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MENDOCINO COUNTY EMPLOYEES’
RETIREMENT ASSOCIATION BOARD MEETING

AGENDA
MAY 18, 2011 - 8:30 A.M.

1) ROLL CALL (8:30 A.M.)
2) MINUTES OF THE MEETING HELD APRIL 20, 2011

3) PUBLIC COMMENT

Members of the public are welcome to address the board on subjects within the jurisdiction of the Board of
Retirement regarding items both on and off the agenda. The board is prohibited by law from taking action on matters
not on the agenda, but may ask questions to clarify the speaker’s comment and/or briefly answer questions. The
board limits testimony on matters not on the agenda to 5 minutes per person and not more than 10 minutes for a
particular subject at the discretion of the Chair of the Board. To best facilitate public expression please complete the
speaker form available at the entrance to the boardroom and present to the Clerk to the Board. If you wish to submit
written comments please provide 12 copies to the Clerk to the Board prior to the start of the meeting. Public speakers
are reminded to announce their names before they address the board.

4) DISCUSSION AND POSSIBLE ACTION REGARDING RETIREMENT
ADMINISTRATOR’S REPORT
a) Withdrawal of contributions by terminating employees
b) Billings for fees and services
c) Presentation of Administrator’s report

5) INVESTMENTS/FINANCIALS
a) Presentation of financial statements
b) Action may be taken to terminate or hire investment managers at any meeting

¢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 ¢



¢RETIREMENT BOARD MEETING AGENDA+
¢MAY 18,2011 - 8:30 A.M.¢

6) DISCUSSION AND POSSIBLE ACTION REGARDING LETTER OF ENGAGEMENT WITH
HANSON BRIDGETT FOR FISCAL YEAR 2011/2012 FOR TAX/IRS LEGAL SERVICES

7) CLOSED SESSION (Timed Item at 9:30 A.M.)
a) Potential initiation of litigation (Buck Consultants) pursuant to

Government Code Section 54956.9(c) - one (1) case

b) Significant exposure to litigation pursuant to Government Code Section
54956.9(b)(3)(A)- one (1) case

¢) Pending disability applications

1) CANALE, MARK (05/25/10) GENERAL SERVICES SCD
2) HUDSON, GARY (09/07/10) SHERIFF SCD

3) KOSKINEN, KIM (10/15/08) HHSA (SOC SERV) SCD
4) ZIMMERER, TIMOTHY (08/27/09) SHERIFF SCD

(Pursuant to Government Code Section 31532, individual medical records of disability applicants will be
discussed during closed session and are not public information.)

8) REPORT OUT FROM CLOSED SESSION

9) DISCUSSION AND POSSIBLE ACTION REGARDING QUARTERLY PERFORMANCE
REPORT (CALLAN ASSOCIATES)

12:00 NOON) ADJOURN TO LUNCH RECESS

1:00 P.M.) RECONVENE

10) DISCUSSION AND EDUCATION REGARDING U.S. CORE OPEN-END REAL ESTATE
MANAGEMENT (CALLAN ASSOCIATES)

11) INTERVIEWS AND POSSIBLE ACTION REGARDING U.S. CORE OPEN-END REAL
ESTATE INVESTMENT MANAGER (CALLAN ASSOCIATES)

(Pursuant to Government Code Section 54954, this agenda was posted 72 hours prior to the meeting.)

¢RETIREMENT ASSOCIATON CONFERENCE ROOM: 625-B KINGS COURT, UKIAH, CA 954824
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James M. Andersen
Retirement Administrator

Date:
To:
From:

Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

May 11, 2011
Board of Retirement
Jim Andersen, Retirement Administrator

Subject: Discussion and Possible Action Regarding the Administrator’s Report

Financial

L.

The application has been completed, approved, and funds invested in the Prudential
Small Cap Value fund. The initial investment was $9.6 million. All shares of the
Vanguard Small Cap Value Index fund have now been sold. The sale and purchase of
shares straddled the calendar month end, so the April 30" financial statements will not
reflect the investment in Prudential. You will note the high cash and accounts receivable
from which the $9.6 million investment in Prudential was made on May 1*.

