MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION BOARD
OF DIRECTORS MINUTES OF THE REGULAR MEETING,
MARCH 17,2010 AT 8:30 AM,
MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
CONFERENCE ROOM, 625B KINGS CT., UKIAH, CA 95482

1. CALL TO ORDER
Chair Tim Pearce called the meeting to order at 8:31 am.

Roll call was conducted with the following members present: Randy Goodman, Caren
Callahan, Lloyd Weer, Shari Schapmire, Kendall Smith, Dennis Huey and Tim Pearce.

Absent: Bob Mirata and Dr. Don Coursey

Also present: Jim Andersen, Retirement Administrator, Tim Knudsen, Alternate, Judy
Zeller, retirement staff, Jeanine Nadel, Co. Counsel, and Sue Goodrick, HR.

Members of the public present: John Dickerson, Ted Stephens, Myron Sawicki, Betty
Bruchler, Carol Mordhorst, Ned Walsh, Pete Halstad, Tom Liberatore, and J. R. Rose.

2. APPROVAL OF MINUTES

Upon motion by Trustee Schapmire, seconded by Trustee Goodman, and carried
unanimously; I'T IS ORDERED that the minutes of the February 17, 2010, Board meeting
are approved.

3. DISCUSSION AND POSSIBLE ACTION REGARDING THE USE OF EXCESS
EARNINGS

Presenter/s: Jim Andersen referenced written information and reports previously distributed
to the Board on Excess Earnings.

a. Mr. Andersen began the discussion on the use of Excess Earnings and explained
why the issue was brought before the board and why this discussion is timely. First,
he addressed the action of the Board of Supervisors to supersede its 1998 Resolution
regarding retiree health care, and begin a study of alternative health care plans for
pre-Medicare and Medicare eligible retirees. The excess earnings for retiree health
care can only be used to offset County expenditures for retiree health care. The
current excess earnings policy must be looked at carefully for IRS compliance

and if the County has no expenses for retiree health care, the current policy is

not allowable under IRS rules.



b. Mr. Andersen mentioned how the recent downturn in capital markets has resulted
in a reduced funded ratio and nearly $67 million in Unfunded Accrued Actuarial
Liability (UAAL). He stressed that the Retirement Board’s fundamental role is to
protect pension reserves. Therefore raising the question as to whether or not excess
earnings should be used first, or solely, to improve the funded status of pension
reserves. He referred to a survey of other 1937 Act retirement systems and found
that almost all have discontinued the practice of using excess earnings to fund retiree
health care. Where programs have been continued, only Mendocino County has not
established a funded ratio threshold that must be net prior to using excess earnings
for any purpose other than paying down UAAL.

c. Mr. Andersen mentioned the Association’s preparation for IRS reauthorization,
and that careful review of its excess earnings policy must be done to ensure that it is
fully compliant with IRS regulations.

d. Mr. Andersen recommended that the Board direct staff to prepare a draft,
amended excess earnings policy. He asked for 30-60 days to prepare the draft and
asked each ~ Board member to comment on the following areas:

1. Using excess earnings to build pension benefits compared to funding

OPEB programs, i.e., retiree health care;

2. Reducing or eliminating the Accrued Actuarial Value of Unrecorded

Earnings (Account 1300);

3. Moving toward practices that are more prevalent in the retirement
industry;

4. Supporting a retiree health care system does not provide the same benefit

to all members of the Association, and a system that may not be sustainable

for pre-Medicare retirees; and

5. Any IRS compliance issues that the Board may foresee.

e. Mr. Knudsen presented the information provided on the use of excess earnings and
provided an overview and the history of the current excess earnings policy. He
mentioned that Government Code Section 31592.2 allowed our adoption of the 3-5
year smoothing and that Government Code Section 31592.4 determined the use of
excess earnings. He explained that Government Code Section 31592.4 requires that
the system must credit interest to reserves at 8% over 20 million to have any

excess earnings. And he strongly suggested review of both code sections before
making determinations on excess earnings.

Board Action: None taken

4. DISCUSSION AND POSSIBLE ACTION REGARDING ANNUAL COST OF
LIVING RAISE FOR RETIREES

Presenter/s: Jim Andersen referenced written information from Buck Consultants
previously distributed to the Board.



a. Mr. Andersen reported that our Actuary, Buck Consultants, has recommended a
Cost of Living Adjustment (COLA) for retirees as of April 1, 2010 based on the
December 2009 CPI. Members retired prior to April 1, 1988 should receive the full
3% COLA on April 1, 2010 and members retired after April 1, 1988 should receive a
2.5% COLA.

Board Action: Motion was made by Trustee Huey, seconded by Trustee Callahan to
approve the recommended April 1, 2010 Cost of Living Increase as recommended by Buck
Consultants. Ayes: 7, Noes: 0, Absent: 2

5. DISCUSSION AND POSSIBLE ACTION REGARDING A SPECIAL MEETING
TO BE HELD MARCH 24, 2010.

Presenter/s: Jim Andersen reported that a special meeting had been tentatively scheduled
for March 24, 2010.

a. Mr. Andersen advised the Board that time had been reserved for a special meeting

on March 24, 2010. The reason for the meeting was to allow additional time to

discuss excess earnings and to take care of routine monthly financial business. He

mentioned that in lieu of this meeting, he could forward the January and February

financial reports to the Board and that it could be discussed during the April 21,
2010 board meeting.

Board Action: None Taken
6. MISCELLANEOUS
None to report
Public Expression: Ted Stephens and John Dickerson spoke on excess earnings.
Ned Walsh, J. R. Rose, Myron Sawicki, and Carol Mordhorst spoke
on Retiree Health Insurance.
7. 10:47 ENTERED INTO CLOSED SESSION
a. Discussion and possible action on disability applications
11:10 OUT OF CLOSED SESSION
BOARD ACTION FROM CLOSED SESSION
a. BROIN, LORI, filed 09/29/09 for Service Connected Disability
No action taken

b. ELDER, COLONIE, filed 1/14/09 for Service Connected Disability
3/17/210 Application Denied for Service Connected Disability



c¢. HAMMER, LAWRENCE, filed 05/12/2008 for Service Connected Disability.
No action taken

d. KELSAY, MARCIA, filed 12/30/2009 for Non-Service Connected Disability
3/17/2010 Application withdrawn by member due to financial hardship

e. KOSKINEN, KIM, filed 10/15/2008 for Service Connected Disability
3/17/10 Set for hearing

f. LEHMAN, FLORENCE, filed 10/30/2007 for Service Connected Disability
3/17/210 Application Denied for Service Connected Disability

g. MEYER, SHARON, filed 5/12/2008 for Services Connected Disability
No action taken

h. ROBINOW, PAMELA, filed 4/28/2008 for Service Connected Disability
No action taken

i. WHITE, DEBRA, filed 12/30/09 for Service Connected Disability
3/17/210 Application Approved for Service Connected Disability

Jj- WHITE, TAMMY (Brett), filed 11/09/2008 for Service Connected Disability
No action taken

k. ZIMMERER, TIMOTHY, filed 8/27/09 for Service Connected Disability
No action taken

11:11 REPORT OUT FROM CLOSED SESSION

It was reported that the application of Colonie Elder was denied. The Application
for Marcia Kelsay was withdrawn by member. The application for Kim Koskinen
was set for hearing. The application for Florence Lehman was denied. The
application for Debra White was approved.

There being no further business Chairman Pearce adjourned the meeting at 11:15 A. M.

Tim Pearce, Chair Susan Thornhill, Retirement Coordinator



