ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
BOARD OF RETIREMENT
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CALIFORNIA

REGULAR MEETING
Monday, May 20, 2019
9:00 a.m.

AGENDA

The Orange County Board of Retirement welcomes you to this meeting. This agenda contains a brief
general description of each item to be considered. The Board of Retirement may take action on any item
included in the following agenda; however, except as otherwise provided by law, no action shall be taken
on any item not appearing on the agenda. The Board of Retirement may consider matters included on
the agenda in any order, and not necessarily in the order listed.

PLEDGE OF ALLEGIANCE

PUBLIC COMMENTS
At this time, members of the public may comment on (1) matters not included on the agenda,
provided that the matter is within the subject matter jurisdiction of the Board; and (2) any matter

appearing on the Consent Agenda.

When addressing the Board, please state your name for the record prior to providing your comments.
Speakers will be limited to three (3) minutes.

In addition, public comment on matters listed on this agenda will be taken at the time the item is
addressed. Persons wishing to address items on the agenda should provide written notice to the
Secretary of the Board prior to the Board’s discussion on the item by signing in on the Public
Comment Sign-In Sheet located at the back of the room.

CONSENT AGENDA

All matters on the Consent Agenda are to be approved by one action unless a Board Member requests
separate action on a specific item.

BENEFITS

C-1 OPTION 4 RETIREMENT ELECTION

Recommendation: Grant election of retirement benefit payment, Option 4, based on Segal
Consulting’s actuarial report.

(1) John Golden

(2) Mark Esquer
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C-2

(3) Stephen Hatch
(4) Karl Dieckman
(5) Richard Edmond

ADMINISTRATION

BOARD MEETING MINUTES

Regular Board Meeting Minutes April 15, 2019

Recommendation: Approve minutes.

ACTION ITEMS

NOTE: Public comment on matters listed in this agenda will be taken at the time the item is addressed,
prior to the Board’s discussion of the item. Persons wishing to address items on the agenda should provide
written notice to the Secretary of the Board prior to the Board’s discussion on the item by signing in on the
Public Comment Sign-In Sheet located at the back of the room.

A-1 INDIVIDUAL ACTION ON ANY ITEM TRAILED FROM THE CONSENT AGENDA

A-2 REQUEST FROM CITY OF SAN JUAN CAPISTRANO REGARDING RATE GROUP POOLING
Presentation by Steve Delaney, Chief Executive Officer, OCERS, Paul Angelo, Senior Vice President,
Actuary, Segal Consulting
Recommendation: That the Board determine (1) whether the City of San Juan Capistrano’s (City)
proposed transfer of the City’s Water Department would be considered a triggering event under
the Declining Employer Payroll Policy (Policy); and (2) whether application of the Policy to the City
should be modified to reflect the City’s unique or exigent circumstances.

INFORMATION ITEMS

-1 MEMBER MATERIALS DISTRIBUTED
Written Report
Application Notices May 20, 2019
Death Notices May 20, 2019

1-2 COMMITTEE MEETING MINUTES
None

1-3 CEO FUTURE AGENDAS AND 2019 OCERS BOARD WORK PLAN

Written Report
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1-4 QUIET PERIOD — NON-INVESTMENT CONTRACTS
Written Report

I-5 LEGISLATIVE UPDATE
Written Report

1-6 BOARD COMMUNICATIONS
Written Report

-7 FIRST QUARTER 2019 BUDGET TO ACTUALS REPORT
Written Report

1-8 FIRST QUARTER UNAUDITED FINANCIAL STATEMENTS FOR THREE MONTHS ENDED MARCH 31,
2019
Written Report

1-9 TRAVEL REPORT — PROFESSIONAL VISIT TO LACERA
Written Report

1-10 TRAVEL REPORT — CALIFORNIA RETIRED COUNTY EMPLOYEES ASSOCIATION (CRCEA)
Written Report

1-11 MEKETA PERFORMANCE SURVEY RESULTS
Written Report

1-12 PRELIMINARY DECEMBER 31, 2018 ACTUARIAL VALUATION
Presentation by Paul Angelo, Senior Vice President, Actuary, Segal Consulting

1-13 PUBLIC IDENTIFICATION OF REAL PROPERTY SUBJECT TO NEGOTIATIONS AND PERSONS WITH
WHOM OCERS NEGOTIATOR MAY NEGOTIATE
Presentation by Brenda Shott, Asst. Chief Executive Officer, Internal Operations, OCERS

DISABILITY/MEMBER BENEFITS AGENDA
11:00 AM

NOTE: WHEN CONSIDERING DISABILITY RETIREMENT APPLICATIONS OR MEMBER APPEALS OF BENEFIT
OR DISABILITY RETIREMENT DETERMINATIONS, THE BOARD MAY ADJOURN TO CLOSED SESSION TO
DISCUSS MATTERS RELATING TO THE MEMBER'’S APPLICATION OR APPEAL, PURSUANT TO
GOVERNMENT CODE SECTIONS 54957 OR 54956.9. IF THE MATTER IS A DISABILITY APPLICATION
UNDER SECTION 54957, THE MEMBER MAY REQUEST THAT THE DISCUSSION BE IN PUBLIC.

OPEN SESSION

CONSENT AGENDA

All matters on the Consent Agenda are to be approved by one action unless a Board member requires
separate action on a specific item. If separate action is requested, the item will be discussed during
agenda item DA-1.
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DC-1:

Jesse Oller

Deputy Sheriff I, Orange County Sheriff’s Department

Recommendation: The Disability Committee recommends that the Board deny service and non-
service connected disability retirement due to insufficient evidence of permanent incapacity.
(Safety Member)

Deputy Public Guardian Il, Health Care Agency

Recommendation: The Disability Committee recommends that the Board deny service connected
disability retirement due to insufficient evidence of permanent incapacity. (General Member)

Senior Social Worker, Social Services Agency

Recommendation: The Disability Committee recommends that the Board deny service connected
disability retirement due to insufficient evidence of job causation. (General Member)

Coach Operator, Orange County Transportation Authority

Recommendation: The Disability Committee recommends that the Board grant non-service

connected disability retirement with an effective date of June 27, 2018. (General Member)

Coach Operator, Orange County Transportation Authority

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of October 4, 2015. (General Member)

Fire Captain, Orange County Fire Authority

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of November 24, 2017. (Safety Member)

Paralegal, Orange County Public Defender

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of February 3, 2017. (General Member)

DC-2: Kelly Rehnberg

DC-3: Darrin Wheaton
DC-4: Vanessa Callins
DC-5: Alberto Gomez

DC-6: Arthur Lopez-Hidalgo
DC-7: Tracy Hohne

DC-8: Richard Regambal
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Coach Operator, Orange County Transportation Authority

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of March 30, 2018. (General Member)

DC-9: JeanVYu
Administrative Manager Ill, Orange County Information Technology

Recommendation: The Disability Committee recommends that the Board grant non-service
connected disability retirement with an effective date of August 5, 2016. (General Member)

CLOSED SESSION
(Government Code sections 54957 and 54956.9)

The Board will adjourn to Closed Session pursuant to Government Code sections 54957 or 54956.9 to
discuss matters relating to member applications or appeals. The member may request that the discussion
relating to his or her application or appeal take place in Open Session.

