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PR E S I D E N T ’ S  M E S S A G E :
By Annette Paladino

     Hello, Retirees:   I hope this message finds 
you recovered from the shock of filing your 
2016 income taxes based on the surprise 
report of an extra payment! As you are 
aware, SBCERS departed from its usual 
policy and reported 13 retirement payments 
on our 1099-Rs. This decision resulted in a long list 
of financial consequences for retirees.  As I said publicly at a 
recent Board meeting, I am deeply troubled that the thought 
process supporting this decision seemed to be driven more by a 
desire to protect staff CPA licenses than by a sense of fiduciary 
duty to retirees. I also feel that the legal analysis of claimed IRS 
risk to the system was incomplete and unconvincing. Finally, 
I find that staff’s decision to depart from usual reporting 
procedures is fraught with serious failures, including the 
following:
•	 Failure of the SBCERS CEO, an experienced CPA, after 3 

years on the job, to personally fully understand payroll 
and tax reporting procedures so as to raise any suspect-
ed IRS compliance risks early in his tenure  [Note: the es-
tablished policy raised no threat of IRS risk for 30 years.]

•	 Failure of the CEO to timely train the newly hired pay-
roll controller on the tax reporting policy to enable full 
discussion of any imagined IRS compliance issues well 
before year end.

•	 Failure of the SBCERS payroll controller – also a trained 
CPA - to timely become sufficiently familiar with payroll 
and year-end accounting procedures to anticipate IRS 
compliance concerns and act to direct deposit funds on 
January 3, 2017 instead of December 30, 2016.

•	 Failure by the CEO and the payroll controller to recog-
nize the impact of the federal tax reporting on other re-
porting operations resulting in 1) incorrect reporting to 
the California Tax Franchise Board and 2) the issue of 3 
months of incorrect earning statements to retirees.

•	 Failure by the CEO to choose a benevolent “phase-in 
change” by following usual reporting procedures for 
2106 and 2017, and eliminating a December 31, 2107 
direct deposit.

•	 Failure by the CEO to recognize consideration of depar-
ture from a successful 30-year tax reporting policy as a 
circumstance requiring trustee input.

Continued on page  5 SEE “president’s message”…

Directions to the Santa Maria Inn from Santa Barbara:
Take U.S. 101, either directly or by Hwy 154, into Santa Maria.   
Take exit 170 to Stowell Road.  Keep right at the fork and merge 
onto East Stowell Road.   Continue about 1 mile to Broadway 
and turn right for another 0.4 miles to Morrison Avenue, the 
first traffic light.  The Santa Maria Inn will be on your left across 
Morrison Avenue.  Turn left onto Morrison Avenue and go into 
the parking structure for lots of free parking.

FRIDAY
June 16, 2017

PLEaSE makE RESERvaTioNS By: 
June 8, 2017

please use the reservation form on page 7
Cost: $15.00 per person

($20.00 per person at the door)

GOt 1099-R tAlES?
Earlier this year SBCERS retirees were hit with varying 

impacts resulting from the decision to issue the IRS form 1099-
R for calendar year 2016 reflecting income from 13 monthly 
pay periods, with the plan to report only 11 monthly pay 
periods for 2017 on the 1099-R to be issued in early 2018.   We 
would like to collect your fresh accounts of how this decision 
has affected you and your family, thus far.   

RESBC recognizes that the full net impact will not be known 
for most retirees until after the tax filing season in 2018.  What 
income related thresholds, if any, have you crossed for 2016?  
Medicare?  Social Security?  Section 8 housing?  Deductible 
medical expenses, or other incidental expenses?  We will ask 
you again in 2018.

Please send your responses to: AnnetteAPaladino@gmail.com. 
Please use “RESBC 1099-R Tales” as the subject line.



Status of the Pension Fund: 

 For the period July 1, 2016 to March 30, 2017, the pension 
fund increased by 7.36% to $2.7 billion. With one quarter 
remaining in the fiscal year,  (during which time anything can 
happen) the fund appears to be on its way to meet the current 
assumed rate of return at 7.5%.

