
   
. 

The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 

 

 
AGENDA  

 
RETIREMENT BOARD MEETING  

 
REGULAR MEETING 

December 9, 2015 
9:00 a.m. 

 
 

Retirement Board Conference Room 
The Willows Office Park 

1355 Willow Way, Suite 221 
Concord, California 

 
THE RETIREMENT BOARD MAY DISCUSS AND TAKE ACTION ON THE FOLLOWING: 

 
1. Pledge of Allegiance. 

 
2. Accept comments from the public. 

 
3. Approve minutes from the October 7, 2015 Board meeting. 

 
4.     Routine items for December 9, 2015. 

 
a. Approve certifications of membership. 
b. Approve service and disability allowances. 
c. Accept disability applications and authorize subpoenas as required. 
d. Approve death benefits. 
e. Accept Asset Allocation Report 

 
CLOSED SESSION 

5. The Board will go into closed session under Gov. Code Section 54957 to consider 
recommendations from the Medical Advisor and/or staff regarding the following 
disability retirement applications: 

 
    Member Type Sought  Recommendation 

a. Keith Chelini Service Connected  Service Connected 
 

6. The Board will go into closed session under Govt. Code Section 54956.81 to consider 
the sale of a particular pension fund investment. 
 

7. The Board will continue in closed session pursuant to Govt. Code Section 
54956.9(d)(2) to confer with legal counsel regarding anticipated litigation (two cases). 

 
 
 
 
 

 



   
. 

The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 

8. The Board will continue in closed session pursuant to Govt. Code Section 
54956.9(d)(4) to confer with legal counsel regarding the initiation of litigation (one 
case). 

 
OPEN SESSION 
 

9. Consider and take possible action regarding the collection of pension overpayments 
from Contra Costa County due to its erroneous reporting of panel management pay as 
pensionable compensation.  

 
10. Consider and take possible action to adopt the 2016 Compliance Activity Plan as 

recommended by the audit committee. 
 

11. Legislative Update 
 

12. Consider and take possible action to add a Board meeting on December 16, 2015. 
 

13. Consider authorizing the attendance of Board and/or staff: 
 

a. Advanced Principles of Pension Management, CALAPRS, January 27-29, 2016, 
Los Angeles, CA. 

b. Aether’s 2016 annual meeting, Aether Investment Partners, January 28, 2016, 
Denver, CO. 

c. Commonfund Forum 2016, Commonfund, February 27 - March 1, 2016, 
Orlando, FL. 

 
14. Miscellaneous 

a. Staff Report 
b. Outside Professionals’ Report  
c. Trustees’ comments 
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Introduction 
 
The Compliance Officer performs compliance services for CCCERA as provided by CERL GC 

§31522.1. The Compliance Officer is authorized to engage in audit programs, risk assessments, 

and to coordinate audit efforts with external auditors to ensure compliance with CERL, PEPRA, 

IRC, DOL, and other government statutes. 

Auditing is the principal tool for the Compliance Department to evaluate the efficacy of the 

CCCERA’s internal controls, compliance, governance, and risk management.  

Scope & Mission 
 

The IIA Standards, CERL, PEPRA and CCCERA’s policies provide the framework within which the 

Compliance Officer performs audits to support, manage, and test CCCERA’s Compliance 

Program and to determine the priorities for compliance activities. The Compliance Officer 

prepares an annual Audit Plan and Risk Assessment to help identify, measure, and prioritize 

potential issues based on the level of risk to the retirement system, and advise CCCERA 

Executive Management on the potential regulatory, administrative, and fiscal impact of those 

risks. The purpose of the annual Audit Plan is to outline the work to be performed and is 

designed to cover high risk activities while limiting the scope of work to what can realistically be 

accomplished during the upcoming fiscal year. 
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The annual compliance planning process includes the following major planning activities: 

• Defining the Compliance Universe 

• Conducting a Risk Assessment 

• Preparing the Compliance Activity Plan 

• Presenting the Compliance Activity Plan 

The audit process encompasses the following five stages: 

1. Planning 

2. Audit Fieldwork 

3. Reporting 

4. Quality assessment 

5. Follow‐up 

 
Risk Assessment  
 
The Risk Assessment for audit planning is the process of systematically scoring (or rating) the 

relative impact of a variety of “risk factors.” A risk factor is an observable or measurable 

indicator of conditions or events that could adversely affect the organization. Various Risk 

factors will be used to measure inherent risks (such as the complexity of operations or 

regulations) or organizational vulnerability (such as weak internal controls). 

