
 
 
 
 
 
 

Alameda County Employees’ Retirement Association 
BOARD OF RETIREMENT 

OPERATIONS COMMITTEE/BOARD MEETING 
NOTICE and AGENDA 

 
ACERA MISSION: 
 
To provide ACERA members and employers with flexible, cost-effective, participant-oriented 
benefits through prudent investment management and superior member services. 
 

Wednesday, October 2, 2019 
9:30 a.m. 

 
LOCATION COMMITTEE MEMBERS 

 
 

ACERA 
C.G. “BUD” QUIST BOARD ROOM 
475 14TH STREET, 10TH FLOOR 
OAKLAND, CALIFORNIA  94612-1900 
MAIN LINE:  510.628.3000 
FAX: 510.268.9574 

OPHELIA BASGAL, CHAIR  APPOINTED 
  
DALE AMARAL, VICE CHAIR ELECTED SAFETY 
  
TARRELL GAMBLE APPOINTED 
  
JAIME GODFREY APPOINTED 
  
HENRY LEVY TREASURER 
  

 
Should a quorum of the Board attend this meeting, this meeting shall be deemed a joint meeting of the Board and 
Committee. 
 
The order of agenda items is subject to change without notice. Board and Committee agendas and minutes are 
available online at www.acera.org. 
 
Note regarding public comments:  Public comments are limited to four (4) minutes per person in total. 
 
Note regarding accommodations:  The Board of Retirement will provide reasonable accommodations for persons 
with special needs of accessibility who plan to attend Board meetings. Please contact ACERA at (510) 628-3000 to 
arrange for accommodation. 
 

http://www.acera.org/
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Call to Order: 9:30 a.m. 

 
Public Input 
 
Action Items:  Matters for Discussion and Possible Motion by the Committee 

 
Information Items:  These items are not presented to Committee for action but consist of 
status updates, presentations and cyclical reports  

 
1. Operating Expenses as of  August 31, 2019 

Report on the status of ACERA’s budget vs. actual as of August 31, 2019 
- Margo Allen 

 
2. Statement of Reserves  

Statement of Reserves as of June 30, 2019 
- Margo Allen 

 
3. 2019 Board of Retirement Elections 

Update on the 2019 Board of Retirement election 
- Margo Allen 

 
4. Policy Discussion for Prepayment of Contributions 

- Dave Nelsen 
 

 
Future Discussion Items 

 
Trustee Remarks 
 
Establishment of Next Meeting Date 

 
December 4, 2019, at 9:30 a.m. 
 
Adjournment 



















Market Stablization Reserve Balance June 30, 2019
Six Month Total Actual Expected Actuarial Remaining 

Smoothing Period Market Actuarial Gain (Loss) - to be Deferred Gain(Loss) Deferred Unamortized Bal of 
Bucket # From To Return (net) Return (net) Recognized Over 5 yrs. 10% Amortization Factor Deferred Gain(Loss)

1 07/01/14 12/31/14 (71,755,579.50) 268,735,879.51 (340,491,459.01) (34,049,145.90) 0.0 0.00
2 01/01/15 06/30/15 210,088,252.34 263,436,619.99 (53,348,367.65) (5,334,836.77) 0.1 (5,334,836.77)
3 07/01/15 12/31/15 (230,048,257.68) 262,185,431.21 (492,233,688.89) (49,223,368.89) 0.2 (98,446,737.78)
4 01/01/16 06/30/16 75,639,795.46 251,178,960.86 (175,539,165.40) (17,553,916.54) 0.3 (52,661,749.63)
5 07/01/16 12/31/16 379,000,419.28 251,534,720.58 127,465,698.70 12,746,569.87 0.4 50,986,279.48
6 01/01/17 06/30/17 658,890,554.35 263,335,664.78 395,554,889.57 39,555,488.96 0.5 197,777,444.79
7 07/01/17 12/31/17 634,431,651.40 285,557,601.40 348,874,050.00 34,887,405.00 0.6 209,324,430.00
8 01/01/18 06/30/18 86,346,237.77 306,788,549.92 (220,442,312.15) (22,044,231.22) 0.7 (154,309,618.51)
9 07/01/18 12/31/18 (457,457,856.47) 293,029,560.86 (750,487,417.33) (75,048,741.73) 0.8 (600,389,933.86)

10 01/01/19 06/30/19 854,836,641.70 274,040,816.14 580,795,825.56 58,079,582.56 0.9 522,716,243.00

(57,985,194.66) 69,661,520.72 @ 06/30/19

Beginning Bal of MKT 

Stabilization Reserve

 Deferred Investment 

Gain (Loss) for 6-mos  

Jan-19 - Jun-19

Amortization of 10% 

Deferred (Gain) Loss 

from the last 10-Periods

Ending Bal of MKT 

Stabilization Reserve

(569,119,499.50) 580,795,825.56 57,985,194.66                  69,661,520.72

Expected Actuarial Earnings for this Period 274,040,816.14

10% Amortization - from last 10-periods GAIN (LOSS) (57,985,194.66)

Actuarial Earnings on Smoothed Basis 216,055,621.48

(86,767,591.12)

129,288,030.36

86,767,591.12

216,055,621.48

June 30, 2019 Interest Posting

Adjustment to Reduce (Restore) the CRA to 1% of Total 

Assets @ 06/30/2019

Actuarial Earnings Available for Interest Crediting @ the 

Rate of  1.5842%
ADDITIONAL FUNDS - Taken from the Contingency 

RSRV to fund the interest crediting shortfall at the 

assumed rate of return

TOTAL AMOUNT TO CREDIT INTEREST at the rate of 

2.6474%
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MEMORANDUM TO THE OPERATIONS COMMITTEE 

 

DATE: October 2, 2019 

TO: Members of the Operations Committee 

FROM: 
 
Dave Nelsen, Chief Executive Officer   

SUBJECT: Prefunding of Employer Contributions 

 
Introduction 

The Prefunding of Employer Contributions is a proposed new policy. The new attached Policy 
addresses the situation of an employer wishing to pre-pay contributions for up to a year in 
advance.  
 
