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

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, Supervisor John McCowen, John Sakowicz, Richard Shoemaker, Bob Mirata, Tim
Knudsen, and Randy Goodman. Members absent: Craig Walker. Also present: Rich White,
Retirement Administrator, Jeff Berk, Legal Counsel, Judy Zeller, Board Clerk.

PUBLIC COMMENT: None

1) APPROVAL OF THE MINUTES OF THE BOARD MEETING HELD APRIL 17, 2013.
Upon motion by Supervisor McCowen, seconded by Mr. Weer; IT IS ORDERED that the
minutes of the April 17, 2013 Board meeting are approved unanimously.

2) DISCUSSION REGARDING QUARTERLY PERFORMANCE REPORT (CALLAN
ASSOCIATES)

Presenter/s: Greg DeForrest, Callan Associates, provided a detailed overview of the first quarter
investment performance report for the Association stating that there was an excellent market for the
1st quarter. The Standard and Poor’s (S&P) 500 was up 10.6% and the International market was up
5.13%. Emerging markets were down and Bond market income was low with a loss of 12 basis
points. The fund is up 5.1% with a benchmark of 5.3% and five year total fund returns have been
good at 5.25%.

Mr. Stephens and Mr. Shoemaker asked about the Kings Court Real Estate and how the returns
were calculated in the performance report. Mr. DeForrest stated that this information is based on
monthly income information provided by Association staff.

Our current Asset Allocation target was discussed and we are close to target. Callan is preparing a
new asset allocation study for the Board to review in June. Mr. DeForrest mentioned that our new
passive manager will be funded once the contract is complete and confirmed that Selected
American and the Investment Company of America are the best choices for use as funding for the
new investment. He then referred to information previously distributed to the Board titled Asset-
Liability Allocation study phase I. This explained how the asset allocation study would be
accomplished. Goals, market projections, and modeling with simulations to show potential
outcome were discussed.
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Mr. Stephens stated that there are more outgoing benefits than we have in investment earnings.
Mr. DeForrest explained that the study will look at how much is withdrawn relative to the size of
assets. Liquidity is an important issue to be considered and Capital Market expectations are the
cornerstone of any strategic planning process. Projections are constructed with annual processes,
cover most broad asset classes and inflation over 10 years, and incorporate quantitative modeling,
qualitative inputs, and the expertise of the consultants at Callan.

Mr. Sakowicz asked about alternative investment. Mr. DeForrest replied that it can offer
diversification with a different path of returns and added that in 2008 Hedge funds were down 20%
when markets were down. Mr. Stephens asked about Bonds and interest rates going up. Mr.
DeForrest agreed that a 2-2.5% increase in Bond market interest would be very bad.

Mr. Shoemaker asked about rate of return expectations, assumptions, and a difference in assumed
inflation rate. Mr. DeForrest explained that Callan uses an assumed inflation rate of 2.5% over a
period of 10 years which is very different from an Actuary using a rate of 3% over a period of 30
years.

Board Direction: Callan will include Hedge Funds in our Asset Allocation study with a 5% cap on
the investment and will present to the Board at a future meeting.

BREAK
3) ANNUAL FIDUCIARY TRAINING AND DISCUSSION

Presentery/s: Jeff Berk, Legal Counsel, facilitated an annual fiduciary training for board members.
This training was conducted in accordance with the MCERA Trustee Education and Travel Policy
and all Board members participating received credit for 1 education hour. Discussion included
Fiduciary duties and how to fulfill them. Plenary authority was explained and the Board’s primary
duty is to MCERA members and Beneficiaries.

4) DISCUSSION AND POSSIBLE ACTION REGARDING THE PROPOSED FISCAL YEAR
2013/14 BUDGET

Presenter/s: Rich White referenced information previously distributed to the Board regarding the
proposed fiscal year 2013/14 budget. He stated that the Audit and Budget Committee met on April
30, 2013 to review the draft budget. They provided direction to staff regarding the accountant
position, the administrative assistant position, and technology which was incorporated into the
proposed budget. Mr. White mentioned the pertinent Government code sections 31580.2 and
31596.1 regarding administrative budget adoption for Board consideration before beginning
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discussion. The Segal Company prepared an estimated Accrued Actuarial Liability (AAL) of the
retirement system for use in calculating the twenty-one hundredths of 1 percent policy cap.

