CONTRA
COSTA
COUNTY

Employees’ Retirement Association
AGENDA

RETIREMENT BOARD MEETING

REGULAR MEETING Retirement Board Conference Room
December 12, 2018 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:

1. Pledge of Allegiance.
2. Recognition of Wrally Dutkiewicz for 5 years of service and Rhonda Jones for 10 years of
service.
3. Accept comments from the public.
4. Approve minutes from the November 7, 2018 meeting.
5. Routine items for December 12, 2018.
a. Approve certifications of membership.
b. Approve service and disability allowances.
c. Accept disability applications and authorize subpoenas as required.
d. Approve death benefits.
e. Accept Asset Allocation Report.
f.  Accept Liquidity Report.

CLOSED SESSION

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

Member Type Sought Recommendation
a. Helene Libert Non-Service Connected Non-Service Connected
b. Tracey Nicks Non-Service Connected Non-Service Connected
c. Jerald Treat Service Connected Service Connected
7. The Board will continue in closed session pursuant to Govt. Code Section 54957 to consider
the Hearing Officer’s recommendation regarding the disability application for Sandra
Wimberly.

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.




The Board will continue in closed session pursuant to Govt. Code Section 54957 to consider
the disability application for Leslie Pounds.

CONFERENCE WITH REAL PROPERTY NEGOTIATORS
(Government Code Section 54956.8)

a.  Property: 1355 Willow Way, Concord, CA 94520
Agency Negotiator: Andrew Schmitt and Jeff Birnbaum, CBRE
Gail Strohl, Chief Executive Officer
Negotiating Parties: 384 Willows, LLC, WPG Willows, LLC, WCG
Willows, LLC, and RHH Willows, LLC
Under Negotiation: Price and Terms
b.  Property: 1200 Concord Avenue, Concord, CA 94520
Agency Negotiator: Andrew Schmitt and Jeff Birnbaum, CBRE
Gail Strohl, Chief Executive Officer
Negotiating Parties: Sierra Pacific Properties, Inc.
Under Negotiation: Price and Terms
C. Property: 1320 Willow Pass Road, Concord, CA 94520
Agency Negotiator: Andrew Schmitt and Jeff Birnbaum, CBRE
Gail Strohl, Chief Executive Officer
Negotiating Parties: MH Concord Centre LLC
Under Negotiation: Price and Terms

OPEN SESSION

10.

11.

12.

13.

14.

15.

16.

17.

18.

Consider and take possible action to authorize the CEO to execute a contract with Cheiron
for Actuarial Auditing Services.

Presentation of the Moraga-Orinda Fire District Final Audit Report.

Presentation of the Contra Costa County Department of Information Technology Final Audit
Report.

Presentation of the Contra Costa County Office of the Auditor-Controller Final Audit
Report.

Presentation of the CCCERA 2019 Compliance Activity Plan.
Presentation from the StepStone Group of private equity pacing report.
Presentation of the alternative investment fees and expense report.
Review of Report on Risk Diversifying Sub-portfolio.

Legislative update.

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.




19.

20.

Consider authorizing the attendance of Board:
8" Annual Risk & Liquidity Forum, Institutional Investor Forums, January 29-30,

a.
b.
C.

d.
e.

2019, San Francisco, CA.

Groundhog Day Investment Forum, Emerald Asset Management, Inc., February 7,

2019, Philadelphia, PA.

Sit Investment Associates Client Workshop, February 14-17, 2019, Scottsdale, AZ.
Commonfund Forum 2019, March 24-26, 2019, Orlando, FL.
The Pension Bridge Annual, April 9-10, 2019, San Francisco, CA. (Note: Conflict

with meeting)

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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CONTRACCC #4
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Employees’ Retirement Association
MINUTES

RETIREMENT BOARD MEETING MINUTES

REGULAR MEETING Retirement Board Conference Room
November 7, 2018 The Willows Office Park
9:00 a.m. 1355 Willow Way, Suite 221

Concord, California

Present: Candace Andersen, Jerry Holcombe, Louie Kroll, Jay Kwon, David MacDonald, John
Phillips, William Pigeon, Todd Smithey, Jerry Telles and Russell Watts

Absent: Scott Gordon and Gabe Rodrigues

Staff: Gail Strohl, Chief Executive Officer; Christina Dunn, Deputy Chief Executive Officer;

Timothy Price, Chief Investment Officer; Karen Levy, General Counsel, Wrally
Dutkiewicz, Compliance Officer; Anne Sommers, Administrative/HR Manager; Henry
Gudino, Accounting Manager; Tim Hoppe, Retirement Services Manager; and Colin
Bishop, Member Services Manager

Outside Professional Support: Representing:

Susan Hastings Laughlin, Falbo, Levy & Moresi
Christopher Boucher ~ Wiley Price & Radulovich LLP

1. Pledge of Allegiance

The Board, staff and audience joined in the Pledge of Allegiance.

2. Recognition of Janet Kutrowski for 25 years of service

Smithey recognized and congratulated Janet Kutrowski for her 25 years of service.

3. Accept comments from the public

No member of the public offered comment.

4. Approve minutes from the September 26 and October 10, 2018 meetings

It was M/S/C to approve the minutes from the September 26, 2018 meeting with corrections and to
approve the minutes from the October 10, 2018 meeting. The corrections to the September 26, 2018
meeting are: 1) Item 5, first paragraph, second line, adding the word “billion” to the end of $0.81;
and 2) Item 19, fourth line, changing the name “Holcombe” to “Watts.” (Yes: Andersen, Holcombe,
Kwon, MacDonald, Phillips, Pigeon, Smithey, Telles and Watts)
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November 7, 2018
5. Routine Items
It was M/S/C to approve the routine items of the November 7, 2018 meeting. Smithey noted a
revised 5e was provided to the Board. (Yes: Andersen, Holcombe, Kwon, MacDonald, Phillips,
Pigeon, Smithey, Telles and Watts)
CLOSED SESSION

The Board moved into closed session pursuant to Govt. Code Section 54957.6 and 54957.

The Board moved into open session.

6.

There was no reportable action related to Govt. Code Section 54957.6.

Andersen was no longer present for subsequent discussion and voting.

7.

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

a. Haidee Jezek — Service Connected (Yes: Holcombe, Kwon, MacDonald, Phillips, Pigeon,
Smithey, Telles and Watts)

b. Mary Oades — Service Connected (Yes: Holcombe, Kwon, MacDonald, Phillips, Smithey, Telles
and Watts) Note: Pigeon recused himself from this item and was not present for subsequent
discussion and voting.

c. John Whittington — Service Connected (Yes: Holcombe, Kwon, MacDonald, Phillips, Pigeon,
Smithey, Telles and Watts)

It was M/S/C to approve and adopt the recommendation of the Administrative Law Judge and deny
the Service Connected disability application for Angela Alex-Moore. (Yes: Holcombe, Kwon,
MacDonald, Phillips, Pigeon, Smithey, Telles and Watts)

Consider and take possible action to authorize the CEO to execute a contract with Northern
Trust for Master Custodian

Strohl briefly reviewed the background on the RFP for Master Custodian.

Gudino reported an RFP was issued on April 13, 2018 and stated the purpose of the RFP was to assess
that the custodial services provided are the most effective, cost efficient, and continue to be in the best
interests of CCCERA, its members and beneficiaries. Responses were received from Northern Trust,
BNY Mellon, and State Street Bank and Trust. A three member team comprised of Gudino, Price and
Dutkiewicz reviewed and evaluated the responses. Based on the responses, the team visited and toured
the facilities at BNY Mellon and Northern Trust. Reference checks were also completed.

The team reviewed the criteria and evaluation factors including: 1) Performance Measurement and
Reporting Capabilities; 2) Technology and System Capabilities; 3) Quality of the Team and Personnel,
4) Quality of the Organization; and 5) Value of Services to CCCERA. Based on the written RFP and
follow up questions, due diligence meetings, system evaluations, minimum transition disruption,
reference checks, and fee proposal, Northern Trust emerged as the top candidate to meet CCCERA’s
current custodial needs.

There was a discussion on fees, including transaction costs. Strohl noted this is one of the most critical
vendors that CCCERA has. She acknowledged Gudino, Price and Dutkiewicz on their efforts during
the process. She also noted that March 1, 2019 is listed as the completion date on the transition
timeline.

Telles was no longer present for subsequent discussion and voting.
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Northern Trust — Tom Eichenberger, Jeff Porta, Kathy Stevenson and Julie Gonsch

Eichenberger reviewed the process to date and stated that today they are going to focus on the
following key areas — the company, technology, client services, alternative investments, performance
measurement and the transition plan. He gave an overview of the firm noting they also provide asset
servicing and asset management using a single global operating platform and can handle and settle any
type of investments. He also noted they are unique in the fact that they have acquired many businesses
but have not changed their name.

Porta reported they are based in Chicago and have 182 public fund clients with approximately $790
billion in assets under custody. He reviewed a representative list of public fund clients noting they
have brought in 20 new clients in the past 3 years and lost 2 during that same time period. He
discussed their commitment to technology and how critical it is. He reviewed their strategy noting
they have 3 core values that are personalized for clients, build leading capabilities, and maximizes the
protection of data. He noted all employees go through extensive training including cybersecurity
training. He reported they have a subsidiary in Silicon Valley which has enabled them to capitalize on
new technology innovations. They have created an innovation lab and an on-board dashboard which is
a disciplined approach to making sure that it is a very smooth transition.

Stevenson reviewed her background and noted she will be our client services representative. She
reviewed the 4 main components of the client servicing team including senior management,
relationship management, servicing team, and core custody functions and noted the roles and
responsibilities are overlapped. She reviewed alternative assets noting they have a dedicated team
with over 400 clients. She also reviewed capital call administration. She reviewed the transition team,
operations team, reporting team and audit team.

Gonsch reviewed the tools used to monitor performance and the portfolios for over 800 clients.

Pigeon was no longer present for subsequent discussion and voting.

10.

11.

Gonsch reviewed her background noting she has been with Northern Trust for 29 years and have
transition 26 clients from State Street Bank and Trust. She reviewed the process for a successful
transition noting communication is very important. Having clients that are willing and able to provide
what they need in a timely manner is also very important.

It was M/S/C to authorize the CEO to execute a contract with Northern Trust for Master Custodian
subject to satisfactory legal review. (Yes: Holcombe, Kroll, Kwon, MacDonald, Phillips, Smithey and
Watts)

Consider and take possible action to add a meeting on November 28, 2018 and to cancel the
meeting on November 20, 2018

It was M/S/C to add a meeting on November 28, 2018 and to cancel the meeting on November 20,
2018. (Yes: Holcombe, Kroll, Kwon, MacDonald, Phillips, Smithey and Watts)

Consider and take possible action on Board meeting schedule for 2019

A Motion was made to accept the Board meeting schedule for 2019. Trustee Watts suggested moving
the November meeting to November 20, 2019, the week after Thanksgiving. An amended motion was
M/S/C to accept the Board meeting schedule for 2019 with the second meeting in November changed
to November 20, 2019. (Yes: Holcombe, Kroll, Kwon, MacDonald, Phillips, Smithey and Watts)
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12. Consider authorizing the attendance of Board:

13.

a.

It was M/S/C to authorize the attendance of two Board members at the Board & Audit Committee
Compliance Conference, SCCE, February 18-19, 2019, Scottsdale, AZ. (Yes: Holcombe, Kroll,
Kwon, MacDonald, Phillips, Smithey and Watts)

There was no action taken on this item. Advanced Principles of Pension Management for
Trustees, CALAPRS, March 27-29, 2019, Los Angeles, CA.

Miscellaneous

()

(®)

©)

Staff Report —

Strohl gave an update on the exterior building renovations and noted the results from a brief
employee survey regarding office space shows that location was ranked the most important factor
followed by parking.

Outside Professionals’ Report -

None

Trustees’ comments —

Watts reported he and Telles attended the Torchlight Annual Investment Conference and felt it
was well done.

Smithey reported there is an Audit Committee meeting after the Board meeting.

It was M/S/C to adjourn the meeting. (Yes: Holcombe, Kroll, Kwon, MacDonald, Phillips, Smithey and

Watts)

Todd Smithey, Chairman David MacDonald, Secretary
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Items requiring Board Action

A

B'

Cl

Certifications of Membership — see list and classification forms.