A questionnaire is completed for each Business Process Activity to score the level of risk for 

each of the risk factors identified. Also, weights are assigned to each risk factor based on 

relative importance as determined by input from management. The final step to complete the 

Risk Assessment is to calculate the total risk score for each Business Process Activity in order 

from highest risk score to the lowest by tabulating the information gathered from the 

questionnaires and applying the weights assigned to the risk factors. 

The Compliance Department prepares a Risk Assessment Worksheet that provides a weighted 

risk assessment score for each business activity component under review.  If a business activity 

is comprised of several functional parts, the overall risk assessment will be the average of the 

sum of the risk assessment scores for its component parts. 

 

The risk ratings used were:  

• High  

• Medium 

• Low  
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The Risk Assessment Worksheet takes into consideration the following ten risk factors: 

 
Incapacitation:  

Significance of an impairment event on the ability to meet strategic and/or organizational goals and 

objectives. Amount of impact the business activity process has on the retirement system’s constituents.  

External Influence:                                                                                                           

Concern about adverse publicity; laws and regulations; customer demands; and political exposure. 

Internal Controls:                                                                                 

• The internal control structure takes into consideration the adequacy of written procedures and 

whether or not controls have been previously tested.   

• Degree of segregation of duties and responsibilities, supervision and training, planning for business 

resumption and contingency, and reconciliation controls, make exposures for this audit. 

Complexity:  

• Business process has many steps and several control points.  May include both manual and system 

based steps; 

• Complexity can increase both the probability of error and the effort required to monitor the 

business activity process. Includes complexity of federal and state laws, rules and 

regulations governing a particular program. 

Information Technology Controls:   

• Computer applications affect the accuracy and timeliness of completed work tasks, as well as the 

productivities of the staff. Information systems should process information in a secure, reliable and 

accurate manner.                                                        

• Age, condition, extent of manual user intervention, efficiency and effectiveness of the data 

processing system specific to this business activity, and the perceived impact of general 

information technology controls related to: consistent use of an acceptable systems development 

methodology (including programmer and user documentation and testing procedures), consistent 

use of an acceptable project management system, effective computer maintenance change 

controls (to assure application program changes are properly authorized, managed, and recorded), 

and effective logical access security to guard against unwarranted access and unauthorized 

changes to computer programs and/or data. 

Change:      

• Changes in operation to meet statutory, regulatory, and legal requirements, and/or to address 

organizational restructuring including modifications to manual or automated procedures such as 

increased use of technology.                                                                                              

• Changes in operations can impact the efficiency and effectiveness of the retirement system's 

performance. Criteria include changes in staff size, processing changes (manual to computerized), 

systems (input and/or output), as well as staff turnover. This area includes concerns of rapid 

growth, which includes rapid growth of personnel size and of additional programs added to an 

operational area. 

 

Risk Assessment Scoring assigns a weighting from low, medium, and high to each of the ten risk 

assessment factors to generate an Overall Risk Assessment Score.   This scoring is used to 

create a risk based map of CCCERA’s operations over time to aid in its governance, risk, and 

compliance (GRC) strategic planning. 
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A “risk assignment” refers to the subjective classification of risk based on judgment rather than 

observation.   A “risk assessment” refers to the assignment of risk based on observable facts, 

activities, identified threats, and empirical analysis. 

 

The focus of the “risk assignment” review was to identify business activities that would have 

probable “high” risk assessment values which would assist in prioritizing 2016 Compliance 

service activities.   The following criteria were used during the “risk assignment” assignment 

review: 

  
• Financial Exposure 

• Compliance – Laws and Regulations  

• Complexity of Operations  

• Public Exposure 
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Internal Audit Risk Assignments: 

 
The following chart indicates business activities with “high risk” assignments in red: 

 

 
 

 

The above indicated risk assignments will be reviewed, validated and adjusted through the Risk 

Assessment component of each department’s written operational procedures (WOPs) and 

written supervisory procedures (WSPs).  Adjustments to the risk assignments will also take into 

consideration each department manager’s procedural priority list on which each manager has 
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self‐identified an operational or supervisory item requiring updating, retooling, or the 

development of a new procedure. 

