CONTRA
' CCCERA
COUNTY
Empl oyees’ Retirement Association

AGENDA

RETIREMENT BOARD MEETING

FIRST MONTHLY MEETING Retirement Board Conference Room
September 10, 2014 The Willows Office Park
9:00 a.m. 1355 Willow Way, Suite 221

Concord, California

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

Pledge of Allegiance.

Accept comments from the public.

Approve minutes from the June 25, July 9, July 23, and July 31, 2014 meetings.
Routine items for September 10, 2014.

Approve certifications of membership.

Approve service and disability allowances.

Accept disability applications and authorize subpoenas as required.

Approve death benefits.
Accept Asset Allocation Report.

P00 o

CLOSED SESSION

5.

The Board will continue in closed session pursuant to Govt. Code Section
54956.9(d)(1) to confer with legal counsel regarding pending litigation:

a. Public Employees Union, Local No. 1, et al. v. CCCERA and Board of
Retirement, et al., Contra Costa County Superior Court Case No. N14-1221.

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

OPEN SESSION

7.

Consider and take possible action on employer contribution rates as recommended by
Segal Consulting for In-Home Supportive Services Authority PEPRA Tier 5 (2%
COLA).

Consider and take possible action to issue a Request for Proposal for Website
Redesign.

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.




10.

11.

12.

13.
14.

15.

16.

17.

Consider and take possible action to extend current contract for external auditing
services or issue a Request for Proposal.

Consider and take possible action to issue a Request for Proposal to provide Labor
Relations Services and a Request for Proposal to provide Labor and Employment Law
Legal Services.

Consider and take possible action to adopt Policy On Determining "Compensation
Earnable" Under Assembly Bill 197 For Purposes of Calculating Retirement Benefits.

Consider and take possible action to adopt Policy On Determining "Pensionable
Compensation™ Under PEPRA For Purposes of Calculating Retirement Benefits.

Consider and take possible action to update CCCERA's Conflict of Interest Code.
Consider and take possible action on SACRS Voting Proxy.

Educational session regarding fiduciary duties presented by Harvey Leiderman, Reed
Smith.

Consider authorizing the attendance of Board and/or staff:

a. Investment Education Conference, Milliman, October 1 — 3, 2014, Lake Tahoe,
CA. (Staff Only)

b. Annual Meeting, Conference of Consulting Actuaries, October 19 — 22, 2014,
Rancho Mirage, CA. (Staff Only)

¢. Annual CRCEA Fall Conference, California Retired County Employees
Association, October 19 — 22, 2014, Sacramento, CA. (Note: Conflict with
Board Meeting)

d. 2014 Fall Conference, SACRS, November 11 — 14, 2014, Monterey, CA.

Miscellaneous
a. Staff Report
b. Outside Professionals’ Report
C. Trustees’ comments

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.
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RETIREMENT BOARD MEETING MINUTES

SECOND MONTHLY BOARD MEETING Retirement Board Conference Room
9:00 a.m. The Willows Office Park
1355 Willow Way, Suite 221
June 25,2014 Concord, California
Present: Debora Allen, Brice Bins, Scott Gordon, Brian Hast, Jerry Holcombe, Louie Kroll, Karen
Mitchoff, John Phillips, William Pigeon, Gabe Rodrigues and Jerry Telles
Absent: Russell Watts
Staff: Kurt Schneider, Deputy Retirement Chief Executive Officer; Timothy Price, Retirement

Chief Investment Officer; Karen Levy, Retirement General Counsel; Vickie Kaplan,
Retirement Accounting Manager; and Christina Dunn, Retirement Administration

Manager

Outside Professional Support: Representing:
Paul Angelo Segal Consulting
John Monroe Segal Consulting
Bob Helliesen Milliman
Marty Dirks Milliman
Rosalva Flores Brown Armstrong
Stephanie King PIMCO
Sabrina Callin PIMCO
Sasha Talcott PIMCO

1. Pledge of Allegiance
Hast led all in the Pledge of Allegiance.

2. Accept comments from the public

Hast announced the new Retirement Chief Executive Officer, Gail Strohl will start employment on
July 14, 2014.

Hast confirmed the Retirement Board election results noting Todd Smithey received the most votes
for seat number 3 and Rodrigues had the most votes for seat number 7 and Pigeon will hold seat
number 7 (alternate). He also confirmed that the current appointed members will remain in their
seats for another term.

David Rolley, active member at Central Contra Costa County Sanitary District, commented on Item
Number 11 noting Robert Rules of Order requires a 2/3rds vote for a change to a previous vote
made. He noted that the Board took a vote to maintain the status quo for members hired before
January 1, 2011 and in order to change that decision a 2/3rds vote is needed to overturn the past
vote.
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Mike Sloan, president of CCCREA, discussed the letter that was sent to members dated May 8, 2014
regarding the Board’s statement of intent to review past incidents of unusual compensation increases
at the end of employment. He noted he understood that clarification will be provided but many
retirees are concerned of what this means to their pension.

Presentation by Brown Armstrong on the audit of the December 31, 2013 financial statements
—Rosalva Flores

Kaplan introduced Flores and discussed the changes to the 2013 Comprehensive Annual Financial
Report (CAFR) noting GASB Statements 61, 65 and 66 were implemented in this CAFR.

Flores gave an overview of the purpose of the audit and the audit process noting this year more time
was spent reviewing the information technology processes.

Flores reported Brown Armstrong gave CCCERA an unmodified opinion, which is the highest form
of opinion, on the financial statements and congratulated the Board. She also reported there were no
material weaknesses.

The Board discussed the Current Year Agreed Upon Conditions and Recommendations and the
Status of the Prior Year Agreed Upon Conditions and Recommendations. They also discussed the
possibility of creating an audit committee of the Board.

Presentation from PIMCO on StocksPLUS Absolute Return — Stephanie King, Sabrina Callin,
and Sasha Talcott

Dirks and Helliesen discussed the fees and performance of the StocksPLUS Absolute Return Fund.

King discussed the general strategy of the StocksPLUS Absolute Return noting the StocksPLUS
suite has evolved to meet the growing needs of investors seeking higher return potential over a
passive equity index.

Callin discussed the advantages of StocksPlus Absolute Return.

Consider and take possible action regarding consultant recommendation to change PIMCO
StocksPLUS mandate

It was M/S/C to accept the consultant’s recommendation and change the PIMCO StocksPLUS
mandate to StocksPLUS Absolute Return subject to fee negotiation and legal review. (Yes: Allen,
Bins, Gordon, Hast, Mitchoff, Phillips, Pigeon, Rodrigues and Telles)

After discussion on the different fee structures available, it was M/S/C to pursue a performance
based fee structure with the StocksPLUS Absolute Return mandate. (Yes: Allen, Bins, Gordon, Hast,
Mitchoff, Phillips, Pigeon, Rodrigues and Telles)

Request from Rodeo-Hercules Fire Protection District to modify the contribution requirement
for the 2014/201S5 fiscal year

Schneider reviewed his memo noting the change in methodology is only being proposed based on
the specific facts and circumstances involved, including the small size of the District and the fact
that the District is in its own cost group.

It was M/S/C to accept the staff recommendation to modify the employer contribution requirement
for Cost Group #12 for the 2014-15 fiscal year based on the proposed methodology. (Yes: Bins,
Gordon, Hast, Mitchoff, Phillips, Pigeon, Rodrigues and Telles. Abs: Allen)
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June 25, 2014
7. Terminal pay assumptions for the December 31, 2013 Actuarial Valuation in light of the
pending AB 197 appeal — Angelo and Monroe
Angelo reviewed the Segal Consulting memo regarding Terminal Pay Assumptions for the
December 31, 2013 Actuarial Valuation noting this is not a discussion on the cost sharing of the
terminal pay assumption.
He noted AB 197 changed how county retirement boards were permitted to calculate their current
members’ retirement allowances. For CCCERA, this would effectively make members with
membership dates before January 1, 2011 subject to the policy that currently applies to members
with membership dates on or after January 1, 2011.
It was M/S/C to continue this item to the July 9, 2014 Board meeting.
CLOSED SESSION

The Board moved into closed session pursuant to Govt. Code Section 54956.9(d)(1).

The Board moved into open session.

8.

9.

10.

11.

12.

a. There was no reportable action related to Govt. Code Section 54956.9(d)(1).

Consider and take possible action to schedule additional Board meeting on July 31, 2014

It was M/S/C to schedule an additional Board meeting on July 31, 2014. (Yes: Allen, Bins, Gordon,
Hast, Mitchoff, Phillips, Pigeon, Rodrigues and Telles)

Depletion of the “bank” of leave time for “estoppel class” members who use or sell leave
between January 1, 2013 and retirement

It was M/S/C that the “estoppel class” leave bank, so long as the member does not use or sell back
after December 31, 2012 more leave time that they can accrue going forward, the bank is preserved.
(Yes: Bins, Gordon, Hast, Mitchoff, Pigeon, Rodrigues and Telles. No: Allen and Phillips)

Inclusion of payments for multiple leave sales during a 12-month final average salary period

It was M/S regarding active leave sell backs, where the employer allows leave sales annually (for
example, once every calendar year), no more than one annual cash out counts as compensation for
retirement purposes. (Yes: Allen, Gordon, Mitchoff and Phillips. No: Hast, Pigeon, Rodrigues and
Telles. Abs: Bins) Motion failed.

The Board had a lengthy discussion on the final average salary period and the practice of other
retirement systems governed by the County Employees’ Retirement Law of 1937.

It was M/S regarding active leave sell backs, so long as leave payouts do not exceed maximum leave
that the member can accrue during the final average salary period, payments for leave count as
compensation for retirement purposes even if the employer allows more than one sale during the
final average salary period. The second was withdrawn.

The Board directed staff to continue to allow the two sales to be included in compensation earnable
for legacy members so long as the leave cash out does not exceed what the member can accrue in
one year.

Conference Seminar Attendance
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a. It was M/S/C to authorize the attendance of all Board members and appropriate staff members at
the 25" Annual Northern California Public Retirement Seminar, The Public Retirement Journal,
September 25, 2014, Sacramento, CA. (Yes: Allen, Bins, Gordon, Hast, Mitchoff, Phillips,
Pigeon, Rodrigues and Telles)

b. It was M/S/C to authorize the attendance of two Board members and three staff members at the
Roundtable for Consultants & Institutional Investors, Institutional Investor, October 8 — 10, 2014,
Chicago, IL. (Yes: Allen, Bins, Gordon, Hast, Mitchoff, Phillips, Pigeon, Rodrigues and Telles)

13. Miscellaneous

(a) Staff Report—

Price reported Verne Sedlacek, the President of Commonfund will be retiring within the next
two years.