ACTION ITEMS

DA-1: INDIVIDUAL ACTION ON ANY ITEM TRAILED FROM THE CONSENT AGENDA

DISABILITY/MEMBER BENEFITS AGENDA

DA-2: DISABILITY APPEAL — MELISSA T. RAMIREZ
Eligibility Supervisor, Orange County Social Services Agency

Recommendation: Staff recommends that the Board approve and adopt the findings and
recommendations of the Referee as set forth in the Summary of Evidence, Findings of Fact,
Conclusions of Law, and Recommendations dated March 11, 2019 (Recommendations), and grant
service connected disability retirement with an effective date of October 4, 2012.

CLOSED SESSION ITEMS

E-1 CONFERENCE WITH REAL PROPERTY NEGOTIATORS
(GOVERNMENT CODE SECTION 54956.8)
Adjourn to closed session pursuant to Government Code Section 54956.8
Property: 2223 E. Wellington Avenue, Santa Ana, California
Agency Negotiator: Brenda Shott, OCERS Asst. Chief Executive Officer, Internal Operations
Negotiating Parties: Legacy Partners Residential LLC
Under Negotiation: Price and terms of payment

Recommendation: Take appropriate action.
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E-2 CONFERENCE REGARDING LITIGATION THAT HAS BEEN INITIATED

(Government Code section 54956.9(d)(1).)
Jeffrey Gross v. OCERS; County of Orange; et al., CA Superior Court, County of Orange (Case No.

30-2017-00944959)
Adjourn to closed session pursuant to Government Code section 54956.9(d)(1).

Recommendation: Take appropriate action.

kkkkkkkkkkkkkhkkik

BOARD MEMBER COMMENTS

CHIEF EXECUTIVE OFFICER/STAFF COMMENTS

COUNSEL COMMENTS

*kkkkkkkkkkkkhkkik

ADJOURNMENT: (IN MEMORY OF THE ACTIVE MEMBERS, RETIRED MEMBERS, AND SURVIVING
SPOUSES WHO PASSED AWAY THIS PAST MONTH)

NOTICE OF NEXT MEETINGS

PERSONNEL COMMITTEE MEETING
May 20, 2019
1:00 P.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

GOVERNANCE COMMITTEE MEETING
May 21, 2019
9:00 A.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701
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INVESTMENT COMMITTEE MEETING
May 29, 2019
9:00 A.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

DISABILITY COMMITTEE MEETING
June 4, 2019
10:00 A.M.
ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

AUDIT COMMITTEE MEETING
June 6, 2019
1:00 P.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

REGULAR BOARD MEETING
June 17, 2019
9:00 A.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

Page 7

All supporting documentation is available for public review in the retirement office during regular business
hours, 8:00 a.m. — 5:00 p.m., Monday through Thursday and 8:00 a.m. —4:30 p.m. on Friday.

It is OCERS' intention to comply with the Americans with Disabilities Act ("ADA") in all respects. If, as an
attendee or participant at this meeting, you will need any special assistance beyond that normally provided,
OCERS will attempt to accommodate your needs in a reasonable manner. Please contact OCERS via email
at adminsupport@ocers.org or call 714-558-6200 as soon as possible prior to the meeting to tell us about
your needs and to determine if accommodation is feasible. We would appreciate at least 48 hours’ notice,

if possible. Please also advise us if you plan to attend meetings on a regular basis.
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Memorandum

DATE: May 20, 2019
TO: Members of the Board of Retirement
FROM: Adina Bercaru, Member Services Manager

SUBJECT: OPTION 4 RETIREMENT ELECTION — JOHN GOLDEN

Written Report

Recommendation

Grant election of retirement benefit payment, Option 4, based on Segal Consulting’s actuarial report.
Background/Discussion

This member has requested Option 4 as the benefit payment option for his service retirement allowance effective
March 15, 2019. The Orange County Employees Retirement System (OCERS) was joined in the member’s
dissolution of marriage and under the terms of the Domestic Relations Order (DRO), the member’s ex-spouse was
awarded a lifetime continuance as a percentage of the member’s allowance. The member added his current
spouse as a beneficiary under Option 4.

The approval of Option 4 will not increase OCERS liability because the cost of this Option 4 benefit is proportional
to the cost of the other benefit plans. Segal Consulting has calculated the member’s monthly allowance as
indicated in the attached letter as well as the allowance payable to the member’s ex-spouse.

Submitted by:

A. B.— APPROVED
Adina Bercaru
Member Services Manager

C-1 Option 4 Retirement Election —John Golden 1of1
Regular Board Meeting 5-20-2019
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7% Segal Consulting

180 Howard Street Suite 1100 San Francisco CA 54105-6147
T 415 283 8200 wwaw 86931C0 Com

PERSONAL and CONFIDENTIAL

VIA EMAIL. and USPS

April 15,2019

Ms. Adina Bercaru

Member Scrvices Manager

Orange County Employces Retirement System
2223 Wellington Avenue

Santa Ana, CA 92701-3101

Re: Orange County Employees Retirement System
Option 4 Calculation for John Golden

Dcar Adina:

ayeung@segalco cam

RECEIVED
16 201

Orange County Employees
Retirement System

Pursuant to your request, we have determined the Option 4 benefits payable (o John Golden, his
ex-spouse and his current spouse based on the unmodified benefit and other information

provided in the System’s request dated April 8, 2019.

I'he monthly bencfits payable to the member and the ex-spouse and the data we used for our

calculations are as follows:
Member’s Date of Birth
Ex-Spouse’s Date of Birth
Datc of Retirement
Plan of Membership
Monthly Unmodified Benclit
Ix-Spouse’s Share of Monthly Unmoditied Benefit
Retirement Type
Current Spouse’s Date of Birth

Continuance Payable to Current Spouse

March 15,2019
General Plan )
$15.751.72
40.18%

Service Retirement

100%

Benefits, Compensation and HR Gonsulting. Member of The Segal Group. Offices throughout the United States and Canada
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Ms Adina Bercaru
April 15, 2019
Page 2

We have determined the Option 4 benefits using a two-part process. In Part One, we first
calculated the adjustment to the member’s unmodified bencefit to provid a 40.18% continuance
to the ex-spouse.

Part On
The ex-spouse bears the cost of Option 4 Payable while the Payable After the
reduction for the DRO benefit Member is Alive Member’s Death
Monthly benefit payable to member
Annuily $3,066.47
Pension
Total $9,422 .68 $0

Monthly benefit payable to ex-spouse (or to the
estate of the ex-spouse if the ex-spouse pre-
deceases the member) $5,209.26* $5,209.26

* This is equal to 40 18% of the member's unmodified benefit (i, 40 18% * §15.751 72 or $6,329.04) adjusted
Sfurther 1o provide a benefit payable over the ex-spouse s lifetime

In Part Two, we further adjusted the member’s benefit in Part One so that a continuance
benefits of 100% can be paid (o the current spouse. In addition, the cost Lo provide those

continuance benefits would be paid for entirely by the member.

Part Two 100% Continuance to

Payable while the Payable After the

Member is Alive Member’s Dcath
Monthly benefit payable to member
Annuity $2,538.49
Pension
Total $7.800.30 $0
Monthly benefit payable to current spouse $0 $7.800.30

Monthly benefit payable to ex-spouse (or to the
estate of the ex-spouse il the ex-spouse pre-
deceases the member) $5,209.26* $5.209.26

*  This is equal (o 40.18% of the member s unmodified benefit (i e., 40 18% * $15.751 72 or $6,329 04) adjusted
Jurther (o provide u benefit payable over the ex-spouse’'s lifetime

53577863v 1/05794 (1
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Ms. Adina Bercaru
April 15, 2019
Page 3

ACTUARIAL ASSUMPTIONS

Effective interest rate of 4.126214% per year, which is calculated using an investment return
assumption of 7.25% per year together with a cost-of-living adjustment assumption of 3.00%
per year. '

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 40%
male and 60% female for members.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 60%
male and 40% female for beneficiaries.