 

The development and implementation of updated department procedures is an ongoing goal 

and CCCERA Compliance will work with each of the department managers and advise on 

matters concerning workflow, technical applications of government code and BOR policy, and 

supervisory tools and structures. 

 

 

Employer Audit Risk Assignments: 
 

With respect to Employer Audits, the same risk assignment criteria were used to establish a 

priority review framework to plan areas of focus for employer audits.  The following chart 

indicates those business activities with “high risk” assignments in red: 

 

 
 

 

 

 

Control Item Control Test

Payroll Procedures

Review Payroll Transactions and compare district payroll register with data reported to CCCERA to ensure pay rates in compliance with posted salary 

information

Payroll Data & Conveyance 1.Review process for reporting payroll to CCCERA. i) Timeliness; ii) Validation (time keeping, vacation, sick leave, disability, overtime)

Earn Code Classifications Inventory of earn code classification ‐ i) allowable pensionable compensation; ii) compensation calculation ‐ methodology

Internal Controls/EUC Review District's Internal Controls WSPs ‐ i) segregation of duties; ii) system access; iii) reporting levels

Contract between CCCERA & District MOU & Clarifying Addendums ‐ in compliance with BOS/BOR/CERL Requirements

Correspondence Between CCCERA & District Does communication methods support SLA (Service Level Agreements)?

Personnel Procedures Inventory of WSP (Written Supervisory Procedures) and match against regulatory & CCCERA policy requirements

Enrollment Procedures

Review District Employee new hire enrollment procedures and  match against regulatory & CCCERA Policy Requirements i) Part‐Time/Temporary 

Employees; ii) Retired Employees; iii) Independent Contractors

Employee Classification Review District Employee Classification to match against reported group, function and eligibility

CCCERA Policy Compliance Review Compliance with i) Financial Controls; ii) Administrative Controls; iii) Procedural Controls

CERL Compliance Match governance and policies against regulatory requirements 



CCCERA 2016 Compliance Activity Plan 

 
8 

The Audit Process 
 
Internal Audit 

Schedule Audit & 

Communicate 

Audit Plan

Conduct Risk 

Assessment

Conduct Entrance 

Interview and Review 

Audit Scope with 

Department Manager

Prepare 

Information 

Request and 

Audit 

Questionnaire

Review 

Returned 

Information & 

Questionnaire 

Responses

Perform 

Process 

Walkthroughs

Perform the 

Audit

Deliver Draft 

Report to 

Deparment 

Manager & 

CCCERA 

Executive 

Management

Discuss any 

Changes or 

Inaccuracies

To Report

Conduct Exit 

Interview

Internal Audit Cycle

Present to CCCERA Audit Committee

 
 
 
 
The Compliance Officer will obtain a sufficiently detailed explanation of the business process 

from CCCERA staff. This process will be documented in the working paper files. Such 

documentation may take the form of a narrative description, a flowchart depiction, or a 

combination of both when appropriate. 

 

 
 
 
 
 
 
 
 
 



CCCERA 2016 Compliance Activity Plan 

 
9 

 
 
Employer Audits 
 

Schedule Audit & 

Communicate 

Audit Plan

Conduct Risk 

Assessment

Conduct Entrance 

Interview

Prepare 

Information 

Request

Sign 

Confidentialty 

and Access 

Forms

Perform 

Process 

Walkthroughs

Perform the 

Audit

Deliver Draft 

Report to 

Employer & 

CCCERA

Discuss any 

Changes or 

Inaccuracies

To Report

Conduct Exit 

Interview

Employer Audit Cycle

Audit Committee reports out to BORPresent to CCCERA Audit Committee  
 
 
Upon completion of the audit, CCCERA staff will provide to the Board a written report of the 

audit results and the conclusions of the auditor and CCCERA staff. A copy of the report will be 

provided to the employer at least 10 days prior to any Board discussion or action. 
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Reporting  
 
At the conclusion of fieldwork for each audit, the Compliance Officer will prepare a draft report 

of significant findings and observations including any significant risk exposures and control 

issues, fraud risks, or governance issues identified during the audit. The report should be 

accurate, objective, clear, concise, constructive, complete, and timely. 

