MENDOCINO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION BOARD
OF DIRECTORS MINUTES OF THE REGULAR MEETING,
DECEMBER 16, 2009 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, Bob Mirata, Shari Schapmire, Dennis Huey, Tim Knudsen, Dr. Don Coursey and
Tim Pearce. Members absent: Kendall Smith and Lloyd Weer.

Also present: Jim Andersen, Retirement Administrator, Jeanine Nadel, County Counsel,
John McCowen, 1* District Supervisor, and Judy Zeller, retirement staff.

Kendall Smith arrived at 8:35 am.

2. ELECTION OF OFFICERS

Motion made by Mirata, seconded by Huey to reelect the current slate of officers. All votes
favorable, motion carried. Ms. Zeller reported the officers for the upcoming year will be
Tim Pearce, Chair, Bob Mirata, Vice Chair, and Dennis Huey, Secretary.

3. APPROVAL OF MINUTES

Upon motion by Trustee Huey, seconded by Trustee Schapmire, and carried unanimously;
IT IS ORDERED that the minutes of the November 18, 2009, Board meeting are approved.

4. RETIREMENT ADMINISTRATOR’S REPORT

Presenter/s: Jim Andersen referenced written information previously distributed to the
Board.
a. Jim Andersen informed the Board that Callan Associates had identified nine (9)
funds where more advantageous fees could be obtained by changing share class.
Letters of instruction were sent, and eight (8) funds had transitioned.
b. Jim Andersen mentioned that he would be attending the services of Mr. Don
Peterson and the reception at CSAC on Friday December 18, 2009. He then
explained that his prior commitment to an interview on the same day with Mr.
John Sakowicz of KZY X radio would continue as planned. The interview would
be done by phone at 9 am and the duration would be reduced to 30 minutes with a
follow up interview to be scheduled on a later date.



¢. Jim Andersen informed the Board of the RFQ/I progress. The Software
Selection ad hoc committee met on December 1, 2009 to review five (5)
responses. The committee recommended conducting reference checks and
interviews for the top two (2) firms. Once complete a recommendation of a
preferred vendor will be presented to the Board at the January Board meeting.

d. Jim Andersen mentioned that Jim Sligh, CPA, has begun preparing an
independent audit of MCERA. The audit should conclude in early January 2010.
Randy Goodman questioned whether we have a contract with Mr. Sligh and asked
if the Board had ever voted on such a contract. He asked the Board to consider
using a different auditor each year.

Presenter/s: Judy Zeller referenced written information previously distributed to the Board
regarding withdrawals of contributions. Jim Andersen referenced billings for services and
fees. He reminded Board members of the requirement to remit payment for the waivers of
recourse.

Board Action: Motion was made by Trustee Coursey, seconded by Trustee Callahan to
approve the Retirement Administrator’s Report as presented. Motion carried unanimously.

5. INVESTMENTS/FINANCIALS

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

the Board, including the preliminary financial statement for the period ending November 30,
2009. He mentioned that our cash position continues to be strong with 14.5 million in
general. The question has been raised about reinvesting, but Callan has recommended that
we wait until our asset allocation study is complete.

Presenter/s: Jim Andersen presented information regarding interest posting to reserves on
December 31, 2009. He estimated that we will have approximately $3,300,000 available at
the end of December 2009 that can be credited to the reserves. This amount is the result of
the regular payment of monthly and semi-annual interest on the investments held in the
Fixed Income (bond) portion of the system’s portfolio. This amount equated to an
approximate 1.0% rate of return on the investments and is available for crediting purposes.

Board Action: Motion was made by Trustee Huey, seconded by Trustee Mirata to approve
the 1.0% interest posting to reserves. Motion carried unanimously.

6. HEALTH INSURANCE

Presenter/s: Jim Andersen presented information on our current Health Insurance Reserves.
He further advised the Board that current life of the insurance reserves is approximately 13
months.

Presenter/s: Kendall Smith expressed concerns about what was being done to keep the
county diligent in review of Retiree Health Insurance. It was mentioned that the Board of
Supervisors had requested that Human Resources and Executive Office Staff to return in
November 2009 with a report on Retiree Health Insurance, but there has not been a report



yet. Sue Goodrick has contacted Mr. Andersen regarding a plan for review of this issue.
Ms. Smith asked that Jim Andersen send a letter to Tom Mitchell, CEO, requesting that he
report to the Board of Supervisors on Retiree Health Insurance.