MCERA received a sufficient number of responses to our RFP for an independent
financial auditor prior to the May 6, 2011 deadline. It is the committee’s objective to
present the full Board with a recommended firm and contract at its June meeting.

The first draft of the CAFR for fiscal years ending June 30, 2010 and 2009 and will be
submitted to the Budget & Audit ad hoc committee of the Board, and Jim Sligh, CPA, for
their review.

[ met with the County CEO and Auditor on May 4" to present the Board approved
Proposed Budget.

As directed by the Board in adopting the 2011/12 Proposed Budget, staff worked with
Hanson Bridgett to amend the current letter of engagement for taxation and IRS legal
services from a maximum of $30,000 to a maximum of $45,000. As the Board requested,
a new letter of engagement has been developed and is on the Board’s agenda for May.

Also as directed by the Board in adopting the 2011/12 Proposed Budget, staff reviewed
the current contract in place with Sonoma County for general legal services. After
reviewing the contract, and conferring with Sonoma County, I believe that the existing
contract provides all the appropriate terms and conditions for general legal services
moving forward. I have spoken with Mendocino County Counsel, Jeanine Nadel, and
will send official written notice of MCERA’s decision to use Sonoma County Counsel
for general legal services beginning July 1, 2011.



Outreach

[ conducted my monthly post-Board-meeting briefing with Ukiah Valley Television.

Retiree Health Care

In order to comply with Internal Revenue Code (IRC) Section 401(h), I requested the County to
submit a letter to MCERA which contains the projected retiree health care costs for the 2011/12
fiscal year. Consistent with IRC Section 401(h), MCERA may deposit County contributions to
the pension fund in a 401(h) account (Account number 3000H), up to the remaining balance
($658,654) in accrued excess earnings. The accrued excess earnings will be used to offset the
County contribution that otherwise would have been deposited in the County pension reserves.
As stated in previous Administrator reports, all future excess earnings will be utilized pursuant to
the Board’s policy adopted in June of 2010.

Miscellaneous

1. T will be attending the SACRS conference the week of May 9™ and will be prepared to
report out on the conference.

2. MCERA has been working closely with Buildings & Grounds, Axt & Mitchell, and the
state to secure final sign off (state schedule G) of all ADA accommodations in our leased
space. As of the writing of this report, we still did not have final sign off, but we did
receive written agreement from the state that the improvements were substantially
complete and the new, increased lease payments would begin. The increased lease
payments will be retroactive to March 1, 2011. Judy Zeller has been the lead in working
through the maze of state offices and forms to secure our lease revenues.

JA
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MENDOCINO COUNTY EMPLOYEES RETIREMENT ASSOCIATION

FINANCIAL STATEMENT
APRIL 2011 FINAL
CASH -GENERAL 2,123,927 .42
CASH RESERVED-BRADFORD -
CASH RESERVED-DODGE & COX
TOTAL CASH

ACCOUNTS RECEIVABLE
PREPAID EXPENSE
OFFICE EQUIPMENT 3,786.40

INVESTMENTS

PIMCO DODGE & COX | BRADFORD DODGE & COX

BONDS @ COST"'  43,436,703.83 50,157,082.92
NET BONDS (  43,436,703.83 50,157,082.92

INTERNATIONAL EQUITIES
SMALL CAP EQUITIES
MID CAP EQUITIES
LARGE CAP EQUITIES
REAL ESTATE
625 KINGS COURT
TOTAL SECURITIES & REAL ESTATE @ COST
ACTUARIAL VALUE OF UNRECORDED EARNINGS
SHORT TERM INVESTMENT (LAIF)

