Stanislaus County Employees’ Retirement Association

832 12th Street, Ste. 600, Modesto, CA 95354 « PO Box 3150, Modesto, CA 95353  www.stancera.org * 209-525-6393 ¢ 209-558-4976 Fax
AGENDA

BOARD OF RETIREMENT April 20, 2016
832 12" Street Ste. 600, Wesley W. Hall Board Room 1:00 p.m.
Modesto, CA 95354

The Board of Retirement welcomes you to its meetings, which are regularly held on the third Wednesday of each month. Your interest is encouraged
and appreciated.

CONSENT ITEMS: These matters include routine administrative actions and are identified under the Consent Items heading.

PUBLIC COMMENT: Matters under jurisdiction of the Board, may be addressed by the general public before or during the regular agenda.
However, California law prohibits the Board from taking action on any matter which is not on the posted agenda unless it is determined an emergency
by the Board of Retirement. Any member of the public wishing to address the Board during the “Public Comment,” period shall be permitted to be
heard once up to three minutes. Please complete a Public Comment Form and give it to the Chair of the Board. Any person wishing to make a
presentation to the Board must submit the presentation in written form, with copies furnished to all Board members. Presentations are limited to three
minutes.

BOARD AGENDAS & MINUTES: Board agendas, minutes and copies of items to be considered by the Board of Retirement are customarily posted
on the Internet by Friday afternoon preceding a meeting at the following website: www.stancera.org.

Materials related to an item on this Agenda submitted to the Board after distribution of the agenda packet are available for public inspection at
StanCERA, 832 12th Street, Suite 600, Modesto, CA 95354, during normal business hours.

AUDIO: All Board of Retirement regular meetings are audio recorded. Audio recordings of the meetings are available after the meetings at
http://www.stancera.org/agenda.

NOTICE REGARDING NON-ENGLISH SPEAKERS: Board of Retirement meetings are conducted in English and translation to other languages is
not provided. Please make arrangements for an interpreter if necessary.

REASONABLE ACCOMMODATIONS: In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this
meeting, please contact the Board Secretary at (209) 525-6393. Notification 72 hours prior to the meeting will enable StanCERA to make reasonable
arrangements to ensure accessibility to this meeting.

1. Meeting Called to Order

2. Roall Call

3. Announcements

4. Public Comment

5. Consent Items

a. Approval of the March 16, 2016 Meeting Minutes  View

b. Monthly Staff Report View

c. StanCERA Quarter 1 2016 Complaint Log View

d. Executive Director Goals Update Quarter 1 2016 View

e. Correspondence Received  View

f. Approval of Service Retirement(s) — Sections 31499.14, 31670, 31662.2 & 31810
Bawanan, Ramon — DA — Effective 04-03-2016
DeWerk, Art — Ceres— Effective 03-01-2015 *

Long, Durena — Alliance Worknet — Effective 04-23-2016
Reece, Lisa— Probation — Effective 04-08-16 *

BN =



Board of Retirement Agenda
April 20, 2016
Page 2
f. Approval of Service Retirement(s) — Sections 31499.14, 31670, 31662.2 & 31810 (Cont.)

5.  Shaw, Cynthia — Alliance Worknet — Effective 03-31-2016
6. Varni, Linda — DCSS - Effective 04-02-2016
7. Fredeking, Tobias, — BHRS — Effective 04-27-16

* Indicates Safety Personnel

Reiff, Laura — Sheriff — Effective 03-31-2016 previously on the 03-16-16 agenda effective date
is changed to 03-28-16.

g. Approval of Deferred Retirement(s) — Section 31700

Bear, Joyanna — Stan Regional 911 — Effective 02-29-2016
Blankenridge, Nicole — DCSS - Effective 03-11-2016
Bozsik, Carly — Animal Services — Effective 12-19-2015
Cunningham, Marcia — SBT- Effective 04-02-2016
Dillon-Theisen, Michele — CSA- Effective 03-05-2016
Esenwein, Daniel — Public Works — Effective 04-02-2016
Gachugu Gichuru, Njoki — CSA- Effective 09-10-2015
Garcia, Paulina — CSA — Effective 09-26-2015

Keller, Jennifer — Superior Court — Effective 01-05-2016
10. Levie, Nicole — Probation — Effective 03-06-2016 *

11. Raj, Elisha — CSA — Effective 07-04-2015

12. Sill, Nathan — Stan Regional 911 — Effective 03-29-2016
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* Indicates Safety Personnel

Investment Manager Annual Presentation

a. Morgan Stanley Presentation
I.  North Haven
lI. Prime

Verus — Investment Consultant

a. February 29, 2016 Flash Report Will be provided at the meeting
b. March 31, 2016 Flash Report — Will be provided at the meeting
c. Asset Allocation Status Update

Executive Director - Administrative

a. Discussion and Action regarding the presentation and acceptance of the June 30, 2015 Final
Actuarial Valuation and the 2012-2015 Final Actuarial Experience Study - Cheiron Actuaries View

b. Information Technology Solutions (ITS) Project Update  View
c. Legal/Legislation Update

d. Discussion and Action for Voting Proxy of State Association of County Retirement Systems
(SACRS) 2016 Business Meeting View

e. Discussion and Action Regarding StanCERA Monthly Meeting Schedule View


file:///C:/Downloads/20151007-6F-SACRS2016LegislativeProposals-Compiled.pdf
file:///C:/Downloads/20151007-6F-SACRS2016LegislativeProposals-Compiled.pdf

10.

11.