The actuarial calculations contained in this letter were performed under my supervision. I meet
the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinions herein.

Please let us know if you have any comments or questions. As in all matters pertaining to the
interpretation and application of the law, Plan, or individual Option 4 Calculation provisions,
you should be guided by the advice of the Plan’s Legal Counsel.

Sincerely,

Andy Yeung

AW/bgb

5577863v1/05794 001
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ORANGE COUNTY
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CAMPUS (LLOSED T
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OCERS Retirement Benefit Payment Option Election

Please verify the information below, check the box, then sign and date.

E( l, John W. Golden, acknowledge that | have elected Option 4 as required
under the terms of my Domestic Relations Order (DRO), in order to provide a
lifetime benefit to Diane Golden, my former spouse

B/ | also elect to take a benefit reduction under Option 4 in order to provide
a future 100% continuance to Sandra Weagraff.

D/ | understand that my retirement option is irevocable and | will not be able
to change my beneficiary election in future for continuance benefit purposes.

ignature

- Lpad 17,2079
Date’

RECEIVED

Orange County Employees
Retirement System

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM @ 2223 1 Wellingion Avenue, Suite 100, Santa Ana, C4 92701

Telephone (714) 558-6200 Fax (714) 558-6234
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Memorandum

DATE: May 20, 2019
TO: Members of the Board of Retirement
FROM: Adina Bercaru, Member Services Manager

SUBJECT: OPTION 4 RETIREMENT ELECTION — MARK ESQUER

Recommendation

Grant election of retirement benefit payment, Option 4, based on Segal Consulting’s actuarial report.

Background/Discussion

This member has requested Option 4 as the benefit payment option for his service retirement allowance effective
March 15, 2019. The Orange County Employees Retirement System (OCERS) was joined in the member’s
dissolution of marriage and under the terms of the Domestic Relations Order (DRO), the member’s ex-spouse was
awarded a lifetime continuance as a percentage of the member’s allowance.

The approval of Option 4 will not increase OCERS liability because the cost of this Option 4 benefit is proportional
to the cost of the other benefit plans. Segal Consulting has calculated the member’s monthly allowance as
indicated in the attached letter as well as the allowance payable to the member’s ex-spouse.

Submitted by:

A.B.— APPROVED
Adina Bercaru
Member Services Manager

C-1 Option 4 Retirement Election — Mark Esquer 1of1
Regular Board Meeting 5-20-2019
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7% Segal Consulting

PERSONAL AND CONFIDENTIAL
Apnl 16,2019

Ms. Adina Bercaru
Member Scrvices Manager

Orange County Employees Retirement System RECEIV

2223 Wellington Avenue EIVED

Santa Ana, CA 92701-3101 16 7019

Re: Orange County Employees Retirement System Grange County Employees
Option 4 Calculation for Mark A. Esquer Retirement System

Dcar Adina:

Pursuant to your request, we have determined the Option 4 benefits payable to
Mark A. Esquer and his ex-spouse based on the unmodified benefit and other information
provided in the System’s rcquest dated April 10, 2019.

The monthly bencfits payable to the member and the ex-spouse and the data we used for our
calculations are as tollows:

Member’s Date of Birth

I:x-Spouse’s Date of Birth

Date of Retirement March 15, 2019
Plan of Membership General Plan H
Monthly Unmodificd Benefit $13,407.87
Ex-Spouse’s Share of Monthly Unmodified Benetit 37.86%
Retirement Type Service Retirement

Benefits Compensation and HR Consulung Member of The Segal Group. Offices throughoul the United Slates and Canada
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Ms. Adina Bercaru

April 16, 2019
Page 2
Option 4 Benefit
' Payable After the
Member's Death
The ex-spouse bears the cost of Option 4 : Payable while the while the Ex-
reduction for the DRO bencfit ; Member is Alive.  Spouse is Alive
Monthly Benefit Payable to Member .
Annuity: $1,862.55
Pension: 6.469.10
Total: - $8,331.65 50

Monthly Benefit Payable to Ex-Spouse (or to the

cstatc of the ex-spouse if the ex-spouse pre-deceascs 4
the member) $4,430.59* $4,430.59

* This is equal to 37.86% of the member's unmodified benefit (i.e., 37.86% * 313,407.87 or $5,076.22)'
adjusted further to provide a benefit payable over the ex-spouse’s lifetime or to the estate of the ex-
spouse if the ex-spouse pre-deceases the member.

Actuarial Assumptions
Effective interest rate of 4.126214% per year, which is calculated using an investment return
assumption of 7.25% per year together with a cost-of-living adjustment assumption of 3.00%

per year,

RP-2000 Combined Healthy Mortallty Table pro_]ected with Scale BB to 2020 weighted 40%
male and 60% female for members.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 welghted 60%
male and 40% female for beneficiaries. :

The actuarial calculations contained in this letter were performed under my supervision, I meet

* the Qualification Standards of the American Academy of Actuaries to render the actuarial

opinions herein.

Please let us know if you have any comments or qucst1ons As in all matters pcrtammg to the
interpretation and application of the law, Plan, or individual Option 4 Calculation provisions, you
should be guided by the advice of the Plan’s Legal Counsel. -

Sincercly,

Andy Yeung

AW/gxk

5578419v1/05794.001
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ORANGE COUNTY

QCERS

April 19, 2019

Mark A. Esquer

Re: Retirement Election Confirmation — Option 4

Dear Mr. Esquer:

You have elected Option 4 as your retirement option, as required by your DRO. This option will
provide a 37.86% of your monthly benefit, for the life of the benetit, to:

Mary Ellen Esquer

This designation is irrevocable; you will not be allowed to change your retirement option or
designated beneficiary.

Piease complete this form and return to OCERS as soon as possible.

(v understand that my retirement option is irrevocable; by choosing Option 4 | will take a monthly
reduction in order to provide a 37.86% continuance to Mary Ellen Esquer.

WA/ oo
7\

Member SignatL'Jre / Date

RECEIVED

Sincerely,
A

[P oo
Adna Bercaru
Member Services Manager

RECEIVED

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM 2223 E. Wellington Avenue, Suite 100, Santa Ana, CA 9271
Telephone(714) 558-6200 Fax (714) 558-6234 WWW.BCErS. !94 20'9

IMAGING DESK
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Memorandum

DATE: May 20, 2019
TO: Members of the Board of Retirement
FROM: Adina Bercaru, Member Services Manager

SUBJECT: OPTION 4 RETIREMENT ELECTION — STEPHEN HATCH

Recommendation

Grant election of retirement benefit payment, Option 4, based on Segal Consulting’s actuarial report.

Background/Discussion

This member has requested Option 4 as the benefit payment option for his service retirement allowance effective
March 29, 2019. The Orange County Employees Retirement System (OCERS) was joined in the member’s
dissolution of marriage and under the terms of the Domestic Relations Order (DRO), the member’s ex-spouse was
awarded a lifetime continuance as a percentage of the member’s allowance.

The approval of Option 4 will not increase OCERS liability because the cost of this Option 4 benefit is proportional
to the cost of the other benefit plans. Segal Consulting has calculated the member’s monthly allowance as
indicated in the attached letter as well as the allowance payable to the member’s ex-spouse.

