. Workshop dates and
registration forms are posted on
the SDCERA web site. You can
also contact the Call Center at
619/515-0130 to enroll in an
upcoming workshop.

Once you have a good
understanding of all the pieces
that can make up an estate plan,
you must determine which of
those pieces are right for you and
your family. The design of your
estate plan depends on your

Continued on page 4
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Continued from page 3

objectives. Assessing what you
wish to leave to your family
and other beneficiaries and
determining your other needs
will help you decide which
estate planning documents are
necessary for your situation.

STEPO.......

Decide whether a will or
living trust is best for you

What is a will?

A will is a document that
identifies how you want your
money and property to be
distributed when you die. A
will also names an executor,
usually a family member or
close friend, who is competent
in handling financial and legal
matters. Choose someone whom
you trust to distribute your

assets according to your wishes.

When you die with a will, your
estate must go through probate.
Probate is the court-supervised
legal process during which the
executor must pay your existing
debts and taxes and distribute the
remaining property according to
your will. The probate process
takes anywhere from six months
to two years to complete, and it
involves paperwork and court
appearances by attorneys. The
attorneys and court fees are paid
from the estate. Probate costs are
usually 4% to 8% of the market
value of the total estate.

It is important to know that
accounts for which you have
designated a beneficiary—such as
IRAs, retirement plans or life
insurance—are not controlled by
your will and therefore do not go
through probate. These types of

assets are passed directly to the
named beneficiary when you die.

What is a living trust?

A trust is an arrangement under
which one person, a trustee, holds
title to assets for another person,
a beneficiary. When you set up
a living trust, you become the
grantor, and only you can make
changes to your trust. You must
name a trustee, which can be
yourself, someone else or a
corporate entity such as a bank
or trust company. You will also
need to name a successor trustee
to act as the executor of your
living trust when you die.

Upon your death, the successor
trustee transfers your assets in t
he trust to the beneficiaries
according to the terms that
were set forth in the trust. Assets
held in a living trust do not go

Wil v living trusts TP

With a living trust:

Cost to prepare documents

$80-$120

$500-52,000, depending on your assets

At death

Probate: debts paid and assets distributed
by executor according to your will

No Probate: debts paid and assets distributed
by successor trustee according to your trust

Court costs and legal fees

Your estate pays all court costs, legal fees and
executor fees (probate fees estimated at 3%-8%
or more of estate’s total market value)

Usually none

Time

Usually 9 months to 2 years
before heirs can inherit

Can be just weeks (larger estates may take
longer for estate tax filing)

Flexibility and control

Will can be changed until incapacity. Will must be
proved valid and can be contested. Assets
transfer to probate court upon your death.

Trust can be changed or discontinued until
incapacity. Trust is more difficult than a will
to contest. Assets remain under control of
the trust at incapacity and pass directly to
your named beneficiaries after your death.

All decisions and financial transactions
require court approval.

Privacy Court proceedings are public record. Family can be Living trusts are not public record.
exposed to disgruntled heirs, unscrupulous solicitors.
Minor child Court controls inheritance for minor children. Trustee you select manages inheritance and

provides funds for expenses until child
reaches age you specify.

Court costs and legal

fees for minor child

Court and attorney usually involved until child reaches

legal age. All costs paid from child’s inheritance.

Minimal

Adapted from Understanding Living Trusts by Vickie and Jim Schumacher



through probate, so there are no
court fees to pay and no public
record of the value of your estate.

Many attorneys suggest having
a will as a backup to a living trust.
This backup will should specify
who is to receive assets that are
not owned by the trust. If you
don't have a will, any property
not held in the trust will go to
your closest relatives in an order
determined by state law—uwhich
may not be the way you would
have chosen.

STEPo.......

Make other estate

planning decisions

If you have a minor child,
you need to name a guardian in
case something happens to both
you and your spouse. This is an
important decision and should be
carefully considered. The person
you name as your child’s guardian
should be in good health, have
the resources to raise your child
(both time and money) and have
a similar parenting philosophy to
you. Most important, you should
ask the guardian if he or she is
willing to accept this responsibility.

You also need to decide to
whom you will grant power of
attorney in case you become
incapacitated and are no longer
able to make decisions concerning
your health care or finances.
There are several types of power
of attorney. Limited power of
attorney grants specific and
usually narrow rights. Ordinary
power of attorney gives broader
power over your finances.
Durable power of attorney gives

even broader control. Enlist the
help of your lawyer to determine
which type of power of attorney
is right for you. The person you
give power of attorney to should
be a family member or friend
whom you trust to make financial
decisions for you. You can also
grant power of attorney to an
accountant or lawyer. Laws
concerning power of attorney
vary from state to state, so make
sure your document is valid in
the state where you reside.

