AGENDA

REGULAR BOARD MEETING
MARIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION (MCERA)

One MclInnis Parkway, 1st Floor
Retirement Board Chambers
San Rafael, CA

February 8, 2023 — 9:00 a.m.

This meeting will be held via videoconference pursuant to MCERA Board of Retirement
Resolution 2021/22-01, which invoked Government Code section 54953(e) for all MCERA
Board and standing committee meetings through February 10, 2023.

Instructions for watching the meeting and/or providing public comment, as well as the links for
access, are available on the Watch & Attend Meetings page of MCERA’s website. Please visit
https://www.mcera.org/retirementboard/agendas-minutes/watchmeetings for more information.

The Board of Retirement encourages a respectful presentation of public views to the Board. The
Board, staff and public are expected to be polite and courteous, and refrain from questioning the
character or motives of others. Please help create an atmosphere of respect during Board
meetings.

CALL TO ORDER
ROLL CALL
MINUTES

January 11, 2023 Board meeting
January 18, 2023 Investment Committee meeting

A. OPEN TIME FOR PUBLIC EXPRESSION
Note: The public may also address the Board regarding any agenda item when the Board
considers the item.

Open time for public expression, from three to five minutes per speaker, on items not on the
Board Agenda. While members of the public are welcome to address the Board during this
time on matters within the Board’s jurisdiction, except as otherwise permitted by the Ralph
M. Brown Act (Government Code Sections 54950 et seq.), no deliberation or action may be
taken by the Board concerning a non-agenda item. Members of the Board may (1) briefly
respond to statements made or questions posed by persons addressing the Board, (2) ask a
question for clarification, or (3) provide a reference to staff for factual information.
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B. MATTERS OF GENERAL INTEREST
1. Annual Cost of Living Adjustment (COLA) (ACTION)

2. Actuarial Valuation Report as of June 30, 2022 (ACTION) — Cheiron, Graham Schmidt
Consider and take possible action to adopt Actuarial Valuation Report as of June 30, 2022

C.BOARD OF RETIREMENT MATTERS
1. Administrator’s Report
a. Administrator’s Update

b. Staffing Update

c. Facility Use Report

d. Future Meetings
— March 1, 2023 Board
— March 22, 2023 Finance and Risk Management Committee
— March 29 Investment Committee

2. Trustee Comments
a. Educational Training: Reports by Trustees and Staff

b. Other Comments

D. NEW BUSINESS
1. Election of Vacant Third General Member Position (ACTION)
Consider, discuss, and take possible action regarding timing of election for Third General
Member

2. Form 700 Refresher — Nossaman, Ashley Dunning
Presentation on Updated Fair Political Practices Commission Form 700 and Related Rules

3. Public Employee Performance Evaluation (CLOSED SESSION)
In accordance with MCERA’s Retirement Administrator Annual Performance Evaluation
Policy, Section 3(b), conduct informal mid-year performance review

4. Future Meetings
Consider and discuss agenda items for future meetings

E. OTHER INFORMATION
1. Training Calendar (ACTION)

F. CONSENT CALENDAR (ACTION)

Note on Process: Items designated for information are appropriate for Board action if the Board
wishes to take action. Any agenda item from a properly noticed Committee meeting held prior to
this Board meeting may be considered by the Board.

Note on Voting: As provided by statute, the Alternate Safety Member votes in the absence of
the Elected General or Safety Member, and in the absence of both the Retired and Alternate
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Retired Members. The Alternate Retired Member votes in the absence of the Elected Retired
Member. If both Elected General Members, or the Safety Member and an Elected General
Member, are absent, then the Elected Alternate Retired Member may vote in place of one absent

Elected General Member.
P o) ®
&l 2 ]

Agenda material is provided upon request. Requests may be submitted by email to
MCERABoard@marincounty.org, or by phone at (415) 473-6147.

MCERA is committed to assuring that its public meetings are accessible to persons with
disabilities. If you are a person with a disability and require an accommodation to participate in a
County program, service, or activity, requests may be made by calling (415) 473-4381 (Voice),
Dial 711 for CA Relay, or by email at least five business days in advance of the event. We will
do our best to fulfill requests received with less than five business days’ notice. Copies of
documents are available in alternative formats upon request.

The agenda is available on the Internet at http://www.mcera.org
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For consideration at February Board meeting

MINUTES

REGULAR BOARD MEETING
MARIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION (MCERA)

One MclInnis Parkway, 1st Floor
Retirement Board Chambers
San Rafael, CA

January 11, 2023 — 9:00 a.m.

This meeting was held via videoconference pursuant to MCERA Board of Retirement Resolution
2021/22-01, which invoked Government Code section 54953(e) for all MCERA Board and
standing committee meetings through January 13, 2023. The public was able to listen to and
observe the meeting and provide comment through Zoom.

