¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢MARCH 20, 2013 AT 8:30 A.M. e

CALL TO ORDER
Shari Schapmire, Board Chair, called the meeting to order at 8:30 a.m.
ROLL CALL

Roll call was conducted with the following members present: Shari Schapmire, Lloyd Weer, Ted
Stephens, Tim Knudsen, Supervisor John McCowen, Randy Goodman, John Sakowicz, and Craig
Walker. Members absent: Bob Mirata and Richard Shoemaker. Also present: Rich White,
Retirement Administrator, Jeff Berk, Legal Counsel, Judy Zeller, Board Clerk, Andy Yeung and
Paul Angelo, The Segal Company.

PUBLIC COMMENT: None

1) APPROVAL OF THE MINUTES OF THE BOARD MEETING HELD FEBRUARY 20, 2013
Upon motion by Supervisor McCowen, seconded by Mr. Walker; IT IS ORDERED that the
minutes of the February 20, 2013 Board meeting were approved unanimously.

Mr. Shoemaker entered the meeting at 8:32 a.m.

2) DISCUSSION AND POSSIBLE ACTION REGARDING ACTUARIAL FUNDING POLICY,
THE SEGAL COMPANY

Presenter/s: Paul Angelo and Andy Yeung, The Segal Company, referenced their letter dated
March 7, 2013 regarding Proposed Significant Provisions for a Statement of Actuarial Funding
Policy previously distributed to the Board. Our current practices and possible modifications to the
current funding policy of the Mendocino County Employees” Retirement Association (MCERA),
adopted in 2006, were discussed.

Mr. Angelo described the process of establishing a model funding policy with agreed objectives,
which is much more subjective than setting the Actuarial Assumptions because, unlike actuarial
assumptions, actuarial funding policy will not be proved right or wrong when compared to actual
future experience. The Board asked questions about Corridor Funding, Amortization periods,
Unfunded Liability, the recent guidelines provided by the California Actuarial Advisory Panel on
actuarial funding policy and the new Government Accounting Standards Board (GASB) rules. Mr.
Angelo provided information regarding a multiple layered amortization approach for future
changes in Unfunded Actuarial Accrued Liability (UAAL), as described in the Segal letter.
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There were discussions regarding the impact on the employer’s contribution rate should the Board
consider shortening the current 27-year period to amortize MCERA’s current UAAL. Supervisor
McCowen suggested continuing this agenda item so that the board may have a complete discussion
before taking action. The County, The Superior Courts, and the Russian River Cemetery District
should be provided with this funding presentation and complete information on the decisions that
need to be made. Mr. Shoemaker added that these employers should prepare a response regarding
the potential increase in cost on their budgets.

Kyle Knopp, County Assistant Chief Executive Officer, stated that he would like to present a
response at the next board meeting. Mr. Knopp felt that the possible changes will impact the
County and that the County is in an impaired situation. He understands that this Board will have
an important and difficult decision to make.

Board Direction: Staff will contact our employers and request that their representatives attend the
next board meeting to present a response to the possible funding policy changes discussed today.
The employers will be provided with today’s presentation and complete information on the
decisions that need to be made regarding the funding policy.

Board Action: Motion was made by Mr. Sakowicz to continue this agenda item to next month’s
meeting for discussion and possible action. Mr. Knudsen seconded the motion and it was approved
unanimously.

3) BENEFITS AND OPERATIONS
e Report on Active Membership and Retirements as of February 28, 2013
Active Members = 1037 Retired Members = 1259 Retired Deceased = 2
New Members =22 Terminations =18 Withdrawn Not Vested =1 $153.27
Withdrawn Vested =1 $38,584.03
e Retirement Benefits Presentation on the Calculation of a Member’s Retirement Benefits

Presenter/s: Katy Richardson, Senior Retirement Specialist, and Christie O’Ferrall, Retirement
Specialist II, provided a presentation on the calculation of a member’s retirement benefits. This
included examples of the member’s enrollment affidavit, a retirement file worksheet, a final salary
example, and a benefit calculation example.

4) AUDIT AND BUDGET COMMITTEE REPORT
¢ Audit and Budget Committee Agenda for March 12, 2013
¢ Audit and Budget Committee Minutes for January 28, 2013

¢ Discussion and possible direction regarding the Comprehensive Annual Financial Report
(CAFR) for the year ended June 30, 2012.
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Presenter/s: Rich White referenced the Audit and Budget Committee March 12th Agenda and
January 28th Minutes previously distributed to the Board. Committee reports will be made to the
full Board after committee meetings are held. Mr. Shoemaker asked the committee to approve any
unapproved committee meeting minutes during regularly scheduled Board meetings if necessary.