Submitted by:

A.B.— APPROVED
Adina Bercaru
Member Services Manager

C-1 Option 4 Retirement Election — Stephen Hatch 1of1
Regular Board Meeting 5-20-2019
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7% Segal Consulting

180 Howard Street Suite 1100 San Francisco, CA 94105-6147
T 415 263 B200 www.segalco.com

PERSONAL & CONFIDENTIAL
VIA EMAIL & USPS
May 3, 2019

Ms. Adina Bercaru

Member Services Manager

Orange County Employees Retirement System
2223 Wellington Avenue

Santa Ana, CA 92701-3101

Re: Orange County Employees Retirement System
Option 4 Calculation for Stephen Hatch

Dear Adina:

provided in the System's request dated Aprl 26, 2019.

calculations are as follows:

Member's Date of Birth

Ex-Spouse’s Date of Birth

Date of Retirement

Plan of Membership

Monthly Unmodified Benefit

Ex-Spouse’s Share of Monthly Unmodified Benefit
Retirement Type

Current Spouse’s Date of Birth

Continuance Payable to Current Spouse

ﬂ

Andy Yeung, ASA, MAAA, FCA, EA
Vice Prasident & Acluary
aysung@segalco com

RECEIVED

Orange County Employees
Retirement System

Pursuant to your request, we have determined the Option 4 benefits payable to Stephen IHatch,
his ex-spousc and his current spouse based on the unmodified benefit and other information

The monthly benefits payable to the member and the ex-spouse and the data we used for our

March 29, 2019
General Plan J
$3.671.23

37.73%

Service Retirement
October 31, 1953

100%

Benefits, Compensation and HR Conaulting Member of The Sagal Group. Offices throughout the United States and Canada
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Ms. Adina Bercaru
May 3, 2019
" Page 2

We have determined the Optlon 4 benefits using a two-part process. In Part One, we first
calculated the adjustment to the member’s unmodified benefit to prowde a 37.73% continuance

to the ex-spouse.

Part Onec — Before Adjustment for Continuance to Current Spouse

The ex-spouse bears the cost of Option 4 Payable while the Payable After the
_ reduction for the DRO benefit ) Member is Alive Member’s Death
Monthly benefit payable to member
Annuity '$1,556.79
Pension ' _ 729.28
Total . $2,286.07 50

Monthly benefit payable to ex-spouse (of to the
cstatc of the ex-spouse if the ex-spouse pre- - _
deceases the member) : $1,023.16* $1,023.16

*  This is equal to 37.73% of the member's uninodified benefit (i.e., 37.73% * $3,671.23 or $1,385.16) adjusted
Jfurther to provide a benefit payable over the ex-spouse’s I feﬂ'me or to the estate of the ex-spouse if the ex-
spouse pre-deceases the member.

In Part Two, we further adjusted the member's benefit in Part One so that a continuance benefit
of 100% can be paid to the current spousc. In addition, the cost to provide this continuance
benefit would be paid for catircly by the member. :

Part Two — After Adjustment for 100% Continuance to Currcnt Spouse

Payable while the Payable After the

Member is Alive Member's Death
Monthly benefit payable to member
. Annuity $1,158.91
Pension N 54289
Total | $1,701.80 - %0
Monthly benefit payable to currenlt spouse - . §0 $1,701.80

Monthly benefit payable to ex-spouse (or to the
estate of the ex-spouse if the ex-spouse pre- N .
deceases the member) , $1,023.16% $1,023.16

* Thisis equal to 37.73% of the member ‘s unmodified bean it (L.e., 37.73% * $3,671.23 or $1,385.16) adjusted
' further to provide a benefit payable over the ex-spouse’s lifetime or to the estate of the ex-spouse if the ex-
Spouse pre-deceases the member.

5580361v1/05794.001
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Ms. Adina Bercaru
May 3, 2019
Page 3

ACTUARIAL ASSUMPTIONS

Effective interest rate of 4.126214% per year, which is calculated using an investment retum
assumption of 7.25% per year together with a cost-of-living adjustment assumption of 3.00% per

year.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 40%
male and 60% female for members.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 60%
male and 40% female for beneficiaries.

The actuarial calculations contained in this letter were performed under my supervision. I meet
the Qualification Standards of the American Academy of Actunnes to render the actuarial
opinions herein.

Please let us know if you have any comments or questions. As in all matters pertammg to the
interpretation and application of the law, Plan, or individual Option 4 Calculation provisions, you
should be guided by the advice of the Plan’s Legal Counsel.

Smcerely,

Andy Yeung O‘“’%' N

AW/hy

5580361v1/05794.001
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May 7, 2019

Stephen W. Hatch

Re: Retirement Election Confirmation — Option 4

Dear Mr. HATCH:

You have elected Option 4 as your retirement option. This option will provide a 37.73% of your monthly benefit,
for the life of the benefit, to:
MARY HATCH

This designation is irrevacable; you will not be allowed to change your retirement option or designated

beneficiary.
Please complete this form and return to OCERS as soon as possible.

(%nderstand that my retirement option is irrevocable; by choosing Option 4 | will take a monthly reduction in

ordgr to provide a 37.73% continuance to MARY HATCH.
L)/Ithoose to add no other beneficiary(yes) under Option 4 and understand that my current spouse will receive

no continuance in the event | predecease her.

/4/(&7 [/

me ignaturb/Date

Sincerely, RECEIVED

Y/ B

Adina Bercaru
Member Services Manager

[ AL

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM 2223 £ Wellington Avenue, Suite 100, Santa Ana, CA 92701
Telephone (714) 558-6200 Fax (714) 558-6234 www.ocers org
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Memorandum

DATE: May 20, 2019
TO: Members of the Board of Retirement
FROM: Adina Bercaru, Member Services Manager

SUBJECT: OPTION 4 RETIREMENT ELECTION — KARL DIECKMAN

Recommendation

Grant election of retirement benefit payment, Option 4, based on Segal Consulting’s actuarial report.

Background/Discussion

This member has requested Option 4 as the benefit payment option for his service retirement allowance effective
March 29, 2019. The Orange County Employees Retirement System (OCERS) was joined in the member’s
dissolution of marriage and under the terms of the Domestic Relations Order (DRO), the member’s ex-spouse was
awarded a lifetime continuance as a percentage of the member’s allowance.

The approval of Option 4 will not increase OCERS liability because the cost of this Option 4 benefit is proportional
to the cost of the other benefit plans. Segal Consulting has calculated the member’s monthly allowance as
indicated in the attached letter as well as the allowance payable to the member’s ex-spouse.

Submitted by:

A.B.— APPROVED
Adina Bercaru
Member Services Manager

C-1 Option 4 Retirement Election — Karl Dieckman 1of1
Regular Board Meeting 5-20-2019
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v '
7" Segal ConSUItlng Andy Yeung. ASA MAAA, FCA, EA
Vice President & Actuary

180 Howard Street Suite 1100 San Francisco, CA 94105-6147 ayeung@segalco.com
T 415.263.8200 www.segalco.com

PERSONAL & CONFIDENTIAL
VIA EMAIL & USPS
May 9, 2019

Ms. Adina Bercaru
Member Services Manager

Orange County Employees Retirement System RECEIVED

2223 Wellington Avenue

Santa Ana, CA 92701-3101 MAY 09 2018

Re: Orange County Employees Retirement System Orange County Employees
Option 4 Calculation for Karl Dieckman Retirement System

Dear Adina:

Pursuant to your request, we have determined the Option 4 benefits payable to Karl Dieckman
and his ex-spouse based on the unmodified benefit and other information provided in the
System’s request dated May 2, 2019.