Presenter/s: John McCowen asked the Board if it was fiscally responsible to continue to
declare excess earnings to benefit the retiree health insurance plan and what effect does that
have on the ability to properly fund the retiree pension obligation which currently has an
unfunded liability. Mr. Andersen responded, stating that the Board of Retirement is solely
responsible for the declaration and use of excess earnings. Mr. Knudsen stated that the
Board had adopted an excess earnings policy in which it is stated that excess earnings shall
be reserve for three (3) years of retiree health insurance, and then change the contingency
reserve from 1% to 3%. Anything beyond that amount will be used to pay down unfunded
liability.

7. MISCELLANEOUS

a. Presenter/s: Kendall Smith reported on AB 811 which is legislation that was passed
to allow homeowners/small business owners to apply for energy audits allowing
them to receive loans to pay for energy improvements. She mentioned that she felt
this was an excellent opportunity for the Retirement System to invest funds in the
local economy, by way of supporting investments for energy efficient improvements.

b. Presenter/s: Kendall Smith discussed billing for legal services provided by Jeanine
Nadel, County Counsel. Ms. Nadel admitted that she has not billed Retirement for
legal services provided and she stated that she had surveyed other County Counsels.
It was found that most do bill for legal services by agreement. And most retirement
systems do pay for legal services whether provided by County Counsel or outside
services. Jim Andersen was directed to work directly with Jeanine Nadel on this
issue and continue for further discussion at the January 2010 Board meeting.

c. Presenter/s: Mr. Andersen presented information on our upcoming IRS
Reauthorization. This is a review of 1937 Act retirement systems to evaluate their
compliance with the IRS code which is necessary to retain our status as a tax-
deferred retirement system. SACRS has contracted with Hanson Bridgett (Robert
Blum) to review the 1937 Act for IRS compliance. An initial review by retirement
systems must be completed by January 2011 and to assist local retirement systems in
this effort, Hanson Bridgett has developed a comprehensive guide for evaluating
local systems. The cost of this guide is $10,000. Hanson Bridgett will also provide
training in the use of the guide for an additional $12,000. Training attendance is
unlimited; therefore Merced, Tulare, and Ventura counties are all interested in a joint
training with Mendocino. Mr. Andersen requested authorization to sign a letter of
engagement or contract with Hanson Bridgett for a local guide to preparing for IRS
reauthorization of our system and training in preparation for an IRS review.

Board Action: Motion was made by Trustee Mirata, and seconded by Trustee
Schapmire to authorize Mr. Andersen to sign a letter of engagement or contract
with Hanson Bridgett for a local guide to preparing for IRS reauthorization of our
system and training in preparation for an IRS review. The motion was passed
unanimously.



d. Presenter/s: Mr. Andersen presented information on adoption of a Board Education
Policy including a draft of the newly developed Board Education Policy. This policy
is intended to ensure that Board members are sufficiently and equally oriented and
trained as fiduciaries of the retirement system and the need to be fiscally responsible.
Retirement staff will be responsible for tracking training for Trustees. Trustees will
be responsible for managing their training.

Board Action: Motion was made by Trustee Smith, and seconded by Trustee
Huey to approve the Board Education Policy. The motion was passed
unanimously.

e. Presenter/s: Mr. Anderson presented information on upcoming training opportunities
for Trustees including the SACRS Spring Conference and the Callan College. It was
also mentioned that CalAPRS also offers training.

Public Expression: None
8. 10:25 ENTERED INTO CLOSED SESSION
a. Discussion and possible action on disability applications
10:50 OUT OF CLOSED SESSION

BOARD ACTION FROM CLOSED SESSION

a. BAKER, JILL, filed 1/27/2008 for Service Connected Disability
12/16/09 APROVED FOR NON-SERVICE CONNETED DISBILITY
As per the following: Ayes: 8, Noes 0, Absent 1

b. BROIN, LORI, filed 09/29/09 for Service Connected Disability
12/16/09 CONTINUED FOR FURTHER REVIEW

c¢. ELDER, COLONIE, filed 1/14/09 for Service Connected Disability
No action taken

d. HAMMER, LAWRENCE, filed 05/12/2008 for Service Connected Disability.

No action taken

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

f. LEHMAN, FLORENCE, filed 10/30/2007 for Service Connected Disability
No action taken

g. MEYER, SHARON, filed 5/12/2008 for Services Connected Disability
No action taken

h. ROBINOW, PAMELA, filed 4/28/2008 for Service Connected Disability
No action taken

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

J- ZIMMERER, TIMOTHY, filed 8/27/09 for Service Connected Disability
No action taken

10:20 REPORT OUT FROM CLOSED SESSION



It was reported that the application for a non-service connected disability for Jill
Baker was approved and the application for service connected disability for Lori
Broin was continued for further review.

There being no further business Chairman Pearce adjourned the meeting at 10:55 A. M.

Tim Pearce, Chair Susan Thornhill, Retirement Coordinator