CALL TO ORDER
Chair Murphy called the meeting to order at 9:01 a.m.
ROLL CALL

PRESENT: Cooper, Gladstern, Klein, Martinovich, Murphy, Silberstein, Vasquez, Werby,
Gullett (alternate safety), Jones (alternate retired), Shaw (ex officio alternate)

ABSENT: None
MINUTES

It was M/S Werby/Silberstein to approve the December 7, 2022 Investment Committee Meeting
Minutes as submitted. The motion was approved by a vote of 9-0 as follows:

AYES: Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
NOES: None

ABSTAIN: None
ABSENT: None

It was M/S Gladstern/Cooper to approve the December 14, 2022 Board Meeting Minutes as
submitted. The motion was approved by a vote of 9-0 as follows:

AYES: Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
NOES: None

ABSTAIN: None
ABSENT: None
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For consideration at February Board meeting

A. OPEN TIME FOR PUBLIC EXPRESSION
Note: The public may also address the Board regarding any agenda item when the Board
considers the item.

Open time for public expression, from three to five minutes per speaker, on items not on the
Board Agenda. While members of the public are welcome to address the Board during this
time on matters within the Board’s jurisdiction, except as otherwise permitted by the Ralph
M. Brown Act (Government Code Sections 54950 et seq.), no deliberation or action may be
taken by the Board concerning a non-agenda item. Members of the Board may (1) briefly
respond to statements made or questions posed by persons addressing the Board, (2) ask a
question for clarification, or (3) provide a reference to staff for factual information.

No members of the public provided comment.

B. TOPIC OF GENERAL INTEREST
1. Reconsideration of State of Emergency conditions under Assembly Bill (AB) 361

(ACTION)

Reconsider and take possible action to invoke Government Code section 54953(e), and to
extend MCERA Resolution 2021/22-01 Authorizing Teleconferencing for Board and
Standing Committee Meetings through February 10, 2023, because at least one of the
following circumstances exists:

1. The State of Emergency proclaimed remains in effect and continues to directly impact
the ability of the members to meet safely in person; or

2. State or local officials continue to impose or recommend measures to promote social
distancing.

Retirement Administrator Jeff Wickman stated the Board is to consider whether one or
both conditions listed above exist to invoke Government Code section 54953(e), and to
extend MCERA Resolution 2021/22-01 Authorizing Teleconferencing for Board and
Standing Committee Meetings through February 10, 2023. The extension would allow the
January 18, 2023 Investment Committee and February 8 Board meetings to be held
remotely. Staff recommends extending remote meeting provisions for this purpose. The
State of Emergency will be lifted on February 28, 2023 as announced by the Governor.
Beginning in March Retirement Board meetings will be held in person. The public will
continue to have access to meetings through live streaming.

It was M/S Gladstern/Silberstein to invoke Government Code section 54953(e), and to extend
MCERA Resolution 2021/22-01 Authorizing Teleconferencing for Board and Standing
Committee Meetings through February 10, 2023 because both of the conditions listed above still
exist. The motion was approved by a vote of 8-1 as follows:

AYES: Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez, Werby
NOES: Cooper

ABSTAIN: None

ABSENT: None
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For consideration at February Board meeting

C. MATTERS OF GENERAL INTEREST

1.

Preliminary Actuarial Valuation Results June 30, 2022 — Cheiron, Graham Schmidt,
Bill Hallmark
Presentation of preliminary results for the annual actuarial valuation

Graham Schmidt, Actuary with Cheiron, presented preliminary results of the Actuarial
Valuation as of June 30, 2022. Mr. Schmidt stated the Actuarial Valuation is a snapshot in
time and is used to establish employer and employee contribution rates effective July 1,
2023. The funding target, which is the Actuarial Liability, is $3,327 million, an increase
of about 3.4% from the prior valuation. Assets available to pay the benefits are $3,010
million which means there is a $317 million Unfunded Actuarial Liability. This results in
a funded ratio of 90.5% for the Plan as a whole. By employer, the funded ratio is 92.3%
for the County and Special District group, 83.5% for the City of San Rafael, and 90.7%,
for the Novato Fire Protection District.

Mr. Schmidt explained that employer contribution rates are developed by combining the
Unfunded Actuarial Liability amortization payment, employer Normal Cost, and
administrative expenses as a percentage of payroll. This results in an employer
contribution rate of 26.9% for the Plan as a whole. For the County and Special District
group the employer contribution rate is 21.85%. The City of San Rafael has a higher
employer contribution rate of 56.74% due to its higher ratio of Safety members and larger
Unfunded Actuarial Liability as compared with assets. The Novato Fire Protection
District employer contribution rate of 44.27% is a result of its relatively higher Normal
Cost due to having mostly Safety members.