The monthly benefits payable to the member and the ex-spouse and the data we used for our
calculations are as follows:

Member’s Date of Birth

Ex-Spouse’s Date of Birth

Date of Retirement March 29, 2019
Plan of Membership Safety Plan F
Monthly Unmodified Benefit $5,066.90
Ex-Spouse’s Share of Monthly Unmodified Benefit 41.84%
Retirement Type Service Retirement

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

May 9, 2019
Page 2
Option 4 Benefit
The member and the ex-spouse bear the cost of Payable while the Payable After the
Option 4 reduction equally for the DRO benefit Member is Alive Member’s Death
Monthly benefit payable to member
Annuity $615.85
Pension 2,181.07
Total $2,796.92 $0

Monthly benefit payable to ex-spouse (or to the

estate of the ex-spouse if the ex-spouse pre-

deceases the member) $1,970.00 $1,970.00

Note: The member's benefit payable is equal to 58.16% (i.e., 100.00% - 41.84%) of the total unmodified benefit (i.e.,
58.16% * 85,066.90) adjusted by $149.99 to provide a benefit payable over the ex-spouse’s lifetime or to the
estate of the ex-spouse if the ex-spouse pre-deceases the member. The ex-spouse’s benefit payable is equal to

41.84% of the total unmodified benefit (i.e., 41.84% * $5,066.90) adjusted by $149.99 to provide a benefit
payable over the ex-spouse s lifetime or to the estate of the ex-spouse if the ex-spouse pre-deceases the member.

ACTUARIAL ASSUMPTIONS

Effective interest rate of 4.126214% per year, which is calculated using an investment return
assumption of 7.25% per year together with a cost-of-living adjustment assumption of 3.00% per
year.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 set back two years
weighted 80% male and 20% female for members.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 20%
male and 80% female for beneficiaries.

The actuarial calculations contained in this letter were performed under my supervision. I meet
the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinions herein.

Please let us know if you have any comments or questions. As in all matters pertaining to the
interpretation and application of the law, Plan, or individual Option 4 Calculation provisions, you
should be guided by the advice of the Plan’s Legal Counsel.

Sincerely,

Aoy Ueo é-

Andy Yeung
AW/hy

5581302v1/05794.001
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Memorandum

DATE: May 20, 2019
TO: Members of the Board of Retirement
FROM: Adina Bercaru, Member Services Manager

SUBJECT: OPTION 4 RETIREMENT ELECTION — RICHARD EDMOND

Recommendation

Grant election of retirement benefit payment, Option 4, based on Segal Consulting’s actuarial report.

Background/Discussion

This member has requested Option 4 as the benefit payment option for his service retirement allowance effective
March 11, 2019. The Orange County Employees Retirement System (OCERS) was joined in the member’s
dissolution of marriage and under the terms of the Domestic Relations Order (DRO), the member’s ex-spouse was
awarded a lifetime continuance as a percentage of the member’s allowance.

The approval of Option 4 will not increase OCERS liability because the cost of this Option 4 benefit is proportional
to the cost of the other benefit plans. Segal Consulting has calculated the member’s monthly allowance as
indicated in the attached letter as well as the allowance payable to the member’s ex-spouse.

Submitted by:

A.B.— APPROVED
Adina Bercaru
Member Services Manager

C-1 Option 4 Retirement Election — Richard Edmond 1of1
Regular Board Meeting 5-20-2019
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7% Segal Consulting

180 Howard Street Suite 1100 San Francisco, CA 94105-6147
T 415 263 B200 www.segalco com

PERSONAL & CONFIDENTIAL

VIA EMAIL & USPS

May 3, 2019

Ms. Adina Bercaru

Member Services Manager

Orange County Employees Retirement System
2223 Wellington Avenue

Santa Ana, CA 92701-3101

Re: Orange County Employees Retirement System
Option 4 Calculation for Richard Edmond

Dear Adina:

Andy Yeung, ASA, MAAA, FCA, EA
Vice President & Acluary
ayeung(@sagalco com

RECEIVED
MAY 0 6 2018

Orange County Employees
Retirement System

Pursuant to your request, we have determined the Option 4 benefits payable to Richard Edmond
and his ex-spouse based on the unmodified benefit and other information provided in the

System’s request dated April 26, 2019.

The monthly benefits payable to the member and the ex-spouse and the data we used for our

calculations are as follows:
Member's Date of Birth
Ex-Spouse’s Date of Birth
Date of Retirement
Plan of Membership
Monthly Unmodified Benetit
Ex-Spouse’s Share of Monthly Unmodified Benefit

Retirement Type

March 11, 2019
General Plan J
$8,715.11
13.55%

Service Retirement

Benefits, Componsation and HR Consulting. Member of The Segal Group. Offices throughout the United Slates and Canada
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Ms. Adina Bercaru
May 3, 2019
Page 2

Option 4 Benefit

The ex-spousc bears the cost of Option 4 Payable whilc the Payable After the
reduction for the DRO benefit

Monthly benefit payable to member

Annuity : $2,284.01
. Pension 5.250.20
Total $7,534.21 30

Monthly benefit payable to ex-spouse (or to the
estate of the ex-spouse if the ex-spouse pre-

deceases the member) $1,078.77* $1,078.77
. 13 d
or
ACTUARIAL ASSUMPTIONS

Effective interest rate of 4, 126214% per year, which is calculated using an investment rcturn
assumption of 7.25% per year together with a cost-of-living adjustment assumption of 3.00% per
year,

RP-2060 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 40%
male and 60% female for members.

RP-2000 Combined Healthy Mortality Table projected with Scale BB to 2020 weighted 60%
male and 40% female for beneficiaries.

tu ed I meet

al t ari al
apinions herein.

al Counsel.

Sincerely,

Hr s U

Andy Yeung

AW/y

5580364v1/05794.001
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ORANGE COUNTY

CUCERS

May 7, 2019

Richard Edmond

Re: Retirement Election Confirmation — Option 4

Dear Mr. Edmond:

You have elected Option 4 as your retirement option, as required by your DRO. This option will provide
a 13.55% of your monthly benefit, for the life of the benefit, to:

Lisa Edmond

This designation is irrevocable; you will not be allowed to change your retirement option or designated
beneficiary.
Please complete this form and return to OCERS as soon as possible.

Cv(] | understand that my retirement option is irrevocable; by choosing Option 4 | will take a monthly

reduction in order to provide a 13.55% continuance to Lisa Edmond.

ﬁé) | choose to add no other beneficiary(ies) under Option 4 and understand that, should | become
arried upon retirement, my current spouse will receive no continuance in the event | predecease her.

//\\__/»fu—-—a--f S'/IL})\C\

/ Date
Sincerely,
i
r'f-"',_ ( P, !

) /} 1 e PO Orange Counly Employees Relremenl System
#Adina Bercaru

Member Services Manager

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM 2223 E. Waellington Avenus, Suite 100, Santa Ana, CA 92701

Telephone(714) 558-6200 Fax (714) 558-6234 www.ocers.org
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ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
BOARD OF RETIREMENT
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CALIFORNIA
REGULAR MEETING

Monday, April 15, 2019
9:00 A.M.
Minutes

Chair Packard called the meeting to order at 9:00 a.m.