Speaking of returns, I am occasionally accosted, or rather, 
approached,  by financially savvy retirees who want to know why, 
when the stock market has been doing so well and their personal 
portfolios, including their deferred compensation investments, 
are growing at a fair clip, the pension fund is inching along.   So 
here goes:  For starters, consider that your investment return is 
correlated to your risk tolerance, and (very) generally speaking, 
higher risk is rewarded with higher returns. 

Next, how a personal portfolio is invested is usually a decision 
between you and your advisor, NOT a nine person board with 
varying tolerance for risk.   In the public arena, the general 
investment consultant assesses the Board’s tolerance for risk, 
and recommends a diversified portfolio of investments at the 
acceptable level of risk.  So, for example, a portfolio with high 
allocations to equities  and “alternative investments” could 
well lead to higher returns in the long run, at higher risk and 
increased volatility, which might not be acceptable to a majority 
of Board members.  Note that SBCERS has a long time horizon, 
and its compounded annual return over a 30 year period is 
8.25%.   

SBCERS is currently reviewing the investment portfolio and has 
approved the general investment consultant’s recommendations 
to consolidate asset classes and to allow  flexibility in the 
allocation within each of five asset classes - equity,  fixed income, 
real assets, private equity and real estate. The recommendation 
is expected to  result in  a reduction in the number of fund 
managers which currently stand at twenty three. To date, the 
Board has approved the restructuring of the Fixed Income class 
which will include a new strategy (for SBCERS) - direct lending, 
to be discussed further at upcoming meetings. 

Recent Hot topic- 1099-R Issue

As everyone knows by now, retirees who receive pension 
payments through direct deposit received an  end of year tax 
statement reporting 2016 pension payments which included an 
additional month’s pay. Over the course of three SBCERS board 
meetings, many retirees turned out to let the Board of Retirement 
know how this reported extra payment impacted not only their 
taxes owed but also their lives. We heard from the retiree who 
spoke of the possibility of losing Section 8 housing because 
the extra income reported to the IRS and FTB would exceed 
the level which qualifies for housing assistance. Many persons 
spoke of how extra reported income could raise their Medicare 
payments, and possibly lower their social security benefits, one 
leg of the “stool” on which retirement security is based.   Some 
persons received distributions from their 401k funds (required 
when you reach the age of 70 1/2 years) and now would pay even 
more tax, plus penalties for under withholding taxes. We also 
heard from a retiree who could not claim the allowed deduction 

for high health care expenses because 
the  extra reported income raised the 
qualifying threshold.  By the time this 
was all heard, three Board meetings 
later, the tax filing deadline was almost 
upon us.  We won’t know the net effect 
of 13 reported benefit payments in 
2016 and 11 payments in 2017 on 
affected retirees until next year, after the taxes for 2017 have 
been filed.   I look forward to seeing many of you who came to 
the hearings under happier circumstances, perhaps at our next 
quarterly luncheon in June.

Please email me at  zcholmondeley@gmail.com  with any 
questions or comments.
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By Zandra Cholmondeley, SBCERS Retiree Trustee

By Mark Brickley, RESBC Secretary

In late April, the RESBC Board of Directors attended 
the statewide conference of the California Retired County 
Employees Association (CRCEA) held in Ventura.   CRCEA 
draws membership from the 20 California counties whose 
retirement systems are organized under the rules of the 
County Employees Retirement Law of 1937.  The statewide 
conferences are held in the spring and fall and serve to 
update the membership on issues critical to county retirees, 
and particularly public pensions.

The Ventura conference program included an overview 
of the pension system demographics, a review of pending 
legislation targeting public pensions, as well as general health 
and safety topics geared for the active retired community.  
One such presentation highlighted Channel Islands National 
Park right off our coast, and accessible through public 
transportation located in Ventura County.  (See:  https://
www.nps.gov/chis/index.htm.)   Another presentation was 
from lead trial attorney (Michael J. Bidart) in the class action 
lawsuit against the California Public Employees Retirement 
System (CalPERS) over handling of their long term care 
insurance program.  The case is on calendar in Los Angeles in 
early June for a Motion for Summary Judgment by CalPERS.  
If that is denied, the case will go to trial on the merits in 
October.  (See:  http://www.calpersclassactionlawsuit.com/.)   