Dunn reported a Communications Coordinator has been hired.

Kaplan reported there was a meeting with plan sponsors on GASB 67 and 68 with more
meetings to follow.

She also reported the CAFR and PAFR will be sent to the printers and to the GFOA at the end
of the week.

Davis reported staff continue to get many questions regarding July 11, 2014 retirements.
(b) Outside Professionals’ Report -

None
(c) Trustees’ comments —

None

It was M/S/C to adjourn the meeting. (Yes: Allen, Bins, Gordon, Hast, Mitchoff, Phillips, Pigeon,
Rodrigues and Telles)

Brian Hast, Chairman Jerry Telles, Secretary
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RETIREMENT BOARD MEETING MINUTES

FIRST MONTHLY BOARD MEETING Retirement Board Conference Room
9:00 a.m. The Willows Office Park
1355 Willow Way, Suite 221
July 9, 2014 Concord, California
Present: Debora Allen, Scott Gordon, Brian Hast, Jerry Holcombe, Louie Kroll, Karen Mitchoff,
John Phillips, William Pigeon, Gabe Rodrigues, Todd Smithey, Jerry Telles and Russell
Watts
Absent: None
Staff: Kurt Schneider, Deputy Retirement Chief Executive Officer; Timothy Price, Retirement

Chief Investment Officer; Karen Levy, Retirement General Counsel; Vickie Kaplan,
Retirement Accounting Manager; and Christina Dunn, Retirement Administration
Manager

Outside Professional Support: Representing:
Harvey Leiderman Reed Smith

1. Pledge of Allegiance
Hast led all in the Pledge of Allegiance.

2. Accept comments from the public

No members of the public offered comment.

3. Election of Board Officers

It was M/S/C to nominate Hast as Board Chairperson. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips,
Rodrigues, Smithey and Telles. Abs: Watts)

It was M/S/C to nominate Phillips as Board Vice-Chairperson. (Yes: Allen, Gordon, Hast, Mitchoff,
Phillips, Rodrigues, Smithey and Telles. Abs: Watts)

It was M/S/C to nominate Telles as Board Secretary. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips,
Rodrigues, Smithey and Telles. Abs: Watts)

4. Minutes Approval

It was M/S/C to approve the June 11, 2014 minutes. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips,
Rodrigues, Smithey and Telles. Abs: Watts)
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July 9, 2014
5. Routine Items
Price distributed a revised asset allocation report for Item S.e. noting the values for the private
equities were incorrect.
It was M/S/C to approve the routine items of the July 9, 2014 Board meeting. (Yes: Allen, Gordon,
Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)
CLOSED SESSION

The Board moved into closed session pursuant to Govt. Code Section 54957 and 54956.9(d)(1).

The Board moved into open session.

6.

It was M/S/C to accept the Medical Advisor’s recommendation and grant the following disability
benefits:

a. David Poppi —Service Connected (Yes: Allen, Gordon, Hast, Mitchoff, Phillips, Rodrigues,
Smithey, Telles and Watts)

a. There was no reportable action related to Govt. Code Section 54956.9(d)(1).

Clarification of the Board’s June 25, 2014 confirmation that multiple leave sales during the 12-
month FAS period are earned and payable in the FAS period and therefore pensionable for

Legacy (pre-PEPRA) members so long as they do not exceed the number of leave hours earned
in the FAS period.

Leiderman provided an overview of AB 197 and the recent Superior Court ruling. He noted the
Superior Court provided a stay order which was due to expire on July 12, 2014. Once the stay order
expires the Board of Retirement is required to implement AB 197.

In public comment, Margaret Hanlon-Gradie, Executive Director of Contra Costa County Labor
Council, noted current property tax assessments are improving and will help the County’s general
fund. She feels that with continued wage reductions, benefit cost increases and reductions in
retirement to County employees it will have an impact on current negotiations. She feels it is time to
rebuild the middle class. She also feels by eroding the pension benefits it does not assist with
providing them to others.

Jonathan Wright, IFPTE Local 21, stated he does not feel the union was properly noticed of this
action and has filed a grievance with Contra Costa County.

Hast disclosed some members of the Board of Retirement may have a personal interest on this
subject.

It was M/S regarding active leave sell backs, where the employer allows leave sales annually (for
example, once every calendar year), no more than one annual cash out counts as compensation for
retirement purposes.

After a lengthy discussion on the role the Board of Retirement has regarding benefits and
determining what is pensionable it was M/S/C regarding active leave sell backs, where the employer
allows leave sales annually (for example, once every calendar year), no more than one annual cash
out counts as compensation for retirement purposes. (Yes: Allen, Gordon, Mitchoff, Phillips and
Watts. No: Hast, Rodrigues, Smithey and Telles)
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Proposed statement explaining the Board’s intent to review past incidents of unusual
compensation increases at end of employment

Levy reviewed her memo dated July 9, 2014 noting trustees Kroll and Telles requested that the
Board consider the adoption of a statement explaining the Board’s intent to not review past
retirement calculations based upon: normal vacation and compensatory time sales; normal pay for on
call work that was regularly required and ordinarily worked by everybody in the same job
classification during the same time period; or terminal pay which was comprised of benefits
ordinarily earned or permanent and reoccurring.

It was noted this statement was to clarify the original statement from May 7, 2014.

After discussion it was M/S/C to not adopt the proposed statement. (Yes: Allen, Gordon, Hast
Phillips, Mitchoff, Rodrigues, Smithey and Watts. No: Telles)

Non-service connected disability retirement allowance of deceased member Cheryl Sousa

Schneider reviewed his memo dated July 9, 2014 regarding Cheryl Sousa's application for non-
service connected disability. He reviewed the active death process noting the member has died while
in active (not retired) status and had filed an active death form electing Optional Settlement 2 before
her death. The Board is now called upon to make a determination as to whether the member became
permanently unable to engage in any substantial gainful employment and would then be eligible for
a non-service connected disability retirement allowance.

Schneider noted the medical records were analyzed by the Board’s medical advisor, who concluded
that the evidence clearly shows that Ms. Sousa was totally disabled from any substantial gainful
employment on April 9, 2014, as defined by Government Code Section 31720.1.

It was M/S/C to grant a non-service connected disability retirement effective April 9, 2014 to Cheryl
Sousa and to approve payment to the named beneficiary under Optional Settlement 2. (Yes: Allen,
Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

The Board requested a review of the active death process on a future agenda.

Terminal pay assumptions for the December 31, 2013 Actuarial Valuation in light of the
pending AB 197 appeal

Schneider reviewed the history of the Retirement Board policy, “Determining Which Pay Items Are
Compensation for Retirement Purposes”. He also reviewed how AB 197 may change portions of
this policy and noted in order to continue processing the December 31, 2013 valuation report the
actuaries need direction on the terminal pay assumptions to use in the valuation report.

Leiderman noted if the court ruling is overturned the Board would have the authority to collect past
uncollected contributions.

It was M/S/C to direct Segal Consulting to calculate the actuarial valuation report using the terminal
pay assumptions established previously for members with membership dates on or after January 1,
2011 for all members in the actuarial valuation report. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips,
Rodrigues, Smithey, Telles and Watts)

Investment manager under review
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Price stated we were recently notified that there was a personnel change at DBL investors that we
were not notified of in a timely manner. On June 14, 2014 we were notified that Seth Miller left
DBL investors effective January 1, 2014.

It was M/S/C to place DBL investors on the watch list for personnel changes and conduct an on-site
visit. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

13. Conference Seminar Attendance

a. It was M/S/C to authorize the attendance of two staff members at the Administrators’ Institute,
CALAPRS, September 24 — 26, 2014, Long Beach, CA. (Yes: Allen, Gordon, Hast, Mitchoff,
Phillips, Rodrigues, Smithey, Telles and Watts)

b. It was M/S/C to authorize the attendance of two Board members and two staff members at the
2014 Fall Conference, Council of Institutional Investors, September 29 — October 1, 2014, Los
Angeles, CA. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and
Watts)

c. There was no reportable action on this item.

d. It was M/S/C to authorize the attendance of four Board members and two staff members at the
US Client Conference, Invesco, November 4 — 6, 2014, La Jolla, CA. (Yes: Allen, Gordon, Hast,
Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

Gordon was not present for subsequent discussion and voting.
14. Miscellaneous

(a) Staff Report —

Levy reported a notification has been sent to all active members notifying them of the
expiration of the stay order in the AB 197 lawsuit. She stated the notification is included in the

agenda packet as a miscellaneous item.

She also reported a press release announcing the new Retirement Chief Executive Officer, Gail
Strohl, has been issued as directed by the Board.

Schneider reported that CCCERA has received around 100 retirement applications this month.
Price reminded the Board there will be a special board meeting on July 31, 2014.
Kaplan reported the CAFR and PAFR have been submitted to the GFOA.
She also reported pre-payments of contributions from employers are coming in.
(b) Outside Professionals’ Report -
None

(¢) Trustees’ comments —
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Telles reported he was contacted by the SACRS President to find out how the Board of
Retirement felt about providing support for a public relations firm to educate the public on
defined benefit plans. He would like this item on a future agenda.

Allen reported she reviewed the Blue Ribbon Panel on Public Pension Funding report from the
Society of Actuaries and would like to have Bob Stein come and present at a meeting.

She requested the Board consider creating an agenda committee for compiling the agenda for
each meeting.

Mitchoff was no longer present for subsequent discussion and voting.
Rodrigues asked who notifies members when contribution rates change.

Hast reported that at the April 2, 2014 meeting, under Agenda Item 13, the Board met in closed
session pursuant to Govt. Code Section 54956.81 to consider the purchase of particular pension
fund investment. He reported that: It was M/S/C to rescind the $50 million commitment to
Siguler Guff SBOF Fund II and make a $200 million commitment to the negotiated account
structure, Siguler Guff CCCERA Opportunities Fund, subject to legal review. (Yes: Allen,
Gordon, Hast, Phillips, Pigeon, Rodrigues, Telles, Watts.)