Attendance was as follows:

Present: Chuck Packard, Chair; Roger Hilton, Vice-Chair; Chris Prevatt; Shawn Dewane; Frank Eley;
Russell Baldwin, Shari Freidenrich, Wayne Lindholm, Jeremy Vallone; and David Ball

Also Present:  Steve Delaney, Chief Executive Officer; Suzanne Jenike, Assistant CEO, External Operations;
David Kim, Director of Internal Audit; Gina Ratto, General Counsel; Cynthia Hockless,
Director of Administrative Services; Anthony Beltran, Visual Technician; Cammy Torres;
Recording Secretary, and Nichol Forbes; Temporary Assistant Recording Secretary.

Guests: Azucena M. Coronel; Harvey Leiderman

Mr. Dewane led the Pledge of Allegiance.

CONSENT AGENDA

All matters on the Consent Agenda are to be approved by one action unless a Board Member requests
separate action on a specific item.

A motion was made by Mr. Hilton, seconded by Mr. Baldwin, to approve the consent agenda.

Motion passed unanimously with Ms. Freidenrich and Mr. Lindholm absent.

BENEFITS

C-1 OPTION 4 RETIREMENT ELECTION

Recommendation: Grant election of retirement benefit payment, Option 4, based on Segal
Consulting’s actuarial report.
(1) None

ADMINISTRATION
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Orange County Employees Retirement System
April 15, 2019
Regular Board Meeting — Agenda Page 2

C-2

BOARD MEETING MINUTES

Regular Board Meeting Minutes March 18, 2019
Special Meeting March 28, 2019

Recommendation: Approve minutes.

ACTION ITEMS

NOTE: Public comment on matters listed in this agenda will be taken at the time the item is addressed,
prior to the Board’s discussion of the item. Persons wishing to provide comment on a matter listed on the
agenda should fill out a speaker card located at the back of the room and deposit it in the Recording
Secretary’s box located near the back counter.

A-1

A-2

A-3

INDIVIDUAL ACTION ON ANY ITEM TRAILED FROM THE CONSENT AGENDA

FEBRUARY 19, 2019 REGULAR BOARD MEETING MINUTES
Presentation by Steve Delaney, CEO, OCERS

Recommendation: (1) Rescind the Board’s action on March 18, 2019 approving the February
19, 2019 Regular Board Meeting minutes; and (2) approve the February 19, 2019 Regular
Board Meeting minutes as amended.

Mr. Delaney presented the recommendations for item A-2.

A motion was made by Eley, seconded by Mr. Dewane to rescind the Board’s action on March
18, 2019 approving the February 19, 2019 Regular Board Meeting minutes; and approve
the February 19, 2019 Regular Board Meeting minutes as amended.

Motion passed unanimously with Ms. Freidenrich and Mr. Ball absent.

SACRS BOARD OF DIRECTORS ELECTION 2019-2020 — DIRECTION TO OCERS’ VOTING DELEGATE
Presentation by Gina Ratto, General Counsel, OCERS

Recommendation: Consider the SACRS Nominating Committee’s recommended slate of candidates
and the list of additional candidates interested in running for the election of SACRS Directors; and
give direction to OCERS’ Voting Delegate and Alternate Delegates for the SACRS Board of Directors
election to be held at the SACRS meeting on May 10, 2019.

Ms. Gina Ratto presented the information regarding the SACRS Board of Directors Election and the
candidate materials.

A motion was made by Mr. Prevatt, seconded by Mr. Dewane, to consider the SACRS Nominating

Committee’s recommended slate of candidates and the list of additional candidates interested in
running for the election of SACRS Directors; and give direction to OCERS’ Voting Delegate and
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Orange County Employees Retirement System
April 15, 2019
Regular Board Meeting — Agenda Page 3

1-10

Alternate Delegates for the SACRS Board of Directors election to be held at the SACRS meeting on
May 10, 2019.

Motion passed unanimously with Ms. Freidenrich and Mr. Lindholm absent.

INFORMATION ITEMS

MEMBER MATERIALS DISTRIBUTED
Written Report

Application Notices April 15, 2019
Death Notices April 15, 2019

COMMITTEE MEETING MINUTES
- Audit Minutes - February 7, 2019

CEO FUTURE AGENDAS AND 2019 OCERS BOARD WORK PLAN
Written Report

QUIET PERIOD — NON-INVESTMENT CONTRACTS
Written Report

LEGISLATIVE UPDATE
Written Report

FIRST QUARTER 2019 EDUCATION AND TRAVEL EXPENSE REPORT
Written Report

BUSINESS CONTINUITY AND DISASTER RECOVERY PLAN EXERCISE EXECUTIVE SUMMARY
Written Report

GOVERNMENT FINANCE OFFICERS ASSOCIATION (GFOA) CERTIFICATE OF ACHIEVEMENT FOR
EXCELLENCE IN FINANCIAL REPORTING
Written Report

BOARD COMMUNICATIONS
Written Report

REASONABLE ACCOMMODATION AND DISABILITY RETIREMENT TRAINING — COUNTY OF ORANGE
AND OCERS COLLABORATION

Presentation by Azucena M. Coronel, CPDM, Manager, Integrated Disability and Absence
Management, County Executive Office, Risk Management

Ms. Azucena M. Coronel presented to the Board on the efforts the County of Orange is making for
reasonable accommodations to allow employees to continue to work when they have work
restrictions as well as when they have filed for OCERS disability retirement.

Discussion took place on the types of accommodations that are being made available and whether
someone must take the accommodated position, even if they do not want to perform those tasks.
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Orange County Employees Retirement System
April 15, 2019
Regular Board Meeting — Agenda Page 4

I-11

Additional discussion took place on how the cost works out if the salary for the accommodated
position is lower than the salary the member made prior to their disability claim.

ANNUAL CONFLICTS OF INTEREST EDUCATION
Presentation by Gina Ratto, General Counsel, OCERS and Harvey Leiderman, ReedSmith, LLP

Ms. Ratto presented the training session for the Annual Conflicts of Interest Education. Ms. Ratto
reviewed financial conflicts of interest, the Political Reform Act, restrictions on gifts and honoraria
and Government Code section 1090.

Ms. Freidenrich and Mr. Lindholm arrived at 9:12a.m.

Mr. Leiderman reviewed marketing prohibitions; government code section 7513.95, non-financial
conflicts of interest regarding common law and Board Governance issues, and special rules for
investment advisors.

Discussion took place regarding defined terms.

Ms. Freidenrich asked about county employees abiding by a Tin Cup Ordinance.

Ms. Ratto stated that each employer may have their own set of stricter rules in place stating an
amount that may be accepted as a gift, in which case, the employer rules must be followed.

Mr. Hilton excused himself at 9:40a.m.

Mr. Hilton reentered at 9:42a.m.

The Board recessed for break at 9:52 a.m.

The Board reconvened from break at 10:04 a.m.

Ms. Ratto continued her presentation and spoke about the exceptions to the definition of gifts and
additional discussion took place.

Mr. Dewane excused himself at 10:22a.m.

Mr. Dewane reentered at 10:24a.m.

* % % % * END OF INFORMATION ITEMS AGENDA * * * * *

DISABILITY/MEMBER BENEFITS AGENDA
10:00 AM

NOTE: WHEN CONSIDERING DISABILITY RETIREMENT APPLICATIONS OR MEMBER APPEALS OF BENEFIT
OR DISABILITY RETIREMENT DETERMINATIONS, THE BOARD MAY ADJOURN TO CLOSED SESSION TO

DISCUSS MATTERS RELATING TO THE MEMBER’S APPLICATION OR APPEAL, PURSUANT TO
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Orange County Employees Retirement System
April 15, 2019
Regular Board Meeting — Agenda Page 5

GOVERNMENT CODE SECTIONS 54957 OR 54956.9. IF THE MATTER IS A DISABILITY APPLICATION
UNDER SECTION 54957, THE MEMBER MAY REQUEST THAT THE DISCUSSION BE IN PUBLIC.