12.
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Committee Reports and Recommendations for Action

STANDING COMMITTEES

Due Diligence Committee
a. Discussion and Action Regarding the Annual Due Diligence Trips View

Closed Session

a. Conference with Legal Counsel — Pending Litigation — One Case:
O’Neal et al v. Stanislaus County Employees’ Retirement Association
Stanislaus County Superior Court Case No. 648469
Government Code Section 54956.9(d)(1)

b. Conference with Legal Counsel — Pending Litigation — One Case:
Stanislaus County Employees’ Retirement Association v. Buck Consultants,
LLC, Mediation Pursuant to Evidence Code Sections 1115, 1119, 1152
Government Code Section 54956.9(d)(4)

c. Actuarial Audit and Services — RFP Process
Government Code Section 54957 (b)

Members’ Forum (Information and Future Agenda Requests Only)

Adjournment
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BOARD OF RETIREMENT MINUTES
March 16, 2016
Trustees Present: Jim DeMartini, Michael O’Neal, Jeff Grover, Donna Riley, Mandip Dhillon
Mike Lynch, Sam Sharpe and Gordon Ford
Alternate Trustee Joan Clendenin, Alternate Retiree Representative
Trustees Absent: Jason Gordo
Staff Present: Rick Santos, Executive Director

Kathy Herman, Fiscal Services Manager
Dawn Lea, Member and Employer Services Manager
Kellie Gomes, Executive Board Assistant

Others Present: Fred Silva, General Legal Counsel

1.

Ed Hoffman, Investment Consultant

Meeting Called to Order

Meeting called to order 1:05 p.m. by Trustee Riley, Chair
Roll Call

Announcements

Kellie Gomes announced there was a department change listed on the agenda for retirement for
Herrera, Manuel — GSA — Effective 08-18-2015. The correct department is HSA.

Public Comment

None

Consent Items

a. Approval of the February 17, 2016 Meeting Minutes

b. Monthly Staff Report

c. Investment Fee Summary

d . Approval of Service Retirement(s) — Sections 31499.14, 31670, 31662.2 & 31810

Anderson, Jeffrey — Library — Effective 03-09-2016
Baker, Deborah — CSA- Effective 03-19-2016
Balch, Joyce — HSA — Effective 03-31-2016

Ball, Scott — Probation — Effective 03-01-2016 *
Biesemeier, Robin — CSA-— Effective 03-31-2016
Brush, Alan — AAVS - Effective 03-19-2016
Buchanan, Gale — HSA- Effective 02-20-2016
Cashen, Norman- Sheriff — Effective 03-31-2016 *
Castillo, Dolores — CSA — Effective 03-31-2016
Clouse, Denise — CSA- Effective 03-31-2016
Corey, Jeffrey — Sheriff — Effective 03-19-2016 *
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d . Approval of Service Retirement(s) — Sections 31499.14, 31670, 31662.2 & 31810 (Cont.)

12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.

Cox, Roseanne — CSA — Effective 03-05-2016

Curci, Karen — Probation — Effective 03-02-2016

De Leon, Norma — CSA — Effective 03-19-2016
Destafney, Kathryn — Superior Court — Effective 03-01-2016
Di Bartolo, Toni — HSA — Effective 03-19-2016

Dixon, Michael — Sheriff — Effective 03-03-2016 *
Domico, David — Probation — Effective 03-31-2016 *
Downing, Valery — DCSS — Effective 03-18-2016
Duchala, Joseph — Ag Comm — Effective 03-05-2016
Dughi, Nellie — Superior Court — Effective 03-19-2016
Ellsaesser, Adrienne — DER - Effective 03-31-2016
Ferraro-Tallman, Christine — BOS — Effective 03-05-2016
Fimbrez, Lolly — Probation — Effective 03-19-2016

Ford, Frances — Animal Services — Effective 03-19-2016
Genn, Evelyn — CSA — Effective 03-31-2016

Gheith, Teresa — CSA — Effective 03-31-2016

Greer, James — AAVS - Effective 03-31-2016

Guerra, Reynaldo — Sheriff — Effective 03-17-2016 *
Hamrick, Arlene — DER — Effective 03-02-2016

Herrera, Manuel — GSA — Effective 08-18-2015
Jackson, Connie — DER — Effective 03-18-2016
Jacobs, James — Sheriff — Effective 03-19-2016 *
Kumimoto, Bryan — DER - Effective 03-02-2016
Labarthe, Movette — Animal Services — Effective 03-26-2016
Leal, John — CSA - Effective 03-02-2016

Lusk, Laurie — BHRS — Effective 03-19-2016

Martinez, Joe — Animal Services — Effective 03-31-2016
McCormick, Brenda — Planning — Effective 03-19-2016
Merchant, Jeanette — BHRS — Effective 03-31-2016
Merrill, Ginger — HSA — Effective 03-05-2016

Mihaltan, Susan — CSA — Effective 03-19-2016

Mitchell, Beverly — CSA — Effective 03-31-2016

Moniz, Anthony — DER — Effective 03-18-2016
Morrison, Mark — CSA — Effective 03-19-2016

Nunes, John — Sheriff — Effective 03-19-2016 *

Parke, Area — District Attorney — Effective 03-19-2016
Peterson, Susan — Alliance Worknet — Effective 03-31-2016
Prevette, Geertruida — HSA — Effective 03-19-2016
Redding, Billy — Sheriff — Effective 03-03-2016 *

Reiff, Laura — Sheriff — Effective 03-31-2016 *
Richards, Nancy — CSA - Effective 03-19-2016
Ringsby, Gloria — CSA — Effective 03-05-2016

Roberts, Paulette — HSA — Effective 03-19-2016

Roof, Natascha — Probation — Effective 03-26-2016 *
Roy, Matthew — Sheriff — Effective 03-18-2016 *

Sakai, Gail — HSA — Effective 03-31-2016

Schmidt, Kathren — CSA — Effective 03-05-2016
Segoviano, Sandra — Library — Effective 03-04-2016
Shepherd, Daniel — CSA — Effective 03-18-2016

Siebe, Barry — City of Ceres — Effective 03-03-2016
Stewart, Beverly — Sheriff — Effective 03-31-2016
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d . Approval of Service Retirement(s) — Sections 31499.14, 31670, 31662.2 & 31810 (Cont.)

