
 

 

AGENDA OF THE JOINT MEETING OF THE BOARD OF RETIREMENT AND THE 

TULARE COUNTY BOARD OF SUPERVISORS  

AND 

REGULAR MEETING OF THE BOARD OF RETIREMENT 

Wednesday, October 12, 2022 at 8:30 a.m. 

TCERA Board Room, 136 N. Akers Street, Visalia, CA 93291 

 

NOTICE TO THE PUBLIC 

 

 

Documents related to the items on this agenda are available for public inspection at the Retirement Office, 136 

N Akers Street, Visalia, CA, during normal business hours.  Such documents are also available on TCERA’s 

website, www.tcera.org, subject to staff’s ability to post the documents before the meeting. 

 

Persons wishing to listen to the meeting in progress may access a live stream link located on TCERA’s website 

www.tcera.org.  

 

 

PUBLIC COMMENTS: 

 

Any person addressing the Board will be limited to a maximum of five (5) minutes.  A total of 15 minutes will 

be allotted for the Public Comment period unless otherwise extended by the Board Chair. If you are part of a 

large group that would like to comment on an agenda item, please consider commenting in writing or sending 

one spokesperson to speak on behalf of the group.  Public comments are limited to any item of interest to the 

public that is within the subject matter jurisdiction of the Board of Retirement. (Gov’t Code Section 

54954.3(a).)   

 

In Person:  Persons who wish to address the Board of Retirement during public comment or regarding an item 

that is on the agenda may address the Board of Retirement in person at the meeting.   

 

Zoom: Persons wishing to participate in public comment remotely may call the TCERA Office during regular 

business hours (Monday through Friday, 8:00 a.m. to 5:00 p.m.) within 48 hours of the meeting at 559-713-

2900 for access information. In an effort to assist the Board Secretary in identifying the agenda item relating to 

your public comment, please indicate the agenda item number in the chat feature.  

 

Email: Members of the public may also submit public comment via U.S. mail or via email to 

BORPublicComment@tularecounty.ca.gov before the meeting. The comments received via U.S. mail or email 

before the meeting will be read to the Board of Retirement in open session during the meeting as long as the 

comments meet the requirements for Public Comments as posted in the agenda.  
 

As a courtesy to those in attendance, all individuals are requested to place cell 

phones and other electronic devices in the non-audible alert mode. 

COUNTY OF TULARE 
 

BOARD OF RETIREMENT 

TELEPHONE  (559) 713-2900 

FAX (559) 730-2631 

www.tcera.org 

136 N AKERS STREET 

VISALIA, CALIFORNIA  93291 

Leanne Malison 
Retirement Administrator 

http://www.tcera.org/


I. CALL TO ORDER 

 

II. ROLL CALL 

 

III.  PLEDGE OF ALLEGIANCE 

 

IV. PUBLIC COMMENT 

At this time, members of the public may comment on any item not appearing on the agenda.  Under state law, 

matters presented under this item cannot be discussed or acted upon by the Board at this time.  For items 

appearing on the agenda, the public is invited to make comments at the time the item comes up for Board 

consideration.  Any person addressing the Board will be limited to a maximum of five (5) minutes. Please state 

your name for the record. 

V. X-AGENDA ITEMS 

 

VI. JOINT MEETING ITEMS 

 

1. Educational presentation from Cheiron regarding June 30, 2022 actuarial information including 

TCERA actuarial data, statistics, assumptions, and projections. 

 

VII. SUPERVISOR / TRUSTEE / STAFF COMMENTS  

 

1. Under state law, matters presented under this item cannot be discussed or acted upon by the Board at 

this time. 

 

VIII. ADJOURN THE JOINT MEETING OF THE BOARD OF RETIREMENT AND THE 

TULARE COUNTY BOARD OF SUPERVISORS 

 

IX. CONVENE AS THE BOARD OF RETIREMENT 

 

X. PUBLIC COMMENT 

At this time, members of the public may comment on any item not appearing on the agenda.  Under state law, 

matters presented under this item cannot be discussed or acted upon by the Board at this time.  For items 

appearing on the agenda, the public is invited to make comments at the time the item comes up for Board 

consideration.  Any person addressing the Board will be limited to a maximum of five (5) minutes. Please state 

your name for the record. 