It was M/S/C to adjourn the meeting. (Yes: Allen, Hast, Holcombe, Phillips, Rodrigues, Smithey, Telles
and Watts)

Brian Hast, Chairman Jerry Telles, Secretary
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RETIREMENT BOARD MEETING MINUTES

SPECIAL BOARD MEETING Retirement Board Conference Room
9:00 a.m. The Willows Office Park
1355 Willow Way, Suite 221
July 23,2014 Concord, California
Present: Debora Allen, Scott Gordon, Brian Hast, Jerry Holcombe, Karen Mitchoff, John Phillips,
William Pigeon, Gabe Rodrigues, Todd Smithey, Jerry Telles and Russell Watts

Absent: Louie Kroll

Staff: Gail Strohl, Retirement Chief Executive Officer; Kurt Schneider, Deputy Retirement

Chief Executive Officer; Timothy Price, Retirement Chief Investment Officer; and Karen
Levy, Retirement General Counsel

Outside Professional Support: Representing:
Harvey Leiderman Reed Smith
Bob Helliesen Milliman
Marty Dirks Milliman
Dorian Young Milliman

1. Pledge of Allegiance

Rodrigues led all in the Pledge of Allegiance.

2. Accept comments from the public

Hast welcomed Gail Strohl.

William Lau, member of the public, requested closed session be at the beginning or end of the Board
of Retirement meetings.

3. Discussion with consultant and staff on managers scheduled to present

Price discussed the purpose of the special board meetings. He noted that most of the presenters are
from current money managers. He reviewed the topics and presenters scheduled to present.

4. Manager panel discussions:

Panel Discussion Topic: Understanding High Frequency Trading
Investment Managers: Christian McCormick, INTECH; Debbie Sabo, Jackson Square Partners

Panel Discussion Topic: Hiding in Plain Sight: How to Think About Trading Costs
Investment Managers: Steven Fenty, State Street Global Markets; Stephen Malinowski, Vertas;
Vinod Pakianathan, Zeno Consulting Group
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Panel Discussion Topic: Real Estate in the Real Economy
Investment Managers: Andy Rifkin, DLJ RECP; Carmine Fanelle, DLJ RECP; Joe Munoz,
LaSalle Investment Management; Reid Liffman, Angelo Gordon

CLOSED SESSION

The Board moved into closed session pursuant to Govt. Code Section 54956.9(d)(2).

The Board moved into open session.

S.

6.

There was no reportable action related to Govt. Code Section 54956.9 (d)(2).

Board’s review of prior retirements with unusual increases at the end of employment

Leiderman provided an overview of the previous discussions on the statement of intent to review
past incidents of unusual compensation increases at end of employment.

It was M/S/C noting the Board’s intent is to scrutinize apparently intentional acts of pension spiking,
through members’ receipt of pay items that were not earned as part of their regularly recurring
employment compensation during their careers and direct staff to concentrate on specific, unique
items of pay and not on payments for regularly recurring vacation, sick or compensatory leave time.
(Yes: Allen, Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

Place investment manager under review

Price reported on July 10, 2014 CCCERA was informed of a personnel change at Adams Street
Partners noting Hanneke Smits, the firm’s Chief Investment Officer, will depart from Adams Street
Partners around the end of the year. Kelly Meldrum has been named as the head of the primary
investment team and will be working with Hanneke Smits on transitioning over for the next several
months.

Price noted an onsite visit has been scheduled for July 24, 2014 to the Adams Street Partners office
in Menlo Park.

It was M/S/C to place Adams Street Partners on the watch list for personnel changes. (Yes: Allen,
Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

Conference Seminar Attendance

a. It was M/S/C to authorize the attendance of four Board members and two staff members at the
Annual Limited Partners Meeting, Carpenter Community BancFund, September 24 — 25, 2014,
San Jose, CA. (Yes: Allen, Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and
Watts)

b. It was M/S/C to authorize the attendance of three Board members and two staff members at the
Investment Summit, Torchlight Investors, October 14 — 15, 2014, New York, NY. (Yes: Allen,
Gordon, Hast, Mitchoff, Phillips, Rodrigues, Smithey, Telles and Watts)

Miscellaneous

(a) Staff Report —

Strohl reported she has had a great first week and is looking forward to learning more.
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Price reported there have been personnel changes at Oaktree and they will continue to follow it.
Levy reported SACRS hired a consultant to reorganize the 1937 Act. The consultant has
reached out to CCCERA requesting a review of the Contra Costa County specific statutes and
the proposal to re-number them within the CERL.

Davis reported there were 121 retirements in July which is less than anticipated.

Dutkiewicz reported notifications have been sent out to employers regarding employer audits
and those audits will start soon.

(b) Outside Professionals’ Report -
Leiderman reported on a case Sanchez vs. CalPERS noting the trial Judge in the case made a
ruling citing incorrect information. The incorrect information pertained to personal liability of
retirement board members.

(c) Trustees’ comments —
Telles reported he was contacted by the SACRS President to find out how the Board of
Retirement felt about providing support for a public relations firm to educate the public on

defined benefit plans. He would like this item on the August agenda for discussion.

Rodrigues noted the San Diego County Employees’ Retirement Association’s website has
useful information for educating others on defined benefit plans.

Holcombe thanked Hast and senior staff on how well the transition between CEOs was handled
noting he did not see any change in operations.

Mitchoff requested the contact information of key staff members be included on the website.

It was M/S/C to adjourn the meeting. (Yes: Allen, Hast, Gordon, Mitchoff, Phillips, Rodrigues, Smithey,
Telles and Watts)

Brian Hast, Chairman Jerry Telles, Secretary
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Employees’ Retirement Association

RETIREMENT BOARD MEETING MINUTES

SPECIAL BOARD MEETING Retirement Board Conference Room
9:00 a.m. The Willows Office Park
1355 Willow Way, Suite 221
July 31,2014 Concord, California
Present: Debora Allen, Scott Gordon, Brian Hast, Karen Mitchoff, John Phillips, William Pigeon,
Gabe Rodrigues, Todd Smithey, Jerry Telles and Russell Watts

Absent: Jerry Holcombe and Louie Kroll

Staff: Gail Strohl, Retirement Chief Executive Officer; Timothy Price, Retirement Chief

Investment Officer; Karen Levy, Retirement General Counsel and Christina Dunn,
Retirement Administration Manager

Outside Professional Support: Representing:
Harvey Leiderman Reed Smith

1. Pledge of Allegiance
Hast led all in the Pledge of Allegiance.

2. Accept comments from the public

No members of the public offered comment.

3. Discussion with Cortex Applied Research and staff regarding Investment Consultant RFP —
Tom Jannucci, Cortex Applied Research

Price discussed the expectations of the discussion with Cortex Applied Research noting the direction
provided by the Board will assist with creating the Investment Consultant Request for Proposal.

Iannucci provided an overview of Cortex and discussed the purpose of the discussion.

Iannucci discussed fiduciary duty of prudence, accountability and characteristics of an effective
board. Iannucci noted he had individual interviews with each Board member and provided some
overall findings from those interviews.

He discussed alternative models for using investment consultants noting some boards have more
than one investment consultant depending on the model chosen. He also noted investment
consultants could be generalists or provide specialty services.

After a lengthy discussion, the Board directed staff to work with Cortex to draft the RFP to focus on
general investment consultant services but break out the costs of services related to private equity
and real assets.
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Mitchoff, Rodrigues and Smithey were not present for subsequent discussion and voting.
4. Miscellaneous
(a) Staff Report —

Levy reported that several Board members have had questions recently on fiduciary duties. The
fiduciary education is tentatively scheduled for the September 10, 2014 meeting.

Price reported the onsite visit for DBL Investors is scheduled for August 11, 2014.
(b) Outside Professionals’ Report -

None
(c) Trustees’ comments —

Watts attended the Wharton Business School and thought it was very good.

It was M/S/C to adjourn the meeting. (Yes: Allen, Hast, Gordon, Phillips, Pigeon, Telles and Watts)

Brian Hast, Chairman Jerry Telles, Secretary
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Items requiring Board Action

BOARD OF RETIREMENT

A. Certifications of Membership — see list and classification forms.

B. Service and Disability Retirement Allowances:

Name

Anthenien, Anton
Antkowiak, Andrew
Basch, Blanca

Bell, Alleatha
Boyer, Christopher
Bradshaw, Mary
Christy, Curtis
Cline, Linda
Cohen, Larry
Crook, Karen
Feierabend, Susan
Fernando, Leonie
Foran, Katherine
Gifford, Gary
Graves, Dianna
Hartford, Alan
Hernandez, Palminder
Huff, Karen
Kutsuris, Catherine
Lee, Albert

Lee, Bradford

Lee, Darrell
Lysaght, Cathy

KEY: Group
I =TierI
II = Tier IT
III = Tier III
S/A = Safety Tier A
S/C = Safety Tier C

Number
60718
D3406
41833
57017
65574
D3406
66031
61296
37623
60463
51563
53102
60177
43142
53048
39467
44768
D3406
43337
38011
67177
D7274
60258

Option
* = County Advance
Selected w/option

Effective
Date
12/03/13
07/01/14
07/05/14
04/01/14
06/23/14
07/08/14
07/09/14
06/21/14
06/01/14
07/01/14
03/31/14
07/07/14
07/01/14
07/04/14
07/01/14
07/01/14
07/11/14
07/11/14
07/10/14
07/01/14
05/31/14
06/30/14
07/11/14

September 10, 2014

Meeting Date
09/10/14
Agenda Item
Hid
Option
Type Group Selected
SR III Unmod
SR I Unmod
SR II&III Unmod
SR II &III Option 2
SR III Unmod
SR I Unmod
SR II &III Unmod
SR I Unmod
SR II Option 2
SR I Unmod
SR III Unmod
SR II &III Unmod
SR II &III Option 1
SR S/A Unmod
SR II &III Unmod
SR S/A Unmod
SR S/A Unmod
SR I Unmod
SR III Unmod
SR II Unmod
SR III Option 1
SR S/A Unmod
SR II&S/A Unmod
Type

NSP = Non-Specified
SCD = Service Disability
SR = Service Retirement

NSD = Non-Service Disability



CONTRA COSTA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

BOARD OF RETIREMENT

Page 2 September 10, 2014
Marchetti, Dante D3406 07/11/14 SR I Unmod
Meiseles, Richard 46163 07/10/14 SR S/A Unmod
Milne, Robbin 62856 06/20/14 SR 11 Option 1
Miyashiro, Leslie 50209 07/01/14 SR I Unmod
Montoya, Eric 43439 07/10/14 SR II&S/A Unmod
Moreno, Angel 50438 07/10/14 SR S/A Unmod
Nelson, Jeffrey 49188 07/10/14 SR S/A Unmod
Pelletier, Janice D9500 06/21/14 SR III Unmod
Porter, Paula D9500 06/28/14 SR II&III Unmod
Raney, Ellen D9500 06/21/14 SR II & III Option 1
Sansoe, Dorothy 64496 07/11/14 SR I Unmod
Savacool, Clive 54470 07/10/14 SCD S/A Unmod
Shearer, John 62518 07/11/14 SR II&III Unmod
Shem, Gail D7274 07/01/14 SR S/A Unmod
Spainhower, Marla 63777 04/06/14 SR II & III Unmod
Sweet, Sheri 68690 07/01/14 SR III Unmod
Turk, Donald D3406 07/11/14 SR I Unmod
Warne, Stephen 44067 07/01/14 SR S/A Unmod
Williams, Diane 51402 05/31/14 SR II &III Unmod
Wilson, Roger 42972 10/01/13 SCD S/A Unmod
Wisotsky, Phillip 46500 07/10/14 SR S/A Unmod
Yuen, Judith 44667 07/10/14 SR II &III Unmod