63. Tracey, Stephanie — CSA — Effective 03-19-2016

64. Viss, Janice — CSA - Effective 03-31-2016

65. Whitehead, Robin — StanCOG - Effective 03-31-2016
66. Woyatt-Stokman — CSA — Effective 03-22-2016

* Indicates Safety Personnel

e. Approval of Deferred Retirement(s) — Section 31700

Bronstein, Nancy — CEO — Effective 01-23-2016
Genasci, Anna — Ag Comm — Effective 03-01-2016
Grubb, Tara — CSA — Effective 01-31-2014
Hernandez, Rebecca — CSA- Effective 10-03-2015
Moran, Marta — DCSS - Effective 12-12-2015
Pena, Maricela — CSA- Effective 02-27-2016
Perez, Yvette — HSA — Effective 12-16-2015
Serrato, Michelle — BHRS — Effective 12-29-2015

ONoOOGOkWN=

* Indicates Safety Personnel

Motion was made by Trustee Dhillon and seconded by Trustee O’Neal to approve consent items
as presented with the correction announced to Manuel Herrera.

Motion carried unanimously

Investment Manager Annual Presentation

a. LSV Presentation

I. Value Added Report

Keith Bruch and Bhaskaran Swaminathan participated by conference call and gave an update
on LSV Asset Management’s performance.

b. PIMCO Presentation
I. Value Added Report

Matt Clark and Sasha Talcott participated by conference call and gave an update on PIMCO’s
performance.

Verus — Investment Consultant

a. February 29, 2016 Flash Report — Will be provided at the meeting
This item was not available and will be on next months agenda.
b. Private Equity Educational Session— Presented by Pathway

Linda Chaffin and Jason Jenkins from Pathway Capital Management provided an educational
overview of Private Equity.
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2:57 Break
3:09 Return from Break

8. Executive Director - Investment

a. The Fully Functional Portfolio Presentation

Rick Santos, Executive Director provided an education session on the concept of a fully
functional portfolio. The Fully Functional Portfolio essentially sets aside or earmarks money to
fund future benefits obligations or shortfalls (benefits less contributions) using very liquid, high
grade fixed income assets. The concept uses the fact that since liabilities (cash flows) are
covered for a specified period of time, the portfolio has the ability to take value added risks
elsewhere in the portfolio and not have to count on that part of the portfolio to meet benefit
needs or provide liquidity in the event of a negative market event.

b. Setting of the 2016-2017 Employee and Employer Contribution Rates
I. Discussion and Action Regarding the Asset Allocation

Motion was made by Trustee O’Neal and seconded by Trustee Sharpe to approve a
rebalance as presented. A roll call vote was as follows:

Trustee DeMartini  Yes

Trustee O’Neal Yes
Trustee Grover Yes
Trustee Riley Yes
Trustee Dhillon Yes
Trustee Lynch No
Trustee Ford No

Trustee Sharpe Yes
Motional passed 6/2
Il. Discussion and Action Regarding the 2015 Preliminary Actuarial Valuation

No action taken on this ltem.

9. Executive Director - Administrative

a. Discussion and Action Regarding SACRS 2016-2017 Board of Directors Election
No action taken on this Item.

b. Information Technology Solutions (ITS) Project Update

Dawn Lea gave a brief update on the status of the ITS project.

c. Legal/Legislation Update

Dawn Lea gave a brief update on the status AB 1853.
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10. Committee Reports and Recommendations for Action

STANDING COMMITTEES

Strategic Planning Committee

a. Discussion and Action Regarding the 2017-2019 Strategic Plan

Motion was made by Trustee O’Neal and seconded by Trustee DeMartini to approve staff
recommendation to retain the 4 high level Organizational objectives developed in 2013 and bring
back to the Committee, secondary goals and actionable items related to those objectives
sometime later in the year and ultimately develop a Strategic Plan Document prior to the end of
2016.

Motion carried unanimously

11. Closed Session

a. Conference with Legal Counsel — Pending Litigation — One Case:
O’Neal et al v. Stanislaus County Employees’ Retirement Association
Stanislaus County Superior Court Case No. 648469
Government Code Section 54956.9(d)(1)

b. Conference with Legal Counsel — Pending Litigation — One Case:
Stanislaus County Employees’ Retirement Association v. Buck Consultants,
LLC, Mediation Pursuant to Evidence Code Sections 1115, 1119, 1152
Government Code Section 54956.9(d)(4)

No closed session items were heard

12. Members’ Forum (Information and Future Agenda Requests Only)

Trustee Clendenin requested a discussion action item be on the next agenda regarding
the start time of our meetings. Trustee DeMartini requested this item include a day of the
month change.

13. Adjournment
Meeting adjourned at 4:39 p.m.

Respectfully submitted,

-

Rick Santos, Executive Director

APPROVED AS TO FORM:
Fred Silva, GENERAL LEGAL COUNSEL

By:
Fred Silva, General Legal Counsel
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April 20, 2016
Retirement Board Agenda Item

TO: Retirement Board
FROM: Rick Santos, Executive Director
I. SUBJECT: Monthly Staff Report
II. ITEM NUMBER: 5.b.
lll. ITEMTYPE: Information Only
IV. STAFF RECOMMENDATION: None
V. ANALYSIS:

a) Fiscal Services — Employer and employee contributions totaling $6,574,640
were received through 14 different payroll batches. In addition, 24 terminations,
10 contribution refunds and 2 death benefits were processed and the March
retiree payroll was completed as scheduled, totaling $8,762,890.