 

XI. X-AGENDA ITEMS 

 

XII. CONSENT CALENDAR 

 

1. Approve Minutes of the following meetings: 

a. Retirement Board Minutes of September 14, 2022. 

b. Retirement Board Strategic Planning Minutes of September 28, 2022 

2. Approve payments to: 

a. Brown Armstrong – invoice for work in progress year-end set-up in the amount of $1,224.75. 

b. Brown Armstrong – invoice for work in progress on audit processes in the amount of 

$2,275.00. 

c. Verus – invoice for investment consulting services in the amount of $22,500.00 for the month 

ended September 30, 2022. 

d. Nossaman – invoice for legal services to the Board of Retirement in the amount of $1,370.80 

for the period ending March 31, 2022. 

e. Nossaman – invoice for legal services to the Board of Retirement in the amount of $11,805.03 

for the period ending March 31, 2022 



f. County Counsel – invoice for legal services to the Board of Retirement in the amount of 

$12,992.30 for the period ending August 31, 2022. 

3. Pension Board Reports and Actions 

a. Ratify Retirement Administrator actions regarding Retirement Application approvals and 

Option Selections for the month of September 2022. 

b. Approve Reports regarding Retirement Applications, Option Selections and Deceased 

Pensioners and 30-Year Members for the month of September 2022. 

c. Approve Retiree Reinstatement Application and return to work status for TCERA retiree 

Suzanne Glenn. 

 

XIII. INVESTMENTS 

 

1. Discussion and possible action regarding TCERA’s strategic investment allocation and investment 

managers, including performance, contracts, and fees. 

 

XIV. NEW BUSINESS 

 

1. Discussion and possible action regarding Cheiron actuarial assumptions for the valuation dated June 

30, 2022. 

2. Discussion and possible action regarding the SACRS Proxy Vote for the November Business 

meeting. 

3. Discussion and possible action regarding the Courtyards Property Owners Association Election of 

IRS Ruling 70-604 – Official Ballot 

 

XV. OLD BUSINESS 

 

1. Discussion and possible action regarding the Assistant Retirement Administrator position. 

 

XVI. EDUCATION ITEMS 

 

1. Discussion and possible action regarding Summary Education Reports as filed: 

a. Leanne Malison – BlackRock Market Pulse – Rates, Inflation, Volatility, September 22, 2022, 

1 hour. 

2. Discussion and possible action regarding available educational events. 

 

XVII.   COMMUNICATIONS 

 

1. Discussion and possible action regarding the following: 

 a. Tulare County Treasurer’s Quarterly Investment Report for the quarter ending June 30, 2022. 

 

XVIII. UPCOMING MEETINGS 

 

1.   Investment Committee Meeting October 12, 2022, 10:00 a.m. 

2.   Board of Retirement Meeting October 26, 2022, 8:30 a.m. 

3. Administrative Committee Meeting October 26, 2022, 10:00 a.m. 

4. Board of Retirement Meeting November 2, 2022, 8:30 a.m. 

5. Investment Committee Meeting November 2, 2022, 10:00 a.m. 

 

XIX.  TRUSTEE/STAFF COMMMENTS 

 

Under state law, matters presented under this item cannot be discussed or acted upon by the Board at this time. 

 

 

 



XX.  ADJOURNMENT 

 

In compliance with the Americans with Disabilities Act, if you need special assistance to 

participate in this meeting, please contact the Secretary of the Board of Retirement at (559) 713-

2900. Notification 48 hours prior to the meeting will help enable staff to make reasonable 

arrangements to ensure meaningful access.  Documents related to the items on this Agenda 

submitted after distribution of the Agenda packet are available for public inspection at TCERA, 

136 N. Akers Street, Visalia, CA.  during normal business hours. 
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The Retirement Board reviews the Plan's discount rate (equal to the assumed rate of return on assets) annually to confirm whether the assumption - currently 7.00%, net of investment and administrative expenses - is still reasonable and appropriate. This review is in

addition to the triennial experience study - next scheduled for 2023 - wherein all of the Plan's assumptions are studied in detail.

Capital Market Assumptions

Time Horizon

Capital Market Assumptions

Time Horizon
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A major factor driving reductions in the expected return over the past two decades has been the decline in the risk-free rate, which means plans need to take more risk to achieve the same return. Median discount rates from the Public Plan Database through 2021

are shown below, compared to the risk-free rate and the risk premium needed to achieve the assumption. The average risk premium more than doubled from 2001 to 2021, from under 2.75% to almost 5.5%.
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However, the risk-free rate has increased significantly this year, with the yield on the 10-year Treasury exceeding 3.6% as of the beginning of October. This means a plan would need to earn about 3.4% above the risk-free rate (a�er expenses) to achieve a 7.0%

assumed return.

Yield on 10-Year Treasury Average Risk Premium
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Another factor driving reductions in return expectations has been the increases in equity prices, which have resulted in Price/Earnings ratios well above historical averages in recent years.