TOTAL ASSETS

LIABILITIES AND UNDISTRIBUTED EARNINGS
MEMBERS DEPOSIT RESERVE

REGULAR CONTRIBUTIONS
REGULAR INTEREST
C.O.L. CONTRIBUTIONS
C.O.L. INTEREST

ACCOUNTS PAYABLE
COUNTY ADVANCE RESERVE
CURRENT SERVICE

RETIRED MEMBERS' RESERVE
ANNUITY

CURRENT/PRIOR SERVICE
SURVIVORS' BENEFITS

COST OF LIVING

MISCELLANEOUS

RETIREES INSURANCE
RETIREES PEDIT ACCOUNTS
RETIREE VISION INS

AMCRE DUES

AFLAC INSURANCE
DEPENDENT INSURANCE
RETIREE INSURANCE PAYMENT
FEDERAL WITHHOLDING

STATE WITHHOLDING

WAGE ATTACHMENT
RECOUPMENT

PEDIT TRUST DENTAL

HOLDING ACCOUNT
UNDISTRIBUTED EARNINGS
BALANCE-JUNE 30, 2002
CONTINGENCY RESERVE

HLTH INS CLAIMS RESERVE
INTEREST/BRADFORD
INTEREST/DODGE & COX
INTEREST/PIMCO

INTEREST GENERAL

INTEREST APPORTIONED
ADDITIONAL DEATH BENEFIT
RENTAL INCOME

DIVIDEND & INTEREST REINVESTED
CAPITAL GAINS & LOSSES REINVESTED
GAIN ON SALE OF INTERNATIONAL EQUITY
GAIN ON SALE OF EQUITIES
WRITE DOWN OF INVESTMENTS
GAIN ON SALE OF REAL ESTATE
RECOGNIZED MARKET VALUE APPRECIATION
PROFIT/LOSS-BRADFORD
PROFIT/LOSS-DODGE
PROFIT/LOSS INCOME FUND
ADM. EXPENSE REIMB
COMMISSION RECAPTURE
MISCELLANEOUS

BUILDING EXPENSES
INVESTMENT EXPENSES

TOTAL

- $ 705,379.00

0.00 705,379.00

$ 34,884,797.51
$ 11,249,799.45
$ 13,218,834.27
$ 4,185,065.78

$ 73,603,923.73
$ 99,898,615.50
$ (4,831,259.02)

658,653.66
20,517.87

738.80
3,194.54
256.00

26,483.98
(185.00)
297.76

(2,961.92)

(11,974.52)

$ »
$ 3,000,335.17
$ »
$  404,968.61
$ 1,403,633.80
$  620,097.10
$ 2872249
$ (8,363.22)
$ (4,000.00)
$ 38,398.05
$ 4,521,001.31
$ 2,265,541.91
$ 1,234,156.47
$ 7,695,290.35
$ (9,557,912.25)
$ @
$
$
$
$
$
$
$
$
$

1,428,775.20
2,646,407.93
(67,107.44)
30.72
1,089.12
(158,168.97)
(25,899.29)
(305,704.64)

TOTAL LIABILITIES & UNDISTRIBUTED EARNINGS

Page 1

TOTAL

2,123,927.42
7,413,057.34

3,786.40

$ 94,299,165.75
$ 94,299,165.75
$ 71,930,032.91
9,779,789.51
16,906,469.39
81,113,546.50
23,817,339.73
901,112.09
$298,747,455.88
$ _
$ -

$308,288,227.04

$ 63,538,497.01

(21,268,942.56)