The “Audit Work‐Paper Report” includes the audit objectives, the scope of audit work 

performed, an overview of the business or activity, an opinion on the adequacy of the internal 

controls, conclusions regarding significant finding and observations, and recommendations to 

management to address any issues found. The report will also acknowledge when satisfactory 

performance is determined. 

 
Follow-Up 
 

Follow‐up work is performed after the completion of an audit. It entails the Compliance Officer 

reviewing recommendations with management and determining whether the weakness in 

procedures or processes identified have been adequately corrected in accordance with the 

management response and committed timelines. In addition, the Internal Auditor will also 

follow up any recommendations issued by external auditors or the actuary. 

All recommendations arising from the internal and external auditors and the actuary are 

summarized in an audit recommendations file maintained by the Compliance Officer. The file is 

continuously updated with the implementation status of the recommendations. Any 

information obtained as part of the follow up process, is electronically retained in a Follow Up 

file. Quarterly, a formal review of the status of outstanding recommendations will be 

completed and presented to CCCERA Executive Management and the Audit Committee when 

there are recommendations outstanding that still need to be properly implemented. 
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Compliance Activity Planned for 2016  

 
 

Sources of Areas Selected For Audit  

 

Areas selected for audit can come from a variety of sources. These include risk assessment, 

management and employee requests, surprise audits and allegations of fraud, waste, and 

abuse.  

 

Risk must be one of the primary factors in selecting areas for audit. Risk for some aspects of 

CCCERA operations is higher than others for many reasons. This includes the type of activities, 

financial and operational impact to CCCERA and its members if something were to go wrong. 

Those areas of the CCCERA and its participating Employers which are high risk should receive 

more audit attention than those of lower risk. It should be noted, however, that areas of lower 

risk should not be ignored; rather, they should be done with less frequency than the higher risk 

areas.  

 

 

 

Compliance Internal Control Reviews & Projects: 

 
• Projects: 

o Pension Administration Review – Sub‐ledger vs. CPAS data validation 

o Employer Contribution Import Reconciliation Process 

 

• Compliance and Internal Controls Activities: 

o Accounting Department Process Review & Procedural Update 

o Member Services Procedures Update 

o Investment Department Procedures and Supervisory Structure 
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Employer Audits: 
 

There will be only one County department audit in 2016, Health Services.  Due to the 

complexity of the department, and the number of distinct operating entities within the 

department, CCCERA compliance resources will be focused on a review of the following audit 

scope items: 

 

• Timekeeping and Payroll Reporting 

• Employee Enrollment Procedures 

• Retiree Return to Work Monitoring  
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Date:  December 9, 2015    

To:  Board of Retirement 

  Gail Strohl, Chief Executive Officer 

 

From:  Karen Levy, General Counsel 

Subject: Legislation Update 

_________________________________________________________________________________________ 

Recommendation 
 

Receive and File. 

 

Summary of Enacted Legislation 
 

The California State Legislature reconvened on January 5, 2015 for the 2015-16 legislative 

session.  February 27, 2015 was the last day for bills to be introduced.  September 11, 2015 was 

the last day for each house to pass bills, and October 11, 2015 was the last day for the Governor 

to sign or veto bills passed by the Legislature. 

 

Set forth below is a summary of approved legislation of interest to CCCERA and its Board of 

Retirement.   

 

AB 663 – County Retirement Boards: alternate members 

AB 663, introduced by Assembly Member Irwin, authorizes the Ventura County Board of 

Supervisors to appoint an alternate Board of Retirement member to vote in the absence of the 4th, 

5th, 6th, or 9th members of the retirement board. 

Status:  Signed by Governor on July 2, 2015. 

 

AB 992 – County Employees Retirement Law of 1937: disability retirement; modification 

of allowance 

AB 992, introduced by Assembly Member Bonta, amends the County Employees Retirement 

Law of 1937 (CERL), Government Code Section 31760, with regard to a member who applies 

for disability and is granted a service retirement pending a determination of disability.  It clarifies 
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that if the member is awarded a disability retirement, the member is allowed to change the type 

of optional or unmodified allowance that he or she elected at the time of the service retirement. 

