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Overview of SACRS

• Non-profit association established 
in 1954

• Membership consists of 20 counties 
in California 

• County retirement systems are 
governed by the 1937 Act
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SACRS Counties – 75% of CA Population
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Overview of SACRS

• $100 billion in assets, which is larger 
than 46 of 50 state retirement systems

• Benefits for 400,000 County employees 
and retirees
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SACRS Retiree Health Care vs Pension

• Retiree health care varies among 
SACRS’ systems:

Benefits vary from no coverage to 100% 
coverage
Sponsor is either the County or the 
Retirement System
Funding varies from 0% funded (pay-as-
you-go) to 100%

• Average pension funding within SACRS 
is 86% as of 6/30/06.
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% Funded – What Does That Really Mean?

• 100% funded means the system has all of 
the money needed to pay benefits to all 
current employees and retirees until they 
and their spouse dies (40-60 years out).

• 0% funded, also known as pay-as-you-go, 
means that as soon as money comes into 
the system from the County and/or 
employees, it immediately goes back out 
to pay current retirees’ benefits.
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Long Term Funding Is Appropriate 

How many of you paid cash for 
your house?  Why not?

How many took out a 15, 20, 30 or 
40-year mortgage?  Why?

Those are the same reasons why 
we fund pensions over time!
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All Public Pensions in California

CalPERS CalSTRS SACRS Independent TOTAL:
State Employees 300,000 300,000

* Local Public Agencies 300,000 100,000 400,000
School Employees 400,000 400,000
School Educators 600,000 600,000
County Employees 300,000 300,000
University of CA 100,000 100,000
Retirees 500,000 200,000 100,000 100,000 900,000

TOTAL: 1,500,000 800,000 400,000 300,000 3,000,000

* Includes a small number of County employees

CALIFORNIA's PUBLIC EMPLOYEES and RETIREES
Numbers are Rounded
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U.S. Health Care System is Broken

• Health care costs are a national
problem that affects everybody

• Has been a problem for the past 40 
years – identifying feasible, long term 
solutions that go to the core driver of 
the public retirees’ health care 
problem may take longer than the 1-
year life of this Commission
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Health Care Costs Outpacing All Others

From 1960 – 2003:

• Health care costs have increased 
twice as fast as inflation in the U.S. 
(1,232% vs. 515%)

• Share of U.S. economy devoted to 
health care has tripled (5.1% to 15.3% 
of GDP)

Ref: U.S. Health and Human Services’ Office of the Assistant Secretary for Planning and Evaluation (ASPE), 
May 2005 “ASPE Issue Brief” located at http://www.aspe.hhs.gov/health/MedicalExpenditures/index.htm.
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The Bigger Taxpayer Problem in CA

It is prudent to look at funding shortfalls and 
develop a plan, however:

• Private Citizens:  Taxpayers pay for health 
care for 37% of Californians under 65 yrs 
old  (21% have no insurance + 16% have 
MediCal)

• Compared to Public Retirees:  Less than 3%
of Californians are public retirees

References: (1) California HealthCare Foundation (CHCF), “Snapshot of California’s Uninsured – 2006”
found at http://www.chcf.org/documents/insurance/CAUninsured06.pdf and (2) CA’s Dept of Finance’s 
Demographics Report and public pension systems’ CAFRs to determine the percent of public retirees.
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What’s Wrong With This “Picture”?

Analogy:  Your car is broken.  
Instead of putting in a new 
engine that costs a lot but 
will fix it for the long term, 
you replace its tires because 
they are worn out and they 
are cheaper.  However, the 
car still cannot run.

Broken Engine = Broken health care system in 
California

Tires Don’t Have 100% Tread = Public retiree 
health care benefits not 100% funded
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Add Medicare to the Taxpayer Problem

• Medicare primarily provides health 
care for those older than 65 years old

• Medicare is projected to run out of 
money in 12 years (in 2019); this year 
expenditures start exceeding revenues

• While Medicare is a federal program, if 
our citizens do not have health 
insurance, the State’s 58 counties must
provide them health care services at 
taxpayers’ expense (W&I Code17000)

Reference: Medicare’s 2007 Actuarial Report adopted by their Board of Trustees and is   
located at www.ssa.gov/OACT/TRSUM/trsummary.html.
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Growing Concern for Everyone …
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SACRS is Proactive – Pre-Funding Solution

• In 2006, SACRS addressed retiree 
health care funding concerns by 
writing AB 2863, which Governor 
Schwarzenegger signed into law

• AB2863 authorizes:
1. County Board of Supervisors to hire a 

third party to set up a trust fund in 
order to fund post-employment 
benefits.

2. 1937 Act Retirement Boards to 
establish that trust fund.  
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Recommendations to Commission

Immediate Actions:
1. Direct agencies to pre-fund retiree 

health care using the same proven and 
successful funding model as public 
pensions; projection is an immediate 
35% discount due to investment returns

2. Encourage the Governor to consider 
signing into law bills that propose 
solutions to health care for all 
Californians such as AB8 and SB840, 
which will reach the Governor’s desk by 
September 2007
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Long Term Alternative – “Fix the broken 
engine, not the worn tires”. Request that 
state leaders partner up with private 
businesses, health care entities, taxpayers, 
labor and other stakeholders to identify 
feasible solutions for ALL Californians, not 
just public employees

Recommendations to Commission
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WARNING!

It is irresponsible and misleading
when analysts focus on only the
liability side of a plan without 
looking at the asset side of it, and 
the appropriate timeline to fund 
those liabilities!
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SACRS Summary

• Pensions:  SACRS retiree pensions 
are well funded and well run

• Health Benefits:  SACRS retiree 
health care funding, their level of 
benefits, and who sponsors them 
varies greatly among its 1937 Act 
systems

• One size does not fit all
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Final Thought

“I don’t know that there are any short 
cuts to doing a good job.”

- Former U.S. Supreme Court Justice 
Sandra Day O’Connor