Mr. Schmidt noted the employer contribution rates have declined from the prior year, with
the exception of the Novato Fire Protection District. The reason for this is the portion of
the investment gains from June 30, 2021 being phased in this year exceeded this year’s
funding losses. Bill Hallmark, Actuary with Cheiron, explained that the 2022 loss is
amortized over 24 years with phase in and phase out periods. When compared with the
amortization of the prior year’s investment gains, the loss amortization is smaller.
Another factor decreasing the employer contribution rate was the Normal Cost rate
decreasing by 0.25% due to the increase in active PEPRA members. In addition, payroll
grew more than expected, resulting in the expenses being funded across a higher payroll
base.

Mr. Schmidt discussed differences in employer contribution rates among employer
groups. Both the City of San Rafael and the Novato Fire Protection District had a larger
expected decline in contribution rates than the County. This is because in general asset
gains and losses affect these two employers more as a percentage of pay because they
have more Safety benefits. Also, San Rafael had an increase in Miscellaneous members
as compared with Safety members, which reduced its contribution rate. Both the County
of Marin and San Rafael had an increase in overall payroll that reduced their contribution
rates. For Novato payroll shrank, causing their employer contribution rate to increase.
The net change in employer contribution rates from the prior year for MCERA as a whole
was a decrease of 0.7%. Employer contribution rates decreased 0.5% for the County of
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For consideration at February Board meeting

Marin group and 2.2% for the City of San Rafael, and increased for the Novato Fire
Protection District by 1.3%.

The final Actuarial Valuation report will be presented at the February 2023 Board
meeting. Trustee Gladstern asked about funding for the COLA and Mr. Schmidt replied
the cost of the post-retirement COLA is included in the contribution rates paid by the
employees and employer. Trustee Werby asked about the liability increase which Mr.
Schmidt said is a combination of items. Liabilities are expected to increase as more
benefits accrue, and there were some actuarial losses due to wages increasing more than
the assumption.

D. BOARD OF RETIREMENT MATTERS
1. Administrator’s Report

a.

MCERA

Administrator’s Update

Mr. Wickman reported Trustee Tomlin has resigned her position as the Third Member
of the Retirement Board effective January 3, 2023. MCERA Bylaws require an
election to fill the position prior to the normal election in the summer for the Third
Member’s next 3-year term of office beginning November 1, 2023. In the interim, the
law provides that the Alternate Safety Member fills the position until a successor
qualifies. The discussion about how the election will occur will be agendized for the
February 8, 2023 Board meeting.

The mid-year Retirement Administrator informal performance evaluation occurs at the
February Board meeting. Mr. Wickman will provide updated Business Objectives in
support of this process.

Activity has picked up with potential tenants touring Suite 150 at One Mclnnis
Parkway. The Administrator will engage the Ad Hoc One Mclnnis Committee on

proposed lease terms as needed.

Staff have reached an agreement with Linea Secure for Chief Information Security
Officer services.

Staffing Update

The Assistant Retirement Administrator recruitment has been published and
applications are due in early February.

A recruitment for a Retirement Benefits Technician was opened due to recent
turnover.

Facility Use Report

Beginning in March, MCARE will be holding its monthly meetings in the Executive
Conference room.
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For consideration at February Board meeting

d.

Future Meetings

— January 18, 2023 Investment Committee
— February 8, 2023 Board

2. Trustee Comments

a.

Educational Training: Reports by Trustees and Staff

Counsel Dunning attended the CalAPRS Attorney Breakout Session at the fall SACRS
Conference. The first topic of discussion was Brown Act teleconferencing options
reflected in a related assembly bill which have been presented to the Board. There
was a presentation on disability retirement law regarding presumptions and another on
felony forfeiture law. In a litigation update unpublished decisions were reviewed in
support of the Los Angeles County Employees Retirement Association (LACERA)
application of retirement law for its members and being affirmed by the courts.

Ms. Dunning’s colleague Yuliya Oryol presented proposed SEC rules that were
discussed at the Nossaman Fiduciaries’ Forum.

Other Comments

No other comments by the trustees.

E. NEW BUSINESS
1. Fiduciary Liability Insurance (ACTION)

Consider and take possible action on selection of fiduciary liability insurance provider.

Mr.

Wickman presented provisions for the renewal of fiduciary liability insurance. He

noted the insurance renewal process was started in August 2022. The current provider,
Euclid/Hudson Insurance Company, has offered to renew the fiduciary liability insurance
policy with an increase of just under $2,000 from the prior year. Board Counsel Ashley
Dunning and her colleague Jim Vorhis reviewed the proposal and were satisfied with its
terms. Staff recommends that the fiduciary liability insurance renewal be approved.

It was M/S Werby/Gladstern to select Euclid/Hudson Insurance Company as fiduciary liability
insurance provider for 2023 in accordance with the proposed agreement. The motion was
approved by a vote of 9-0 as follows:

AYES:

NOES:

Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
None

ABSTAIN: None

ABSENT:

None

2. Notification of SACRS Board of Directors election 2023-2024

Consider and discuss election process and deadlines

Mr.