$250,162,379.00

$  695021.17

$ 15,161,272.42

$308,288,227.04

MARKET VALUE
INFORMATIONAL ONLY
APRIL 2011 FINAL

97,398,853.00

89,224,868.00
15,599,674.00
23,231,566.00
98,401,640.00
29,564,098.00

862,120.00

2,123,927.42

7,413,057.34

3,786.40

363,823,590.16

55,535,363.12



COMPARISON OF RETIREMENT SYSTEM MONEY MANAGERS MARKET VALUE OF INVESTMENTS

APR 2011 FINAL

BRADFORD & MARZEC
DODGE & COX (SEPARATE)
PIMCO

DODGE & COX INCOME

SMALL CAP GROWTH
ALLIANCE
RS EMERGING
FREMONT

SMALL CAP VALUE
VANGUARD SMALL CAP IN
PRUDENTIAL

MID CAP GROWTH
MORGAN STANLEY
JANUS ENTERPRISE

MID CAP VALUE
FIDILITY LP STCK

ROYCE TOTAL RTN

LARGE CAP GROWTH
GROWTH FUND OF AMERIC
HARBOR CAP APPRE
JANUS RESEARCH

LARGE CAP VALUE
SELECTED AMERICAN
DODGE & COX
INVEST CO AMERICA
ROBECO
VAN GUARD GR&INC

INTERNATIONAL STOCK

EUROPACIFIC
HARBOR INTL
ACORN INTL
ARTISAN
JANUS INTL
MONDRIAN
OAKMARK

REAL ESTATE
RREEF PUBLIC
RREEF PRIVATE
NEW PRIVATE
625 B KINGS COURT

NEW FUNDS AVAILABLE

A

MARKET VALUE
INVESTMENTS

86,738
47,117,915
50,194,200

4,321,820
3,995,030
7,282,824

6,163,484
5,943,188

a

5,617,858
5,507,036

11,130,453
11,320,716
11,298,609

10,980,363
16,509,831

11,046,562
14,981,514
11,133,592

17,115,326
17,676,207
9,305,496

15,942,328

15,280,696
13,904,815

13,732,851
15,831,247

862,120

354,282,819

B C

CASH TOTAL
RESERVED AVAILABLE

86,738
- 47,117,915

50,194,200

4,321,820
3,995,030
7,282,824

6,163,484
5,943,188

5,617,858
5,507,036

11,130,453
11,320,716
11,298,609

10,980,363
16,509,831
11,046,562
14,981,514
11,133,592

17,115,326
17,676,207
9,305,496

15,942,328
15,280,696
13,904,815

13,732,851
15,831,247

862,120

- 354,282,819

D

PERCENT
OF PORT

0.00%
0.02%
13.30%
14.17%

1.22%
1.13%
2.06%

0.00%
0.00%

1.74%
1.68%

1.59%
1.65%

3.14%
3.20%
3.19%

3.10%
4.66%
3.12%
4.23%
3.14%

4.83%
4.99%
2.63%
0.00%
4.50%
4.31%
3.92%

3.88%

4.47%

0.24%

100.00%

% BY
CLASS

27.492%

4.403%

0.000%

3.417%

3.140%

9.526%

18.249%

25.185%

8.588%

100.000%

F

TARGET
%

(2010 STUDY)
0.000%
0.000%

14.000%
14.000%
28.000%

1.000%
1.000%
1.900%
3.900%

0.000%
1.900%
1.900%

1.400%
1.400%
2.800%

1.400%

1.400%
2.800%

3.000%
3.000%
3.000%
9.000%

3.000%
4.400%
3.000%
4.400%
3.000%
17.800%

4.700%
4.700%
2.500%
0.000%
4.700%
4.700%
3.800%
25.100%

1.700%
4.200%
2.800%
0.300%

9.000%

100.300%

G

TARGET
AS DOLLARS

49,599,595

3,542,828
3,542,828
6,731,374

6,731,374

4,959,959
4,959,959

4,959,959
4,959,959

10,628,485
10,628,485
10,628,485

10,628,485
15,588,444
10,628,485
15,588,444
10,628,485

16,651,292
16,651,292
8,857,070

16,651,292
16,651,292
13,462,747

6,022,808
14,879,878
9,919,919
1,062,848

305,746,073

H

DIFFERENCE
AS DOLLARS
() INDICATES
(86,738)
2,481,680

(778,992)
(452,202)
(551,450)

6,731,374

(1,203,525)
(983,229)

(657,899)
(547,077)