C. Disability Retirement Applications: The Board’s Hearing Officer is hereby authorized to
issue subpoenas in the following cases involving disability applications:

Name Number Filed Type

Reinthaler, Louis 64001 08/05/14 NCD

Redler, Jay 60794 08/12/14 SCD

MacDougall, David 41918 08/22/14 SCD

Pitau, John 39891 08/26/14 SCD

Givins, Bryan D9990 08/26/14 SCD

KEY: Group Option Type
I="Tierl * = County Advance NSP = Non-Specified
II = Tier II Selected w/option SCD = Service Disability
III = Tier III SR = Service Retirement
S/A = Safety Tier A NSD = Non-Service Disability

S/C = Safety Tier C
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D. Deaths:
Name Date of Death Employer
Brandt, Carl 08/14/14  Central Contra Costa Sanitary District
Collins, Virginia 07/02/14 Alternate Payee
Don-Batalla, Kay 08/12/14  Contra Costa County
Dunley, Robert 08/03/14 Beneficiary
Hambly, Barbara 08/25/14  Beneficiary
Hammonds, Cathleen 08/25/14 Contra Costa Superior Court
Lucas, Sherran 08/30/14 Contra Costa County
Nugent, Barbara 08/05/14  Contra Costa County
Ross, Robert 08/23/14 Contra Costa County
Valladao, Alvira 08/14/14  Contra Costa County
Weber, Helene 07/21/14  Contra Costa County
Wood, Herman 08/09/14

KEY:

Contra Costa Mosquito & Vector Control Dist.

Group Option
I="Tierl * = County Advance

II = Tier I

IIT = Tier III
S/A = Safety Tier A
S/C = Safety Tier C

Selected w/option

Type
NSP = Non-Specified
SCD = Service Disability
SR = Service Retirement
NSD = Non-Service Disability



Meeting Date

CERTIFICATION OF MEMBERSHIps | 09/10/14
Agenda ltem

#4a.
Employee Membership
Name Number Tier Date Employer
Anaya, Martin 78925 P5.3 07/01/14 Contra Costa County
Ayres, Stephanie 78253 P5.3 07/01/14 Contra Costa County
Beber, Michelle 80180 P5.2 07/01/14 Contra Costa County
Belknap, Kaya 80086 P5.2 07/01/14 Contra Costa County
Bell, Matthew 80357 P5.2 07/01/14 Contra Costa County
Blair, Ermine 74090 1] 07/01/14 Contra Costa County
Blanco, Mandy 80270 P5.2 07/01/14 Contra Costa County
Boisvert, Nichole 80096 P5.2 07/01/14 Contra Costa County
Bove, Andrew 80353 P5.3 07/01/14 Contra Costa County
Brown, Champagne 80337 P5.3 07/01/14 Contra Costa County
Byrne, John 80348 S/IE 07/01/14 Contra Costa County
Chin, Wesley 80091 P5.2 07/01/14 Contra Costa County
Colmenero, Nicole 80173 P5.2 07/01/14 Contra Costa County
Corrales, Janice 80194 P5.3 06/01/14 Contra Costa County
Davis, Amber 78766 P5.2 07/01/14 Contra Costa County
Day, Donna 77350 P5.2 07/01/14 Contra Costa County
Dodd, Bryan 80360 S/D 07/01/14 Contra Costa County
Doornbos, Christopher D3406 P4.3 07/01/14 Central Sanitary District
Dorfman, Erica 80090 P5.2 07/01/14 Contra Costa County
Drake, Debra 77851 P5.3 07/01/14 Contra Costa County
Durant, Benjamin 80085 P5.2 07/01/14 Contra Costa County
Eger, Gretchen 64097 1l 06/01/14 Contra Costa County
Elsberry, Jacob 78691 P5.3 07/01/14 Contra Costa County
Farmer, Nadra 80088 P5.2 07/01/14 Contra Costa County
Finau, Lia 77725 P5.2 07/01/14 Contra Costa County
Flores, Jorge 80297 P5.3 07/01/14 Contra Costa County
Frederick, Ross 78770 P5.2 06/01/14 Contra Costa County
Galiste, Lionel 74905 P5.2 07/01/14 In-Home Support Services
Go, Kyla 77884 P5.2 07/01/14 Contra Costa County
Godoy, Chad 80344 P5.2 07/01/14 Contra Costa County
Key:
I=Tierl P4.2 = PEPRA Tier 4 (2% COLA) S/A = Safety Tier A

1l = Tier 11 P4.3 = PEPRA Tier 4 (3% COLA) S/C = Safety Tier C
111 = Tier 111 [P5.2 = PEPRA Tier 5 (2% COLA) S/D = Safety Tier D
P5.3 = PEPRA Tier 5 (3% COLA) S/E = Safety Tier E

Page 1




CERTIFICATION OF MEMBERSHIPS

Employee Membership
Name Number Tier Date Employer
Gomez, Miguel 80097 P5.2 07/01/14 Contra Costa County
Gonsalves, Deion 78183 P5.3 07/01/14 Contra Costa County
Gorden, Anita 78945 P5.2 07/01/14 Contra Costa County
Hollander, Kaitlin 80084 P5.2 07/01/14 Contra Costa County
Hotchandani, Eric 80307 P5.3 07/01/14 Contra Costa County
Isip, Jaclyn 78292 P5.3 07/01/14 Contra Costa County
Jackson, Neil 80098 P5.2 07/01/14 Contra Costa County
Jones, Debra 80176 P5.3 07/01/14 Contra Costa County
Keaveny, Elizabeth 78618 P5.3 07/01/14 Contra Costa County
Kosta, Mathtew 80306 P5.3 07/01/14 Contra Costa County
Kovaleski, Caroline 80087 P5.2 07/01/14 Contra Costa County
Kwok, Bonnie 80150 P5.2 07/01/14 Contra Costa County
Lacambra, Sheila 79625 P5.2 06/01/14 Contra Costa County
Levia, Melissa 80361 P5.3 07/01/14 Contra Costa County
Lopez, Dana 74754 P5.2 07/01/14 Contra Costa County
Maltbie, Autumn 80154 P4.2 07/01/14 ConFire
Marquez, Leticia (rehire) 80109 P5.3 07/01/14 Contra Costa County
Middaugh, Kristin 80303 P4.3 07/01/14 CCCERA
Mirador, Maureen 80179 P5.3 07/01/14 Contra Costa County
Nichols, Lawanna 71983 I 07/01/14 Contra Costa County
Orta, Maribel 76969 P5.3 07/01/14 Contra Costa County
Patterson, Erica 78582 P5.2 07/01/14 Contra Costa County
Pease, Brian 80311 P5.3 07/01/14 Contra Costa County
Perry, Richard 71361 P5.3 07/01/14 Contra Costa County
Petit, Jean-Marc D3406 P4.3 07/01/14 Central Sanitary District
Planchon, Julie D9500 P5.3 07/01/14 Superior Courts
Proudfoot, Jacqueline 80101 P5.2 07/01/14 Contra Costa County
Randhawa, Amandeep 80187 P5.3 07/01/14 Contra Costa County
Sanchez, Claudia 79490 P5.3 07/01/14 Contra Costa County
Sanchez-Correa, Yvette 80271 P5.2 07/01/14 Contra Costa County

Key:

1=Tierl

P4.2 = PEPRA Tier 4 (2% COLA)

S/A = Safety Tier A

Il = Tier 11

P4.3 = PEPRA Tier 4 (3% COLA)

S/C = Safety Tier C

11 = Tier 11

P5.2 = PEPRA Tier 5 2% COLA)

S/D = Safety Tier D

P5.3 = PEPRA Tier 5 (3% COLA)

S/E = Safety Tier E

Page 2




CERTIFICATION OF MEMBERSHIPS

Employee Membership
Name Number Tier Date Employer
Sandoval, Sandra 79356 P5.2 07/01/14 Contra Costa County
Schiff, Teresa 80119 P5.2 07/01/14 Contra Costa County
Shannon, Jeremy D3301 P5.3 07/01/14 CC Mosquito Abatement District
Spann, Phillip 75895 P5.3 07/01/14 Contra Costa County
Stoddard, Cynthia 76912 P5.2 07/01/14 Contra Costa County
Tenzing, Jamba 80191 P5.3 07/01/14 Contra Costa County
Terrell, Jameiz 80060 S/D 07/01/14 Contra Costa County
Wright, Terri 80278 P5.2 07/01/14 Contra Costa County
Youngman, Jeffrey 80172 P4.3 07/01/14 CCCERA
Zody, Katherine 80305 P5.3 07/01/14 Contra Costa County

Key:

1=Tierl

P4.2 = PEPRA Tier 4 (2% COLA)

S/A = Safety Tier A

11 = Tier I

P4.3 = PEPRA Tier 4 (3% COLA)

S/C = Safety Tier C

111 = Tier 111

P5.2 = PEPRA Tier 5§ (2% COLA)

S/D = Safety Tier D

_|[P53= PEPRA Tier 5 3% COLA)

S/E = Safety Tier E

Page 3




TIER CHANGES

Reason
Employee New Effective for
Name Number |OId Tier| Tier Date Employer Change
Schuck, Edward 76737 S/D S/IA 4/1/2013 |Contra Costa County _[Reciprocity
Key:

1="Ticerl

P4.2 = PEPRA Tier 4 (2% COLA)

S/A = Safety Tier A

11 = Tier

P4.3 = PEPRA Tier 4 (3% COLA)

S/C = Safety Tier C

11 = Tier 111

P5.2 = PEPRA Tier 5 (2% COLA)

S/D = Safety Tier D

PS5.3 = PEPRA Tier 5 (3% COLA)

S/E = Safety Tier E

Page 4
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MEMORANDUM

Date: September 10, 2014
To: CCCERA Board of Retirement
From: Kurt Schneider, Deputy Retirement Chief Executive Officer

Subject: PEPRA General Tier 5 (2% COLA) Employer Contribution Rates for
In-Home Supportive Services Authority

The Contra Costa County Board of Supervisors has approved a Memorandum of Understanding
(MOU), which grants employees who become new members of CCCERA, on or after July 1,
2014, a post-retirement cost-of-living adjustment limited to 2% per year. This provision is
similar to that in other County MOUs, however, some individuals covered under this MOU are
employed by the In-Home Supportive Services Authority (IHSS). There are currently no
employer contribution rates for this employer for this exact benefit tier.