Service and Disability Retirement Allowances:

Name Number
Adu-Poku, Queen 70183
Anderson, Christian 68506
Bazan, Flor 71913
Bittenbender, Lauri 78993
Granger, Lucia 55418
Heinemann, Corrienne 62652
Ley, Maria 57244
McDonald, Diana 21978
Murphy, Michael D7274
Nightingale, Jay D3406
Nikanjam, Shahla 45438
Pedersen, John 40405
Peterson, Lula 64329
Rushing, Roger 68080
Schreeder, Teresa 52002
Sengsouvang, Phai 54925
Smith, Andrew 52843
State, Florica 61723
Stout, Carolyn 67559
Vassallo, Thea D3406
Verigin, Elizabeth 44325
Williams, John 56361

Effective Option
Date Type
08/17/18 SR
07/24/18 SR
08/13/18 SR
09/01/18 SR
08/01/18 SR
08/31/18 SR
08/08/18 SR
08/06/18 SR
03/08/18 SCD
08/31/18 SR
08/07/18 SR
01/06/17 SR
08/01/18 SR
07/25/18 SR
08/31/18 SR
08/08/18 SR
08/01/18 SR
08/01/18 SR
08/01/18 SR
08/18/18 SR
08/01/18 SR
08/21/18 SR

Agenda ltem
#5

December 12, 2018

Tier Selected
Tier III Unmodified
Tier III Unmodified
Tier III Unmodified

Pepra 5.3 Unmodified

Tier IT and III Option 1
Tier IT and III Unmodified

Tier III Unmodified
Tier III Unmodified
Safety A Unmodified
Tier I Option 4
Tier I and II Unmodified
Tier II Unmodified
Tier III Unmodified
Tier III Option 1
Tier III Unmodified
Tier IT and III Unmodified
Safety A Unmodified
Tier III Unmodified
Tier III Unmodified
Tier I Unmodified
Tier III Unmodified

Tier II and III Unmaodified

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

Name Number

Brown, John 67033

Marshall, Peter 44107
Option Type

MSF = Non-Specified
SCD = Service Connected Disability
SR = Service Retirement

MSCD = Non-Service Caonnected Disability

* = County Advance
Selected wfoption

Filed Type
11/09/18 SCD
11/30/18 SCD

=
I
1]

I=TierI
O=Tier I
I = Tier I
Sia = Safety Tier A
S/C = Safety Tier C

Fepra 4.2 = Fepra Tier 4 {25 COL&}
Pepra 4.3 = Pepra Tier 4 {3% COLA}
Fepra 5.2 = Pepra Tier 5 (2% COLA}
Pepra 5.3 = FPepra Tier 5 {3% COLAY
S/D = Pepra Safety Tier D
S{E = Pepra Safety Tier E



CONTRA COSTA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

BOARD OF RETIREMENT

Page 2 December 12, 2018
Name Number Filed Type
Todd, Timothy 51633 11/08/18 NSCD
Upton, Aery 57133 10/31/18 SCD/NSCD
D.
Deaths:
Name Date of Death Employer as of Date of Death
Kimball, Dean 10/24/18 Contra Costa County
Mann, Irma 10/15/18 Contra Costa County
O'Leary, Willa 09/18/18  Contra Costa County
Pascalli, Lewis 10/22/18 Contra Costa County
Pino, Edith 11/02/18  Beneficiary
Ponce, Deanna 11/16/18  Contra Costa County
Posner, Casianita 10/15/18 Contra Costa County
Sharrar, Mary 11/08/18  Beneficiary
Squire, Griffith 11/12/18 Contra Costa County
Valencia, Edward 10/07/18  Contra Costa County
Walmsley, Beverly 10/18/18  Stege Sanitary District
Wright, Benton 11/02/18 Contra Costa Fire District
Option Type Tier
NSF = Hon-Specified I=TierI Fepra 4.2 = Fepra Tier 4 {2% COLA}
SCD = Service Connected Disability O=Tier I Fepra 4.3 = Pepra Tier 4 {3% COLA}
SR = Service Retirement IO = Tier I Fepra 5.2 = Pepra Tier 5 {2% COLA}
NSCD = Non-Service Connected Disability Si4 = Safety Tier & Fepra 5.3 = Pepra Tier 5 {3% COLA}
* = County Advance S/C = Safety Tier C SiD = Pepra Safety Tier D

Selected wioption S/E = Pepra Safety Tier E



Meeting Date

12/12/18
CERTIFICATION OF MEMBERSHIPS Agenda Item
#5a.
Employee Membership
Name Number Tier Date Employer
Achike, Ifeoma 87358 P5.2 10/01/18 |Contra Costa County
Allen, Leslie 87363 P5.2 10/01/18 |Contra Costa County
Aquino, Kristynn 87365 P5.2 10/01/18 |Contra Costa County
Bagalso, Nolan 87110 P5.2 10/01/18  |Contra Costa County
Ballati, Renata 87189 P5.2 10/01/18  |Contra Costa County
Baltazar, Marilia 87312 P52 10/01/18  |Contra Costa County
Bravo, Lluvia 87448 P5.2 10/01/18 - |Contra Costa County
Brooks, April 9500 P5.3 10/01/18 |Contra Costa County Superior Courts
Carter, Marion 87449 P5.2 10/01/18 |Contra Costa County
Chavez, Angelina 86556 P52 10/01/18  |Contra Costa County
Chiu, Dylan 87338 P5.2 10/01/18 |Contra Costa County
Conduracki, John 87402 P5.2 10/01/18  |Contra Costa County
d'Angelo, Dana 87444 P5.2 10/01/18 |Contra Costa County
Dixon, Serena 87399 P5.2 10/01/18  |Contra Costa County
Ellington, Aaron 9500 P5.3 10/01/18  |Contra Costa County Superior Courts
Escalante, Richard 87441 P5.2 10/01/18 |Contra Costa County
Fierro, Cecilia 82111 P5.2 10/01/18 |Contra Costa County
Flores, Vanessa 87416 P5.2 10/01/18 |Contra Costa County
Gadek, Molly 87433 P5.2 10/01/18  |Contra Costa County
George Jr., William 81577 P5.2 10/01/18 |Contra Costa County
Gonzalez, Cecilia 9500 P5.3 10/01/18  |Contra Costa County Superior Courts
Gonzalez, Salma 87405 P5.2 10/01/18 |Contra Costa County
Harkness, Jacqueline 9500 P5.3 10/01/18  |Contra Costa County Superior Courts
Hernandez, Mercy 86476 P5.2 10/01/18 |Contra Costa County
Herrman, DeWayne 87459 S/E 10/01/18  |Contra Costa County
Hoag, Alvina 87424 P5.2 10/01/18  |Contra Costa County
Holman, Vanessa 87423 P5.2 10/01/18  |Contra Costa County
Kaiser, Rocky 86175 P5.2 10/01/18 |Contra Costa County
Kakar, Omar 87398 P5.2 10/01/18 |Contra Costa County
Kasper, Olga 87282 P5.2 10/01/18  |Contra Costa County
Katz, Rebecca 86263 P5.2 10/01/18  |Contra Costa County
Kohl, Gena 87447 P5.2 10/01/18  |Contra Costa County
Lai, Shelly 86407 P5.2 10/01/18  |Contra Costa County .
Lavender, Benjamin 3406 P4.3 10/01/18  [Central Contra Costa Sanitary District
Leffel, Ronny 87289 P5.2 10/01/18 |Contra Costa County
Love, Charles 87107 P5.2 10/01/18 |Contra Costa County
Lynch, Shana 87369 P5.2 10/01/18  |Contra Costa County
Malinowski, John 87387 P5.2 10/01/18 |Contra Costa County
Malone, Laura 87379 P5.2 10/01/18  |Contra Costa County
Mesa, Rene 87364 P5.2 10/01/18  |Contra Costa County
Key:
I="Tierl P4.2 = PEPRA Tier 4 (2% COLA) S/A = Safety Tier A

11 = Tier 11

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

S/C = Safety Tier C

111 = Tier I

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

S/D = Safety Tier D

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

S/E = Safety Tier E
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CERTIFICATION OF MEMBERSHIPS

Employee Membership
Name Number Tier Date Employer
Mitchell, Nicole 87406 P5.2 10/01/18 |Contra Costa County
Nabeta, Daryn 87463 P4.3 10/01/18  |First 5 Contra Costa
Naghshineh, Morvarid 86761 P5.2 10/01/18  |Contra Costa County
Oliver, Michael 84922 | P52 | 10/01/18 |[Contra Costa County
Panugaling, Ronimar Jessicacris 84394 P5.2 10/01/18  |Contra Costa County
Pargett, Annette 87432 P5.2 10/01/18 |Contra Costa County
Persaud, Joshua 87431 P5.2 10/01/18  |Contra Costa County
Pica, Teya 87435 P5.2 10/01/18 |Contra Costa County
Price, Rachael 87410 P5.2 10/01/18 |Contra Costa County
Ramamurthy, Heather 3406 P4.3 10/01/18  |Central Contra Costa Sanitary District
Rensen, Julie 84406 P5.2 10/01/18 |Contra Costa County
Ries, Amanda 87393 P5.2 10/01/18 |Contra Costa County
Rivera, Gilbert 83813 P5.2 10/01/18  |Contra Costa County
Rivera, Troy 86507 P5.2 10/01/18 [Contra Costa County
Rodriguez, Janet 87313 P5.2 10/01/18 |Contra Costa County
Rubio, Jennifer 87413 P5.2 10/01/18 |Contra Costa County
Saulog, Christopher 84600 P5.2 10/01/18  |Contra Costa County
Serrano, Michael 86651 | P52 | 10/01/18 |Contra Costa County ‘
Shah, Deepq 9500 P5.3 10/01/18 |Contra Costa County Superior Courts
Shirley, Carolyn 85224 P52 10/01/18  |Contra Costa County
Smith, Nikkole 87407 P5.2 10/01/18  |Contra Costa County
Spencer, RaJenai 80378 P5.2 10/01/18  |Contra Costa County
Sterne, Nathalie 87430 P5.2 10/01/18 |Contra Costa County
Stokes, Michael 46636 P52 10/01/18 |Contra Costa County
Takano, Glenn 87461 P5.2 10/01/18  |Contra Costa County
Thomas, Ileia 83579 P5.2 10/01/18 |Contra Costa County
Toms, Danielle 87414 P5.2 10/01/18 |Contra Costa County
Tran, Angela 87404 P5.2 10/01/18 |Contra Costa County
Turner, Tasia 87395 P5.2 10/01/18 |Contra Costa County
Vergara, Acela 85290 P5.2 10/01/18 |Contra Costa County
Walls, Kandice 4980 P4.3 10/01/18 |CCCERA
Washington, Rozalynn 87415 P5.2 10/01/18  |Contra Costa County
Watson, Michael 87439 P5.2 10/01/18 |Contra Costa County
Wheat, Sharronda 87420 P5.2 10/01/18  |Contra Costa County
Young, Emi 83812 P5.2 10/01/18  |Contra Costa County
Key:
I=Tierl P4.2 = PEPRA Tier 4 (2% COLA) S/A = Safety Tier A

Il = Tier Il

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

S/C = Safety Tier C

11T = Tier 111

P5.2 = PEPRA Tier 5 2% COLA)

S/D = Safety Tier D

P5.3 = PEPRA Tier § (3% COLA)

S/E = Safety Tier E
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TIER CHANGES

Employee | Old |New | Effective
Name Number | Tier | Tier Date Employer Reason for Change
Andrade, Daniel 80813 S/D | S/A| 11/01/14 |[Contra Costa County Fire Protection District Recip in Age & Tier Change
Chulick, David 9500 P53 I 06/01/18 |Contra Costa County Superior Courts Recip in Age & Tier Change
Clay, Brandon 7830 S/D | S/A| 09/01/18 |San Ramon Valley Fire Protection District Recip in Age & Tier Change
George, Andrey 84676 | P5.2|P4.2| 10/01/18 [Contra Costa County Fire Protection District | Transfer Employers
Martin, Mathew 7830 S/D | S/A| 09/01/18 [San Ramon Valley Fire Protection District Recip in Age & Tier Change
Reyes, Paul 87061 P5.2| TIT | 08/01/18 |Contra Costa County Recip in Age & Tier Change
Simas, Christina 73964 | P52 III | 09/01/18 |Contra Costa County Recip in Age & Tier Change
Key:

I =Tierl P4.2 = PEPRA Tier 4 (2% COLA) S/A = Safety Tier A

1 = Tier II P4.3 = PEPRA Tier 4 (3% COLA) S/C = Safety Tier C

IIT = Tier IH1  1P5.2 = PEPRA Tier 5§ 2% COLA) S/D = Safety Tier D

P5.3 = PEPRA Tier 5 (3% COLA) S/E = Safety Tier E
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Asset Allocation as of October 31, 2018

Contra Costa County Employees' Retirement Association

Meeting Date

12/12/18
Agenda Item

#5e.
Market Percentage  Phase 3 Target Phase 3 Long Term Long Term
Liquidity Value of Total Fund Percentage Over/(Under) Target Over/(Under)
Insight 916,701,070 10.9% 12.0% -1.1%
Sit 520,711,659 6.2% 5.5% 0.7%
Dimensional Fund Advisors 429,235,234 5.1% 5.5% -04%
[Total Liquidity 1,866,647,963 22.2% 23.0% -0.8% 23.0% -0.8%
Range
16% - 28%
Growth
Domestic Equity
Boston Partners 289,692,973 34% 3.0% 0.4%
Jackson Square 313,095,208 3.7% 3.0% 0.7%
BlackRock Index Fund 123,171,363 15% 1.0% 0.5%
Emerald Advisors 217,293,724 2.6% 2.0% 0.6%
Ceredex 189,864,252 2.3% 2.0% 0.3%
Total Domestic Equity 1,133,117,521 13.5% 11.0% 2.5% 5.0% 8.5%
Global & International Equity
Pyrford (BMO) 432,565,395 5.1% 5.5% -04%
William Blair 435,712,787 5.2% 5.5% -0.3%
First Eagle 348,068,819 4.1% 4.0% 0.1%
Artisan Global Opportunities 367,895,195 4.4% 4.0% 0.4%
PIMCO/RAE Emerging Markets 321,484,081 3.8% 4.0% -0.2%
TT Emerging Markets 290,892,205 3.5% 4.0% -0.5%
Total Global & International Equity 2,196,618,482 26.1% 27.0% -0.9% 24.0% 2.1%
Private Equity 951,020,311 11.3% 10.0% 1.3% 11.0% 0.3%
Private Credit 274,256,547 3.3% 4.0% -0.7% 12.0% -8.7%
Real Estate - Value Add 182,558,839 22% 5.0% -2.8% 5.0% -2.8%
Real Estate - Opportunistic & Distressed 465,682,978 5.5% 4.0% 1.5% 4.0% 15%
Real Estate - REIT (Adelante) 65,758,183 0.8% 1.0% -0.2% 1.0% -02%
High Yield (Allianz) 341,952,459 41% 2.0% 2.1% 0.0% 4.1%
Risk Parity 0 0.0% 5.0% -5.0% 5.0% -5.0%
Total Other Growth Assets 2,281,229,316 27.2% 31.0% -3.8% 38.0% -10.8%
|Total Growth Assets | 5,610,965,319 66.8% | 69.0% -2.2% 67.0% | -02% |
Range
60% - 80%
Risk Diversifying
AFL-CIO 312,316,361 3.7% 3.5% 0.2% 3.0% 0.7%
Parametric Defensive Equity 197,591,758 2.4% 2.5% -0.1% 3.5% -1.1%
Wellington Real Total Return 180,828,872 2.2% 2.0% 0.2% 3.5% -1.3%
| Total Risk Diversifying 690,736,991 8.2% 8.0% 0.2% 10.0% -1.8%
Range
0% - 10%
Cash and Overlay
Overlay (Parametric) 26,847,282 0.3% 0.3%
Cash 204,874,865 24% 24%
|Total Cash and Overlay 231,722,147 2.8% 0.0% 2.8% 0.0% 2.8%
|Total Fund [ 8,400,072,420 | 100% [ 100% | 0% 100% | 0% |