Wickman presented the annual Notification of SACRS Board of Directors election for

2023-2024. It sets forth the timeline for receiving nominations, sending the ballots, and

MCERA
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For consideration at February Board meeting

the election date. Trustees interested in being nominated were encouraged to let him
know.

3. Future Meetings
Consider and discuss agenda items for future meetings.

No discussion of future meetings.

F. OTHER INFORMATION
1. Training Calendar (ACTION)

Mr. Wickman presented the monthly Training Calendar, highlighting additional events
and attendees for 2023. These included numerous new CalAPRS events and a Callan
Introduction to Investments course. He noted the Pension Bridge Conference is in San
Francisco in April and that the DFA Institutional Symposium overlaps with the May
Board meeting. Trustees Silberstein and Vasquez plan to attend the Council of
Institutional Investors (CII) Spring Conference in Washington, D.C.

It was M/S Werby/Gladstern to approve the Training Calendar as submitted. The motion was
approved by a vote of 9-0 as follows:

AYES: Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
NOES: None

ABSTAIN: None
ABSENT: None

G.CONSENT CALENDAR (ACTION)

Mr. Wickman presented the monthly Consent Calendar for consideration by the Board. He
reported that the member who received the large refund of contributions was advised the
refund would terminate any future pension benefit from MCERA.

It was M/S Gladstern/Silberstein to approve the Consent Calendar as submitted. The motion was
approved by a vote of 9-0 as follows:

AYES: Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
NOES: None

ABSTAIN: None
ABSENT: None

MCERA January 11, 2023 Board Meeting Minutes 6 of 8



For consideration at February Board meeting

CONSENT CALENDAR

MCERA BOARD MEETING, WEDNESDAY, January 11, 2023

DECEMBER 2022
RETURN OF CONTRIBUTIONS
Letitia Bauer Partial Refund of Contributions (30 year) $ 7,136.89
Madeline Bryant Partial Refund of Contributions (correction) $ 1,528.22
Michael Garrison Refund of Contributions (termination) $ 121,849.87
Cameron Hunter Refund of Contributions (termination) $ 5,512.34
Houa Lor Refund of Contributions (termination) $ 17,125.04
John Tanner Refund of Contributions (termination) $ 13,535.36
BUYBACKS
Gabriela Chiapellone $ 1,147.29
Carol Farrer $ 3,726.06
Kristian Louie Nadal $ 2,681.29
Dillon Plumbtree $ 30,040.24
Martha Rojas $ 412.62
Rachel Roomian $ 1,500.00
NEW RETIREES

Charles Edwards County of Marin - Sheriff/Coroner
Lisa Holton City of San Rafael
Erin Lynch County of Marin - Health & Human Services
Michael A. Martinez Southern Marin Fire
Donna McLeran County of Marin - Sheriff/Coroner
Debbie Meyer County of Marin - Health & Human Services
Josie Sanguinetti County of Marin - Sheriff/Coroner
Anthony Tantarelli County of Marin - Sheriff/Coroner
Kristie Wheeler County of Marin - Community Development

DECEASED RETIREES
Reno Angiolini County of Marin - Fire
Christine Bassett County of Marin - Health & Human Services
Roberta Boyer County of Marin - Health & Human Services
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For consideration at February Board meeting

Larry Elliott County of Marin - Cultural Services
Jennifer Fisher County of Marin - Sheriff/Coroner

June Garrett County of Marin - Beneficiary

Marjorie Harmon County of Marin - Health & Human Services
Richard McKone County of Marin - Probation

Margaret Patterson County of Marin - Administrator

Frank Prim City of San Rafael

Anthony Russo County of Marin - Sheriff/Coroner

Sandra Vaughn City of San Rafael - Beneficiary

There being no further business, Chair Murphy adjourned the meeting at 9:49 a.m.

Jeff Wickman Michelle Hardesty

Retirement Administrator Assistant Retirement Administrator
On behalf of: On behalf of:

Laurie Murphy, Board Chair Maya Gladstern, Secretary
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For consideration at February Board meeting

MINUTES

INVESTMENT COMMITTEE MEETING
MARIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION (MCERA)

One Mclnnis Parkway, 1st Floor
Retirement Board Chambers
San Rafael, CA

January 18, 2023 — 9:00 a.m.

This meeting was held via videoconference pursuant to MCERA Board of Retirement Resolution
2021/22-01, which invoked Government Code section 54953(e) for all MCERA Board and
standing committee meetings through February 10, 2023. The public was able to listen to and
observe the meeting and provide comment through Zoom.