Mr. White referenced the CAFR asking that the Board pay attention to the CAFR content and not
the format as it is still in need of modifications. Staff will continue to improve and finalize this
document to meet the GFOA submission deadline of March 31, 2013. Gallina, LLP will also review
the CAFR prior to submission.

Board Direction: Staff will finalize the CAFR and will submit to the GFOA after final review by the
Audit and Budget Committee.

5) DISCUSSION AND POSSIBLE ACTION REGARDING ADOPTION OF
CHARTERS AND POLICIES
e Adoption of Retirement Board Charter
e Adoption of Retirement Administrator Charter
e Adoption of Assessment and Determination of Compensation Enhancements Policy
¢ Re-adoption of Overpayment Policy

Presenter/s: Rich White referenced the Retirement Board Charter previously distributed to the
Board. He mentioned that this charter requires approval of all qualified service retirements per
Government Code Section 31670 and that this information will be included in agendas beginning in
April. Supervisor McCowen suggested changes to the Retirement Board Charter.

Board Direction: Staff will include the names and dates of retirement for our newly retired
members in the agenda for Board approval by consent. The charter will be amended as follows: II.
A. 1. b. change Make to Adopt; C. 1. c. add Review and before Determine; G.2. change approve
actions to provide direction and item F.1.d. will be included in a future meeting agenda.

Board Action: Motion was made by Mr. Sakowicz to adopt the Retirement Board Charter as
amended. Mr. Weer seconded the motion and it was approved unanimously.

Presenter/s: Rich White referenced the Retirement Administrator Charter and mentioned that this
charter will assist the Board with future Administrator performance evaluations. Supervisor
McCowen and Mr. Weer suggested changes to the Retirement Administrator Charter.

Board Direction: The charter will be amended as follows: II.C.1.c. change to make
recommendations to the Board for approval or denial of disability applications., II. D.1.b. add and
provide quarterly budget reviews., and II.H.1.b. change or to on.
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Next Board Action: Motion was made by Supervisor McCowen to adopt the Retirement
Administrator Charter as amended. Mr. Weer seconded the motion and it was approved
unanimously.

Presenter/s: Rich White referenced the Assessment and Determination of Compensation
Enhancements Policy and mentioned that this was a new policy dictated by the Public Employees
Pension Reform Act (PEPRA). The assessment and determination process will most likely be kept
at the staff level, unless staff has been unable to resolve an issue.

Board Direction: Staff will amend the policy by adding reference to any resolutions regarding
compensation enhancements and will correct format.

Next Board Action: Motion was made by Mr. Knudsen to adopt the Assessment and Determination
of Compensation Enhancements Policy as amended. Mr. Goodman seconded the motion and it was
approved unanimously.

Presenter/s: Rich White referenced the Overpayment policy and mentioned that this policy was
previously adopted February 15, 2012. Staff felt that the policy has worked sufficiently since it was
implemented. Board members agreed that the policy should be amended to reference the
California Small Claims Court Limit and collection efforts should be consistently described as
reasonable.

Board Direction: The policy will be amended as follows: IV.C. 1. and 2. were deleted, item 3. will
change to 1. For amounts up to the California Small Claims Court limit, the Retirement
Administrator has discretion, after the completion of reasonable collection efforts, to either
commence further efforts such as negotiation or the intent to recommend litigation to the Board, or
cease collection efforts. In exercising this discretion, the estimated cost of further negotiation
and/or litigation will be considered against the amount due and any actions taken will be reported
to the Board.; item 4. will change to 2. For amounts over the California Small Claims Court limit the
Retirement Administrator shall, after reasonable collection efforts...., item 5. will be deleted, and
the last sentence in V. Policy Review will be deleted.

Next Board Action: Motion was made by Mr. Knudsen to adopt the Overpayment Policy as
amended. Mr. Stephens seconded the motion and it was approved unanimously.

6) DISCUSSION AND UPDATE ON STRATEGIC PLAN
¢ Discussion and possible direction on implementation of goals and objectives progress
report.

¢RETIREMENT ASSOCIATON CONFERENCE ROOM: 625-B KINGS COURT, UKIAH, CA 95482+
+PHONE 707-463-4328 FAX 707-467-6472¢ WWW.CO.MENDOCINO.CA.US/RETIREMENT+



¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢MARCH 20, 2013 AT 8:30 A.M. e

Presenter/s: Rich White referenced the Strategic Plan previously distributed to the Board. He
provided a progress report on certain goals and objectives since the last Board meeting including
implementation of PEPRA, evaluation of automation, staff development and training, review of
charters and policies, establishing reporting and measurement of the progress of the strategic plan
goals and objectives, fiduciary training (April meeting), prudent management, evaluation of active
and passive management, asset/liability modeling (start this year), re-evaluation of actuarial
funding method (Today), and communication to plan sponsors on PEPRA.

