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I. CALL TO ORDER 
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II. APPROVAL OF AGENDA 
 

1 - 5   

III. APPROVAL OF MINUTES 
 

 A. Business Meeting of January 27, 2014. 
 

6 - 13  

IV. RECEIVE AND FILE PENDING DISABILITY APPLICATION 
STATUS REPORT 
 

14 - 63  

V. APPLICATIONS FOR DISABILITY RETIREMENT 
 

 A. Consider Application for Service Connected Disability 
Retirement; James Waldron; Case No. 13-012. 
 

             
 

 
  1. Application for Service Connected Disability 

Retirement and Supporting Documentation. 
 

 64 – 305 

  2. Letter to Applicant from Tim Thonis, Interim 
Retirement Administrator, Dated January 10, 2014 
on behalf of VCERA Trustees’ regarding questions 
for Applicant with Applicant’s Response. 
 

 306 - 308 

  3. Hearing Notice Served on January 15, 2014. 
 

 309 
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V. APPLICATIONS FOR DISABILITY RETIREMENT 

 
 B. Consider Application for Service Connected Disability 

Retirement; Crystal S. Endicott; Case No. 09-21. 
311 - 374  

  1. 
 
 
 
 
2. 

Summary of Evidence, Findings of Fact, Conclusion 
of Law and Recommendations, Submitted by 
Hearing Officer Mark Burstein, dated December 30, 
2013. 
 
County of Ventura/Risk Management’s Objection to 
the Hearing Officer’s Proposed Findings and 
Recommendations, Submitted by B. Derek 
Straatsma, Attorney at Law, dated January 13, 
2014. 

  

 
  3. 

 
 
 
 
 
4. 
 
 
 
 
 
5. 
 

Objection to County of Ventura/Risk Management’s 
Objection to the Hearing Officer’s Proposed 
Findings and Recommendations Dated December 
30, 2013, Submitted by James E. Perero, Attorney 
at Law, Dated January 16, 2014. 
 
Reply by County of Ventura/Risk Management’s to 
Applicant’s Objection to County of Ventura’s 
Objection to Hearing Officer’s Findings, Submitted 
by B. Derek Straatsma, Attorney at Law dated 
January 21, 2014. 
 
Hearing Notice Served on January 16, 2014. 

  

 C. Consider Application for Non-Service and Service 
Connected Disability Retirement; David L. Gasaway; 
Case No. 12-002. 
 

375 - 396  

  1. Summary of Evidence, Findings of Fact, 
Conclusions of Law and Recommendation, 
Submitted by Hearing Officer Shelley Kaufman, 
dated January 13, 2014. 
 

  

  2. Response to Summary of Evidence, Findings of 
Fact, Conclusions of Law and Recommendation, 
Submitted by Stephen D. Roberson, Attorney at 
Law, Dated January 16, 2014.. 
 

  

  3. Hearing Notice Service on January 24, 2014. 
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V. APPLICATIONS FOR DISABILITY RETIREMENT (continued) 

 
 D. Consider Application for Non-Service and Service 

Connected Disability Retirement; Cynthia Ordway; Case 
No. 12-018. 
 

 397 – 476 

  1. Summary of Evidence, Findings of Fact, 
Conclusions of Law and Recommendation, 
Submitted by Hearing Officer, Paul Crost, Dated 
January 6, 2014. 
 

  

  2. Objections to the Summary of Evidence, Findings of 
Fact, Conclusions of Law and Recommendation, 
Submitted by Anthony R. Strauss, Attorney at Law, 
Dated January 15, 2014. 
 

  

  3. Response to Summary of Evidence, Findings of 
Fact, Conclusion of Law and Recommendation, 
Submitted by Stephen D. Roberson, Attorney at 
Law, Dated January 15, 2014. 
 

  

  4. 
 
 
 
 
 
 
 
5. 

Legal Memorandum by Respondent, County of 
Ventura/Risk Management, in Support of the 
Summary of Evidence, Findings of Fact, 
Conclusions of Law and Recommendation of 
Hearing Officer Paul Crost, Submitted by, Stephen 
D. Roberson, Attorney at Law, Dated January 21, 
2014. 
 
Hearing Notice Served on January 24, 2014. 
 

  

 E. Consider Application for Service Connected Disability 
Retirement; David J. Nadon; Case No. 11-008. 

 

  1. Administrative Record. 
 

SEPARATE 
COVER 

  2. Hearing Notice Served on January 10, 2014. 
 
 
 
 
 
 
 
 
 

 477 
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V. APPLICATIONS FOR DISABILITY RETIREMENT (continued) 

 
 F. 

 
Consider Petition for Reconsideration for Service 
Connected Disability Retirement; Alyson Kaye; Case No. 
12-007. 

479 - 486 

  1. Applicant’s Petition for Reconsideration, Submitted 
by Alyson Kaye, Applicant, and Dated November 
10, 2013. 
 

  

  2. Respondent County of Ventura’s Opposition to 
Applicant’s Petition for Reconsideration, Submitted 
by B. Derek Straatsma, Attorney at Law, Dated 
November 15, 2013. 
  

  

 G. 
 

Receive and File Letter of Resignation from Hearing 
Officer Shelley Kaufman. 

487 

VI. COMPEHENSIVE ANNUAL FINANCIAL REPORT (CAFR) 
 

 A. June 30, 2013 Comprehensive Annual Financial Report 
(CAFR).  RECOMMENDED ACTION:  Approve. 
 

488 - 578  

  1. Presentation of Audit Results Agenda. 
 

579 

  2. Independent Auditor’s Report. 
 

 580 - 582 

  3. Report to Management – Year Ending June 30, 
2013. 

 583 - 591 

    
VII. OLD BUSINESS 

 
 A. Hearing Officer Recommendation. 

RECOMMENDED ACTION:  Approve. 
 

592  

VIII. NEW BUSINESS 
 

 A. VCERA Cost-of-Living Adjustments (COLA) as of April 
1,2014.  RECOMMENDED ACTION:  Approve. 
 

593 - 595  

 B. Request to Attend Pension Bridge Conference – Trustee 
Goulet.  RECOMMENDED ACTION:  Approve. 
 
 
 
 

596  
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IX. PENSION ADMINISTRATION SYSTEM (PAS) PROJECT 

 
 A. Oral Update from Interim Retirement Administrator on 

the VCERIS (PAS) Project. 
 

  

 B. Quarterly Pension Administration System (PAS) Report – 
Brian Colker, Linea Solutions. 
RECOMMENDED ACTION:  Receive and File. 
 

597 – 599  

  1. Quarterly Status Report. 
 

 600 - 609  

  2. VITECH Payment Schedule Analysis. 610 - 612  
    
 C. Recommendation to Utilize Linea Solutions Resources 

for VCERIS (PAS) Project. 
RECOMMENDED ACTION:  Approve. 
 

613 - 614  

X. INFORMATIONAL 

 A. Manatt, Phelps & Phillips Public Pension Fund Fiduciary 
Forum, March 27-28, 2014 – San Francisco, CA.  

615 - 616  

    
 B. Letter from County of Ventura Auditor-Controller’s Office 

RE Tax Treatment of Per Diem (Stipend) Payments.  
 

617 - 619  

XI. PUBLIC COMMENT 
 

XII. STAFF COMMENT 
 

XIII. BOARD MEMBER COMMENT 
 

XIV. ADJOURNMENT 
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VENTURA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION 

BOARD OF RETIREMENT 

BUSINESS MEETING 

January 27, 2014 

MINUTES 

DIRECTORS Tracy Towner, Chair, Safety Employee Member 
PRESENT: William W. Wilson, Vice Chair, Public Member 

Steven Hintz, Treasurer-Tax Collector 
Peter C. Foy, Public Member 
Tom Johnston, General Employee Member 
Deanna McCormick, General Employee Member 
Arthur E. Goulet, Retiree Member 
Will Hoag, Alternate Retiree Member 

DIRECTORS Joseph Henderson, Public Member 
ABSENT: Mike Sedell, Public Member 

Chris Johnston, Alternate Employee Member 

STAFF Tim Thonis, Interim Retirement Administrator 
PRESENT: Henry Solis, Chief Financial Officer 

Lori Nemiroff, Assistant County Counsel 
Glenda Jackson, Program Assistant 
Chantell Garcia, Retirement Benefits Specialist 

PLACE: Ventura County Employees' Retirement Association 
Second Floor Boardroom 
1190 South Victoria Avenue 
Ventura, CA 93003 

TIME: 9:00a.m. 

ITEM: 

I. CALL TO ORDER 

Chairman Towner called the Business Meeting of January 27, 2014, to order at 
9:00a.m. 
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BOARD OF RETIREMENT 
BUSINESS MEETING 

II. APPROVAL OF AGENDA 

JANUARY 27, 2014 

MOTION: Approve the Agenda. 

Moved by McCormick, seconded by Hintz. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

Ill. APPROVAL OF MINUTES 

A. Disability Meeting of January 6, 2014. 

MOTION: Approve the Minutes. 

Moved by McCormick, seconded by Wilson. 

Vote: Motion carried 

MINUTES 
PAGE2 

Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

IV. CONSENT AGENDA 

The Interim Administrator commented on Item C. Asset Allocation and stated a 
minor correction was needed to the Total Column. 

A. Approve Regular and Deferred Retirements and Survivors Continuances for 
the Month of December 2014. 

B. Receive and File Report of Checks Disbursed in December 2013. 

C. Receive and File Asset Allocation as of December 31, 2013. 

D. Receive and File Statement of Fiduciary Net Position, Statement of 
Changes in Fiduciary Net Position, Investments & Cash Equivalents, and 
Schedule of Investment Management Fees November 30, 2013. 
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E. Receive and File Budget Summary for FY 2013-14 Month ending 
December 2013. 

MOTION: Approve the Consent Agenda with correction to Item C. 

Moved by Hintz, seconded by T. Johnston. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

END OF CONSENT AGENDA 

V. STANDING ITEM 

A. Receive an Oral Update on Pensionable Compensation and PEPRA. 

Board Counsel attended the CALAPRS Roundtable in Burbank on Friday 
and learned from CALPERS representatives that regulations on 
pensionable compensation were scheduled to be presented to the 
CALPERS Board in March. Board Counsel further provided an update on 
the ruling issued related to litigation on AB197. 

No action taken. 

VI. ACTUARIAL INFORMATION 

A. Review and Approval of Annual Actuarial Report as of June 30, 2013; The 
Segal Company; Paul Angelo and John Monroe. 

1. June 30, 2013 Actuarial Valuation Report. 

2. Three-year Phase-in of Employer Contribution Rates. 

3. Options for Allocating the Cost Associated with Cessation of Member 
Contributions After 30 Years of Service for Non-PEPRA Tiers. 

Paul Angelo and John Monroe of The Segal Company to review the June 
30, 2013 Actuarial Valuation Report and address questions. 

After discussion by the Board, Staff and The Segal Company, the 
following motion was made: 
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MOTION: Approve Item VI.A. June 30, 2013 Actuarial Valuation Report 
and Exhibit A of Item Vl.2. in the Three-Year Phase-in Memorandum of 
Employer Contribution Rates. 

Moved by Goulet, seconded by Foy. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sed ell 
Abstain: 

After further discussion by the Board, Staff and The Segal Company, the 
following Motion was made: 

MOTION: Receive and File Item VI.A.3. Options for Allocating the Cost 
Associated with Cessation of Member Contributions After 30 Years of 
Service for Non-PEPRA Tiers. 

Moved by Goulet, seconded by Hintz. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

VI. INVESTMENT INFORMATION 

A. NEPC- Don Stracke, Senior Consultant. 

1. Receive and File 2014 Assumptions & Actions. 

2. Receive and File Investment Summary - Quarter Ending December 
31,2013. 

3. Receive and File Work Plan Update. 

After discussion by the Board and NEPC, the following motion was 
made: 

MOTION: Receive and file Items VII.A.1, VII.A.2, and VII.A.3. 

Moved by Wilson, seconded by T. Johnston. 
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Vote: 

JANUARY 27, 2014 

Motion carried 

MINUTES 
PAGES 

Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

4. Provide Guidance to NEPC and Staff Regarding Preferred Strategy for 
Tactical Rebalancing. 

After discussion by the Board, Staff and NEPC, the following motion 
was made: 

MOTION: Consider Option One ~ Conduct a search to identify and 
retain a tactical rebalancing vendor to provide direction to Parametric 
Clifton regarding tactical tilts for the portfolio. 

Moved by Foy, seconded by T. Johnston. 

Vote: 
Yes: 
No: 
Absent: 
Abstain: 

Motion carried 
Hintz, T. Johnston, McCormick, Towner, Wilson 
Goulet 
Henderson, Sedell 

5. Review Investment Policy Manual - Redline Version. 

After discussion by the Board and NEPC, the following motion was 
made: 

MOTION: Receive and File the Policy Manual. 

Moved by T. Johnston, seconded by Wilson. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

Mr. Goulet and Ms. McCormick will work with NEPC to review the 
Investment Policy. 

6. Adoption of New Liquid Alternatives Benchmark. 

After discussion by the Board and NEPC, the following motion was 
made: 
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MOTION: Adopt the recommendation of NEPC to change the 
benchmark of the Liquid Alternatives asset class from the Wells Fargo 
MLP Index to CPI +4%. 

Moved by Wilson, seconded by Hintz. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

7. Receive and File Walter Scott & Partners Limited - lan Clark 
Retirement Memo. 

After discussion by the Board and NEPC, the following motion was 
made: 

MOTION: Receive and File the Memo. 

Moved by Goulet, seconded by Hintz. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

8. Discussion of Executive Management Transition -Pacific Management 
Company (PIMCO). 

No action taken. 

VIII. OLD BUSINESS 

A. Approval of Appointments to Personnel Committee. 

After discussion by the Board, the following motion was made: 

MOTION: Approve the appointments of Will Hoag, Chris Johnston and Mike 
Sedell to the Personnel Committee. 

Moved by Wilson, seconded by T. Johnston. 

Vote: Motion carried 
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Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sedell 
Abstain: 

IX. NEW BUSINESS 

A. Approval of Business Objectives; January- June 2014. 

After discussion by the Board and Interim Retirement Administrator, the 
following motion was made: 

MOTION: Approve the Business Objectives. 

Moved by Goulet, seconded by McCormick. 

Vote: Motion carried 
Yes: Goulet, Hintz, T. Johnston, McCormick, Towner, Wilson 
No: 
Absent: Henderson, Sed ell 
Abstain: 

B. Discussion Regarding Board of Retirement Alternate Public Member. 

Richard Shimmel, Executive Director, Ventura County Deputy Sheriff's 
Association addressed the Board on behalf of the Coalition of Ventura 
County Unions regarding Items IX.B. and X.A. 

After Board discussion, the following motion was made: 

MOTION: Recommend that the Ventura County Board of Supervisors 
consider legislation to add an alternate Public Member to the Board of 
Retirement, and if interested, VCERA's Board of Retirement may provide 
sample legislation. 

Moved by Wilson, seconded by Hintz. 

Vote: 
Yes: 
No: 
Absent: 
Abstain: 

Motion carried 
Foy, Goulet, Hintz, McCormick, Towner, Wilson 
T. Johnston 
Henderson, Sedell 
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X. INFORMATIONAL 

JANUARY 27, 2014 MINUTES 
PAGES 

A. Notice of Intention to Circulate Petition - Committee for Pension Fairness. 

B. SACRS Board of Director Elections. 

C. Pension Bridge Annual Conference; April 22-23, 2014 

D. Walter Scott Travel Lecture Series. 

E. Walter Scott Change Notice - lan Clark. 

No action taken. 

IX. PUBLIC COMMENT 

None. 

X. STAFF COMMENT 

None. 

XI. BOARD MEMBER COMMENT 

Chair Towner updated the Board on the status of the recruitment for a new 
Retirement Administrator. 

Mr. Goulet requested that a Request for Authorization to attend the Pension 
Bridget Annual Conference be placed on the next Board meeting agenda. 

XII. ADJOURNMENT 

The meeting was adjourned at 12:02 p.m. 

Respectfully submitted, 

Approved, 

TRACY TOWNER, Chairman 
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SHELLEY KAUFMAN 
Attorney • Arbitrator • Hearing Officer/Referee 

644 S. Figueroa Street 
Los Angeles, California 90017 

Telephone number: (213) 280- 9141 
E-mail: shelleykaufman@yahoo.com 

January 13, 2014 

Ventura County Employees' Retirement 
Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003-6572 
Attention: Angela Tolentino 

Re: Hearing Officer Services 

Dear Ms. Tolentino: 

This is to advise you that I have been appointed to be a Los Angeles Superior Court 
Judge. As such, effective January 17, 2014, I can no longer serve as a Hearing Officer. 

Thank you for allowing me to be serve as a Hearing Officer. I thoroughly appreciated 
and enjoyed my work as a Hearing Officer for VCERA. 

RECEI.VED 
JAN 1 6 2014 

VENTURA COUNTY EMPLOYEES' 
RETIREMENT ASSOCIATION 
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Letter of Transmittal 

 
VENTURA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

  

1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003-6572 

(805) 339-4250  Fax: (805) 339-4269 

 http://www.ventura.org/vcera 

  
 
January 29, 2014 
 
 
 
Board of Retirement 
Ventura County Employees’ Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 
 
 
Dear Board Members: 
 
It is with pleasure that I submit to you the Comprehensive Annual Financial Report of the Ventura 
County Employees’ Retirement Association (VCERA) for the two fiscal years ended June 30, 
2013 and June 30, 2012, VCERA’s 66th and 65th years of operation. The information contained 
in this report is intended to provide the user with a complete and accurate description of the past 
years’ operations and other significant information regarding the retirement system, which 
includes employees of the County of Ventura, the Ventura County Courts, Air Pollution Control 
District, and the Ventura Regional Sanitation District. 
 
VCERA management is responsible for both the accuracy of the data and the completeness and 
fairness of the presentation of financial information, including all disclosures, contained in this 
report.  Your attention is directed to the Overview and Analysis found in the Management 
Discussion & Analysis, and the Narrative Introduction found in the Statistical section. 
 
VCERA AND ITS SERVICES 
 
The Ventura County Employees’ Retirement Association was established by the County of 
Ventura in 1947. VCERA is administered by the Board of Retirement and governed by the County 
Employees’ Retirement Law of 1937 (California Government Code Section 31450 et. seq.)  
VCERA is a public employee retirement system whose main function is to provide service 
retirement, disability, death and survivor benefits to the safety and general members employed by 
the County of Ventura.  VCERA also provides retirement benefits to the employee members of 
the Ventura County Courts, Air Pollution Control District, and the Ventura Regional Sanitation 
District. 
 
MARKET CONDITIONS AND INVESTMENT RESULTS 
 
The 2013 fiscal year began with equities strongly rebounding, but having been more influenced 
by monetary policies than “real” economic events, there was no resultant sustained increasing 
GDP.  Following on two years, 2010 and 2011, of moderate GDP growth of 5% and 4%, 
respectively, the economy began to weaken by the end of fiscal year 2012-13 ending with a 2% 
GDP. 
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While the prospective pull back from quantitative easing and weak economic data in the U.S. 
brought about a sell off near year end there were encouraging signs for the second half of the 
year.    U.S. trade competitiveness improved with an increase in exports of autos, airliners, and 
medical devices.  Correspondingly, employment gains had been steady, with a concomitant 
increase in weekly earnings and hours worked.  At the same time inflation was low, with a 1% 
annualized rate in the last quarter of the fiscal year continuing the deleveraging trend of the prior 
years. 
 
As the debt that fueled the emerging market growth declined, capital outflows further weakened 
the emerging markets.  Europe’s economy also contracted, though ample liquidity and lines of 
credit appeared to have averted issues of insolvency. 
 
For the 2013 fiscal year, U.S. equity markets returned 21.5%, international equity and global 
markets returned 13.6% and 16.6%, respectively, U.S. fixed income and global fixed income 
markets returned -0.7% and -2.2%, respectively, while real estate returned 10.7%. 
 
For the years ended June 30, 2013 and 2012, VCERA investments provided a 13.2% and 
1.5% return, respectively.  VCERA’s annualized return over the last three years and five years 
was 12.6% and 5.3%, respectively. 
 
VCERA’s annualized return over the past ten years was 7.0% with the annual returns by year 
expressed as follows: 
 
 
 
 
 
 
 
 

 

 

 

 

 
 
SIGNIFICANT EVENTS, ACCOMPLISHMENTS AND OBJECTIVES 
 
The 2012-2013 fiscal year saw changes in the operation and administration of the retirement 
system by the Board of Retirement (Board) and staff.  Some of the more significant events and 
accomplishments of the past year are summarized below: 
 

 Pension Administration System Project was 31% completed. 
 Added alternative investments. 
 Increased staffing in Member Services. 

 
 
 

10 year average annualized 
return of 7.0% 
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Letter of Transmittal (continued) 
 
Objectives established by the Board and staff for the coming year include: 
 

 Continue to resource the pension administration system project. 
 Conduct an organizational effectiveness study. 
 Obtain a favorable tax determination letter for the plan.  

 
FINANCIAL INFORMATION 
 
Management is responsible for preparing retirement system financial statements, notes to 
financial statements, supplementary disclosures and establishing and maintaining an adequate 
internal control structure designed to ensure retirement system assets are protected.  VCERA 
recognizes that even sound internal controls have inherent limitations.  Our internal controls are 
designed to provide reasonable, but not absolute, assurance that these objectives are met.  The 
concept of reasonable assurance recognizes that the cost of a control should not exceed the 
benefits likely to be derived, and that cost-benefit analyses require estimates and judgments by 
management.   
 
Brown Armstrong Accountancy Corporation was retained by the Board to perform the annual 
audit as of June 30, 2013. The financial audit states that VCERA’s financial statements are 
prepared in conformity with generally accepted accounting principles and are free of material 
misstatement. 
 
ACTUARIAL FUNDING STATUS 
 
VCERA’s funding objective is to meet long-term benefit requirements by maintaining a well-
funded plan. Characteristics of a well-funded plan include a high ratio of accumulated plan assets 
to meet accrued actuarial liabilities. Sources of funding include employer and employee 
contributions and investment income.  As of June 30, 2013, VCERA’s value of actuarial assets 
was approximately $3.6 billion resulting in a funding status of 79.2%.  A six-year history of funding 
progress is presented on page 36. 
 
Annually, VCERA retains an independent actuarial firm to conduct an actuarial valuation. Segal 
Consulting performed the June 30, 2013 valuation.  Triennially, VCERA will request its actuary to 
analyze the appropriateness of all economic and non-economic assumptions used in the annual 
valuations.  Recommendations for assumption changes are presented to the Board for their 
consideration. 
 
The latest triennial investigation was completed as of April 4, 2012, and recommended 
assumption changes were adopted on May 21, 2012. 
 
INVESTMENTS 
 
VCERA’s investment policy is established in accordance with the County Employees’ Retirement 
Law of 1937.  The policy requires the Board to discharge their duties: 

 
 Solely in the interest of, and for the exclusive purpose of, providing benefits to participants 

and their beneficiaries, minimizing employer contributions, and defraying reasonable 
expenses of administering the system. 

 

Master Page No. 498



INTRODUCTORY 

Page 4 2013 Comprehensive Annual Financial Report 

Letter of Transmittal (continued) 
 

 With the care, skill, prudence, and diligence under the circumstances then prevailing that 
a prudent person acting in a like capacity and familiar with these matters would use in the 
conduct of an enterprise of a like character and with like aims. 

 By diversifying the investments of the system so as to minimize the risk of loss and to 
maximize the rate of return, unless under the circumstance it is clearly not prudent to do 
so. 

 
A summary of the asset allocation can be found in the Investment section of this report. 
 
CERTIFICATE OF ACHIEVEMENT 
 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded 
a Certificate of Achievement for Excellence in Financial Reporting to the Ventura County 
Employees’ Retirement Association for its comprehensive annual financial report for the fiscal 
year ended June 30, 2012. In order to be awarded a Certificate of Achievement, a government 
must publish an easily readable and efficiently organized comprehensive annual financial report. 
This report must satisfy both generally accepted accounting principles and applicable legal 
requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement 
Program’s requirements and we are submitting it to the GFOA to determine its eligibility for 
another certificate. 
 
ACKNOWLEDGEMENTS 
 
The preparation of this Comprehensive Annual Financial Report reflects the efforts of VCERA 
staff and consultants who made significant contributions to the preparation of this report. 
 
I would also like to thank our auditor, Brown Armstrong Accountancy Corporation, for their 
professional assistance.  Finally, on behalf of VCERA staff, I want to thank your Board for its 
continued support. The leadership and support provided by your Board has contributed to the 
overall success of our retirement system. 
 
Respectfully submitted, 

 

 
Henry C. Solis, CPA 
Chief Financial Officer 
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CHAIRMAN 
William W. Wilson, Public Member 

Appointed by the Board of Supervisors 
Present term expires December 31, 2015 

 
VICE-CHAIRMAN 

Tracy Towner, Employee Member 
Elected by Safety Members 

Present term expires September 12, 2014 
 

TREASURER 
Steven Hintz, Ventura County Treasurer-Tax Collector 

Ex-officio Member of the Board of Retirement 
Present term expires January 5, 2015 

 
MEMBERS 

Peter C. Foy, County Supervisor, Public Member 
Appointed by the Board of Supervisors 

Present term expires December 31, 2015 
 

Joseph Henderson, Public Member 
Appointed by the Board of Supervisors 

Present term expires December 31, 2013 
 

Mike Sedell, Public Member 
Appointed by the Board of Supervisors 

Present term expires December 31, 2013 
 

Tom Johnston, Employee Member 
Elected by General Members 

Present term expires December 31, 2014 
 

Deanna McCormick, Employee Member 
Elected by General Members 

Present term expires December 31, 2015 
 

Arthur E. Goulet, Retired Member 
Elected by Retired Members 

Present term expires December 31, 2014 
 

ALTERNATE MEMBERS 
Chris Johnston, Employee Member 

Elected by Safety Members 
Present term expires September 12, 2014 

 
Will Hoag, Retired Member 
Elected by Retired Members 

Present term expires December 31, 2014 
 
 

Members of the Board of Retirement 
At June 30, 2013 
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List of Professional Consultants 
 
 
  ACTUARY 
  The Segal Company 
 
  CUSTODIAN 
  State Street Bank and Trust 
 
  INDEPENDENT AUDITOR 
  Brown Armstrong Accountancy Corporation 
 
  LEGAL COUNSEL 
  County Counsel of the County of Ventura  
  Manatt, Phelps & Phillips 
  Foley & Lardner LLP 
  HansonBridgett 
 
  TECHNICAL SUPPORT 
  Automatic Data Processing 
  Information Technology Services of the County of Ventura 
  CMP Associates 
  Linea Solutions 

Managed Business Solutions 
  SBS Group 
  Vitech Systems Inc. 
 
 
 
 
 
 
 
List of Investment Professionals is located on Page 45 of the Investment Section of this 
report. 
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BROWN ARMSTRONG 

INDEPENDENT AUDITOR'S REPORT 

Board of Retirement 
Ventura County Employees' Retirement Association 
Ventura, California 

Report on the Financial Statements 

We have audited the accompanying Statement of Fiduciary Net Position of the 
Ventura County Employees' Retirement Association (VCERA) as of June 30, 2013 
and 2012, and the related Statement of Changes in Fiduciary Net Position for the 
years then ended, and the related notes to the financial statements, which 
collectively comprise the VCERA's basic f1nanc1al statements as listed 1n the table of 
contents. 

Management's Responsibility for the Financial Statements 

Management 1s responsible for the preparation and the fa1r presentation of these 
financial statements in accordance with accounting pnnciples generally accepted in 
the United States of Amenca; this includes the design, implementation, and 
mamtenance of internal control relevant to the preparation and fair presentation of 
f1 nanc1al statements that are free from matenal misstatement whether due to fraud or 
error. 

Auditor's Responsibility 

Our responsibi lity is to express an opinion on these financial statements based on 
our audit. We conducted our audit in accordance with the auditing standards 
general ly accepted 1n the United States of Amenca and the standards appl icable to 
financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards requ1re that we plan and 
perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement 

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor's JUdgement, Including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments , the auditor considers internal control relevant to VCERA's preparation 
and fair presentation of the fi nancial statements in order to design audit procedures 
that are appropriate 1n the circumstances, but not for the purpose of express1ng an 
op1n1on on the effectiveness of VCERA's Internal control. Accordingly, we express no 
such op1n1on. An audit also Includes evaluatmg the appropnateness of accounting 
pol1c1es used and the reasonableness of s1gnlf1cant accounting est1mates made by 
management, as well as evaluating the overall presentation of the basic fmanc1al 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a bas1s for our audit opinion. 
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Opinions 

In our op1nion, the basic financial statements referred to above present fairly, in all material respects, the 
fiduciary net position of the VCERA as of June 30, 2013 and 2012, and the changes in fiduciary net 
position for the years then ended in conformity with accounting principles generally accepted in the United 
States of America. 