CALL TO ORDER
Chair Klein called the meeting to order at 9:29 a.m.
ROLL CALL

PRESENT: Cooper, Gladstern, Klein, Martinovich, Murphy, Silberstein, Vasquez, Werby,
Gullett (alternate safety), Jones (alternate retired), Shaw (ex officio alternate)

ABSENT: None

A. OPEN TIME FOR PUBLIC EXPRESSION
Note: The public may also address the Committee regarding any agenda item when the
Committee considers the item.

Open time for public expression, from three to five minutes per speaker, on items not on the
Committee Agenda. While members of the public are welcome to address the Committee
during this time on matters within the Committee’s jurisdiction, except as otherwise
permitted by the Ralph M. Brown Act (Government Code Sections 54950 et seq.), no
deliberation or action may be taken by the Committee concerning a non-agenda item.
Members of the Committee may (1) briefly respond to statements made or questions posed
by persons addressing the Committee, (2) ask a question for clarification, or (3) provide a
reference to staff for factual information.

No members of the public provided comment.
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For consideration at February Board meeting

B. MANAGER REPORTS
1. Manager Overview — Jim Callahan, Callan LLC

Jim Callahan, President of Callan LLC, said MCERA’s three private credit managers, AB
CarVal Investors, Fortress Investment Group LLC, and Viérde Partners, are presenting
portfolio reviews. In 2020 MCERA committed a total of $100 million to these managers
as an Opportunistic investment with an allocation range of zero to 5% of the Fund. Just
over half of the total commitment has been called, representing slightly under 2% of total
MCERA assets.

2. AB CarVal Investors — Credit Value Fund V — Jody Gunderson, Matthew Hanson
TIME CERTAIN: 9:05 a.m.

Matt Hanson, Managing Director, said AB CarVal currently focuses on specialty finance,
structured credit, clean energy, and dislocations. Mr. Hanson introduced Jody Gunderson,
Managing Principal for AB CarVal, who reported CarVal was sold to Alliance Bernstein in
the middle of 2022. She said the firm is still independently managed by the same, stable
team and hires with a focus on diversity.

Mr. Hanson reported MCERA’s $33.5 million commitment in the Credit Value Fund V
was 65% called as of December 31, 2022. The remaining 35% of capital will be called in
2023. He said the focus of the fund is on deliberate deployment into illiquid credit
opportunities. The fund seeks to deploy opportunistically in more liquid credit situations
as dislocations present themselves around the globe. Mr. Hanson noted that Covid-related
corporate distress opportunities were short-lived due to the swift and large governmental
fiscal and monetary policy response in 2020.

Mr. Hanson said the majority of holdings are loan portfolios and structured credit. He
pointed out that the 17% allocation to corporate securities is underweight due to exercising
deliberation and patience in a richly priced market.

Ms. Gunderson said loan portfolios are diversified across consumer, residential real estate,
and commercial real estate. The residential market in particular has been going through a
major dislocation due to rising interest rates. This resulted in securitization markets that
were barely functioning as banks stepped away, leading to the opportunity to provide
liquidity. The fund holds meaningful structured credit positions in investment-grade rated
tranches. In addition, holdings include well-secured, single real estate debt financing in the
U.S. and Europe.

Turning to the market outlook, Ms. Gunderson said 2022 was a dramatic year with four
negative investment themes — the cost of funds, cost of inflation, retrenching banks, and
slowing economic activity. These themes are expected to impact all aspects of the
economy, leading to depreciating asset prices and an uptick in corporate defaults. In the
specialty finance sector opportunities include commercial real estate and consumer lending
as banks limit lending due to concerns about fundamentals. In the clean energy sector
negative themes are balanced by high energy prices, the Inflation Reduction Act, and
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For consideration at February Board meeting

growing markets. Transactions include financing for clean energy developers and buying
high-quality residential solar loans.

Trustee Werby asked about the effect of a potential fiscal cliff for the U.S. Government. In
response Ms. Gunderson said AB CarVal would be ready to reset investments based on the
higher risk. She added many loan portfolios are considered investment grade to
compensate for uncertainties.

Chair Klein asked what the strategy would be in the event the fund became the owner of
commercial real estate. Ms. Gunderson replied when making loans backed by commercial
real estate a judgment is made on how to maximize returns to investors. This may include
holding the real estate for a period of time. Chair Klein asked about loans backed by office
space. Ms. Gunderson replied of 35 single asset real estate positions, two are offices. She
noted real estate holdings are concentrated in hotels and multi-family.

Trustee Vasquez asked if counterparty risks for collateralized loan obligations are similar
to what occurred during the Great Financial Crisis (GFC). In response, Ms. Gunderson
said there have been no issues from vendors with the monthly valuation of structured
products. She noted structured products have been simplified since the GFC to avoid risk
in the system.

3. Fortress Investment Group LLC — Credit Opportunities Fund V Expansion — Joshua Pack,
Danny Kayne, Jill Chanes
TIME CERTAIN: 9:35 a.m.