Mr. White began the discussion with staffing and the need to add one full-time equivalent position,
an Accountant, to the MCERA administrative staff and to re-classify one existing full-time position,
a Retirement Specialist II, as an Administrative Assistant. The Accountant position previously
approved by the Board at its April meeting would be staffed as a 32 hour position with benefits.
The proposed budget was prepared to include the cost of a 40 hour position which was done as a
conservative approach. The difference in the cost between 40 and 32 hours is $12,735. The
Administrative Assistant position is intended to align the current job duties performed by a
retirement specialist that are likely now being done outside of the scope of that job class
specification. Once reclassification is complete a Retirement Specialist II position would be
eliminated. The difference in salary is an increase of $1,319.10.

Next the Board reviewed the proposed budget worksheet beginning with Administrative expenses.
Mr. Stephens asked about the cost to prepare the estimated AAL and asked staff to report back to
the Board on the amount. Both he and Supervisor McCowen requested a projected actual budget
for comparison. Legal Expense was discussed and Mr. Stephens asked about the remaining Buck
settlement funds. Mr. Weer and Mr. White replied that the account will be swept at the end of this
fiscal year to cover the County Contribution Correction Project expense and that the County had
not billed for their costs yet.

Mr. Stephens asked about Contracts and why we were budgeting for a contract accountant and a
full-time accountant position. Mr. White added that the Audit and Budget Committee had
recommended the overlap because recruitment will take time and accounting services must be
provided for during the process and during the training of the new employee. The contract budget
would allow for six months of contract accounting services, but would be reduced if six months is
not needed and the same would apply to the budget for the full-time accountant.

The Board education and conference budget was increased due to Board policy and State
requirements. It was mentioned that Board member meeting attendance stipends have
traditionally been included in this budget item. Board members agreed that the stipends should be
tracked separately and removed from this item total. Supervisor McCowen felt the resulting total
may be less than adequate for Board member education and will need review if there is a need. It
was also mentioned that viewing DVD recordings of SACRS meetings would qualify as continuing
education and Board members were encouraged to utilize this option.

Mr. White stated that Disability Due Diligence was reduced by half because the Administrative
Assistant would be doing much more with incoming disability applications which would reduce
legal fees associated with the processing of disability applications. The Medical Reviews budget
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will increase due to our use of a medical advisor and specialists for independent medical
evaluations.

Board Direction: Staff will determine the cost of preparing an estimated AAL by the Segal
Company to report to the Board and will prepare a projected actual budget for comparison. The
Retirement Administrator will bring information to the Board regarding Board of Supervisors
approval of the new positions and how long the recruitment process may take in order to
determine when the new accountant will start. Board member stipends for meeting attendance will
be accounted for in a different category other than Board Education and Conferences. Staff will
continue to provide quarterly budget reports.

Board Action: Motion was made by Mr. Sakowicz to approve the Fiscal Year 2013/14 Budget as
presented so that the Retirement Administrator can proceed with discussion with the County Chief
Executive Officer (CEO). Mr. Mirata seconded the motion and it was approved by the following
vote: Ayes 7 Noes 1 (Stephens) Abstain 0 Absent 1 (Motion Approved)

5) DISCUSSION AND POSSIBLE ACTION REGARDING AUTHORIZED SIGNATURE
RESOLUTION 2013-02

Board Action: Motion was made by Mr. Mirata to approve the Authorized Signature Resolution
2013-02. Supervisor McCowen seconded the motion and it was approved by the following vote:
Ayes 8 Noes 0 Abstain 0 Absent 1 (Motion Approved)

6) DISCUSSION AND POSSIBLE ACTION REGARDING THE STATE ASSOCIATION OF
COUNTY RETIREMENT SYSTEMS (SACRS) BUSINESS MEETING MAY 17, 2013

Presenter/s: Rich White reference information previously distributed to the Board regarding the
SACRS business meeting scheduled May 17, 2013.

Board Direction: The voting delegate, Rich White, will vote as he feels appropriate.
LUNCH RECESS (Approximately 12:23 p.m.)
RECONVENE (Approximately 1:30 p.m.)
7) CLOSED SESSION
¢ Pending disability applications update

e Tim Goss SCD Application
¢ Kim Koskinen Writ of Mandamus
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REPORT OUT FROM CLOSED SESSION
Board Direction: The Board provided direction to staff and Counsel regarding Mr. Goss.

Board Action: There was no action taken on Kim Koskinen.