*Phase 3 targets and ranges reflect Phase 3 asset allocation targets accepted by the Board on June 27, 2018 (BOR Resolution 2018-2)




Private Market Investments

As of October 31, 2018
REAL ESTATE - Value Add Inception Target # of Discretion New Target Funding Market % of Outstanding
Date Termination Extension by GP/LP Termination Commitment Value Total Asset Commitment
Invesco IREF II 05/30/07 12/31/15 in full fig. 85,000,000 444,000 0.01%
Invesco IREF Il 08/01/13 08/01/20 35,000,000 13,631,891 0.16% 2,613,576
Invesco IREF IV 12/01/14 12/01/21 35,000,000 26,199,426 0.31% 5,191,261
Invesco IREF V 09/11/18 09/11/25 75,000,000 0.00% 75,000,000
Long Wharf FREG IV 08/14/13 09/30/21 25,000,000 13,540,606 0.16%
Long Wharf FREG V 10/31/16 09/30/24 50,000,000 44,573,914 0.53% 6,215,012
LaSalle Income & Growth Fund VI 01/31/12 01/31/19 75,000,000 31,047,000 0.37% 3,946,000
LaSalle Income & Growth Fund VIl 10/31/16 09/30/24 75,000,000 53,122,002 0.63% 20,333,878
580,000,000 182,558,839 2.17% 113,299,727
(o] di 113,299,727
Total 295,858,565
REAL ESTATE -Opportunistic & Distressed Inception Target # of Discretion New Target Funding Market % of Outstanding
Date Termination Extension by GP/LP Termination Commitment Value Total Asset Commitment
DLI Real Estate Capital Partners, L.P. Il 06/30/05 06/30/14 in full lig. 75,000,000 23,160,899 0.28% 4,031,338
DU Real Estate Capital Partners, L.P. IV 12/31/07 09/30/18 100,000,000 91,523,074 1.09% 4,539,736
DU Real Estate Capital Partners, L.P. V 07/31/13 12/31/22 75,000,000 41,114,961 0.49% 32,513,179
Oaktree Real Estate Opportunities Fund V 02/01/11 02/01/21 50,000,000 5,899,329 0.07% 25,750,000
Oaktree Real Estate Opportunities Fund VI 09/30/13 09/30/20 80,000,000 43,041,789 0.51% 18,400,000
Oaktree Real Estate Opportunities Fund VII 02/28/15 02/28/23 65,000,000 32,431,467 0.39% 38,870,000
Siguler Guff Distressed Real Estate Opp. Fund 07/30/11 07/30/22 75,000,000 47,273,498 0.56% 5,625,000
Siguler Guff Distressed Real Estate Opp. Fund 1| 08/31/13 08/31/25 70,000,000 53,546,748 0.64% 11,515,000
Siguler Guff Distressed Real Estate Opp. 1l Co-Inv 01/31/16 10/31/25 25,000,000 23,794,281 0.28% 5,149,638
Paulson Real Estate Fund Il 11/10/13 11/10/20 20,000,000 20,776,630 0.25% 654,377
Angelo Gordon Realty Fund VIl 12/31/11 12/31/18 80,000,000 27,226,305 0.32% 12,334,302
Angelo Gordon Realty Fund IX 10/10/14 10/10/22 65,000,000, 55,893,997 0.67% 16,997,500
780,000,000 465,682,978 5.54% 176,380,070
o ding 176,380,070
Total 642,063,048
PRIVATE CREDIT Tnception Target Fof Discretion | New Target Funding Market % of Outstanding |
Date Termination Extension by GP/LP Termination Commitment Value Total Asset Commitment
Torchlight Debt Opportunity Fund il 09/28/06 09/30/16 in full lig. 128,000,000 14,268,286 0.17%
Torchlight Debt Opportunity Fund IlI 09/30/08 06/30/16 2nd 1 YR LP 06/30/18 75,000,000 495,635 0.01%
Torchlight Debt Opportunity Fund IV 08/01/12 08/30/20 60,000,000 25,828,027 0.31%
Torchlight Debt Opportunity Fund V 12/31/14 09/17/22 75,000,000 54,318,706 0.65% 30,000,000
Angelo Gordon Energy Credit Opportunities 09/10/15 09/10/20 16,500,000 6,658,018 0.08%
CCCERA StepStone 12/01/17 11/30/27 590,000,000 172,687,876 2.06% 419,184,787
944,500,000 274,256,547 3.26% 449,184,787
(o] ding 449,184,787
Total 723,441,334



Private Market Investments
As of October 31, 2018

PRIVATE EQUITY Inception Target # of Discretion New Target Funding Market % of Outstanding
Date Termination Extension by GP/LP Terminati Ci i t Value Total Asset Commitment
Adams Street Partners 12/22/95 12/22/25 269,565,614 149,490,243 1.78% 36,645,080
Adams Street Secondary Ii 12/31/08 12/31/20 30,000,000 9,211,830 0.11% 1,635,000
Adams Street Secondary V 10/31/12 10/31/22 40,000,000 23,119,628 0.28% 9,388,100
Adams Street Venture Innovation Fund 03/09/16| 03/09/28| 75,000,000 18,825,407 0.22% 55,087,500
AE Industrial Partners Fund Il 05/18/18| 05/18/28I 35,000,000 0.00% 35,000,000
Bay Area Equity Fund 06/14/04 12/31/14 2nd 2 YR LP 12/31/2017 10,000,000 2,892,127 0.03%
Bay Area Equity Fund Il 2/29/09 12/31/19 10,000,000 11,260,076 0.13%
Carpenter Community BancFund 10/31/09 10/31/19 30,000,000 0.00% 904,309
EIF USPF | 11/08/02, 11/08/15) in full lig. LP 11/08/15 30,000,000 55,209 0.00%
EIF USPF Il 06/15/05| 06/15/15 3rd1YR LP 06/15/18 50,000,000 18,815,276 0.22%
EIF USPF 11} 02/28/07| 02/28/17 1st1YR LP 02/28/18 65,000,000 22,927,430 0.27%
EIF USPF IV 06/28/10| 06/28/20, 50,000,000 44,860,695 0.53% 4,120,704
Ares EIF V 09/09/15 11/19/25 50,000,000 32,902,403 0.39% 16,760,366
Oaktree Private Investment Fund 2009 02/28/10| 12/15/19 40,000,000 9,436,522 0.24% 6,308,961
Ocean Avenue Fund Ii 05/07/14 05/07/24 30,000,000 27,935,083 0.33% 6,600,000
Ocean Avenue Fund Il 12/09/15 12/09/25 50,000,000 32,142,680 0.07% 22,000,000
Paladin Ill 08/15/08| 08/15/18, 25,000,000 23,044,678 0.27% 600,715
Pathway 11/09/98 05/31/21 125,000,000 22,903,335 0.27% 11,185,659
Pathway 2008 12/26/08 12/26/23 30,000,000 22,384,284 0.27% 3,759,646
Pathway 6 05/24/11] 05/24/26| 40,000,000 37,473,582 0.45% 5,818,466
Pathway 7 02/07/13 02/07/23 70,000,000 63,213,905 0.75% 13,717,133
Pathway 8 11/23/15 11/23/25 50,000,000 34,593,995 0.41% 20,872,429
Siguler Guff CCCERA Opportunities 06/03/14 05/31/25 200,000,000 157,780,089 1.88% 71,236,087
Siguler Guff Secondary Opportunities 12/31/16 12/31/26| 50,000,000 17,855,766 0.21% 46,828,811
Siris Partners 1V 05/18/184 05/18/28| 35,000,000 0.00% 35,000,000
Real Assets
Aether Il & Iil Surplus 11/30/13 11/30/20 75,000,000 81,255,235 0.97% 11,516,548
Aether IV 01/01/16 01/01/28| 50,000,000 26,728,405 0.32% 26,328,058
Commonfund Capital Natural Resources IX 06/30/13 06/30/20 50,000,000 48,489,393 0.58% 7,600,003
Wastewater Opportunity Fund 12/31/15 11/30/22 25,000,000 11,423,036 0.14% 11,584,161
1,704,565,614 951,020,311 11.14% 460,497,736
Outstanding Commitments 460,497,736
Total 1,411,518,047

Market value equals the most recent reported net asset value, plus capital calls after net asset value date, less distributions after net asset value date.
The Target Termination column is the beginning of liquidation of the fund, however, some funds may be extended for an additional two or three years.
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Liquidity Report — October 2018

October 2018 Performance

Meeting Date

12/12/18
Agenda Item

#5f.

Cash Flow Coverage Ratio
Benefit Cash Flow Projected by Model $38,500,000
Liquidity Sub-Portfolio Cash Flow $38,500,000
Actual Benefits Paid $38,648,387
Next Month’s Projected Benefit Payment 538,750,000

Monthly Manager Positioning — October 2018

Market Value

Beginning Market | Liquidity Program Endin
: Vaﬁxe | Casl‘: FIovgv Change'/ 0 ther Market Vgalue
Activity
Sit $521,745,670 ($1,250,000) $215,989 $520,711,659
DFA $442,518,917 (513,250,000} (533,683) $429,235,234
Insight $940,109,107 ($24,000,000) $591,963 $916,701,070
Liquidity $1,904,373,694 ($38,500,000) $774,269 $1,866,647,963
Cash $213,868,717 (5148,387) (58,845,465) $204,874,865
Liquidity + Cash $2,118,242,411 ($38,648,387) (58,071,196) $2,071,522,828

Functional Roles

Manager | Portfolio Characteristics Liquidity Contribution

Sit High quality portfolio of small balance, Pays out net income on monthly basis.
government guaranteed mortgages
with higher yields.

DFA High quality, short duration portfolio of | Pays out a pre-determined monthly amount. DFA
liquid, low volatility characteristics. sources liquidity from across their portfolio.

Insight Buy and maintain (limited trading) Completion portfolio makes a payment through net
portfolio of high quality, short duration, | income and bond maturities that bridges the gap
primarily corporates. between other managers and projected payment.

Cash STIF account at custodial bank. Buffer in the event of any Liquidity shortfall/excess.

Notes

The October cash flow from the liquidity program for 2018 was completed on October 237, The actuarial model
nearly matched the actual experience, producing $148 thousand less than the actual benefits paid.




Cash Flow Structure
The chart below shows the sources of cash flow for the next several years of CCCERA’s projected benefit payments.

This table will change slightly as the model is tweaked and as the portfolios receive new rounds of funding each July
as part of the Annual Funding Plan.

Dollar Investment by Cashflow Period
Current & Future Investimentis
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MEMORANDUM

Date: December 12, 2018
To: CCCERA Board of Retirement
From: Gail Strohl, Chief Executive Officer

Subject: Consider and take possible action to authorize the CEO to execute a contract with
Cheiron for actuarial auditing services.

Background

In 2008, CCCERA engaged Milliman to provide actuarial audit services. Milliman has
completed actuarial audits in 2008 and 2014 for actuarial valuation reports ending December 31,
2007 and December 31, 2012, respectively. Board policy mandates an actuarial audit be
completed every five years, or as otherwise requested by the Board. (See CCCERA’s
Professional Consultant Evaluation Policy.)

On September 26, 2018, the Board approved the issuance of a RFP for actuarial consulting and
actuarial audit services. The RFP was issued on September 28, 2018. Cheiron and Milliman
responded for consideration of actuarial audit services.

The evaluation committee, comprised of the CEO, Deputy CEO and Accounting Manager,
reviewed the two proposals to determine which firm most closely met or exceeded the
requirements as set forth in the RFP. The committee conducted interviews with both firms,
discussing the proposed team and pertinent qualifications and experience. It was determined that
Cheiron is the selected finalist.

Amongst the other qualifications, Cheiron is the valuation actuary for six of the twenty 1937 Act
retirement systems and has performed actuarial audits with nine of the twenty systems. The
proposed team is William Hallmark, ASA, FCA, MAAA, EA, Anne Harper, FSA, MAAA, EA,
and Graham Schmidt, ASA, FCA, MAAA, EA, as co-lead consulting actuaries.

The scope of the work required are audits of the 2017 annual valuation report, 2012-2014
triennial experience and assumptions study and 2017 GASB 68 financial statement disclosure
reporting. Cheiron’s proposed costs for these services is $85,000.

Recommendation

Consider and take possible action to authorize the CEO to execute a contract with Cheiron for
actuarial auditing services.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.521.3969 www.cccera.org


www.cccera.org

Meeting Date
12/12/18

CONTRA Aqenda Iltem
costa (O :ERA #11
COUI\VFY

Emp oyees Retirement Association

MEMORANDUM

Date: December 12, 2018
To: Board of Retirement
From: Wrally Dutkiewicz

Compliance Officer

Subject: Final Employer Audit Report Dated November 30, 2018 —
Moraga-Orinda Fire District

Background:

Between April and July 2018 an employer audit was performed on the Moraga-Orinda Fire
District (MOFD). An onsite review was performed at the MOFD office on May 14, 2018.

The employer audit scope items include the following:

e Accuracy of Payroll Information Provided to CCCERA;

e Salaries In Accordance with Publicly Available Pay Schedules;

e Enrollment of All Eligible Employees;

e Pension Benefit Review;

e Internal Revenue Code 415 Limits;

e Retiree Return to Work Monitoring; and

e Forfeiture of Benefits Earned or Accrued from the Commission of a Felony.

Follow Up Items:

The following items were noted in the final audit report requiring follow up action by the
employer. The employer provided a response to the follow up items noted in the report dated
August 23, 2018 to the Preliminary Audit Report and further amended and clarified responses
on October 8, 2018 and November 29, 2018 respectively for the Final Audit Report. The final
audit transmittal letter dated November 30, 2018 indicated those items that requires further
follow up by the District.