Change in Accounting Principle 

As discussed in Note 2 to the financial statements, dunng the year ended June 30, 2013, VCERA 
implemented Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting 
of Deferred Outflows of Resources, Deferred Inflows Resources, and Net Position. Our opinion is not 
modified with respect to the matter 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and the schedules of funding progress, and employer contributions be presented 
to supplement the basic financial statements Such information, although not part of the basic financial 
statements, is required by the GASB, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards genera lly accepted in the United States of America, wh1ch consisted of inquiries of 
management about the methods of preparing the information and comparing the 1nformat1on for 
consistency with management's responses to our inquines, the basic financial statements, and other 
knowledge we obtained during our audit of the bastc financial statements We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance 

Other Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on these financial statements. The other 
supplementary Information and the introductory, investment, actuarial, and statistical sections, as listed in 
the table of contents, are presented for purposes of additional analysts and are not a required part of the 
basic financial statements. 

The other supplementary 1nformat1on is the responsibility of management and was derived from and 
relates directly to the underlying accounttng and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic fi nancial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the bastc fmanctal statements themselves, and other add1t1onal procedures in 
accordance w1th aud1t1ng standards generally accepted 1n the Un1ted States of Amenca. In our op1nion, 
the other supplementary information IS fatrly stated, 1n all matenal respects, 1n relation to the bas1c 
f1nanc1al statements as a whole. 

The Introductory, Investment, actuanal, and statistical secttons have not been subjected to the aud1t1ng 
procedures applied 1n the audit of the bas1c f1nanc1al statements and, accordingly, we do not express an 
op1n1on or provide any assurance on them. 

2 
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Other Reporting Required by Government Auditing Standards 

In accordance w1th Government A1.1dlting Standards, we have also 1ssued our report dated January 29, 
2014, on our consideration of the VCERA's Internal control over financial reporting and on our tests of its 
compl iance with certain provisions of laws, regulations, contracts, and other matters The purpose of that 
report is to descnbe the scope of our testing of Internal control over financial report1ng and compliance 
and the results of that testing, and not to provide an op1nion on the internal control over financial report1ng 
or on compliance That report is an integral part of an audit performed 1n accordance with Government 
Auditing Standards in considering the VCERA's internal control over financial reporting on compliance 
and should be considered in assessing the results of our audit. 

Bakersfield, California 
January 29, 2014 

3 

BROWN ARMSTRONG 
ACCOUNTANCY CORPORATION 
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Management’s Discussion and Analysis 
 

The following review of the results of Ventura County Employees’ Retirement Association's 
(VCERA) operations and financial condition for the year ended June 30, 2013, should be read in 
conjunction with the Letter of Transmittal found in the Introductory Section of the report and with 
the required financial statements that follow this discussion and analysis. 
 
HIGHLIGHTS  
 

 VCERA's net position restricted for pension benefits increased $417.9 million to 
approximately $3.6 billion for the fiscal year ending June 30, 2013. 

 Deductions in Plans Net Position increased 7.7% to $213.9 million. 
 VCERA's funding status, as measured by the actuarial value of assets less the actuarial 

value of accrued liabilities, increased to approximately 79.2%. 

 
THE FINANCIAL SECTION OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT 
 
The financial section of this Comprehensive Annual Financial Report consists of two financial 
statements, required supplementary information, and other supplemental schedules.  The 
implementation of Governmental Accounting Standards Statement (GASB) No. 63 caused the 
names of VCERA’s Basic Financial Statements to change.  They are now referred to as the 
Statement of Fiduciary Net Position and the Statement of Changes in Fiduciary Net Position.  The 
Statement of Fiduciary Net Position includes information, as of the end of the fiscal year, about 
VCERA's assets, liabilities, and net position on a fair value basis.  The Statement of Changes in 
Fiduciary Net Position includes information about the additions to, deductions from, and net 
increase/decrease for the year in plan net position.  The required supplementary information 
provides historical trend information about VCERA's funding status and annual required employer 
contributions.  The other supplemental schedules provide details of administrative expenses, 
investment expenses and payments to consultants. 
 
FINANCIAL ANALYSIS 
 
During the year, the domestic equities portfolio outperformed all other VCERA asset classes with 
a positive return of 21.5%.  The international equity portfolio gained 14.1% and global equity 
returned 15.8%.  The domestic and global fixed income portfolios returned 2.3% and -1.6%, 
respectively.  The real estate portfolio gained 8.9% while private equity returned 8.4%. 
 
VCERA’s funded status increased to 79.2% from 77.7% during the year as the return on the 
investments exceeded the growth in obligations.  Management maintains, as supported by the 
annual actuarial valuations, that VCERA remains in a financial position to meet all obligations to 
participants and beneficiaries. 
 
NET POSITION RESTRICTED FOR PENSION BENEFITS 
 
Net Position Restricted for Pension Benefits (Net Position) represents assets held to pay benefits 
earned by plan members.  The plans Net Position increased 13.0% to approximately $3.6 billion 
for 2013 as compared to 1.2% and $3.2 billion for 2012.  Investments increased by approximately 
$454.3 million in 2012-2013, as a result of an increase in the fair value of VCERA’s investment 
portfolio due primarily to appreciation in the value of the equity portfolio.  
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Management’s Discussion and Analysis (continued) 
 
Investments increased $24.9 million in 2011-12, mostly due to the equity and real estate 
portfolios.  Current Assets decreased by $105.3 and $90.4 million in 2013 and 2012, respectively, 
as cash and security lending receivable were lower than in the prior years.  Total Liabilities 
decreased by $66.1 and $102.0 million in 2013 and 2012, respectively, due to lower accrued 
liabilities and security lending payable in each respective year. 
 
($ IN THOUSANDS) 2013 2012 DIFFERENCE % CHANGE 
CURRENT ASSETS $   146,598 $   251,918 $   (105,320) (41.8%) 
INVESTMENTS 3,576,215 3,121,883 454,332 14.6% 
PENSION 
SOFTWARE 3,444 687 2,757 401.3% 

TOTAL ASSETS 3,726,257 3,374,488 351,769 10.4% 
TOTAL LIABILITIES (98,752) (164,871) 66,119 (40.1%) 
NET POSITION  $3,627,505 $3,209,617 $   417,888 13.0% 

 
Overall the plan’s Net Position continued to recover in 2012 and 2013, mostly due to investment 
performance, as investments contributed $479.2 to the net position. 
 

 2012 2011 DIFFERENCE % CHANGE 
CURRENT ASSETS $   251,918 $    342,335 $   (90,417) (26.4%) 
INVESTMENTS 3,121,883 3,097,001 24,882 0.8% 
PENSION 
SOFTWARE 687 - 687 N/A 

TOTAL ASSETS 3,374,488 3,439,336 (64,848) (1.9%) 
TOTAL LIABILITIES (164,871) (267,011) 102,140 (38.3%) 
NET POSITION  $3,209,617 $3,172,325 $  37,292 1.2% 

 
ADDITIONS TO PLAN NET POSITION 
 
The primary sources to finance benefits VCERA provides are accumulated through investment 
income and the collection of employer and employee contributions. Fiscal year 2013 results 
showed a combined 6.9% increase in employer and employee contributions. Net investment 
income added an additional $386.0 million. Fiscal year 2012 results showed an increase of 17.9% 
increase in employer and employee contributions and net investment income added an additional 
$50.7 million.  Overall, employer and employee contributions contributed an additional $30.6 
million and investment income contributed an additional $487.3 million from 2011 to 2013. 
 

($ IN THOUSANDS) 2013 2012 DIFFERENCE % CHANGE 
EMPLOYER 
CONTRIBUTIONS $    150,688 $    140,773 $       9,915 7.0% 
EMPLOYEE 
CONTRIBUTIONS 44,464 44,487 (23) (0.1%) 
NET INVESTMENT INCOME 436,638 50,683 385,955 761.5% 
TOTAL ADDITIONS $   631,790 $   235,943 $  395,847 167.8% 
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Management’s Discussion and Analysis (continued) 
 

($ IN THOUSANDS) 2012 2011 DIFFERENCE % CHANGE 
EMPLOYER 
CONTRIBUTIONS $    140,773 $    120,053 $       20,720 17.3% 
EMPLOYEE 
CONTRIBUTIONS 44,487 44,238 249 0.6% 
NET INVESTMENT INCOME 50,683 627,327 (576,644) (91.9%) 
TOTAL ADDITIONS $   235,943 $ 791,618 $ (555,675) (70.2%) 

 
 
DEDUCTIONS IN PLAN NET POSITION 
 
VCERA’s assets are used primarily in the payment of benefits to retired members and their 
beneficiaries, refunds of member contributions and plan administration costs.  An increase in the 
number of retired members and an increase in the average benefit payment were the primary 
contributors to the increase in Benefit Payments in 2012 and 2013.  An increase in administrative 
expenses in 2013 was primarily the result of an increase in staffing. 
 

($ IN THOUSANDS) 2013 2012 DIFFERENCE % CHANGE 
BENEFIT PAYMENTS $205,238 $191,332 13,906 7.3% 
MEMBER REFUNDS 4,720 3,783 937 24.8% 
ADMINISTRATIVE 3,944 3,536 408 11.5% 
TOTAL DEDUCTIONS $213,902 $198,651 15,251 7.7% 

 
($ IN THOUSANDS) 2012 2011 DIFFERENCE % CHANGE 

BENEFIT PAYMENTS $191,332 $180,070 11,262 6.3% 
MEMBER REFUNDS 3,783 4,388 (605) (13.8%) 
ADMINISTRATIVE 3,536 4,387 (851) (19.4%) 
TOTAL DEDUCTIONS $198,651 $188,845 9,806 5.2% 

 
Benefit payments grew in 2012 and 2013 by approximately $11.3 and $13.9 million dollars or 
6.3% and 7.3%, respectively, as the retirement plan continues to mature.  Member refunds reflect 
a 24.8% increase of over $937 thousand dollars in 2013 as compared to a 13.8% decrease or 
$605 thousand dollars in 2012.  Overall benefit payments have grown by $25.2 million from 2011 
to 2013, due to maturity of the plan, as previously stated.  Refunds grew by $332 thousand from 
2011 to 2013 and have averaged about $4.3 million over the three year period. 
 
VCERA’S FIDUCIARY RESPONSIBILITY 
 
VCERA is a fiduciary for the County of Ventura's, Ventura County Courts’, Air Pollution Control 
District’s, and Ventura Regional Sanitation District's pension plans. As such, VCERA is 
responsible for ensuring the plan assets reported in these financial statements are used to pay 
retirement benefits to eligible plan participants. 
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Management’s Discussion and Analysis (continued) 
 
NEW PENSION ACCOUNTING AND FINANCIAL REPORTING STANDARDS 

 
On June 25, 2012, the Governmental Accounting Standards Board (GASB) voted to approve two 
new standards that substantially improved the accounting and financial reporting of public 
employee pensions by state and local governments.  Statement No. 67, Financial Reporting for 
Pension Plans, revised existing guidance for the financial reports of most pension plans.  Statement  
 
No. 68, Accounting and Financial Reporting for Pensions, revised and established new financial 
reporting requirements for governments that provide their employees with defined benefit 
pensions.  These accounting and financial reporting standards represent the most significant 
fundamental changes in reporting requirements for pension plans (VCERA) and plan sponsors 
(Ventura County and outside Districts) since 1994. 
 
For VCERA, the new standards build upon the existing framework for financial reports, enhance 
the note disclosures and required supplementary information, and require the presentation of 
new information about annual money-weighted rates of return in the notes to the financial 
statements.  The new financial reporting provisions for VCERA are effective for fiscal year ending 
June 30, 2014. 
 
The new standards require the County of Ventura and outside Districts to recognize their 
proportionate share of long-term obligations for pension benefits as a liability for the first time and 
to more comprehensively and comparably measure the annual costs of pension benefits.  This 
proportionate share is based on the plan sponsors’ long-term contribution effort.  The new 
financial reporting standards also enhance accountability and transparency through revised and 
new note disclosures and required supplementary information.  For the County of Ventura and 
outside Districts, the new financial reporting provisions are effective for its fiscal year ending June 
30, 2015. 
 
The VCERA Board, through our professional organizations, management, and consultants, will 
evaluate and implement these new requirements as prescribed within the required time frame. 
 
REQUESTS FOR INFORMATION 

 
The financial report is designed to provide the Board of Retirement, our membership, and other 
interested third parties with a general overview of VCERA’s finances and to show accountability 
for the funds it receives.  
 
Address questions regarding this report and/or requests for additional information to: 
 

Chief Financial Officer, VCERA 
1190 South Victoria Avenue, Suite 200  
Ventura, CA 93003 

 
Respectfully submitted, 

 
Henry C. Solis, CPA 
Chief Financial Officer 
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Statements of Fiduciary Net Position 
As of June 30, 2013 and June 30, 2012 

 

  2013 2012 
ASSETS    
CASH AND SHORT TERM INVESTMENTS $    63,940,819  $ 118,800,271 
   
SECURITIES LENDING CASH COLLATERAL         50,542,569  94,634,819 
   
PENSION SOFTWARE DEVELOPMENT         3,443,718  686,886 
   
RECEIVABLES    

EMPLOYER/EMPLOYEE CONTRIBUTIONS 4,487,879 3,754,115 

ACCRUED INTEREST AND DIVIDENDS 3,537,646 5,175,132 

SECURITY SALES  24,075,489 29,531,517 

MISCELLANEOUS  14,078 21,685 

TOTAL RECEIVABLES 32,115,092 38,482,449 
INVESTMENTS AT FAIR VALUE   

DOMESTIC EQUITY SECURITIES 90,236,736 87,964,565 

DOMESTIC EQUITY INDEX FUNDS 1,187,529,462 1,084,670,705 

INTERNATIONAL EQUITY SECURITIES 315,114,096 531,184,762 

INTERNATIONAL INDEX FUNDS 341,408,722 -  

GLOBAL EQUITY  320,556,664 267,297,716  

PRIVATE EQUITY  44,409,872 26,930,165 
UNITED STATES GOVERNMENT DEBT SECURITIES & 
CORPORATE BONDS 563,060,465  685,619,990 

DOMESTIC BOND INDEX FUND 130,569,854  131,199,409 

INTERNATIONAL BONDS 71,314,818 23,776,639 

GLOBAL BONDS  119,164,676 - 

REAL ESTATE  283,379,695 283,239,366 
ALTERNATIVE 109,469,955 - 

TOTAL INVESTMENTS  3,576,215,015 3,121,883,317 
TOTAL ASSETS   3,726,257,213 3,374,487,742 
LIABILITIES    

SECURITY PURCHASES 45,685,949 68,472,851 

ACCOUNTS PAYABLE 2,523,228 1,762,866 

CASH COLLATERAL FOR PAYABLE FOR SECURITIES LENDING 50,542,569 94,634,819 

TOTAL LIABILITIES 98,751,746 164,870,536 
NET POSITION RESTRICTED FOR PENSION BENEFITS $3,627,505,467 $3,209,617,206 

The accompanying notes are an integral part of these financial statements. 
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Statements of Changes in Fiduciary Net Position 
For the Years Ended June 30, 2013 and June 30, 2012 
 
  2013 2012 
ADDITIONS    

CONTRIBUTIONS    

EMPLOYER - ACTUARIALLY DETERMINED $ 142,369,931 $ 132,385,968 

EMPLOYER - OTHER  8,317,910 8,386,757 

EMPLOYEE  44,463,983 44,486,749 

TOTAL CONTRIBUTIONS 195,151,824 185,259,474 

INVESTMENT INCOME    

NET APPRECIATION  IN FAIR VALUE OF INVESTMENTS 395,973,510 17,880,635 

INTEREST INCOME  18,999,346 24,446,177 

DIVIDEND INCOME  17,027,714 4,483,161 

REAL ESTATE OPERATING INCOME (NET) 14,366,645 12,722,093 

INVESTMENT EXPENSE (9,901,235) (9,102,873) 
NET INVESTMENT INCOME, 

BEFORE SECURITIES LENDING INCOME 436,465,980 50,429,193 

SECURITIES LENDING INCOME   

EARNINGS  298,205 437,212 

REBATES  (48,764) (64,670) 

FEES  (77,300) (118,565) 

NET SECURITIES LENDING INCOME 172,141 253,977 

NET INVESTMENT INCOME  436,638,121 50,683,170 

TOTAL ADDITIONS 631,789,945 235,942,644 

DEDUCTIONS    

BENEFIT PAYMENTS  205,238,224 191,331,918 

MEMBER REFUNDS  4,719,733 3,782,776 

ADMINISTRATIVE EXPENSES 3,943,727 3,535,807 

TOTAL DEDUCTIONS 213,901,684 198,650,501 

NET INCREASE IN NET POSITION 417,888,261 37,292,143 
NET POSITION RESTRICTED FOR PENSION BENEFITS: 
 BEGINNING OF YEAR 3,209,617,206 3,172,325,063 

 END OF YEAR $3,627,505,467 $3,209,617,206 

The accompanying notes are an integral part of these financial statements. 
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Notes to the Financial Statements 
For the Years Ended June 30, 2013 and 2012 
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
REPORTING ENTITY.  Ventura County Employees’ Retirement Association (VCERA), with its own 
governing board, is an independent governmental entity separate and distinct from the County of 
Ventura. Actuarially determined financial data for VCERA is included in the County of Ventura’s 
Annual Financial Report in the “Notes to the Basic Financial Statements” section.  The specific 
elements of the financial accountability criteria considered in defining a reporting entity are 
appointment of a voting majority of the Board of Retirement (Board) and either the ability to 
impose will or possibility of providing a financial benefit or imposing a financial burden.  
Application of the financial accountability criteria did not identify additional entities to be included 
in VCERA’s annual report. 
 
BASIS OF ACCOUNTING.  The accompanying financial statements are prepared on the accrual 
basis of accounting.  Investment income is recognized when earned. Administrative and 
investment expenses are recorded when incurred.  Contributions, benefit payments, and refunds 
are recorded when due and payable in accordance with the terms of the plan.  The net 
appreciation (depreciation) in the fair value of investments is recorded as an increase (decrease) 
in investment income based upon investment valuations. 
 
INVESTMENT VALUATION.  VCERA investments are presented at fair value.  The majority of the 
investments held by the VCERA Plan at June 30, 2013 is in the custody of, or controlled by, 
State Street Bank and Trust, VCERA’s custodian. VCERA’s  investments consist of domestic and 
international fixed income, domestic and international equities, private equity, alternatives, and 
real estate. Investments are reported at fair value.  The diversity of the investment types that 
VCERA has entered into requires a wide range of techniques to determine fair value.  The 
overall valuation processes and information sources by major asset classifications are as follows: 
 
FIXED INCOME.  Fixed income consists primarily of negotiable obligations of the U.S.  
Government and U.S. Government-sponsored agencies, corporations, and securitized offerings 
backed by residential and commercial mortgages. Certain securities, such as U.S. government 
bonds, have an active market for identical securities and can typically be valued using the closing 
or last traded price on a specific date.  Other securities that are not as actively traded are valued 
by pricing vendors, which use modeling techniques that include market observable inputs required 
to develop a fair value. Typical inputs include recent trades, yields, price quotes, cash flows, 
maturity, credit ratings and other assumptions based upon the specifics of the asset type. 
 
EQUITIES.  The majority of the Assoc ia t ion ’s domestic and international equity securities are 
actively traded on major stock exchanges or over-the-counter. Investments listed or traded on a 
securities exchange are valued at fair value as of the close of trading on the valuation day.  Fair 
value is determined based on the last reported trade price on the exchange considered to be the 
primary market for such security. Listed investments that are not traded on a particular day are 
valued at the last known price deemed best to reflect their fair value. Investments not traded on a 
securities exchange, but which are traded in any other market or over the counter, are valued 
based on prices obtained from third party service providers. 
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PRIVATE EQUITY.  Private equity investments are made on a fund-of-fund basis. The underlying 
equity fund portfolio consists of securities in portfolio companies as well as marketable securities. 
Typically, the fair value of all investments is determined by the fund manager in good faith and in 
compliance with the definition of fair value under U.S. generally accepted accounting principles or 
“GAAP” (Financial Accounting Standards Board (FASB) Accounting Standards Codification, Topic 
820). In some circumstances, partnership agreements require reporting financial information and 
valuations in an accounting standard other than GAAP such as under International Financial 
Reporting Standards.  The measure of fair value by the fund manager is typically conducted on a 
quarterly basis. Marketable securities are valued according to the most recent public market 
price with appropriate discounts to reflect any contractual or regulatory restriction upon sale.   
The fair value of each investment as reported does not necessarily represent the amount that 
may ultimately be realized, since such amounts depend upon future circumstances that cannot 
reasonably be determined until the position is actually liquidated.  The fund’s evaluation of the 
fair value of portfolio funds is based on the most recent available valuation information provided 
to it by the portfolio funds, adjusted for subsequent distributions from and capital contributions to 
such portfolio funds, if any. The evaluation of the fair value of co-investments is based on the 
most recent information available at the time of valuation ascribed to such investments by the 
sponsor partnership.  If the manager does not agree with this valuation, holds different 
securities than the sponsor partnership, is unable to obtain the sponsor partnership’s valuation, 
or has information that results in a different valuation, it may use its own internal evaluation of 
fair value.  The assumptions are based upon the nature of the investment and the underlying 
business. The valuation techniques vary based upon investment type and involve a certain 
degree of expert judgment. 
 
REAL ESTATE.  Real estate is held either via a real estate limited partnership or a commingled 
fund.  Real estate investments in a limited partnership or commingled fund are long-term and 
illiquid in nature. As a result, investors are subject to redemption restrictions which generally 
limit distributions and restrict the ability of investors to exit an investment prior to its dissolution or 
liquidation of the underlying holdings. Interests in limited partnerships and commingled funds are 
valued by using the net asset value (“NAV”) of the portfolio. The most significant input into the 
NAV of such an entity is the value of its investment holdings. These holdings are valued by the 
general or managing partners on a continuous basis, audited annually and periodically 
appraised by an independent third party.  The valuation assumptions are based upon both 
market and property specific inputs which are not observable and involve a certain degree of 
expert judgment. 
 
RECEIVABLES.  Receivables consist primarily of interest, dividends, and investments in transition, 
i.e., traded but not settled, and contributions owed by the employing entities as of June 30, 2013. 
 
USE OF ESTIMATES.  The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of additions 
and deductions during the reporting period.  Actual results could differ from those estimates. 
  

Master Page No. 519



FINANCIAL STATEMENTS 

Page 20 2013 Comprehensive Annual Financial Report 

Notes to the Financial Statements 
For the Years Ended June 30, 2013 and 2012 (continued) 
 
SECURITIES LENDING.   Cash collateral received in the course of securities lending transactions is 
recorded as a current asset of VCERA, and the obligation to repay the collateral is recorded as a 
current liability, in accordance with the requirements of Governmental Accounting Standards 
Board (GASB) Statement Number 28. In addition, gross earnings received on invested cash 
collateral are reported as Earnings, and borrower rebates and agent fees are recorded as 
Rebates and Fees, respectively.  This Earnings, Rebates, and Fees amounted to $298,205, 
$48,764, and $77,300, respectively, for the year ended June 30, 2013, a decrease due primarily 
to reduced activity in securities lending activity. Non-cash collateral, and the related repayment 
obligation, is not recorded on the books of the Association, as there is no ability to pledge or sell 
the collateral absent borrower default.  See Note 3 for additional information on securities lending. 
 
IMPLEMENTATION OF NEW ACCOUNTING PRONOUNCEMENT.   
 
GASB Statement No. 63 – Financial Reporting of Deferred Outflows of Resources, Deferred 
Inflows of Resources, and Net Position were implemented for the year ended June 30, 2013.  The 
statement provides financial reporting guidance for deferred outflows of resources and deferred 
inflows of resources.  The primary change was renaming previous net assets as net position in 
the financial statements.  VCERA does not have any deferred inflows or outflows to report.  
 
NEW ACCOUNTING PRONOUNCEMENTS. 

 
GASB Statement No. 65 – Items Previously Reported as Assets and Liabilities establishes 
accounting and financial reporting standards that reclassify, as deferred outflows of resources or 
deferred inflows of resources, certain items that were previously reported as assets and liabilities 
and recognizes, as outflows of resources or inflows of resources, certain items that were 
previously reported as assets and liabilities.  The requirements of this statement are effective for 
financial statements for periods beginning of after December 15, 2012.  Management is in the 
process of evaluating the impact, if any, to be implemented for the fiscal year ended June 30, 
2014.  Management does not anticipate any significant impact from the statement. 
 
GASB Statement No. 66 – Technical Corrections – 2012 – an Amendment of GASB Statements 
No. 10 and No. 62 is to improve accounting and financial reporting for a governmental financial 
reporting entity by resolving conflicting guidance that resulted from the issuance of the two 
pronouncements.  The requirements of this statement are effective for financial statements for 
periods beginning December 15, 2012.  Management is in the process of evaluating the impact, if 
any, to be implemented for the fiscal year ended June 30, 2014.  Management does not 
anticipate any significant impact from the statement. 
 
GASB Statement No. 67 – Financial Reporting for Pension Plans—an Amendment of GASB 
Statement No. 25 improves financial reporting by state and local governmental pension plans. 
The requirements of this statement are effective for financial statements for periods beginning 
after June 15, 2013.  The new standards will be implemented as scheduled. 
 
GASB Statement No. 68 – Accounting and Financial Reporting for Pension Plans—an 
Amendment of GASB Statement No. 25, revises and establishes new financial reporting 
requirements for governments that provide their employees with defined benefit pensions.  The 
new standards require Employers to recognize their proportionate share of long-term obligation 
for pension benefits as a liability for the first time and to more comprehensively and comparably 
measure the annual costs of pension benefits.  For Employers, the new financial reporting 
provisions are effective for its fiscal year beginning after June 15, 2014. 
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GASB Statement No. 70 – Accounting and Financial Reporting for Nonexchange Financial 
Guarantees will enhance comparability of financial statements among governments by requiring 
consistent reporting by those governments that extend nonexchange financial guarantees and by 
those governments that receive nonexchange financial guarantees.  This statement also will 
enhance the information disclosed about a government’s obligation and risk exposure from 
extending nonexchange financial guarantees.  This statement also will augment the ability of 
financial statement users to assess the probability that governments will repay obligation holders 
by requiring disclosures about obligations that are issued with this type of financial guarantee.  
The requirements of this statement are effective for financial statements for periods beginning 
after June 15, 2013.  Management is in the process of evaluating the impact, if any, to be 
implemented for the fiscal year ended June 30, 2014.  Management does not anticipate any 
significant impact from the statement. 
 
2. PLAN DESCRIPTION  
 
The Ventura County Employees’ Retirement Association (VCERA) was established under the 
provisions of the California Government Code (Code) Sections 31450 through 31899, known 
collectively as the County Employees’ Retirement Law of 1937. In September 2012, Governor 
Brown signed the California Public Employees’ Pension Reform Act of 2013 (PEPRA), Code 
Section 7522.  This new law applies to new employees who became first time VCERA members 
on or after January 1, 2013.  VCERA operates a cost-sharing multi-employer defined benefit 
pension plan (Plan) that includes employees of the County of Ventura, the Ventura County 
Courts, Air Pollution Control District, a special district, and the Ventura Regional Sanitation 
District, a special district located in the County, (the latter three employers are not under the 
County of Ventura Board of Supervisors). VCERA is a pension trust fund of the County of 
Ventura.  
 
VCERA provides retirement, disability, cost of living, and death and survivor benefits to its 
members and qualified beneficiaries. 
 
PLAN MEMBERSHIP. Membership is mandatory for employees with bi-weekly work schedules of 64 
hours or more. Members employed up to and including June 30, 1979 and certain management 
personnel who entered service prior to October 16, 2001 are designated as Tier 1 members.  
Members employed after June 30, 1979 through December 31, 2012, are designated as Tier II 
members. Safety members (eligible Sheriff, Probation and Fire employees) employed through 
December 31, 2012 are classified as Safety.  New Members employed after January 1, 2013 are 
designated as PEPRA Tier I, II or Safety.  
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At June 30, 2013 and 2012, VCERA membership consisted of:  
 
MEMBERSHIP  2013 2012 
RETIREES AND BENEFICIARIES CURRENTLY RECEIVING BENEFITS 5,888 5,658 
ACTIVE EMPLOYEES:    
 VESTED 5,929 5,737 
 NON-VESTED 2,139 2,282 
TERMINATED BUT NOT YET RECEIVING BENEFITS     
 VESTED 1,324 1,313 
 NON-VESTED 925 848 

TOTAL 16,205 15,838 
 
 
BENEFIT PROVISIONS.  State law along with resolutions and ordinances adopted by the Board of 
Retirement and Board of Supervisors establishes the Plan’s benefit provisions and contribution 
requirements. 
 