STEPG.......

Draft the documents
Preparing estate planning

documents is not a do-it-yourself

job. Hiring an attorney who

specializes in estate planning

to develop your documents is

essential. Fees will vary depending

on the documents you need

prepared. Ask your attorney

to estimate the charges for the

documents you need before

work begins. If you don't have

an attorney who specializes in

estate planning, seek a referral

from friends and colleagues

who have gone through the estate

planning process.

STEPO"""

Implement and

maintain your plan
Obtain all the necessary
signatures in order to put
your estate plan into action.
Once the documents are
signed, your attorney should
keep the original documents
and you should keep copies

in a safe location. Write a letter of
instruction to a spouse or family
member indicating where all the
original documents are located.

Events such as marriage,
divorce, moving to a new state,
death of your spouse and the birth
or adoption of a child should
prompt you to adjust your estate
plan. Even without such an event,
you should review your estate plan
every few years. If necessary, your
attorney can amend a will or
revocable living trust.

STEPO.......

Discuss your decisions

with family members

The most important discussion 5
you will have regarding your estate
planning documents is not with
your attorney, but with your
family. Once your plan is written,
create an open dialog with family
members so everyone understands
your wishes. Make sure they
know whom you have named for
power of attorney, guardianship
of your children, and as trustee
or executor of your estate. This
communication can eliminate
unnecessary frustrations and delays
when your beneficiaries need to
activate your estate plan. ==
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ollow the progress of
these and other bills on

the Internet by visiting the

California legislative information

site at www.leginfo.ca.gov.
The status of these bills may
have changed since the
printing of News.

California conforms

to EGTRRA

AB 1122 and SB 657 have been
signed into law by the governor.
These bills amend the state’s
revenue and tax codes and bring
California into conformity with
the federal Economic Growth
and Tax Relief Reconciliation
Act (EGTRRA) of 2001. Both
laws are effective immediately.

One of the provisions of
EGTRRA allows SDCERA to

w on the

2002 Legislative Highlights

accept rollovers from eligible
deferred compensation plans,
such as the County’s 457 plan,
for purchase of eligible service
credit. SDCERA will be taking
steps to implement this new
provision in our plan as quickly
as possible.

New Safety

member status

AB 2023 is a new bill under
consideration. This bill would
allow the County Board of
Supervisors to include local
prosecutors, public defenders

and public defender investigators

as Safety members.

Disability from

biochemical substances
AB 1847 is a new bill under
consideration. This bill would

eb

amend the '37 Act Law and
the Labor Code to include a
presumption that peace officers
or firefighters who become ill
after being exposed to a
biochemical substance

have a job-related

disability.

www.sdcera.org

Click here to learn about the basics of
SDCERA membership, including membership
classifications and tier formulas.

The service retirement section features new

information regarding SDCERA retirement benefits
and the retirement process, including a meeting
/ calendar and meeting enrollment forms.

/

o ABOUT SDCERA / BENEFITS / MEMBER SERVICES | COMMUNICATIONS
-: SDCERA MEMBERSHIP / SERVICE RETIREMENT / RETIREMENT PLANNING BOARD AGENDA/MINUTES
: ORGANIZATION f DEFERRED MEMBERSHIP FAQs NEWSLETTER
£ RETIREMENT
° INVESTMENTS DISABILITY RETIREMENT CALCULATOR PUBLICATIONS
s CONTRIBUTION

CONTACT US HEALTH CALCULATOR FORMS
[}
-: BOARD ELECTIONS / SURVIVOR N.EWS. ® ANNUAL REPORT
_ / OTHER OUTREACH /
= / /
v New, comprehensive information Read the latest SDCERA news topics here.
° for deferred SDCERA members Previously released enhancement news is
: has been added. still accessible through a link on this page.
=
v



Answers to Frequently

Asked Questions

As a deferred member, am | eligible for the $3,500 lump-sum
death benefit payment?

This benefit is payable to retired members. Deferred members, once
retired, will be eligible for the lump-sum death benefit if their last active
service was with the County of San Diego.

When | retired, | selected the unmodified benefit option.
What will my spouse receive when | die?

An eligible spouse receives 60% of your retirement benefit as a monthly
continuance for life. An eligible spouse is someone you have been
married to for at least one year prior to your retirement date, or whom
you have been married to for at least two years prior to your date of
death and is at least age 55. If you receive a medical allowance, your
spouse may be eligible to receive a continuance of that benefit as well. If
your last active service was with the County of San Diego, your eligible
beneficiary will receive a lump-sum death benefit payment of $3,500.