Jill Chanes, Managing Director in the Fortress Investment Group LLC, introduced Danny
Kayne, a Managing Director and Global Head of Consulting, and Josh Pack, a Managing
Partner and Co-CIO of the Credit Opportunities Fund V Expansion (Fund V Exp). Ms.
Chanes stated Fund V Exp has a broad mandate to invest across the credit spectrum. Two
years into the investment period, Fund V Exp is 41% called.

Mr. Pack said the focus for Fund V Exp is on buying existing debt positions, making new
loans, or buying assets. Areas of interest range from real estate to intellectual property
across a broad spectrum of performing and nonperforming assets. Geographically the
primary areas are the U.S., western Europe, and Australia. Mr. Pack said the pace of
capital deployment has been slower than preferred which is a function of the market. He
noted distress situations on the corporate side have not materialized, so the focus is on less
liquid opportunities.

Mr. Pack said illiquid opportunities include legal assets, the energy space, and
nonperforming loans. The focus is on continuing to invest in distressed situations in
Europe more than the U.S. Mr. Pack said banks are beginning to take back and liquidate
assets, presenting investment opportunities. For the U.S., the view is that a material
change in labor markets will be needed before the Fed pauses raising rates. He noted that
repricing real estate is much slower because owners wait until they are forced to refinance
or sell.
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Mr. Pack stated currently Fund V Exp holds $3.0 billion in 42 investments across 11
different asset classes. Discussing individual transactions, he said in December of 2021
Fund V Exp invested in a franchised pub business in the United Kingdom. This included
an attractive fixed rate liability in place and rent increasing with inflation. By transitioning
from independent management to corporate-run pubs, cash flow was increased
significantly. Another transaction involved Hertz Global, which as a result of the
pandemic was shut down. In a rights offering Fortress acquired a percentage of common
equity of Hertz. As the market recovered, the equity was sold at an attractive price.
Another investment was a bridge loan to the buyer of a sporting goods company with
additional equity participation.

In conclusion, Mr. Pack said Fund V Exp has been active in real estate and litigation
finance over the past six months. In response to Trustee Werby’s inquiry about a potential
fiscal cliff for the U.S. government, Mr. Pack said absent an agreement on the U.S. debt
limit, he would see the subsequent downswing in asset prices as a buying opportunity.

Counsel Dunning advised that because the Fortress presentation used during the meeting
included additional information that was provided to MCERA just prior to the meeting and
was not included in the public packet available online, it will be added to the public packet
available on MCERA’s website.

3. Virde Partners — Virde Dislocation Fund — Brad Bauer, Tom Knechtel
TIME CERTAIN: 10:05 a.m.

Tom Knechtel, Managing Director, introduced Brad Bauer, Partner and Co-Chief
Investment Officer. Mr. Bauer stated capital for the Virde Dislocation Fund was not
deployed as quickly as expected due to the COVID dislocation being truncated. However,
by the middle of the volatile 2022 year, the Dislocation Fund was 80% invested. He
reported a number of exits were delayed which will erode the expected Internal Rate of
Return (IRR). The Dislocation Fund will be in harvest mode through 2023 and 2024,
taking advantage of market liquidity.

Mr. Bauer said holdings are mostly traded credit and a few private transactions with the
focus on shorter duration. Among the diverse set of exposures in the Dislocation Fund,
hotels represent some of the largest holdings remaining. Traded high yield corporate credit
is mainly in the U.S., focused on cruise lines and air lines; other sectors include energy,
industrials, consumer discretionary, and consumer staple. Private transactions are tilted to
credit exposures with good visibility and timing with respect to the remainder of the book.

Real estate transactions include credit lending to U.S. home builders, as well as to hotels in
high-end leisure locations that are performing well. The remainder of hotel exposure
involves converting hotels into student housing in major metropolitan areas. In
conclusion, Mr. Bauer said cruise line exposure has been disappointing and the focus now
is on returning capital to investors.
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Counsel Dunning advised that the presentation included two slides that were not included
in the original public presentation posted on MCERA'’s web site. She noted that
MCERA’s web site will be updated to reflect the new presentation.

C.NEW BUSINESS
1. Investment Manager Reporting Schedule (ACTION)

Mr. Wickman presented the schedule for investment manager portfolio reviews through
2024. The schedule has been updated to have private debt managers present reviews
annually.

It was M/S Werby/Gladstern to approve the Investment Manager Reporting Schedule, with the
addition of Wellington to the June 2023 Investment Committee meeting.

Chair Klein asked to have Wellington present a portfolio review in June 2023 when
Western Asset is presenting. Trustee Vasquez supported having managers in the same
asset class report at the same time. The makers of the motion agreed to add Wellington to
the 2023 June Investment Committee meeting.