RETIREMENT ALLOWANCES. Employees with membership prior to January 1, 2013, with ten or 
more years of service are entitled to an annual retirement allowance beginning at age 50.  
General Member employees with membership on or after January 1, 2013, with five or more 
years of service are entitled to an annual retirement allowance beginning at age 52.  Safety 
Member employees with membership on or after January 1, 2013, with five or more years of 
service are entitled to an annual retirement allowance at age 50.  Allowances are based upon 
members’ ages at retirement, final compensation, and total years of service.  
 
DISABILITY BENEFITS. A member who becomes permanently disabled for the performance of their 
duties may be granted a disability retirement allowance payable for life.  If the disability is the 
result of a job-related injury or illness, the member may be granted a service-connected disability 
retirement.  If the disability is not the result of a job-related injury or illness, the member may 
receive a non-service-connected disability retirement allowance. 
 
DEATH BENEFITS. VCERA pays a basic death benefit, which consists of the member’s 
accumulated contributions plus an amount equal to an average month’s salary to a maximum of 
six months’ salary. If the deceased member was vested, a surviving spouse may elect, in lieu of 
the basic death benefit, a monthly allowance equal to 60 percent of the monthly retirement 
allowance to which the deceased member would have been entitled had the member been retired 
for non-service-connected disability as of the date of death. 
 
Benefits payable to a surviving spouse or other beneficiary of a member who dies after retirement 
depend upon the retirement option selected by the member at the time of retirement and whether 
the member’s retirement was a regular service retirement, a non-service-connected disability 
retirement or a service-connected disability retirement.  In addition, a lump sum death benefit of 
$5,000 is also payable to the named beneficiary of a deceased retired member. 
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SUPPLEMENTAL BENEFITS.  On January 15, 1991, the Ventura County Board of Supervisors 
adopted a resolution to make operative Government Code Section 31682.  Adoption of this 
section permitted the Board of Retirement to adopt a resolution to provide a vested supplemental 
benefit of $108.44 per month to all eligible retirees. 
 
Effective March 17, 2003, the Board of Retirement adopted a resolution providing an additional 
$27.50 per month to eligible retirees receiving the vested supplemental benefit described above. 
The additional non-vested supplemental benefit is provided pursuant to Government Code 
Sections 31691.1 and 31692. 
 
COST OF LIVING ADJUSTMENT.  Cost of living adjustments, based upon changes in the Consumer 
Price Index for the Los Angeles area, of up to 3% per annum are made for all Tier I and Safety 
retirees. 
 
On February 28, 2005, the Board of Retirement adopted regulations pursuant to Government 
Code Section 31627 to provide a cost of living adjustment to a majority of Tier II general 
members represented by Service Employees International Union (SEIU) Local 721. The 
prospective cost of living adjustment will be fixed at 2% annually and be funded by employee 
contributions. 
 
TERMINATIONS.  Effective January 1, 2003, members with less than five (5) years of service may 
elect to leave their accumulated member contributions on deposit until first eligible to receive 
benefits in accordance with Government Code Section 31629.5. 
 
3. INVESTMENTS 
 
INVESTMENT POLICY.  VCERA, in accordance with state statutes, invests in any form or type of 
investment, financial instrument, or financial transaction deemed prudent in the informed opinion 
of the Board of Retirement.  State Street Bank and Trust serves as the master custodian for the 
majority of VCERA’s assets. 
 
While VCERA recognizes the importance of capital preservation, it also adheres to the principle 
that varying degrees of investment risk are generally rewarded with compensating returns. The 
Board of Retirement’s investment policy allows investment to the entire Global fixed income 
market (maturities 1 to 30 years) including Treasury and government agency bonds, corporate 
debt, mortgages, asset-backed securities, international and emerging markets.  The fixed income 
portfolio is largely comprised of investment grade issues (rating of BBB- {Standard & Poor’s} and 
Baa3 {Moody’s} or higher) and may include, subject to limits, opportunistic investment in non-
dollar and high yield bonds.  VCERA’s investment policy recognizes that in the long-run equity 
returns will be greater than fixed income returns, but with expected greater volatility over shorter 
periods. Both domestic and international equity investing is permitted with exposure, subject to 
limits, to both the large and small capitalization ranges.  Discretion is also permitted to 
international managers to invest, with limits, opportunistically in emerging market equities.  Real 
Estate investing is also allowed with the goal to provide competitive risk adjusted returns as well 
as diversification benefits to VCERA’s portfolio. 
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As of June 30, 2013 and 2012, VCERA had the following investments: 
 
  JUNE 30, 2013 JUNE 30, 2012 
DOMESTIC EQUITY $  1,277,766,198 $  1,172,635,270 
DOMESTIC FIXED INCOME 693,630,319 816,819,399 
INTERNATIONAL EQUITY 656,522,818 531,184,762 
PRIVATE EQUITY 44,409,872 26,930,165 
REAL ESTATE 283,379,695 283,239,366 
GLOBAL EQUITY 320,556,664 267,297,716 
GLOBAL BONDS 
INTERNATIONAL BONDS 

119,164,676 
71,314,818 

- 
23,776,639 

ALTERNATIVE  109,469,955 - 
TOTAL INVESTMENTS $3,576,215,015  $3,121,883,317  

 
 
CUSTODIAL CREDIT RISK.  VCERA considers investments purchased with a maturity of 12 months 
or less to be short-term investments. Although not having a policy that specifically addresses the 
limiting of custodial credit risk, VCERA, in practice, limits custodial credit risk for deposits by 
maintaining substantially all cash and short-term investments in external investment pools 
managed by the County of Ventura and State Street Bank and Trust.  All other investment 
securities are held by State Street Bank and Trust in VCERA’s name.  VCERA maintains a 
commercial bank account with depository insurance coverage from the Federal Depository 
Insurance Corporation (FDIC). 
 
Balances in VCERA’s commercial bank account at June 30, 2013 and 2012 were $147,036 and 
$36,932, respectively. 
 
As of June 30, 2013 and 2012, VCERA had the following cash and short-term investments: 
 
  JUNE 30, 2013 JUNE 30, 2012 
STATE STREET BANK AND TRUST  $  55,235,767 $  111,168,076 
COUNTY OF VENTURA TREASURER’S INVESTMENT POOL 8,557,816 7,595,263 
COMMERCIAL BANK ACCOUNT 147,036 36,932 
PETTY CASH 200 - 

TOTAL $  63,940,819 $  118,800,271 
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CREDIT RISK.  VCERA requires its total fixed income portfolio be rated at a minimum AA by 
Standard & Poor’s (S&P), Aa by Moody’s or AA by Fitch. Aggregated amounts by rating category 
using S&P ratings are as follows: 
 
RATING CATEGORY AMOUNT HELD AT 

06/30/2013 
AMOUNT HELD AT 

06/30/2012 
SEPARATE HOLDINGS:   

AAA $20,088,556  $ 66,127,353 
AA 71,066,077  173,827,658 
A 51,393,032  118,361,204 
BBB 82,062,014  115,497,527 
BB 23,827,408  30,587,693 
B 8,210,202  13,895,938 
CCC 7,338,565  9,931,665 
CC -  817,375 
D 1,668,152  2,821,878 
NO RATING 46,788,720  70,370,320 

TOTAL SEPARATE HOLDINGS $312,442,726   $  602,238,611 
POOLED INVESTMENTS:   

AAA $227,696,137   $  99,186,753 
AA 121,265,095  89,732,918 
A 83,759,977  22,442,968 
BBB 74,311,878  13,014,981 
BB 969,022  13,979,807 
B 63,664,978 - 

TOTAL POOLED INVESTMENTS $571,667,087  $  238,357,427 
TOTAL FIXED INCOME PORTFOLIO           $884,109,813             $  840,596,038 

 
Overall, VCERA’s fixed income portfolios were rated AA- at June 30, 2013 and AA at June 30, 
2012. 
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INTEREST RATE RISK.  VCERA recognizes the importance of managing its exposure to interest rate 
risk and has developed a policy to limit the duration of VCERA’s fixed income portfolio to plus or 
minus 20% to that of the broad fixed income market as defined by the Barclays Capital Aggregate 
Bond Index and Barclays Global Aggregate Bond Index. Duration, an investment’s exposure to fair 
value change arising from a change in interest rates, by investment category and amount at June 
30, 2013 and 2012 is as follows: 
 
 ASSETS HELD AT  ASSETS HELD AT  
CATEGORY 06/30/2013 DURATION (YEARS) 06/30/2012 DURATION (YEARS) 

TREASURY   $130,276,474 5.6  $164,025,616 6.6 
AGENCY      14,576,744  6.8 21,512,285 5.6 
MORTGAGE BACKED    177,474,998  5.5 225,930,410 4.8 
ASSET-BACK   40,861,582  0.9 43,055,140 0.9 
CREDIT 333,935,586  4.7 351,452,124 6.3 
FOREIGN 81,746,379  4.0 24,563,642 5.3 
OTHER 105,238,050  1.9 1,874,831 7.9 

      PASSIVELY MANAGED -  - 8,181,990 4.4 
TOTAL $  884,109,813  4.4 $ 840,596,038 5.6 

 
The duration for the Barclays Capital Aggregate Bond Index as of June 30, 2013 and 2012 was 
5.1 years and 4.4 years, respectively. 
 
FOREIGN CURRENCY RISK.  VCERA, through its investment policy, recognizes the return and 
diversification benefits gained by investing in markets outside the United States. The majority of 
VCERA’s international investments are held in commingled investment pools with other 
institutional investors.  VCERA may also hold individual foreign securities within the fixed income 
allocation.  Investments in countries outside the United States expose VCERA to the risk that 
changes in currency exchange rates may affect the fair value of these investments. 
 
VCERA’s international equity, global equity and fixed income investment managers may utilize 
forward exchange (FX) currency contracts, currency futures contracts and currency options to 
minimize currency fluctuations in non-U.S. dollar denominated securities.  VCERA’s investment 
policy does not allow forward currency contracts, futures contracts and options to be utilized 
speculatively. Risks surrounding the contracts and options include fluctuations in exchange rates 
and the inability of the counterparty to meet contract and option terms. Differences between 
contract exchange rates and market exchange rates at settlement result in gains and losses.  
 
As of June 30, 2013 and 2012, VCERA’s forward exchange currency contracts were valued at 
$90,387,786 and $1,365,091, currency future contracts had a notional value of $119,006,038 and 
$61,648,678 and currency options were valued at $(72,804) and $(14,865), respectively. All 
forward currency contracts, futures currency contracts and currency options have been included 
at fair value in the Statements of Fiduciary Net Position, and all realized and unrealized 
gains/losses associated with the securities have been included in the Statements of Changes in 
Fiduciary Net Position for the years ending June 30, 2013 and 2012, respectively. 
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CURRENCY 
FIXED INCOME AT 
JUNE 30, 2013 

EQUITIES AT 
JUNE 30, 2013 

FIXED INCOME AT 
JUNE 30, 2012 

EQUITIES AT 
JUNE 30, 2012 

AUSTRALIAN DOLLAR    $6,680,896         $11,357,490    $       1,980,777 $    10,780,494 
BRITISH POUND 9,736,360  57,853,030 272,189 36,125,254 
CANADIAN DOLLAR 6,187,456  6,721,369 5,897,788 4,845,006 
DANISH KRONE - 2,719,605 - 2,228,792 
EURO 21,003,460  59,048,958 725,435 38,911,264 
HONG KONG DOLLAR - 24,464,634 - 10,151,688 
JAPANESE YEN - 67,179,274 - 47,821,141 
NEW ZEALAND DOLLAR 5,414,014  15,118 1,949,488 - 
NORWEGIAN KRONE - 1,278,107 - - 
S. AFRICAN RAND - 3,612,864 - 3,656,317 
SINGAPORE DOLLAR - 14,409,280 - 9,228,337 
SOUTH KOREAN WON - 6,112,692 - 5,343,848 
SWEDISH KRONA - 3,663,361 - 1,485,862 
SWISS FRANC - 35,425,458 - 22,139,494 
OTHER EMERGING MARKET 22,292,632  1,447,066 8,006,919 3,008,889 

TOTAL SECURITIES SUBJECT 
TO FOREIGN CURRENCY RISK $71,314,818    $294,308,306   $  18,832,596   $  195,726,386 

     
U.S. $ INVESTMENTS IN 
INTERNATIONAL PORTFOLIOS 11,758,844  362,214,512  4,944,043 335,458,376 

     
U.S. $ INVESTMENTS IN  
GLOBAL PORTFOLIOS 119,164,676 320,556,664  - 267,297,716 

TOTAL $202,238,338     $ 977,079,482    $  23,776,639   $  798,482,478  
 
SECURITIES LENDING. VCERA, under provisions of state statutes, and its investment policy, 
authorizes State Street Bank and Trust to act as agent in lending VCERA’s securities to broker-
dealers and other entities in the form of a loan agreement.  Borrowers were required to deliver 
collateral in an amount equal to not less than 100%, and typically 102%, of the fair value of 
securities borrowed. 
 
As of June 30, 2013 and 2012, VCERA had no credit risk exposure because the amounts VCERA 
owes the borrowers exceeds the amounts the borrowers owe VCERA. State Street Bank and 
Trust indemnified VCERA by agreeing to purchase replacement securities, or return cash 
collateral, in the event a borrower failed to return a lent security or pay distributions while the 
security was on loan.  VCERA and the borrowers maintained the right to terminate all securities 
lending transactions on demand.  The cash collateral received on each loan was invested with 
cash collateral of other qualified tax-exempt plan lenders, in a collective investment pool.  
Because loans were terminable at will, their maturity did not generally match the maturity of the 
investments made with cash collateral.  VCERA cannot pledge or sell collateral securities without 
borrower default.  As of June 30, 2013 and 2012, VCERA had securities on loan with a fair value 
of $48,551,695 and $92,728,663, with cash collateral of $50,542,569 and $94,634,819, 
respectively. 
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VCERA’s net securities lending income for the years ended June 30, 2013 and 2012 is as 
follows: 
 
  2013 2012 
EARNINGS $  298,205 $   437,212 
EXPENSES:    

BORROWER REBATES 48,764 64,670 
MANAGEMENT FEES 77,300 118,565 

NET SECURITIES LENDING INCOME $  172,141 $  253,977 
 
CONCENTRATION OF CREDIT RISK.  VCERA, through policies developed and implemented by the 
Board of Retirement, maintains the goal of having a well-diversified portfolio.  As such, VCERA 
had no investments in any one named security that would represent more than 5% of total 
investments.  Pooled investments and investments issued by or explicitly guaranteed by the U.S. 
Government are exempt from this requirement. 
 
DERIVATIVE FINANCIAL INSTRUMENTS.  As part of VCERA’s Investment Policy, Investment 
managers are allowed the use of derivatives.  Derivatives are financial instruments that derive 
their value, usefulness and marketability from an underlying instrument which represents direct 
ownership of an asset or of an issuer whose payments are based on or “derived” from the 
performance of an agreed upon benchmark.  Values of derivatives change daily.  VCERA’s 
managers are required to mark-to-market derivative positions daily.  Within VCERA’s investment 
policy, specific guidelines are put forth with investment managers who invest in derivatives.  
Substitution, risk control and arbitrage are the only derivative strategies permitted; speculation is 
prohibited.  No contingent features are present.  Derivatives are carried as assets when their fair 
value is positive and as liabilities when their fair value is negative.  Gains and losses from 
derivatives are included in the Statement of Changes in Fiduciary Net Position.  For financial 
reporting purposes, all VCERA’s derivates are classified as investment derivatives.  A further 
discussion on VCERA’s valuation procedures are contained in Note 1 to the Basic Financial 
Statements.  The following types of derivatives are permitted: futures contracts, currency forward 
contracts, options, and swaps. 
 
FUTURES CONTRACTS. A futures contract represents an agreement to buy (long position) or sell 
(short position) an underlying asset at a specified future date for a specified price.  Payment for 
the transactions is delayed until a future date, which is referred to as the settlement or expiration 
date.  Futures contracts are standardized contracts traded on organized exchanges. 
 
FORWARD CONTRACTS. A forward contract represents an agreement to buy or sell an underlying 
asset at a specified future date for a specified price. Payment for the transactions is delayed until 
the settlement or expiration date.  A forward contract is a non-standardized contract that is 
tailored to each specific transaction.  Forward contracts are privately negotiated and are intended 
to be held until the settlement date.  Currency forward contracts are used to control currency 
exposure and facilitate the settlement of international security purchase and sale transactions. 
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OPTION CONTRACTS.  An option is a type of derivative security in which a buyer (purchaser) has 
the right, not the obligation, to buy or sell a specified amount of an underlying security at a fixed 
price by exercising the option before its expiration date.  The seller (writer) has an obligation to 
buy or sell the underlying security if the buyer decides to exercise the option. 
 
SWAP AGREEMENTS.  A swap is an agreement between two or more parties to exchange a 
sequence of cash flows over a period of time in the future. No principal is exchanged at the 
beginning of the swap.  The cash flows the counterparties exchange are tied to a “notional” or 
contract amount.  A swap agreement specifies the time period over which the periodic payments 
will be exchanged. The Fair Value represents the gains or losses as of the prior marking-to-
market, which are functions of general interest rate fluctuations. 

 
The Investment Derivatives schedule listed below reports the related net appreciation 
(depreciation), the fair value amounts and notional amounts for derivatives outstanding as of and 
for the years ended June 30, 2013 and 2012, classified by type. 
 

 
NOTIONAL 
AMOUNT FAIR VALUE FAIR VALUE CHANGE IN FAIR 

VALUE** 
TYPE JUNE 30, 2013 JUNE 30, 2013 JUNE 30, 2012 JUNE 30, 2012 

FUTURES CONTRACTS    $  330,376,350   $                          - $                          - $     31,094,974       
FORWARD CONTRACTS 89,881,245  485,082  34,880 (4,238,035) 
OPTIONS CONTRACTS 12,889,149   (91,857)  (14,865) 38,934 
CREDIT DEFAULT SWAPS 2,918,075                   (34,276)              (769,062) 743,149 
INTEREST RATE SWAPS 6,577,028 (158,811) - (301,915) 

TOTAL INVESTMENT 
DERIVATIVES $  442,641,847    $            200,138          $        (749,047)                 $    27,337,107            

** CHANGE IN FAIR VALUE INCLUDES REALIZED/UNREALIZED GAINS AND LOSSES INCLUDING THOSE THAT WERE OPENED AND CLOSED 
DURING THE YEAR. 
 
All investment derivative positions are included as part of investments at fair value on the 
Statement of Fiduciary Net Position.  All changes in fair value are reported as part of Net 
Appreciation/(Depreciation) in fair value of investments in the Statement of Changes in Fiduciary 
Net Position. 
 
Investment information was provided from VCERA’s investment custodian.  
 
CUSTODIAL CREDIT RISK.  VCERA’s investments include collateral associated with derivatives 
activity.  As of June 30, 2013, collateral for derivatives were $9.4 million.  The collateral margins 
are maintained in margin accounts at financial services firms that provide brokerage services. 
Each account is uninsured and is subject to custodial credit risk. 
 
CREDIT RISK. VCERA is exposed to credit risk on investment derivatives that are traded over the 
counter and are reported in asset positions.  Derivatives exposed to credit risk include currency 
forward contracts and swap agreements.  As of June, 30, 2013, the fair value of derivative 
investments subject to credit risk was $485,082, and at June 30, 2012 was $34,880.  VCERA 
would be exposed to the loss of the fair value of derivatives that are in asset positions and any 
collateral provided to the counterparty, net of the effect of applicable netting arrangements. 
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VCERA requires investment managers to have Master Agreements in place to minimize credit 
risk.  Netting arrangements legally provide VCERA with a right of setoff in the event of bankruptcy 
or default by the counterparty.  VCERA would be exposed to loss of collateral provided to the 
counterparty.  Collateral provided by the counterparty reduces VCERA’s credit risk exposure.  
 
The following Credit Risk Derivatives schedule discloses the counterparty credit ratings of 
VCERA’s investment derivatives in asset positions by type as of June 30, 2013.  These amounts 
represent the maximum loss that would be recognized if all counterparties fail to perform as 
contracted, without respect to collateral or other security, or netting arrangement.  The schedule 
displays the fair value of investments by credit rating in increasing magnitude to risk investments, 
classified by Standard & Poor’s rating system.  As of June 30, 2013, VCERA has a maximum 
amount of exposure to credit risk due to default of all counterparties of $1,488,999. 

 
 FAIR VALUE ADJUSTED RATING 
TYPE JUNE 30, 2013  AA A 

FORWARD CONTRACTS  $        485,082                 
 $     145,525 $      339,557    

TOTAL  $        485,082             $     145,525 $     339,557    
 
 
INTEREST RATE RISK.  Interest Rate Risk is the risk that changes in interest rates will adversely 
affect the fair value of an investment. Interest Rate Swaps is an example of an investment that is 
highly sensitive to interest rate changes. LIBOR refers to the London Interbank Offering Rate.  
TIIE refers to the Equilibrium Interbank Interest Rate calculated by Banco de Mexico.  BRCDI 
refers to the NSA Money Market Rate or CDI (% Per Month) calculated by Banco Central de 
Brasil.  CDOR is an index that represents banker’s acceptance with a term-to-maturity of 1 year 
of less.  EURIB refers to the Euro Interbank Offered Rate.  The following tables illustrate the 
investment maturity period and sensitivity to interest rate changes of these investments as of 
June 30, 2013. 
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FOREIGN CURRENCY RISK.  At June 30, 2013, VCERA is exposed to foreign currency risk on 
investments in futures, swaps and forward currency contracts denominated in foreign currencies 
that may be adversely affected by changes in the currency exchange rates. The following table 
lists the derivative investments held in foreign currencies as of June 30, 2013.  
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4. ACTUARIAL VALUATION  
 
Actuarial valuations to determine VCERA’s funding status and future contribution rates are 
performed annually. Actuarial assumptions and methods used by the actuary meet the guidelines 
set forth by Governmental Accounting Board Statement No. 25. The schedule of funding progress 
immediately following the notes to the financial statements presents multi-year trend information 
about whether the actuarial value of plan assets is increasing or decreasing relative to the 
actuarial liability of benefits over time.  The information included within this report is based upon 
the valuation performed as of June 30, 2013.  
 
SCHEDULE OF FUNDING PROGRESS 
($ IN THOUSANDS) 
 

ACTUARIAL 
VALUATION 

DATE  

ACTUARIAL 
VALUE OF  
ASSETS 

(a) 

ACTUARIAL ACCRUED 
LIABILITY (AAL) 

ENTRY AGE 
(b) 

UNFUNDED 
(OVERFUNDED) 

AAL 
(UAAL) 

(b-a) 

FUNDED 
RATIO 
(a/b) 

COVERED 
PAYROLL 

(c) 

UAAL AS AN 
UNFUNDED 

(OVERFUNDED) 
PERCENTAGE OF 

COVERED PAYROLL 
{(b-a)/c} 

06/30/13  $3,621,709 $4,575,063 $953,354 79.16% $638,763 149.25% 
 
SCHEDULE OF EMPLOYER CONTRIBUTIONS 
($ IN THOUSANDS) 
 

YEAR 
ENDED 
JUNE 30  

ANNUAL 
REQUIRED  

CONTRIBUTION  
PERCENTAGE 
CONTRIBUTED 

2013  $ 142,370  100% 
 
 
LATEST ACTUARIAL VALUATION 
METHODS AND ASSUMPTIONS 
 
Valuation Date: June 30, 2013 
 
Actuarial Cost Method: Entry Age Actuarial Cost Method 
 
Amortization Method: Level Percentage of Payroll 
 (Assuming a 4.00% payroll increase) 
 
Remaining Amortization Period: 15 years for Unfunded Actuarial Accrued Liability (UAAL) 

as of June 30, 2004. Any changes in UAAL after June 
30, 2004 will be separately amortized over a fixed 15-
year period effective with that valuation.  Effective June 
30, 2012, any changes in UAAL due to actuarial gains or 
losses or due to plan amendments (with the exception of 
a change due to retirement incentives) will be amortized 
over a 15-year closed period effective with that valuation 
(up to a 5-year closed period for retirement incentives).  
Any change in UAAL due to changes in actuarial 
assumptions or methods will be amortized over a 20-
year closed period effective with that valuation. 
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Asset Valuation Method: Market value of assets less unrecognized returns in 

each of the last ten semi-annual accounting periods. 
Unrecognized returns are equal to the difference 
between the actual market return and the expected 
return on market value and are recognized over a 5-year 
period. The Actuarial Value of Assets is reduced by the 
value of the supplemental medical benefit reserve and 
statutory contingency reserve.  Deferred gains and 
losses as of June 30, 2011 have been combined and will 
be recognized in equal amounts over a period of four 
and a half years from that date. 

Actuarial Assumptions: 
Investment Return: 7.75% 
 
Projected Salary Increases:  4.50% - 12.50% varying by service.  Includes inflation at 

3.25%, “across the board” increases of 0.75%, plus merit 
and longevity increases. 

 
Post Retirement Benefit Increases:  Contingent upon Consumer Price Index (CPI) increases, 

3% maximum for Tier I and Safety members.  For 
General Tier 2, Service Employees International Union 
members receive a fixed 2% not subject to CPI increase 
that applies to future service after March 2003. 

 
5. CONTRIBUTIONS 
 
Employer and employee contribution rates are established and amended by VCERA’s Board of 
Retirement.  Contribution rates are actuarially determined using the “entry age normal cost” 
method. According to this method, the “normal cost” is the level amount that would fund the 
projected benefit if it were paid annually from date of employment until retirement. 
 
The “Entry Age Actuarial Cost Method” is modified so that the employer’s total normal cost is 
expressed as a level percentage of payroll.  The level percentage of payroll method is also used 
to amortize the unfunded actuarial liability.  For the June 30, 2013 valuation, the period for 
amortizing the unfunded liability is fixed at 15 years in accordance with the Board of Retirement’s 
policy adopted May 21, 2012, and to amortize future actuarial gains and losses over its own 
declining 15-year period. 
 
VCERA's employers were required to contribute $142.4 million and $132.4 million in actuarially 
determined contributions for the fiscal years ending June 30, 2013 and 2012, respectively. 
 
Member contributions range from 5.89% to 13.40% depending upon member tier and plan status. 
 
OTHER EMPLOYER CONTRIBUTIONS  

In addition to the actuarially determined contributions, VCERA’s employers contribute, pursuant 
to Government Code Section 31581.1, a portion of the contributions normally required of general 
Tier 1 and safety members. These employer paid member contributions do not become part of 
the accumulated contributions of the member, but vest in the employer advance reserves.  The 
value of the “Other Employer Contributions” is shown separately from Actuarially Determined 
Employer Contributions within the Additions Section of the Statement of Changes Fiduciary Net 
Position on page 16. 
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6. RESERVES 
 
VCERA’s reserves are composed of member contributions, employer contributions, and 
accumulated investment income. The reserves do not represent the present value of assets 
needed to satisfy retirements and other benefits as they come due. VCERA’s major reserves are 
as follows: 
 
MEMBER RESERVES.  Represent member’s accumulated contributions.  Additions include member 
contributions and interest credited; deductions include transfers to Retired Member Reserves and 
refunds. 
 
EMPLOYER ADVANCE RESERVES.  Represent the total employer contributions made on behalf of 
current active members for future retirement benefits.  Additions include employer contributions 
and interest credited; deductions include transfers to Retired Member Reserves and death 
benefits. 
 
RETIRED MEMBER RESERVES.  Represent total accumulated transfers from Member Reserves and 
Employer Advanced Reserves and interest credited, less benefit payments made to retirees. 
 
VESTED FIXED SUPPLEMENTAL RESERVE.  Represents the funding set aside to pay the vested 
supplemental retirement benefit of $108.44 monthly to all eligible retirees.  Additions include 
investment income designated by the Board of Retirement and interest credited, less benefit 
payments made to eligible retirees. 
 
NON-VESTED SUPPLEMENTAL RESERVE.  Represents the funding set aside to pay the non-vested 
supplemental retirement benefit of $27.50 monthly to all eligible retirees.  Additions include 
investment income designated by the Board of Retirement less benefit payments made to eligible 
retirees. 
 
RESERVE FOR DEATH BENEFITS.  Represents funds designated to pay death benefits pursuant to 
Government Code Section 31789.5.  Additions include funding from investment income and 
interest credited; deductions include benefits paid. 
 