GASB 72 which goes into effect this year provides guidance for determining a
fair value measurement for financial reporting. Staff is in the beginning stages of
this implementation now.

Almost every process that involves a member involves both Fiscal Services and
Member & Employer Services, consequently every business requirement
document created for the new system required multiple reviews and
considerable staff input by both divisions.

The mandatory system upgrade for payroll was tested once the bugs were
worked out; it went live in time for processing the April 1 retiree payroll.

b) Member & Employer Services — During the month of March 2016, Member and
Employer Services Staff processed 66 new hires (9 Safety and 57 General), 8
buy backs and 93 estimates. There were 38 individual counseling sessions and
one group presentation at the New Employee Orientation class.

Staff reviewed the business requirements documents, prepared by Linea
Solutions, to ensure that StanCERA’s needs will be clearly defined in the RFP.

We are pleased to announce that we have filled the newly added Member and
Employer Services Technician position. This position was filled using an
existing Confidential Assistant Il list along with the County’s transfer list.

The Member and Employer Services Specialist position will be filled using the ull
recruitment process to allow active employees and members of the public the
opportunity to compete for this position. The Confidential Assistant IV flyer is
currently posted with a final filing date of April 18, 2016.
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c¢) Investment Governance and Compliance — Staff has been working closely with
Verus and Northern Trust on the pending rebalance of StanCERA assets. This
transition should be complete by this Board meeting.

VI. RISK: None

VII. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA'’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

DGET IMPACT: NONE

VIIl. ADMINISTRATIV

ick Santos, Executive Director

iscal Services Manager

awn Lea, Member and Employer Services Manager
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Retirement Board Agenda Item

TO: Retirement Board
FROM: Kathy Herman, Fiscal Services Manager
. SUBJECT: StanCERA Complaint Log
II. ITEM NUMBER: 5.c
lll. ITEMTYPE: Information Only
IV. STAFF RECOMMENDATION: None

V. ANALYSIS: There were six (6) complaints logged between January 1 and March 31, 2016. A
summary of these complaints follows:

Number of Caller
Complaints Status Nature of Complaint
3 Retiree Health insurance questions and concerns
1 Retiree 1099R was received unsealed
1 Retiree United Way forms were delayed this year due to a change
in personnel
1 Retiree Lack of a newsletter

VI. RISK: None

VIl. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VIIl. ADMINISTRATIVE BUDGET IMPACT: NONE

E ey Yoo

Kathy Hegfan, Fiscal Services Manager
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April 20, 2016
Retirement Board Agenda Item

TO: Retirement Board

FROM: Rick Santos, Executive Director

I. SUBJECT: Executive Director Goals Update - Quarter 1

I. ITEM NUMBER: 5.d.
I

I. ITEM TYPE: Consent
IV. STAFF RECOMMENDATION: None

V. ANALYSIS: This is the Quarter 1 Executive Director goals update for 2016 (Attachment 1).
Quarter 1 progress for all items is denoted in green. This quarter was driven largely by the
creation of the business requirement documents for the pension administration system in
anticipation of procuring a vendor for the project. Other highlights this past quarter include:

» Emphasis on asset liability management and managing StanCERA short-term liabilities

» Preliminary discussion/research regarding hybrid defined contribution/defined benefit
plan

» Actuarial procurement process

» Trustee election

VI. RISK: None

VIl. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VIIl. ADMINISTRATIVE BUDGET IMPACT: NONE

Rick Santos, Executive Director



Executive Director Goals Quarter 1 2016

General Items

1. Continued communication, outreach and transparency with major stakeholders such as
County, County BOS, Local Governments, Special Districts and Employee Groups
e Meet with County officials and Supervisors on various subjects
2. Facilitate completion of the transition to alternative investments
e Set up 2" commitment with Raven Fund
3. 95% completion of clean-up of member data
o Staff is re-evaluating this goal of 95%. Currently, we are at around 10%
complete, however, we feel this pace will pick up later in the year.
4. Complete Trustee Election
e Seat 2 election complete
5. Continued monitoring of StanCERA lawsulits
6. Director Professional Development
7. Facilitate RFP for actuarial consultant
e RFP issued and proposals received
8. Oversee Information Technology Solutions Project
e Monitor business requirements document process
9. Gauge plan sponsor interest in hybrid defined benefit/contribution plan
e Met preliminarily with County officials on subject
10. Oversee and complete day to day administrative functions
e Outstanding disabilities: 12 as of March 31
11. Complete cost benefit analysis of Investment Officer position
12. Facilitate StanCERA 2017-2019 Strategic Plan
e Committee presentation and acceptance to use 2014-2016 strategic plan
objectives for 2017-2019
13. Finalize Record Retention Policy
14. Development of policy related to the use and legal implications of electronic signatures

Items Explicitly Tied to the 2014-2016 Strategic Plan
Strategic Objective #1

Invest StanCERA assets in such a way that efficiently maximizes the ability to meet
current and future benefit obligations while balancing the need for contribution stability
and sustainability

2016 Action Plan with Deliverables

l. Communicate with plan sponsors
a. Meet with plan sponsors annually to discuss any issues that may affect
StanCERA's future projected cash flows — ongoing

Page 1



Executive Director Goals Quarter 1 2016

b. Meet with plan sponsors at least annually to determine the sponsor’s
willingness and capacity to take pension risk — ongoing

Strategic Objective # 2

Develop efficient and effective processes for the evaluation, monitoring and disposition
of StanCERA'’s active managers

2016 Action Plan with Deliverables

l. Develop clear and concise processes and policies dedicated to the continual
assessment, monitoring and disposition of StanCERA's active managers
a. Develop:
i. reasonable criteria that defines satisfactory performance with an eye
towards asset liability and total risk management
e Study and proposal of asset mixes that incorporate insuring or
immunizing benefit shortfalls (benefits less contributions)
e Discussed with current manager lineup, the ability to manage the
liquid portfolio
ii. processes and remedies for active managers when performance is
deemed to be unsatisfactory

Strategic Objective # 3

Continue to foster an organizational culture that values and promotes team work,
education, awareness, accountability and achievement.