Final Employer Audit Report
Dated November 30, 2018
Moraga-Orinda Fire District

BOR Meeting December 12, 2018
Page 2 of 3

Follow Up Action Items:

1. Pensionable Compensation and Contribution Reporting: CCCERA provides the
following recommendations:

i.  Setting up a meeting between CCCERA’s Member Services Department and
MOFD’s administrative staff to review the input file format and information
reported. Specifically, MOFD must report demographic changes including new
hires, terminations, name changes, address changes, position changes,
bargaining unit changes and leaves of absence. For leaves of absence it must
be specified whether the leaves are contributing or non-contributing by
entering the appropriate reason code in the 129 input file. Note that CCCERA’s
Participating Employer Handbook which covers these items is available on
CCCERA'’s website!.

ii.  Providing an 129 file to add current job codes and titles for the eighteen (18)
employees who do not have data in these fields in CCCERA’s pension
administration system. In addition, the file should include termination
information for the five (5) employees identified as terminated that are still
shown as active in CPAS, a name change transaction for the identified
employee and updated position data for the employees identified in the salary
review. Furthermore, it is recommended that all demographic data for active
employees be reviewed and submitted since the audit was limited to data
submissions between January 1, 2016 and June 30, 2018.

iii.  Review the reporting of vacation buy-backs and terminal pay items reported
under V07 and V08 until the end of 2015. Was there a change in MOFD’s
administrative policy or the MOUs that caused the reporting of these pay types
to come to an end? Please review the applicable MOU’s and vacation buy-
back provisions and clarify how the vacation buy-back program is
administered in consideration of CCCERA’s Compensation Earnable Policy.

District Response:

! https://www.cccera.org/employers

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.521.3969 www.cccera.org
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Final Employer Audit Report
Dated November 30, 2018
Moraga-Orinda Fire District

BOR Meeting December 12, 2018
Page 3 of 3

District Response:

The District attended a follow-up meeting with CCCERA on September 19, 2018. The District
is in the process of updating the 129 file and will submit an updated 129 file to CCCERA as
soon as the update is complete.

In 2014, the District eliminated vacation buy-back benefits for all employees except two. The
District appreciates the Employer Audit and has incorporated the District’s responses into the
Employer Audit report. None of the items noted have resulted in any adverse financial
implications to District financial information and are not deemed to be material weaknesses.

CCCERA Compliance Response:
1. As of November 16, 2018 CCCERA did not receive an updated 129 file. An updated
129 file is to be submitted to address the observation that demographic information
including employee position titles in order for the member records to be updated in
CCCERA'’s pension administration system.

2. ltis acknowledged that the district eliminated the vacation buy-back benefit for all
employees with the exception of two which were the basis of the observation noted
during the audit.

3. The audit of the District was conducted pursuant to Government Code Section 31543
Audit of County or District by Board which states “The board may audit a county or
district to determine the correctness of retirement benefits, reportable compensation,
and enrollment in, and reinstatement to, the system. During an audit, the board may
require a county or district to provide information, or make available for examination
or copying at a specified time and place, books, papers, data, or records, including,
but not limited to, personnel and payroll records, as deemed necessary by the board.
(Added by Stats. 2012, Ch. 296 (4B 340), Sec. 31)”

CCCERA reviewed the District’s response and cannot attest to the District’s assertion
as the scope of the audit as provided for under Government Code Section 31543 did
not include the audit of the District’s financial information. The focus of the scope of
the audit was on the member information reported by the District to CCCERA.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.521.3969 www.cccera.org
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November 30, 2018

Dave Winnacker

Fire Chief

Moraga-Orinda Fire District
1280 Moraga Way

Moraga, CA 94556

Re: Final Audit Report — Moraga-Orinda Fire District (MOFD) Pensionable Compensation,
Contribution and Reporting Audit

Dear Chief Winnacker,

Enclosed you will find our final audit report for the Moraga-Orinda Fire District. The District’s
written responses have been included within the report along with CCCERA Compliance
responses. The items below indicates the follow up action items noted in the report:

1. Accuracy of Input Files — 129 Reports: The District’s response indicated that it agrees
and will correct the noted omission of member data as indicated in the report. The
District advised that it will send an updated 129 file. The District will coordinate with
CCCERA’s Member Services department to ensure that member data has been updated
within 120 days of the date of this report.

2. Payroll Reporting — Employee Contribution Reporting Timeliness: CCCERA
Compliance concurs with the District response and that the District will report
employee pensionable compensation and contributions timely as specified under Board
of Retirement Regulations I'V. Contributions and Reporting, 2. Due Dates.

i CCCERA
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Moraga-Orinda Fire District

I would like to thank the District staff for their time and cooperation during the audit process.
Their assistance allowed CCCERA Compliance staff to perform the review in a timely and
efficient manner. Staff appreciated the collaborative manner in which information was
exchanged between the District and CCCERA Compliance Staff.

The Final Employer Audit Report is scheduled to be submitted to the CCCERA Board of
Retirement at its December 12, 2018 meeting. Should you wish to discuss or have any questions

regarding the items reviewed and the observations contained within this report, please contact me
at 925-521-3960.

Best regards,

Wrally Dutkiewicz
Compliance Officer

Cc: Gloriann Sasser, Administrative Services Director

L CCOERA
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Moraga-Orinda Fire District

Preliminary Audit Transmittal Letter
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Employees” Retirement Association

August 15,2018

Dave Winnacker

Fire Chief

Moraga-Orinda Fire District
1280 Moraga Way

Moraga, CA 94556

Re: Preliminary Report — Moraga-Orinda Fire District (MOFD) Pensionable Compensation,
Contribution and Reporting Audit

Dear Chief Winnacker,

Enclosed is the preliminary audit report of the Moraga-Orinda Fire District (MOFD) pensionable
compensation, contribution and reporting audit, conducted pursuant to Government Code
Section 31543. I want to thank you and all MOFD staff for their assistance in gathering all the
records and documents and making them readily available during this audit. This cooperation
was greatly appreciated and allowed for the audit to be completed in an efficient manner.

The Preliminary Audit Report is enclosed for your review. I would direct your attention to the
“Observations” and “Follow-Up Items” sections of the report. A written response from MOFD
pertaining to the “Follow-Up Items” indicated in the report should be sent to CCCERA within
four weeks of the date noted on the report. This response will be included in the “Final Report”
which will be submitted to CCCERA’s Board of Retirement.
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Moraga-Orinda Fire District

In addition, I would like to extend my gratitude to MOFD’s payroll and human resources staff
and the courtesy that they extended to CCCERA compliance staff during the review. Should you
wish to discuss or have any questions regarding the items reviewed and the observations
contained within this report, please contact me at 925-521-3960.

Best regards,

Wrally Dutkiewicz
Compliance Officer

Cc: Gloriann Sasser, Administrative Services Director
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Moraga-Orinda Fire District

Background

The Contra Costa County Employees’ Retirement Association (CCCERA) is a public employee
retirement system that was established by Contra Costa County on July 1, 1945, and is
administered by the Board of Retirement (Board) to provide service retirement, disability, death,
and survivor benefits for Contra Costa County (County) employees and 16 other participating
agencies under the California State Government Code, Section 31450, et. seq. (County
Employees Retirement Law of 1937 or CERL) and the California Public Employees’ Pension
Reform Act of 2013 (PEPRA).

CCCERA administers the retirement benefits for the employees of Contra Costa County and
participating District employers. Participating employers within the CCCERA retirement system
transmit payroll information and contributions to fund the benefits for their employees.
CCCERA sets up retirees’ accounts, processes applications, calculates retirement allowances,
prepares monthly retirement benefit payment rolls, and makes adjustments to retirement benefits
when needed.

Retirement allowances are computed in accordance with statute using three factors: years of
service, age at retirement, and final compensation. For Legacy (pre-PEPRA) members, final
compensation is defined as the highest average annual compensation earnable (as defined in
G.C. Section 31461) by a member during the last one or three consecutive years of employment
depending on the member’s Tier, unless the member elects a different period with a higher
average. For PEPRA members, final compensation is defined as the highest average annual
pensionable compensation (as defined in G.C. Section 7522.34) earned by the member during a
period of 36 consecutive months.

The employer’s knowledge of the rules relating to membership and payroll reporting facilitates
the employer in providing CCCERA with appropriate employee information. Correct
enrollment of eligible employees and correct reporting of payroll information are necessary for
the accurate computation of a member’s retirement allowance.

The Moraga-Orinda Fire Protection District (MOFD) provides fire protection, rescue, and
emergency medical services in the City of Orinda, the Town of Moraga, some unincorporated
county areas adjacent to the municipalities, and the community of Canyon. The MOFD also
provides automatic aid into Lafayette and State Responsibility Areas (SRA) that lie within the
District's boundaries. !

The District has six divisions: Operations, Fire Prevention, Support Services, Training,
Emergency Preparedness and Administrative Services. These divisions provide a full-range of
services, including emergency and non-emergency services, fire prevention, emergency
preparedness and public education. The District employs 76 personnel, in addition to
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Moraga-Orinda Fire District

approximately 30 volunteers. The District maintains five Fire Stations and one Administration
Office Building, all strategically located within the District. All five fire stations house paid
firefighters. Full-time suppression personnel are assigned to four fire engines, one truck, two
medic units, and one command unit. All other Administrative personnel work at the
Administration Office.?

For fiscal year 2016-2017 MOFD had budgeted expenditures for salaries and benefits in the
amount of $17,682,000 and for fiscal year 2017-2018 it budgeted $19,151,000. Per CCCERA
records, MOFD had an average of 63 employees in fiscal year 2016-2017 with active
memberships in CCCERA and submitted approximately $1,852,000 in employee pension
contributions and $4,528,000 in employer pension contributions. As of December 31, 2017,
CCCERA had 76 retirees and beneficiaries on record for MOFD with a total paid benefit amount
of approximately $7,085,000 in 2017.

! http://www.mofd.org/about
2 http://www.mofd.org/_literature_242983/2017_CAFR
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Scope

The 2013 Pension Reform legislation granted CCCERA the authority under Government Code
Section 31543 to conduct audits of employers to ensure that employee and payroll information
used in the calculation of retiree pension benefits is correct and verifiable. The scope of these

on-site reviews includes:

e Correctness of retirement benefits;
e Reportable compensation;
e Enrollment in, and reinstatement to the system (GC 31554);

e Pensionable compensation (GC 31461 and 7522.34);

e Determine if employees convicted of certain felonies have forfeited benefits earned or

accrued from the commission of the felony (GC 7522.72(g) and GC 7522.74(g));

e Review MOUs with respect to compensation and salary regulations (i.e. Vacation Sales,

etc.);

e Determine if compensation is paid to enhance a member’s retirement benefit (GC
31461(b)(1) and 7522.34(c)(1));

e Evaluate employer’s compliance with restrictions on retirees returning to work (GC
7522.56, I.R.S. bona fide separation and normal retirement age rules).

The on-site review of the District was conducted on May 14, 2018. The review period

encompassed active employee records for 2015 through 2017 and retired employee records from

2016 through 2018.

CCCERA
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Moraga-Orinda Fire District
The following activities were performed:

» Reviewed the following documents:
o MOFD Unrepresented Employee Handbook effective July 1, 2016
o Memoranda of Understanding (MOU):
1. MOU between MOFD and the International Association of Firefighters
(IAFF Local 1230) — January 1, 2011 — June 30, 2018
2. MOU between MOFD and Moraga-Orinda Fire Chief Officers
Association (MOFCOA) — July 1, 2012 — June 30, 2018
3. MOU between MOFD and United Clerical, Technical & Specialized
Employees (AFSCME Local 2700) — July 1, 2014 — June 30, 2018
o Side Letters (SL):
1. SL between MOFD and IAFF Local 1230 — effective March 2015
(medical and dental benefits)
2. SL between MOFD and IAFF Local 1230 — effective November 2015
(general wage increases between July 1, 2014 through June 1, 2018)
3. SL between MOFD and IAFF Local 1230 — effective August 1, 2016
(medical and dental benefits)
o Employment Agreements:
1. Employment Agreement between MOFD and Fire Chief Winnacker —
December 2017

» Interviewed key MOFD staff members to obtain an understanding of the District’s
personnel and payroll procedures;

» Reviewed the payroll transactions and compared MOFD’s payroll register with the data
reported to CCCERA to determine whether the district correctly reported employees’
compensation;

» Reviewed whether appropriate compensation limits established by the Internal Revenue
Code (IRC) were applied to MOFD compensation reported to CCCERA;

» Reconciled a sample of timesheets to payroll system information;

» Reviewed MOFD’s payroll information reported to CCCERA for all employees to
determine whether pay-rates were reported pursuant to public salary information;

» Reviewed MOFD’s process for reporting payroll to CCCERA to determine whether the
payroll reporting elements were reported correctly;

CONTRA 4™ £ N
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Moraga-Orinda Fire District

» Reviewed MOFD’s employer and employee retirement contribution calculations for
accuracy;

» Reviewed MOFD’s employee enrollments to determine whether all enrollment packages
were received in a timely manner by CCCERA and executed correctly;

» Reviewed receivables from MOFD paid to CCCERA on a monthly basis for timeliness
and accuracy;

» Reviewed whether all compensation elements that were reported to CCCERA by MOFD
are pensionable;

» Reviewed a sample of pension benefit calculations;

> Reviewed whether applicable limits established by IRC Section 415 were applied to
retiree pension benefits.
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Moraga-Orinda Fire District

)

Findings & Observations

Accuracy of Payroll Information provided to CCCERA

The accuracy, timeliness and completeness of the pensionable payroll and employee and
employer contributions reported to CCCERA by MOFD is to be tested to ensure that member
benefits can be accurately calculated and that the retirement system is receiving accurate
information to manage and report out from its pension administration system.

Test Standards
Pursuant to Board of Retirement Regulations Section IV: Employer pensionable payroll and

corresponding pension contributions are to be reported to the retirement system timely and
accurately. (Contributions And Reporting, 2. Due Dates, 4. Employer Certification).

Due Dates
Each employer shall report to the Association in a manner and frequency as determined by the
Board sufficient for the Board to credit contributions and service to each member’s record.