MARKET STABILIZATION RESERVE.  Represents the difference between the current market value of 
assets and the actuarial value of assets used to establish the above reserves. 
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Reserve balances as of June 30, 2013 and 2012 are as follows: 
 
  2013 2012 
MEMBER $         584,474,198 $         569,892,474 
EMPLOYER ADVANCE 840,615,717 766,997,924 
RETIRED MEMBER 2,051,529,206 1,919,116,136 
VESTED FIXED SUPPLEMENTAL 131,680,894 128,571,067 
NON-VESTED SUPPLEMENTAL 11,916,998 13,789,250 
DEATH BENEFITS  13,408,520 12,782,317 
MARKET STABILIZATION (6,120,066) (201,531,962) 
TOTAL RESERVES  $     3,627,505,467 $     3,209,617,206 

 
 
 
7. ADMINISTRATIVE EXPENSES  
 
As permitted by Section 31580.2 of the Government Code, the Board of Retirement adopts an 
annual budget, financed from investment income, covering the entire expenses of Plan 
administration. The Code provides that administrative expenses incurred in any year were not to 
exceed the greater of 21/100 of one percent of the accrued actuarial liability for VCERA or two 
million dollars ($2,000,000), as adjusted annually by the amount of the annual cost-of-living 
adjustment.  Government Code Section 31580.2(b) provides that expenditures for software, 
hardware and computer technology are not considered a cost of administration.  Administrative 
expenses incurred in fiscal year 2013 and 2012 were within the limits established by the Code. 
 
 
  2013 2012 
ACCRUED ACTUARIAL LIABILITY                                                     $3,995,352,000  $3,877,443,000 
MAXIMUM ALLOWED FOR ADMINISTRATIVE EXPENSE 
($3,955,352,000* 0.21% & $3,877,443,000* 0.21%) 8,390,239 8,142,630 

ACTUAL ADMINISTRATIVE EXPENSES 3,943,727 3,535,807 
EXCESS OF ALLOWED OVER ACTUAL EXPENSES $        4,446,512 $        4,606,823 
ACTUAL ADMINISTRATIVE EXPENSES AS A PERCENTAGE OF 
TOTAL ACCRUED ACTUARIAL LIABILITY 0.10% 0.09% 

 
 
 
 
 
 
 
 
 
 
 
 
 

Master Page No. 535



FINANCIAL STATEMENTS 

Page 36 2013 Comprehensive Annual Financial Report 

Notes to the Financial Statements 
For the Years Ended June 30, 2013 and 2012 (continued) 
 
 
8. LEASE AGREEMENT 
 
Effective April 1, 2011, VCERA entered into a seven-year extension of a commercial lease for 
office space with the option to renew for two additional five-year periods.  Payments over the 
remaining lease term total $853,017.  Annual amounts due under the agreement are as follows: 
 

FISCAL YEAR ENDING  AMOUNT 

2014  $ 177,646 

2015  180,099 

2016  180,099 

2017  180,099 

2018  135,074 
 
 
9. COMMITMENTS TO FUND INVESTMENTS 
 
At June 30, 2013, VCERA committed to fund an investment within the alternative allocation by 
approving an investment with Bridgewater & Associates, LP with a commitment of $250 million.  
 

10. SUBSEQUENT EVENTS 
 
In order to accommodate new pension administration system programming and testing activities, 
commencing December 1, 2013, VCERA terminated an existing three-year commercial lease, 
and entered into a new four-year and four-month commercial lease for additional office space 
with an option to renew for two additional five year periods. Payments over the lease term total 
$73,063. 
 
Management has evaluated subsequent events through January 29, 2014, which is the date the 
financial statements were issued. 
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Required Supplementary Information 
 
SCHEDULE OF FUNDING PROGRESS 
($ IN THOUSANDS) 
 

ACTUARIAL 
VALUATION 

DATE  

ACTUARIAL 
VALUE OF  
ASSETS 

(a) 

ACTUARIAL ACCRUED 
LIABILITY (AAL) 

ENTRY AGE 
(b) 

UNFUNDED 
(OVERFUNDED) 

AAL 
(UAAL) 

(b-a) 

FUNDED 
RATIO 
(a/b) 

COVERED 
PAYROLL 

(c) 

UAAL AS AN 
UNFUNDED 

(OVERFUNDED) 
PERCENTAGE OF 

COVERED PAYROLL 
{(b-a)/c} 

06/30/13   $3,621,709 $4,575,063 $953,354 79.16% $638,763 149.25% 

06/30/12   3,397,360 4,373,227 975,867 77.69 633,848 153.96% 

06/30/11   3,220,388 3,995,352 774,964 80.60 637,037 121.65 

06/30/10  3,115,984 3,877,443 761,459 80.36 654,828 116.28 

06/30/09  3,090,148 3,663,701 573,553 84.34 634,777 90.36 

06/30/08  3,055,756 3,345,804 290,048 91.33 599,173 48.41 

 
 
 
SCHEDULE OF EMPLOYER CONTRIBUTIONS 
JUNE 30, 2013 
($ IN THOUSANDS) 
 
 

YEAR 
ENDED 
JUNE 30  

ANNUAL 
REQUIRED  

CONTRIBUTION  
PERCENTAGE 
CONTRIBUTED 

2013  $ 142,370     100 
2012     132,386     100 
2011     111,585    100 
2010      97,234  100 
2009    105,278  100 
2008    104,429  100 
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DESCRIPTION 
 
The historical trend information about VCERA is presented as required supplementary 
information. The information is intended to help users assess the funding status of the plan on a 
going-concern basis and to assess progress in accumulating assets for paying benefits when 
due. 
 
ACTUARIAL INFORMATION 
 
The information presented in the required supplementary schedules was determined as part of 
the actuarial valuation as of the date indicated. Additional information as of the latest actuarial 
valuation is as follows: 
 
Valuation Date:    June 30, 2013 
 
Actuarial Cost Method:   Entry Age Actuarial Cost Method 
 
Amortization Method:   Level Percentage of Payroll 

(Assuming a 4.00% payroll increase) 
 
Remaining Amortization Period: 15 years for Unfunded Actuarial Accrued Liability 

(UAAL) as of June 30, 2004.  Any new UAAL after 
June 30, 2004 will be separately amortized over a 
fixed 15-year period effective with that valuation.  
Effective June 30, 2012, any changes in UAAL due 
to actuarial gains or losses or due to plan 
amendments (with the exception of a change due to 
retirement incentives) will be amortized over a 15-
year closed period effective with that valuation (up to 
a 5-year closed period for retirement incentives).  
Any change in UAAL due to changes in actuarial 
assumptions or methods will be amortized over a 20-
year closed period effective with that valuation. 

 
Asset Valuation Method: Market value of assets less unrecognized returns in 

each of the last ten semi-annual accounting periods. 
Unrecognized returns are equal to the difference 
between the actual market return and the expected 
return on market value and are recognized over a 5-
year period. The Actuarial Value of Assets is 
reduced by the value of the supplemental medical 
benefit reserve and statutory contingency reserve.  
Deferred gains and losses as of June 30, 2011 have 
been combined and will be recognized in equal 
amounts over a period of four and a half years from 
that date. 
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Notes to Required Supplementary Information (continued) 
 
Actuarial Assumptions: 

Investment Return:   7.75% 
 

Projected Salary Increases:  4.50% - 12.50% varying by service.  Includes 
inflation at 3.25%, “across the board” increases of 
0.75%, plus merit and longevity increases. 

 
Post Retirement Benefit Increases:  Contingent upon Consumer Price Index (CPI) 

increases, 3% maximum for Tier I and Safety 
members.  For General Tier 2, Service Employees 
International Union members receive a fixed 2% not 
subject to CPI increase that applies to future service 
after March 2003. 
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Supplemental Schedules 
 
SCHEDULE OF ADMINISTRATIVE EXPENSES 
FOR THE YEARS ENDED JUNE 30, 2013 AND 2012 
 

  2013 2012 
PERSONNEL SERVICES:   

SALARIES $   1,305,478 $   1,099,892 
EMPLOYEE BENEFITS 653,647 569,784 

        TOTAL PERSONNEL SERVICES 1,959,125 1,669,676 

PROFESSIONAL SERVICES:   
ACTUARIAL FEES 190,672 116,961 
COMPUTER SOFTWARE AND    
     SYSTEM SUPPORT(NET OF CAPITALIZED COSTS) 418,446 302,720 
LEGAL SERVICES  371,368 354,517 
PENSION PAYROLL FEES 154 147 
OTHER PROFESSIONAL SERVICES 464,108 377,331 

    TOTAL PROFESSIONAL SERVICES 1,444,748 1,151,676 
    
COMMUNICATION:   
POSTAGE  50,563 54,902 
TELECOMMUNICATION 41,891 36,277 

    TOTAL COMMUNICATION 92,454 91,179 

MISCELLANEOUS:   
OFFICE LEASE  177,128 158,074 
EDUCATIONAL  59,514 54,755 
EQUIPMENT  13,320 879 
COUNTY DEPARTMENT CHARGES (18,672) 34,007 
INSURANCE  8,029 8,692 
JUDGEMENT AND DAMAGES - 30,855 
OTHER MISCELLANEOUS 208,081 336,014 

    TOTAL MISCELLANEOUS 447,400 623,276 

  TOTAL ADMINISTRATIVE EXPENSES $   3,943,727 $  3,535,807 
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SCHEDULE OF INVESTMENT EXPENSES 
FOR THE YEARS ENDED JUNE 30, 2013 AND 2012 
 
        2013     2012 

INVESTMENT ACTIVITY      

INVESTMENT MANAGEMENT FEES      

     STOCK MANAGERS      

              DOMESTIC   $     463,184  $     417,314 

              INTERNATIONAL/GLOBAL   3,158,476  2,924,002 

              PRIVATE EQUITY   1,042,050  993,750 

     BOND MANAGERS   1,935,428  1,651,286 

     REAL ESTATE   2,754,246  2,593,727 

     ALTERNATIVES   134,055  114,990 

TOTAL INVESTMENT MANAGEMENT FEES  9,487,439  8,695,069 

OTHER INVESTMENT EXPENSES      

CASH OVERLAY   74,130  71,515 

INVESTMENT CONSULTANT   241,600  239,000 

CUSTODIAN    98,066  97,289 

TOTAL OTHER INVESTMENT EXPENSES  413,796  407,804 

TOTAL INVESTMENT EXPENSES   $  9,901,235  $  9,102,873 
 
 
 
SCHEDULE OF PAYMENTS TO CONSULTANTS 
 FOR THE YEARS ENDED JUNE 30, 2013 AND 2012 
 
     2013      2012 
    
LEGAL SERVICES $    371,368  $    354,517 
ACTUARIAL CONSULTING FEES 190,672  116,961 
INVESTMENT MANAGEMENT    
      CONSULTING FEES 241,600  239,000 
NETWORK AND OTHER INFORMATION    
     TECHNOLOGY SERVICES (includes capitalized costs) 2,978,617  920,281 
TOTAL PAYMENTS TO CONSULTANTS $  3,782,257  $  1,630,759 
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H ewitt ennisknupp 
An Aon Company 

October 10, 2013 

Mr. Donald Kendig 

Retirement Administrator 

Ventura County Employees' Retirement Association 

1190 South Victoria Avenue, Suite 200 

Ventura, CA 93003 

Dear Mr. Kendig , 

Ventura County Employees' Retirement Association's (VCERA) overall objective is to provi de 

Association participants with retirement, disability, death, and survivor benefits delineated in the 

County Employees' Retirement Law of 1937, as well as other Federal and State laws relating to the 

public employees' retirement systems in the State of California. 

To fulfill this primary objective, VCERA utilizes a carefully planned and executed investment program 

designed to produce a sufficient total portfolio, long-term real return . The investment activities of 

VCERA are designed and executed in a manner solely in the interest of, and for the exclusive 

purpose of, providing benefits to participants and the beneficiaries, minimizing contributions thereto, 

and defraying reasonable administrative expenses ofVCERA. VCERA presents its returns using a 

time-weighted rate of return methodology based upon market values. 

VCERA's Retirement Fund (Fund) is managed in accordance with a written Investment Policy. This 

Policy is periodically reviewed and revised by the Retirement Board depending on actuarial 

assumptions, accrued liabilities, and information provided through Asset and Liability Studies. 

Market Environment Update 

In the fiscal year ending June 30 2013, the major global capital markets posted mixed results. On 

the bright side, the stock and real estate markets posted impressive returns. In contrast, the fixed 

income markets generally declined. 

• The U.S. stock market (as measured by the Russell3000 Index) returned 21.5% during the 

fiscal year. Within the U.S. market , value stocks outperformed growth-oriented stocks, while 

small- and mid-capitalization stocks generally outperformed larger-capitalization names. 

From the industry/sector perspective , all major categories enjoyed positive returns with the 

consumer discretionary and financial sectors leading the way with returns in excess of 30%. 
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• The non-U.S. stock market (as measured by the MSCI All Country World ex-U.S. Index) 

returned 13.6% during the fiscal year. Between the underlying country market categories, the 

developed market delivered far stronger returns than the emerging market 

• The fixed income market (as measured by the Barclays Capital Aggregate Bond Index) 

returned -0.7% during the fiscal year. As interest rates roses, investment-grade bonds 

decreased in value. However, high-yield bonds overcame the rising-rate environment and 

increased in value. 

• The private real estate market returned 10.7% (as measured by the NCREIF NPI Index) 

during the fiscal year. Although all property types generated healthy gains, the retail and 

industrial segments posted the best results. Regionally, the southwest market experienced 

the best ga1ns. 

Fiscal-Year Performance 
VCERA's Fund returned 13.2% during the fiscal year ending June 30 2013, which exceeded the 

return of the Policy Portfolio by 80 basis points, as well as exceeding the Assumed Rate of Return of 

7.75%. The favorable result was largely attributable to strong relative returns from the non-U.S. equity 

and fixed income investments. 

• The Fund's U.S. Equity component advanced 21.5%. By design, this asset class is primarily 

managed with index funds, and as expected, the return closely tracked the U S stock market 

performance The application of passive management strategies serves to contatn costs and 

control risks relative to benchmarks 

• The return of the Non-U.S. Equity component gained 14.1 %, outperforming the non-U.S. stock 

market benchmark by 50 basis points. Hexavest was helpful to asset-class performance with a 

14.7% return. 

• The Fund's Global Equity component returned 15.8%. lagging the return of the MSCI ACWI by 80 

basis points. Despite strong long-term performance, GMO returned 14.9% trailing the benchmark 

return dunng the year. Positive tracking error by the component's index fund manager, 

BlackRock Global Equity, augmented performance. 

• Amid a negative returning environment for bonds during the fiscal year, the Fixed I nco me 

component still posted a positive return of 2 3%, outperforming the return of the Barclays Capital 

Aggregate Bond Index by 300 basis points Each of the component's bond managers performed 

very well. In particular, Loomis Sayles returned 7.5% due largely to favorable exposure to the 

strong-returning high yield sector. 
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• The Real Estate asset class returned 8. 7%, which trailed its benchmark by 200 basis p::>ints. Most 

of the managers were behind their respective benchmarks. The small investment in RREEF, 

which is 1n redemption process, helped performance with an 18.0% return. 

Enhancements to the Investment Program 

The VCERA board continued its considerable ongoing efforts in the oversight and management of the 

Funds Investment program. The board made several enhancements during the recent fiscal year in 

order to improve return, diversify overall risk, and provide better down-side protection: 

• Added a global stock strategy managed by BlackRock and a global f1xed income strategy 

managed by PIMCO, 

• Funded new investments with Tortoise in an MLP strategy, Bridgewater in a Risk Parity strategy, 

and Harbourvest in a private equity secondanes fund, 

• Increased the private equ1ty commitment w1th Adam Street, 

• Modified the fixed income Investment guidelines with Reams and Loomis Sayles to an 

unconstrained bond management strategy, and 

• Redeemed the real estate investment with Guggenheim. 

Throughout the fiscal year Hewitt EnnisKnupp provided VCERA w1th monthly performance reports, 

investment manager monitoring, and related Investment advice In preparing our performance reports 

for VCERA, we rely on the accuracy of the financial data provided to us by the fund's custodian, State 

Street. 

Sincerely, 

John J. Lee 

Partner 
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Outline of Investment Policies 
 
GENERAL. The Board of Retirement (Board) establishes this investment policy in accordance with 
the provisions of the County Employees’ Retirement Law of 1937 (Government code Sections 
31450 et. seq.). VCERA is considered a separate entity and is administered by a Board 
consisting of nine members, plus two alternates. VCERA’s Board and its officers and employees 
shall discharge their duties as provided for in Government Code Section 31595:  
 

 Solely in the interest of, and for the exclusive purpose of, providing benefits to participants 
and their beneficiaries, minimizing employer contributions thereto, and defraying 
reasonable expenses of administering the system. 
 

 With the care, skill, prudence, and diligence under the circumstances then prevailing that 
a prudent person acting in a like capacity and familiar with these matters would use in the 
conduct of an enterprise of a like character with like aims. 
 

 Shall diversify the investments of the system so as to minimize the risk of loss and to 
maximize the rate of return, unless under the circumstances it is clearly not prudent to do 
so. 

 
VCERA’s assets are managed on a total return basis.  While VCERA recognizes the importance 
of the preservation of capital, it also adheres to the principle that varying degrees of investment 
risk are generally rewarded with compensating returns. 
 
External professional investment firms manage VCERA’s assets. VCERA’s staff, along with the 
investment consultants, monitors manager’s activity and assists the Board with the 
implementation of investment policies and strategies. 
 
ASSET ALLOCATION POLICY.  VCERA has a long-term investment horizon, and utilizes an asset 
allocation, which encompasses a strategic long-term perspective of capital markets. It is 
recognized that a strategic long-run asset allocation plan implemented in a consistent and 
disciplined manner will be the major determinant of VCERA’s investment performance. 
 
Effective January 2009, the Board adopted a new asset allocation plan that was predicated on a 
number of factors including: 

a. The actuarially projected liabilities and benefit payments and the cost to both covered 
employees and employers. 

b. Historical and long-term capital market risk and return behavior. 
c. The perception of future economic conditions, including inflation and interest rate levels. 
d. The relationship between current and projected assets of the Plan and its actuarial 

requirements. 
 
A systematic rebalancing procedure, implemented monthly, or when significant cash flow occurs, 
is used to maintain asset allocations within their appropriate ranges. 
 
PROXIES. Voting of proxies held by VCERA shall be done in a manner that is in the best financial 
and economic interests of VCERA, and its beneficiaries. 
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Target Versus Actual Asset Allocation 

 
ASSET ALLOCATION 
 

 
The 2013 Actual Asset Allocation is based upon the Investment Summary on pages 46 and 47. 

 
LIST OF INVESTMENT PROFESSIONALS 
INVESTMENT MANAGERS 
 

Domestic Equity  International Equity 
 
BlackRock Global Investors 
Western Asset US Index Plus 
 

  
Sprucegrove Investment Management 
BlackRock Global Investors 
Hexavest, Inc. 
Walter Scott 
 

Global Equity  Private Equity 
 
Grantham, Mayo, Van Otterloo & Co. 
BlackRock Global Investors 
 

  
Adams Street Partnership 
Harbourvest 
Pantheon 
 

Fixed Income  Real Estate 
 
BlackRock Global Investors 
Loomis Sayles & Company 
Reams Asset Management 
Western Asset Management 
 

  
Prudential Real Estate Investors 
UBS Realty Investors 
RREEF America III 
 

Global Fixed Income  Alternatives 
 
Loomis Sayles & Company 
PIMCO 
 

  
Tortoise Capital Investors 
 

Investment Consultant  Cash Overlay 
 
Hewitt Ennisknupp  
 

  
The Clifton Group 
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Investment Summary 

EQUITY: 
DOMESTIC 

FAIR VALUE OF EQUITY AS 
OF 

JUNE 30, 2013 
CASH AS OF 

JUNE 30, 2013 
TOTAL FUND VALUE AS 

OF JUNE 30, 2013 

PERCENTAGE OF 
TOTAL MARKET 

VALUE 

BlackRock U.S. Equity Market $1,151,309,319  $                          - $1,151,309,319 31.9% 
Western Asset Management Index Plus 90,236,736 14,983,219 105,219,955 2.9% 
BlackRock Extended Equity Index 36,220,143 1 36,220,144 1.0% 

TOTAL DOMESTIC EQUITY 1,277,766,198 14,983,220 1,292,749,418 35.8% 
     
INTERNATIONAL     

Sprucegrove Investment Management 160,785,154 - 160,785,154 4.5% 
BlackRock ACWI EX US IMI 341,408,722 - 341,408,722 9.5% 
Hexavest 69,936,939 - 69,936,939 1.9% 
Walter Scott 84,392,003 - 84,392,003 2.3% 

TOTAL INTERNATIONAL EQUITY 656,522,818 - 656,522,818 18.2% 

     
GLOBAL     

Grantham, Mayo, Van Otterloo & Company 183,002,647 - 183,002,647 5.1% 
BlackRock Global Index 137,554,017 - 137,554,017 3.8% 

TOTAL GLOBAL EQUITY 320,556,664  - 320,556,664 8.9% 

     
PRIVATE EQUITY     

Adams Street Partners 31,680,233  - 31,680,233 0.9% 
Pantheon 8,485,929 - 8,485,929 0.2% 
Harbourvest 4,243,710 - 4,243,710 0.1% 

TOTAL PRIVATE EQUITY 44,409,872  - 44,409,872 1.2% 

TOTAL EQUITY 2,299,255,552 14,983,220 2,314,238,772 64.1% 

     
DOMESTIC FIXED INCOME      

BlackRock Debt Index 130,569,854  - 130,569,854 3.6% 
Loomis Sayles & Company 101,361,645 2,181,896 103,543,541 2.9% 
Reams Asset Management 245,545,282 1,768 245,547,050 6.8% 
Western Asset Management 238,662,931 14,445,562 253,108,493 7.0% 

        TOTAL DOMESTIC FIXED INCOME 716,139,712 16,629,226 732,768,938 20.3% 

     
GLOBAL FIXED INCOME      

Loomis Sayles & Company 65,035,049 - 65,035,049 1.8% 
PIMCO 102,935,052 2,270,789 105,205,841 2.9% 

        TOTAL GLOBAL FIXED INCOME 167,970,101 2,270,789 170,240,890 4.7% 

        TOTAL FIXED INCOME 884,109,813 18,900,015 903,009,828 25.0% 

     
REAL ESTATE      

Prudential Real Estate Investors 88,599,277  - 88,599,277 2.5% 
UBS Realty Investors 184,046,582 - 184,046,582 5.1% 
RREEF America III 10,733,836 - 10,733,836 0.3% 
TOTAL REAL ESTATE 283,379,695   283,379,695 7.8% 
ALTERNATIVE INVESTMENTS      

Tortoise 109,469,955 1,800,930 111,276,153 3.1% 

        TOTAL ALTERNATIVE INVESTMENTS 109,469,955 1,800,930 111,276,153 3.1% 

TOTAL INVESTMENTS AT FAIR VALUE 3,576,215,015 35,684,165 3,611,899,180 100.0% 

 
Investment summary continued on next page. 
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Investment Summary (continued) 
 

 

 

FAIR VALUE OF EQUITY AS 
OF 

JUNE 30, 2013 
CASH AS OF 

JUNE 30, 2013 
TOTAL FUND VALUE AS 

OF JUNE 30, 2013 

PERCENTAGE OF 
TOTAL MARKET 

VALUE 

     
OTHER     

County Treasury Investment Pool  - 8,557,816 8,557,816 0.0% 
Commercial Account and Petty Cash  - 147,236 147,236 0.0% 
Overly Strategy - 19,551,602 19,551,602 0.0% 

        TOTAL OTHER  - 28,256,654 28,256,654 0.0% 

TOTAL INVESTMENT, CASH AND OTHER $ 3,576,215,015 $ 63,940,819 $ 3,640,155,834 100.0% 

 
 

Schedule of Investment Results 
 
INVESTMENT RETURNS 

 ONE YEAR THREE YEARS FIVE YEARS 
Domestic Equity 21.5% 18.8% 7.4% 
Benchmark: Dow Jones US Total Stock Index 21.5% 18.7% 7.4% 
Domestic Fixed Income 2.3% 6.1% 7.9% 
Benchmark: Barclays Capital Aggregate Bond Index -0.7% 3.5% 5.2% 
International Equity 14.1% 8.9% 0.1% 
Benchmark: MSCI ACWXUS Index 13.6% 8.0%   -0.8% 
Global Equity 15.8% 13.0%     1.5% 
Benchmark: MSCI ACWI 16.6% 12.4%     2.3% 
Private Equity 8.4% - - 
Benchmark: Dow Jones Total Stock Index + 3% 25.0% - - 
Global Fixed Income -1.6% - - 
Benchmark: Barclays Capital Global Aggregate Bond 
Index -2.2% - - 

Real Estate 8.9% 12.7%        -2.6% 
Benchmark: NCREIF Open End Fund Index 10.7% 13.1% 2.8% 
Alternatives - - - 
Benchmark: Wells Fargo MLP Index - - - 
TOTAL FUND 13.2% 12.6% 5.3% 
VCERA Policy* 12.4% 11.7% 5.0% 

 
 
* 40% Dow Jones US Total Stock Index, 18% MSCI ACWEXUS Index, 7% MSCI All Country 
World Index, 27% Barclays Capital Aggregate Bond Index, 8% NCREIF Open End Fund Index 
 
 
The Annual Returns were prepared using time-weighted rate of return based on the market 
rate of return. 
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Largest Stock Holdings 

 
AS OF JUNE 30, 2013  
 
  UNITS FUND NAME FAIR VALUE 

1 10,794,069 BLACKROCK U.S. EQUITY MARKET FUND $   1,151,309,319 
2 33,115,622 BLACKROCK ACWI EXUS IMI INDEX FUND 341,408,722 
3 20,914,588 GRANTHAM MAYO VAN OTTERLOO (GMO) GROUP TRUST 183,002,647 

4 3,065,231 SPRUCEGROVE INVESTMENT MANAGEMENT GROUP 
TRUST 160,785,154 

5 11,038,498 BLACKROCK GLOBAL INDEX 137,554,016 
6 126,085,700 WESTERN ASSET MANAGEMENT INDEX PLUS 90,236,736 
7 3,611,703 WALTER SCOTT INTERNATIONAL 84,392,003 
8 59,585 HEXAVEST 69,936,939 
9 120,503 BLACKROCK EXTENDED EQUITY MARKET FUND 36,220,143 

10 -  ADAMS STREET 31,680,223 

TOTAL STOCK HOLDINGS $2,286,525,902 

 
All VCERA equity investments at June 30, 2013 were held in index funds and commingled 
investment vehicles. 
 