(501,968)
(692,231)
(670,124)

(351,878)
(921,387)
(418,077)
606,930
(505,107)

(464,034)
(1,024,915)
(448,426)

708,964
1,370,596
(442,068)

(7,710,043)

(951,369)
9,919,919
200,728

1,657,454



COMPARISON OF COST AND MARKET VALUES FOR MENDOCINO COUNTY RETIREMENT ASSOCIATION

APR 2011 FINAL

A
cosT
VALUE
BRADFORD & MARZEC
NET COST VALUE 0
DODGE & COX
NET COST VALUE 705,379
DODGE & COX INCOME 50,157,083
PIMCO 43,436,704
NET COST VALUE
SMALL CAP GROWTH
ALLIANCE 1,967,844
RS EMERGING 2,500,101
FREMONT 5,311,845
SMALL CAP VALUE
VANGUARD SMALL CAP INDEX 0
VACANT POSITION 0
MID CAP GROWTH
MORGAN STANLEY 4,254,453
JANUS ENTERPRISE 5,232,908
MID CAP VALUE
FIDILITY LP STCK 3,588,432
ROYCE TOTAL RTN 3,830,676
LARGE CAP GROWTH
AMERICAN FUND 8,378,074
HARBOR CAP APPRE 8,771,886
JANUS RESEARCH 8,535,170
LARGE CAP VALUE
SELECTED AMERICAN 8,787,463
DODGE & COX 13,703,520
INVEST CO AMERICA 9,035,485
ROBECO 14,500,000
VAN GUARD GR&INC 9,401,948
INTERNATIONAL STOCK
EUROPACIFIC 12,709,336
HARBOR INTL 15,027,678
ACORN INTL 5,622,539
ARTISAN -
JANUS INTL 12,924,605
MONDRIAN 14,500,000
OAKMARK 11,145,875
REAL ESTATE
RREEF PUBLIC FUND 9,069,048
RREEF PRIVATE FUND 14,748,291
625 B KINGS COURT 901,112
TOTAL INVESTMENTS 298,747,456

REALIZED GAIN ON SALE OF INVESTMENTS
(AMOUNT AVAILABLE TO CREDIT TO RESERVES)

INTEREST INCOME
WRITE DOWN OF INVESTMENTS
GAIN/(LOSS) ON INTERNATION SALES
GAIN/(LOSS) ON SALE OF EQUITIES
GAIN/(LOSS) ON SALE OF BONDS
GAIN/LOSS INCOME REINVESTED
DIVIDEND/INTEREST INCOME REINVESTED
RECOGNIZED MARKET VALUE APPREC.
COMMISSION RECAPTURE
RENTAL INCOME
BUILDING EXPENSE
NET ADMINISTRATION EXPENSES

TOTAL REALIZED GAIN AND INCOME

TOTAL REALIZED AND UNREALIZED GAIN-INCOME

AMOUNT AVAILABLE TO CREDIT TO RESERVES

B

MARKET
VALUE

86,738
50,194,200
47,117,915

4,321,820
3,995,030
7,282,824

6,163,484
5,943,188

5,617,858
5,507,036

11,130,453
11,320,716
11,298,609

10,980,363
16,509,831
11,046,562
14,981,514
11,133,592

17,115,326
17,676,207
9,305,496

15,942,328

15,280,696
13,904,815

13,732,851
15,831,247

862,120

354,282,819

THIS MONTH

24,722

1,660,656
1

100,734
436,239

(2,671)
(23,132)

C

UNREALIZED

GAIN

(618,641)
37,117
3,681,211

2,353,976
1,494,929
1,970,979

1,909,031
710,280

2,029,426
1,676,360

2,752,379
2,548,830
2,763,439

2,192,900
2,806,311
2,011,077

481,514
1,731,644

4,405,990
2,648,529
3,682,957

3,017,723
780,696
2,758,940

4,663,803
1,082,956

(38,992)