The employer contribution rates currently in effect are those recommended by the System’s
actuary, Segal Consulting, in the December 31, 2012 Actuarial Valuation. All of the required
components for the IHSS contribution rates for Tier 5 members with a 2% maximum COLA
were calculated as part of that valuation. That is, the employer Normal Cost rate and UAAL rate
for the basic and COLA benefit are shown in the valuation report. The attached letter from Segal
Consulting assembles those components into employer contribution rates for IHSS for PEPRA
Tier 5 (2% COLA).

Recommendation: Adopt the employer contribution rates as shown in the Segal letter.

1355Wi||owWay Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org



Al Segal Consulting

] ) John W. Monroe, ASA, MAAA, EA
100 Montgomery Street Suite 500 San Francisco, CA 94104-4308 Vice President & Associate Actuary

T 415.263.8260 www.segalco.com jmonroe@segalco.com

August 26, 2014

Mr. Kurt Schneider

Deputy Chief Executive Officer

Contra Costa County Employees' Retirement Association
1355 Willow Way, Suite 221

Concord, CA 94520

Re: Contra Costa County Employees’ Retirement Association
FY14-15 Employer Contribution Rates for PEPRA General Tier S (2% COLA)
Members of In-Home Supportive Services Authority District

Dear Kurt:

Enclosed please find the employer contribution rates for PEPRA General Tier 5 (2% COLA)
members in In-Home Supportive Services Authority (IHSS) District (Cost Group #2) for the
period from July 1, 2014 through June 30, 2015 fiscal year.

We understand that these contribution rates are necessary for IHSS PEPRA members covered
under a MOU recently approved by the Board of Supervisors with the 2% COLA provisions.

The normal cost contribution rate has been developed based on the same methodology used to
previously estimate the costs for the new PEPRA tiers. In particular, we have assumed that the
demographic profile of the new members covered under this tier can be approximated by the data
profiles of active General members as of December 31, 2012 with membership dates on or after
January 1, 2011.

These calculations are based on the December 31, 2012 actuarial valuation results including the
participant data and actuarial assumptions on which that valuation was based. That valuation and
these calculations were completed under the supervision of John Monroe, ASA, MAAA,
Enrolled Actuary. The undersigned is a member of the American Academy of Actuaries and
meets the qualification requirements to render the actuarial opinion contained herein.

Sincerely,
g Y

John Monroe

AW/bgb
Enclosure 5330897v1/05337.002

Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada



EXHIBIT

Employer Contribution Rates for Members with Membership Dates on or after
January 1, 2013 Under Recommended Assumptions for July 1, 2014 through June 30,2015

Enhanced
Cost Group #2
Districts without POB

Normal Cost + UAAL = Total
PEPRA General Tier 5 (2% COLA)
Basic 7.75% 20.67% 28.42%
COL 1.66% 10.79% 12.45%
Total 9.41% 31.46% 40.87%

5330897v1/05337.002 SEGAL CONSULTING
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MEMORANDUM

Date: September 10, 2014
To: CCCERA Board of Retirement
From:  Kurt Schneider, Deputy Retirement Chief Executive Officer

Subject: Request for Proposal (RFP) for CCCERA Website Redesign

In January 2014, staff conveyed to the Board the importance of a new website for CCCERA. At
that time the Board requested more information about the scope of the project and what services
CCCERA would be requesting. The following is a summary of the Statement of Work that will
be included in the RFP.

CCCERA desires a completely overhauled and redesigned site that ultimately will allow
CCCERA staff to easily upload several types of assets including Word documents, PDFs,
images, video, audio, fillable forms and more. The newly designed website must provide ease-
of-use for active and retired CCCERA members, employers, and the public. The new site also
must have a fresh and modern look that has the capability of integrating and sharing social media
campaigns.

The new site must incorporate optimal information architecture (labeling, hovering, etc.) as well
as technical architecture (search engine optimization, etc.). Response speeds should be as fast as
possible and the design should be responsive across all platforms.

CCCERA desires these general and overall improvements for its redesigned website:

e Overall look that incorporates a modern, “flat” design with clean lines and consistent
colors.

» User friendly design — especially for older retirees who may not be as willing to “search”
for needed information.

s Fillable form functionality with future capabilities that would allow possibility of signature
verification that might eventually allow online form submittal and other e-based use.

o Site designer-led training should allow CCCERA staff to easily perform routine content
management and selected staff to perform more complicated tasks. Such training should
be integrated into proposal.

» High-speed upload/download times.

e Cross-platform functionality.

1355 WiilowWay Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org



Request for Proposal (RFP) for CCCERA Website Redesign
Page 2

e Password protected Board member accounts where trustees can access their own meeting
materials and other information.

¢ Analytic and data gathering tools.

¢ Social media integration.

e Fully searchable with links between pages as needed.

e State-of-the-art security and encryption

Staff requests the authorization of the Board to issue an RFP to seek the services of an
experienced web design company to complete the comprehensive redesign and deployment of
CCCERA’s website.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org
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MEMORANDUM

Date: September 10, 2014

To: CCCERA Board of Retirement

From: Vickie C. Kaplan, Retirement Accounting Manager
Subject: Audit Services

Background

CCCERA issued a Request for Proposal (RFP) for Professional Auditing Services in September 2011.
We received four completed RFP responses that were evaluated by the temporarily established Auditor
RFP Ad Hoc Committee. On December 14, 2011, it was the decision of the Committee to recommend
to the full Board that Brown Armstrong CPA’s be selected as the Auditor for CCCERA for the 2011
Financial Audit, and to enter into a three (3) year contract, which was subject to the annual review and
recommendation of the Board of Retirement.

Request
Determine whether the Board would like to renew the Brown Armstrong CPA’s contract for the years
2014-2016 or issue an RFP for audit services for the same period.

Brown Armstrong CPA’s have provided timely and thorough audits of CCCERA’s financial records
for the past three years. Attached is the proposal that CCCERA has received, from Brown Armstrong
CPA’s, to provide audit services for the years ended December 31, 2014, 2015, and 2016, respectively.

The existing contract is $43,000 for each of the 2011-2013 audits. The proposal for basic audit
services for each of the three years is as follows:

2014 Engagement  $45,600
2015 Engagement  $48,300
2016 Engagement  $51,200

Recommendation

Recommend that Brown Armstrong CPA’s be retained as CCCERA’s external auditors for the next
three year period from 2014-2016 and enter into a three (3) year contract, subject to the annual review
and recommendation of the Board of Retirement. At the end of this three year term, an RFP will be
issued for external auditing services.

1355 WillowWay Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org
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Accounting Oversight Board and
MEMBER aof the American Institute of
Certified Public Accauntants

BROWN ARMSTRONG

Certified Public Accountants

July 30, 2014

Mr. Kurt Schneider

Deputy Retirement Chief Executive Officer

Contra Costa County Employees’ Retirement Association
1355 Willow Way, Suite 221

Concord, California 94520

Dear Mr. Schneider:

Brown Armstrong Accountancy Corporation is pleased to propose on providing audit
services to Contra Costa County Employees’ Retirement Association for the years ending
December 31, 2014, 2015, and 2016. As your current auditors, we feel we are uniquely
qualified to continue to provide you with the level of service you expect from your
auditors.

Our existing contract is $43,000.00, which includes $4,000.00 for meals, lodging and
transportation. We propose a not-to-exceed maximum annual price of $45,600, $48,300,
and $51,200 for the years ending December 31, 2014, 2015, and 2016, respectively.

We have enjoyed our past relationship and look forward to continuing to serve you. If
you accept this proposal, please sign the enclosed copy and return it to us in the enclosed

envelope.

Please call me if I can clarify or expand on any item contained in this proposal. We
appreciate the opportunity to provide you with the outstanding service you expect.

Sincerely,

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

By: Rosalva Flores
Principal

RAF:vpe
I:\data\Word\PROPOS AL\2014\Retirements\CCCERA\Proposal Ltr.doc

We agree with this proposal.

By:

Title:

Date:
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Date: September 10, 2014
To: CCCERA Board of Retirement

From: Gail Strohl, Chief Executive Officer
Karen Levy, General Counsel

Subject:  Consider and Take Possible Action to Authorize the Issuance of Requests For
Proposals for (1) labor relations consultant; and (2) labor and employment law legal
counsel

Background

Effective January 1, 2015, CCCERA and its Board of Retirement will become the direct
employer for its entire staff, including represented and unrepresented staff members. CCCERA's
current staff includes 39 represented positions and 14 unrepresented positions. This
independence is a result of the passage of Senate Bill 673, which was co-sponsored by the
County Board of Supervisors and the CCCERA Board of Retirement, as part of a settlement
agreement reached among the parties to resolve a lawsuit arising out of the implementation of
cuts in wages and other benefits imposed by the County on CCCERA staff despite the
Retirement Board's request for status quo. The Bill was supported by labor unions representing
staff currently working at CCCERA. It was approved by the Governor on August 22, 2014.

As a result of the passage of SB 673, CCCERA will be a public agency for purposes of the
Meyers-Milias-Brown Act (MMBA), effective January 1, 2015. The MMBA governs labor
relations for local governmental entities. The CCCERA Retirement Board, as the governing
board of CCCERA, will be required pursuant to the MMBA to meet and confer in good-faith
with representatives of recognized employee organizations regarding items such as wages, hours,
and other terms and conditions of employment.

Given its new status as an employer, the Board will be able to hold confidential discussions with
the Board's designated labor negotiator in closed session regarding the salaries and benefits of its
represented and unrepresented employees. (Brown Act, G.C. § 54957.36.) Such closed session
must be properly included in the meeting agenda. The agenda item must specify the names of
each of the Board's designated representatives meeting with the Board in closed session. (Brown
Act, G.C. § 54954.5.)