 
Largest Bond Holdings 
 
AS OF JUNE 30, 2013 
 
  PAR BONDS FAIR VALUE 

1 10,125,000 US Treasury Notes 0.625% Due 4/30/2013 Rating AA U $  10,465,909 
2 10,000,000 FNMA TBA 3.000% Due 12/01/2099 Rating AA 10,395,700 
3 10,180,000 US Treasury Notes 0.625% Due 7/30/2013 Rating AA  10,212,983 
4 9,070,000 US Treasury Notes 1.250% Due 4/30/2019 Rating AA  9,170,586 
5 8,390,000 US Treasury Notes 0.750% Due 3/31/2013 Rating AA 8,423,728 
6 8,800,000 Mexican Cetes TBills Due 11-14-13, Rating A1- 6,654,730 
7 5,100,000 FNMA TBA 3.000% Due 12/01/2099 Rating AA 5,177,316 
8 14,905,000 US Treasury Bonds 3.125% Due 2/15/2042 Rating AA 4,726,500 
9 13,680,000 FNMA POOL 0.709% Multifamily Due 11/01/2020 Rating AA 4,106,400 

10 10,310,000 US Treasury Bonds 3.125% Due 11/15/2041 Rating AA 3,405,589 
TOTAL LARGEST BOND HOLDINGS $ 72,739,441 

 
A complete list of portfolio holdings is available upon request. 
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Schedule of Investment Management Fees 

INVESTMENT ACTIVITY 2013 2012 

EQUITY MANAGERS   
DOMESTIC   
 BLACKROCK GLOBAL INVESTORS $    252,976 $    224,518 
 WESTERN ASSET INDEX PLUS 210,208 192,796 

TOTAL 463,184 417,314 
   
INTERNATIONAL/GLOBAL   
 ACADIAN ASSET MANAGEMENT             - 1,024,269 
        ARTIO GLOBAL INVESTORS                   - 272,681 
 BLACKROCK GLOBAL INVESTORS 383,725 300,360 
 GRANTHAM, MAYO, VAN OTTERLOO & CO 1,072,676 - 
 SPRUCEGROVE INVESTMENT MANAGEMENT 627,141 552,716 
        HEXAVEST 314,525 196,770 
        WALTER SCOTT 760,408 577,206 

TOTAL 3,158,475 2,924,002 
   
PRIVATE EQUITY   
 ADAMS STREET 843,750 843,750 

 PANTHEON 198,300 150,000 

TOTAL 1,042,050 993,750 
   
FIXED INCOME MANAGERS   
DOMESTIC   
 BLACKROCK GLOBAL INVESTORS 93,295 91,503 
 LOOMIS SAYLES & COMPANY 399,520 409,662 
 REAMS ASSET MANAGEMENT 476,782 560,448 
 WESTERN ASSET MANAGEMENT 514,898 589,673 

TOTAL 1,484,495 1,657,286 
INTERNATIONAL/GLOBAL   

  LOOMIS SAYLES & COMPANY 201,503 - 
  PIMCO 249,429 - 

TOTAL 450,932 - 
   
REAL ESTATE   
 GUGGENHEIM REAL ESTATE INVESTORS 202,540 242,530 
 PRUDENTIAL REAL ESTATE INVESTORS 709,855 681,122 
 RREEF AMERICA III 91,054 72,538 
 UBS REALTY INVESTORS 1,750,797 1,597,537 

TOTAL 2,754,246 2,593,727 
ALTERNATIVES   
 K2 - 114,990 
        TORTOISE 134.057 - 

TOTAL 134,057 114,990 
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Schedule of Investment Management Fees (continued) 
 
 
 
 
OTHER INVESTMENT EXPENSES 

2013 
 

2012 
 

        CASH OVERLAY 74,130 71,515 
 INVESTMENT CONSULTANT 241,600 239,000 
 CUSTODIAN 98,066 97,289 

TOTAL 413,796 407,804 

TOTAL INVESTMENT MANAGEMENT FEES $ 9,901,235 $ 9,102,873 
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Actuary’s Certification Letter 
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* Segal Con!?ulting 

100 Montgomery Street Suite 500 San Francisco, CA 941C4-4306 
T 4 15.263 8200 WVIW segalco.com 

VIAE-MAIL 

January 9, 2014 

Board of Retirement 
Ventura County Employees' Retirement Association 
1190 SouU1 Victoria Avenue 
Ventura, CA 93003 

Dear Members of the Board: 

Segal Consulting prepared the June 30, 2013 actuarial valuation of the Ventura County 
Employees' Retirement Association (VCERA). We certify that the Retirement Association 
valuation was performed in accordance "''ith generally accepted actuarial principles and 
practices. In particular, it is our understanding that the assumptions and methods used for 
funding purposes meet the parameters of the Governmental Accounting Standards Board 
Statement No. 25. 

As part of the .Tune 30, 2013 actuarial valuation, Segal received participant data from the 
Association's staff This infom1ation ha'S not been audited by us, but it has been reviewed and 
found to be reasonable, both internally and with prior year's information. We ditl not audit the 
Association's financial statements. For actuarial valuation purposes, Plan assets are valued at 
Actuarial Value. Under this method, the assets used to determine employer contribution rates 
take into account market value by recognizing the differences between the total return at market 
value and the expected investment return over ten semi-annual accounting periods. Deferred 
gains and losses as of June 30,2011 have been combined and will be recognized in equal semi
annual amounts over a period of four and a half years from that date. 

One of the general goals of an actuarial valuation is to establish contribution rates which fully 
fund the Association's liabilities and which, as a percentage of payroll, remain as level as 
possible for each generation of active members. Actuarial funding is based on the Entry Age 
Cost Method. Under this method, the employer contribution rate provides for current cost 
(normal cost) plus a level percentage of payroll to amortize any unfunded actuarial accrued 
liability (UAAL). 

Components of the UAAL through June 30,2013 are amortized as a level percentage of payroll 
over a 15-year period. Future components of the IJAAL will be amortized over separate 15-year 
periods. Effective with the June 30, 2012 valuation, any change in the UAAT. that arises due lo 
assumption changes is amortized over separate 20-year declining amortization periods. In 
addition, any change in the UAAL that arises due to retirement incentives is amortized over a 
separate declining period of up to 5 years. The progress being made towards meeting the funding 
objective through June 30, 2013 is illustrated in the Actuarial Solvency Test 

Benefits, Compen .. tion ond H~ Consulting. Member of The Segal Group. Offices throughout the United States and Canada 
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Actuary’s Certification Letter (continued) 
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Board of Retirement 
Ventura County Employees' Retirement Association 
January 9, 2014 
Page 2 

For the Financial Section of the Comprehensive Annual Financial Report (CAFR), Segal 
provided the trend data shov.n in the Required Supplementary [nformution. For the Actuarial 
Section of the CAFR, Segal's actuarial valuation reports were the source for most ofthc 
information found in the following schedules: 

I. Summary of Actuarial Assumptions and Methods as of June 30, 2013 

2. Active Member Valuation Data 

3. Schedule of Retirees and Beneficiaries Added to and Removed from the Rolls 

4. Actuarial Analysis of Financial Experience 

5. Actuary Solvency Test 

6. Probability of Occurrence 

The valuation assumptions included in the Actuarial Section were adopted by the Retirement 
I3oard based on our recommendations following the June 30, 2011 Experience Analysis. It is our 
opinion that the assumptions u~t:d in tht: Junt: 30, 2013 valuation produce re~;ult~ which, in the 
aggregate, anticipate the expected future experience of the Plan. Actuarial valuations are 
performed on an annual basis. An experience analysis is performed every three years. The 
June 30,2014 Experience Analysis is due to be performed during the first half of2015. 

The Board approved a three-year phase-in for the change in the employer contribution rate due to 
changes in the economic actuarial assumptions as of June 30, 2012 and the new individual Entry 
Age Actuarial Cost Method. This is the second year of the phase-in. 

For members with membership dates on or after January L, 2013, they have been enrolled and 
reported in the new PEPRA tiers under the California Public Employees' Pension Reform Act of 
2013 (CaiPEPRA). 

In the June 30, 2013 valuation, the ratio of the valuation value of assets to actuarial accrued 
liabilities increased from 77.7% to 79.2% and the aggregate employer contribution rate increased 
from 28.27% of payroll to 29.03% of payroll before reflecting the three-year phase-in. After 
reflecting the three-year phase-in, the aggregate employer contribution rate is 28.21% of payroll. 

Tht:: valuation value of assets included $6 million in deferred investment losses, which 
represented about 0.2% of the market value ofassets.Ifthese deferred investment losses were 
recognized immediately in the valuation value of assets, the funded percentage would have 
decreased from 79.2% to 79.0% and the aggregate employer contribution rate (before reflecting 
the phase-in), expressed as a percent of payroll, would have increased from 29.03% to about 
29.11%. 

S282752v 1105325 002 
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Board of Retirement 
Ventura County Employees' Retirement Association 
January 9, 2014 
Page 3 

We are members of the American Academy of Actuaries and we meet the Qualification 
Standards of the American Academy of Actuaries to render the actuarial opinion herein. 

Si~cerely, ~· 

~)/ ,_/ 'C___.A-
Pa Angelo, FSA, MMA, FCA, EA 
Senior Vice President and Actuary 

AW/hy 

5282752vl/05325.002 

Jlr€.:~A 
Vice President and Associate Actuary 
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Summary of Actuarial Assumptions and Methods 
As of June 30, 2013 
 
 
ACTUARIAL ASSUMPTIONS AND METHODS.  Recommended by the Actuary and adopted by the 
Board of Retirement. 
 
ACTUARIAL COST METHOD.  Entry age normal actuarial cost method 
 
ACTUARIAL ASSET VALUATION METHOD.  Five-year smoothing of fair value. 
 
AMORTIZATION OF GAINS AND LOSSES.  Experience gains and losses are amortized over 15 years.  
Effective June 30, 2012, any changes in Unfunded Actuarial Accrued Liability (UAAL) due to 
actuarial gains or losses or due to plan amendments (with the exception of a change due to 
retirement incentives) will be amortized over a 15-year closed period effective with that valuation 
(up to a 5-year closed period for retirement incentives).  Any change in UAAL due to changes in 
actuarial assumptions or methods will be amortized over a 20-year closed period effective with 
that valuation. 
 
INVESTMENT RATE OF RETURN.  7.75% per annum; 4.50% real rate of return and 3.25% inflation. 
 
PROJECTED SALARY INCREASES.  4.50% – 12.50% varying by service.  Includes inflation at 3.25%, 
“across the board” increases of .75% plus merit and longevity increases. 
 
TERMINATIONS OF EMPLOYMENT RATES.  0% to 16.0% 
 
COST-OF-LIVING ADJUSTMENTS.  0% to 3% for General Tier 1 and Safety members tied to the 
change in Consumer Price Index. 2% cost-of-living for eligible General Tier 2 members financed 
through employee contributions. 
 
EXPECTATION OF LIFE AFTER RETIREMENT.  RP-2000 Combined Healthy Mortality Table projected 
with scale AA to 2025 setback one year. 
 
EXPECTATION OF LIFE AFTER DISABILITY.  General Members: RP-2000 Combined Healthy 
Mortality Table projected with Scale AA 2025 set forward five years for males and seven years for 
females. Safety Members: RP-2000 Combined Healthy Mortality Table projected with Scale AA 
2025 setback one year. 
 
DATE OF ADOPTION.  May 21, 2012 
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Active Member Valuation Data  

2013 - 2008 

VALUATION DATE NUMBER ANNUAL SALARY 

AVERAGE 
ANNUAL 
SALARY 

% INCREASE/ 
(DECREASE) IN 

AVERAGE 
SALARY AGE SERVICE 

June 30, 2013       
       
 General 6,563 $476,507,030 $72,605        (0.21%) 46.4 10.6 
 Safety 1,505   162,256,156 107,811         1.16% 41.2 13.9 

Total 8,068 $638,763,186 $79,172        0.35% 45.4 11.2 
       
June 30, 2012       
       
 General 6,529 $475,042,839 $72,759        0.42% 46.4    10.5 
 Safety 1,490   158,804,521 106,580       (1.51%) 41.1    13.9 

Total 8,019 $633,847,360 $79,043       (0.24 %) 45.4    11.1 
       
June 30, 2011       
       
 General 6,516 $472,121,275 $72,456 (2.56%) 46.1 10.3 
 Safety 1,524 164,916,105 108,213 (5.26%) 40.7 13.6 

Total 8,040 $637,037,380 $79,234 (3.16 %) 45.1 10.9 
       
June 30, 2010       
       
 General 6,505 $483,722,608 $74,362 3.34% 46.0 9.9 
 Safety 1,498 171,105,613 114,223 7.00% 40.8 13.8 

Total 8,003 $654,828,221 $81,823 3.70% 45.0 10.6 
       
June 30, 2009       
       
 General 6,501 $469,960,577 $72,291 4.81% 45.7 9.6 
 Safety 1,544 164,817,315 106,747 3.90% 40.5 13.4 

Total 8,045 $634,777,892 $78,903 4.40% 44.7 10.3 
       
June 30, 2008       
       
 General 6,378 $439,929,857 $68,976 4.63% 45.4 9.4 
 Safety 1,550 159,243,261 102,738 5.83% 40.1 12.9 

Total 7,928 $599,173,118 $75,577 4.79% 44.4 10.1 
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Schedule of Retirees and Beneficiaries Added to and Removed from the Rolls 
2013 - 2008 
 
 

FISCAL 
YEAR 

ENDED 
JUNE 30 

BEG FY 
NUMBER 
ON THE 
ROLLS 

BEG FY 
AMOUNT OF 

ANNUAL 
ALLOWANCE 

NUMBER 
ADDED 
TO THE 
ROLLS 

AMOUNT OF 
ALLOWANCE 
ADDED TO 
THE ROLLS 

NUMBER 
REMOVED 
FROM THE 

ROLLS 

AMOUNT OF 
ALLOWANCE 
REMOVED 

FROM ROLLS 

NUMBER 
FISCAL 
YEAR 
END 

ANNUAL 
RETIREE 

PAYROLL FOR 
FISCAL YEAR 

PER CENT 
INCREASE 
RETIREE 
PAYROLL 

AMOUNT OF 
AVERAGE 
ANNUAL 

ALLOWANCE 

2013 5,658 $191,331,918 378 $18,163,803 148 $4,257,498 5,888 $205,238,223 7.27% $34,857 

2012 5,481  180,069,857 327 13,053,782 150 1,791,721 5,658 191,331,918 6.25% 33,816 

2011 5,267  166,028,550 358 16,502,067 144 2,460,760 5,481 180,069,857 8.46% 32,853 

2010 5,041 153,088,994 350 15,884,725 124 2,945,169 5,267 166,028,550 8.45% 31.522 

2009 4,914 142,669,054 252 13,508,359 125 3,088,419 5,041 153,088,994 7.30% 30,369 

2008 4,770 132,207,925 300 16,101,840 156 5,640,711 4,914 142,669,054 7.91% 29,033 

 
 
Actuarial Analysis of Financial Experience 
2013 – 2008 (Amounts in Thousands) 
 
 

 2013 2012 2011 2010 2009 2008 
 
Prior Valuation Unfunded 
(Excess Funded) Accrued Liability 
 

$975,867 $774,964 $761,459 $573,553 $290,048 $376,025 

 
Salary Increases Greater (Less) 
Than Expected 
 

(49,186) (93,786) (131,928) (19,314) (9,590) 19,961 

 
Asset Return (Greater) Less 
Than Expected 
 

25,512 72,404 127,192 202,739 213,344 (90,891) 

 
Other Experience Factors 
 

3,000 25,640 7,067   (6,044)   (11,501) (15,047) 

 
Change in Actuarial Assumptions 
 

(1,839) 196,645 11,174           
10,525 

          
91,252 

 
-           

 
Ending Valuation Unfunded 
(Excess Funded) Accrued Liability 
 

$953,354 $975,867 $774,964 $761,459 $573,553 $290,048 
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Actuary Solvency Test 
2013 – 2008 (Amounts in Thousands) 
 
 
AGGREGATE ACTUARIAL ACCRUED LIABILITIES FOR: 
 
 
 

VALUATION 
DATE 

ACTIVE MEMBER 
CONTRIBUTIONS 

RETIRED 
MEMBER 

CONTRIBUTIONS 

LIABILITY 
FOR ACTIVE 
MEMBERS 

(EMPLOYER 
FINANCED 
PORTION) 

TOTAL 
LIABILITIES 

ACTUARIAL 
VALUE OF 
ASSETS 

ACTIVE 
MEMBER 

CONTRIBUTIONS 
RETIREES AND 
BENEFICIARIES 

ACTIVE 
MEMBER 

EMPLOYER 
FINANCED 

         

6/30/13 $584,474 $2,051,529 
$1,939,06

0 $4,575,063 $3,621,709 100% 100% 51% 

6/30/12 569,893 1,919,116 1,884,218 4,373,227 3,397,360 100% 100% 48% 

6/30/11 549,207 1,810,062 1,636,083 3,995,352 3,220,388 100% 100% 53% 

6/30/10 525,190 1,674,735 1,677,518 3,877,443 3,115,984 100% 100% 55% 

6/30/09 499,205 1,545,347 1,619,149 3,663,701 3,090,148 100% 100% 65% 

6/30/08 466,332 1,470,874 1,408,598 3,345,804 3,055,756 100% 100% 79% 
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Summary of Plan Benefits 
 
 
Summarized below are some of the more significant provisions of the County Employees’ 
Retirement Law of 1937 that are presently applicable to the Ventura County Employees’ 
Retirement Association (VCERA). 
 
MEMBERSHIP. 
 
All permanent employees of the County of Ventura or contracting district who work a regular 
schedule of 64 or more hours per bi-weekly pay period become members of VCERA upon 
appointment. There are separate retirement plans for safety and general member employees. 
Safety membership is extended to those involved in active law enforcement, fire suppression, and 
probation. Any new Safety Member who becomes a member on or after January 1, 2013 is 
designated PEPRA Safety and is subject to the provisions of California’s Public Employees’ 
Pension Reform Act of 2013 (PEPRA), California Government Code 7522.  All other employees 
are classified as general members. There are four tiers applicable to general members. Those 
hired prior to June 30, 1979, and certain management personnel who entered service prior to 
October 16, 2001, are included in Tier I. Those hired after that date are included in Tier II.  New 
Members employed after January 1, 2013 are designated as PEPRA Tier I or II are subject to the 
provisions of California’s Public Employees’ Pension Reform Act of 2013, California Government 
Code 7522. 
 
VESTING. 
 
A member is fully vested upon accruing five years of retirement service credit under VCERA, or 
combined service under VCERA and a reciprocal retirement system. 
 
EMPLOYER CONTRIBUTIONS. 
 
The County of Ventura and contracting districts contribute to the retirement plan based upon 
actuarially determined contribution rates adopted by the Board of Retirement.  Employer 
contribution rates are adopted annually based upon recommendations received from VCERA’s 
actuary after the completion of the annual actuarial valuation. 
 
MEMBER CONTRIBUTIONS. 
 
All members are required to make contributions to VCERA regardless of the retirement plan or 
tier in which they are included.  The contribution rate applicable to the member is applied to total 
compensation earnable.  The employer, as a result of provisions contained in individual collective 
bargaining agreements, may pay a portion of the member contribution. 
 
Contributions are deducted from the member’s bi-weekly payroll check and credited to the 
member’s account.  Interest is credited to the member’s account semiannually on June 30 and 
December 31, based upon the total contributions on deposit. Upon separation from service, a 
member may elect a refund of all accumulated contributions and interest credited. 
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Summary of Plan Benefits (continued) 
 
 
SERVICE RETIREMENT BENEFIT. 
 
General members prior to January 1, 2013, are eligible to retire once they attain the age of 50 
and have acquired  10 or more years of retirement service credit.  A member with 30 years of 
service is eligible to retire regardless of age.  General members who are first hired on or after 
January 1, 2013, are eligible to retire once they have attained the age of 52, and have acquired 
five years of retirement service credit. 
 
Safety members prior to January 1, 2013, are eligible to retire once they attain the age of 50 and 
have acquired 10 or more years of retirement service credit.  A member with 20 years of service 
is eligible to retire regardless of age.  Safety members who are first hired on or after January 1, 
2013, are eligible to retire once they have attained the age of 50, and have acquired five years of 
retirement service credit. 
 
The retirement benefit the member will receive is based upon age at retirement, final average 
compensation, years of retirement service credit and retirement plan and tier. 
 
Safety member benefits are calculated pursuant to the provisions of California Government Code 
Section 31664. The monthly allowance is equal to 1/50th of final compensation times years of 
accrued retirement service credit times age factor from Section 31664. For those Safety member 
benefits first hired on or after January 1, 2013, are calculated pursuant to the provision California 
Government Code Section 7522.25(d).  The monthly allowance is equal to the final 
compensation, times years of accrued retirement credit times the age factor from section 
7522.25(d). 
 
General member benefits for Tier I and Tier II are calculated pursuant to the provisions of 
sections 31676.11 and 31676.1, respectively. The monthly allowance is equal to 1/90th of the first 
$350 of final compensation, plus 1/60th of the excess final compensation times years of accrued 
retirement service credit times age factor from either section 31676.11 (Tier I) or 31676.1 (Tier II).  
General member benefits for those who are first hired on or after January 1, 2013, are calculated 
pursuant to the provision California Government Code Section 7522.25(d).  The monthly 
allowance is equal to the final compensation, times years of accrued retirement credit times the 
age factor from section 7522.20(a). 
 
The maximum monthly retirement allowance is 100% of final compensation. 
 
Final average compensation consists of the highest 12 consecutive months for a Safety or Tier I 
General member and the highest 36 consecutive months for a Tier II, PEPRA Tier I and II, 
General and PEPRA Safety member.   
 
The member may elect an unmodified retirement allowance, or choose an optional retirement 
allowance. The unmodified retirement allowance provides the highest monthly benefit and a 60% 
continuance to an eligible surviving spouse. An eligible surviving spouse is one married to the 
member one year prior to the effective retirement date. There are four optional retirement 
allowances the member may choose. Each of the optional retirement allowances requires a 
reduction in the unmodified retirement allowance in order to allow the member the ability to 
provide certain benefits to a surviving spouse or named beneficiary having an insurable interest in 
the life of the member. 
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Summary of Plan Benefits (continued) 
 
 
COST-OF-LIVING. 
 
VCERA provides an annual cost-of-living benefit to safety and Tier I general member retirees. 
The cost-of-living adjustment, based upon the Consumer Price Index for the Los Angeles, 
Riverside, Orange County area, is capped at 3.0%. 
 
Certain Tier II general member retirees receive a fixed 2% cost-of-living adjustment pursuant to 
collective bargaining agreements. 
 
DISABILITY RETIREMENT BENEFITS. 
 
VCERA provides disability retirement benefits for service-connected and non-service-connected 
injury or disease. To qualify for a disability retirement the member must be permanently 
incapacitated for the performance of duty. 
 
A member may be retired with a service-connected disability regardless of years of retirement 
service credit. The monthly allowance for a service-connected disability retirement is equal to 
50% of final average compensation, but not less than the member would have received for a 
regular service retirement, if eligible. Upon the death of a member receiving a service-connected 
disability allowance, the surviving spouse married to the member at the time of retirement, or 
eligible minor children, shall receive a 100% continuance of the benefit unless the member 
elected an optional retirement allowance. 
 
A member must have a minimum of five years of retirement service credit to qualify for a non-
service-connected disability retirement. The benefit payable for a non-service-connected disability 
is equal to 1.8% of final compensation for each year of service not to exceed 1/3rd of final 
compensation. 
 
ACTIVE MEMBER DEATH BENEFITS. 
 
If the member has less than five years of retirement service credit, the death benefit consists of 
the member’s accumulated retirement contributions, plus one month’s salary for each completed 
year of service, not to exceed one-half of annual compensation earnable. 
 
If the member has completed five years of service, an eligible surviving spouse of minor child(ren) 
may elect (a) a refund of the member’s accumulated contributions, plus one month’s salary for 
each year of completed service to a maximum of six month’s salary, (b) a monthly retirement 
allowance equal to 60% of the earned benefit to an eligible surviving spouse, or (c) a combined 
benefit consisting of a lump sum payment plus a reduced monthly allowance.  If there is no 
eligible surviving spouse or minor child(ren) the benefit paid to the named beneficiary will be that 
described in (a) above. 
 
If a member dies in service as the result of a job-related injury or illness, an eligible surviving 
spouse or minor child(ren) would be eligible for a monthly benefit equal to 50% of final 
compensation. 
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Summary of Plan Benefits (continued) 
 
 
RETIRED MEMBER DEATH BENEFITS. 
 
If the member retired from service, or with a nonservice-connected disability, the benefit payable 
to an eligible surviving spouse would be an amount equal to 60% of the member’s unmodified 
retirement allowance. If the member retired with a service-connected disability retirement, the 
surviving spouse would receive a 100% continuance of the unmodified retirement allowance.  If 
there is no eligible surviving spouse, benefits may be payable to a minor child(ren). 
 
A lump sum death benefit of $5,000 is also payable to the named beneficiary of a deceased 
retired member. 
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Probability of Occurrence 
As of June 30, 2013 
 
 
GENERAL MEMBERS - MALE      

Age 
Nearest 

RATES OF WITHDRAWAL Rates of 
Mortality 

Rates of 
Disability 

Rates of 
Retirement 0<X<1 1<X<2 2<X<3 3<X<4 4<X<5 X>5 

25 0.1500 0.1000 0.0800 0.0700 0.0600 0.0600 0.0003 0.0002 0.0000 
30 0.1500 0.1000 0.0800 0.0700 0.0600 0.0570 0.0004 0.0004 0.0000 
35 0.1500 0.1000 0.0800 0.0700 0.0600 0.0490 0.0006 0.0008 0.0000 
40 0.1500 0.1000 0.0800 0.0700 0.0600 0.0390 0.0009 0.0013 0.0000 
45 0.1500 0.1000 0.0800 0.0700 0.0600 0.0290 0.0010 0.0021 0.0000 
50 0.1500 0.1000 0.0800 0.0700 0.0600 0.0220 0.0013 0.0040 0.0300 
55 0.1500 0.1000 0.0800 0.0700 0.0600 0.0170 0.0019 0.0056 0.0600 
60 0.1500 0.1000 0.0800 0.0700 0.0600 0.0120 0.0040 0.0069 0.1400 
65 0.1500 0.1000 0.0800 0.0700 0.0600 0.0100 0.0079 0.0090 0.3500 

GENERAL MEMBERS - FEMALE      

Age 
Nearest 

RATES OF WITHDRAWAL Rates of 
Mortality 

Rates of 
Disability 

Rates of 
Retirement 0<X<1 1<X<2 2<X<3 3<X<4 4<X<5 X>5 

25 0.1500 0.1000 0.0800 0.0700 0.0600 0.0600 0.0001 0.0002 0.0000 
30 0.1500 0.1000 0.0800 0.0700 0.0600 0.0570 0.0002 0.0004 0.0000 
35 0.1500 0.1000 0.0800 0.0700 0.0600 0.0490 0.0003 0.0008 0.0000 
40 0.1500 0.1000 0.0800 0.0700 0.0600 0.0390 0.0004 0.0013 0.0000 
45 0.1500 0.1000 0.0800 0.0700 0.0600 0.0290 0.0007 0.0021 0.0000 
50 0.1500 0.1000 0.0800 0.0700 0.0600 0.0220 0.0010 0.0040 0.0300 
55 0.1500 0.1000 0.0800 0.0700 0.0600 0.0170 0.0019 0.0056 0.0600 
60 0.1500 0.1000 0.0800 0.0700 0.0600 0.0120 0.0039 0.0069 0.1400 
65 0.1500 0.1000 0.0800 0.0700 0.0600 0.0100 0.0076 0.0090 0.3500 

SAFETY MEMBERS      

Age 
Nearest 

RATES OF WITHDRAWAL Rates of 
Mortality 

Rates of 
Disability 

Rates of 
Retirement 0<X<1 1<X<2 2<X<3 3<X<4 4<X<5 X>5 

25 0.1200 0.0600 0.0550 0.0500 0.0400 0.0400 0.0003 0.0014 0.0000 
30 0.1200 0.0600 0.0550 0.0500 0.0400 0.0340 0.0004 0.0026 0.0000 
35 0.1200 0.0600 0.0550 0.0500 0.0400 0.0240 0.0006 0.0048 0.0000 
40 0.1200 0.0600 0.0550 0.0500 0.0400 0.0140 0.0009 0.0090 0.0100 
45 0.1200 0.0600 0.0550 0.0500 0.0400 0.0070 0.0010 0.0116 0.0100 
50 0.1200 0.0600 0.0550 0.0500 0.0400 0.0020 0.0013 0.0198 0.0200 
55 0.1200 0.0600 0.0550 0.0500 0.0400 0.0000 0.0019 0.0340 0.2500 
60 0.1200 0.0600 0.0550 0.0500 0.0400 0.0000 0.0040 0.0460 0.2500 
65 0.1200 0.0600 0.0550 0.0500 0.0400 0.0000 0.0079 0.0000 100.00 
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Narrative Summary 
 
 
The purpose of the Statistical Section is to provide users with additional historical perspective, 
context, and detail in order to provide a more comprehensive understanding of the Financial 
Statements, Notes to the Financial Statements, and supplementary information, which cover the 
Pension Plan. This section also provides multi-year trend of financial and operating information to 
facilitate comprehensive understanding of how the organization’s financial position and 
performance has changed over time. More specifically, the financial and operating information 
provides contextual data of VCERA’s changes in fiduciary net position, benefits, refunds, 
contribution rates and retirement benefits. The financial and operating trend information is located 
on the following pages. 
 
Financial Trends Information is intended to assist readers in understanding how VCERA’s 
financial activities and positions have changed over time. The Changes in Fiduciary Net Position 
for Years 2004 – 2013 presents additions by source, deductions by type, and the total change in 
fiduciary net position for each year. The Schedule of Benefit Expenses and Refunds by Type for 
the last ten years presents type of benefit received by members and refunds issued by member 
type. 
 