2016 Action Plan with Deliverables

I. Optimize StanCERA’s organizational resources
a. Complete review and amendment of process manuals (ongoing)
e All processes reviewed and documented through the creation of
the business requirement documents (ITS project)

Il. Ensure organizational quality and performance through continuous improvement

a. Establish a formal peer-review process for internal and external
documents and external communications

Page 2



Executive Director Goals Quarter 1 2016

Strategic Objective # 4

Refine StanCERA'’s business and policy practices in ways that enhance stakeholder
awareness, the delivery of member services and the ability of the Organization to
administer the System effectively and efficiently.

2016 Action Plan with Deliverables

I. Formalize a process to educate stakeholders
a. Determine areas of educational need
1. Members
2. Plan Sponsors/Employers
3. Tax Payers/Members of the public
b. Review and amend the media policy

II. Expand technology and training to ensure continuity of operations during a
natural disaster or a period of major outage
a. Develop a formal schedule and process for disaster drills of Technology
systems
e Process and schedule currently being laid out; Staff anticipates its
first formal disaster drill late Q2 or early Q3

b. Determine optimal level of redundancy for continuity of operations

e Quarter 1 progress status
e Quarter 2 progress status

e Quarter 4 progress status

Page 3



TOP April 20, 2016
Item # 5.e.

March 21, 2016
Board of Directors
Stanislaus County Employees Retirement Association
PO Box 3150
Modesto, CA 95353

Dear StanCERA Board Members:

In 2015, | retired from the City of Ceres after sixteen years’ service as a policeffire chief.
The City of Ceres ended its practice of providing post-retirement medical benefits at
some point prior to my employment there, and as | am under 65 years of age, | do not
qualify for Medicare, which would otherwise help reduce the extremely high cost of
health insurance. Medical insurance premiums and associated co-payments have
skyrocketed since the federal government got involved in the health care system, so it is
imperative to take advantage of any possible tax breaks that may be legally utilized.

Please see a copy of the attached IRS publication, form 575, which allows public safety
personnel to receive a tax exclusion of up to $3,000 annually if the retiree’s health
insurance premium is paid directly to the insurer by the retirement plan organization.

It is my understanding that StanCERA does not have a procedure in place to pay
medical insurance premiums at this time (please correct me if | am misinformed), so |
am requesting that the board establishes the necessary policy and procedures to allow
for these health insurance premiums to be paid directly as a deduction from monthly
retirement payments. In my case, | have verified that my health insurance provider,
Anthem Blue Cross, is able to accept payments directly from StanCERA, and | am quite
sure that most other health care insurance providers can do the same.

| am asking for the board’s timely consideration of my request, as many retired public
safety personnel will be able to benefit from what they are entitled to from the IRS. It is
also important that you take this matter into consideration as soon as possible, so that
StanCERA members can take advantage of this $3,000 tax exclusion for the 2016
calendar year.

| thank you in advance for addressing this matter, and | look forward to hearing from you
in the near future. Please feel free to contact me at (209) 499-2542 if you have any
questions.

Sincerely yours,

Art de Werk



“Insurance Premiums for Retired Public Safety Officers

If you are an eligible retired public safety officer (law enforcement officer, firefighter,
chaplain, or member of a rescue squad or ambulance crew), you can elect to exclude
from income distributions made from your eligible retirement plan that are used to pay
the premiums for accident or health insurance or long-term care insurance. The
premiums can be for coverage for you, your spouse, or dependents. The distribution
must be made directly from the plan to the insurance provider. You can exclude from
income the smaller of the amount of the insurance premiums or $3,000. You can only
make this election for amounts that would otherwise be included in your income. The
amount excluded from your income cannot be used to claim a medical expense
deduction.

An eligible retirement plan is a governmental plan that is:

e a qualified trust,

« a section 403(a) plan,

e a section 403(b) annuity, or

e a section 457(b) plan.

If you make this election, reduce the otherwise taxable amount of your pension or
annuity by the amount excluded. The amount shown in box 2a of Form 1099-R does not
reflect this exclusion. Report your total distributions on Form 1040, line 16a; Form
1040A, line 12a; or Form 1040NR, line 17a. Report the taxable amount on Form 1040,
line 16b; Form 1040A, line 12b; or Form 1040NR, line 17b. Enter “PSQO” next to the
appropriate line on which you report the taxable amount.

If you are retired on disability and reporting your disability pension on line 7 of Form
1040 or Form 1040A, or line 8 of Form 1040NR, include only the taxable amount on that
line and enter “PSO” and the amount excluded on the dotted line next to the applicable
line. “
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Retirement Board Agenda Item

TO: Retirement Board
FROM: Rick Santos, Executive Director

. SUBJECT: Presentation and Acceptance of the June 30, 2015 Final Actuarial Valuation and the
2012-2015 Final Actuarial Experience Study

II. ITEM NUMBER: 8.a
I1l. ITEM TYPE: Discussion and Action

IV. STAFF RECOMMENDATION: Accept the Final June 30, 2015 Actuarial Valuation and 2012-2015
Experience Study as presented

V. ANALYSIS: This is the final presentation of the June 30, 2015 Actuarial Valuation (Attachment 1)
and the 2012-2015 Actuarial Experience Study (Attachment 2). The actuarial valuation sets
funded status for the plan as of June 30, 2015 and sets employer and employee contribution rates
for fiscal year 2016-2017.