It is crucial that CCCERA and its Board of Retirement embark on this new journey towards
independence fully informed and guided by experienced third party consultants in the area of
labor negotiations governed by the MMBA as well as the agency overseeing it, the California

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org



CCCERA Board of Retirement
September 10, 2014
Page 2

Public Employment Relations Board ("PERB"). In addition to MMBA expertise, CCCERA will
need general labor and employment law expertise and guidance for human resource type matters
in order to ensure CCCERA's compliance with federal and state rules and regulations. Finally,
as many other local governmental employers do, the Board should hire a third party labor
negotiator as its designated representative in labor negotiations.

We therefore recommend that the Board consider authorizing the issuance of requests for
proposals for the following services:

(1) Labor relations consultant. This third party consultant will be an experienced third
party labor negotiator on behalf of local government employers. The consultant will
be expected to meet with the Board and negotiate on behalf of the Board; and

(2) Labor and employment attorney. This attorney will be an experienced MMBA and
PERB practitioner. In addition, the attorney will be experienced in providing legal
counsel to the Board and CCCERA regarding general labor and employment law
matters to ensure compliance with federal and state rules and regulations for
employers.

Once responses to the RFPs are received and reviewed, top responders will be presented to the
Board for its final selections.

Recommendation

Consider and take possible action to authorize the issuance of requests for proposals for: (1)
labor relations consultant; and (2) labor and employment law legal counsel.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org
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MEMORANDUM

Date: September 10, 2014

To: Board of Retirement

From: Karen Levy, General Counsel

Subject: Adoption of Policy On Determining "Compensation Earnable"

Under AB 197 For Purposes of Calculating Retirement Benefits For "Legacy"
(Pre-PEPRA) Members

Background

In 2012, the California Legislature enacted and the Governor signed into law Assembly Bill 197,
which changed the way the Board of Retirement must calculate "compensation earnable". The
effective date of AB 197 was January 1, 2013, but that date was postponed until July 12, 2014 by
an order of the Contra Costa County Superior Court in the case titled Contra Costa County
Deputy Sheriffs Association, et al., v. CCCERA, et al., Contra Costa County Superior Court, Case
No. N12-1870. On May 12, 2014, the Contra Costa County Superior Court issued a final
Judgment and Writ interpreting AB 197 and concluding that it was consistent with prior law.

The Judgment and Writ were appealed and the matter is pending with the appellate court.

While there has been no final appellate judicial decision on the matter, CCCERA is now legally
required to apply AB 197 and the Superior Court's final Judgment and Writ as to the calculation
of benefits for all active or deferred employees who first became CCCERA members before
January 1, 2013 and who retire on or after July 12, 2014 ("Legacy Members.")

The CCCERA Policy entitled "Determining Which Pay Items are 'Compensation' for Retirement
Purposes," first adopted in 1997 and later amended, does not reflect the changes required under
AB 197 and the Superior Court's final Judgment and Writ. A new policy is enclosed, for the
Board's consideration. The Policy reflects the implementation of AB 197 and the Superior
Court's ruling. The Policy was prepared by legal counsel (both internal legal counsel as well as
outside fiduciary/litigation counsel) and reviewed by CCCERA CEO and Deputy CEO.

In order to assist the Board in considering this item, we have included the following attachments:
Attachment 1 Policy On Determining "Compensation Earnable" Under AB 197 For

Purposes of Calculating Retirement Benefits For "Legacy" (Pre-PEPRA)
Members

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org
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September 10, 2014
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Attachment 2 Predecessor Policy titled: "Determining Which Pay Items Are
'Compensation' For Retirement Purposes"

Attachment 3 Frequently Asked Questions - AB 197 Lawsuit Update: Calculating Your
Retirement Allowance Under AB 197 (published on the CCCERA website
on June 12, 2014 and revised to reflect Board determinations made
subsequently)

Attachment 4 Policy Regarding Assessment and Determination of Compensation
Enhancements

Attachment 5 County Employees Retirement Law of 1937 (CERL), Government Code
Section 31461, as amended by AB 197

Recommendation

Consider and take possible action to adopt the enclosed Policy On Determining "Compensation
Earnable" Under AB 197 For Purposes of Calculating Retirement Benefits For "Legacy" (Pre-
PEPRA) Members, which will supersede the predecessor Policy titled: "Determining Which Pay
Items Are 'Compensation' For Retirement Purposes," as amended, and the Addendum thereto.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.646.5747 www.cccera.org
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CONTRA COSTA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
BOARD OF RETIREMENT

POLICY ON DETERMINING "COMPENSATION EARNABLE"
UNDER ASSEMBLY BILL 197
FOR PURPOSES OF CALCULATING RETIREMENT BENEFITS
FOR "LEGACY" (PRE-PEPRA) MEMBERS

Adopted: / /2014

L INTRODUCTION

In 1997, the California Supreme Court held that "compensation earnable" used to determine a
retiring member's retirement allowance ordinarily includes all cash payments received for
services performed, with the exception of overtime pay. Ventura Deputy Sheriffs’ Assn. v. Board
of Retirement, 16 Cal.4th 483 (1997). In 2012, the California Legislature enacted and the
Governor signed into law Assembly Bill 197, which changed the way the Board of Retirement
must calculate "compensation earnable". The effective date of AB 197 was January 1, 2013, but
that date was postponed until July 12, 2014 by an order of the Contra Costa County Superior
Court." AB 197 applies to the calculation of benefits for all active or deferred employees who
first became CCCERA members before January 1, 2013 ("Legacy Members.") AB 197 does not
apply to "New Members," generally those who became members of CCCERA for the first time
on or after January 1, 2013. The retirement allowances of "New Members" will be calculated
under the provisions of the California Public Employees' Pension Reform Act of 2013
("PEPRA.")

On May 12, 2014, the Contra Costa County Superior Court issued a final Judgment and Writ
interpreting AB 197 and concluding that it was consistent with prior law. The Court's Statement
of Decision supporting the Judgment concluded that several of CCCERA's prior practices were
not consistent with applicable law — primarily with reference to the inclusion of leave sell-backs
and cash-outs for time not both earned and payable annually during the one- or three-year final
average salary ("FAS") period. Although the litigation is now on appeal, the Judgment and Writ
have not been stayed, and CCCERA is legally bound to apply them to all retirements occurring
on or after July 12, 2014.

AB 197 and the Judgment and Writ changed the way CCCERA is obligated to calculate Legacy
Members' retirement allowances, primarily by requiring CCCERA to exclude certain elements of
compensation that previously were treated as "compensation earnable" if earned or received
during the FAS period. AB 197 provides that these exclusions from "compensation earnable"

are intended to be consistent with and not in conflict with the holdings in Salus v. San Diego
County Employees Retirement Association, 117 Cal.App.4th 734 (2004) and In re Retirement
Cases, 110 Cal.App.4th 426 (2003). (Gov. Code § 31461(c).) These two appellate court
decisions held as follows: (1) Compensation that may only be received at termination and never
during service must be excluded from "compensation earnable"; and (2) Amounts received at the
end of a career that "distort" the notion of "average annual compensation" must also be excluded.

! Contra Costa County Deputy Sheriffs Association, et al., v. CCCERA, et al., Contra Costa
County Superior Court, Case No. N12-1870.



The Legislature intended that the Board's implementation of AB 197 be guided by these two
principles, and the CCCERA Board intends to follow these principles in implementing the
requirements of AB 197.

II. PURPOSE

The purpose of this Policy is to set forth what elements of pay constitute "compensation
earnable" for Legacy Members under AB 197 and the Superior Court's Final Judgment and Writ.

1. POLICY

This Policy identifies what elements of compensation are now considered "compensation
earnable" during the FAS period and sets forth the policies and practices CCCERA intends to
follow in implementing the new law. A list of general pay items that are included in, and
excluded from, "compensation earnable" by CCCERA effective on and after July 12, 2014 is
attached hereto as Attachment A.

Where an item of remuneration is not excluded categorically from "compensation earnable,"
CCCERA's participating employers will need to collect and pay both employer and employee
contributions on such amounts, if and when paid during service.

A. "Compensation Earnable" Is the Average Annual Compensation For the
Period Under Consideration.

Applicable Law: "Compensation earnable" by a member means the average compensation as
determined by the board, for the period under consideration upon the basis of the average
number of days ordinarily worked by persons in the same grade or class of positions during the
period, and at the same rate of pay. The computation for any absence shall be based on the
compensation of the position held by the member at the beginning of the absence.
Compensation, as defined in Section 31460, that has been deferred shall be deemed
"compensation earnable"” when earned, rather than when paid. (Gov. Code Section 31461(a).)

CCCERA Policies and Practices. This provision remains unchanged under AB 197. The section
primarily defines what constitutes an ordinary work week, excluding compensation received for
non-mandatory "overtime." Consistent with the Supreme Court decision in Ventura Deputy
Sheriffs' Assn. v. Board of Retirement, 16 Cal.4th 483 (1997), "compensation earnable"
ordinarily includes all cash payments received for services performed during normal working
hours, and usually does not have to be earned or received by everybody else in the same grade or
class. Thus, "compensation earnable" ordinarily includes regular salary, service and skill based
differentials (e.g. POST, CPA, bilingual pay), holiday pay, allowances (uniform, automobile).
"Compensation earnable" excludes overtime pay.

B. "Compensation Earnable' Excludes Payments For Unused Leave To
The Extent They Exceed What Was Both Earned and Could Have
Been Sold Back For Cash During Service During The FAS Period

Applicable Law: "Compensation earnable” does not include, in any case, the following:
Payments for unused vacation, annual leave, personal leave, sick leave, or compensatory time
off, however denominated, whether paid in a lump sum or otherwise, in an amount that exceeds
that which may be earned and payable in each 12-month period during the final average salary
period, regardless of when reported or paid. (G.C. § 31461(b)(2).)




CCCERA Policies and Practices. Every CCCERA employer has policies and memoranda of
understanding governing its employees' ability to earn vacation, sick, compensatory and other
leave time, and to receive the value of some or all of those accruals in cash in lieu of time off,
but not all such cash payment for unused leave can be included as "compensation earnable".
Cash payment for unused leave will be included only to the extent it does not exceed that which
may be earned and payable in each 12-month period during the final average salary period.

The CCCERA Board has determined that if a Legacy Member has an employment agreement
that allows an annual "sell back" of a certain number of leave hours (e.g., every calendar or fiscal
year), then the payment to be included in the FAS period will be limited to that same number of
hours per year, regardless of whether the member actually cashed out more during the selected
one- or three-year FAS period. Thus, if a member earns 240 hours of vacation leave in a
calendar year and is allowed to sell back 80 hours of unused leave each calendar year, the
amount that can be counted as "earned and payable" during the FAS period will be 80 hours,
even if the member chose a FAS period that "straddles" two calendar years and sells back 80
hours twice during that period. This avoids the distortion that could arise between comparable
members solely due to the selection of the twelve (or thirty-six) month FAS period, and yields a
true "average annual" compensation earnable.