AYES: Cooper, Gladstern, Gullett, Klein, Martinovich, Murphy, Silberstein, Vasquez,
Werby
NOES: None

ABSTAIN: None
ABSENT: None

2. International Equity Structure Review — Jim Callahan, Callan LL.C

Mr. Callahan reviewed the international equity structure as a follow up to discussions at
the December 2022 Investment Committee meeting regarding the Artisan and Morgan
Stanley portfolios that are on the Watchlist. Mr. Callahan said the non-U.S. equity
allocation targeted at 22% of the Fund is part of the growth allocation, primarily focused
on developed markets. Portfolios are actively managed and benchmarked to the broad
MSCI ACWI ex US IMI index. Capitalization is 65% large cap with a growth tilt. The
allocation is targeted 30% to developed value, 30% to developed growth, 20% to small
cap, and 20% to emerging markets.

Mr. Callahan stated primary drivers of risk and return are market capitalization and style.
Compared with the benchmark, the non-U.S. equity allocation is overweight in growth
stocks and Europe, and underweight emerging markets. Mr. Callahan noted that in 2022
the overweight to growth stocks was a headwind to performance.

Mr. Callahan compared style exposure with the benchmark, observing that Morgan Stanley
and Artisan portfolios are not reflecting the expected diversification as to value versus
growth. For Morgan Stanley, William Lock, Portfolio Manager, focuses on quality
companies generating free cash flow. Metrics such as price/earnings ratio and price/book
value are higher for Morgan Stanley than for the benchmark. Financials are underweight
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and industrials are overweight to the benchmark. Mr. Callahan noted Morgan Stanley
outperforms the benchmark in down markets and the investment team is stable.

Mr. Callahan discussed the following alternative portfolio structures for non-U.S. equity:
1. Leave current structure with the growth bias.
2. Add some passive exposure to help moderate the overall style bias.

3. Replace Morgan Stanley with a more traditional non-U.S. developed value
manager.

4. Replace Artisan due to recent underperformance.

Trustee Vasquez pointed out Morgan Stanley and Artisan have been on the Watchlist for
five years and asked about the performance of value vs. growth in a high interest rate
environment. In response, Mr. Callahan pointed out the performance of both Morgan
Stanley and Artisan over time has been cyclical, depending on the market environment.
He said the question is are they good fits.

In summary, Mr. Callahan said there are different ways to approach this discussion which
can be continued at a future meeting. Trustee Silberstein suggested considering the non-
U.S equity allocation again in six months, indicating the timing may not be right to make a
change. Trustee Vasquez supported this view, saying he is concerned this is an inflection
point with rising interest rates that will be a headwind to growth.

3. Future Meetings

No discussion on topics for future meetings.

D. INVESTMENT CONSULTANT QUARTERLY REPORT
1. Flash Performance Update as of December 31, 2022

Anne Heaphy, Senior Vice President with Callan, reported on Fund performance as of
December 31, 2022. Ms. Heaphy said overall 2022 was a challenging calendar year with
domestic equities down 17.5% but nevertheless outperforming the benchmark. The fiscal
year to date return is positive, reflecting a market rebound in the second half of the year.

Ms. Heaphy discussed the Western Asset fixed income portfolio that was moved to a core
plus mandate on November 7, 2022. She corrected the blended benchmark returns for
Western Asset and the fixed income portfolio. Western Asset returned negative 2.5% for
the fiscal year to date versus negative 2.7% for benchmark, and negative 11.7% for the
calendar year versus negative 11.0% for the benchmark. The overall fixed income return
was negative 4.7% for the fiscal year versus negative 4.0% for the benchmark, and
negative 15.5% for the calendar year versus negative 14.6% for the benchmark.
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Public real assets returned negative 1.3% for the fiscal year to date and negative 9.3% for
the calendar year, driven by the REIT portfolio. Invesco commodities and KBI natural
resources underperformed benchmarks due to underweights to traditional energy.

There being no further business, Chair Klein adjourned the meeting at 12:18 p.m.

Jeff Wickman Michelle Hardesty

Retirement Administrator Assistant Retirement Administrator

On behalf of: On behalf of:

Sara Klein, Investment Committee Chair Jeff Wickman, Retirement Administrator
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Phone 415 473-6147
r Fax (benefits) 415 473-3612
Fax (admin) 415 473-4179

MCERA.org
Date: February 3, 2023

To: Board of Retirement
Marin County Emjloyees’ Retirement Association (MCERA)

From: Jeff Wickman uJ
Retirement Administrator

Subject: April 1% Cost of Living Adjustment Calculation
Background

Retiree pension benefits can include an annual cost of living adjustment (COLA) if a COLA is
included in the retirement tier offered by an employer to its employees under Sections 31870,
31870.1 or 31874.2 of the County Employees Retirement Law of 1937 (CERL).