The Actuarial Experience Study takes a look at demographic data from the past several years and
uses this data to make inferences for the plan’s future regarding such things as mortality, salary
increases, retirement and termination patterns. The experience study will set assumptions for the
next 3 years and the calculation of funded status and employer and employee contribution rates
will be based on those assumptions.

VI. RISK: None

VIl. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VIIl. ADMINISTRATIVE BUDGET IMPACT: NONE

ik Santos, Executive Director
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STANISLAUS COUNTY EMPLOYEES® RETIREMENT ASSOCIATION
EXPERIENCE STUDY AS OF JUNE 30, 2015

SECTION IV — DEMOGRAPHIC ASSUMPTIONS
TERMINATION RATES

Table IV-T2
Termination Rates - General - Male: All Years of Service
Actual to Expected Ratios
Expostures Current ‘

0 38%
1 172 26 24.1 24.1 108% 108%
2 87 10 10.2 s 02 08% 98%
3 45 5 4.2 42 120% 120%
4 71 6 5.1 5.0 119% - 119%
5 133 10 6.7 6.7 150% 150%
6 173 3 8.7 8.7 69% 69%
7 162 13 8.1 8.1 160% - 160% -
8 128 9 6.3 6.4 142% 141%
9 77 1 38| 3.7 26% 27%
10 58 4 2.0 2.0 200% 199%
11 58 2 2.0 2.0 100% 101%
12 62 3 24 2.1 142% 142%
13 64 3 2.1 2.1 141% 142%
14 51 1 16 1.7 61% 60%
15 41 0 12 1.2 0% 0%
16 35 0 1.0 1.0 0% 0%
17 27 1 0.7 0.8 135% 132%
18 23 1 0.6 0.6 166% 165%
19 20 0 0.5 0.5 0% 0%
20 8 1 0.1 0.1 868% 889%
21 10 0 0.1 0.1 0% 0%
22 2 0 0.0 0.0 0% 0%
23 5 0 0.1 0.1 0% 0%
24 4 0 0.1 0.1 0% 0%
25 4 0 0.0 0.0 0% - 0%
26 4 0 0.0 0.0 0% 0%
27 3 0 0.0 0.0 0% 0%
28 2 0 0.0 0.0 0% 0%
29 0 0 0 0 0% 0%

Total 1,644 113 120.6 113.2 94% 100%

R-squared 0.7073 0.8219

Chart IV-T2
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STANISLAUS COUNTY EMPLOYELES’ RETIREMENT ASSOCIATION
EXPERIENCE STUDY AS OF JUNE 30, 2015

SECTION IV — DEMOGRAPHIC ASSUMPTIONS

TERMINATION RATES
Table IV-T3
2 ation Rate enera emale: A 23 o g e
0 364 65 51.0 65.5 128% 99%
1 449 61 422 62.9 145% 97%
2 232 27 18.3 D 147% 99%
3 107 11 8.5 10.1 130% 109%
4 172 11 12.3 12.2 90% 90%
5 345 18 17.3 17.3 104% 104%
6 475 22 23.8 23.7 92% 93%
7 452 33 227 226 145% 146%
8 368 13 18.3 18.4 71% 71%
9 242 6 11.9 11.9 50% 51%
10 196 10 6.8 6.9 147% 146%
11 204 6 7 6.9 86% 87%
12 226 12 7.7 Vol 157% 157%
13 204 6 6.8 6.7 89% 89%
14 161 9 52| 53 172% 170%
15 124 4 3.5 3.6 114% 112%
16 114 1 3.2 3.2 31% 31%
17 91 5 25 25 200% 196%
18 76 0 2.0 2.0 0% 0%
19 49 1 1.3 1.3 79% 79%
20 40 1 0.6 0.6 165% 169%
21 31 1 0.5 0.5 217% 215%
22 39 1 0.6 0.5 180% 186%
23 31 1 0.4 0.4 232% 230%
24 29 1 0.4 0.4 257% 265%
25 16 0 0.2 0.2 0% 0%
26 6 0 0.1 0.1 0% 0%
27 4 0 0.0 : 0.0 0% 0%
28 2 0 0.0 0.0 0% 0%
29 2 0 0.0 0.0 0% 0%
Total 4,845 326 275.1 320.5 118% 102%
R-squared 0.9483 0.9699
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TOP 4/20/16
Item 8.b

PAS REQUIREMENTS
PROJECT STATUS UPDATE

SPONSOR: | Rick Santos | REPORT DATE: |  04/01/2016
v 11/16 v ;ﬁ: 3/29 P::i)v
Phasel Presentation Phase lll Complete

Complete Complete

¥ 10/20
Project
Kick-off

3/18/2016
Phasell
Complete

11/1/2015 12/1/2015 1/1/2016 2/1/2016 3/1/2016 / 44442016 \ 5/1/2016 6/1/2016
10/1/2015 \( T 6/30/2016

10/20/2015 - 11/16/2015 12/3/2015 - 3/18/2016 3/21/2016 - 3/29/2016 4/18 - 6/15 6/15 - 6/20
Phasel Phasell Phase Il Phase IV Phase V
Assessment Requirements RFP Vendor Selection Contracting
Baseline 10/20/2015  STATUS Risks & Issues:
100% e Based on the prior two week slip in completion of Phase
80% I, Requiremen_ts, the target date to issue the RFP has been
moved to April 15, 2016. Phase Il, Requirements and
60% Phase Ill, RFP are on track for completion in support of
the revised April 15, 2016, RFP release date.
40%
20%
0%
Budget Duration Work
M Expended Remaining
Accomplishments: Upcoming:
o Continued StanCERA review of draft functional and o Complete StanCERA’s requirements documents
technical requirements documents review.
¢ Reviewed and incorporated StanCERA review e Complete final functional and technical requirements
comments on additional requirements documents documents as they are reviewed
o Prepared 12 requirements documents for final o Complete RTM
e Continued drafting of RFP o Complete RFP
Began development of Requirements Traceability o lIssue RFP
Matrix (RTM) for RFP