Unless otherwise specified, reports shall be due no later than the tenth of each month for the
previous month’s payroll and shall be accompanied by member and employer contributions. If
the tenth of the month falls on a weekend or holiday, the due date shall be the last working day
before the tenth. Reports, which are unreadable or incorrect, shall not be accepted and shall be
returned to the employer. (Emphasis added.)

Reports and contributions received after the due date shall be considered late and subject to a
late reporting penalty equal to: the prime rate in effect on the due date computed on a daily,
non-compounding basis and applied to the contributions due.

Employer Certification

Each payroll and pension contribution report shall include or be accompanied by a certification,
under penalty of perjury, as to its accuracy. The certification shall be made by a duly authorized
representative of the employer. (Board of Retirement Regulations Section IV, 4. Employer

Certification.)

CCCERA
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Moraga-Orinda Fire District

Compensation Limits:

Federal and state laws place annual limits on the compensation that can be used to determine
contributions and benefits for CCCERA plan members.

Legacy Members:

e The Internal Revenue Code provides for dollar limitations on benefits and contributions
under qualified retirement plans which are adjusted annually for cost-of-living increases.

e Members who commenced participation in CCCERA on or after January 1, 1996 are
subject to the annual federal Internal Revenue Code Section 401(a)(17) compensation
limit.

e For CERL benefit formulas (General Tiers 1, 3, Safety Tiers A, & C), the 2017 calendar
year compensation limit was increased by the I.R.S. to $270,000 from $265,000 for
calendar year 2016;

e Members who commenced participation in CCCERA prior to January 1, 1996 are not
subject to the Internal Revenue Code annual compensation limit.

PEPRA Members:

e For new employees who commenced participation in CCCERA on or after January 1,
2013 under PEPRA benefit formulas (General Tiers 4,5, Safety Tiers D & E), the
compensation which exceeds that annual pensionable compensation limit under
California Government Code Section 7522.10(c) and (d) is not included in determining
benefits or contributions.

e The 2017 calendar year PEPRA compensation limits are as follows:

o For employees enrolled in Social Security — increased to $118,775;
o For employees not enrolled in Social Security — increased to $142,530.

e The 2016 calendar year PEPRA compensation limits are as follows:

o For employees enrolled in Social Security — increased to $117,020.
o For employees not enrolled in Social Security — increased to $140,424.

S COCCERA
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Moraga-Orinda Fire District
Compensation Earnable Applicable Law for Legacy Members

"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).)

Pursuant to CCCERA’s “Compensation Earnable Policy”?, Section IIL.D. “Compensation
Earnable” excludes payments for additional services rendered outside of normal working hours.

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.

Pensionable Compensation Applicable Law for PEPRA members

PEPRA defines "pensionable compensation" as follows:

"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.

Compensation that has been deferred shall be deemed pensionable compensation when earned
rather than when paid. (Gov. Code Section 7522.34(a) and (b).)

3 https://www.cccera.org/governance-and-policies
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Moraga-Orinda Fire District

PEPRA 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) 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.

(5) 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.

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

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

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

(9) Employer contributions to deferred compensation or defined contribution plans.

(10) Any bonus paid in addition to the compensation described in subdivision (a) [of G.C. §
7522.34].

(11) Any other form of compensation a public retirement board determines is inconsistent with
the requirements of subdivision (a) [of G.C. § 7522.34].

(12) Any other form of compensation a public retirement board determines should not be
pensionable compensation. (Gov. Code Section 7522.34(a) and (b).)

Pursuant to CCCERA’s “Pensionable Compensation Policy”4, Section III:

The CCCERA Board has determined that "Pensionable Compensation" includes "base pay."

Pensionable compensation does not include any pay other than base pay, in accordance with
Govt. Code Sections 7522.34(c)(11) and (12).

Pensionable compensation (GC 31461 and 7522.34) is to be reported to the retirement system
and the corresponding contributions are to be reported to the retirement system.

4 https://www.cccera.org/governance-and-policies
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Moraga-Orinda Fire District

Publicly Available Pay Schedule

Pursuant to CCCERA’s Policy On Determining “Pensionable Compensation” Under PEPRA
For Purposes Of Calculating Retirement Benefits, a "publicly available pay schedule" must meet
all of the following requirements:

1. Has been duly approved and adopted by the employer's governing body in accordance
with requirements of applicable public meetings laws;

2. Identifies the position title for every employee position;

3. Shows the pay rate for each identified position, which may be stated as a single amount
or as multiple amounts within a range,

4. Indicates the time base, including, but not limited to, whether the time base is hourly
daily, bi-weekly, monthly, bi-monthly, or annually;

5. Is posted at the office of the employer or immediately accessible and available for public
review from the employer during normal business hours or posted on the employer's
internet website,;

6. Indicates an effective date and date of any revisions;

7. Is retained by the employer and available for public inspection for not less than five
years, and

8. Does not reference another document in lieu of disclosing the pay rate.

Pension Benefit Review

a. Compensation Policies
i. Policy On Determining “Compensation Earnable Under Assembly Bill 197
For Purposes Of Calculating Retirement Benefits For “Legacy” (Pre-
PEPRA) Members — Adopted: 9/10/2014; GC 31461;

ii. Policy On Determining “Pensionable Compensation” Under PEPRA For
Purposes Of Calculating Retirement Benefits - Adopted: 9/10/2014; GC
7522.34;

iil. Policy Regarding Assessment and Determination Of Compensation
Enhancements — Adopted 11/1/2012, Amended: 3/8/2017; GC 31461(b)(1)
and 7522.34(c)(1

b. Retiree Return to Work Monitoring
i. GC 7522.56 Retired Persons; Service and Employment Restrictions

c. Felony Forfeiture Monitoring and Notification — GC 7522.72(g) and GC 7522.74(g).

5 https://www.cccera.org/governance-and-policies
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Moraga-Orinda Fire District

Policy on Internal Revenue Code Section 415 Compliance

As adopted on December 8, 2010 and amended on January 9, 2013 and July 11, 2018.

Tests Performed

In order to test the timeliness, reasonableness and accuracy of the pensionable compensation and
contributions that have been reported to the retirement system, the test plan incorporated the
following elements:

Accuracy of Payroll Information provided to CCCERA

Calculated sample size of active MOFD members during the test used for pensionable
payroll and contribution audit testing. The sample included twenty-six (26) members, of
which twenty-one (21) members were Legacy and five (5) members were PEPRA with
hire dates after January 1, 2013. Selected ten (10) of the sample members for reconciling
timesheets to payroll system information.

Timeframe and scope selected for the audit: January 2015 through December 2017.
Using the random sample of active members during the period, MOFD payroll records
and contributions (both employee and employer paid) were tested in the audit using the
following target payroll periods — November 2015, April 2016, November 2016, and
April 2017.

MOEFD’s payroll preparation and contribution calculation and submission workflow were
reviewed. CCCERA staff interviewed MOFD staff regarding their timekeeping practices,
payroll preparation and contribution calculation and submission processes which were
captured in a workflow document.

The input files for CCCERA’s pension administration system (CPAS) submitted by
MOFD were reviewed for timeliness, accuracy and completeness.

Contribution amounts were recalculated based on reported salaries for sample employees
and compared to contribution amounts recorded in CPAS.

Compensation items flowing into reported salaries were reviewed for pensionability.

L HCCCERA
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Moraga-Orinda Fire District
e Reported pensionable compensation was compared to IRC compensation limits.

e Compared and reconciled salary and contribution data submitted to CCCERA to payroll
records and receivables as posted by CCCERA’s Accounting department.

Publicly Available Pay Schedule

e It was reviewed whether MOFD could provide a publicly available pay schedule as
defined per CCCERA’s Pensionable Compensation Policy.

Salaries in Accordance With Publicly Available Pay Schedules
e Salaries for MOFD sample employees were reviewed against MOFD’s Employee

Handbook, applicable memoranda of understanding, letters of understanding,
employment agreements, and other applicable salary and pay documentation.

Enrollment of All Eligible Employees
e New member enrollment was reviewed for 2016 and 2017.

Pension Benefit Review

e The pension benefit calculations for a sample of three (3) retired members were reviewed
for compliance with all applicable laws, Board of Retirement regulations and CCCERA
policies and practices. Two (2) benefit calculations were reviewed for calendar year 2016
and one (1) for 2017.

e The 2017 IRC Section 415 limits calculated by CCCERA for MOFD retirees were
reviewed and compared to pension benefit payments made.

Retiree Return to Work Monitoring

e It was reviewed whether MOFD'’s retirees that returned to work for fiscal years 2015-
2016 and 2016-2017 were in compliance with the 960 hour fiscal year limit.

Forfeiture of Benefits Earned or Accrued from the Commission of a Felony

e [t was reviewed whether CCCERA received a notification from MOFD regarding a
potential felony forfeiture and whether this notification was processed appropriately if
applicable.
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Moraga-Orinda Fire District

MOFD Payroll and Reporting Process

CCCERA staff interviewed MOFD staff regarding their timekeeping practices, payroll
preparation and contribution calculation and submission processes which were captured
in a workflow document.

MOFD uses different systems for timekeeping and payroll preparation. Timekeeping is
handled by TeleStaff and payroll is handled by ADP. As these systems are not linked, the
district’s payroll process includes a manual keying process of TeleStaff data into ADP. In
addition, not all timekeeping data is tracked in Telestaff. Hourly employees always fill
out paper timesheets and some timekeeping data for non-exempt administrative staff is
also tracked on paper timesheets. The data is manually keyed into ADP with the
TeleStaff data. ADP then automatically creates the input files for CCCERA’s pension
administration system. The manual nature of this process is the reason that a comparison
of TeleStaff and timesheet data to payroll system information was performed for a small
sample group.

Input File Review

CCCERA receives four (4) types of input files from MOFD:

129 files to report demographic changes including new hires, terminations, name changes,
address changes, position changes, bargaining unit changes or leaves of absence.

130 files to report pensionable compensation, employee contributions, and employer
contributions.

130 adjustment files to report changes to previously reported pensionable compensation,
employee contributions, and employer contributions.

Deductions file: used to report deductions for health care, retiree support group fees or
credit union deductions from individual retiree benefit payments to CCCERA. This file
does not update CPAS and was therefore not included in the review.

A timeline was created for MOFD’s input files, including 129, 130 and adjustment files, which
are used to update CPAS and reviewed for timeliness. In addition, a sample of 130 files and all
129 and adjustment files were reviewed for accuracy.
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Timeliness:

Table 1: Receipt dates of input files for January through April 2017

Moraga-Orinda Fire District

MOFD 2017 Jan Feb Mar Apr
Due Date 2/10/2017 | 3/10/2017 | 4/10/2017 | 5/10/2017
Demographic 2/6/2017 3/8/2017 | 4/11/2017 | 5/5/2017
1029
Change
Standard file | 1030 2/6/2017 3/8/2017 | 4/11/2017 | 5/5/2017
Variance in -4 -2 1 -5
Days
Table 2: Receipt dates of input files for May through August 2017
MOFD 2017 May Jun Jul Aug
Due Date 6/9/2017 | 7/10/2017 | 8/10/2017 | 9/8/2017
Demographic 6/6/2017 7/7/2017 8/7/2017
1029
Change
Standard file | 1030 6/6/2017 7/7/2017 8/7/2017 | 9/11/2017
Variance in -3 -3 -3 3
Days
Table 3: Receipt dates of input files for September through December 2017
MOFD 2017 Sep Oct Nov Dec
Due Date 10/10/2017 | 11/10/2017 | 12/8/2017 | 1/10/2018
Demographic 12/8/2017 | 1/10/2018
1029
Change
Standard file | 1030 | 10/4/2017 | 11/7/2017 | 12/8/2017 | 1/10/2018
Variance in -6 -3 0 0
Days
2017

e All submissions in 2017 were timely with the exception of the March and August

submissions which were one (1) and three (3) days late respectively.
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Moraga-Orinda Fire District

Table 4: Receipt dates of input files for January through April 2016

MOFD 2016 Jan Feb Mar Apr
Due Date 2/10/2016 | 3/10/2016 | 4/8/2016 | 5/10/2016
Demographic 1029 2/3/2016 3/3/2016 | 4/12/2016 | 5/5/2016
Change
Standard file | 1030 | 2/3/2016 3/3/2016 | 4/12/2016 | 5/5/2016
Variance in -7 -7 4 -5
Days
Table 5: Receipt dates of input files for May through August 2016
MOFD 2016 May Jun Jul Aug
Due Date 6/10/2016 7/8/2016 | 8/10/2016 | 9/9/2016
Demographic 1029 6/8/2016 7/7/2016 8/5/2016 9/8/2016
Change
Standard file | 1030 | 6/8/2016 7/7/2016 8/5/2016 9/8/2016
Variance in -2 -1 -5 -1
Days
Table 6: Receipt dates of input files for September through December 2016
MOFD 2016 Sep Oct Nov Dec
Due Date 10/10/2016 | 11/10/2016 | 12/9/2016 | 1/10/2017
Demographic 1029 10/6/2016 | 11/8/2016 | 12/7/2016 | 1/6/2017
Change
Standard file | 1030 | 10/6/2016 | 11/8/2016 | 12/7/2016 | 1/6/2017
Variance in -4 -2 -2 -4
Days
2016

o All submissions in 2016 were timely with the exception of the March submission which

was four (4) days late.
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Moraga-Orinda Fire District

Accuracy of Input Files

General 129 Observations:

All entries from the 129s between January 2016 and May of 2018 were compiled and examined.

It was observed that eighteen (18) employees out of sixty-three (63) employees shown as
active in CPAS have blank job codes. Twelve (12) of these employees also have blank
job titles in CPAS. These employees became members of CCCERA between 2003 and
2018.

The publicly available salary schedule shows that MOFD does have job codes which
appear to be 4 digits and therefore fit within the reporting format for input files to CPAS.
MOFD sends an 129 every month that contains a list of all employees with updates in
certain key fields (such as Status Change Date, Status, Reason Code or Demographic
Update indicator) only if something changes.

