¢ MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION ¢
BOARD OF RETIREMENT MEETING MINUTES
+SEPTEMBER 21, 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,
Randy Goodman, Lloyd Weer, Dr. Don Coursey, Kendall Smith, Ted Stephens, Craig Walker,
Dennis Huey, and Tim Knudsen. Also present: Jim Andersen, Retirement Administrator and
Judy Zeller, Clerk to the Board.

2) CLOSED SESSION (8:31 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

3) BREAK
4) REPORT OUT FROM CLOSED SESSION (11:40 A.M.)

Board Direction: The Board provided direction to staff on closed session items 2a3, 2b1, and
provided direction to staff and legal counsel on closed session item 2d. There was no action
taken on items 2al or 2a2.

Board Action Item 2c: Motion was made by board member Coursey to approve a settlement
agreement with Buck Consultants and to release the following statement. Board member
Schapmire seconded the motion and it passed unanimously.

Board Statement:

1. The Board of Retirement approved a settlement agreement with Buck
Consultants, in which MCERA will receive $587,000.

2. MCERA is now served by The Segal Company, an actuarial firm with an
excellent reputation and in which the Board has great confidence. Segal
currently is under contract by 11 of the 20 1937 Act county retirement systems.
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3. Inaddition, the Board has been made aware by its current actuary, The Segal
Company, that Buck recommended employee contribution rates for July 1, 2009
forward that resulted in a net overpayment of employee contributions.

4. The settlement agreement includes projected costs to be incurred in correcting
these errors.

5. The total amount MCERA is receiving is intended to place the retirement
association, the sponsors (County), and the members in the position they would
have been in had the errors not been made.

6. Staff has been directed to complete a project plan, determine an appropriate
project team to correct the errors, and to bring back the final project plan and any
necessary contracts or amendments to contracts for action at the Board’s October
19th meeting.

5) OPEN SESSION & APPROVAL OF MINUTES (11:45 A.M.)

Upon motion by Board member Coursey, seconded by Board member Weer; IT IS
ORDERED that the minutes of the August 17, 2011 Board meeting are approved.

6) PUBLIC COMMENT: None

7) 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, MCERA'’s new independent financial auditor, spent two days with staff and the ad
hoc audit committee gathering an understanding of our operations. They will return to
conduct their audit the week of October 10, 2011 and will have preliminary audited financial
statements prior to the end of October for use by the actuary in preparing the June 30, 2011
valuation study.

2.) Asrecommended by Callan and directed by the Board, staff instructed all fund managers
to reinvest any earnings from dividends, interest and/or gains on transactions. In August,
after consulting with Callan, staff directed the sale of $3 million of shares in the Dodge & Cox
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Income fund. Our objectives were to raise sufficient cash, preserve our portfolio investment
targets, and avoid selling equities and incurring a loss as a result of the recent decline in the
market.

3.) MCERA’s books have been closed for the fiscal year ending June 30, 2011.

4.) Our existing version of financial software, PeachTree, will not accept a new fiscal year after
2010/11. We have purchased an updated version with two licenses and the software is being
installed and debugged on MCERA computers. This will delay the preparation of financial
statements until the October Board meeting.

Legislation

1.) Per the Board’s direction, a proposal to amend Government Code Section 31720.5 has been
submitted to SACRS to clarify that heart illnesses in a safety member are rebuttable
assumptions. The recommendation is being made to bring consistency between the
Government Code and the Court decision in the case of Pellerin v. Kern County Employees’
Retirement Association.

Miscellaneous

1.) At the request of Board member Stephens, staff has been working with counsel to review
whether or not a conflict of interest exists due to family and client investments in American
Funds. Using Administrative discretion, staff entered into a limited engagement letter (no
more than 3 hours) with an outside fiduciary counsel and after careful review, it was
determined that no conflict exists.

2.) Three Board members will be concluding their elected or appointed terms at the end of
November, 2011. Those members are Dennis Huey (Retired Member, Eighth Seat), Tim
Knudsen (Alternate Member, Tenth Seat), and Bob Mirata (Appointee, Ninth Seat). Notice of
election has been sent to all retired members, with declaration of candidacy due at close of
business on September 30, 2011, returned ballots due by close of business on October 28th, and
the election results posting on October 31, 2011 by 4:00 pm.

3.) A potential candidate requested that MCERA perform a mailing to all retirees, at the
candidate’s expense, which would include supplemental election materials. After speaking
with MCERA counsel and the Elections division of the Assessor/Clerk Recorder’s office, staff
requests that the Board provide direction to only perform mailings of MCERA election
materials, which include the candidates’ statements, and thereby avoid a potential
presumption of endorsing or favoring one candidate over another. Staff recommends that the
Board direct a formal elections policy be brought back for discussion and possible action.

Board Direction: The Board directed staff to work with Callan Associates to model a cash
policy that would designate a percent of investment income, or income and rebalancing, as
cash to meet ongoing retiree payroll and administrative/investment expenses. The Board also
directed staff to only perform mailings of MCERA election materials, which include
candidates statements. Staff will bring back a formal election policy for discussion and
possible action by the Board.
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Board Action: Motion was made by Board member Goodman to approve the Administrator’s
report. Board member Weer seconded the motion and it was approved unanimously.

8) INVESTMENTS/FINANCIALS

Presenter/s: im Andersen referenced the June 30, 2011 final closing financial statement and
the August 31, 2011 recap of our portfolio of investments.

9) DISCUSSION AND POSSIBLE ACTION REGARDING AGREEMENT WITH LINEA
SOLUTIONS TO PROVIDE IMAGING AND INDEXING OF ALL PAST AND FUTURE
FILES (EDMS)

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

Board Action: Motion was made by Board member Huey to approve the agreement with
Linea Solutions, Inc. for project management and professional support in implementing the
electronic data imaging (EDMS) initiative of the Information Technology Roadmap. Board
member Smith seconded the motion and it was approved 7/2 with Board members Stephens
and Walker dissenting.

There being no further business Bob Mirata, Chair, adjourned the meeting at 12:15 P.M.
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