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MINUTES 
 

FINANCE AND RISK MANAGEMENT COMMITTEE MEETING 
MARIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

 
Retirement Board Conference Room 

One McInnis Parkway, 1st Floor 
San Rafael, CA 

 
October 12, 2009    10:00 A.M. 

 
 

CALL TO ORDER   Chair Arrigoni called the meeting to order at 10:05 A.M. 
 
ROLL CALL  PRESENT: Arrigoni, Bolger, Phillips, Richardson 
 
   ABSENT: Given, Sweet 
 
MINUTES  June 30, 2009  Finance and Risk Management Committee meeting 

 July 8, 2009 Finance and Risk Management Committee meeting 
 July 14, 2009 Finance and Risk Management Committee meeting 
 July 29, 2009 Finance and Risk Management Committee meeting 

August 13, 2009 Finance and Risk Management Committee meeting 
September 3, 2009 Finance and Risk Management Committee meeting 
 

It was M/S Richardson/Phillips to approve June 30, July 8, July 14, July 29, and August 13, 2009, 
minutes as submitted; and to approve September 3, 2009 minutes as amended. 
 
 AYES: Arrigoni, Bolger, Phillips, Richardson 
 NOES: None 
 ABSTAIN: None 
 ABSENT: Given, Sweet 
  
A. OLD BUSINESS  
    

1. Administrative Budget FY09-10 (Action)           
a.  Discuss legal issues regarding Administrative Budget, including recommending possible 

amendment to Administrator’s contract re investment-related services 
 

Chair Arrigoni requested that counsel provide a summary of her analysis of whether or 
not investment-related expenses may be removed from the administrative budget for 
purposes of the 18 basis point legislative limit.  Counsel Dunning reviewed the issues 
and concluded that the applicable statute remains open to interpretation on this issue, but 
that it would be reasonable for a portion of the Retirement Administrator’s salary and 
benefits to be allocated to investment services.  In response to Trustee Bolger’s query as 
to the level of risk associated with such an interpretation, counsel responded that the risk 
would be in the middle of the range, adding that there is no question that the Retirement 
Administrator assists in investment services.  Trustee Phillips said that he understood 
there is some risk in charging the salary/benefits to investment expense, but that  other 
37 Act systems are following the same course of action.  Chair Arrigoni cautioned that 
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there is a political component involved due to the Committee’s recent recommendation 
to deny a supplemental ad hoc COLA this year. 
 

b. Consider and make recommendations to Board regarding adoption of Administrative 
Budget for FY 2009-2010 

 
The Chair reported  that the budget as presented exceeded the legislative 18 basis point 
limit by over $165,000, and suggested that alternatives for reducing the budget be 
presented by the Retirement Administrator.  It was noted that the prior year’s budget was 
within the limit.  There was discussion to the effect that staffing may need to be reduced 
as it is a fixed expense.  The Retirement Administrator said that filling positions 
formerly held by extra hires during training with regular employees increases 
salary/benefits expense by 40%.   Benner argued that while there has been a significant 
year-to-year increase in salary expense, the current staffing level is appropriate to 
MCERA’s complex system and is comparable to peer systems.  The staffing increase, 
therefore, reflects the correction of a seriously under-staffed situation which had caused 
numerous complaints of inferior service in prior years, Benner stated.   She said she 
estimated current year overtime based on  prior experience of the continuing need to 
reduce backlog, reach a sustainable work flow and complete the still-required manual 
calculations.  Due to the extended CPAS implementation schedule and the recently 
announced VSIP (voluntary separation incentive) program, which will add to the work 
load during the busiest time of the year, the Administrator said she expects overtime will 
be needed. 
 
Chair Arrigoni asked whether regular hire employees could be reverted to extra hire 
employees. Benner indicated that regular hires must complete a 12 month probationary 
period and could only be reconverted to extra hire if they failed probation.   Discussion 
ensued regarding the number of extra hire positions remaining.  Trustee Phillips asked if 
it would be problematic to keep the extra hires from becoming regular hires, and it was 
noted that the County Personnel Management Regulations prohibit retention of extra 
hires for more than 12 months except in exceptional situations, and that most employees 
seek benefits.   
 
The Retirement Administrator offered several suggestions for reducing the budget 
including: 1) shifting one employee’s salary and benefits into the IT allocation, 2) 
moving a portion of other IST/CPAS-related staff salaries/benefits into the IT allocation;  
3) deferring furniture and signage purchases; 4) reducing Board operating expenses by 
eliminating some subscriptions and reverting some standing committees to ad hoc status; 
5) reducing reception staff by one extra hire; and 6) eliminating overtime. 
 