Operating Information is intended to provide contextual information about VCERA’s operations 
and membership to assist readers in using financial statement information to comprehend and 
evaluate VCERA’s fiscal condition.  This table includes the Active and Deferred Members status 
for the last ten years. The Schedule of Retired Members by Type of Pension Benefit reflects the 
number of retired members, average monthly benefit, and type of benefit as of June 30, 2013. 
The Schedule of Average Monthly Benefit Payment reflects the number of newly retired members 
with average monthly benefit and final salary. The Participating Employer and Active Members 
present employer and number of covered employees for years 2013 – 2004. The Employer 
Contribution Rates show the required retirement contribution rates for years 2004 – 2013. 
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Changes in Fiduciary Net Position 
2013 -2004 
 
 
  2013 2012 2011 2010 2009 

Additions     
 

     Employer Contributions $150,687,841 $140,772,725 $120,053,545 $105,702,929 $113,915,784 

     Member Contributions 44,463,983 44,486,749 44,237,695 42,466,182 42,325,754 

     Net Investment Income 436,638,121 50,683,170 627,326,737 347,087,186 (625,182,877) 

          Total Additions 631,789,945 235,942,644 791,617,977 495,256,297 (468,941,339) 

      

Deductions      

     Benefit Expenses 205,238,224 191,331,918 180,069,857 166,028,550 153,088,994 

     Administrative Expense 3,943,727 3,535,807 4,386,708 3,227,440 3,535,690 

     Member Refunds 4,719,733 3,782,776 4,388,204 4,081,469 3,253,100 

     Miscellaneous - - - - - 

          Total Deductions 213,901,684 198,650,501 188,844,769 173,337,459 159,877,784 

      
Change In Fiduciary Net 
Position $417,888,260 $37,292,143 $602,773,208 $321,918,838 ($628,819,123) 

 
 
  2008 2007 2006 2005 2004 

Additions      

     Employer Contributions $112,797,726 $94,327,697 $81,683,816 $58,436,106 $15,708,139 

     Member Contributions 39,611,439 36,727,845 33,334,824 29,351,919 28,895,312 

     Net Investment Income (208,518,972) 461,551,467 241,240,489 206,019,458 318,222,984 

          Total Additions (56,109,807) 592,607,009 356,259,129 293,807,483 362,826,435 

      

Deductions      

     Benefit Expenses 142,669,054 132,207,925 121,226,816 109,734,125 101,108,287 

     Administrative Expense 3,267,594 2,588,705 3,027,674 2,938,884 2,761,869 

     Member Refunds 3,960,407 3,479,318 4,228,611 3,536,154 3,080,417 

     Miscellaneous 20,007 - - - 12,722 

          Total Deductions 149,917,062 138,275,948 128,483,101 116,209,163 106,963,295 

      
Change In Fiduciary Net 
Position ($206,026,869) $454,331,061 $227,776,028 $177,598,320 $255,863,140 
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Benefit Expenses and Refund Deductions by Type 
2013 - 2004 
 
  2013 2012 2011 2010 2009 
Service Retiree Payroll      
     General $103,664,449 $96,889,192 $91,046,090 $83,372,514 $77,661,797 
     Safety 54,789,093 49,705,780 45,009,631 39,353,106 35,038,577 
          Total 158,453,542 146,594,972 136,055,721 122,725,620 112,700,374 
      
Disability Retiree Payroll      
     General 9,639,477 9,584,572 9,484,059 10,050,635 9,638,282 
     Safety 22,889,667 21,807,931 21,330,545 21,162,852 19,264,905 
          Total 32,529,144 31,392,503 30,814,604 31,213,487 28,903,187 
      
Survivor Continuances      
     General 8,513,073 8,016,623 7,908,926 7,365,353 6,949,959 
     Safety 5,742,465 5,327,820 5,290,606 4,724,090 4,535,474 
          Total 14,255,538 13,344,443 13,199,532 12,089,443 11,485,433 
      
Total Retiree Payroll      
     General 121,816,999 114,490,387 108,439,076 100,788,502 94,250,038 
     Safety 83,421,225 76,841,531 71,630,781 65,240,048 58,838,956 
          TOTAL $205,238,224 $191,331,918 $180,069,857 $166,028,550 $153,088,994 
      
Member Refunds      
     General $4,262,934 $3,378,753 $3,858,642 $2,605,623 $2,678,876 
     Safety 456,799 404,023 529,562 621,817 574,224 
          TOTAL $4,719,733 $3,782,776 $4,388,204 $3,227,440 $3,253,100 

 
 
  2008 2007 2006 2005 2004 
Service Retiree Payroll      
     General $72,277,754 $66,938,627  $60,586,668  $54,330,399  $49,857,118  
     Safety 32,145,225 28,472,253  26,027,639  23,606,066  21,186,500  
          Total 104,422,979 95,410,880 86,614,307  77,936,465  71,043,618  

      
Disability Retiree Payroll      
     General 9,113,846 9,448,886  9,334,146  9,213,230  8,930,748  
     Safety 18,147,418 17,115,428  15,941,360  14,070,060  12,713,783  
          Total 27,261,264 26,564,314  25,275,506  23,283,290  21,644,531  
      
Survivor Continuances      
     General 6,499,663 6,067,275 5,685,323  5,263,144  5,180,998  
     Safety 4,485,148 4,165,456 3,651,680  3,251,226  3,239,140  
          Total 10,984,811 10,232,731 9,337,003  8,514,370  8,420,138  

      
Total Retiree Payroll      
     General 87,891,263 82,454,788 75,606,137  68,806,773  63,968,864  
     Safety 54,777,791 49,753,137 45,620,679  40,927,352  37,139,423  
          TOTAL $142,669,054 $132,207,925 $121,226,816  $109,734,125  $101,108,287  
      
Member Refunds      
     General $3,525,896 $3,203,238 $3,611,208 $3,223,771 $2,691,921 
     Safety 434,511 276,080 617,403 312,383 388,496 
          TOTAL $3,960,407 $3,479,318 $4,228,611 $3,536,154 $3,080,417 
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Active and Deferred Members 
2013 -2004 
 

 2013 2012 2011 2010 2009 
Active Vested      

     General 4,669 4,516 4,278 4,078 4,069 

     Safety 1,260 1,221 1,193 1,158 1,187 

      
Active Nonvested      

     General 1,894 2,013 2,238 2,427 2,432 

     Safety 245 269 331 340 357 

      
Total Active Members      

     General 6,563 6,529 6,516 6,505 6,501 

     Safety 1,505 1,490 1,524 1,498 1,544 

      
Deferred Members      

     General 1,978 1,891 1,838 1,780 1,795 

     Safety 271 270 259 260 260 

      
          TOTAL 10,317 10,180 10,137 10,043 10,100 

      

      

      

 2008 2007 2006 2005 2004 
Active Vested      

     General 3,970 3,906 3,768  3,650  3,573  

     Safety 1,188 1,177 1,192  1,172  1,158  

      
Active Nonvested      

     General 2,408 2,224 2,134  2,103  2,515  

     Safety 362 346 309  320  380  

      
Total Active Members      

     General 6,378 6,130 5,902  5,753  6,088  

     Safety 1,550 1,523 1,501  1,492  1,538  

      
Deferred Members      

     General 1,762 1,646 1,555  1,538  1,206  

     Safety 245 218 201  175  145  

      
          TOTAL 9,935 9,517 9,159  8,958  8,977  
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Retired Members by Type of Pension Benefit 
As of June 30, 2013 
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Number Type of Retirement" Number Type of Retirement" 
Amount of of Amount of of 

Monthly Benefit Retirees A B c Monthly Benefit Retirees A B c 
General Members Safety Members 

$1 - 999 1,505 1 '1 01 81 323 $1 - 999 68 43 9 16 

$1,000 - $1 ,999 1,437 1,015 254 168 $1 ,000 - $1 ,999 137 68 23 46 

$2,000 - $2,999 681 548 77 56 $2,000 - $2,999 170 53 61 56 

$3,000 - $3,999 369 331 22 16 $3,000 - $3,999 140 51 62 27 

$4,000 - $4,999 237 215 6 16 $4,000 - $4,999 163 54 79 30 

$5 000 - $5,999 130 115 4 11 $5,000 - $5,999 98 47 40 11 

$6,000 - $6,999 103 97 4 2 $6,000 - $6,999 89 53 28 8 

$7,000 - $7,999 50 49 0 1 $7,000 - $7,999 77 51 21 5 

$8,000 - $8,999 39 38 1 0 $8,000 - $8,999 63 44 18 

$9,000 - $9,999 37 36 0 $9,000 - $9,999 59 48 10 

> $10,000 58 56 > S10,000 178 147 26 5 

Totals 4,646 3,601 451 594 Totals 1,242 659 377 206 

Number Type of Retirement* 
of 

Retirees A B c 
Grand Total 5,888 4,260 828 800 

• Type of Retirement: 
A - Service Retiree 

B- Disability Retiree 

C - Beneficiary/Continuant/Survivor 
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Schedule of Average Monthly Benefit Payments 
2013-2009 
 
 Years of Credited Service 
  5-9 10-14 15-19 20-24 25-29 30+ 
Retirees – 2013       
  General Members       
     Average Monthly Benefit $ 1,278 $ 1,749 $ 2,514 $ 3,344 $ 4,905 $ 5,803 
     Average Final Average Salary $ 6,614 $ 6,741 $ 7,147 $ 7,061 $ 7,821 $ 7,886 
     Number of Active Retirees 27 74 37 39 23 36 
       

  Safety Members       
     Average Monthly Benefit $ 1,387 $ 3,234 $ 4,051 $ 6,453 $ 6,426 $ 11,371 
     Average Final Average Salary $ 10,367 $ 8,893 $ 8,302 $ 11,913 $ 10,856 $ 12,610 
     Number of Active Retirees 9 3 4 4 7 26 
       

Retirees – 2012       
  General Members       
     Average Monthly Benefit $ 950 $ 1,831 $ 2,653 $ 2,996 $ 4,065 $ 6,683 
     Average Final Average Salary $ 5,888 $ 6,580 $ 6,667 $ 6,522 $ 7,144 $ 8,971 
     Number of Active Retirees 46 57 28 31 22 26 
       

  Safety Members       
     Average Monthly Benefit $ 1,219 $ 2,928 $ 2,915 $ 7,491 $ 9,827 $ 10,422 
     Average Final Average Salary $ 7,910 $ 8,631 $ 5,263 $ 12,690 $ 13,347 $ 12,150 
     Number of Active Retirees 9 6 1 14 6 22 
       

Retirees – 2011       
  General Members       
     Average Monthly Benefit $ 1,169 $ 1,835 $ 2,497 $ 3,824 $ 5,203 $ 6,494 
     Average Final Average Salary $ 6,376 $ 6,466 $ 6,489 $ 8,145 $ 9,263 $ 8,729 
     Number of Active Retirees 59 76 34 46 24 28 
       

  Safety Members       
     Average Monthly Benefit $ 2,089 $ 3,021 $ 5,528 $ 6,822 $ 7,925 $ 12,281 
     Average Final Average Salary $ 9,315 $ 13,110 $ 10,450 $ 12,291 $ 10,547 $ 13,718 
     Number of Active Retirees 10 4 4 8 11 24 
       

Retirees – 2010       
  General Members       
     Average Monthly Benefit $ 1,146 $ 1,765 $ 2,372 $ 3,694 $ 4,368 $ 5,674 
     Average Final Average Salary $ 6,540 $ 6,376 $ 6,356 $ 8,000 $ 8,063 $ 7,409 
     Number of Active Retirees 42 47 36 33 19 31 
       

  Safety Members       
     Average Monthly Benefit $ 2,889 $ 3,231 $ 2,919 $ 6,632 $ 7,520 $ 11,226 
     Average Final Average Salary $ 13,166 $ 8,312 $ 8,033 $ 12,022 $ 11,082 $ 13,032 
     Number of Active Retirees 5 9 11 9 8 23 
       

Retirees - 2009       
  General Members       
     Average Monthly Benefit $ 1,708 $ 2,053 $ 3,271 $ 3,681 $ 4,226 $ 5,416 
     Average Final Average Salary $ 4,460 $ 8,125 $ 8,094 $ 7,599 $ 7,883 $ 7,190 
     Number of Active Retirees 29 23 13 11 9 23 
       

  Safety Members       
     Average Monthly Benefit $ 2,613 $ 2,754 $ 4,605 $ 5,595 $ 10,741 $ 11,951 
     Average Final Average Salary $ 9,309 $ 7,503 $ 11,038 $ 11,809 $ 13,642 $ 14,329 
     Number of Active Retirees 11 4 2 3 1 14 
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Schedule of Average Monthly Benefit Payments (continued) 
2008 – 2004  

 
 Years of Credited Service 
  5-9 10-14 15-19 20-24 25-29 30+ 
Retirees - 2008       
  General Members       
     Average Monthly Benefit $ 968 $ 1,445 $ 2,003 $ 3,886 $ 4,010 $ 5,879 
     Average Final Average Salary $ 6,221 $ 5,638 $ 5,659 $ 8,256 $ 6,745 $ 7,693 
     Number of Active Retirees 36 44 35 20 30 14 
       

  Safety Members       
     Average Monthly Benefit $ 3,527 $ 4,053 $ 4,672 $ 6,663 $ 8,934 $ 10,340 
     Average Final Average Salary $ 9,730 $ 12,444 $ 10,888 $ 11,394 $ 11,897 $ 11,398 
     Number of Active Retirees 7 5 4 6 10 11 
Retirees - 2007       
  General Members       
     Average Monthly Benefit $ 961 $ 1,410 $ 1,877 $ 2,533 $ 3,354 $ 6,589 
     Average Final Average Salary $ 5,423 $ 5,575 $ 5,856 $ 6,045 $ 5,847 $ 8,961 
     Number of Active Retirees 34 50 43 35 26 22 
       

  Safety Members       
     Average Monthly Benefit $ 2,404 $ 3,149 $ 4,050 $ 6,294 $ 7,964 $ 9,409 
     Average Final Average Salary $ 7,670 $ 10,390 $ 7,976 $ 10,438 $ 10,889 $ 10,931 
     Number of Active Retirees 6 11 2 6 9 7 
  
Retirees - 2006       
  General Members       
     Average Monthly Benefit $ 909 $ 1,376 $ 1,574 $ 3,033 $ 4,255 $ 6,239 
     Average Final Average Salary $ 5,121 $ 5,239 $ 5,337 $ 9,703 $ 7,186 $ 8,679 
     Number of Active Retirees 28 55 33 31 24 26 
       

  Safety Members       
     Average Monthly Benefit $ 3,417 $ 2,919 $ 4,935 $ 4,044 $ 6,377 $ 9,037 
     Average Final Average Salary $ 7,716 $ 10,390 $ 10,338 $ 9,976 $ 8,910 $ 10,256 
     Number of Active Retirees 5 11 8 10 11 14 
 
 
  2004 2005 
General Members   
     Service Retirements $1,731 $1,744 
     Disability Retirements $1,618 $1,641 
     Survivor Continuances $1,116 $1,075 
   
Number General Retirees 2,860 3,064 
Number General Continuances 387 408 
   
Safety Members   
     Service Retirements $4,586 $4,752 
     Disability Retirements $3,543 $3,608 
     Survivor Continuances $2,699 $2,630 
   
Number Safety Retirees 684 739 
Number Safety Continuances 100 103 
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Participating Employers/Active Members 
2013 - 2004 
 
 

 2013 2012 2011 2010 2009 
County of Ventura      
     General Members 6,104 6,031 6,069 6,057 6,044 
     Safety Members 1,505 1,490 1,524 1,498 1,544 
          Total 7,609 7,521 7,593 7,555 7,588 
      
Participating Agencies (General Membership)     
     Ventura Regional Sanitation District 61 60 60 61 69 
     Courts 350 387 387 387 388 
      Air Pollution Control District 48 51 - - - 
          Total 459 498 447 448 457 
      
Total Active Membership      
     General Members 6,563 6,529 6,516 6,505 6,501 
     Safety Members 1,505 1,490 1,524 1,498 1,544 
          Total  8,068 8,019 8,040 8,003 8,045 
      
      
 2008 2007 2006 2005 2004 
County of Ventura      
     General Members 5,932 6,066 5,836  5,688  6,018     
     Safety Members 1,550 1,523 1,501  1,492  1,538  
          Total 7,482 7,589 7,337  7,180  7,556  
      
Participating Agencies (General Membership)     
     Ventura Regional Sanitation District 65 64 66  65  70  
     Courts 381 - - - - 
     Air Pollution Control District - - - - - 
          Total 446 64 66  65  70 
      
Total Active Membership      
     General Members 6,378 6,130 5,902  5,753  6,088  
     Safety Members 1,550 1,523 1,501  1,492  1,538  
          Total  7,928 7,653 7,403  7,245  7,626  
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Employer Contribution Rates 
2013-2004 
 
 

  County    Districts  
 Tier 1 Tier 2 Safety  Tier 1 Tier 2 Safety 
        

2013 171.83% 10.15% 46.63%  171.83% 10.15% N/A 

2012 114.29% 10.16% 43.86%  114.29% 10.16% N/A 

2011 79.92% 8.82% 37.94%  79.92% 8.82% N/A 

2010 46.89% 7.70% 31.06%  46.89% 7.70% N/A 

2009 49.29% 8.47% 32.78%  49.29% 8.47% N/A 

2008 50.69% 9.61% 35.25%  50.69% 9.61% N/A 

2007 32.75% 9.09% 32.01%  32.75% 9.09% N/A 

2006 25.27% 8.77% 30.37%  25.27% 8.77% N/A 

2005 14.79% 7.73% 28.27%  14.79% 7.73% N/A 

2004 0.00% 1.87% 9.40%  0.00% 1.87% N/A 
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Ventura County Employees’ Retirement Association 
Board of Retirement presentation of the June 30, 2011 audit results 

By:  Andrew J. Paulden, CPA 

Brown Armstrong Accountancy Corporation 

February 3, 2014 
 
 
 
 
1. Purpose of the Audit 
 
2. The Audit Process 

a. Timeline coordination with VCERA staff 
b. Understanding and evaluation of VCERA internal controls through inquiry 

and observation 
c. Confirmation of account balances, legal, active and retired participants, and 

actuary 
d. Interim testing 
e. Final fieldwork  
f. Report presentation 
 

3. Significant Audit Areas/Scope of Audit Work 
a. Risk based approach 
b. Investments and related earnings 
c. Participant data and actuarial information 
d. Employee and employer contributions 
e. Benefit payments 

 
4. Audit Reports 

a. Independent Auditor’s Report (opinion) on financial statements – unqualified 
(“clean”) opinion 

b. Report to Management 
i. Required Communication to the Board of Retirement in Accordance with 

Professional Standards 
ii. Independent Auditor’s Report on Internal Control over Financial 

Reporting and on Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance with Government 

Auditing Standards 

iii. Agreed Upon Conditions Report Designed to Increase Efficiency, 
Internal Controls, and/or Financial Reporting 

 
5. Questions and/or Comments? 
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INDEPENDENT AUDITOR’S REPORT 
 
 
 
Board of Retirement 
Ventura County Employees’ Retirement Association 
Ventura, California 
 
 
Report on the Financial Statements 
 
We have audited the accompanying Statement of Fiduciary Net Position of the 
Ventura County Employees’ Retirement Association (VCERA) as of June 30, 2013 
and 2012, and the related Statement of Changes in Fiduciary Net Position for the 
years then ended, and the related notes to the financial statements, which 
collectively comprise the VCERA’s basic financial statements as listed in the table of 
contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and the fair presentation of these 
financial statements in accordance with accounting principles generally accepted in 
the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or 
error.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on 
our audit. We conducted our audit in accordance with the auditing standards 
generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to VCERA’s preparation 
and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of VCERA’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the basic financial 
statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion.  
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Opinions 
 
In our opinion, the basic financial statements referred to above present fairly, in all material respects, the 
fiduciary net position of the VCERA as of June 30, 2013 and 2012, and the changes in fiduciary net 
position for the years then ended in conformity with accounting principles generally accepted in the United 
States of America.  
 
Change in Accounting Principle 
 
As discussed in Note 2 to the financial statements, during the year ended June 30, 2013, VCERA 
implemented Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting 
of Deferred Outflows of Resources, Deferred Inflows Resources, and Net Position. Our opinion is not 
modified with respect to the matter.  
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and the schedules of funding progress, and employer contributions be presented 
to supplement the basic financial statements. Such information, although not part of the basic financial 
statements, is required by the GASB, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.  
 
Other Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on these financial statements.  The other 
supplementary information and the introductory, investment, actuarial, and statistical sections, as listed in 
the table of contents, are presented for purposes of additional analysis and are not a required part of the 
basic financial statements. 
 
The other supplementary information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial 
statements.  Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our opinion, 
the other supplementary information is fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 
 
The introductory, investment, actuarial, and statistical sections have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an 
opinion or provide any assurance on them. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated January 29, 
2014, on our consideration of the VCERA’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on the internal control over financial reporting 
or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the VCERA’s internal control over financial reporting on compliance 
and should be considered in assessing the results of our audit.  
 
 BROWN ARMSTRONG  
 ACCOUNTANCY CORPORATION 
    
 
 
 
 
 
 
 
 
 
 
Bakersfield, California 
January 29, 2014 
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REQUIRED COMMUNICATION TO THE BOARD OF RETIREMENT 
IN ACCORDANCE WITH PROFESSIONAL STANDARDS 

 
 
To the Board of Retirement  
Ventura County Employees' Retirement Association 
Ventura, California 
 
 
We have audited the financial statements of Ventura County Employees' Retirement 
Association for the year ended June 30, 2013, and have issued our report thereon 
dated January 29, 2014. Professional standards require that we provide you with 
information about our responsibilities under auditing standards generally accepted in 
the United States of America, as well as certain information related to the planned 
scope and timing of our audit. We have communicated such information in our letter 
to you dated July 5, 2013. Professional standards also require that we communicate 
to you the following information related to our audit. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting 
policies. The significant accounting policies used by Ventura County Employees' 
Retirement Association are described in Note 2 to the financial statements. Ventura 
County Employees' Retirement Association implemented Governmental Accounting 
Standards Board Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position, which modified the 
current financial reporting of those elements. We noted no transactions entered into 
by Ventura County Employees’ Retirement Association during the year for which 
there is a lack of authoritative guidance or consensus. All significant transactions 
have been recognized in the financial statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management’s knowledge and experience about 
past and current events and assumptions about future events. Certain accounting 
estimates are particularly sensitive because of their significance to the financial 
statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimate affecting the financial 
statements was the fair market value of investments: 
 

Management’s estimate of the fair market value of investments is derived by 
various methods as detailed in Note 1 to the financial statements. We 
evaluated the key factors and assumptions used to develop the fair market 
value of investments in determining that it is reasonable in relation to the 
financial statements taken as a whole. 

 
Certain financial statement disclosures are particularly sensitive because of their 
significance to financial statement users. The most sensitive disclosures affecting the 
financial statements were:  
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The disclosures for deposits and investments in Notes 1 and 3 to the financial statements, 
Summary of Significant Accounting Policies and Deposits and Investment Risk Disclosures, 
respectively, were derived from Ventura County Employees’ Retirement Association’s investment 
policy. Management’s estimate of the fair market value of investments was derived by various 
methods as detailed in the notes. 

 
The financial statement disclosures are neutral, consistent, and clear. 
 
Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
Professional standards require us to accumulate all misstatements identified during the audit, other than 
those that are clearly trivial, and communicate them to the appropriate level of management. 
Management has corrected all such misstatements. In addition, none of the misstatements detected as a 
result of audit procedures and corrected by management were material, either individually or in the 
aggregate, to the financial statements taken as a whole. 
 
Disagreements with Management 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the 
course of our audit. 
 
Management Representations 
We have requested certain representations from management that are included in the Management 
Representation Letter dated January 29, 2014. 
 
Management Consultations with Other Independent Accountants 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 
of an accounting principle to Ventura County Employees’ Retirement Association’s financial statements or 
a determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the consultant 
has all the relevant facts. To our knowledge, there were no such consultations with other accountants. 
 
Other Audit Findings or Issues 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as Ventura County Employees’ Retirement 
Association’s auditors. However, these discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention. 
 
Other Matters 
With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United 
States of America, the method of preparing it has not changed from the prior period, and the information 
is appropriate and complete in relation to our audit of the financial statements. We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves. 
 

********** 
 
This information is intended solely for the use of the Board of Retirement and management of the Ventura 
County Employees' Retirement Association and is not intended to be, and should not be, used by anyone 
other than these specified parties.   

BROWN ARMSTRONG  
ACCOUNTANCY CORPORATION 

  
Bakersfield, California 
January 29, 2014 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
Board of Retirement  
Ventura County Employees’ Retirement Association 
Ventura, California 
 
 
We have audited, in accordance with the auditing standards generally accepted in 
the United States of America and the standards applicable to the financial audits 
contained in Government Auditing Standards issued by the Comptroller General of 
the United States, the financial statements of the Ventura County Employees’ 
Retirement Association (VCERA), as of and for the year ended June 30, 2013, and 
the related notes to the financial statements, which collectively comprise VCERA’s 
basic financial statements, and have issued our report thereon dated January 29, 
2014.   
 
Internal Control Over Financial Reporting 
 
 In planning and performing our audit of the financial statements, we considered 
VCERA’s internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of 
expressing our opinions on the effectiveness of VCERA’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of VCERA’s internal 
control.  
 
A deficiency in internal control exists when the design or operation of a control does 
not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct misstatements on a timely basis. 
A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the 
entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal control over financial reporting was for the limited 
purpose described in the first paragraph of this section and was not designed to 
identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies.  Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified.   
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether VCERA’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
We noted certain matters that we reported to management of VCERA in a separate letter dated January 
29, 2014 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of VCERA’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering VCERA’s internal control and compliance. Accordingly, 
this report is not suitable for any other purpose.  

 
    BROWN ARMSTRONG  
    ACCOUNTANCY CORPORATION 
      
 
 
 
 
 
 
 
 
 
 
Bakersfield, California 
January 29, 2014 
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AGREED UPON CONDITIONS REPORT DESIGNED TO INCREASE 
EFFICIENCY, INTERNAL CONTROLS, AND/OR FINANCIAL REPORTING 

 
 
 
Board of Retirement 
Ventura County Employees’ Retirement Association 
Ventura, California   
 
 
We have audited the financial statements of the Ventura County Employees’ 
Retirement Association (VCERA) for the year ended June 30, 2013, and have issued 
our report dated January 29, 2014.  In planning and performing our audit of the 
financial statements of VCERA, we considered its internal control structure over 
financial reporting (internal control) as a basis for designing our auditing procedures 
for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of VCERA’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of VCERA’s internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does 
not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct misstatements on a timely basis. 
A material weakness is a deficiency, or a combination of deficiencies in internal 
control, such that there is a reasonable possibility that a material misstatement of the 
entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. 
 
Our consideration of internal control was for the limited purpose described in the first 
paragraph and was not designed to identify all deficiencies in internal control that 
might be significant deficiencies or material weaknesses and, therefore, there can be 
no assurance that all such deficiencies have been identified. In addition, because of 
inherent limitations in internal control, including the possibility of management 
override of controls, misstatements due to error or fraud may occur and not be 
detected by such controls. We did not identify any deficiencies in internal control that 
we considered to be material weaknesses. 
 
However, during our audit we became aware of several matters that are opportunities 
for strengthening internal controls and operating efficiency. The recommendations 
that are listed in this report summarize our comments and suggestions regarding 
these matters. 
 
We will review the status of these conditions during our next audit engagement. We 
have already discussed these conditions and suggestions with various VCERA 
personnel, and we will be pleased to discuss them in further detail at your 
convenience, to perform any additional study of these matters, or to assist you in 
implementing the recommendations. 
 

Master Page No. 589



 

6 

 

I. CURRENT YEAR CONDITIONS AND RECOMMENDATIONS 
 

None. 
 
 

II.  DISPOSITION OF PRIOR YEAR CONDITIONS 
 

Condition 1 – New Retired Members 
 
Condition 
 
During our review and testing of new retired members, we noted one (1) out of the twenty five (25) 
members tested was not presented in the Board of Retirement’s (Board) agenda for approval.  As 
noted in the 1937 Act Section 31670, a member who has met the age and service requirements for 
benefits must be approved by the Board. 
 
Recommendation 
 
We recommend that a second individual review the listing for completeness to ensure all eligible 
newly retired members are approved by the Board as required by the 1937 Act Section 31670. 
 
Management Response 
 
The Benefits Manager or designated staff now reviews and approves the Monthly Board Report by 
cross referencing the pension payroll reconciliation and the member Masterfile forms, to verify that all 
new retirees and continuances are listed. 
 
Current Year Status 
 
Resolved. 
 
 
Condition 2 – Active Participant Actuary Status 
 
Condition 
 
During our actuary analysis of active members, we noted one (1) out of the forty (40) members tested 
was noted by the actuary as having a separated status instead of active. Management informed us 
that the actuary extract includes a feed with separation code "00," which means the member is 
anticipating retiring but has not yet retired. This member anticipated retiring but did not retire in fiscal 
year 2012. The actuary used the anticipated retirement feed for its record of the member’s actual 
status. 
 
Recommendation 
 
We recommend that VCERA create a policy or procedure to address this issue. 
 
Management Response 
 
VCERA will develop a procedure to review members with a separation code of “00” and verify that 
they were in fact retired from the system. 
 
Current Year Status 
 
Resolved. 
 

