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UPDATE ON

The January 2013 newslet-
ter informed our members
that the American Federa-
tion of State County and
Municipal Employees
(AFSCME), Merced County
Sheriff's Employees’ Asso-
ciation (MCSEA) and
two MCERA members filed
a lawsuit against MCERA
and the Board of Retire-
ment to stop MCERA and
the Board from implement-
ing AB 197 on constitu-
tional grounds. The law suit
is still pending and the stay
order issued in this case
requires that MCERA re-
frain from implementing AB
197 and continue to follow
its practice of including
160 hours of vacation pay
in compensation earnable.
The newsletter also re-
ported that the MCERA
Board of Retirement , on
advice of counsel, had de-
termined it could not take a
position on the constitution-
ality of the AB 197 statute.
On February 26, 2013, the
California Attorney General
filed a motion to intervene
in the Merced case and in
three other pending cases
involving similar issues with
Alameda CERA, Marin CERA
and Contra Costa CERA.

AB 197 LEGAL ACTION

The Attorney General
states in their motion that
they are prepared to enter
the cases and defend the
constitutionality of AB
197. MCERA is in the
process of analyzing how
this intervention and a
possible coordination of all
the cases into one venue
will affect the Merced
case. The parties are due
back in Merced Superior
court on May 3, 2013. In
the meantime, the court
order remains in effect
until 60 days after a final
decision is made by the
trail court.

We will continue to up-
date members on this law-

suit as it progresses
Maria L. Arevalo
Plan Administrator

Retirement Board Elec-
tion : April 9, 2013

An election for the mis-
cellaneous seat on the
Retirement Board will
take place on April 9,
2013. All miscellaneous
members of MCERA
should have received a
ballot for this election
from the County Elec-
tions Department. Can-
didates running for this
seat are Darlene Inger-
soll and Jackie Walther-
Parnell. Please partici-
pate in this important
election by casting a
vote. Please call the
Elections department if
you have any questions
about your ballot. (209)
385-7541.
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Q. When is a member a “new”
member under AB 3407

A. The majority of the provi-
sions of the new statute, AB
340, affect new members on
or after January 1, 2013 . A
“new member” under the new
law is :

1. an individual who becomes
an MCERA member for the first
time on or after January 1,
2013.

2. an individual who is a mem-
ber of a reciprocal system but
ineligible for reciprocity prior to
January 1, 2013.

3. an individual who is return-
ing to MCERA but with a differ-
ent employer after January 1,
2013 and whose break in
service was more than 6
months .

Q. What is a current member?

A. Individuals meeting any of
the following conditions are
considered to be current mem-
bers.

1. active members of
MCERA prior to January 1,
2013.

2. deferred members of
MCERA prior to January 1,
2013 who return to active
membership with the same
employer.

3. an individual who be-
comes a member on or after
January 1, 2013 who estab-
lishes reciprocity based on
membership in a reciprocal
system on or before Decem-
ber 31, 2012.

4. former member of MCERA
who terminated membership
and withdrew accumulated
contributions prior to Janu-
ary 1, 2013 and later re-
turns to the same employer
and re-deposits withdrawn
contributions.

Q. How is one eligible for
reciprocity ?

A. To be eligible for reciproc-

ity, a member must meet
the requirement of moving
from one public employer
to another reciprocal pub-
lic employer within six
months of terminating
from the first public em-
ployer.

Q. What tier do new mem-
bers belong to ?

A. In the Merced County
Employees' Retirement
Association, new members
belong to Tier 4. Tier 4 is
the new PEPRA* tier which
stands for the Public Em-
ployees’ Pension Reform
Act .

Call the MCERA office for
further information about
the new PEPRA Tier.

NEW VALUATION REPORT IS APPROVED

In accordance with Section
31453 of the County Employ-
ees’ Retirement Law of 1937,
the Merced County Employ-
ees’ Retirement Association
(MCERA) has requested and
received an actuarial valua-
tion of the retirement fund as
of June 30, 2012.