A motion was made by Mr. Hilton, seconded by Mr. Dewane, to approve the consent agenda.

Motion passed unanimously.

OPEN SESSION

CONSENT AGENDA

All matters on the Consent Agenda are to be approved by one action unless a Board member requires
separate action on a specific item. If separate action is requested, the item will be discussed during
agenda item DA-1.

DC-1: Maria Alarcon
Senior Social Services Supervisor, Orange County Social Services Agency

Recommendation: The Disability Committee recommends that the Board grant service connected

disability retirement with an effective date of August 4, 2017. (General Member)

DC-2: Herman Carter
Equipment Parts Clerk, Orange County Transportation Authority

Recommendation: The Disability Committee recommends that the Board grant service connected

disability retirement with an effective date of September 8, 2015. (General Member)

DC-3: Ronald Pluma
Fire Apparatus Engineer, Orange County Fire Authority

Recommendation: The Disability Committee recommends that the Board grant service connected

disability retirement with an effective date of June 8, 2018. (Safety Member)

DC-4: Julian Waites
Coach Operator, Orange County Transportation Authority

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of November 26, 2017. Find the Applicant is capable
of performing other duties in the service of the Orange County Transportation Authority pursuant
to Government Code section 31725.65 and grant a supplemental disability retirement payment
allowance in the amount of the salary difference between the higher and lower paying positions
effective September 16, 2018, the date of the position change, until the day Mr. Waites wishes

to retire from the new position. (General Member)
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DC-5: Beth Weickum
Radio Dispatcher, Orange County Sheriff’s Department

Recommendation: The Disability Committee recommends that the Board grant service connected
disability retirement with an effective date of November 10, 2017. (General Member)

DC-6: Donald Wendt
Kennel Attendant |, Orange County Community Resources

Recommendation: The Disability Committee recommends that the Board grant service connected

disability retirement with an effective date of January 29, 2010. (General Member)

CLOSED SESSION
(Government Code sections 54957 and 54956.9)

The Board will adjourn to Closed Session pursuant to Government Code sections 54957 or 54956.9 to
discuss matters relating to member applications or appeals. The member may request that the discussion
relating to his or her application or appeal take place in Open Session.

ACTION ITEMS

DA-1: INDIVIDUAL ACTION ON ANY ITEM TRAILED FROM THE CONSENT AGENDA

DISABILITY/MEMBER BENEFITS AGENDA

DA-2: DISABILITY APPEAL — LUISA FERNANDEZ-VASQUEZ
Senior Social Worker, Orange County Social Services Agency

Recommendation: Staff recommends that the Board dismiss without prejudice the appeal by Luisa
Fernandez-Vasquez of OCERS’ denial of her application for service connected disability retirement
pursuant to Rule 23 of OCERS Administrative Hearing Procedures (Version Adopted 2/19/2002).

A motion was made by Mr. Prevatt, seconded by Mr. Dewane, to approve staff recommendation that the
Board dismiss without prejudice the appeal by Luisa Fernandez-Vasquez of OCERS’ denial of her application
for service connected disability retirement pursuant to Rule 23 of OCERS Administrative Hearing Procedures
(Version Adopted 2/19/2002).

Mr. Hilton asked if there had been any contact with the applicant.
Ms. Jenike stated that she had received updates from OCERS Paralegal, Mr. Singleton every day leading up
to the meeting and she had not been told that the member had contacted OCERS to ask for an extension

of time.

Motion passed unanimously.
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BOARD MEMBER COMMENTS

None

CHIEF EXECUTIVE OFFICER/STAFF COMMENTS

Ms. Hockless presented the First Quarter Staffing Reports to the Board Members.

Mr. Ball asked if historical information can been added to the reports in order to see trend lines.
Ms. Hockless will provide this in future reports.

Ms. Freidenrich asked about interview process with any internal applicants.

Ms. Hockless responded that with internal applicants OCERS does run the full recruitment cycle and she
proceeded to explain the OCERS internal interview process.

COUNSEL COMMENTS

None
*kkkkkhkkkkkkkkkk

ADJOURNMENT: (IN MEMORY OF THE ACTIVE MEMBERS, RETIRED MEMBERS, AND SURVIVING
SPOUSES WHO PASSED AWAY THIS PAST MONTH)

Active Members
None

Retired Members
Antonio, Aquilino
Ayala, David
Brawn, Robert
Bridges, Marilyn
Burrill, Stephen
Castillo, Edward
Cates, Charles
Chen, John

Dang, Lieh

De Moray, Elaine
Dome, Rosalie
Dorn, Donna
Fitzpatrick, Francis
Fox, Joan

Goff, Patricia
Keister, Mollie
Kelly, Robert
Langston, Carol
Lear, Kathy
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Mc Cray, Curtis
Mendoza, Arthur
Myers, Darrold
Nguyen, Thung
Paredes, David
Peters, Paul
Proff, Marilyn
Rabago, Anthony
Record, Marilyln
Roman, Ron
Rosenzweig, Herbert
Scott, Herbert
Sherman, Esther
Warren, Don

Surviving Spouses
Carl, Lois

Cartt, Clara
Cormack, Mary
Mc Nichols, John
McManis, Charles
Postman, Dorothy
Scriba, Vera

Meeting adjourned at 11:34a.m.

There being no further business to bring before the Board, the meeting adjourned at 11:34a.m.

Submitted by: Approved by:
Steve Delaney Chuck E. Packard
Secretary to the Board Chairman
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Memorandum

DATE: May 10, 2019

TO: Members of the Board of Retirement

FROM: Steve Delaney, Chief Executive Officer

SUBJECT: REQUEST FROM CITY OF SAN JUAN CAPISTRANO REGARDING RATE GROUP POOLING

Recommendation:

That the Board determine (1) whether the City of San Juan Capistrano’s (City) proposed transfer of the City’s
Water Department would be considered a triggering event under the Declining Employer Payroll Policy (Policy);
and (2) whether application of the Policy to the City should be modified to reflect the City’s unique or exigent
circumstances.

Background/Discussion

The City of San Juan Capistrano (City) is considering detaching the City Water Department (Department) and
transferring 13 employees to a water special district. (The City also expects an additional 5 employees to retire
and 1 employee to terminate. Those numbers are based on a preliminary list* of employees provided in 2018)
Though the Capistrano Valley Water District and the City merged nearly two decades ago, the City has
determined that cost savings and improved services would be possible for its citizens if a special district whose
sole purpose and expertise are to oversee water services were to take over the Department.

The Department employees would retain OCERS service credit for their service up to the point of separation,
and would be covered by CalPERS thereafter. The City would continue to be liable for the service and ultimate
retirement benefits related to the employment of those 13 departing employees, 5 retiring and 1 terminating
employees.

Based on the results from the December 31, 2017 valuation, if the transfer takes place, the City’s workforce will
decline from 81 to 62 staff (23% decrease in staff), and its annual OCERS covered payroll will decrease from $8.0
million to $6.2 million (22% decrease in payroll).

The City is presently pooled for contribution purposes with five other employers -- the County of Orange, the
Children and Families Commission, the Local Agency Formation Commission, Superior Courts, and OCERS (direct
employees).

! The City has recently amended the list of employees but a new study to reflect the updated employees and
associated liabilities is still pending.