8) BENEFITS AND OPERATIONS
¢ Active Membership and Retirements as of April 30, 2013:
Active Members = 1018 Retired Members = 1280 Retired Deceased =1
New Members =16 Terminations =4 Withdrawn Not Vested =2 $2,890.54
Withdrawn Vested =2 $76,761.44
¢ Retirements Processed in April (20):

Carl Crelly 3/29/13 DOT

Steve Alvarado 3/30/13 Sheriff

Richard Mummert 3/29/13 DOT

Jeff Wachtel 3/29/13 Social Services
Linda Kelly 3/22/13 DSS

Leslie Kirkpatrick  3/29/13 AODP

Larry Alexander 3/31/13 DOT

Sandra Applegate  3/30/13 County Counsel
Carol Brown 3/29/13 PH

James Brown 3/29/13 Probation
Christy Conrardy  3/30/13 DA

Brigitte Jacks 3/28/13 Treasurer

Ann Hershberger  3/29/13 DSS

Leslee Woll 3/29/13 Auditor

Evelyn Parsons 3/31/13 DSS

Pat Meek 3/31/13 HR

Sharon Hunt 3/29/13 PH

Sue Goodrick 3/30/13 HR

Vivian Caldwell 3/30/13 Courts

Leslee Woll 4/1/13 Spousal Continuance

9) MONTHLY FINANCIAL REPORT
e Statement of Plan Net Assets
Statement of Changes in Plan Net Assets
Cash Flow Analysis
Vendor Ledger
Update on Kings Court Asset

Presenter/s: Rich White referenced information previously distributed to the Board including
statement of plan net assets, statement of change in plan net assets, cash flow analysis, vendor
ledger, and an update on our Kings Court real estate asset. Mr. White explained Kings Court asset
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including its use, rent, imputed rent, expenses, and how these are accounted for in the monthly
statements.

10) DISCUSSION AND POSSIBLE ACTION REGARDING THE INFORMATION
TECHNOLOGY (IT) ROADMAP (Estimated Time 15 min.)
¢ Pension Administration System (PAS)

Presenter/s: Rich White referenced information previously distributed to the Board regarding our
Information Technology (IT) Roadmap. He recapped our previous IT Roadmap document,
adopted in January 2011, and highlighted certain components for the Board, reminding them that
this document was over two years old now. He added that the Electronic Document Management
System (EDMS) was halted in August of 2012 when the project expanded beyond the scope of the
approved roadmap as a result of conditions outside the control of the Association and Linea
Solutions. The Board approved the Board Strategic Plan in January of this year which contained
objectives for MCERA to revisit the previously prepared IT Roadmap and to evaluate various
service providers and implement an automated pension administration system.

Over the past few weeks staff has worked with Linea Solutions to develop a Request for Proposal
(RFP) for a pension administration system. The intent is to select a solution provider to supply
MCERA with an automation system that will facilitate all pension administration business
functions, while improving member services and operations. The RFP was released on May 1, 2013.

Board Direction: Chair Schapmire appointed Mr. Knudsen and Mr. Weer to an Ad Hoc IT
Roadmap Committee. The committee will participate in the evaluation of the RFP submissions and
will assist staff in making recommendations to the Board.

11) RETIREMENT ADMINISTRATOR’S REPORT
e Meetings attended
e Board Agenda
¢  Future meeting attendance

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

April 23, 2013, SACRS special education session in San Francisco.
May 1, 2013 Mendocino County Department Head meeting.

Board Agenda
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A Board member requested adding a consent calendar to the regular Board agenda. Due to time
constraints, the Board has not had a full discussion regarding the merits in the use of a consent
calendar.

Future Meeting Attendance

May 14-17, 2013 SACRS Spring Conference in Napa.

June 2-5, 2013 Government Finance Officers Association (GFOA) 107th Annual Conference in San
Francisco.

Supervisor McCowen spoke regarding a consent calendar. Some agenda items could be included
and taken care of in one action saving meeting time. Only routine items would be included in the
consent calendar. Board members could contact staff with any questions they may have prior to a
meeting and any Board action.

Board Direction: Staff will include a consent calendar in the next meeting agenda.

12) COMMUNICATIONS
e Article entitled False Sense of Security, Plan Sponsor Magazine

13) GENERAL BOARD MEMBER DISCUSSION

ADJOURNMENT (2:40 p.m.)
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