¢ o <
& ¢ F & & F g &
Assessment

RFP 70%

Vendor Selection
Contracting

% Complete by Project Phase

Erik J. Brischler e Linea Solutions e (310)633-1497
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April 20, 2016 TOP
Retirement Board Agenda Item

TO: Retirement Board
FROM: Kellie Gomes, Executive Board Assistant
I. SUBJECT: SACRS 2016 Spring Business Meeting
II. ITEM NUMBER: 8.d
lll. ITEM TYPE: Discussion and Action
IV. STAFF RECOMMENDATION: None

V. ANALYSIS: Each year in May, the SACRS (State Association of County Retirement Systems)
elects members to serve as President, Vice President, Treasurer and Secretary for the next fiscal
year. The Constitution of SACRS states that “the purpose of the Association is to provide forums
for disseminating knowledge of, and developing expertise in, the 1937 Act retirement systems; and
further, that the Association foster and take an active role in the legislative process as it affects
SACRS retirement systems”.

Today two proxy's will be needed one primary and one alternate to vote on behalf of StanCERA at
the the Spring SACRS business meeting in May. SACRS has not provided the final ballot or any
proposed legislation at this time but if provided prior to April 20, 2016 it will be presented to the
Board for consideration.

VI. RISK: None

VIl. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VIIl. ADMINISTRATIVE BUDGET IMPACT: NONE

Kellie Gomes, Executive Board Assistant

ik Sanfos, Executive Director



SACRS VOTING PROXY FORM

The following are authorized by the County
Retirement Board to vote on behalf of the County Retirement System at the
upcoming SACRS Conference (if you have more than one alternate, please attach
the list of alternates in priority order):

Voting Delegate

Alternate Voting Delegate

These delegates were approved by the Retirement Board on / /

The person authorized to fill out this form on behalf of the Retirement Board:

Signature:

Print Name:

Position:

Date:

Please send your system’s voting proxy by April 1, 2016 to Sulema H. Peterson, SACRS
Administrator at Sulema@sacrs.org.

1415 L Street * Suite 1000 » Sacramento * California « 95814 « (916) 441-1850

Operating under County Employees Retirement Law of 1937, Government Code 31450 et seq


mailto:Sulema@sacrs.org
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TOP
April 20, 2016
Retirement Board Agenda Item

TO: Retirement Board
FROM: Rick Santos, Executive Director
I. SUBJECT: StanCERA Monthly Meeting Schedule
II. ITEM NUMBER: 8.e
lll. ITEM TYPE: Discussion and Action

IV. STAFF RECOMMENDATION: Move single monthly meetings from the 3™ Wednesday of each
month to the 4™ Wednesday of each month, with exceptions for November and December

V. ANALYSIS: Atthe Board of Retirement’s March meeting, several trustees inquired about revisiting
the monthly meeting schedule. Should the Board choose to make a change, staff recommends
retaining the single monthly meeting format, since there are many preparative tasks for a meeting
that are duplicated when there is more than one month per meeting.

If the Board wishes to stay at 1 meeting per month, staff recommends moving to the 4"
Wednesday of each month, except for the months of November and December, where the first or
second Wednesday would accommodate the holiday season and the fall SACRS event.

The Board may also want to consider meeting start time (Attachment 1 is the July 8, 2015 agenda
item which contains research regarding other System’s meeting schedule). Only 2 other Systems
have an afternoon start time. Should the Board wish to consider the possibility of morning start
times, staff could arrange for lunch to be brought in during those meetings that would push into
and beyond the noon hour.

VI. RISK: None

VIl. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently*

VIIl. ADMINISTRATIVE BUDGET IMPACT: NONE

Ridk Sanfos, Executive Director



STANISLAUS COUNTY

EMPLOYEES’ RETIREMENT ASSOCIATION Phone (209) 525-6393
832 12" Street, Suite 600 Fax (209) 558-4976
Modesto, CA 95354 www.stancera.org
P.O. Box 3150 Modesto, CA 95353-3150 e-mail: retirement@stancera.org

July 8, 2015, Retirement Board meeting

s T TAGCHMENT 1

TO:
FROM: Rick Santos, Executive Director
[. SUBJECT: StanCERA Retirement Board Monthly Meeting Format
II. ITEM NUMBER: 6.a
lll. ITEM TYPE: Discussion and Action
IV. STAFF RECOMMENDATION: Move to single monthly retirement board meetings
V. ANALYSIS: Recently, staff floated the idea of one monthly retirement board meeting to the Board

of Retirement. At that time, the Board directed staff to bring the idea back for discussion and
action. Historically, StanCERA went to 2 monthly meetings in January 1999 due to the increasing
complexity of investment issues. However, it was found at that time, the disability review process
was more involved, since the Retirement Board reviewed in detail every recommendation from
Counsel. Today, the disability process is more streamlined, our Disability Counsel performs much
of the analyses and the Board relies heavily on these recommendations. Additionally, most of the
decisions are made on consent.

1937 Act System Research

Staff queried and researched all 1937 Act Systems to find out how they conduct their monthly
business. Out of twenty 1937 Act Systems, fourteen conduct business only once monthly, one has
two separate Boards and five Systems (including StanCERA) have two meetings per month. Most
Systems that have one meeting per month rely heavily on Committees (i.e. Investment, Disability,
Governance, etc.) and almost always have multiple Committee meetings per month. Additionally,
most all Systems begin their meetings in the morning.