Shiller P/E Ratio
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These values have also changed dramatically in recent months, dropping significantly.

Shiller P/E Ratio Oct 2022
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This has had a significant impact on capital market expectations put together by investment consultants. Below are the expected 10-year returns for various asset classes from the beginning of the year from an investment consultant who works with several SACRS

systems.

Expected Returns by Asset Class
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And here is how those expectations have changed in recent months as a result of changing market conditions. In almost all cases, the expected returns have increased, by up to 2.0% or more for some classes. As a result, Cheiron does not recommend any change to

the discount rate this year. We recommend the Board complete a thorough review of the assumption next year as part of the experience study.
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When the Retirement Board next reviews the discount rate, we encourage the Board to consider the appropriate time horizon for the assumption. The actuarial assumptions are intended to be long-term. But what do we mean by long-term? For the actuarial

valuation, these assumptions are used to project benefits for the next 80+ years.

Discounted Benefits Interest DiscountBenefit Payments
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However, some benefits matter more than others, because of discounting.

Discounted BenefitsBenefit Payments Interest Discount
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One measurement to keep in mind when defining "long-term" is the duration of the Plan's projected benefits, which is related to the weighted-average timing of discounted benefit payments.

Discounted BenefitsBenefit Payments Interest Discount
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We can also split the benefit payments into those assumed to be made to the current active members versus those no longer working, or the inactives (i.e. the retirees, beneficiaries, disabled members and deferred vested members). The duration for each group is

quite different: around 11 for the inactives versus 27 for the current actives.
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Going back to the expected returns, we note that the medium-term expected returns (10 years) for this consultant are generally lower than the long-term forecast (20+ years),

Expected Returns by Time Horizon
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Averaging about 50-100bp for a typical portfolio. This has been a consistent pattern across investment consultant expectations for a number of years.

Expected Returns by Time Horizon
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Which leads to a question: would it be appropriate to discount the inactive liabilities at a different (i.e. lower) discount rate than the active liabilities? We encourage the Retirement Board to consider looking at this approach as part of the next experience study.  

16 of 37



We next turn to the Plan's current actuarial methods.

Asset Smoothing Methods
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The funding methods adopted by the Retirement Board represent a balance of attempting to meet competing objectives. Clicking on the circles below provides a definition and considerations related to each objective.
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One funding method relates to the asset smoothing method. As referenced during the preliminary results presentation, TCERA uses the Actuarial Value of Assets (AVA) to reduce volatility in the contributions and better understand trends in funded status. To

calculate the Actuarial Value of Assets, we review the investment gains and losses for the past ten years. Losses occur anytime the Plan earns less than the assumed return; gains occur when the Plan earns more.
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Under TCERA's current asset smoothing method, 10% of the gain or loss is recognized each year for ten years (or more precisely, 5% over each 6-month period).

Recognized Investment Gains Recognized Investment Losses Deferred Investment Gains Deferred Investment Losses
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The deferred gains are subtracted from the Market Value of Assets (MVA) and the deferred losses are added to the MVA to get the AVA. The resulting AVA is limited to a 30% corridor around the MVA. In other words, the AVA must be within 30% of the MVA.
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To demonstrate the effect of smoothing , we review the annual investment returns for the past ten years on a market basis,

Net Return at Market Value Net Return at Actuarial Value 5-Year AVA Return Assumption

20222021202020192018201720162015201420132012

0%

30%

20%

10%

-10%

5%

-5%

25%

15%

Net Return at
Market Value
Net Return at
Market Value

  

22 of 37

https://cheiron.us/cheironHome/


And then compare those returns to the returns on the Actuarial Value of Assets. The returns on an actuarial basis are more stable and provide a more manageable basis for budgeting. However, when there are significant losses - like there were in 2008-2009 - the use

of a lengthy smoothing period results in a delayed recovery in the funded status, as it takes longer to "ramp up" the contributions. The 10-year smoothing period used by TCERA is longer than that used by most public plans: the vast majority of California public plans

that use asset smoothing use a five-year period.
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However, TCERA has an additional consideration when selecting an asset smoothing period: the Supplemental Retiree Benefit Reserve (SRBR). This reserve gets credited with 50% of the "gains" when the smoothed return exceeds the earnings assumption, with

the credited assets no longer available to fund the guaranteed benefits. The use of a longer smoothing period has resulted in fewer gains transferred to the SRBR due to short-term market performance. The additional line shown below represents the hypothetical

returns under a five-year smoothing policy.
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If we add in a line with the assumed rate of return, we see that under a five-year smoothing period there would have been three years in the past ten where "gains" would have been shared with the SRBR, even though the average return over this period has been less

than 7%.
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The other primary funding policy decision made by the Retirement Board is the Plan's amortization policy. Beginning in 2015, the Retirement Board adopted a layered amortization policy, with each year's Unfunded Liability change contributing to a new "layer".

