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EMPLOYEES' RETIREMENT ASSOCIATION 
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UKIAH, CALIFORNIA 95482-5027 

 

Date:    March 18, 2015 

To:    Board of Retirement 

From:  James Wilbanks, Retirement Administrator 

Subject: Cost of Living Adjustment (COLA) 

 

Background: 

At the February 2015 MCERA Board Meeting, the issue of the Cost of Living Adjustment 

(COLA) was considered.  The Board asked if the Consumer Price Index for All Urban 

Consumers (CPI-U) for the San Francisco-Oakland-San Jose area to measure inflation was 

appropriate for determining the COLA for Mendocino County retirees.  The San Francisco-

Oakland-San Jose CPI-U has been used by MCERA Board to determine annual COLAs 

historically.  After some discussion, the Board directed staff and legal counsel to research the 

topic and report back at the March Board of Retirement meeting. 

The governing code of California Law is CERL of 1937, Section 31870.1, which directs the 

system to increase retirement benefit amounts by “the percentage of annual increase or decrease 

in the cost of living as of January 1
st
 of each year as shown by the then current Bureau of Labor 

Statistics Consumer Price Index for All Urban Consumers for the area in which the county seat is 

situated, but such change shall not exceed 3 percent per year;”, rounded to the nearest one-half 

percent.   

The San Francisco-Oakland-San Jose area includes 11 counties: Alameda, Contra Costa, Marin, 

Napa, San Benito, San Francisco, San Mateo, Santa Clara, Santa Cruz, Solano and Sonoma.  

Mendocino County is not included in the 11 county area of San Francisco-Oakland-San Jose. 

There are a number of 1937 Act County Retirement Systems in northern California that are 

similarly situated outside of the 11 county-area.  These include Merced, Sacramento, San 

Joaquin and Stanislaus counties.  Each of these other counties uses the CPI-U for the San 

Francisco-Oakland-San Jose area to determine the COLA for retirees.  Historically, MCERA has 

used the San Francisco-Oakland-San Jose CPI-U since 1971. 

There is also a CPI-U for the Los Angeles-Riverside-Orange County area.  Three 1937 Act 

County Retirement Systems in southern California are outside of the area and use the Los 

Angeles-Riverside-Orange County CPI-U for determining retiree COLAs.  The three counties 

are Kern, San Bernardino and Tulare. 
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Finally, there are two 1937 Act County Retirement Systems that use the CPI-U for the West 

Region to determine the COLA for beneficiaries.  The West Region includes 13 states: Alaska, 

Arizona, California, Colorado, Hawaii, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, 

Washington and Wyoming.  The two systems relying on the CPI-U for the West Region are 

Fresno and Imperial. 

Based on a review of statutes, past practices of MCERA, current practices of other 1937 Act 

County Systems and consultations with legal counsel for other 1937 Act County Systems, the 

MCERA Board has latitude to choose between the CPI-U for San Francisco-Oakland-San Jose 

and the CPI-U for the West Region in determining the COLA to retirees. 

The pertinent question is which of these measures of inflation the Board of Retirement 

determines is the most appropriate measure to reflect the rate of inflation in Mendocino County.   

Recommendation: 

I recommend the MCERA Board choose either the San Francisco-Oakland-San Jose CPI-U or 

the West Region CPI-U for determining the annual Cost of Living Adjustment for beneficiaries.  

I recommend the choice be based upon which of the two CPI-U measures the Board of 

Retirement deems to more accurately reflect the rate of inflation in Mendocino County. 

 








