
  
 
 
 
 
 
 
 
December 6, 2013 
 
 

 
NOTICE OF PUBLIC MEETING 

 
 
To:  Internal Governance Committee:   

Maria De Anda, Chair  
Joan Clendenin, Trustee 

  Donna Riley, Trustee 
 
From:  Rick Santos, Executive Director   
 
SUBJECT: StanCERA INTERNAL GOVERNANCE COMMITTEE 
 
 
The Internal Governance Committee will meet at 1:00p.m., Wednesday, December 11, 2013. 
 
The Committee will meet in the Conference Room at StanCERA’s Office, located at 
832 12th Street, Suite 600, 6th Floor, Modesto.  
 
AGENDA 
 

1. Discussion and Action to Approve the Revised StanCERA Bylaws  View   
 

2. Discussion and Action to Approve the Compensation Assessment Policy  View   
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For the Internal Governance Committee 
December 11, 2013 

TO:  Internal Governance Committee/Board of Retirement 

FROM: Dawn Lea, Benefits Manager 

I. SUBJECT: Compensation Assessment Policy 

II. ITEM TYPE:  Discussion and Action

III. STAFF RECOMMENDATION: Recommend to the full Board of Retirement acceptance of
the Compensation Assessment Policy

IV. ANALYSIS:   In January 2013, AB 340 and AB 197 (Public Employees’ Pension Reform
Act) was chaptered into law.  These new statutes set the standard for pension formulas for
new employees hired after December 31, 2012 and also included various aspects of pension
administration and reform for existing employees hired prior to January 1, 2013.

Part of AB 340 added section 31542 to the Government Code.  An excerpt from that section
follows:

“The Board shall establish a procedure for assessing and determining whether an 
element of compensation was paid to enhance a member’s retirement benefit.” 

This item is in response to that mandate.  Attachment 1 lays out StanCERA’s proposed
Compensation Assessment Policy.  Staff’s intent in drafting this policy was not to get locked 
into a quantification of what may and may not be considered pension spiking. Staff realized 
that there may be unique underlying circumstances in each case that could go beyond a naive 
formulaic approach to determine whether spiking is present. 

As such, the policy treats each determination on a case-by-case basis and relies on the 
following four principles to guide its decision: 

1. Inconsistent use of special pay elements at or near the end of one’s career

2. That frequency of the use of the elements over time appear to be random

3. Whether pay increases achieved at the end of one’s career are typically normal for
those job classifications

4. Whether those special pay elements were accumulated through work done on a
voluntary basis or whether the work was employer directed
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V. RISK:  None 

VI. STRATEGIC PLAN:  Refine StanCERA’s business and policy practices in ways that
enhance stakeholder awareness, the delivery of member services and the ability of the
Organization to administer the System effectively and efficiently.

VII. ADMINISTRATIVE BUDGET IMPACT:  Nominal increase in staff time required to
monitor the new policy

______________________________________ 
Dawn Lea, Benefits Manager 

______________________________________ 
Rick Santos, Executive Director 
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COMPENSATION ASSESSMENT POLICY
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Stanislaus County Employees’ Retirement Association Compensation Assessment Policy 

Purpose 
 
The purpose of this policy is to establish fair and impartial guidelines to be used in 
determining if an element of compensation was paid during a member’s highest final 
average salary period to enhance a member’s retirement benefit. 
 
Authority 
 
Government code §31542 states that the Board of Retirement (Board) shall establish a 
procedure for assessing and determining whether an element of compensation was 
paid to enhance a member’s retirement benefit.   
 
Procedure 
 
Upon application for retirement, StanCERA staff will perform a preliminary review of the 
member’s final average salary period to determine if it includes elements of pay that 
could be used to enhance a member’s retirement benefit. 
 
If initially, the final average salary period appears higher than other similar periods of 
time, StanCERA staff will analyze the cause of the increase.  StanCERA staff will rely 
on the following four principles to guide its decision: 
 

• Inconsistent use of special pay elements at or near the end of one’s career 
• That frequency of the use of the elements over time appear to be random 
• Whether pay increases achieved at the end of one’s career are typically normal 

for those job classifications 
• Whether those special pay elements were accumulated through work done on a 

voluntary basis or whether the work was employer directed 

StanCERA acknowledges that there may be valid reasons for pay increases at the end 
of one’s career.  As a result, StanCERA will look at each situation on a case by case 
basis and consider all relevant facts.     
 
As one example of the process, if the increase appears to be caused by the inclusion of 
specific elements of compensation, such as on call pay, shift differential, etc., a report of 
those specific elements of compensation will be used to compare the frequency of those 
elements of compensation during the final average salary period against other similar 
periods of time. 
 
If the analysis indicates that specific elements of compensation have been routinely 
paid to the member during the review period at or near the same frequency as seen 
during the final average salary period, the final average salary will be used to determine 
the member’s retirement benefits. 
 
If the analysis indicates that an element of compensation was paid to enhance a 
member’s retirement benefit, the member or the employer will be given the opportunity 
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Stanislaus County Employees’ Retirement Association Compensation Assessment Policy 

to present StanCERA evidence that the compensation was not paid for the purpose of 
enhancing the member’s retirement benefit.  The Executive Director will evaluate all 
evidence provided, and if in the opinion of the Executive Director, it still appears that an 
element of compensation was paid to enhance a member’s benefit, he/she will deny the 
use of the elements in calculating the member’s final average salary.  If the member 
disagrees with the decision of the Executive Director, the member may request that the 
item be placed on the agenda of a future Administrative Board meeting for discussion 
and action by the Board of Retirement.   
 
If the Board finds that the final average salary does not contain elements of 
compensation that were paid to enhance a member’s benefit, the final average salary 
will be used to determine the member’s retirement benefit. 
 
If the Board finds that the final average salary contains elements of compensation that 
were paid to enhance a member’s retirement benefit, those elements of compensation 
will not be allowed in the final average salary calculation and will not be used to 
determine the member’s retirement benefit. 
 
Upon final determination by the Board, that compensation was paid to enhance a 
member’s retirement benefit, the Board shall provide notice of that determination to the 
member and employer.  The member or employer may obtain judicial review of the 
Board’s action by filing a petition for writ of mandate within 30 days of the mailing of that 
notice. 
 
If any element(s) of pay, during the final average salary period, are still being evaluated 
at the time that the member’s application would normally be processed for inclusion 
onto the retiree  payroll, StanCERA will process the application, excluding the 
element(s) of pay in question, to avoid delay in the member receiving their first benefit 
payment.  If, upon completion of the evaluation, it is determined that the element(s) of 
pay should have been included in the final average salary, StanCERA will recalculate 
the final average salary, including the additional element(s) of pay.  The new benefit 
amount will begin with the next payroll process after the determination has been made 
and the retiree will receive a retro-active payment of the difference. 
 
POLICY APPROVAL DATE:  December 11, 2013 
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