55,535,363

CURRENT
YEAR
2,453,422

(9,557,912)
1,234,156
7,695,290
4,008,076
2,265,542
4,521,001

1,069
38,398
(25,899)
(463,843)
12,169,300

12,169,300

D

GAIN BY
CATEGORY

3,099,687

5,819,884

2,619,311

3,705,786

8,064,648

9,223,446

17,294,835

5,707,766

55,535,363

TOTAL

12,169,300

12,169,300

E

PRIOR MONTH
GAIN/LOSS

(1

(618,641)
(560,878)
3,042,251

2,168,661
1,248,782
1,753,831

1,487,670

1,584,029
513,510

1,790,564
1,560,504

2,448,637
2,101,662
2,341,294

1,899,466
2,202,344
1,684,776

21,907
1,402,794

3,562,945
1,497,556
3,179,670

3,127,088

2,066,694

3,918,060
874,825

(38,992)

46,261,008

2,428,700
(9,5657,912)
1,234,156
6,034,635
4,008,075
2,164,808
4,084,763

1,069
38,398
(23,228)
(440,711)
9,972,753

F

MONTHLY

Cl

HANGE
1

597,995
638,960

185,315
246,147
217,148

1,487,670)

325,002
196,770

238,862
115,856

303,742
447,168
422,145

293,434
603,967
326,301
459,607
328,850

843,045
1,150,973
503,287
(109,365)
780,696
692,246

745743
208,131

(0

9,274,355

24,722
(0)

0
1,660,655

1

100,734
436,238
0

0
(2,671)
(23,132)

G

START OF
FISCAL YEAR
(MARKET)

16,907,925

41,310,537

45,164,284

2,980,938
2,457,293
2,494,201

11,011,023

7,568,653
7,083,362

7,384,148
7,315,773

6,730,586
8,320,170
7,437,093

9,585,265
5,758,440
9,633,528

8,867,385

8,647,530
8,124,842
8,843,640
7,633,586
9,466,892

9,610,807
9,882,144
12,895,169

862,120

283,977,334

H

FISCAL YEAR
CHANGE
(MARKET)

(16,907,925)

(41,223,799)
50,194,200
1,953,631

1,340,882
1,637,737
4,788,623

(11,011,023)

(1,405,169)
(1,140,174)

(1,766,290)
(1,808,737)

4,399,867
3,000,546
3,861,516

1,395,008
10,751,391
1,413,034
14,981,514
2,266,207

8,467,796
9,651,365
461,856
(7,633,586)
6,475,436
15,280,696
4,294,008

3,850,707
2,936,078

70,305,485



Telephone: (707) 463-4328
(707) 467-6473
Fax: (707) 467-6472

James M. Andersen
Retirement Administrator

MENDOCINO COUNTY
EMPLOYEES' RETIREMENT ASSOCIATION
625-B KINGS COURT
UKIAH, CALIFORNIA 95482-5027

Date: May 4, 2011

To: Board of Retirement .

From: Jim Andersen, Retirement Administrator<{y

Subject: Discussion and Possible Action Regarding a Letter of Engagement with Hanson

Bridgett for Tax/IRS Legal Services

Introduction

At its April 2011 meeting, the Board approved a Proposed Budget for fiscal year 2011/12 that
included $10,000 in appropriations for specialized legal services pertaining to taxation and
Internal Revenue Service (IRS) laws, regulations and rulings. Staff was directed to bring back a
letter of engagement with the law firm of Hanson Bridgett for such services.

Discussion

Attached for the Board’s review is a letter of engagement with Hanson Bridgett for legal services
on the subject matters of taxation and the IRS. The letter of engagement, Fees and Billing
Practices, includes a not to exceed amount of $10,000 without approval of the MCERA Board.
All other terms and conditions are consistent with our previous letter of engagement with Hanson

Bridgett.

Recommended Motion/Action

Approve the letter of engagement with Hanson Bridgett effective upon signing and through fiscal
year 2011/12.

JA
Attachment