The fields for "Job Title" and "Bargaining Unit" are always left blank. They need to at
minimum contain a "*" to update CPAS.

It was observed that between January 2016 and May 2018 only two (2) reason codes
were used for status updates. These codes are ENR=Enrollment and RFL=return from
leave. RFL was used only a single time.

For the employee who had the RFL entry, the previous entry was a non-specified status
update without reason code. This means that CCCERA would not be able to tell from the
data reported if the member was on a contributing or non-contributing leave. This could
impact a member’s ability to purchase service credit for non-contributing leaves of
absence.

The only other observed entries on the 129s were address changes.

No reported termination entries were observed. CCCERA's termination directory shows
three terminations since January 1, 2016, one termination for each year for 2016, 2017
and 2018 (as of May 2018).

No reported position change, name changes or leave of absence entries were observed.
Based on the observation that no terminations were submitted at least since January 1,
2016 the list of active MOFD employees from CPAS was reviewed and compared to the
most current 129 which lists all MOFD employees with current payroll. This review,
including a review of the termination directory found that five (5) members shown as
active in CPAS have separated from MOFD. The terminations were either confirmed by
the member or MOFD.
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Moraga-Orinda Fire District

e This review has also revealed one employee with a different last name in the 129 file
compared to what CPAS has recorded.

District Response:
The District agrees and will correct.

General I30 and Adjustment File Observations:

e The I30 and adjustment files are correct and complete.

e Note that the last adjustment file received and processed was for February 2016. It was
stated during the interview that the payroll process is performed in a way that corrections
do not become necessary.

District Response:
No response required.

Summary

MOFD is not reporting all information as required by CCCERA Board regulations and the
employer guide. It is the employer’s obligation to report its compensation and contributions in
substance and form as stated in the requirements.

District Response:

The District agrees and will correct.

CCCERA Compliance Response:

This is a follow up action item. The District is to submit an 129 File with the requested updates to
CCCERA within 120 days of the date of this report in order to amend and update the member
data indicated in the audit report.

Contributions Review

e CCCERA staft recalculated the pension contributions remitted to CCCERA and
compared the result to actual contribution data. The pensionable compensation
components were identified along with the corresponding employer and employee
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Moraga-Orinda Fire District

contributions. This data was then reconciled to the pensionable compensation and
contribution reports uploaded into CPAS. Variances were identified between each source
to system of record reconciliation.

Data categories reviewed are:
o Total Employee Contribution Amount
Employee Subvention Amount
Subvention Factor for Employee Subvention of Employer Basic Contributions
Basic Employee Contributions
Basic Employee Contribution Rate
Employee COLA
Employee COLA Rate
Total Employer Contributions
Basic Employer Contributions
Basic Employer Contribution Rate minus Subvention Factor
Employer COLA
Employer COLA Rate
Non-Refundability Factor

O 0O 0O 0o O o0 O 0O O o 0 o

e No variances were observed between the recalculated contribution amounts and the
submitted contribution amounts. All contribution amounts reconciled to CPAS data.

e Two instances of employees with no data were observed in April 2016 and April 2017 for
which data was expected. These observations were caused by a non-contributing leave of
absence and a termination not being reported to CCCERA via 129 file which points back
to missing 129 entries. MOFD has the obligation to report leave of absences and
terminations to CCCERA.

Timekeeping Sample Review

The review of the payroll preparation workflow showed a manual data entry process to transfer

data from the timekeeping system Telestaff and paper timesheets to the payroll system ADP. To
review whether the manual keying of data resulted in errors, an end-to-end review for the above
sample has been performed.
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Moraga-Orinda Fire District

Observations and Explanations:

ADP and Telestaff totals for regular hours do not match. MOFD has explained that
regular hours are not tracked in Telestaff and are not manually entered into ADP. Rather
ADP has a pre-loaded annualized monthly average. Most employees are salaried and use
negative reporting, meaning only accrual use, overtime and similar are transferred from
Telestaff to ADP.

No variances were observed for overtime, vacation, admin leave or sick time pay.

For new hires it was observed that their timekeeping and payroll looked different from
the more seasoned employees in that fewer regular hours are logged in Telestaff and no
pre-loaded regular amounts are shown in the ADP payroll registers.

MOFD has explained that new hires must work five (5) calls before they receive an offer
and are hourly employees during that time.

Telestaff makes a distinction between mandatory overtime and regular/other overtime for
fire suppression staff; for payroll purposes both categories are lumped together as one
overtime amount in ADP.

The nature of overtime, voluntary versus mandatory, is a factor when determining
whether overtime is pensionable.

The MOUs show the following regarding overtime:

MOU for Fire Captains, Engineers and Firefighters, January, 2011 to June 30, 2018:

SECTION 6 - OVERTIME

6.1 Overtime. Overtime is authorized time outside the normal work schedule. Overtime
shall be compensated for at the rate of one and one-half (1-1/2) times the employee’s
regular rate of pay.

Overtime for permanent employees is earned and credited in a minimum of one-sixth
hour increments.

6.2 Overtime Recall List. The District and the Union have agreed to specialized lists to
be used when recalling for strike teams, emergency recall, daily minimum staffing and
mandatory overtime.
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Moraga-Orinda Fire District

MOU for general administrative staff, July 1, 2014 to June 30, 2018:

SECTION 7 — OVERTIME and Compensatory Time:

7.1 Overtime: Overtime is any authorized work performed in excess of forty (40)
hours per week or eight (8) hours per day. Overtime for “40-10” shift employees is any
work performed beyond ten (10) hours per day or forty (40) hours per week. Overtime for
the 9/80 work schedule is any work over nine (9) hours on the nine (9) hour days, over
eight (8) hours during the eight (8) hour day, and over eighty (80) hours in the two (2)
week 9/80 work schedule. All overtime shall be compensated for at the rate of one and
one-half (1-1/2) times the employee’s regular rate.

Overtime for permanent employees is earned and credited in a minimum of one-half (1/2)
hour increments and is compensated by either pay or compensatory time off.

MOU for Battalion Chiefs, July 1, 2012 to June 30, 2018:

E. Overtime Compensation:

Battalion Chiefs will be compensated for hours worked outside of their regular work
schedule at one and one-half times the top-step Captain-Paramedic I rate.

Observations:

Mandatory overtime is only mentioned in the MOU for fire captains, engineers and
firefighters.

There is no mention of any overtime in the Fire Chief’s employment agreement.

All above-cited MOUs appear to state that overtime is time worked outside of regular
working schedules.

The MOUs do not clearly state whether overtime was worked by all members of the same
classification equally and paid at the same rate of pay.

MOFD does not currently report any overtime as pensionable to CCCERA. Based on the
fact that the MOUs clearly stated that overtime is outside of the regular work schedule,
this appears to be correct.

District Response:

The District concurs that overtime is handled properly in our records.
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Moraga-Orinda Fire District

CCCERA Compliance Response:
Based on the employer audit and the review of the sample employees contained therein,

CCCERA concurs.

Payroll Reporting — Pensionable Compensation and Contribution Review

Pay Codes:

MOFD has historically used forty-two (42) different pay codes.

MOFD’s Payroll Technician has confirmed that only numerical pay codes are used at this
time and no alpha or alpha-numerical codes exist in their payroll system ADP.

There are twenty-six (26) alpha or alpha-numerical codes on the historically used code
list. Only sixteen (16) are solely numerical and understood to be active. The Payroll
Technician stated that the others are likely from a previous payroll system.

F67 - Fire Recall & Standby @ 5% appears to be the only code related to standby pay.
This code has not been used since 2000.

A review of all in use codes reported to CCCERA as pensionable shows that no overtime,
on-call, standby or similar compensation appears to be reported as pensionable.

A review of V07 - Vacation Pay Off Subject to Retirement (1 Year Accruals) and V08 -
Vacation Sale - Buy Back (once a year) compensation reporting by MOFD to CCCERA
between January 1, 2014 and December 31, 2017 showed the following:

o Between January 1, 2014 and December 31, 2017, five (5) instances of each V07
and V08 were reported by MOFD to CCCERA.

o All VO7 reporting ceased in September 2014.

o With the exception of Sample Employee ID #1 who had one instance in February
of 2017, all V08 reporting ceased in December of 2015.

o No other codes for vacation buy backs or terminal pay observed.

o Pursuant to CCCERA’s “Compensation Earnable Policy”®, Section II.B: 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.

5 https://www.cccera.org/governance-and-policies
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Compensation Limits

Table 7: IRC Compensation Limits for 2016 and 2017

2016 2017
PEPRA in Social Security $117,020 | $118,775
PEPRA not in Social Security | $140,424 | $142,530
Legacy $265,000 | $270,000

MOFD employees did not participate in Social Security in 2016 or 2017.

Observations:

e No legacy or PEPRA employee exceeded the compensation limits as shown above in
total compensation in 2016 or 2017.

District Response:

The District is currently using 16 pay codes. CCCERA should update their system and pay codes
to reflect the current District practice. The District concurs that no employees exceeded the
compensation limits in 2016 or 2017.

CCCERA Compliance Response:
CCCERA’s pension administration system archives previously reported compensation and

pensionable differential compensation in order to maintain accurate member pensionable
compensation and pension contribution histories. When CCCERA is informed by an employer
that a differential compensation will no longer be paid to members or, due to a change in the
employer’s payroll administration may no longer be pensionable compensation, the differential is
flagged as such in CCCERA’s pension administration system. It was noted in the audit report
that CCCERA Compliance has the understanding that sixteen (16) numerical pay codes are
active for the District in CCCERA’s pension administration system and therefore concurs with
the District response.
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Receivables Review

MOFD pre-pays its employer contributions on an annual basis. Therefore monthly amounts
reviewed and shown in the tables below are employee contribution amounts only. The annual
employer contribution calculations are reviewed separately.

Employee Contribution Payment Timeliness

2017

2016

The contribution payments were timely for October and November of 2017 and late for
all other months.

For the late months the files were received between one (1) and eleven (11) days after the
due date.

The contribution payments were timely for January, February, April and December of
2016 and late for all other months.

For the late months the files were received between one (1) and six (6) days after the due
date.

Employee Contribution Accuracy

2017

The January 2017 payment was adjusted to account for the $14,995.71 from the previous
month, see difference in tables below.

The payments for February, March, June, July, August and September were accurate.
Immaterial rounding differences between -$0.01 and $0.02 were observed for April, May
and October of 2017.

In November 2017 an overpayment of $996.82 was observed accompanied by a
corresponding underpayment of $996.82 in December. This over- and underpayment was
due to an early submitted final contribution for a terminated member.

In November 2016 CCCERA received the contribution amounts and input files for
November and December 2016.

All employee contribution payments until November 2016 were accurate.

In November 2016, MOFD submitted an additional amount of $168,784.75. This amount
represented estimated employee contributions for December 2016.

In December 2016 the actual incurred employee contributions amounted to $153,789.04
which left an overpayment of $14,995.71.
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District Response:

Moraga-Orinda Fire District

The District agrees with the above noted items. The District was never notified that contribution
payments were submitted late. The District will make all future contribution payments on time.

CCCERA Compliance Response:

This is a follow up action item. The Board of Retirement Regulations IV. Contributions and
Reporting, 2. Due Dates provide CCCERA employers with the direction that pensionable payroll
and contribution reports as well as contribution payments shall be due no later than the tenth of
each month for the previous month’s payroll and also indicates that a late reporting penalty can
be levied. The Board of Retirement regulation regarding due dates was most recently
communicated to all CCCERA employers on December 18, 2015 in CCCERA’s employer
memorandum “Employer & Employee Contribution Reporting — CCCERA Secure File Transfer
Site” and then subsequently in the CCCERA Participating Employer Handbook.

Table 8: Timeliness and Accuracy Review January through April 2017

MOFD Jan Feb Mar Apr
Due Date | 2/10/2017 3/10/2017 4/10/2017 5/10/2017
Date Payment | 2/17/2017 3/13/2017 4/14/2017 5/11/2017
Received
Payment Amount | $147,349.39 | $163,147.14 | $146,637.59 | $146,554.22
Amount Expected | $162,345.10 | $163,147.14 | $146,637.59 | $146,554.23
Variance in Days 7 3 4 1
Variance in $ | -$14,995.71 $0.00 $0.00 -$0.01
Table 9: Timeliness and Accuracy Review May through August 2017
MOFD May Jun Jul Aug
Due Date | 6/9/2017 7/10/2017 8/10/2017 9/8/2017
Date Payment | 6/13/2017 7/21/2017 8/18/2017 9/11/2017
Received
Payment Amount | $152,911.89 | $144,389.66 | $164,139.28 | $157,397.78
Amount Expected | $152,911.90 | $144,389.66 | $164,139.28 | $157,397.78
Variance in Days 4 11 8 3
Variance in $ -$0.01 $0.00 $0.00 $0.00
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Moraga-Orinda Fire District

Table 10: Timeliness and Accuracy Review September through December 2017

MOFD Sep Oct Nov Dec
Due Date | 10/10/2017 | 11/10/2017 12/8/2017 1/10/2018
Date Payment | 10/11/2017 11/9/2017 12/8/2017 1/11/2018
Received
Payment Amount | $171,302.71 | $157,930.63 | $178,903.05 | $156,946.02
Amount Expected | $171,302.71 | $157,930.61 | $177,906.23 | $157,942.84
Variance in Days 1 -1 0 1
Variance in $ $0.00 $0.02 $996.82 -$996.82

Table 11: Timeliness and Accuracy Review January through April 2016

MOFD Jan Feb Mar Apr
Due Date | 2/10/2016 3/10/2016 4/8/2016 5/10/2016
Date Payment | 2/9/2016 3/10/2016 4/13/2016 5/10/2016
Received
Payment Amount | $153,132.65 | $151,052.19 | $132,408.48 | $132,046.57
Amount Expected | $153,132.65 | $151,052.19 | $132,408.48 | $132,046.57
Variance in Days -1 0 5 0
Variance in $ $0.00 $0.00 $0.00 $0.00
Table 12: Timeliness and Accuracy Review May through August 2016
MOFD May Jun Jul Aug
Due Date | 6/10/2016 7/8/2016 8/10/2016 9/9/2016
Date Payment | 6/13/2016 7/11/2016 8/11/2016 9/13/2016
Received
Payment Amount | $141,959.74 | $134,597.66 | $149,466.67 | $142,508.50
Amount Expected | $141,959.74 | $134,597.66 | $149,466.67 | $142,508.50
Variance in Days 3 3 1 4
Variance in $ $0.00 $0.00 $0.00 $0.00
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Moraga-Orinda Fire District