Consultant John Maher recommended that contingencies be allowed for in the budget in 
order to assure compliance with the 18 basis point limit.  Trustee Phillips said that he 
believed the budget was within $65,000 of meeting the 18 basis point limit, while Chair 
Arrigoni said he would like to see $165,000 cut by the Retirement Administrator.   
Trustee Phillips suggested that the Committee provide the Board with two options. 
 
Phillips asked what the consequences would be should expenses exceed the 18 basis 
points.  Benner stated that there were not consequences provided by the 1937 Act and 
that the Auditor would report any overage as a technical violation, but that such a report 
would not impact their ability to provide an an unqualified opinion.  Counsel said other 
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laws could be invoked to challenge a violation of the 18 basis point cap and that the 
Committee should track expenses carefully in order to identify material variations.  The 
Chair asked if the current year audit contains any information which would affect the 
budget and Benner said there were none.   
 
Trustees Phillips and Arrigoni suggested that the Administrator formulate a staffing plan 
to reflect possible layoffs in order to fit within next year’s budget, which they expect to 
be materially reduced.  Administrator Benner recommended that the Committee should 
consider the likelihood of a significant decline in the quality of member services and 
offered to identify areas that would be particularly vulnerable to staff reductions.    It was 
agreed to invite the Retirement  Manager to the meeting to comment. 
 
The meeting recessed from 10:57 am to 11 am. 
 
John Maher suggested that the wording in the Administrators’ amended employment 
agreement be refined in order to address the issue more clearly.  The discussion moved 
to the accounting treatment for IT expenses, with consultant Maher arguing that costs 
should be expensed during the decision-making phase and must be capitalized thereafter.  
Administrator  Benner stated that currently costs were being expensed with the 
expectation of depreciating Phase II, with a total cost of $4.5 million.   She said that the 
Phase II implementation will not happen until the next fiscal year.  Maher said the 
question at hand was whether expenses are post-implementation, stating that the rule is 
that costs are expensable only prior to development.  Benner said that Maher’s 
interpretation is contrary to her understanding as well as the guidance provided by the 
Auditor to date.  Benner said the audit has been completed and approved with the 
exception of outstanding items from the County.  Chair Arrigoni suggested working with 
the auditor in order to clarify this issue.   

 
The $1 million per year available for for IT upgrades sunsets in 2013, according to the 
Administrator.  
 
The Administrator introduced Helen Moody, Retirement  Manager, to the Committee 
and asked her to discuss the impact on services if: 1) extra hires are not hired as regular 
employees; 2) staff were reduced, and 3)  if overtime is eliminated.  Moody cautioned 
that while significant progress has been made, the workload is still challenging and 
requires adequate staff as well as expertise, with the current staff more knowledgeable 
than at any other time since she joined  MCERA.  She pointed out that benefits are 
genuinely important, using the example that one extra hire is currently looking for 
another job.  If extra hires are not allowed to compete for regular positions, additional 
turnover will be the likely result, she stated.  Trustee Phillips pointed out that salaries are 
fixed costs and if any positions could be identified which may not be needed in two 
years, then it would be helpful to leave them as extra hire.  Trustee Richardson asked 
how many cases the Retirement Manager processes per week and she responded 
approximately 10.  Chair Arrigoni pointed out that the VSIP program will add to the 
benefits workload.  The Chair requested that Helen Moody provide a summary letter to 
the Board which she agreed to provide. 

 
Discussion revolved around whether some administrative costs could be passed along to 
member agencies.  Administrator Benner pointed out that in the current environment it 
would be difficult to increase contribution rates.  The county allocates IST overhead 
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based on help-desk calls, Benner said, which she believes is not justifiable for the prior 
year due to the impact of SAP on MCERA, which was wholly borne by MCERA.  
Counsel advised that if the budget hits the 18 basis point limit then the Retirement 
Administrator could refuse to pay the county’s charges of overhead to MCERA.  The 
Chair suggested the Retirement Administrator and counsel draft a proposal to address 
this issue with the County, along with possible deferment or elimination of the overhead 
charge.  Trustee Richardson said that the budget would have to be conservative in order 
to broach the overhead issue with the County. 
 
Trustee Bolger asked whether an approximate asset figure for year ending 2009 could be 
presented and used to develop a pro forma budget for the following fiscal year.  The 
Administrator agreed to provide the pro forma, noting that the fund assets were well on 
their way to recovery.  It was determined that budget discussions would continue at the 
Board’s Strategic Workshop, with the Retirement Administrator presenting budget 
alternatives at that time.  
 

B. OPEN TIME FOR PUBLIC EXPRESSION 
None 
 

There being no further business, the meeting was adjourned at 11:56 a.m. 
 

 
 
 
 
_____________________________________        _________________________________________ 
Peter Arrigoni, Chair          Attest:  Tom Ford, Acting Retirement Administrator 
 

 
 
 
 
 