Background 
The Board Governance and Policy Development Process provides that a policy may be 
developed if: 
 

1. The issue in question poses a substantial risk to ACERA (organizational, legal, public 
perception, etc.);  

2. The issue is expected to recur regularly (i.e., it is generic in nature); and  
3. The issue is within the Board’s area of responsibility to effectively administer the pension 

plan.  
In this case, while statute permits employers to pre-pay retirement contributions, no existing Board 
policy addresses the circumstances. The above criteria for policy development are present.  Given 
the current and expected continuation of a low interest rate environment, it is possible employers 
may want to pre-pay contributions, if the discount rate provided creates a cost effective short term 
benefit to the employer. This is also clearly within the Board’s area of responsibility.   
Proposed Policy 
The following is a summary of the key provisions in the proposed new Policy: 
Background: 
Currently, participating employers transfer required contributions to ACERA after each pay period. 
Government Code section 31582 also allows employers to pay annual employer contributions at the 
beginning of the employer’s fiscal year. The primary question to be addressed in this scenario, is 
what, if any, discount rate should be applied to the employer pre-payment? The Actuary has stated 
that there is no advantage to ACERA or the membership of discounting the contributions at a 
different rate than the assumed rate of return, since the employers pay for any funding gains or 
losses through the current smoothing and amortization processes.  
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Purpose: 
The objective of this new Policy is to clarify the provisions of pre-payment of employer contributions 
by ACERA participating employers.  
 
Application: 
Applies to participating employers who wish to pay annual employer contributions in advance. 
 
Guidelines: 
Provides that: 

1. Pre-payment of employer contributions must be made within 30 days of the end of the 
employer fiscal year. 

2. The contributions will be discounted at the actuarial rate assumed in the ACERA 
actuarial valuation that is effective for the year the contributions are due, reduced by an 
additional rate to minimize the anticipated loss associated with the potential trading 
costs, not to exceed 0.50% without ACERA Retirement Board approval. 

3. If the advance is only a partial payment of the participating employer’s estimated 
annual contribution, remaining transfers to the retirement fund shall be made at the end 
of each month or at the end of each pay period until the total amount required for the 
year is contributed.  

4. Transfers shall be adjusted at the end of the fiscal year to reflect the actual contribution 
required for that year. 

   
 
 

 
Attachments:  
 
     Exh. A: Proposed Pre-Funding Retirement Contributions Policy 



 

Prefunding of Retirement 
Contributions 

 

I. Purpose 

To provide a policy and mechanism by which participating employers of ACERA may     

pre-fund employer contributions. 

II. Background 

The County Employees Retirement Law of 1937 requires a county auditor to certify to the 

retirement board, at the end of each month or pay period, the compensation earnable paid to 

members of the retirement association and to transfer the applicable percentage of the county's 

annual contribution to the retirement fund, as specified. Government Code section 31582 

authorizes the Board of Supervisors or Governing Body of a district to make advance payments 

for the estimated annual county or district contributions for an additional year or partial year if 

certain requirements are satisfied.  

Since the advance payments are received by ACERA earlier than the otherwise periodic payment 

due dates at the end of each pay period, a prepayment discount factor, calculated by discounting 

each of the payments back to the date that the prepayment is made, may be considered by the 

Board.  

ACERA's actuary has advised that any discount rate that is not greater than the actuarial rate 

assumed in the ACERA actuarial valuation is acceptable. Since ACERA is a pass-through agency 

there is no advantage for ACERA to negotiate a lower discount rate, thereby charging additional 

monies for the pre-funding, since gains and losses are recognized through the smoothing and 

amortization process. However, ACERA incurs trading costs associated with the pre-funding 

based on the one-month large cash inflow and then eleven months of negative cash flow. This 

may result in an overall loss to ACERA if any potential trading costs are not included in any 

discount rate used at the time of the pre-funding. 
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III. Policy 

The Board of Supervisors or the Governing Board of a district may authorize advance payment 

for the estimated annual county or district contributions for an additional year or partial year if 

the advance payment is made no later than 30 days after the commencement of the entity’s fiscal 

year for which the advance payment is made. If the advance is only a partial payment of the 

participating employer’s estimated annual contribution, remaining transfers to the retirement 

fund shall be made at the end of each month or at the end of each pay period until the total 

amount required for the year is contributed. Transfers shall be adjusted at the end of the fiscal 

year to reflect the actual contribution required for that year. 

When a participating employer elects to pre-fund its employer contributions to ACERA, 

pursuant to Government Code section 31582, ACERA will provide the participating employer a 

discount rate used to determine the prepayment amount equal to the actuarial rate assumed in the 

ACERA actuarial valuation that is effective for the year contributions are due, reduced by an 

additional rate to minimize the anticipated loss associated with potential trading costs, not to 

exceed 0.50% without ACERA Retirement Board approval. 

IV. Policy Modification 

The Operations Committee, or other committee designated by the Board, shall review this 

policy at least every three years. The Committee shall make recommendations to the Board 

concerning any improvements or modifications it deems necessary. 

V. Policy History 

A. The Board adopted this policy on _________ 
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