On an annual basis, MCERA’s Actuary computes whether the statutory preconditions for
providing a COLA exist, based on an increase in the Consumer Price Index (CPI) for All Urban
Consumers in the area in which the county seat is situated, as the CERL requires. For MCERA
this is the San Francisco-Oakland-Hayward area CPI. Cheiron has calculated a 5.62% increase
in CPI which, in accordance with the CERL, has been rounded to the nearest half percent to
equal 5.5%. Cheiron’s calculations are included in the attached letter.

Because eligibility for a COLA is defined in the retirement tier, the Board of Retirement action is
to affirm that the Actuary has calculated a COLA properly.

The following are the maximum COLA amounts for each MCERA employer retirement tier.

Employer and Tier Maximum COLA Amount
County of Marin — Tiers 1, la and 1b

Marin Court — Tier 1

LAFCO —Tier 2

Marin/Sonoma Mosquito & Vector Control District 4.0%

Marin City Community Services District

Novato Fire Protection District — Tiers 1, 2 and 3

Southern Marin Fire Protection District — Tiers 1, 2 and 3

Tamalpais Community Services District

City of San Rafael — Tier 1 3.0%
Southern Marin Fire Protection District — Tiers 2a and 3a

MARIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION One Mclnnis Parkway, Suite 100, San Rafael, CA 94903-2764
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Employer and Tier Maximum COLA Amount
County of Marin — Tiers 2, 2a, 2b, 3, 3a,4 and 5

Marin Court — Tiers 2, 3,4 and 5

City of San Rafael — Tiers 2 and 3 2.0%

Novato Fire Protection District — Tiers 2a and 3a

LAFCO - Tiers 3 and 4

The following COLA summary is based on the CPI increase plus any carry-over amounts. CPI
increases in excess of the maximum COLA from prior years can be “banked” and used in future

years to reach the maximum COLA if the CPI is less.

Breakdown of All Retirees

COLA 0% 2% 3% 4% Total
Retirees 20 2,016 643 1,018 3,697
Percent of Total 0.5% 54.5% 17.5% 27.5% 100%

Marin County
General and Safety General and Safety
Retirement Date Tiers 1, 1a and 1b Tiers 2a, 2b, 3,3a,4 and 5
(4% Cap) (2% Cap)
All retirees 4.0% 2.0%
Marin County Courts
General General
Retirement Date Tier 1 Tiers 2,3,4 and 5
(4% Cap) (2% Cap)
All retirees 4.0% 2.0%
City of San Rafael
General and Safety General and Safety
Retirement Date Tier 1 Tiers 2 and 3
(3% Cap) (2% Cap)
All retirees 3.0% 2.0%




Novato Fire Protection District
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Retirement Date

General and Safety
Tiers 1,2 and 3
(4% Cap)

General and Safety
Tiers 2a and 3a
(2% Cap)

All retirees

4.0%

2.0%

Marin City CSD, Tamalpais CSD, Marin/Sonoma Mosquito and Vector Control District

Retirement Date General
All Tiers
(4% Cap)
All retirees 4.0%
LAFCO
General General
Retirement Date Tier 2 Tiers 3 and 4
(4% Cap) (2% Cap)
All retirees 4.0% 2.0%
Southern Marin Fire Protection District
General and Safety Safety
Retirement Date Tiers 1,2 and 3 Tiers 2a and 3a
(4% Cap) (3% Cap)
All retirees 4.0% 3.0%
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Via Electronic Mail

January 24, 2023

Mr. Jeff Wickman

Retirement Administrator

Marin County Employees’ Retirement Association
One Mclnnis Parkway, Suite 100

San Rafael, CA 94903-2764

Re:  Cost-of-Living Adjustment (COLA) as of April 1, 2023

Dear Jeff:

Pursuant to the scope of retainer services under Cheiron’s agreement to provide actuarial services
to MCERA, we have computed the Cost-of-Living Adjustment (COLA) percentages to be used by
the Association as of April 1, 2023. The calculations outlined herein have been performed in
accordance with Sections 31870, 31870.1, and 31874.2 of the County Employees Retirement Law
of 1937 (CERL).

Background

The Cost-of-Living Adjustment (COLA) is determined annually based on increases in the
Consumer Price Index (CPI) for All Urban Consumers in the San Francisco-Oakland-Hayward
area, using a base period of 1982-1984. The ratio of the Annual Averages (as published by the
U.S. Bureau of Labor and Statistics, or BLS) for the two prior calendar years is calculated, and
rounded to the nearest one-half percent.

The annual COLA cannot exceed a maximum percentage increase in any given year, with the
maximum percentage determined based on the CERL Code section applicable to the employment
group. However, COLAs higher than this amount can be reserved for application in future years.
County Tiers 2, 3, 4, and 5 retirees (including Court retirees), LAFCO Tiers 3 and 4 retirees,
San Rafael Tier 2 and 3 retirees, and Novato Tier 2a and 3a retirees are subject to the provisions
of Section 31870, which limits COLA