The purpose of the report is to
review the experience of the
plan over the past year, to
discuss reasons for changes
in Plan cost and to compute
the annual employer and
member contributions to the
plan. On January 14, 2013
and February 28, 2013, EFI
Actuaries presented a Prelimi-
nary Valuation Results Report
to the Board. On March 14,
2013 the Board of Retirement
approved the final Valuation

Report for the period ending
June 30, 2012 and adopted
new employer contribution
rates for Tier 1 and Tier 2.
Based on the current as-
sumptions of 7.75% annual
investment earnings rate,
3.50% inflation rate and a
17 year amortization period,
the new employer contribu-
tion rate equates to an aver-
age contribution rate for the
total group of 44.10%. This
represents an increase of
3.05% over the current av-
erage rate. The increase in
rate is due to demographic
changes of increased retire-
ments and disabilities, re-
duced deaths and with-
drawals and a negative in-
vestment experience for the
time period. There is a slight

reduction to the member
contribution rates from the
prior valuation report due to
a change in the mortality
table for females.

The Report also reflects an
increase in actuarial liabili-
ties for the fund and an in-
crease in the actuarial value
of the fund.

The Retirement Board will
consider the full report and
its findings when they de-
velop a new asset alloca-
tion study in the next few
months.

The complete Actuarial Re-
view and Analysis as of June
30, 2012 is available on the
MCERA website.
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U.S. equity market results
were mixed during the fourth
quarter of 2012. The uncer-
tainty of the U.S. presidential
election, concerns about the
fiscal cliff, and across ===

the board spending [
cuts all contributed to |
the mixed results in
the market. The S&P
500 index finished the
fourth quarter down
0.4% compared to
6.4% in the third quar-
ter. But despite the negative
return in the fourth quarter,
the overall market for the
year was positive, posting
double digit return of 16% for
the year ending December

31, 2012.

The International market con

continued its growth in the
fourth quarter and made sub-
stantial gains with the Euro-
pean Central Bank providing
more stimulus in the recovery
p effort in
| Europe, and
| the  stabili-
zation in
W economies

. i of emerging
g markets.
Overall the
MSCI EAFE
index returned 6.6% for the
quarter and 17.9% for the
year. Emerging market was up
5.6% for the quarter and
18.2% for the year.

MCERA’s total portfolio re-
turned 2.7% during fourth
quarter of 2012. This return
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outperformed the bench-
mark return of 2.2% and
ranked in the 4t percen-
tile. Over the past year,
MCERA’s fund returned
12.3%, underperformed
the 13.2% return for the
benchmark and ranked in
the 46t percentile. Total
assets on December 31,
2012 were $540 million,
which represents an in-
crease of $16 million from
the September 30, 2012
total asset of $524 million.

Below you will find
MCERA’s cumulative per-
formance results versus
the benchmark as of De-
cember 31, 2012

Last 1Year 3Year 5 Year 7 Year 10 Year Since
Quarter Inception
TOTAL FUND 2.7% 12.3% 8.8% 1.8% 4.2% 6.6% 8.1%
FUND 2.2% 13.2% 9.0% 2.7% 4.7% 6.7% 5.2%
BENCHMARK

The MCERA Board of trus-
tees issued a Request for
Proposal in October of
2012 for general invest-
ment consulting services.
Responses were due No-
vember 26, 2012. MCERA
received seven responses
to the RFP. An RFP ad hoc
committee was appointed
by the Board Chair to re-
view the responses and

make a recommendation
to the full Board. The
committee evaluated the
responses and recom-
mended three finalists,
Milliman, Strategic Invest-
ment Solutions and Wurts
Associates. After a thor-
ough review of the pro-
posals and a visit to each
of the finalists, the com-
mittee recommended hir-

Investment
in San

ing Strategic
Solutions based
Francisco, California. At
the March 14, 2013 Board

meeting, the Board ap-
proved the committee’s
recommendation.

We look forward to work-
ing with SIS on our invest-
ment polices and will soon
conduct a new asset allo-
cation study.

Deidre Kelse

im Pachecc

y McWatt

Alternate

Alternate