Member account
statements mailed

DCERA mails member account statements to active and deferred

members at their home addresses each January and July. This

statement indicates your membership status, tier level, and total
contributions plus interest currently on deposit. The current total
contributions shown on your member account statement do not reflect
the benefit that you will receive when you retire. The factors that
determine your retirement benefit are your final compensation (average
highest 26 consecutive pay periods), service credit and age at retirement.

If you do not receive your statement by the end of July, SDCERA

may not have your current mailing address. If you're an active member,
update your address with your department’s payroll representative.
Deferred members should contact the SDCERA Call Center at
619/515-0130 or download the change of address form from
www.sdcera.org. ==

Board meeting date change

The Board of Retirement meeting for July has been changed
from July 4 to July T1. Meetings are held at 9:00 a.m. at the
SDCERA office, 14th floor, 401 West A Street, San Diego.
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Member comments and suggestions
should be directed to Larry Foos,
Communications Manager.

E-mail: communications@sdcera.org
or contact:

SDCERA

401 West A Street, Suite 1300

San Diego, CA 92101-7906
619/515-0130; fax 619/515-0138
www.sdcera.org

Chief Executive Officer
Brian P. White

Board of Retirement

E.F. “Skip” Murphy, Jr.
Chairman

David E. DeVol
Secretary

Michael Branch

Ralph B. “Skip” Coomber 111
James W. Feeley

Bart J. Hartman

Douglas Rose

Frank Russell Jr.

Marilyn A. Wiczynski

Retirement Board Meetings
First Thursday of each

month at the SDCERA office
Board Room, 14th Floor, 9:00 a.m.
July 11, 2002

August 1, 2002

September 5, 2002

Schedule of 2002
Retirement Payment Dates

Electronic
Month Mail Date | Deposit Date
June June 27 June 28
July July 30 July 31
August August 29 August 30
September September 27 September 30

SDCERA will make every effort to meet
this schedule; however, please verify
with your financial institution that the
deposit has been made to your account.




Net of fees: The returns shown are
the value after all money manager
fees have been paid.

Indices: Reports on indices of
various investment markets that
can be compared to SDCERA’s
returns in the same categories.

S&P 500: Standard and Poor’s index
that tracks the stock of 500 leading
U.S. companies. The S&P 500 is
widely considered to be the

benchmark of U.S. stock performance.

SDCERA's domestic equities returns
can be compared to this index. It is
also the index international equities
are compared to over time.

EAFE: The Europe, Australasia,

Far East (EAFE) Index reports
performance of international

stocks. EAFE is the international
equivalent to the S&P 500. SDCERA’s
international equities performance
can be compared to this.

Lehman Aggregate: Measures

the performance of fixed-income
securities (bonds). SDCERA’s fixed
income returns are comparable
to this index.

Asset allocation: Shows what
percentage of SDCERA' retirement
fund is invested in each category:
equities (stocks), real estate and
fixed income. Asset allocation is
an important factor of total fund
performance. The Board of
Retirement determines SDCERA’s
asset allocation.

Total assets under management:
The fund’s total market value
on a given date.

SOCERA

Supporting The
Membership

SAN DIEGO COUNTY EMPLOYEES
RETIREMENT ASSOCIATION

401 West A Street, Suite 1300
San Diego, CA 92101-7906

WO issues ago, we introduced
the expanded quarterly
returns and asset allocation
charts, which provide more
information on market returns
and SDCERAS fund. To help
you better understand the
charts, the Investment Report

INVESTMENT REPORT— Fund Performance

in this issue explains many
of these components.

In the next issue of News,
the Investment Report will
explain some of the differences
between institutional (public
pension plans) and individual
investing. ==

Returns for 1st Quarter 2002 (net of fees)

SDCERA RETURNS REXeIIEI L 1Year 3 Year 5 Year
Total fund 2.6% 3.3% 4.4% 9.0%

Domestic equities 21% 37% 3.4% 1.6%
International equities 5.8% 1.0% -1.5% 11%

Fixed income 0.1% 2.3% 7.5% 10.4%

1Ist Quarter 1 Year 3 Year 5 Year

——> S&P 500 0.3% 0.2% -2.5% 10.3%
| > EARE 0.5% -8.5% -5.3% 13%
> Lehman Aggregate 0.1% 5.3% 6.5% 7.6%

Asset allocation as of March 31, 2002

¢ Domestic equities 43.5%
Fixed income 19.7%
Alternative equities 4.0%

Real estate 7.0%

* International equities 25.8%

/ Total assets under management on March 31, 2002, were $3,738,200,000
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