7) MONTHLY FINANCIAL REPORT
¢ Financial Reports for January 2013

Presenter/s: Rich White referenced a Statement of Plan Net Assets, a Statement of Change in Plan
Net Assets, a Cash Flow Analysis, and the vendor ledger previously distributed to the Board.

Board Direction: See agenda item 8).
LUNCH RECESS (12:26 p.m.)
RECONVENE (1:15 p.m.)

8) MONTHLY INVESTMENT REPORT
¢ Investment Goal Statement
¢ Monthly Investment Reports
¢ Investment Manager Information
¢ MCERA Trust Fund Performance Information

Presenter/s: Rich White referenced the above information previously distributed to the Board.
Differences between the Statement of Plan Net Assets included in the financial report and the
Unrealized Gain (Loss) Analysis included in the investment report were discussed. Mr. White
reminded the Board that some investments report monthly, quarterly, and on a semi-annual basis.
Mr. White explained that the Board will have the opportunity to discuss resource allocation during
the next budget planning process. Staff is preparing reports using the best available information
with a small amount of staff time, while obligated to continue progress on all other projects,
policies, and planning expected by the Board.

Board Direction: Staff will make financial and investment reporting a priority and will check with
Callan Associates on whether they could assist in obtaining monthly up to date information. This
item should be brought back for further discussion and possible action at next meeting which will
include information regarding the Accounting position.
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9) RETIREMENT ADMINISTRATOR’S REPORT
¢ Meetings Attended

PEPRA Update

Error Correction Project Update

FPPC Form 700 Filing Deadline Reminder

Future Meeting Attendance

IRS Voluntary Correction Program Update

Presenter/s: Rich White referenced information previously distributed to the Board.

Public Employees Pension Reform Act (PEPRA) Update

Pension reform legislation has been implemented by the County of Mendocino and the Board of
Retirement. There are a few cleanup bills being considered in the State Legislature that were
introduced prior to February 22, 2013. A full discussion of AB 1380, AB 160 (Alejo), SB 13 (Negrete-
McLeod), and SB 24 (Walters) will take place at the SACRS Spring conference in May.

Error Correction Project Update

The Superior Courts and Russian River Cemetery District have finished their procedures with the
error correction project. The County has been working very hard and it looks like the project is
nearing completion.

FPPC Form 700

Annual Form 700 Statement of Economic Interests are due to the Clerk Recorder by April 2, 2013.
Update on Internal Revenue Service (IRS) Determination Letter and Voluntary Correction
Program (VCP) filing

A memo provided by Judith Boyette of Hanson Bridgett, who represents us in the VCP process,
discussed the background and status of the IRS review that we initiated two years ago to ensure we
take any necessary steps to maintain the qualified status of the system. The IRS review includes all
of the benefits provided under MCERA, including the retiree medical benefits that were provided
through the MCERA trust. We continue to work with the IRS and await their review and
determination. Every 37 Act County System has filed using this IRS process and most have filed
similar applications for assistance using the “voluntary correction program” or VCP, as have many
public pension systems across the country. There is significant backlog and the IRS has not
contacted counsel about MCERA'’s specific filing, although there have been discussions about issues
that involve all 37 Act Systems. Since the IRS had not previously dealt with public pension plans to
the extent they are currently, the IRS response has been delayed. Most provisions they are
reviewing were drafted decades ago and the State Legislature did not understand at that time that
federal tax rules might apply to plans established by State law. Counsel reports that the IRS is
beginning to provide some information regarding general issues and we expect to be contacted in
the normal IRS process. We cannot predict when this will be, but we will continue to update the
Board as the IRS filing process moves forward.
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10) CLOSED SESSION
¢ Pending disability applications update
e Potential Litigation pursuant to Government Code Section 54956.9(d)(4) - 1 case - Craig
Lindburg overpayment

REPORT OUT FROM CLOSED SESSION

Board Direction: There was no direction provided on pending disability applications. Staff will file
a California Small Claims Court action against Mr. Craig Lindburg.

11) COMMUNICATIONS
Presenter/s: Rich White referenced information previously distributed to the Board.

Please visit www.co.mendocino.ca.us/retirement/meetings.htm for the supporting documents
include articles from the Wall Street Journal, the Sacramento Bee and The State Worker.

12) GENERAL BOARD MEMBER DISCUSSION

Mr. Sakowicz announced that his son will receive the Red Cross Hero of the Year Award on April
18, 2013 at 7:00 am at the Doubletree Hotel in Rohnert Park, CA. He will also be honored at the
Board of Supervisors meeting by Congressman Huffman on Tuesday April 2, 2013 at 3:00 pm.

Mr. Goodman recommended the Callan Associates Intro to Investments Course held April 16 and
17, 2013.

Supervisor McCowen asked that staff look into changing the online agenda format for ease of
usage.

ADJOURNMENT (2:50 p.m.)
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