******** 
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This report is intended solely for the information and use of the Board of Retirement and management of 
VCERA and is not intended to be, and should not be, used by anyone other than these specified parties. 
 
     BROWN ARMSTRONG  
     ACCOUNTANCY CORPORATION 
       
 
 
 
Bakersfield, California 
January 29, 2014 
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VENTURA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION 

February 3, 2014 

Board of Retirement 

1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003-6572 

(805) 339·4250 • Fax: (805) 339-4269 
http :llwww. ventura.orglvcera 

Ventura County Employees' Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 

SUBJECT: HEARING OFFICER RECOMMENDATION 

Dear Board Members: 

Recommendation: 

Direct staff to offer Ms. Catherine Harris a Hearing Officer contract through June 30, 2015. 

Background: 

Several VCERA Hearing Officers requested, over the past year, not to be assigned any new 
disability cases. In response, staff initiated a search for new Hearing Officers and 12 
potential candidates were identified. VCERA staff members have spent the past month 
reviewing sample written reports and contacting other '37 Act retirement systems in order to 
identify the best candidates. 

Discussion: 

Ms. Harris has served as a Hearing Officer in multiple '37 Act counties including Sonoma, 
Sacramento and Santa Barbara. During her career, Ms. Harris estimates she has 
participated in over 300 disability cases. Staff found her sample reports to be organized, 
concise and well-reasoned. Further, other retirement systems commented favorably on Ms. 
Harris' professionalism and sense of fairness while overseeing a hearing. Staff believes 
Ms. Harris to be an excellent addition to VCERA's Hearing Officer Panel. 

Conclusion: 

Staff continues to review additional candidates and plans to offer more candidates for the 
Board's consideration at future disability meetings. 

I will be pleased to respond to any questions you may have on this matter at the February 3, 
2014 disability meeting. 

Si::t~ <> ~honis 
Interim Retirement Administrator 
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THE SEGAL COMPANY 

1 00 Montgomery Street Suite 500 San Francisco, CA 94104-4308 

T 415.263.8200 F 415.263.8290 www.segalco.com 

January 21, 2014 

Mr. Tim Thonis 
Interim Retirement Administrator 
Ventura County Employees' Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 

Re: Ventura County Employees' Retirement Association 
Cost-of-Living Adjustments (COLA) as of Aprill, 2014 

Dear Tim: 

John W. Monroe, ASA, MAAA, EA 
Vice President & Associate Actuary 
jmonroe@segalco.com 

We have determined the cost-of-living adjustments for the Association in accordance with 
Section 31870.1, as provided in the enclosed exhibit. 

The cost-of-living factor to be used by the Association on April 1, 2014 is determined by 
comparing the December CPI for the Los Angeles-Riverside-Orange County Area (with 
1982-84 as the base period) in each of the past two years. The ratio ofthe past two December 
indices, 238.742 in 2013 and 236.042 in 2012, is 1.0114. The County Law section cited above 
indicates that the resulting percentage change of 1.14% should be rounded to the nearest one
half percent, which is 1.0%. Please note the above cost-of-living adjustment calculated using 
established procedures for VCERA may result in adjustments different from those calculated 
using alternative procedures by other systems. 

The actual cost-of-living adjustment is dependent on tier and date of retirement. The CPI 
adjustment to be applied on April1, 2014 is provided in Column (4) ofthe enclosed exhibit. 
The COLA bank on April 1, 2014 is provided in Column (5). 

Consistent with last year's request, we have included the payee count in Column (6) and total 
monthly benefit in Column (7) of the enclosed exhibit. 

Benefits, Compensation and HR Consulting Offices throughout the United States and Canada 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms 
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Mr. Tim Thonis 
January 21, 2014 
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Please give us a call if you have any questions. 

AW/bqb 
Enclosure 

5290341 v 1/05325.001 
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Ventura County Employees' Retirement Association 
Cost-Of-Living Adjustment 

As of April 1, 2014 
(1) (2) (3) (4) (5) (6) (7) 

Apri11, 2013 April1, 2014 
Accumulated CPI CPI CPI Accumulated Payee Total Monthly 

Retirement Date Car.y-over Chanae· Rounded .. Used*** Car!l .. overu•• Count*"* .... Benefit ... :I**** 

All Tier 1 and Safety 
Section 31870.1 
Maximum Annual COLA 3.0% 

On or Before 4/1/1975 56.5% 1.14% 1.0% 3.0% 54.5% 77 $96,591 
04/0211975 to 04/01/1976 49.0% 1.14% 1.0% 3.0% 47.0% 36 $55,155 
04/02/1976 to 04/01/1977 41 .5% 1.14% 1.0% 3.0% 39.5% 53 $71,216 
04/02/1977 to 04/01/1978 38.0% 1.14% 1.0% 3.0% 36.0'A. 36 $56,570 
04/02/1978 to 04/01/1979 34.0% 1.14% 1.0% 3.0% 32.0% 46 $58,565 
04/02/1979 to 04/01/1980 29.5% 1.14% 1.0% 3.0% 27.5% 38 $32,780 
04/02/1980 to 04/01/1981 21.5% 1.14% 1.0% 3,0% 19.5% 42 $61,885 
04/02/1981 to 04/01/1982 9.0% 114% 1,0% 3.0% 7.0% 40 $52,864 
04/02/1982 to 04/01/1983 2.5% 1.14% 1.0% 3.0% 0.5% 64 $144,719 
04/02/1983 to 04/01/1984 0.5% 1.14% 1.0% 1.5% 0.0% 49 $74,638 
04/02/1984 to 04/01/1985 0.5% 1.14% 1.0% 1.5% 0.0% 60 $115,293 
04/02/1985 to 04/01/1986 0.0% 1.14% 1.0% 1.0% 0.0% 47 $108,801 
04/02/1986 to 04/01/1987 0.0% 1.14% 1.0% 1.0% 0.0% 73 $143,355 
04/02/1987 to 04/01/1988 0.0% 1.14% 1.0% 1.0% 0.0% 72 $167,219 
04/02/1986 to 04/01/1969 0.0% 1.14% 1.0% 1.0% 0.0% 92 $218,790 
04/02/1989 to 04/01/1990 0.0% 1.14% 1.0% 1.0% 0.0% 50 $85,766 
04/02/1990 to 04/01/1991 0.0% 1.14% 1.0% 1.0% 0.0% 76 $256,205 
04/02/1991 to 04/01/1992 0.0% 1.14% 1.0% 1.0% 0.0% 112 $412,332 
04/02/1992 to 04/01/1993 0.0% 1.14% 1.0% 1.0% 0.0% 92 $290,279 
04/02/1993 to 04/01/1994 0.0% 1.14% 1.0% 1.0% 0.0% 95 $322,124 
04/02/1994 to 04/01/1995 0.0% 1.14% 1.0% 1.0% 0.0% 96 $315,566 
04/02/1995 to 04/01/1996 00% 1.14% 1.0% 1.0% 0.0% 83 $287,230 
04/02/1996 to 04/01/1997 0.0% 1.14% 1.0% 1.0% 0.0% 63 $194,699 
04/02/1997 to 04/01/1998 0.0% 1.14% 1.0% 1.0% 0.0% 109 $539,547 
04/02/1998 to 04/01/1999 0.0% 1.14% 1.0% 1.0% 0.0% 129 $513,823 
04/02/1999 to 04/01/2000 0.0% 1.14% 1.0% 1.0% 0.0% 147 $626,961 
04/02/2000 to 04/01/2001 0.0% 1.14% 1.0% 1.0% 0.0% 106 $494,745 
04/02/2001 to 04/01/2002 0.0% 1.14% 1.0% 1.0% 0.0% 96 $451,633 
04/02/2002 to 04/01/2003 0.0% 1.14% 1.0% 10% 0.0% 103 $520,159 
04/02/2003 to 04/01/2004 0.0% 1.14% 1.0% 1.0% 0.0% 130 $670,033 
04/02/2004 to 04/01/2005 0.0% 1.14% 1.0% 1.0% 0.0% 143 $770,646 
04/02/2005 to 04/01/2006 0.0% 1.14% 1.0% 1.0% 0.0% 137 $740,911 
04102/2006 to 04/01/2007 0.0% 1.14% 1.0% 1.0% 0.0% 118 $582,145 
04/02/2007 to 04/01/2008 00% 1.14% 1.0% 1.0% 0.0% 100 $555,721 
04/02/2008 to 04/01/2009 0.0% 1.14% 1.0% 1.0% 0.0% 70 $401,071 
04/02/2009 to 04/01/2010 0.0% 1.14% 1.0% 1.0% 0.0% 128 $804,532 
04/02/2010 to 04/01/2011 0.0% 1.14% 1.0% 1.0% 0.0% 66 $632,197 
04/02/2011 to 04/01/2012 0.0% 1.14% 1.0% 1.0% 0.0% 82 $562,094 
04/02/2012 to 04/01/2013 0.0% 1.14% 1.0% 1.0% 0.0% 86 $575,996 
04/02/2013 to 04/01/2014 1.14% 1.0% 1.0% 0.0% 7 $26,644 

Based on ratio of December 2013 CPI to December 2012 CPI for the Los Angeles- Riverside- Orange County Area. 
Based on CPI change rounded to nearest one-ha~ percent. 
These are the cost-of-living adjustment factors to be applied on April 1, 2014. 
These are the carry-over of the cost-of-living adjustments that have not been used on April1 , 2014. 
Payee count for the last period shown only goes through June 30, 2013. ·-...... Excludes monthly benefits for vested fixed supplemental and supplemental medical benefit amounts. 

5290341 vl/05325.001 SEGAL CONSULTING 
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VENTURA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION 

February 3, 2014 

Board of Retirement 

1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003·6572 

(805) 339-4250 • Fax: (805) 339-4269 
http://www.ventura.org/vcera 

Ventura County Employees' Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 

SUBJECT: AUTHORIZATION FOR MR. GOULET'S ATTENDANCE AT THE 
PENSION BRIDGE CONFERENCE; APRIL 22- 23, 2014; SAN 
FRANCISCO 

Dear Board Members: 

Staff recommends authorization for Mr. Goulet to attend the Pension Bridge 
Conference in San Francisco on April 22"d and 23rd. The cost to attend is 
estimated to be $1,200 including conference registration, hotel, air fare and other 
travel-related expenses. 

I will be pleased to respond to any questions you may have on this matter at the 
February 3, 2014 disability meeting. 

Sincerely, 

1m Thonis 
Interim Retirement Administrator 
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VENTURA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION 

February 3, 2014 

Board of Retirement 

1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003-6572 

(805) 339-4250 • Fax: (805) 339-4269 
http://www.ventura.org/vcera 

Ventura County Employees' Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 

SUBJECT: PENSION ADMINISTRATION SYSTEM (PAS) PROJECT UPDATE 

Dear Board Members: 

Attached is the Ventura County Employees' Retirement Information System ("VCERIS") project 
Quarterly Report. 

(1) Summary of Progress 

The project is currently on schedule per the revised project plan, although this schedule is at 
risk, as discussed below. As of December 31, 2013, the effort to implement the system, 
excluding member web, is approximately 48% complete, as expected. 

The Auditor Controller and VRSD continue to make progress on providing the active payroll file 
interface to VCERA. As the attached report details, both employers have completed the 
demographics file, and both have made substantial progress on the other two interface files. 
The Auditor Controller is in the process of making the final changes required to meet VCERA's 
requirements. Due to competing priorities, the Auditor Controller will not have the interface 
completed by March of 2014, but instead should have the interface completed by June of 2014. 
The project team has determined this will not negatively impact the project schedule. 

As reported in November of 2013, Operations has had a staff resource in the Retiree Unit take 
an unexpected medical leave of absence. Since November, a second staff member has also 
taken a medical leave of absence. As a result, Operations may not be able to release additional 
staff to the VCERIS project in April as planned. This will likely have an impact on the overall 
project schedule, although it is not clear at present to what extent. The project team will closely 
monitor the project plan to minimize any delays to the greatest extent possible. However, the 
Board should be prepared for potential delays in the go-live date of August of 2015 if the staff 
resources are not released to the project by April of 2014. 

As shown in the attached quarterly report, the project was $91 ,634 under budget as of 
12/31/2013. The project is projected to be $17,206 over budget as a result of the data 
conversion related change orders, as discussed below. 



Master Page No. 598

PENSION ADMINISTRATION SYSTEM (PAS) PROJECT UPDATE 
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(2) Future Change Orders Related to Data Conversion 

As discussed in November of 2013, the data conversion effort is proceeding on schedule, with 
approximately 90% of the conversion of ROBS completed, and approximately 70% of the overall 
conversion completed. However, the project team has utilized more hours than anticipated in 
accomplishing the tasks to date. Since the November Board meeting, the data conversion team 
has completed the detailed mapping of remaining data tables, and has determined the level of 
effort required to complete the conversion. 

MBS, the vendor responsible for most of the conversion activities, and Vitech, both require 
additional hours to complete the conversion. Both have provided staff with a detailed 
explanation as to why their original estimates were proved incorrect, how the scope of the 
conversion increased in terms of both complexity and volume, and both have provided a 
satisfactory accounting of their hour expenditures to date. 

MBS is proposing a change order of $41,340, which is an increase 9.6% from their original 
contract. Vitech is proposing a change order of $67,500, an increase of 19% from the original 
estimate of hours. Staff's analysis is that both vendors' proposed increases are reasonable 
when factoring in the changes to the project schedule, scope of conversion, and the complexity 
of the data mapping. 

One alternative approach to approving the change orders would be to reduce the scope of the 
conversion. As discussed with the Board in November, staff does not believe the cost savings 
achieved would be sustained over the long term, since staff will need access to the full set of 
retirement-related data that is being converted. A second alternative to allocating additional 
hours to MBS would be to have staff or County ITS complete MBS' portion of the conversion. 
Staff does not believe that VCERA or ITS have the experience or expertise required to complete 
the conversion. 

Staff therefore recommends that the Board authorize staff to solicit MBS and Vitech Systems 
Inc. for change orders in the amount specified above. 

, (3) Follow-Up on Changes to Vitech Payment Schedule 

At the November 2013 Board Meeting, the Board inquired regarding payments made to Vitech 
in July of 2013. At the time, staff was not able to provide detailed answers to the Board's 
questions regarding changes to the Vitech payment milestones and holdbacks as a result of the 
change orders approved in July of 2013 and October of 2012. Staff has prepared Attachment B, 
which is a detailed analysis of the changes to the Vitech payment schedule as a result of 
change orders 3223 and 3489. 

In summary, in exchange for significant discounts in implementation fees (nearing $1 million 
over both change orders), VCERA agreed to several modifications of Vitech's payment 
schedule. First, VCERA agreed to release $268,800 in holdbacks in July of 2013. As shown in 
Table 1 of Attachment A, the holdbacks were originally designed to be released in October of 
2013 and December of 2014, following delivery of major components of functionality. As shown 
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in Table 2.0 (and in detail in Table 5.0), VCERA also agreed to shift $119,000 in implementation 
payments to Vitech from FY2014 to FY2013. Finally, as show in Table 3.0, VCERA agreed to 
reduce the warranty payment due upon the end of the warranty period from $100,000 to 
$50,000. Although these contract modifications are favorable to the vendor, the project team 
believes that the substantial discount presented to VCERA more than justified the release of 
holdbacks, shift in payments, and reduction in the warranty fees. As shown in Table 4.0, 
Vitech's discounts total nearly $21,000 per month for the life of the implementation-a 
substantial concession on Vitech's part. 

In C03489, the language concerning the length of the warranty appears to have been revised to 
limit the warranty to three months. The original warranty included a twelve month period in order 
to allow staff to execute all cyclical processes within V3. Staff has discussed this modification 
with Vitech, and Vitech has agreed to correct this language in the proposed data conversion 
change order to restore the original language. 

Recommendations 

Staff recommends your Board take the following actions: 

• Receive and File the Attachment A - VCERIS Quarterly Report and Attachment B -
Vitech Payment Schedule Analysis 

• Authorize Staff to Solicit Change Order From Vitech Systems Inc. 
• Authorize Staff to Solicit Change Order From MBS. 

We would be pleased to respond to any questions during the Board meeting. 

Sincerely, 

Interim Retirement Administrator 

Attachments (2) 

BRIAN COLKER 
Linea Solutions, Inc. 
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Board of Retirement Ventura County Employees’ Retirement 
Information System (VCERIS) Report 

 

 
Reporting period: October 1st, 2013 – December 31st, 2013 
Current Project Plan 
 
 
DATA AS OF 12/31/13: 
 
Rollout 1: Active Member & Retiree Combined Rollout 2: Member Web 
Actual % Complete:  48.72% Actual % Complete: N/A 
Planned % Complete: 48.72% Planned % Complete: N/A 
Variance: 0% Variance: N/A 
Rollout Timeline, Initial: July 2012 – October 2013 Rollout Timeline, Initial: January 

2015 – June 2015 
Rollout Timeline, Revised:  
July 2012 – August 2015 

Rollout Timeline, Revised:  
September 2015 – November 2015 

 
Initial Plan 
Rollout 1: Active Member Rollout 2: Retiree Rollout 3: Member Web 
Rollout Timeline, Initial: July 2012 
– October 2013 

Rollout Timeline, Initial: 
November 2013 – April 2015 

Rollout Timeline, Initial: January 
2015 – June 2015 
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Accomplishments for the Period 9/1/2013 – 12/31/2013 

 Completed Segment D, Track 2 functionality - Benefit Estimates. Benefit Estimate functionality 
includes: 

o Retirement Process – FAC 
o Retirement Process – Service and Age 
o Retirement Process - General 

 Wrote and executed tests for Segment C and Segment D Tracks 1 and 2 (Service Credit Purchase, 
DRO, Board Reporting, Refunds, Benefit Estimates) 

 To date, 1,237 tests have been executed and there are currently 121 open defects and issues. 
 Completed the final data conversion JAD session. Data mapping is now complete from all legacy 

systems. 
 MBS delivered Cycle 7A conversion files (RDBS active member data).  These files were 

successfully loaded into V3 and the project team is in the process of analyzing the results. 
 Plan Sponsors – Continued to work with plan sponsors to develop new transmittal files. Below is a 

snapshot of the status of the transmittal files: 
 
File VRSD County 
Demographics 
(Name, Address, 
etc.) 

 Successfully received file via 
SFTP 

 Successfully processed the 
file into V3 

 Successfully received file via SFTP 
 Successfully processed the file into 

V3 

Employment (Job 
Type, Job Class, 
Hours) 

 Successfully received the 
second file via SFTP 

 File issues reported back 
and acknowledged by VRSD 

 Successfully received the second 
file via SFTP, including the test 
scenarios requested 

 Few minor issues with file reported 
back and acknowledged by County. 

Contributions 
(Comp earnable, 
Contributions)  

 Successfully received the 
first file 

 Design questions received 
by Vitech to date have been 
answered 

 Successfully received the second 
file via SFTP 

 All file issues reported back and 
acknowledged by County; working 
on next file iteration.   

 Design issues are still open related 
to comp. earnable and retroactive 
adjustments. 

 Reconciliation Milestone Achieved: 
The contributions reported on the 
file matched exactly to VCERA’s 
503 (Summary Contribution) 
Report. 

 Auditor-Controller is still working on resolutions to retroactive adjustments and compensation 
earnable. 
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Summary 
 

Cost Item Budget Change 
Orders 

Amended 
Budget1 

Expended to 
Date Remaining 

Vitech (software, implementation, hosting) $   4,986,500 $ 250,000 $ 5,236,500 $ 2,464,960 $ 2,771,540 
Linea (project oversight, design, data conversion, testing, training) 2,088,407 118,800 2,207,207 $ 1,278,455 928,752 
External Costs 100,000 110,400 210,400 $ 105,163 105,237 
Third party data conversion 680,000 (90,538) 589,462 $ 374,334 215,128 
Limited Term Positions2

 581,200 (480,296) 100,904 $ 100,904 - 
Project Budget Subtotal $   8,436,107 $ (91,634) $ 8,344,473 $ 4,323,816 $ 4,020,657 
Project Contingency 843,611 - 843,611 - $ 843,611 
Total Project Budget $   9,279,718 $ (91,634) $ 9,188,084 $ 4,323,816 $ 4,864,268 

 

1Amended budget reflects only approved change orders. 
2Limited term positions were converted to full-time employees as of 3/31/2013; costs will be reflected in Staff 
Costs from this point onward. 

 
Detail 

 
 
Milestone Description Scheduled 

Invoice Date 
Amended 
Budget 

Holdback 
(15%) 

Net Scheduled 
Payment 

Amount 
Incurred 

Project Initiation / Initial License Payment (Development License) March‐12 $  200,000 $  ‐ $  200,000 $  200,000 

QA Hardware and Software Installed and Configured May‐12 128,000 (19,200) 108,800 108,800 

Detailed Implementation Plan Approved June‐12 96,000 (14,400) 81,600 81,600 

V3 Baseline Application Configuration & Demonstration Complete August‐12 224,000 (33,600) 190,400 190,400 

Rollout 1: VCERA Confirms Segment A Functionality Delivered and Validated November‐12 224,000 (33,600) 190,400 190,400 

Rollout 1: VCERA Confirms Segment B Functionality Delivered March‐13 224,000 (33,600) 190,400 190,400 

Rollout 1: VCERA Confirms Segment C Functionality Delivered June‐13 224,000 (33,600) 190,400 ‐ 

Change Order 3489 Execution July‐13 370,720  370,720 370,720 

Holdback Release July‐13  168,000 168,000 168,000 

Rollout 1: VCERA Confirms Segment D Track 1 Functionality Delivered September‐13 314,640  314,640 314,640 

Rollout 1: VCERA Confirms Segment D Track 2 Functionality Delivered December‐13 314,640  314,640 ‐ 

Rollout 1: VCERA Confirms Segment F Functionality Delivered March‐14 139,200  139,200 ‐ 

Rollout 1: VCERA Confirms Segment G Functionality Delivered July‐14 139,200  139,200 ‐ 

Rollout 1: VCERA Confirms Segment H Functionality Delivered August‐14 139,200  139,200 ‐ 

Rollout 1: VCERA Begins Parallel Testing of Transmittal Files October‐14 139,200  139,200 ‐ 

Rollout 1: VCERA Confirms Segment I Functionality Delivered December‐14 139,200  139,200 ‐ 

Rollout 1: VCERA Begins UAT March‐15 40,000  40,000 ‐ 

Rollout 1: VCERA Accepts System for Production July‐15 400,000  400,000 ‐ 

Rollout 2: Start of MSS Implementation August‐15 72,000  72,000 ‐ 

Warranty Complete: Three Months after R1 Go‐Live October‐15 100,000  100,000 ‐ 

Rollout 2: VCERA Accepts MSS for Production November‐15 72,000  72,000 ‐ 

Warranty Complete: Three Months after R2 Go‐Live Feb‐16 50,000 ‐ 50,000 ‐ 

Vitech Implementation Services Subtotal:  $ 3,750,000 $ - $ 3,750,000 $ 1,814,960 

 
Vitech Other Costs  Amended 

Budget 
 Paid This Qtr. Cumulative 

Vitech V3 License Fee August‐12 $  575,000   $  575,000 
Vitech V3 Upgrade Fee - Various 450,000   - 

Infrastructure Hosting Various 376,000   25,000 
Travel On‐going 82,500  10,000 50,000 

Software Escrow Agreement FY 13/14 3,000   - 

Vitech Other Costs Subtotal:  1,486,500  10,000 650,000 

Vitech Services Total:  $    5,236,500  $  10,000 $     2,464,960 
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Linea - Project Oversight and Integrating Services Description:  Amended 
Budget 

 Incurred This 
Qtr. Cumulative 

Project Oversight On‐going $  764,040  $  71,098 $  637,969 

Design Consulting On‐going 484,000  22,610 76,968 

Testing On‐going 412,550  77,473 370,205 

Interfaces On‐going 165,360  570 43,891 

Cut-Over Support On‐going 140,700  - - 
 

Training On‐going 11,460  - 9,066 

Data Conversion On‐going 65,600  - 45,606 

Travel Expenses On‐going 163,497  13,740 94,750 

Project Oversight and Integrating Services Total: $    2,207,207  $  185,491 $     1,278,455 

 
External Costs:  Amended 

Budget 
 Paid this Qtr Cumulative 

Software Varies $  75,500  $  4,392 $  59,262 
Hardware Varies $  30,000  - 14,080 
Broadband to Host Facility On-going $  14,800  702 2,534 
Additional Project Workspace  $  52,500  7,767 29,287 
Beneficiary Form Updates  $  37,600  -  
Data Conversion (Legacy ($156,500 + Third Party $431,712)  $  589,462  67,683 374,334 
Limited Term Positions To 3/31/13 $  100,904  - 100,904 

3rd Party Hardware / Software / Other Total:  $  900,766  $  80,544 $  580,401 

 Total Project Expenditures $     4,323,816 

Total Amended Project Budget $    8,344,473 
 

Original Project 
Budget 

 
$ 8,436,107 Variance 

from Original 

 
$ (91,634) 

 

Proposed Change Orders (see next page)   - 
Proposed Amended Budget   - 
Updated Variance from Original   - 

 

Total Project Cost Summary  

Total Project Expenditures $     4,323,816 

Staff Support Costs for the quarter (not in project budget) 77,056 
Staff Support Costs to date (not in project budget) 408,818 
Total Project Costs $     4,732,634 
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Change Orders This Period 

 

NONE 

 

Approved Change Orders (All To Date) 
 
Name Description Cost Impact Budget Year 

Vitech CO 3223 
– Revised 
Implementation 
Plan 

Vitech submitted a change order adjusting the 
implementation schedule to extend the overall 
project by 6.5 months. They changed the 
payment milestones as part of the negotiation. 

None (net 
over course 

of project)  

FY’12-’13: $163,200 
FY’13-’14: $147,388    
FY’14-’15: ($310,589)  

Linea Change 
Order #1 

Linea submitted a change order to adjust the 
implementation schedule to extend the overall 
project by 6.5 months.  

None N/A 

Additional 
project 
workspace 

The project team has determined that there is 
considerable advantage to in-person meetings. 
 

$49,500 FY’12-’13: $13,500  
FY’13-’14: $18,000 
FY’14-’15: $18,000 

Increased cost 
of Broadband to 
Host Facility 

The secure point-to-point connection from 
VCERA to Vitech’s hosting facility is 
considerably more expensive than anticipated.  
 

$68,100 FY’12-’13: $0 
FY’13-’14: $3,300 
FY’14-’15:$32,400 
FY’15-’16:$32,400 

Additional 
Project 
Software 

This change covers the purchase of the Assima 
training tool.  

$43,900 FY’12-’13: $22,900 
FY’13-’14: $7,000 
FY’14-’15: $7,000 
FY’15-’16: $7,000 

Additional Data 
Conversion 
Assistance 

This change covers VCERA’s additional data 
conversion resources needed to support MBS 
in performing the data conversion (Includes 
Linea Change Order #2 for $54,000).  

$147,000 FY’12-’13: $75,000 
FY’13-’14: $50,000 
FY’14-’15: $22,000 

Document 
Conversion 
Assistance 

The change order is for Novanis, the current 
imaging company, to assist with converting 
images into V3.   

$50,250 FY’13-’14: $50,250 
(was previously 
allocated to FY’14-15) 

County 
providing 
Broadband 

County ITS was able to provide a secure 
broadband connection to Vitech’s hosting 
facility, considerably decreasing the required 
cost for this service. 

$(101,300) FY2012-2013 $(7000) 
FY2013-2014 
$(31,100) 
FY2014-2015 
$(31,100) 
FY2015-2016 
$(31,100) 

Vitech CO 3489 
– Revised 
Implementation 
Plan 

Vitech submitted a change order adjusting the 
implementation schedule to extend the overall 
project by 5 months. They changed the 
payment milestones as part of the negotiation. 
Vitech has offered a significant discount for 
these services; the normal cost for a 5 month 

$250,000  FY’15-’16: $250,000 
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Name Description Cost Impact Budget Year 

extension would be $675,000 ($135,000 per 
month for 5 months)  

Linea Change 
Order #3 

Linea submitted a change order to adjust the 
implementation schedule to extend the overall 
project by 5 months.  
These fees include project management, 
testing, training, design, QA, requirements 
confirmation and traceability.  
Linea has offered a significant discount for 
these services; the normal cost for a 5 month 
extension would be $167,400 ($33,480 per 
month for 5 months) 

$64,800  FY’15-’16: $64,800 

Construction 
costs for project 
office space 

The additional leased office space on the first 
floor needs to be modified in order to 
accommodate the increase in Vitech and Linea 
resources that will be moving into the space 
after the first of the year. 

$3,000 FY’13-’14: $3,000 

Additional 
Assima License 

This license will be needed to create training 
scripts for UAT testing. VCERA currently does 
not have enough licenses for the SMEs for this 
purpose. 