Each layer has its own payment schedule. The sum of the payments (or credits) for each layer is the net UAL payment for the year. Each year, new layers will be added and any layers that have been paid off will be removed. The Board can also adjust the remaining

periods to smooth out fluctuations in contributions, a technique known as Active UAL Management.
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Active management is generally used when there are significant layers of the UAL that are offsetting. The only current significant "credit" for TCERA is the UAL reduction layer resulting from the 2017 Pension Obligation Bond. We note that it is similar in size to the

initial 2015 UAL layer, but the timing is slightly different, so in 2034 there is expected to be a significant decline in the net UAL payments when the 2015 UAL is paid off, following by a substantial increase two years later when the POB credit expires.
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$0

($30,000,000)

$20,000,000

($20,000,000)

$10,000,000

($10,000,000)

$5,000,000

($5,000,000)

$25,000,000

($25,000,000)

$15,000,000

($15,000,000)
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One option for the Retirement Board would be to offset the initial 2015 UAL layer against the 2017 POB credit, and amortize the combined layer over a single period. This would help reduce the large expected swing in contribution rates between 2034 and 2036.

Initial UAL / POB 2015 UAL 2017 POBTotal UAL Payments New Total Payments 2016 GL 2017 GL 2017 Assump 2018 GL 2019 GL 2020 GL 2020 Assump 2021 GL 2022 GL

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
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($30,000,000)

$20,000,000

($20,000,000)

$10,000,000

($10,000,000)

$5,000,000

($5,000,000)

$25,000,000

($25,000,000)

$15,000,000

($15,000,000)
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The new net hypothetical payment schedule is shown in the dotted line, which demonstrates a reduction in the large drop-off and rebound in contributions between 2034 and 2036.

Total UAL Payments New Total Payments 2016 GL 2017 GL 2017 Assump 2018 GL 2019 GL 2020 GL 2020 Assump 2021 GL 2022 GL Initial UAL / POB2015 UAL 2017 POB

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
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$5,000,000

($5,000,000)

$25,000,000

$15,000,000
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In late 2021, the Actuarial Standards Board adopted an updated Actuarial Standard of Practice (ASOP 4), which includes a new disclosure requirement for all pension plans, including public sector plans. Beginning in 2023, the actuarial valuation report must include

a measurement known as the Low Default Risk Obligation Measure (LDROM).
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The LDROM measure is based on a liability calculated using a discount rate derived from low-default-risk fixed income securities - such as a Treasury yield curve or high quality corporate bond index - rather than the Plan's assumed rate of return on assets.

Discounted Benefits Interest Discount. Projected Benefits Risk Premium Payments Risk-Free Discount
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This will result in a significantly higher estimate of the liabilities because only the benefit payments assumed to be covered by the risk-free returns can be removed in the discounting calculation.

Discounted Benefits Risk Premium Payments Risk-Free Discount. Projected Benefits Interest Discount
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It will be important for Plans to provide a framework to explain what this new measure represents, and the meaning of the difference between it and the Actuarial Liability used by the Plan in the funding calculations.

LDROMLDROM

Expected
Investment Return -

Low-Default Risk
Portfolio

Expected
Investment Return -

Low-Default Risk
Portfolio

Expected
Investment Return -
Diversified Portfolio

Expected
Investment Return -
Diversified Portfolio

Actuarial
Liability
Actuarial
Liability
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One framework for communicating the difference between LDROM and the Actuarial Liability can be viewed as the expected savings from investing in a diversified portfolio instead of a low-default-risk portfolio. Actual savings will depend on how the diversified

portfolio performs. The difference can also be viewed as the cost of eliminating investment risk. For more information, we encourage you to review this Client Advisory.
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Certification

The purpose of this report is to present information relating to TCERA's assumptions and funding policies.

In preparing our presentation, we relied on information (some oral and some written) supplied by TCERA. This information includes, but is not limited to, the Plan provisions, employee data, and financial information. We performed an informal examination of the obvious
characteristics of the data for reasonableness and consistency in accordance with Actuarial Standard of Practice No. 23. The data and actuarial assumptions used (unless modified within this communication) will be described in our June 30, 2022 actuarial valuation
report.