A-2 Request From City of San Juan Capistrano Regarding Rate Group Pooling 10f5
Regular Board Meeting 05-20-2019
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With a reduced covered payroll, the City would have a reduced basis for paying the contributions that fund the
pension liabilities already accrued. That is because contributions toward the Unfunded Actuarial Accrued
Liability (UAAL) are allocated among the pooled employers in proportion to payroll.

DECLINING PAYROLL POLICY

In June 2015, the OCERS Board adopted the Declining Employer Payroll Policy (Policy). [See attached.] The
purpose of the Policy, as stated in Section 1 of the Policy, is as follows:

1. A participating employer in the Orange County Employees Retirement System (OCERS) may experience
an actual or expected material decline in the payroll attributable to its OCERS’ active members (OCERS-
covered payroll). The Declining Employer Payroll Policy is intended to establish guidelines by which
OCERS intends to assure that such employer will continue to satisfy its obligation to timely pay all
unfunded actuarial accrued liability (UAAL) attributable to the employer’s active, retired and deferred
employees and their beneficiaries by reason of their prior and future service as OCERS’ members.

By its terms, the Policy is intended to establish guidelines, and not strict rules, by which OCERS intends to assure
that an employer who experiences an actual or expected material decline in the payroll attributable to its active
members will continue to satisfy its obligation to timely pay all unfunded actuarial liability attributable to the
employer’s active, retired and deferred employees and their beneficiaries by reason of their prior and future
service as OCERS’ members. The Policy further provides that “[a]bsent exigent circumstances or unless
otherwise expressly approved by the Board of Retirement at a duly-noticed public meeting, the procedures and
guidelines for implementing this Policy are set forth below.” (Emphasis added.)

Section 5 of the Policy states that it “covers only those employers for whom the Board determines, based on a
recommendation from OCERS’ Chief Executive Officer (CEQ), that a triggering event as described in this section 4
(sic) has occurred and who are not excluded from coverage under this Policy as described in section 5 (sic) and 6
below.” (Emphasis in original.) Accordingly, pursuant to the Policy, the Board must (1) determine whether a
triggering event as described in the Policy has occurred, and (2) confirm that the employer is not excluded from
coverage under the Policy.

Section 5(b) of the Policy identifies one of the triggering events to include:

Triggering event resulting from a material and expected long-lasting reduction in OCERS-covered payroll.
Some employers may experience a material reduction in their OCERS-covered payroll, but nevertheless
continue to enroll their new hires with OCERS. The reduction may be sudden (e.g., due to a discrete event
such as a partial loss of funding, or partial outsourcing), or it may be more gradual, over a period of years,
and might not be tied to a discreet event. Generally, the Board would determine that this type of triggering
event has occurred only if the Board expects that the reduction in employer’s OCERS-covered payroll is
expected to be permanent, long-lasting or for an indefinite period of time that is greater than a cycle that
the employer may typically experience, or a cycle similarly experienced by the other employers, if any, in the
same OCERS’ rate group. Generally, by its nature, the determination whether this type of triggering event
has occurred is more subjective than that described in subparagraph a) immediately above.
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DETERMINE IF A TRIGGERING EVENT WOULD OCCUR

The first step in this process is outlined in Section 9 of the Policy, which states that “upon recommendation from
the CEO and notice to the affected participating employer, the Board will make a determination at a duly-
noticed public meeting regarding (i) whether a triggering event has occurred for the employer...”

In this case, the event has not yet occurred, but the City desires to know what actions the Board would take
were the City to proceed with the transfer of the Department to another governmental entity.

As CEO, | believe the City’s contemplated transfer of the Department employees to a local special district, which
would result in a reduction in the number of the City’s employees from 81 to 62, with a corresponding reduction
in OCERS covered payroll from $8.0 million to $6.2 million, would meet the definition of a triggering event under
Section 5(b) of the Policy.

The Board must determine whether it concurs with the CEO’s recommendation that the City’s proposed transfer
of the Department would be considered a triggering event under the Policy.

DETERMINE IF THE CITY WOULD BE COVERED BY THIS POLICY

If the Board determines that the transfer contemplated by the City would be a triggering event under the Policy,
then Section 9 of the Policy requires the Board to further determine “... (ii) whether the employer should be
excluded from coverage under this Policy...”

Sections 6 and 7 of the Policy define the express exclusions from coverage of the Policy and appear to set out
circumstances where application of the Policy would subvert the stated intention of the Policy to assure that an
employer with a declining payroll will continue to satisfy its pension obligations. That is, employers who are not
financially-viable entities when a triggering event occurs and who are not expected to continue indefinitely
thereafter to be financially-viable entities are specifically excluded from the Policy. As stated in Section 6, the
Policy expressly excludes the situation where an employer is going out of business by reason of dissolution, loss
of funding, consolidation or merger (unless there is a surviving financially-viable entity that is acceptable to the
Board that will make the ongoing payments under the Policy). The Policy also does not cover a “withdrawing
employer” who ceases to provide OCERS membership for all of the employer’s active OCERS members (i.e., as of
a date certain, withdraws both new hires and existing actives from membership with OCERS).

Because it appears that the City is both financially viable and is expected to continue to be financially viable in
the future, the City would not be expressly excluded from coverage under the Policy. However, the Board
retains the discretion to determine that the Policy should not apply or that application of the Policy to the City
should be modified in light of the City’s exigent circumstances.

Under the California Constitution, the Board has plenary authority and fiduciary responsibility for administration
of the retirement system and broad authority over sound actuarial funding of employee retirement benefits.
This broad authority was recently confirmed by the California Court of Appeal for the Fourth Appellate District in

A-2 Request From City of San Juan Capistrano Regarding Rate Group Pooling 30f5
Regular Board Meeting 05-20-2018

43/290



Al Mijares et al., v. Orange County Employees’ Retirement System (G055439; Super. Ct. No. 30-2016-00836897;
ordered published 2/15/2019). The Policy sets forth guidelines, not strict rules, and expressly acknowledges
that the Board has broad discretion to find that exigent circumstances exist, or to otherwise conclude that
different procedures or a result other than those set forth in the Policy are warranted. This discretion should be
informed by the objectives of the Policy, which include (i) ensuring equitable and adequate funding of UAAL in
cases involving employers with declining payrolls, (ii) approving procedures for identifying employers who
should be subject to the Policy, (iii) approving a different methodology for determining any UAAL attributable to
such employers and setting the amount and schedule of the contributions needed to fund such UAAL and (iv)
ensuring that the employer remains liable and must make the required appropriations and transfers to OCERS
for its share of liabilities attributable to its officers and employees who are and may be entitled to receive
retirement, disability and related benefits from OCERS. (Policy, Sections 2 and 3.)

If the Policy applies without modification, then it suggests that an employer must be depooled in order to
immunize other participating employers in the pool from the cost impact of the triggering event.

Section 10 of the Policy states:

If the Board determines that a triggering event has occurred and the employer is not excluded
from coverage under the Policy, then, solely for the purposes of determining the covered
employer’s UAAL contribution obligation, OCERS will segregate on its books all assets and
liabilities attributable to the employer, based upon the recommendation of OCERS’ actuary, and
shall maintain such separate accounting for the employer until all of the participating employer
obligations to OCERS have been fully satisfied.

Therefore, if the Board determines that the transfer of the Department employees would be a triggering event,
and that in that case the best course of action would be to depool the City from Rate Group 2 in order to isolate
the financial impact of such an action to the City alone, then the Board should also determine that the City
would not be excluded from coverage under the Declining Payroll Policy.

The City would argue that pools, which spread the impact of both costs and