Next spring, RESBC will host the three day CRCEA 
conference in April, 2018 at the Fess Parker Doubletree 
Hilton on Santa Barbara’s waterfront.  There will be lots of 
opportunities to become involved with the conference.  We 
will need RESBC volunteers to help make it successful.  Stay 
Tuned!  More information will follow in future newsletters 
and luncheon meetings about how you can participate in the 
fun.

CRCEA  
Spring Conference
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REtIREE tRAVEl ClUB NEwS
The Travel Club is a group of County retirees (couples and singles) who like to 
travel with friends. There are no club dues or fees.  Our goal is to find moderately 
priced tours that offer interesting activities and down time for relaxation. This 
July, we will travel to Galway, Cork and dublin ireland. in October, retirees 
will eat, drink and cook in romantic italy. if you are interested in either trip, contact Annette for more 
information at 805-448-4955 or annetteaPaladino@Gmail.com.

 A WeeK In IReLAnD: Galway, Cork and Dublin. 8 days - July 11-July 18, 2017
 

This tour visits the quaint towns of Cork and Galway, the majestic Cliffs of Mohr, visits castles, “kisses the 
Blarney Stone” and ends with an obligatory “pint” in the legendary Temple Bar pub in dublin!!! 

FOOD AnD WIne TOuR
nORTHeRn ITALY- ITALIAn RIVIeRA - Oct. 14, 2017 - 12 days, 14 days w/ extension to 
Venice  

This trip concentrates on the food and wines of Northern italy, but also offers much to “non-foodies” 
and those who don’t drink wine. The tour visits Turin, site of the 2006 Winter Olympics and home of 
the “Shroud of Turin” believed to be the burial shroud of Christ; Barolo and Valpolicella- famous for 
italian red wine, Bologna - the culinary capital of italy (we have a cooking lesson here!), Verona - home 
of romeo and Juliet; Cinque Terre - 5 hillside seacoast villages, a UNESCO designated scenic area and 
beautiful Venice - the most unique city in the world!

tRAVEl ClUB MEMBERS HAVING FUN!
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i m p O R t A n t  C O n t A C t  i n F O R m A t i O n
This page will be reserved for information and services for 
RESBC members and where and how they may be contacted. 
Please call the particular organization for the service you desire. 
RESBC cannot help with those services provided by others. _______________________________________________

s B C e R s :
s.B. Co. employees Retirement system
3916 State St., Ste. 100, Santa Barbara, CA 93105
2400 Professional Parkway, Ste. 150, Santa Maria, CA 93455
website address: www.countyofsb.org/sbcers
Barbara Gordon 805-568-2942
Scott Dunlap 805-568-2943
Doreen Miller 805-739-8668
Reneé Lavoie 805-739-8667
From: Lompoc, call 737-7775
Santa Ynez Valley, call 686-5011_______________________________________________

R e s B C : Retired employees of santa Barbara County
P O Box 30401, Santa Barbara, CA 93130-0401

website address: www.resbc.us
Phone/voice mail: (805) 568-5933
_______________________________________________

2017 CAlENDAR OF EVENtS
Jun 16   luncheon, Santa Maria Inn, 11:30
Jul 11  travel Club, Ireland trip
Jul 30 Dodgers V. Giants Day trip
Oct 14  travel Club, Italy trip
_______________________________________________

CARe COunsel: 
1-888-227-3334
Resources for your health care needs. Helps to solve problems 
related to care and assists with advocation. Does not provide 
medical advice or treatment. _______________________________________________

In MeMory of

Charles Clark
Richard Edens
Bertha Erwin
Maria Graybill
Alma Hodges

Elaine Iddings
Myrna Kelliher
Darrel Larsen
Kay Marvin

Patricia McClure

Virginia Rogers
Margory Torresani

Roselind Stef-
fensen

Paul Wiley

In MeMory of

treasurer’s Report
Happy New Year!*  I hope everyone had a pleasant holiday 

season with family and friends.  It has been my pleasure to serve 
as your Board Treasurer for the last several years.  I’ve enjoyed 
the toils of preparing the monthly financial statements for your 
Board Officers to review, and have enjoyed creating a few new 
tools for analyzing spending trends and giving management 
better views and options for managing our RESBC funds.