This bill was sponsored by the State Association of County Retirement Systems (SACRS) in 

order to clarify the CERL.  This was already the practice of several CERL systems, including 

CCCERA.  As such, the legislation does not change the way in which CCCERA handles option 

selection for members who are granted a disability retirement.                                                  

Status:  Signed by Governor on July 2, 2015. 

 

AB 1291 – County Employees Retirement Law of 1937: "District" defined 

AB 1291, introduced by Assembly Member Williams, adds the Ventura County Employees 

Retirement Association to the definition of "District" under CERL Section 31468.  It provides 

that the following VCERA job positions shall not be county employees but shall be employees of 

the retirement system: 

(1) retirement administrator; 

(2) chief financial officer; 

(3) chief operations officer; 

(4) chief investment officer; and  

(5) general counsel.   

Ventura CERA is thus becoming the fourth CERL retirement system to take staff out of county 

employment and into Special District employment.  The other three CERL systems include: 

Orange CERS, San Bernardino CERA and Contra Costa CERA.   

Status: Signed by Governor on August 17, 2015. 

 

SB 21 – Political Reform Act of 1974: gifts of travel 

SB 21, introduced by Senator Hill, requires non-profit organizations that provide gifts of travel to 

elected officials to disclose the names of donors who funded those gifts. It also requires elected 

officials to disclose the destination for donated travel.  Elected members of the CCCERA 

Board will have to comply with this new law as elected officials.  Unions and bargaining groups 

that provide gifts of travel will have to disclose the names of donors and the officials will have to 

disclose the destination of the travel. 

Status: Signed by Governor on October 10, 2015. 

 

SB 222 - Local agencies: school bonds: general obligation bonds: statutory lien. 

SB 222, introduced by Senator Block, requires general obligation bonds issued and sold by or on 

behalf of a local agency to be secured by a statutory lien on all revenues received pursuant to the 

levy and collection of the property tax imposed to service those bonds, as provided.  “Local 

agency” means any city, county, city and county, school district, community college district, 

authority, or special district.  The lien arises automatically without the need for any action or 
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authorization by the local agency or its governing body.  The lien is valid and binding from the 

time the bonds are executed and delivered. 

This bill impacts CCCERA to the extent the County or other participating special districts issue 

general obligation bonds on or after January 1, 2016, in that bondholders would have an 

automatic statutory lien on bond revenues.   

Status:  Signed by Governor on July 13, 2015. 

 

SB 272 – California Public Records Act: local agencies; inventory 

SB 272, introduced by Senator Hertzberg, adds a provision to the California Public Records Act 

that requires local agencies to create a catalog of "enterprise systems" (data systems containing 

information collected regarding the public), make a hard copy of the catalog available on request 

through the agency's legislative body, and post the catalog on the agency's Website.  The catalog 

would also be required to include the current system vendor, the system purpose, a general 

description of data, and the frequency of data collection and data update.   

The bill requires local agencies to complete and post the catalog by July 1, 2016.  Thereafter, the 

catalog must be updated annually. 

The bill impacts CCCERA in that it requires the agency to maintain and provide a catalog of 

systems and vendors, as specified. 

Status:  Signed by Governor on October 11, 2015. 

 

SB 704 – Public Officers and Employees: conflict of interest 

This bill was introduced by Senator Bates.  An officer is not deemed to be interested in a contract 

entered into by a board (of which the officer is a member) if the officer has only a "remote 

interest" in the contract, the interest is disclosed to the board, and the board authorizes or 

approves the contract without counting the vote of the officer.  SB 704 amended Government 

Code Section 1091 to include in the definition of "remote interest" a person who is an owner or 

partner of a firm serving on an advisory board or commission to the contracting agency, so long 

as the owner or partner recuses himself or herself from providing any advice to the contracting 

agency regarding the contract between the firm and the contracting agency and from all 

participation in reviewing a project that results from that contract. 

Status:  Signed by Governor on October 4, 2015. 
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