Future projections may differ significantly from the projections presented in this presentation due to such factors as the following: plan experience different from that anticipated by the assumptions; changes in assumptions; and changes in plan provisions or applicable
law.

Cheiron utilizes ProVal actuarial valuation software leased from Winklevoss Technologies (WinTech) to calculate liabilities and project benefit payments. We have relied on WinTech as the developer of ProVal. We have a basic understanding of ProVal and have used
ProVal in accordance with its original intended purpose. We have not identified any material inconsistencies in assumptions or output of ProVal that would affect this valuation.

To the best of our knowledge, this presentation and its contents have been prepared in accordance with generally recognized and accepted actuarial principles and practices which are consistent with the Code of Professional Conduct and applicable Actuarial Standards
of Practice set out by the Actuarial Standards Board. Furthermore, as credentialed actuaries, we meet the Qualification Standards of the American Academy of Actuaries to render the opinion contained in this presentation. This presentation does not address any
contractual or legal issues. We are not attorneys, and our firm does not provide any legal services or advice.

This presentation was prepared for the TCERA Retirement Board and the Tulare County Board of Supervisors for the purposes described herein. Other users of this presentation are not intended users as defined in the Actuarial Standards of Practice, and Cheiron
assumes no duty or liability to any other user.
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F:/RETBD/AGENDA MASTER EDUCATIONAL ACTIVITIES  

 

 
 

EDUCATIONAL EVENTS - Board of Retirement  
 
 

2022 
 

    
1. Nossaman, Public Pensions & Investments Fiduciaries’ Forum, Oct 17-18, Los Angeles, E-

Central Hotel.  Agenda in Binder. Topics include: New SEC rules and their impact; Fund of 
One vs. Commingled; Litigation against public retirement systems; Fiduciary Governance and 
other topics. 

 
2. Sixth Street, Annual Investors Meeting, Oct 25-27, St. Regis San Francisco.  

Only Save-the-Date currently. 
 
     3. CALAPRS, Trustee Round Table, October 28, Virtual Program 

 
4. SACRS, Fall Conference, November 8-11, Hyatt Regency Long Beach, Long Beach, CA.  

 
5. Invesco Real Estate, Global Conference, Nov 15-17, The Lodge at Torrey Pines, San Diego. 

Only a Save-the-Date currently. 
 
 
 

 

2023 
 
      1. CALAPRS, General Assembly, March 4-7, 2023, Monterey   
 
 
 
 





Tulare County Investment Report 

June 30, 2022 
A listing of Tulare County investments is shown below. 

Portfolio Composition 

U.S. Treasuries 
Federal Agencies 
Agency Mortgage Backed Securities (MBS) 
U.S. lnstrumentalities-Supranationals 
Negotiable CDs 
Corporate Bonds and Notes 
Municipal Obligations 
Asset Backed Securities 
Commercial Paper 
Local Agency Investment Fund (LAIF) 
California Asset Management Program (CAMP) 

Money Market Funds 

Money Market Accounts 
Cash 

Total 

* Market Prices were provided by the Union Bank of California. 

** Detail may not add to total due to rounding. 

Book Value 

654,148,548 
715,152,251 

13,743,225 
68,914,113 

269,378,962 
490,431,517 

84,075,100 
31,845,581 

223,021,728 
184,719 

110,264,780 

6,234,801 

13,511,099 
12,423,624 

$2,693,330,048 

Market Value* % of Portfolio** 

24% 
27% 
1% 
3% 

10% 
18% 
3% 
1% 
8% 
<1% 
4% 

<1% 

1% 

626,126,353 
683,668, 194 

13,359,482 
66,731,249 

268,511,020 
476,627,766 

82,169,756 
30,925,452 

222,587,102 
184,719 

110,264,780 
6,234,801 

13,511,099 
12,423,624 <1% 

$2,613,325,396 100% 

Portfolio Composition 

U.S. Treasuries 
24% Cash 

Money Market Accounts

�

<1 °/4 
1% 

Money Market Funds 
<1% 

California Asset 
Management Program 

(CAMP) 
4% 

Commercial Paper 
8% 

Asset Backed Securities 
1 % Municipal Obligations 

3% 

Federal Agencies 
27% 

Agency Mortgage Backed 
Securities (MBS) 

1% 
____ U.S. lnstrumentalities

Supranationals 
3% 

Negotiable CDs 
10% 

Corporate Bonds and Notes 
18% 

Permitted by Policy 

100% 

75% 

30% 
30% 
30% 
30% 
20% 
40% 

$75 million 
50% 

15% 

50% 
100% 
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