I am happy to report that the Board has managed your funds 
well.  Most funds are growing at the awesome rate of 0.015% 
annually.  But hold on to your hats: we made a real investment 
capital gain on our Morgan Stanley account of about $9,500.  
This is VERY unusual!  Capital gains in the past have only been 
between $500 and $2,000.  You will notice that last year we had 
to pay $2,583.12 in taxes to the IRS and the State, but that was 
a catch-up for the years 2013, 2014, and 2015, so I estimate 
around $1,500 in taxes may be payable for 2016.  We had to 
pay taxes because the IRS required that as a 501(c)7 non-profit 
organization, we have to pay income taxes on any unrelated 
business income over $1,000.    “Heck,” if you do and “Shucks,” 
if you don’t.

The Board also decided to support our Luncheons and Social 
events to a greater degree.  President Annette Paladino and the 
Board are planning to make this year even better with more fun, 
affordable trips for our members.   See you at our next luncheon 
at the Santa Maria Inn on June 16th.

Tony Manuel , RESBC Treasurer  

*Editor’s Note:   This article was originally prepared for the last 
newsletter, but space did not permit it.   

RETIRED EMPLOYEES OF SANTA BARBARA COUNTY
2017 ANNUAL BUDGET vs 2016 ACTUAL COSTS

Approved 
Budget Actual  Budget

OPERATING REVENUE: 2017 2016 2016

Dues 68,100 67,462.50 66,750
Miscellaneous 250
Other 0
Total Operating Revenue 68,100 67,462.50 67,000

OPERATING EXPENSES:

Luncheons 5,000 4,194.25 6,000
Social Events 5,000 3,672.24 2,000
Newsletter - printing & handling 8,000 6,488.88 9,000
US Postal Service 1,200 1,186.00 1,200
Telephone 320 316.00 350
Board Officer Allowances 6,900 6,900.00 8,000
Travel/Meals/Lodging 1,200 1,090.80 1,200
Legal Fees - - -
CPA Fees (Tax Prep & Review) 1,400 1,345.00 1,500
Insurance - Directors & Liability 1,750 1,663.00 1,750
IRS, State Franchise Tax Board 1,500 2,583.12 30
Bank fees - 125.21 0
CRCEA - Events Attended 3,000 1,777.82 3,000
CRCEA - Annual Dues 1,245 1,225.40 1,213
RESBC - WebSite Costs 550 550.00 1,000
Printing/copying 500 486.06 250
Storage rent 600 396.00 None

Total Operating Expenses 38,165 33,999.78 36,493

NET INCOME (LOSS) 29,935 33,862.72 30,507

RETIRED EMPLOYEES OF SANTA BARBARA COUNTY
2017 ANNUAL BUDGET V. 2016 ACTUAL COSTS



5St. patrickS Luncheon March 16, 2017

PRESIDENt’SContinued from page 1…

President’s message
•	 Failure by the CEO to recognize the financial harm 

resulting from reporting 13 payments would be wide-
spread and not confined to “just a few highly paid retir-
ees” as initially claimed.

•	 Failure by the CEO to provide a timely written explana-
tion of the reporting change to retirees.