In general, it does not matter whether the member actually received the cash in lieu of time while
still employed or at termination. If it was both earned and payable during the FAS period and
does not exceed the employment agreement annual sell back limits, it will be "compensation
earnable," regardless of when actually paid.

CCCERA will not need to trace the origin of each hour of leave earned, accrued and/or sold
during a member's career. CCCERA will look to the applicable employment agreement to
determine how much a member may earn and receive in cash in each time period (e.g., each
calendar year or fiscal year) during the FAS period to determine how much is to be included in
"compensation earnable."

(1) Exception: "Estoppel Class" Members Are Entitled to
Include Additional Leave Cash Out Amounts Beyond
What AB 197 Allows.

Applicable Law. The Judgment and Writ recognize that some Legacy Members of CCCERA
may be entitled to include additional leave cash-out amounts in their "compensation earnable"
beyond the amounts allowed by AB 197. The requirements are:

» Before Dec. 31, 2012, the member's employer allowed, during employment, a cash out of
unused leave time in amounts in excess of the amount of leave time earned in the selected
FAS period.

» On Dec. 31, 2012, the member had accrued ("banked") such excess leave time.

» At retirement, the member still has some or all of that banked leave time at
commencement of his or her FAS period.

» The member cashes out some or all of that bank during service in the FAS period (not
upon termination).

If all the foregoing requirements are met, CCCERA also will include in the Legacy Member's
"compensation earnable" for the FAS period the lesser of (a) the accrued bank or (b) the amount
of the bank actually cashed out during the FAS period.
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The CCCERA Board has determined that the bank can be preserved entirely if the member never
uses or sells back more than what the member earns and can sell after December 31, 2012. For
example, assume that the member had a bank of 320 hours on December 31, 2012, and prior to
the beginning of the final compensation period the member only uses or sells back hours that the
member earned after December 31, 2012. If the employer allows the member to sell back 320
hours during the final compensation period, it will all count towards the retirement allowance.

C. "Compensation Earnable' Excludes Termination Pay.

Applicable Law: "Compensation earnable” does not include, in any case, the following:
Payments made at the termination of employment, except those payments that do not exceed
what is earned and payable in each 12-month period during the final average salary period,
regardless of when reported or paid. (G.C. § 31461(b)(4).)

CCCERA Policies and Practices. AB 197 made clear, based on case law precedent, that
payments that are not both earned and payable to the member during service, but only received
because of termination of employment, may not be included in the calculation of the retirement
allowance. For example, severance pay and termination pay are generally excluded from
"compensation earnable." It is recognized, however, that some pay for unused leave that could
have been received during service may not be received until termination, solely due to the
member's choice not to take it during service. Taking the money in a "lump sum" at termination
does not necessarily disqualify it from inclusion in "compensation earnable." So long as the total
of leave cashouts received during the FAS period and at termination does not exceed the amount
that was both earned and could have been paid in cash during the FAS period, it will be included
in calculating the retirement allowance. Amounts in excess of that amount will be excluded from
"compensation earnable."

D. ""Compensation Earnable' Excludes Payments For Additional
Services Rendered Outside of Normal Working Hours.

Applicable Law: "Compensation earnable" does not include, in any case, the following:
Payments for additional services rendered outside of normal working hours, whether paid in a
lump sum or otherwise. (G.C. § 31461(b)(3).)

CCCERA Policies and Practices. Pay received for "overtime" is not included in "compensation
earnable." To be included, the time for which compensation is received (1) must be the normal
working hours set forth in the applicable employment agreement, (2) must be required by the
employer to be worked by the employee (as distinguished from voluntarily worked), and (3)
must be ordinarily worked by all others in the same grade or classification at the same rate of pay
during the FAS period. Pay that will be reviewed under these conditions is often described as
"standby" and "on-call." Employers must report to CCCERA as pensionable only that pay for
work that is required of and ordinarily served by everyone in the same grade or classification, at
the same rate of pay.




E. "Compensation Earnable" Excludes Compensation Determined By
the Board To Have Been Paid To Enhance A Member's Retirement
Benefits.

Applicable Law: "Compensation earnable" does not include, in any case, the following:

Any compensation determined by the board to have been paid to enhance a member's
retirement benefit under that system. That compensation may include:

(A) Compensation that had previously been provided in kind to the member by the
employer or paid directly by the employer to a third party other than the retirement
system for the benefit of the member, and which was converted to and received by the
member in the form of a cash payment in the final average salary period.

(B) Any one-time or ad hoc payment made to a member, but not to all similarly situated
members in the member's grade or class.

(C) Any payment that is made solely due to the termination of the member's employment,
but is received by the member while employed, except those payments that do not exceed
what is earned and payable in each 12-month period during the final average salary
period regardless of when reported or paid.

(G.C. § 31461(b)(1).)

CCCERA Policies and Practices. AB 197 gives the Board authority to review employer pay
practices generally, and compensation received individually, to determine if any element of
compensation being considered as "compensation earnable" during the FAS period was paid to
"enhance" the member's retirement benefit. Examples would include converting from the use of
an automobile for many years during service to the sudden receipt of an auto allowance in the
year before retirement; converting from employer payments to third-party insurance providers
during a member's career to making direct cash payments to the member instead, and having the
member separately purchase insurance coverage with the cash; a bonus received at the end of
career solely for announcing one's retirement; retroactive grants of cashable leave time; pay
received for voluntary after-hours "on-call" service substantially exceeding the member's
practice during his or her career; "termination pay" that could not have been received during
service; departmental transfers to higher paying positions in a member's final year after it is
known the member is retiring; and similar examples of activities that appear to distort the
"average annual" compensation earnable the member would have received had he or she not
been nearing retirement.

Before the Board makes a determination under this provision, it will afford the member
appropriate due process, including an opportunity to appear before the Board and present
evidence to support the inclusion of the pay item in calculating the member's retirement
allowance, as set forth in the Policy Regarding Assessment and Determination of Compensation
Enhancements.

IV.  IMPLEMENTATION BY CCCERA

The Retirement Chief Executive Officer, with assistance from legal counsel, is responsible for
implementing the Board's determination related to "compensation earnable." The CEO is
authorized to examine new pay codes and determine their pensionablility as follows: If new pay
codes are substantially similar to ones addressed in this Policy, the CEO is authorized to notify
the employer of the pay item's pensionability without taking the item to the Board. If new pay
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codes are unusual or unique, the CEO will present the pay code to the Board for the Board's
determination on pensionability. In all cases, the CEO will keep the Board informed regarding
significant ongoing issues and challenges, as appropriate.

This Policy was adopted by the Board of Retirement on ,2014 and
supersedes the predecessor '"Determining Which Pay Items are 'Compensation' for
Retirement Purposes,' as amended, and the Addendum thereto.
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CONTRA COSTA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
BOARD OF RETIREMENT

CHART OF GENERAL PAY ITEMS THAT ARE INCLUDED IN AND EXCLUDED
FROM "COMPENSATION EARNABLE" EFFECTIVE JULY 12,2014 UNDER
ASSEMBLY BILL 197 AND THE SUPERIOR COURT'S JUDGMENET AND WRIT
FOR "LEGACY" (PRE-PEPRA) MEMBERS

The following list applies to the calculation of benefits for all active or deferred employees who
first became CCCERA members before January 1, 2013 ("Legacy Members.") New members
after that date will have their retirement allowances calculated under the provisions of the
California Public Employees' Pension Reform Act of 2013 ("PEPRA.")

"Compensation earnable" ordinarily includes:
e Regular base salary
e FLSA premium pay for regularly scheduled work assignment (fire and law
enforcement)
e Longevity pay
e (Cash payments for special skills and qualifications and unique services, such as:
» Dbilingual pay
» shift differential
» special assignment differential
» holiday pay
¢ Educational incentive pay (e.g. POST, CPA)
e In-service leave cash outs (earned and payable each year, regardless of when actually
paid)
o Allowances (e.g. uniform, automobile)
e Standby or on-call pay (for work during normal working hours, required by the
employer and not voluntary, and ordinarily worked by all others in the same grade or
classification at the same rate of pay during the FAS period)

"Compensation earnable" ordinarily excludes:

e Overtime pay

e Expense reimbursements

e The monetary value of advantages received in kind, such as:
» uniforms
» employer payments to third-party insurers
> lodging
» transportation
» the use of an automobile.

e Employer contributions to deferred compensation plans

e Lump sum at termination for accrued unused leave that could not be cashed out

annually during service
e Severance pay
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CONTRA COSTA COUNTY EMPLOYEE’S RETIREMENT ASSOCIATION

DETERMINING WHICH PAY ITEMS ARE “COMPENSATION”
FOR RETIREMENT PURPOSES

Adopted: 12/05/97
Amended: 01/13/98
Amended: 03/10/10
Amended: 12/12/12

PURPOSE:

The California Supreme Court decision in Ventura County Deputy Sheriff’s Association
v. Board of Retirement, 16 Cal.4"™ 483 (1997) changed a previously accepted construction
of the statutory framework governing the compensation includible in the calculation of
pensions under the 1937 Retirement Act.

In keeping with this ruling, the Retirement Board has re-examined the criteria it
previously used to determine which pay items are compensation includible under
Government Code Section 31460. The Board recognizes that any change in policy must
not jeopardize the actuarial soundness of the retirement system.

Effective October 1, 1997, the following general principles will be applied in determining
which pay items are subject to retirement contributions and included in pension
calculations.

POLICY:

1. Compensation includes all payments for services performed.
All cash payments given as remuneration either for services rendered or for
special skills or qualifications (ie. merit pay, longevity pay, standby pay, bilingual

pay, holiday pay, educational incentive pay, etc.) are included in compensation.

2. Compensation does not include “the monetary value of other advantages
furnished to a member,” but does include cash payments in lieu of such other
advantages.

In-kind benefits and reimbursements for job-related expenses are excluded.
With regard to cash payments in lieu of such advantages, the Board will evaluate

how closely the pay item in question resembles, or functions as an effective
substitute for salary.



Cash payments for items of “advantage” that the employee would otherwise
purchase with salary are included.

3. “Overtime” compensation is not included in compensation earnable if it is in
excess of what is considered normal working hours.

