MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION BOARD
OF DIRECTORS MINUTES OF THE REGULAR MEETING,
MAY 19,2010 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 8:30 am.

Roll call was conducted with the following members present: Randy Goodman, Caren

Callahan, Lloyd Weer, Bob Mirata, Shari Schapmire, Kendall Smith, Dennis Huey and Tim
Pearce.

Also present: Jim Andersen, Retirement Administrator, Tim Knudsen, Alternate Retiree
Trustee, Sue Thornhill, retirement staff, various retirees and members of the public.

2. APPROVAL OF MINUTES

Upon motion by Trustee Mirata, seconded by Trustee Schapmire, and carried unanimously;
IT IS ORDERED that the minutes of the March 17, 2010, Board meeting are approved.

3. CALLAN ASSOCIATES, INC.
Presenter/s: Greg Ungerman and Jim Van Heuit

a) Mr. Ungerman began the presentation of the first quarter 2010 Investment
Measurement Review. During the review of the report he advised the
Board the portfolio had a gain of $10,000,000 during the first three months
of the calendar year. After a thorough review of the report and an extensive
overview of each of the managers Mr. Ungerman turned the meeting over to
Mr. Van Heuit at 9:00 am.

b) Mr. Van Heuit began his review of the preliminary results of the 2010
Asset-Liability Study performed by Callan Associates on behalf of the
Mendocino County Employees’ Retirement Association.

He reviewed several mixes of more and less aggressive allocation
philosophies. After further discussion the Board requested Mr. Van Heuit
return to the June 2010 meeting with a blend between the 3 and 4™ mix
presented in the preliminary report.



4. DISCUSSION AND POSSIBLE ACTION REGARDING RELEASE OF REQUEST
FOR PROPOSAL (RFP) FOR ACTUARIAL AUDIT

Presenter/s: Jim Andersen referenced written information previously distributed to the
Board recommending the following:

1) Approve the RFP for an audit of the actuarial firm, Buck Consultants; and
2) Approve an ad hoc committee of three, one being a Board of Supervisors appointee.

Board Action: After some discussion the Board voted unanimously to approve the RFP as
presented and appoint Trustees Goodman, Callahan and Pearce to the ad hoc committee.

S. DISCUSSION AND POSSIBLE ACTION REGARDING INTEREST CREDIT
AND THE UNDISTRIBUTED EARNINGS POLICY

Presenter/s: Jim Andersen referenced written material previously distributed to the Board.
During the presentation he advised the Board he will review his recommendations with both
County Counsel and Bob Blum, IRS Attorney during a meeting scheduled May 26, 2010 in
San Francisco and bring the policy back to the regularly scheduled meeting June 16, 2010.

Board Action: No action taken

6. DISCUSSION AND POSSIBLE ACTION REGARDING RELEASE OF COUNTY
COUNSEL OPINION REGARDING EXCESS EARNINGS AUTHORITY (Dated
2/29/2010)

Board Action: After brief discussion the Board voted unanimously to release the opinion.
7. RETIREMENT ADMINISTRATOR’S REPORT

Presenter/s: Jim Andersen referenced written information previously distributed to the
Board, and offered the following comments:

Financial
1) Staff continues to run a parallel process with the Bank of New York Mellon
(BONY). The goal is for BONY to collect the necessary data from all of the Mutual
funds to expedite monthly financial reporting. Mr. Andersen added that a
conference call took place Tuesday May 18" and hopefully reconciliation will be
completed soon.

2) Mr. Andersen reported he anticipates that staff will now concentrate on the
completion of the CAFR for the next several weeks.

3) A meeting took place on April 30™ between Tony Graham and Mr. Andersen to
review the terms of the 2010/11 fiscal year contract.
Outreach



1)

2)

The administrator reported he had met with representatives of the Farm Bureau, Ted
Stephens and Mike Anderson to address questions they had submitted. He added the
meeting was also attended by Supervisors McCowen and Brown, CEO Angelo and
County Counsel. Mr. Andersen added that due to several critical projects currently
underway he would recommend that future requests from the Farm Bureau be placed
on a “time permitting” priority.

An interview is set for May 21 with Mike Adair of the Willits News to discuss
retirement issues.

Automation

None to Report

IRS Reauthorization

1)

2)

The law firm Hanson Bridgett continues to work through SACRS on behalf of the all
1937 Act retirement systems. There appears to be movement toward reviewing the
Act (CERL), and evaluating any IRS issues that may be inherent to the CERL. That
may or may not impact the level of IRS review of each individual system. Further
information may be available by the June Board meeting.

Staff and County Counsel will meet with attorneys Bob Blum and Judith Boyette,
representing Hanson Bridgett, on May 26™ to review the progress being made by
staff on this project.

Retiree Health Care

Nothing new to report

Miscellaneous

It is anticipated that building improvements will begin on Friday May 21st, in order to
comply with the lease agreement with the State of California Rehabilitation Department.

Board Action: Motion by Weer, seconded by Goodman to approve the Administrator’s
Report as presented. Motion carried unanimously.

8. INVESTMENTS/FINANCIALS

Presenter/s: Jim Andersen referenced written reports previously distributed to the Board,
including the preliminary financial report for April 30, 2010. Staff reported the investments
had increased $3,500,000 at the end of April 2010, which is a total increase for the fiscal
year of $53,000,000.

Board Action: None

9. HEALTH INSURANCE



Presenter/s: Sue Thornhill presented the “Insurance Reserve Balance Report” which was
distributed to the Board and the public at the beginning of the meeting.

The Board was advised that the life expectancy of the fund is currently 7 months, without
the forthcoming changes.

10. MISCELLANEOUS

Trustee Smith, Trustee Mirata, Alternate Trustee Knudsen and Jim Andersen, gave reports
on the Spring SACRS conference and the business meetings attended.

11:05 ENTERED INTO CLOSED SESSION
a. Discussion and possible action on disability applications
11:30 OUT OF CLOSED SESSION
BOARD ACTION FROM CLOSED SESSION

a. BROIN, LORI, filed 09/29/09 for Service Connected Disability
No action taken

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

c¢. KOSKINEN, KIM, filed 10/15/2008 for Service Connected Disability
No action taken

d. VEST, DEBORAH, filed 05/05/10 for Service Connected Disability
ADDITIONAL INFORMATION REQUESTED

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

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

12:00 REPORT OUT FROM CLOSED SESSION

It was reported that the application of Deborah Vest was tabled for additional
information.

There being no further business Chairman Pearce adjourned the meeting at 12:25 A. M.

Tim Pearce, Chair Susan Thornhill, Retirement Coordinator