$9,600 FY’14-’15: $9,600 

Additional Data 
Conversion 
Assistance 

Additional hours for CMP & Associates to 
assist with data conversion (previously 
approved by Board) 

$14,500 FY’13-’14: $14,500 
On 07/01/13 Board 
approved increase of 
$9,300.  No additional 
appropriations 
required. 

Beneficiary 
designation 
form updates 

V3 requires beneficiary information to provide 
accurate retirement estimates for members.  
RDBS does not currently contain beneficiary 
information so VCERA is going to conduct a 
mass mailing to members requesting new 
beneficiary forms be completed.  Once 
returned to VCERA, the data will be entered 
onto a spreadsheet so it can be uploaded into 
V3 at go-live. 

$37,600 FY’13-’14: $37,600 

Third party data 
conversion 

Third party vendor (MBS) costs were lower 
than budgeted. 

$(248,288)  

Limited term 
positions 

The limited term positions allocated to the 
project were converted to permanent positions. 

$(480,296)  

Total  $(91,634)  
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# ISSUES / RISKS – Explanation 
of Issues 

MITIGATION - Explanation of 
Action Needed 

UPDATE – Current Status of 
Issue 

1 Auditor Controller must make 
changes to the method by which 
Compensation Earnable and 
Retroactive Adjustments are 
reported or the new system will 
not be able to calculate final 
average salary correctly without 
substantial and ongoing manual 
clean-up. Auditor Controller has 
stated that these changes are 
significant.  

The project schedule was 
changed to allow Auditor 
Controller sufficient time to 
address the issue. The project 
team and Auditor Controller 
are working collaboratively to 
determine an alternate solution 
if an automated solution 
cannot be delivered by June of 
2014.  

The Auditor Controller is in the 
process of completing the four 
files required for the active 
payroll interface. One file is 
completed, the second is 
substantially completed, and the 
third is in draft format. The 
Auditor Controller is in the 
process of determining how it 
will be able to meet VCERA’s 
requirements for reporting 
Compensation Earnable and 
Retroactive Adjustments. Both 
VCERA and Auditor Controller 
are confident that this interface 
will not impact the project 
timeline and will be completed 
satisfactorily. 
 
RISK IS CONSIDERED 
MEDIUM 

2 The Benefits staff continues to 
be impacted by illness and 
family issues. Given that the 
project is currently utilizing the 
absolute minimum number of 
resources, VCERA has needed 
to add staff resources in order to 
ensure the project timeline is not 
impacted. 

VCERA Management has 
hired resources to be added to 
VCERA’s staff to assist with 
operations. The recruitment 
and training of these resources 
will allow VCERA to add two 
resources to the project as 
required.  

Two new staff members are in 
the process of being trained. 
The new staff members must be 
trained over the next six months 
to be able to backfill for the 
additional SMEs on the project. 
However, another Benefit Staff 
member has recently taken a 
medical leave. The team is 
currently analyzing current 
staffing to determine if additional 
staff is needed.  
 
1/24/14 – VCERA has 
experienced additional staff 
leaves of absence which have 
increased the potential for 
project schedule impacts. 
 
 RISK IS CONSIDERED HIGH 
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Progress on Critical Success Factors 

 
Factor Acceptance Criteria Short Term 

Impact? 
Long-Term 
Impact? 

Current State 

Automation 
of Benefits 
Processes 

 System uses “wizards” to move through 
processes 

 Minimal manual workarounds 
 Reports support each process 
 Online member access 

HIGH HIGH On Track 

Payroll 
Interface 
Data 

 Active payroll data allows for significant 
automation of benefit estimates and benefit 
calculation 

 VCERA receives full data elements needed for 
all calculations 

HIGH HIGH On Track 

Moving to 
Current 
Technology  

 System utilizes current database technology 
 System utilizes current application technology 

MEDIUM HIGH On Track 

Project Cost  Project is within 15% of the original budget MEDIUM  LOW On Track  

Project 
Duration 

 Project completes within 20% of original 
duration 

HIGH LOW At Risk 

 
Explanation of “At Risk” Current State: 
 
VCERA has experienced several significant staffing issues which may impact their ability to provide 
the additional project resources as scheduled. The project team will closely monitor the progress of 
project activities to identify and report project schedule impacts. 
 
 
 

 

Accomplishments Planned for Next Period (1/1/2014 – 03/31/2014) 

 Complete design for Imaging functionality 
 Complete initial conversion of documents of Liberty to V3 
 Begin design for Retiree Payroll 
 Complete executing tests for Segment C and Segment D Track 1 delivered functionality 
 Write and execute tests for Segment D, Track 2 delivered functionality 

 Receive cycle 7a data conversion files (includes data from all legacy systems) 
 Continue to work with Plan Sponsors to develop new transmittal 
 Continue testing converted data and resolving identified issues 

 

 

Master Page No. 607



Attachment B: Vitech Payment Schedule Analysis 

1 
 

Table 1.0: Holdbacks By Vitech’s Fiscal Year 

 

 

Table 2.0: Milestone Payments by Vitech’s Fiscal Year 

 

 

Table 3.0: Warranty Payment  

 

* Per section 1.60 of the Vitech contract (page 7), the Warranty Period is defined as follows: 

The period of time commencing with the Project Start Date and terminating three (3) months after the Live Date 

of the System. The Warranty Period shall be extended as to Defects VCERA identifies by notice to VENDOR during 

the Warranty Period for as long as is necessary to  fix any and all such identified Defects.   Notwithstanding the 

foregoing, solely as to (a) Errors which occur in functionality which has been subjected to User Acceptance 

Testing and accepted by VCERA and which would be classified as a Critical System Failure or General System Error 

under Attachment E hereof and (b) the annual or semi-annual batch processes listed below, the Warranty Period 

shall be deemed to be one (1) year from the applicable Live Date of the System. 

 

 

 

 

         1099 Calculations, Reports and Statements 

         Actuarial Calculations, Reports and Statements 

         Interest Posting 

         COLA Granting 

         Member Statements 

         Tax Reporting Processes (federal and state) 

         Tax Compliance (415) Limit Testing 
 

Accrued Released Accrued Released Accrued Released

FY12 100,800$                        -$                                 100,800$                        -$                                 100,800$                        -$                                 

FY13 120,000$                        45,800$                          144,000$                        100,800$                        67,200$                          168,000$                        

FY14 -$                                 175,000$                        24,000$                          -$                                 -$                                 -$                                 

FY15 -$                                 -$                                 -$                                 168,000$                        -$                                 -$                                 

FY16 -$                                 -$                                 -$                                 -$                                 -$                                 -$                                 

Total: 220,800$                        220,800$                        268,800$                        268,800$                        168,000$                        168,000$                        

Original (2/2012) Change Order #3223 (10/2012) Change Order #3489 (7/2013)

Holdbacks by Vitech's Fiscal Year

Original (2/2012) Change Order #3223 (10/2012) Change From Previous Change Order #3489 (7/2013) Change From Previous

FY12 771,200$                                           771,200$                                           -$                                                  771,200$                                         -$                                                    

FY13 1,429,800$                                       1,492,800$                                       63,000$                                           1,548,800$                                     56,000$                                             

FY14 1,199,000$                                       696,000$                                           (503,000)$                                       696,000$                                         -$                                                    

FY15 100,000$                                           540,000$                                           440,000$                                         684,000$                                         144,000$                                           

FY16 50,000$                                           50,000$                                             

Total: 3,500,000$                                       3,500,000$                                       -$                                                  3,750,000$                                     250,000$                                           

Payments by Vitech's Fiscal Year

Original (2/2012) Change Order #3223 (10/2012) Change Order #3489 (7/2013)

Warranty Payment 100,000$                                          100,000$                                          50,000$                                            

Warranty Period* 3 months/ 1 year 3 months / 1 year 3 months / 1 year
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Table 4.0: Revenue to Vitech By Month of Project 

Original (2/2012) Change Order #3223 (10/2012) Change Order #3489 (7/2013)

Duration 33 months 39 months 44 months

Total Cost 3,500,000$                                      3,500,000$                                      3,750,000$                                      

Cost/mo 106,060$                                          89,740$                                            85,230$                                            

Project Duration/Costs

Master Page No. 609



Attachment B: Vitech Payment Schedule Analysis 

3 
 

Table 5.0 Changes in Gross Payment By Milestone Date 
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I VCERA Service Payment Schedule ORIGINAL 
I 

Total Services: 

Invoice 

# 

Est 
Invoice 

Date 

3,500,000 

Gro-ss 15% 

Payment Withhold 

Net Withhold Tota l 

Payment Re lease Payment 

Mar-12 ............ 2()(),_()()1) __ .............................................. 2()(),_()()1) __ ......................................... 2.IJO!.()()I) ... license) 

M ilestone Description 

2 .................. IV1.".Y.:.1.2. ............ 1_28.,_()()1) __ ........... E9.,.2.1l1Jl ............... 10.S.,.IIIliJ ........................................... 1.0.S.!.IIIliJ ... QA Hard ware and Software Insta lled and Configured 

3 Jun-12 .............. 9..6,_()()1) __ ........... E~,.4.1l1Jl ................. S..1,_5.1l1J .............................................. S.1!..5.1l1J ... Detailed Implementation Plan Approved 

4 ................... A..u.~_:_1_2. 22~,()()1) (33,5.1l1J) 19.o.,4.1l1J .............................. 19.o.!.4.illl Comple te 
Rollout 1: VCERAconf irms Segment A functiona lity de livered and 

5 Nov-12 ............ 2.2~,_()()1) __ .......... J3_3,_5.1l1Jl ............... 19.o.,_4.illl __ ......................................... 1.9.o.!.4.illl .. va lidate d 
Rollout 1: VCERA va lidates Segment 8 functiona lity delivered 

6 Jan-13 ............ 1_6(),_()()1) __ ........... .!.2~,_()()1))_ .............. 1_3_6,_()()1) __ ......................................... 1_3_6!.()()1) ... and va lidated 
Rollout 1: VCERAconfirms Segment C functiona lity de livered and 

7 .................... A.!'r:_1_3. 16(),()()1) (2~,()()1)) 136,()()1) 136!.()()1) va lidate d 
Rollout 1: VCERAconfirms Segment 0 functiona lity de livered for 

8 ................. IV1.".Y.:.1.3. 16(),()()1) (2~,()()1)) 136,()()1) 136!.()()1) Va lidation 

9 Ju l-13 ............ 1_6(),_()()1) __ ........... _!_2~,_()()1))_ .............. 1_3_6,_()()1) __ ......................................... 1_3_6!.()()1) ... Rollout 1: VCERA begins UAT 
Rollout 2: VCERAconfirms Segment A functiona lity delivered for 

10 ................. S.".!':.1.3. 16(),()()1) (2~,()()1)) 136,()()1) 136!.()()1) Va lidation 

11 Dct-13 ............ 5_7_6,_()()1) __ .............................................. 5_7_6,_()()1) __ ........... 4.5!.111l1J ............. 5.2.1!.111l1J ... Rollout 1: VCERA accepts system for production 
Rollout 2: VCERAconfirms Segment 8 functiona lity delivered 

12 Nov-13 ............ 1_28.,_()()1) __ .............................................. 1_23.,_()()1) __ ......................................... 1.2.8!.()()1) ... and va lidated 
Rollout 2: VCERAconfirms Segment C functiona lity de livered and 

13 Jan-14 ............ 1_28.,_()()1) __ .............................................. 1_23.,_()()1) __ ......................................... 1.2.8!.()()1) .. va lidate d 
Rollout 2: VCERAconfirms Segment 0 functiona lity de livered 

14 Mar-14 ............ 1_28.,_()()1) __ .............................................. 1_23.,_()()1) __ ......................................... 1.2.8!.()()1) ... and va lidated 

15 ................ IV1.".Y.:.1.~ ............ 1_6(),_()()1) __ .............................................. 1_6(),_()()1) __ ......................................... 1_6()!.()()1) ... Rollout 2: VCERA begins UAT 
16 Ju l-14 ............... ~,_()()!) __ ................................................. ~,_()()!) __ ............................................ ~!.()()!) ... Rollout 3: VCERA va lidates functiona lity 

17 ................. S.".!':.1.~ ............ 3_21),_()()1) __ .............................................. 3_21),_()()1) __ ......................................... 3.2.0!.()()1) ... Rollout 2: VCERA accepts system for production 

18 ................. 5.".!':.1.~ ............... ~<.()()!) ................................................... ~<.()()!) .............................................. ~!.()()!) ... Rollout 3: VCERA begins UAT 
19 Dec-14 ............ 1_6(),_()()1) __ .............................................. 1_6(),_()()1) __ ........ 1_1.5!.()()1) ............. ~3_5!.()()1) ... Rollout 3: VCERA accepts system for production 
20 TBO 100,000 100,000 100,000 Warrantty Complete: one year after System live Date 

TOTAL 3,500,000 (220,800) 3,279,200 220,800 3,500,000 
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VCERA Service Payment Schedule CO 3489 . July 2013 

Tota l Services: 3,750,000 

Invoice Est Gross 15% Net Withhold Tota l 

Invoice 
# Date Payment Withhold Payment Re lease Payment Milestone Descri ption 

Mar-12 ............ ~~~~ ................................................. ~~~~ ........................................... ~~~.~ ... ~.~.~~.~.~ .. ~.~.~~.~.~.~~.~.~./..~.~.~.~~.~.~ .. ~.~~~.~.~~ .. ~.~.Y..~.~.~~ .. ~.~.~.~.:.~.~.~~.~.~.~ .. ~.~~~.~.~~.L .. 
................... ~.a.¥.:.1.2 12.8!.()()() (19, 2()()) 11)8!.!1()() .............................. 11)8,!1()() .. ~H.ar~V.' ".re an.dS.()flv'are. l n.sta ll ".d a".d(;()".filiure.d 

Jun-12 ............... 9.6!.()()() .............. !.1.4!.4:()()) ................. 8.1, 6()() ............................................. 8..1,.6()() .. De ta iled Implementa tion Plan Approved 

4 ................... ~~~.:.!~~ ............ ~~~~~ ............. J~~~.~.~ .............. !;~~~ ........................................... !~~.~ .. V3 Base line Application Configuration & Demonstration Complete .. R.Oii·o·~·;:··i··vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:·A·t·~·ncci·o·n·a·i·itV .. d.e·i·ive·i:e·d··a·n·d······· 

6 

7 

8 

Nov-12 ............ 2.2.4!.()()() ........... .J.3:3!..6()()) .............. 1.!30!.4:()() ........................................... 1!30,.4:()() .. va lida ted .. R.Oii·o·~·;:··i··vce·RA·va·i·i·d·aie·s·s·e·g·m·e·n·;:··a·t·~·nai·o·n·a·i·itV···d·eii·v·e·re·d···a·n·d···· 

Mar-13 ............ 2.2.4!.()()() ............. J3:3!..6()()) .............. 1.!30!.4:()() ........................................... 1!30,.4:()() .. va lida ted .. R.Oii·o·~·;:··i··vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:·Etu·n·cc·i·on·a·ii·tY····d·e·i·ive·i:e·d··a·n·d···· 

Jun-13 224,000 (33,600) 190,400 190,400 va lida ted .................................................................................................................................................................. 
Ju l-13 3.7.0, 72.0. 3.7.0, 72.0. 1!;8,()()() >38.,!20. CO 3489 Executed 

.. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··6·tu·n·a·i·on·a·ii·tY····d·e·i·ive·i:e·d··to·r···· 
9 .......... S.ep :13 3.14, !;4() ................................. 3.14, !;4() .............................. 31~,!;4() Va lida tion .. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··6·tu·n·a·i·on·a·ii·tY····d·e·i·ive·r·e·d··to·r···· 

10 Dec-13 ............ 3.1.4!..!;4() ................................................. 3.1.4!..!;4() ........................................... 3.1~<.!;4() .. Va lida tion .. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··;:··tu·n·cc·i·on·a·ii·tY····d·e·i·ive·r·e·d··to·r···· 
11 Mar-14 13.9, 2()() 13.9, 2()() .............................. 139.,2.()() Va lida tion .. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··G··tu·n·a·i·on·a·ii·tY····d·e·i·ive·r·e·d··to·r···· 
12 Ju l-14 13.9, 2()() 13.9, 2()() .............................. 139.,2.()() Va lida tion 

.. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··H··tu·n·a·i·on·a·ii·tY····d·e·i·ive·r·e·d··to·r···· 
13 .................. !1".~.:.1~ 13.9, 2()() ................................. 13.9, 2()() .............................. 139.,2.()() .. Va lida tion 
14 Oct-14 ............ 1.3.9!..2()() ................................................. 1.3.9!..2()() ........................................... 1.39.,.2.()() .. Rollout 1: VCERA begins para lle l testing of transmitta l file 

.. R.Oii·o·~·;:··i .. vce·RA·to·n·ti·rm·s·s·e·g·m·e·n·;:··i··tu·n·cii·on·a·ii·tY····d·e·i·ive·r·e·d··to·r···· 
lS. Dec-14 13.9, 2()() 13.9, 2()() .............................. 139.,2.()() Va lida tion 

16 Mar-lS. 4:0!.()()() ................................. 4:0!.()()() .............................. 4:0,()()() .... R..C>1.1.0..u.t .. 1 . .\fC.E.R.JI .. ~".i..i.n.S.U.Jif. ... . 
17 Ju l-15 ............ 4:()()!.()()() ................................................. 4:()()!.()()() .......................................... 4:()(),.()()() .. Rollout 1: VCERA accepts system for produ<tion 

18 ................. ~~~.:.!.?. ............... ~~~ .................................................... ~~~ .............................................. ?.3~.~ .. Rollout 2: Start of Member Se lf Service implementation 

19 Qa-15 ............ !.~~~ ................................................. !.~~~ ........................................... !~~.~ .. Warranty Complete: three months after rollout 1 1ive date 
20 Nov-lS. n,OOO n,OOO n,OOO Rollout 2: VCERA accepts Member Se lf-Service 

21 Feb·16 50,000 50,000 50,000 Warranty Complete: three months after rollout 2 live date 

TOTAL 3,750,000 (168,000) 3,532,000 168,000 3, 700,000 

Change in tota l 
payment betw een 
C03223 and C489 

s 
s 
s 
s 

s 

s 

s 
s 348,320.00 

s 69,840.00 

s (362,160.00) 

s 3,200.00 

s 11,200.00 

s (4,800.00) 

s 11,200.00 

s (20,800.00) 

s (88,000.00) 

s 360,000.00 

s 32,000.00 

s (132,000.00) 

s (28,000.00) 

s 50,000.00 

s 250,000.00 
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VENTURA COUNTY EMPLOYEES' RETIREMENT ASSOCIATION 

February 3, 2014 

Board of Retirement 

1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003-6572 

(805) 339-4250 ·Fax: (805) 339-4269 
http :llwww. ventura.orglvcera 

Ventura County Employees' Retirement Association 
1190 South Victoria Avenue, Suite 200 
Ventura, CA 93003 

SUBJECT: VENTURA COUNTY EMPLOYEES' RETIREMENT INFORMATION 
SYSTEM (VCERIS) PROJECT RESOURCES 

Dear Board Members: 

Recommendation: 

Authorize VCERA to utilize Linea Solutions resources to stage all data tests, including 
those tests required for data conversion, as a substitute for utilizing VCERA personnel 
through the project completion date of August 2015. 

Background & Discussion: 

As indicated in the October 1, 2013- December 31, 2013 Status Report, the project 
risks associated with VCERA provided resources remains critically high. If VCERA is 
not able to provide the planned ·internal resources to the VCERIS project, then delays 
costing as much as $200,000 per month after the planned "go live" date may be 
incurred. The task of staging data for testing, a critical component of the overall 
VCERIS project, was assigned to VCERA resources within the original project plan; 
however, unforeseen circumstances, specifically current medical absences for two 
senior benefit staff members, make it appear highly unlikely that the planned resources 
are available. Presently, the staging of data tests is being accomplished by a Linea 
Solutions resource; however, that resource, absent any action taken by VCERA, will be 
transitioned to a different Linea Solutions assignment in the near future. Staging test 
data, and other related assignments, is expected to consume approximately 2,500 
hours of project resources between now and the anticipated August 2015 "go-live" date. 

Staff has identified several cost options to address this specific project resource issue, 
including the assignment of a VCERA resource, for the Board's review and 
consideration: 
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• VCERA Option: Continue to plan for utilizing a VCERA resource at an 
approximate hourly cost of $53.00, including benefits. The total projected cost 
for staging test data and being assigned full time to the VCERIS project through 
August 2015 is $132,500 ($53 x 2,500 hours). 

• Linea Solutions Option: Utilize a Linea Solutions resource at a cost of $63.00 per 
hour. The total projected cost for staging test data, and other related 
assignments is $157,500 through August 2015. 

• Temporary Agency Option: Estimated cost for utilizing temporary labor as a 
VCERA substitute is approximately $40.00 - $45.00 per hour. An additional 
agency premium charges needs to factored into the cost raising the estimated 
cost to approximately the VCERA Option described above. 

In an ideal world, the best solution available is the VCERA Option as it would provide in
depth VCERIS experience to a benefit staff member and adhere to the original project 
plan; however, the critical shortfall of experienced benefit staff members makes this 
option "high risk" from an overall organizational standpoint. Assigning, through August 
2015, a remaining "experienced" benefit staff member to the VCERIS project places 
additional burdens on the remaining "inexperienced" benefit staff members assigned to 
accomplish work on behalf of the membership. Further, management's flexibility in 
balancing resources between ongoing member service demands and VCERIS demands 
is restricted under the VCERA option. 

The Linea Solutions option is the more expensive choice, but provides the most 
flexibility to VCERA in balancing its resource demands. Further, keeping the present 
Linea resource on the project maintains continuity within the overall project team and no 
additional training time and costs need to be incurred. The Temporary Agency option is 
the least preferable of the three as one could anticipate high resource turnover as well 
as increased time spent training resources. 

Conclusion: 

VCERA staff recognizes there is an additional project cost associated with the Linea 
Solutions options, but views the increased amount as an "insurance type" payment to 
decrease the risk of incurring material cost overrun charges due to project delays. 

I will be pleased to respond to any questions you may have on this matter at the 
February 3, 2014 disability meeting. 

cl:L 
Tim Thonis 
Interim Retirement Administrator 
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2014 promises to be a decisive year in the development of 
public pension law in California and nationally.

Dates, Times & Locations 

Thursday, March 27, 2014
6:00 p.m. to 8:00 p.m.
Welcome Reception
Quince Restaurant
470 Pacific Ave.
San Francisco, CA 94133
Website
Map and Directions

Friday, March 28, 2014
8:30 a.m. to 4:30 p.m.
Program
Manatt, Phelps & Phillips, LLP
San Francisco Office
One Embarcadero Center 
30th Floor
San Francisco, CA 94111
Map and Directions

RSVP

Click here to RSVP

Add to Calendar

How are Federal and State protections of pension rights withstanding 
challenges to them made by legislative and voter initiated changes and 
by municipalities declaring bankruptcy? What’s the impact on public 
retirement systems of other recent major legislative changes, ranging 
from rules governing the provision of health insurance to those 
regulating investment managers and funds? Retirement system 
trustees, executives, and their advisors must keep track of new and 
changing rules, and the courts' assessments of them, to determine how 
best to meet their responsibilities in this changed arena. This program is 
designed as a forum for trustees, executive officers, and in-house 
counsel to learn about and discuss these significant changes, as well as 
to exchange ideas about how best to address them.

Panel Topics & Speakers 

• PEPRA and Other Pension-Related Litigation:
What’s Surviving Court Challenges, What’s Not, and Why
Ashley Dunning and Michael Toumanoff

• Municipal Bankruptcy and Public Pension Benefits:
Case Studies in Detroit, San Bernardino and Stockton
Ileana Hernandez and Ivan Kallick

• Retirement System Investment Portfolios: Dodd-Frank, the 
Volcker Rule and Other Considerations 
Scott Johnson and Ellen Marshall

• Additional session to be announced.
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Event Registration Fee & Hotel Accommodations 
The fee to attend the forum is $250, which covers all provided meals 
and incidentals. To register for the event, click here.

We have reserved a block of rooms at the Le Meridien San Francisco
hotel at a group rate of $199 a night. To reserve a room, please call the 
hotel directly at 866 837 4184 and mention Manatt Phelps & Phillips
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COUNTY OF VENTURA 
800 SOUTH VICTORIA AVE. 
VENTURA, CA 93009-1540 

January 29, 2014 

Attention: Tim Thonis, Interim Retirement Administrator 
Ventura County Employees' Retirement Association Board of Retirement 
1190 S. Victoria Avenue, Suite 200 
Ventura, CA 93003 

Subject: TAX TREATMENT OF PER DIEM (STIPEND) PAYMENTS 

Dear Mr. Thonis: 

ASSISTANT 
AUDITOR-CONTROLLER 

JEFFERYS. BURGH 

CHIEF DEPUTIES 
SANDRA BICKFORD 
BARBARA BEATTY 

JOANNE McDONALD 
VALERIE BARRAZA 

This office has been informed per diem (stipend) payments received by VCERA Board of Retirement members 
('member') to attend regular or special meetings are subject to federal income tax. Thus, beginning in 2014, the 
Ventura County Auditor-Controller will begin withhold federal tax, if applicable, from all stipend payments and issue 
an Internal Revenue Service (IRS) Form W2, "Wage and Tax Statement," for each member paid a stipend within a 
calendar year. 

To affect this change, each member must be enrolled in the Ventura County Human Resource Payroll System 
(VCHRP). Members who are county employees will receive payments through the normal biweekly payroll cycle and 
amounts will be included as wages. Members who are not county employees must complete IRS Form W4, 
"Employees Withholding Allowance Certificate," and provide our office with a mailing address, date of birth, and a 
copy of the member's social security card. Where applicable, Board of Supervisor members who in accordance with 
County Ordinance No. 4316 must waive the stipend or designate it as payment to the general fund must complete 
the attached designation form and return it to our office for retention. Our office will prepare all accounting 
transactions necessary to post designations and copies will be forwarded accordingly. 

Claims for meeting reimbursement are to be submitted to our office on a Ventura County Financial Management 
System (VCFMS) General Claim form. Mileage claims associated with meeting reimbursement may also be 
submitted as a separate line item on the same claim form; however, federal tax will not be assessed on mileage. 
Both the stipend and mileage payments will be processed through VCHRP. All other reimbursements are to be 
submitted to our office on a separate VCFMS General Claim form. 

Please disseminate this letter and attached forms to all members under your board or commission jurisdiction. 
Please call me at (805) 654-3151 if you require additional information. 

Assistant Auditor-Controller 

Enclosure(s) 
RECEIVED 

JAN 3 0 2014 

VENTURA COUNTY EMPLOYEES' 
RETIREMENT ASSOCIATION 

Phone: (805) 654-3151 Fax: (805) 654-5081 auditor.countyofventura.org jeff.burgh@ventura.org. 
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Auditor Controller's Office 
Hall of Administration 

800 South Victoria Avenue, #L-1540 
Ventura, CA 93009-1540 

Attention: Payroll 
FAX: (805) 654-5081 

PER DIEM (STIPEND) COMPENSATION ELECTION FORM 
For County Supervisor Members 

Consistent with the policies of County Ordinance No. 4316, I want to (check one) : 

D Waive my per diem compensation. I understand the board or commission will not incur any per 
diem expenses for my services. 

D Designate that my per diem compensation be made payable to the Ventura County Auditor
Controller for deposit in the Ventura County General Fund. 

Signature Dated Employee ID# 

Please return the completed form to the above address. For questions, please contact the Auditor
Controller's Office, Payroll, at (805) 648-9292. 
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Auditor Controller's Office 
Hall of Administration 

800 South Victoria Avenue, #L-1540 
Ventura, CA 93009-1540 

Attention: Payroll 
FAX: (805) 654-5081 

PER DIEM (STIPEND) COMPENSATION INFORMATION FORM 
For Board, Commission and Committee Members 

Please enter information as requested and return the completed form, along with a copy of your social security card 
and a completed IRS Form W4, to the Auditor-Controller's Office at the above address for processing. Questions 
may be directed to the Auditor-Controller's Office, Payroll, at (805) 648-9292. 

Name: Date of Birth: 
Please Print 

Social Security Number: Employee ID# ----------------------- -------------
Mailing Address: 

Telephone Number: 
--------------------------------------------------Email Address: 

I am a member of the following board, commission or committee (please check all that apply) : 

0 Air Pollution Control District Hearing Board 

0 Assessment Appeals Board 

0 Civil Service Commission 

0 Juvenile Justice Commission 

D Ventura County Employees' Retirement Association Board of Retirement 

0 Ventura County Planning Commission 

Signature Date 
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