If the time worked is ordinarily expected to be worked, then it is included
regardless of its formal characterization as overtime for pay purposes.

The fact that payments are made in a lump-sum will not prevent their inclusion
within compensation earnable if they are accrued for time regularly worked, and
simply withheld to a later date within the same year.

4. Remuneration paid in cash for time earned is considered “final
compensation” and is limited by the following:

a. Annual “cash-out”
The value of accrued time, such as vacation, holiday or sick leave, that is
sold back to the employer by the employee each year under a “cash-out”
agreement, is includible in compensation earnable.

b. Lump sum at termination
Only the portion of accrued time (such as vacation, holiday or sick leave)
that is paid in the form of a lump sum at termination, and that represents
time earned during the final compensation period is includible in
compensation.

5. Members affected

This Policy shall be effective as to the calculation of retirement allowances for those
members of CCCERA whose original date of membership in the retirement system is on
or before December 31, 2010.



CONTRA COSTA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

ADDENDUM TO POLICY FOR DETERMINING WHICH PAY ITEMS ARE
"COMPENSATION" FOR RETIREMENT PURPOSES

PURPOSE:

This Addendum to the Policy for Determining Which Pay Items are "Compensation" for
Retirement Purposes, adopted December 5, 1997, and amended January 13, 1998
("Policy"), reflects the Retirement Board's re-examination of the Policy since its adoption
and the Retirement Board's decision to revise certain aspects of the Policy with respect to
persons who become members of the retirement system on and after January 1, 2011.
This Addendum is made as of March 10, 2010 and shall be referenced in communications
to affected members regarding the Policy following its adoption.

POLICY:

Notwithstanding anything to the contrary in the Policy, the following policies and
procedures shall be effective as to the determination of "compensation," "compensation
earnable" and "final compensation," as defined in the County Employees Retirement Law
of 1937, Government Code sections 31450, et seq.

1. Remuneration paid in cash for time earned is considered "final compensation"
and is limited by the following:

a. Annual "cash out"
The value of accrued time, such as vacation, holiday, sick or administrative leave,
that is both earned and sold back to the employer by the employee during the final
compensation period under a "cash-out" agreement, is includable in compensation
earnable.

b. Lump sum at termination
Only the portion of accrued time (such as vacation, holiday, sick or administrative
leave) that is paid in the form of a lump sum at termination, and that represents
time both earned and cashable during the final compensation period, is includable
in compensation earnable.

2. Additional examples of amounts that are not included in '"compensation
earnable"

a. For each year of the final compensation period, leave amounts sold back during
any twelve-month period that were accrued over two or more fiscal or calendar
years, and that exceed the amount that was both earned and cashable during
service in that twelve- month period.



b. Incentives, bonuses and other payments to the extent they may not be received in
cash during service, but only upon termination or retirement.

c. Conversion of in-kind benefits and other advantages to cash during the final
compensation period.

3. Members affected
This Addendum shall be effective as to the calculation of retirement allowances for those

members of CCCERA whose original date of membership in the retirement system is on
or after January 1, 2011 and before January 1, 2013.



CONTRA COSTA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

SECOND ADDENDUM TO POLICY FOR DETERMINING WHICH PAY ITEMS
ARE "COMPENSATION" FOR RETIREMENT PURPOSES

PURPOSE:

The Policy for Determining Which Pay Items are "Compensation" for Retirement
Purposes was adopted on December 5, 1997 and amended January 13, 1998 and March
10, 2010 ("Policy"). This Second Addendum is made as of December 12, 2012 and shall
be referenced in communications to affected members regarding the Policy following its
adoption. The purpose of this Second Addendum is to implement provisions of the
California Public Employees’ Pension Reform Act of 2013 (“PEPRA”) relating to
member compensation included in pensionable compensation. (California Government
Code Article 4; § 7522.34.)

LEGAL AUTHORITY:

Pursuant to PEPRA, “pensionable compensation™ is used to calculate members’
retirement allowances.

Government Code Section 7522.34(a) defines “pensionable compensation” as:

“Pensionable compensation” of a new member of any public retirement system
means the normal monthly rate of pay or base pay of the member paid in cash to
similarly situated members of the same group or class of employment for services
rendered on a full-time basis during normal working hours, pursuant to publicly
available pay schedules.

Government Code Section 7522.34(b) provides:

Compensation that has been deferred shall be deemed pensionable compensation
when earned rather than when paid.

Government Code Section 7522.34(c) excludes from “pensionable compensation” the
following:

(1) Any compensation determined by the board to have been paid to increase a
member’s retirement benefit under that system.

(2) Compensation that had previously been provided in kind to the member by the
employer or paid directly by the employer to a third party other than the
retirement system for the benefit of the member and which was converted to and
received by the member in the form of a cash payment.

(3) Any one-time or ad hoc payments made to a member.



4)

)

(6)
(M
®)
)

Severance or any other payment that is granted or awarded to a member in
connection with or in anticipation of a separation from employment, but is
received by the member while employed.

Payments for unused vacation, annual leave, personal leave, sick leave, or
compensatory time off, however denominated, whether paid in a lump sum or
otherwise, regardless of when reported or paid.

Payments for additional services rendered outside of normal working hours,
whether paid in a lump sum or otherwise.

Any employer-provided allowance, reimbursement, or payment, including, but
not limited to, one made for housing, vehicle, or uniforms.

Compensation for overtime work, other than as defined in Section 207(k) of
Title 29 of the United States Code.

Employer contributions to deferred compensation or defined contribution plans.

(10) Any bonus paid in addition to the compensation described in subdivision (a).
(11) Any other form of compensation a public retirement board determines is

inconsistent with the requirements of subdivision (a).

(12) Any other form of compensation a public retirement board determines should

not be pensionable compensation.

POLICY:

Notwithstanding anything to the contrary in the Policy, the following policies and
procedures shall be effective as to the determination of "pensionable compensation" as
defined in the PEPRA, Government Code section 7522.34.

1.

“Pensionable compensation” is limited as defined in Government Code
Section 7522.34 to “the normal monthly rate of pay or base pay of the
member paid in cash to similarly situated members of the same group or
class of employment for services rendered on a full-time basis during normal
working hours, pursuant to publicly available pay schedules.”

The following are examples of amounts that are nof included in “pensionable
compensation”:

(a) Payments during service and termination payments for unused vacation,
annual leave, personal leave, sick leave or compensatory time off,
regardless of when reported or paid.

(b) Allowance, reimbursement, or payment such as housing allowance,
automobile allowance, or uniform allowance.

(c) Payments for services rendered outside of normal working hours,
including standby pay, on-call pay and call-back pay. Payments for
overtime are also not included in “pensionable compensation.”

(d) Conversion of in-kind benefits and other advantages to cash during the
final compensation period. Examples: conversion of the use of an
automobile to an automobile allowance during the final compensation
period.



(e) One-time or ad hoc payments made to a member.

(f) Bonus payments.

(g) Severance pay, retirement incentive pay, separation bonus, or other form
of payment provided to a member in connection to the extent they may
not be received in cash during service, but only upon termination or
retirement.

3. Each of the CCCERA participating employers shall provide to CCCERA its
publicly available pay schedules for all of its employees. CCCERA staff will
determine pensionable compensation based on each employer’s publicly
available pay schedules.

MEMBERS AFFECTED

This Second Addendum shall be effective as to the calculation of retirement allowances
for those members of CCCERA who are “new members” of the retirement system (as
defined in the PEPRA, Government Code section 7522.04(f), on or after January 1, 2013.
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AB 197 Lawsuit Update: Calculating Your Retirement Allowance Under AB 197

FREQUENTLY ASKED QUESTIONS

Published June 12, 2014
Revised June 27, 2014, July 9, 2014

On September 12, 2012, the Governor signed into law Assembly Bill 197, with an
effective date of January 1, 2013. The measure changed how county retirement boards
were permitted to calculate their current members’ retirement allowances. In November
2012, members and their representative bargaining units filed a lawsuit challenging the
validity of the new law. By operation of a court-imposed Stay Order, CCCERA was
prohibited from implementing the new law during the course of the litigation. On May
12, 2014, the Contra Costa County Superior Court entered a Judgment in the litigation
and a Writ directing CCCERA to proceed to comply with AB 197, except in one instance
(described below). The matter was appealed, and final resolution in the courts could
take several years. CCCERA cannot predict the ultimate outcome of this matter in the
courts.

The Judgment and Writ issued by the Superior Court do not affect members whose
effective date of retirement is on or before July 11, 2014. CCCERA is currently ordered
to comply with the new law starting with retirements effective on and after July 12, 2014.

A request for an additional stay was denied by the Court of Appeals on June 30, 2014.

This Update is designed to assist our members in understanding the requirements of
AB 197 and how the new law may change the calculation of your retirement allowance
from the methods CCCERA used in the past. Of course, we can only provide general
guidance through a single website posting — your particular situation may differ. The
best information on your own situation will be provided by CCCERA staff, who are ready
to assist you with specific questions affecting your own retirement decisions.



GENERAL OVERVIEW OF AB 197

As a CCCERA member, your retirement is calculated in part based on the
compensation you received during your Final Average Salary (FAS) period. AB 197
changes the compensation that may be counted towards calculating your retirement
allowance. Three important changes were made to the way CCCERA had been
calculating retirement allowances in the past:

General Rule #1. CCCERA may no longer count a year’s worth of leave paid at
termination plus payments for leave sold back to your employer in your FAS period.
Going forward, if your employer only allows accrued leave cash outs at termination (i.e.,
no leave sell backs are allowed during employment), you will not be entitled to have
these amounts in your pension calculations. If your employer allows you to sell back
leave time during your employment, CCCERA will only be allowed to count the lesser of
(a) the amount of leave earned in one year and (b) the amount of that earned leave that
you are permitted to sell back during your final compensation period. In other words, to
be counted towards your retirement allowance, the value of the leave time must be both
earned by you and payable to you in cash during service.

General Rule #2. CCCERA may no longer count all compensation paid for “on-call” or
“standby” time received in your FAS period towards your retirement calculation.
CCCERA will not be permitted to count any compensation received for time worked
outside normal working hours. This means that if the time is not regularly scheduled
and required by your employer to be worked by you and every other employee in your
same grade and classification, at the same rate of pay, during your FAS period,
CCCERA must not count it towards your retirement calculation.

General Rule #3. The CCCERA Board must now consider whether any other items of
compensation were paid to enhance a member’s retirement allowance. If the Board
finds this to be true, it may exclude the items from the retirement calculation. Examples
of such excluded items are one-time or “ad hoc” payments, payments made solely du<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>