Table 13: Timeliness and Accuracy Review September through December 2016

MOFD Sep Oct Nov Dec
Due Date | 10/10/2016 | 11/10/2016 12/9/2016 1/10/2017

Date Payment | 10/11/2016 11/14/2016 12/15/2016 12/15/2016
Received

Payment Amount | $157,690.65 | $152,080.69 | $337,569.50 $0.00

Amount Expected | $157,690.65 | $152,080.69 | $168,784.75 | $153,789.04

Variance in Days 1 B 6 -26
Variance in $ $0.00 $0.00 | $168,784.75 | -$153,789.04

Employer Contribution True-up

Table 14: Fiscal Year 2015-2016 True-Up Calculation

Actual Contribution Paid in FY 15-16 $4,063,037.26
NET Contribution 15-16 (Due on $4,169,710.26
Actual PR)
Pre-Paid Amount FY 15-16 $3,400,000.00
Over Payment FY 14-15 $150,766.66
Total prepayments $3,550,766.66
Adjusted Prepayment (w/o discount) $3,665,875.14
Over(Under) Paid ($503,835.12)
Discount Factor 1.0388
Amount Over(Under) ($523,395.77)

e Payment of the fiscal year 2015-2016 underpayment in the amount of $523,395.77 was
included in the pre-payment for FY 2016-2017 which was received on July 21, 2016.
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Table 15: Fiscal Year 2016-2017 True-Up Calculation
Actual Contribution Paid in FY 16-17 $4,359,775.30

NET Contribution 16-17 (Due on $4,505,485.05
Actual PR)
Pre-Paid Amount FY 16-17 $4,800,000.00
Over Payment FY 15-16 (359,581.40)
Total prepayments $4,440,418.60
Adjusted Prepayment (w/o discount) $4,584,367.75
Over(Under) Paid 78,882.70
Discount Factor 1.0388
Amount Over(Under) 81,945.20

e The overpayment amount of $81,945.20 will be included as credit for the true-up
calculation for fiscal year 2017-2018.

District Response:
It has been the practice of the District to annually true-up with CCCERA.

CCCERA Compliance Response:
Based on items reviewed for the employer audit, CCCERA concurs.

Publicly Available Pay Schedule Review

The most current effective July 1, 2017 pay schedule was available on MOFD’s website. In
addition, the employer was able to produce the preceding pay schedules applicable to the audit
period upon request by CCCERA.

The schedules fulfill the requirements listed in the test standard.

District Response:
The District agrees its pay schedules are publicly available as required.

CCCERA Compliance Response:
Based on items reviewed for the employer audit, CCCERA concurs.
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Salaries in Accordance With Publicly Available Pay Schedules

November 2015 and April 2016:

e The ADP payroll registry for three (3) employees showed a salary higher than expected
based on the job title shown in CPAS.

e CPAS did not have job title information for five (5) sample employees. Therefore their
salary could not be verified with CPAS data alone.

November 2016:

¢ In addition to the observations from the previous two months, two (2) new hires were
included in the sample who did not have job titles in CPAS and therefore salary
information could not be verified.

April 2017:

e In addition to the previous observations, one (1) more employee's job title did not match
with the salary shown in the ADP payroll register when it previously matched.

e Further, one of the employees for whom CCCERA never received a job title, shows an
increase in salary.

Follow-up:

e MOFD provided current job titles for all employees in question and documentation for
some of the promotions, new hires and terminations.

e Based on this information all salary amounts could be verified and no variances were
observed.

e However, it was observed that MOFD does not report all relevant data points to
CCCERA which resulted in missing or not current job titles. This ties back to the 129
input file observations.

District Response:

The District agrees it pays its employees in accordance with publically available pay schedules.
The District has submitted to CCCERA an updated 129 input file.
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Moraga-Orinda Fire District

CCCERA Compliance Response:

Upon confirmation of receipt of the updated 129 input file, CCCERA’s Member Services
department will validate and verity the member data prior to import into CCCERA’s pension
administration system and circle back to the employer should any defect or data clarification be
required.

Enrollment of all Eligible Employees

Observations:

2016

e CCCERA received five (5) 129 enrollment packets for four (4) members; one packet was
a duplicate submission.

e CCCERA's new hire log shows that of the four (4) 2016 enrollments packets, three (3)

were incorrectly executed as they were missing the witness signature on CCCERA Form
104.

e One enrollment packet was submitted with a copy of the inner system membership advice
form used to establish reciprocity when CCCERA requires an original document.

2017

e CCCERA received one (1) new enrollment packet in 2017 for which the CCCERA Form
104 was not completed in the original enrollment packet. A completed packet has since
been received.

District Response:

The District enrolls all eligible employees as required by CCCERA. The District will submit
only original, completed membership documents with witness signatures.

CCCERA Compliance Response:
Based on items reviewed for the employer audit, CCCERA concurs.
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Moraga-Orinda Fire District
Pension Benefit Review

The pension benefit calculations for the last three (3) retirees from MOFD were reviewed; two
(2) for 2016, and one (1) for 2017. The review focused on the final average salary (FAS) period
selected and compensation used in the calculation for sample members.

Observations:

o The review agreed with the FAS periods and the compensation used in the calculations
for all three (3) members.

District Response:
The District concurs FAS periods and compensation are correctly reported to CCCERA.

CCCERA Compliance Response:
CCCERA concurs with respect to the retired members in the audit sample test.

Retiree Return to Work Monitoring

GC 7522.56, LR.S. bona fide separation and normal retirement age rules

There are two ways retirees may return to work for a CCCERA participating employer: on an
approved limited basis while receiving their pension, or by suspending their retirement to
return to full time employment. The PEPRA 2013 “return to work” rules create a framework
under which a retiree’s eligibility will be determined to be re-employed without having to be
reinstated from retirement. The “return to work” rules affect new, deferred, and current
employees.

The Board of Retirement Regulations Section VII Normal Retirement Age and Bone Fide
Separations states the following:

Bona Fide Separation from Service

A) In order to comply with tax law restrictions on in-service distributions, a member who
retires at an age younger than Normal Retirement Age, as defined herein, may not enter into
an agreement, either oral or written, prior to the date the member's retirement commences,
to be reemployed while retired by the same CCCERA employer, regardless of the length of
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Moraga-Orinda Fire District

the member's break in service after retirement. The member must acknowledge in writing to
CCCERA at the time of retirement that the member has been informed of these requirements
and limitations on post-retirement employment and that no prearrangement to be
reemployed while retired exists.

B) A member who retires at an age younger than Normal Retirement Age, as defined herein,
must have at least a continuous 90-day break in service from the date of the member's last
day of employment prior to being reemployed while retired by the member’s prior CCCERA
employer.

C) If a member is reemployed without compliance with subsections (4) and (B) above, the
retired member's retirement benefits from CCCERA must cease as soon as practicable upon
discovery by CCCERA and will not resume until the member has a bona fide separation
from service or reaches Normal Retirement Age, whichever occurs first.

Employer Certification and Determination — Submission of CCCERA Form 213 Certification
for Post-Retirement Employment.

e No pre-arrangement for post-retirement re-hire;

e Reinstatement from retirement requirement if rehired by an employer in the same
public retirement system from which the retiree receives the benefit;

e Waiting period between retirement date and rehire of a retiree (with some exceptions
for Safety Members and special circumstance General Members);

e Fiscal Year Limitations — 960 Hours;

e Limited duration of the return to work (7522.56(c).);

e Compensation Limits;

e Employer certification and approval by the Board of Supervisors (7522.56(f)(1).);

o Retiree certification of non-receipt of unemployment insurance compensation (7522.
56(e).).

Observations:
MOFD confirmed that no retirees returned to work for the district.
District Response:

The District concurs that no retirees returned to work for the District. No follow-up action is
required.
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Moraga-Orinda Fire District

CCCERA Compliance Response:
Based on items reviewed for the employer audit, CCCERA concurs.

Forfeiture of Benefits Earned or Accrued from the Commission of a
Felony

Test Standard

Reporting Requirements For Public Employers Under PEPRA require the public agency that
employs or employed a public employee who was convicted of a job related felony must notify
CCCERA of the conviction within 90 days of the conviction. (Govt. Code §§ 7522.72(f) and
7522.74(%).).

Observations:

The review indicated that CCCERA had not received any notice from the employer regarding
any employee of MOFD that would have been subject to the felony conviction and benefit
forfeiture provisions under government statute. MOFD confirmed that they knew of no such
employee.

District Response:

The District concurs that we are unaware of any employee who was convicted of a job related
felony. No follow-up action is required.

CCCERA Compliance Response:
Based on items reviewed for the employer audit, CCCERA concurs.
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Follow-Up Items

The following items were noted during the course of the review and require follow-up by the
District and CCCERA:

1. Pensionable Compensation and Contribution Reporting: CCCERA provides the
following recommendations:

il.

iii.

Setting up a meeting between CCCERA’s Member Services Department and
MOFD’s administrative staff to review the input file format and information
reported. Specifically, MOFD must report demographic changes including new
hires, terminations, name changes, address changes, position changes, bargaining
unit changes and leaves of absence. For leaves of absence it must be specified
whether the leaves are contributing or non-contributing by entering the
appropriate reason code in the 129 input file. Note that CCCERA’s Participating
Employer Handbook which covers these items is available on CCCERA’s
website”.

Providing an 129 file to add current job codes and titles for the eighteen (18)
employees who do not have data in these fields in CCCERA’s pension
administration system. In addition, the file should include termination information
for the five (5) employees identified as terminated that are still shown as active in
CPAS, a name change transaction for the identified employee and updated
position data for the employees identified in the salary review. Furthermore, it is
recommended that all demographic data for active employees be reviewed and
submitted since the audit was limited to data submissions between January 1,
2016 and June 30, 2018.

Review the reporting of vacation buy-backs and terminal pay items reported
under V07 and V08 until the end of 2015. Was there a change in MOFD’s
administrative policy or the MOUs that caused the reporting of these pay types to
come to an end? Please review the applicable MOU’s and vacation buy-back
provisions and clarify how the vacation buy-back program is administered in
consideration of CCCERA’s Compensation Earnable Policy.

7 https://www.cccera.org/employers
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District Response:

The District attended a follow-up meeting with CCCERA on September 19, 2018. The District is
in the process of updating the 129 file and will submit an updated 129 file to CCCERA as soon as
the update is complete.

In 2014, the District eliminated vacation buy-back benefits for all employees except two. The
District appreciates the Employer Audit and has incorporated the District’s responses into the
Employer Audit report. None of the items noted have resulted in any adverse financial
implications to District financial information and are not deemed to be material weaknesses.

CCCERA Compliance Response:

1.

As of November 16, 2018 CCCERA did not receive an updated 129 file. An updated 129
file is to be submitted to address the observation that demographic information including
employee position titles in order for the member records to be updated in CCCERA’s
pension administration system.

It is acknowledged that the district eliminated the vacation buy-back benefit for all
employees with the exception of two which were the basis of the observation noted
during the audit.

. The audit of the District was conducted pursuant to Government Code Section 31543

Audit of County or District by Board which states “The board may audit a county or
district to determine the correctness of retirement benefits, reportable compensation, and
enrollment in, and reinstatement to, the system. During an audit, the board may require a
county or district to provide information, or make available for examination or copying
at a specified time and place, books, papers, data, or records, including, but not limited
to, personnel and payroll records, as deemed necessary by the board. (Added by Stats.
2012, Ch. 296 (AB 340), Sec. 31)"

CCCERA reviewed the District’s response and cannot attest to the District’s assertion as
the scope of the audit as provided for under Government Code Section 31543 did not
include the audit of the District’s financial information. The focus of the scope of the
audit was on the member information reported by the District to CCCERA.
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Moraga-Orinda Fire District

District Response — Preliminary Audit Report

August 20, 2018

Wrally Dutkiewicz

Compliance Officer

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

Concord, CA 94520

RE: Preliminary Report - Moraga-Orinda Fire District Pensionable Compensation, Contribution
and Reporting Audit

Dear Mr, Dutkiewicz,

| reviewed the preliminary audit report completed by Contra Costa County Employees' Retirement
Association {CCCERA). A writter: response io the Fallow-Up items is required and is subrritted as
follows:

i.  Meeting between CCCERA and Moraga-Orinda Fire — The District would lke to mest with
CCCERA to review the input fils format and informaticn reported

fi. Providing an 129 file - The District agrees to provide the 129 file as recommended

iii. The District agrees to provide additional information regarding vacafion buy-back and
terminal pay.

Please contact me if you need additional information.

Sincerely,

.

Dave Winnacker
Fire Chief
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Meeting Date
12/12/18

CONTRA Agenda Item
s CCCERA
COUNTY

Employees’ Retirement Association

MEMORANDUM

Date: December 12, 2018
To: Board of Retirement
From: Wrally Dutkiewicz

Compliance Officer

Subject: Final Employer Audit Report Dated November 30, 2018 —
Contra Costa County Department of Information Technology

Background:

Between April and August 2018 an employer audit was performed on the Contra Costa County
Department of Information Technology (DoIT). An onsite review was performed at the DolT
office on July 2, 2018.

The employer audit scope items include the following:

e Accuracy of Payroll Information Provided to CCCERA;

e Salaries In Accordance with Publicly Available Pay Schedules;

e Enrollment of All Eligible Employees;

e Pension Benefit Review:

e Internal Revenue Code 415 Limits;

e Retiree Return to Work Monitoring; and

¢ Forfeiture of Benefits Earned or Accrued from the Commission of a Felony.

Follow Up Items:

There were no follow up action items noted in the audit report for DolT.