System Meetings Per Month Start Time
Merced 2 8:15
San Joaquin 2 9:00
Tulare 2 8:30
Marin 1 9:00
Sonoma 1 8:30
Mendocino 1 8:30
Imperial 1 8:30
Fresno 2 8:30
Sacramento 1 10:00
Orange 1 9:00
Los Angeles 1 9:00
Alameda 1 2:00
San Bernadino 1 9:00
Santa Barbara 1 9:00
San Mateo 1 10:00
San Francisco 1 1:00
Kern 1 8:30
Ventura 1 9:00




Retirement Board — July 8, 2015
StanCERA Retirement Board Monthly Meeting Format
Page 2

VI.

VILI.

VIII.

Meeting Logistics

Should the Board choose to move to single monthly meetings, it is anticipated that on average,
meetings would last approximately 3 hours with a range of 1.5 to 4.5 hours. As such, it is highly
recommended that meetings begin in the morning.

At the onset, staff does not anticipate using Committees any more frequently than it does currently,
however, if full Board meetings begin to become too lengthly, then it is quite possible Committees
would be used more frequently to compensate.

Staff also recommends single monthly meetings take place the 3" Wednesday of each month. In
this case, there would be no interference with County Board of Supervisor meetings and no need
to reshuffle meetings during SACRS months. Finally, should the Board approve single monthly
meetings, staff would initiate this change beginning in January 2016, since the meeting calendar
for 2015 is already set.

RISK: There is a risk from time to time, that business may come up that requires a Board
decision that cannot wait until the next scheduled meeting. In that case, a special meeting would
need to take place.

STRATEGIC PLAN:  Strategic Objective IV: Refine StanCERA’s business and policy practices
in ways that enhance stakeholder awareness, the delivery of member services and the ability of
the Organization to administer the System effectively and efficiently.

BUDGET IMPACT: No significant changes to the administrative budget

Rick Santos, Executive Director
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TOP
April 20, 2016
TO: Retirement Board
FROM: Rick Santos, Executive Director

I. SUBJECT: Annual Due Diligence Trips
II. ITEM NUMBER: 9.a
. ITEM TYPE: Discussion and Action

IV. STAFF RECOMMENDATION: Discontinue the practice of annual due diligence trips, yet reserve
future due diligence trips for manager/firm events that require additional, onsite oversight from the
Committee and staff

V. ANALYSIS: Historically, StanCERA staff, due diligence committee members and the investment
consultant annually visited a subset of StanCERA money managers onsite to perform auxiliary due
diligence. Generally, the process consisted of the investment consultant sending a lengthy
questionnaire (120+ questions) to the manager. Staff, the investment consultant and the
Committee would go over the answers in an attempt to detect any issues that may give rise to any
concerns for StanCERA. This would be followed up by an onsite visit to the firm’s headquarters.

In researching the topic, it appears that this tradition started over 30 years ago when StanCERA
began making significant equity allocations to one active manager. However, given today’s
diligence processes and enhanced technical abilities, the practice may be outdated.

Today, StanCERA has several layers of manager diligence it performs on a constant basis. Our
first line of defense is of couse the investment consultant. On average, the consultant research
professionals formally meet with investment managers either on-site or in the firm’s offices roughly
600 times per year. In addition to in-person meetings, the consultant's manager research
professionals also conduct roughly 200 conference calls with investment managers each year.
Additionally, each manager is required to meet on conference call at least once annually with the
Board of Retirement, the investment consultant and staff regarding recent performance, market
outlook and organizational issues that may warrant even further diligence. StanCERA staff itself is
in regular contact with our entire manager lineup. It is estimated that on average, internal staff
speaks to all managers in the StanCERA stable at least once every couple months and even some
on a much more frequent basis. Per our most recent audit, StanCERA will now be requesting and
reviewing annual SOC reports required to be completed by StanCERA managers.

A favorable outcome from the Board’s desire to maintain greater awareness and diligence over our
alternatives, was the creation of the quarterly auxiliary investment reports. These reports force
staff to dig deep into the understanding and reporting of all fees StanCERA pays to our managers.
StanCERA staff also has the ability to analyze risk contribution and benchmark adherence and has
statistical tools that allow us to look at historical manager performance in an unbiased fashion. All
these reports and tools came from the desire of the Board to maintain a greater level of analytical
diligence over the fund.

Finally, the decision to abandon the annual due diligence trips does not mean that StanCERA
would never undertake this type of diligence in the future. On the contrary, this strategy is very
effective when initially funding a new strategy or when StanCERA is concerned about changes at
a firm that may require more in-depth discussion and analysis.



Retirement Board — April 20, 2016
Annual Due Diligence Trips
Page 2

VI.
VILI.

VIII.

Annual Due Diligence Costs

Another component that must be weighed in the decision to continue annual due diligence trips is
the incremental increase in consultant cost. In past years, this cost was fixed and a part of the
normal fee schedule. Going forward, this will be a variable cost to the System and could be
considerable. If the Committee wishes to continue this practice, staff would recommend we seek a
cost proposal from the investment consultant before a decision is made.

RISK: None

STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy
practices in ways that enhance stakeholder awareness, the delivery of member services
and the ability of the Organization to administer the System effectively and efficiently

ADMINISTRATIVE BUDGET IMPACT: Administratively, the decision will not affect the
administrative budget, however, the incremental costs will come directly from the StanCERA
investment portfolio

ick Santos, Executive Director

E e Yerran

Kathy H&fman, Fiscal Services Manager
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