     I sincerely want to thank all the retirees who attended the 
Board meetings, made public comments, and sent emails to 
the trustees, especially Mary Ellen Barilotti who spearheaded 
this effort.  Also, I want to thank the hundreds of retirees who 
encouraged me and others to do whatever is necessary to en-
sure that retirees are seen as real people and not just names 
in the SBCERS database. We all learned a lot, and our eyes 
have been opened to critical issues. We are aware that changes 
must be made to the SBCERS culture, and we will work to-
ward re-establishing a positive relationship with the trustees 
and the staff. Please send your thoughts and suggestions to  
AnnetteAPaladino@gmail.com.

congratulationscongratulations

Thomas Alvarez
Carmen Alejandre
Bruce Anderson

June Austin
Daniel Berr
Lee Bethel

Michelle Bowman
James Clark

Steven DeLira

Ramona DeWitte
Lisa Dickey

Richard Evans
Melinda Hauser
Eloisa Hermes

Tony Hernandez
Anne Hofmann
Laura Holbrook

Robert Ikola
Nicholas Irmitter

Norint Keen
Gloria Kelm
Janet Larsen
Nora Lewis

Daniel McCammon
John McGray

Keiko Monahan
Shirley Moore

Dorothy Motter
Kenneth Murray
Carole O’Sullivan
Joseph Pacello

Mark Paul
Josephine Pierce

Karen Saito
James Sechler

Carol Shellhammer
Florence Trotter-

Cadena
Mary Vidmar

William Vollero
Kumin Wells

Edward Zaske

n e w  R e s B C  m e m B e R s
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RESERvAtion foRM - DoDGER BASEBALL 7/30/2017
Please make reservation by 06/30/20176. No refunds for cancellations after 07/20/2017    
Send checks/reservation form to: RESBC, PO Box 30401, Santa Barbara, CA 93130-0401 

Total amount due for member and ONE guest @ $70 each: _____x 70 = _____________

Additional guests (2 maximum*)  @ $80 each: _____x 80 = _____________

Total ___________

Retiree Name: _____________________________Email_______________________Phone:______________________

Retiree Address: __________________________________________________________________________________

Guest(s) name: ___________________________________________________________________________________

DODGER BASEBALL
. . Dodgers v. Giants . .
Sunday, July 30

Game Time 1:10 pm
$70.00 each - retiree and 1 guest

$80.00 each -  2 additional guests

REMEMBER tO MARK YOUR CAlENDAR!
REMEMBER YOUR HAt, JACKEt AND SUNSCREEN!

 Bus Pick Up: 

Santa Barbara: 9:30 am Sears upper Lot; Carpinteria: 9:45 am Casitas Plaza; 
Ventura: 10:00 am at McDonalds near Seaward; Camarillo: 10:15 am at Park and Ride

   

IT ’S TIME FOR…

REMEMBER TO ADD THIS EVENT TO YOUR CALENDAR!

 Check your pick Up Locantion
_____Santa Barbara: 9:30 am Sears upper Lot  _____Carpinteria: 9:45 am Casitas Plaza; 

_____Ventura: 10:00 am at McDonalds Seaward _____ Camarillo: 10:15 am at Park and Ride

*If you want more tickets, we will put you on a waiting list -  
contact ANNETTEAPALADINO@GMAIL.COM

REMEMBER TO SEND A CHECk wITH YOUR RESERVATION!



   

JUNE LUNCH MEETING
Friday, JUNE 16, 2017

At the historic
SANTA MARIA INN

801 SOUTH BROADWAY
  SANTA MARIA

BUffeT LUNcH:  
chicken Pot Pie, Taco Bar, Salad, Dessert

11:30 am Business meeting
12 noon Lunch

$15 pp w/Reservation $20 pp At The Door
Please reserve by 6/8/17
Cost: $15 per person, with reservation

Send check payable to “ReSBC”to: ReSBC, PO Box 30401, Santa Barbara, CA 93130-0401

Total amount due @ $15 each: _________x $15 =____________

retiree Name _____________________________________________________________________________________

retiree Phone _______________________________ retiree Email address ____________________________________

Guest(s) name(s) ___________________________ ___________________________ ____________________________

Would you like to be on a list from which ReSBC officers and directors may be chosen? 

 ❑ Yes  ❑ no
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REMEMBER TO ADD THIS EVENT TO YOUR CALENDAR!

RESBC At DESCANSO GARDENS AND NORtON SIMON MUSEUM
APRIl 6, 2017
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