¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
¢AUGUST 17, 2011 AT 8:30 A.M.+¢

1) CALL TO ORDER
Bob Mirata, Board Chair, called the meeting to order at 8:30 A.M.

Roll call was conducted with the following members present: Bob Mirata, Shari Schapmire,
Dennis Huey, Lloyd Weer, Randy Goodman, Ted Stephens, Dr. Don Coursey and Tim
Knudsen. Also present: Jim Andersen, Retirement Administrator and Judy Zeller, Clerk to the
Board. Members absent: Kendall Smith and Craig Walker.

2) APPROVAL OF MINUTES

Upon motion by Board member Schapmire, seconded by Board member Weer; IT IS
ORDERED that the minutes of the July 20, 2011 Board meeting are approved.

3) PUBLIC COMMENT: None

Mr. Walker entered the meeting at 8:35 A.M.
Supervisor Smith entered the meeting at 8:47 A.M.

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.

Presenter/s: Judy Zeller reported withdrawals of contributions, new retirees, and retiree
deaths. Jim Andersen referenced written reports previously distributed to the Board.

Financial

1.) Gallina LLP will be on site September 6th and 7th to meet with staff for the purpose of better
understanding the business functions of MCERA and refining their audit program. Gallina
would like to meet with the ad hoc budget and audit committee of the Board while on site.
Given trustee Goodman'’s role as an employee providing accounting and fiscal support to
MCERA, it is recommended that he step down from the ad hoc budget and audit committee
and that trustee Stephens be appointed by the chair, making a committee of trustees Weer and
Stephens.

2.) Staff attended a webinar, coordinated by SACRS, on the impacts of proposed amendments
to GASB 25 and 27. The most pertinent points were: 1) GASB will be intentionally separating
pension expense accounting from pension funding; 2) sponsor balance sheets will contain
much more volatile expense information for all audiences to understand; 3) Net Pension
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Liability (NPL), very close to the calculation of Unfunded Accrued Actuarial Liability (UAAL),
will be considered a long-term liability of the sponsors; 4) the NPL will likely be one of the
larger items on the balance sheet; 5) there is uncertainty how bond buyers of public debt will
react to the balance sheet changes; 6) there may be changes to discount rates used by some
sponsors in calculating NPL for their systems, however, this is not expected of 1937 Act
systems where all normal costs and UAAL are currently reflected in the contribution rates;
and 7) MCERA sponsors would be required to implement the new accounting rules beginning
in fiscal year 2013/14.

Automation

1.) The Linea Solutions revised scope of work will be presented during the Board’s September
meeting.

Legislation

1.) SACRS is considering sponsoring legislation that provides authority for the Board of
Retirement to set the total compensation of the Chief Executive Officer (Retirement
Administrator) and Chief Investment Officer (CIO), provided that such compensation shall
not exceed the total compensation of the senior official in the county. There are a number of
vacancies among the SACRS systems and it is becoming increasingly difficult to recruit
individuals who are competent to manage the assets and responsibilities of a public pension
plan.

Miscellaneous

1.) One retired member has requested that the Board consider adopting the provisions of GC
§ 31760.2. If this section were adopted it would change the eligibility of a surviving spouse to
receive a continuance of a retiree’s benefit upon the death of the retiree. Currently a
continuance to a spouse is only granted if the marriage occurred at least one (1) year prior to
retirement and the spousal relationship continues until the death of the retiree. The Board of
Retirement has the authority to adopt the GC § 31760.2 by resolution. The requested
enhanced benefit is provided in roughly half of the 1937 Act systems.

Board Direction: Board Member Knudsen referenced a GC § previously adopted by the Board
regarding Domestic Partnerships. He requested that the issue of spousal continuance be
brought back as an agenda item and that it include benefits pertaining to Domestic
Partnerships as well. Board member Smith agreed, requesting that a complete review of 37
Act Benefit Enhancements adopted by either the Board of Supervisors or the Board of
Retirement be done and that a grid outlining these benefits be presented to the Board of
Retirement. Board member Stephens requested that dates of adoption of any benefit
enhancements be included in the report.

Board Action: The Chair appointed Board member Stephens to the Ad Hoc Budget and Audit
Committee. Motion was made by Board member Goodman to approve the Administrator’s
report. Board member Huey seconded the motion and it was approved unanimously.
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5) INVESTMENTS/FINANCIALS

Presenter/s: Jim Andersen referenced the preliminary recaps of our portfolio of investments as
of July 31, 2011 previously distributed to the Board and the June 2011 final pre-accrual
statement.

6) DISCUSSION AND POSSIBLE ACTION REGARDING QUARTERLY
PERFORMANCE
REPORT FROM CALLAN ASSOCIATES

Presenter/s: Greg DeForrest and Greg Ungerman, Callan Associates, referenced the Quarterly
Performance report previously distributed to the Board.

Board Action: No action taken.
7) BREAK

8) CLOSED SESSION (10:15 A.M.)
a) Pending disability applications:
1) HUDSON, GARY (09/07/10) SHERIFF SCD
2) KOSKINEN, KIM (10/15/08) HHSA (SOC SERV) SCD
3) NOONAN, KRISTIN (05/05/11) HHSA (SOC SERV) NSCD
b) Disability retirement case review:
1) BROIN, LORI APPROVED FOR SCD 11/17/2010
c) Potential initiation of litigation (Buck Consultants) pursuant to
Government Code Section 54956.9(c) - one (1) case
d) Significant exposure to litigation pursuant to Government Code Section
54956.9(b)(3)(A) -one (1) case

9) REPORT OUT FROM CLOSED SESSION (11:45 A.M.)

Board Direction: The Board provided direction to staff on closed session item 8b and provided
direction to staff and legal counsel on closed session item 8c.

Board Action: No action taken.
10) PRESENTATION REGARDING TAXABLE PENSION INCOME FOR SERVICE

CONNECTED DISABILITES ARISING OUT OF PRESUPTIVE ILLNESS OR INJURIES
(GC§ 31726.5)
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Presenter/s: Jim Andersen referenced written reports previously distributed to the Board.

Direction to Staff: The Board requested staff to contact SACRS to relate the need for a change
in legislation pertaining to the government code section 31720.5 presumptive illness,
specifically heart trouble.

11) DISCUSSION AND POSSIBLE ACTION REGARDING MINOR REORGANIZATION
OF MCERA STAFFING

Presenter/s: Jim Andersen referenced written reports previously distributed to the Board.

Board Action: Motion was made by Board member Schapmire to approve the minor
reorganization of MCERA staffing. Board member Goodman seconded the motion and it was
approved unanimously.

There being no further business Bob Mirata, Chair, adjourned the meeting at 12:10 pm.
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