1355 Willow Way Suite 221 Concord CA 94520 925.521.3960 FAX:925.521.3969 www.cccera.org
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Contra Costa County Department of Information Technology

Final Audit Transmittal Letter

CONTRA
COSTA
COUNTY

Employees’ Retirement Association

November 30, 2018

David Twa

Contra Costa County Administrator
651 Pine St.

10" Floor

Martinez, CA 94553

Re: Final Emplover Audit Report — Contra Costa County Department of Information
Technology (DolT) Pensionable Compensation, Contribution and Reporting Audit

Dear Mr. Twa,

Enclosed is the final audit report of the Contra Costa County Department of Information
Technology (DolT) pensionable compensation, contribution and reporting audit, conducted
pursuant to Government Code Section 31543. I want to thank you and all DolT staff for their
assistance in gathering all the records and documents and making them readily available during
this audit. This cooperation was greatly appreciated and allowed for the audit to be completed in
an efficient manner.

There were no “Follow-Up Items” noted for the department to follow up on. During the audit
CCCERA Compliance staff found the department’s record keeping and document preparation to
be efficient, accessible, and with clarity which facilitated the analysis of payroll records and
member data during the audit.
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Contra Costa County Department of Information Technology

This report will be placed on the agenda and will be presented to the CCCERA Board of
Retirement on its Wednesday December 12, 2018 meeting.

I appreciate the attention and cooperation of DolIT’s payroll and human resources staff and the
courtesy that they extended to CCCERA compliance staff during the audit. Should you wish to
discuss or have any questions regarding the items reviewed and the observations contained
within this report, please contact me at 925-521-3960.

Best regards,

Wrally Dutkiewicz
Compliance Officer

Cc: Marc Shorr, Chief Information Officer
Joanne Buenger, Deputy Director Dol T
Lisa Driscoll, Finance Director
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Contra Costa County Department of Information Technology

CONTRA
COSTA
COUNTY

Emp oyees Retirement ASSOCI&IIOH

October 25,2018

David Twa

Contra Costa County Administrator
651 Pine St.

10" Floor

Martinez, CA 94553

Re: Preliminary Report — Contra Costa County Department of Information Technology (DoIT)
Pensionable Compensation. Contribution and Reporting Audit

Dear Mr. Twa,

Enclosed is the preliminary audit report of the Contra Costa County Department of Information
Technology (DolT) pensionable compensation, contribution and reporting audit, conducted
pursuant to Government Code Section 31543. I want to thank you and all DolT staff for their
assistance in gathering all the records and documents and making them readily available during
this audit. This cooperation was greatly appreciated and allowed for the audit to be completed in
an efficient manner.

The Preliminary Audit Report is enclosed for your review. [ would direct your attention to the
“Observations” and “Follow-Up Items” sections of the report. A written response from Dol T
pertaining to the “Follow-Up Items” indicated in the report should be sent to CCCERA within
four weeks of the date noted on the report. This response will be included in the “Final Report”
which will be submitted to CCCERA’s Board of Retirement.
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Emptovees Retirement Association Pa ge l 3
2018 Employer Audit



Contra Costa County Department of Information Technology

In addition, I would like to extend my gratitude to DolIT’s payroll and human resources staff and
the courtesy that they extended to CCCERA compliance staff during the review. Should you
wish to discuss or have any questions regarding the items reviewed and the observations
contained within this report, please contact me at 925-521-3960.

Best regards,

Wrally Dutkiewicz
Compliance Officer

Cc: Marc Shorr, Chief Information Officer
Joanne Buenger, Deputy Director DolT
Lisa Driscoll, Finance Director
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Contra Costa County Department of Information Technology

Background

The Contra Costa County Employees’ Retirement Association (CCCERA) is a public employee
retirement system that was established by Contra Costa County on July 1, 1945, and is
administered by the Board of Retirement (Board) to provide service retirement, disability, death,
and survivor benefits for Contra Costa County (County) employees and 16 other participating
agencies under the California State Government Code, Section 31450, et. seq. (County
Employees Retirement Law of 1937 or CERL) and the California Public Employees’ Pension
Reform Act of 2013 (PEPRA).

CCCERA administers the retirement benefits for the employees of Contra Costa County and
participating District employers. Participating employers within the CCCERA retirement system
transmit payroll information and contributions to fund the benefits for their employees.
CCCERA sets up retirees’ accounts, processes applications, calculates retirement allowances,
prepares monthly retirement benefit payment rolls, and makes adjustments to retirement benefits
when needed.

Retirement allowances are computed in accordance with statute using three factors: years of
service, age at retirement, and final compensation. For Legacy (pre-PEPRA) members, final
compensation is defined as the highest average annual compensation earnable (as defined in
G.C. Section 31461) by a member during the last one or three consecutive years of employment
depending on the member’s Tier, unless the member elects a different period with a higher
average. For PEPRA members, final compensation is defined as the highest average annual
pensionable compensation (as defined in G.C. Section 7522.34) earned by the member during a
period of 36 consecutive months.

The employer’s knowledge of the rules relating to membership and payroll reporting facilitates
the employer in providing CCCERA with appropriate employee information. Correct
enrollment of eligible employees and correct reporting of payroll information are necessary for
the accurate computation of a member’s retirement allowance.

The County is comprised of departments which are identified by one or more four digit code(s).
For this audit Dol T was defined as all operations falling under department codes 0060 — Tele-
communications and 0147 — Information Technology.

DolT provides a full range of Information Technology services to the entire Contra Costa
organization. The DolT team manages the central corporate computing complex, a countywide
Wide Area Network (WAN), and numerous Local Area Networks (LANs). DolT provides
business and technical consulting services to departments and managers throughout the
organization.

SR CCCERA

Employees’ Retirement Association Pa ge l 5

2018 Employer Audit



Contra Costa County Department of Information Technology

For fiscal year 2016-2017 the County had budgeted expenditures for Dol T’s salaries and
benefits in the amount of approximately $11,924,0002. For fiscal year 2017-2018 the County
budgeted approximately $12,345,000° for DoIT’s salaries and benefits.

Per CCCERA records, in 2017 DolT had between sixty-four (64) and sixty-eight (68) employees
with active memberships in CCCERA. In 2017 CCCERA received approximately $639,000 in
employee pension contributions and $1,650,000 in employer pension contributions for these
employees. As of December 31, 2017, CCCERA had approximately sixty-eight (68) retirees and
beneficiaries from DolT on record with a total 2017 paid benefit amount of approximately
$3,200,000.

! http://www.co.contra-costa.ca.us/195/Information-Technology
2 http://www.cccounty.us/DocumentCenter/View/43178/Final-County-FY-16-17-for-WEB?bidId=
3 http://www.cccounty.us/DocumentCenter/View/47424/2017-18-Final-County-Budget-?bidld=
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Contra Costa County Department of Information Technology

Scope

The 2013 Pension Reform legislation granted CCCERA the authority under Government Code
Section 31543 to conduct audits of employers to ensure that employee and payroll information
used in the calculation of retiree pension benefits is correct and verifiable. The scope of these
on-site reviews includes:

e Correctness of retirement benefits;

e Reportable compensation;

¢ Enrollment in, and reinstatement to the system (GC 31554);
e Pensionable compensation (GC 31461 and 7522.34);

e Determine if employees convicted of certain felonies have forfeited benefits earned or
accrued from the commission of the felony (GC 7522.72(g) and GC 7522.74(g));

e Review MOUs with respect to compensation and salary regulations (i.e. Vacation Sales,
etc.);

e Determine if compensation is paid to enhance a member’s retirement benefit (GC
31461(b)(1) and 7522.34(c)(1));

e Evaluate employer’s compliance with restrictions on retirees returning to work (GC
7522.56, LR.S. bona fide separation and normal retirement age rules).

The on-site review with DolT was conducted on July 2, 2018. The review period encompassed
active employee records from 2015 through 2017 and retired employee records from 2016
through 2018.

CCGERA
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Contra Costa County Department of Information Technology

The following activities were performed:

» Reviewed the following documents:

o Management Resolution No. 2018/7 for County Elected and Appointed
Department Heads, Management, Exempt, and Unrepresented Employees —
January 1, 2018 — June 30, 2018

o Memoranda of Understanding (MOU):

1. MOU between the County and United Clerical, Technical & Specialized
Employees (AFSME Local 2700) — July 1, 2013 — June 30, 2017

2. MOU between the County and SEIU, Local 1021 — Rank and File Unit —
July 1, 2016 — June 30, 2019

3. MOU between the County and SEIU, Local 1021 — Service Line
Supervisors Unit — July 1, 2016 — June 30, 2019

4. MOU between the County and Teamsters, Local 856 — July 1, 2016 —
June 30, 2019

o Side Letter:

1. Side Letter between the County and AFSME. Local 2700 to amend MOU
by revising section 5.1 General Wages and section 49 Duration of
Agreement — June 27, 2016

» Interviewed key DolT staff members to obtain an understanding of the Department’s
personnel and payroll procedures up to the hand-off to other departments;

» Reviewed the payroll transactions and compared Dol T’s payroll register with the data
reported to CCCERA to determine whether the County correctly reported employees’
compensation;

» Reviewed whether appropriate compensation limits established by the Internal Revenue
Code (IRC) were applied to DolT compensation reported to CCCERA;

» Reviewed DolT’s payroll information reported to CCCERA for all employees to
determine whether pay-rates were reported pursuant to public salary information;

» Reviewed DolT’s process for reporting payroll to CCCERA to determine whether the
payroll reporting elements were reported correctly;

» Reviewed DolT’s employer and employee retirement contribution calculations for
accuracy;

» Reviewed DolT’s employee enrollments to determine whether all enrollment packages
were received in a timely manner by CCCERA and executed correctly;
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Contra Costa County Department of Information Technology

» Reviewed whether all compensation elements that were reported to CCCERA by the
County are pensionable;

» Reviewed a sample of pension benefit calculations;

» Reviewed whether applicable limits established by IRC Section 415 were applied to
retiree pension benefits.
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Contra Costa County Department of Information Technology

Findings & Observations

Accuracy of Payroll Information provided to CCCERA

The accuracy, timeliness and completeness of the pensionable payroil and employee and
employer contributions reported to CCCERA by DolT is to be tested to ensure that member
benefits can be accurately calculated and that the retirement system is receiving accurate
information to manage and report out from its pension administration system.

Test Standards

Pursuant to Board of Retirement Regulations Section IV: Employer pensionable payroll and
corresponding pension contributions are to be reported to the retirement system timely and
accurately. (Contributions And Reporting, 2. Due Dates, 4. Employer Certification).

Due Dates
Each employer shall report to the Association in a manner and frequency as determined by the
Board sufficient for the Board to credit contributions and service to each member’s record.

Unless otherwise specified, reports shall be due no later than the tenth of each month for the
previous month’s payroll and shall be accompanied by member and employer contributions. If
the tenth of the month falls on a weekend or holiday, the due date shall be the last working day
before the tenth. Reports, which are unreadable or incorrect, shall not be accepted and shall be
returned to the employer. (Emphasis added.)

Reports and contributions received after the due date shall be considered late and subject to a
late reporting penalty equal to: the prime rate in effect on the due date computed on a daily,
non-compounding basis and applied to the contributions due.

Enrollment of All Eligible Employees
County Employees Retirement Law of 1937 ~Government Code 31552

Membership in the retirement system begins on the first day of the month following your
employment in an eligible position. Retirement benefit contributions begin with the first
paycheck after membership. All active, eligible employees contribute to the retirement system.
Membership is mandatory for most employees in permanent positions, working half-time or

2 CCOERA
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Contra Costa County Department of Information Technology

more; the exceptions are elected officials, who may choose membership by declaration, and
employees who begin working after the age of 60 who may waive membership in the system.

CCCERA Board Regulations III. Membership, 3. Certifications:

Every employee of the County or district within the county whose employees are members of the
Association shall, upon entry into the Association, complete a sworn statement as provided for in
Gov. Code Section 31526(b). A certified copy of the member’s birth certificate or other evidence
of birth may be required by the Board.

It shall be the employer’s responsibility to assure compliance with this section. The Board shall
assess the employer five hundred ($500) dollars per employee for every month or fraction
thereof that the required certification is not submitted. The Board shall notify the employer in
writing of the imposition of assessment at least thirty days before the assessment.

Compensation Limits:

Federal and state laws place annual limits on the compensation that can be used to determine
contributions and benefits for CCCERA plan members.

Legacy Members:

e The Internal Revenue Code provides for dollar limitations on benefits and contributions
under qualified retirement plans which are adjusted annually for cost-of-living increases.

e  Members who commenced participation in CCCERA on or after January 1, 1996 are
subject to the annual federal Internal Revenue Code Section 401(a)(17) compensation
limit.

e For CERL benefit formulas (General Tiers 1, 3, Safety Tiers A, & C), the 2017 calendar
year compensation limit was increased by the I.R.S. to $270,000 from $265,000 for
calendar year 2016;

e Members who commenced participation in CCCERA prior to January 1, 1996 are not
subject to the Internal Revenue Code annual compensation limit.

PEPRA Members:

e For new employees who commenced participation in CCCERA on or after January 1,
2013 under PEPRA benefit formulas (General Tiers 4,5, Safety Tiers D & E), the
compensation which exceeds that annual pensionable compensation limit under
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Contra Costa County Department of Information Technology

California Government Code Section 7522.10(c) and (d) is not included in determining
benefits or contributions.
e The 2017 calendar year PEPRA compensation limits are as follows:
o For employees enrolled in Social Security — increased to $118,775;
o For employees not enrolled in Social Security — increased to $142,530.
e The 2016 calendar year PEPRA compensation limits are as follows:
o For employees enrolled in Social Security — increased to $117,020;
o For employees not enrolled in Social Security — increased to $140,424.

Compensation Earnable Applicable Law for Legacy Members

"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).)

Pursuant to CCCERA’s “Compensation Earnable Policy”*, Section IT1.D. “Compensation
Earnable” excludes payments for additional services rendered outside of normal working hours:

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.

4 https://www.cccera.org/governance-and-policies
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