ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CALIFORNIA 92701

GOVERNANCE COMMITTEE MEETING
February 8, 2017
9:00 a.m.

AGENDA

Committee: Roger Hilton, Chair; Tom Flanigan, Vice Chair; David Ball; Chris Prevatt

This agenda contains a brief general description of each item to be considered. Except as
otherwise provided by law, no action shall be taken on any item not appearing on the
following agenda.

A. PROPOSED REVISIONS TO OCERS SECURITIES LITIGATION POLICY
Presented by Gina M. Ratto, Chief Legal Officer

Recommendation: Approve and recommend that the Board adopt the revised
OCERS Securities Litigation Policy.

B. OCERS POLICY ON MEMBERSHIP ELIGIBILITY REQUIREMENTS (EXTRA HELP AND
TEMPORARY EMPLOYEES)
Presented by Suzanne Jenike, Assistant CEO and Jeff Rieger, ReedSmith

Recommendation: Approve and recommend that the Board adopt OCERS Board
Policy on Membership Eligibility Requirements.

PUBLIC COMMENTS: At this time the members of the public may address the Committee
regarding an item within the subject matter jurisdiction of the Committee, provided that no action
may be taken on any item not appearing on this agenda unless authorized by law.

COMMITTEE MEMBER COMMENTS
CHIEF EXECUTIVE OFFICER/STAFF COMMENTS

COUNSEL COMMENTS
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NOTICE OF NEXT MEETINGS

INVESTMENT COMMITTEE MEETING
February 22, 2017
9:00 A.M.

ORANGE COUNTY EMPLOYEES RETIREMENT SYSTEM
2223 E. WELLINGTON AVENUE, SUITE 100
SANTA ANA, CA 92701

All supporting documentation is available for public review in the retirement office during
regular business hours, 8:00 a.m. — 5:00 p.m., Monday through Thursday and 8:00 a.m. —
4:30 p.m. on Friday.

It is OCERS' intention to comply with the Americans with Disabilities Act ("ADA") in all
respects. If, as an attendee or participant at this meeting, you will need any special
assistance beyond that normally provided, OCERS will attempt to accommodate your needs
in a reasonable manner. Please contact OCERS via email at adminsupport@ocers.org or call
714-558-6200 as soon as possible prior to the meeting to tell us about your needs and to
determine if accommodation is feasible. We would appreciate at least 48 hours’ notice, if
possible. Please also advise us if you plan to attend meetings on a regular basis.
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Memorandum

DATE: February 8, 2017

TO: Members of the Governance Committee

FROM: Gina M. Ratto, Chief Legal Officer

SUBJECT: PROPOSED REVISIONS TO OCERS SECURITIES LITIGATION POLICY

Recommendation

Approve, and recommend that the Board adopt, the revised OCERS Securities Litigation Policy.

Background/Discussion

The Board of Retirement adopted the OCERS Securities Litigation Policy (Policy) on December 15, 2003. The
Policy was last revised on May 20, 2013; and additional revisions were presented to the Board, pursuant to the
Board'’s regular three-year review schedule, in December 2016. At its December 2016 meeting, the Board
directed staff to present the Policy to the Governance Committee for discussion.

Revisions Proposed to the Board in December 2016

The revisions to the Policy proposed to the Board in December 2016 were designed to assist the Board and staff
in determining when OCERS should take an active role in securities litigation cases and how to handle
settlement offers in cases where OCERS must approve or reject a settlement offer:

e With the increase in international securities litigation, staff should examine cases closely to minimize
exposure to adverse costs and other liabilities that may arise in non-U.S. venues. Staff will vet cases and
bring meritorious cases to the Board with an explanation of anticipated risks and rewards of the
litigation. (See proposed addition of paragraph 5.A.9 under section titled, “Staff Analysis Regrading
OCERS’ Direct Participation.”)

e With respect to settlements, there are occasions when a decision on a settlement must be made in a
time frame that does not allow staff to bring the proposed settlement to the Board for review and
approval. Staff recommends that the CEO, after consultation with internal and external legal counsel,
be empowered to approve and enter into a settlement on behalf of OCERS in securities litigation
matters. Staff will then report the settlement to the Board. This structure will allow a more nimble
response to settlement offers and protect confidentiality when required to accomplish the settlement.
(See proposed addition of a new section titled, “Settlements” and paragraphs 9, 10 and 11 thereunder.)

Revisions Requested by the Board in December 2016

At its December 19, 2016 meeting, the Board asked that staff add, and present to the Governance Committee
for consideration, revisions to the Policy to include a maximum term for contracts with securities litigation
monitoring firms, so that Requests for Proposals (RFP) for these contracts are regularly released.

A. PROPOSED REVISIONS TO OCERS SECURITIES LITIGATION POLICY 1of2
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e Staff proposes adding a provision to the Policy that states that OCERS’ contracts with securities
monitoring firms will be for terms not exceeding six years, and prior to the expiration of the six year
term, the CEO or his or her designee will conduct an RFP. (See new paragraph 6 under the section titled,
“Monitoring and Reporting.”)

In addition, the Chief Legal Officer will work with the CEO to ensure an RFP for securities litigation monitoring
services is released during the first half of 2017.

Attachments

Submitted by:

Gina M. Ratto
Chief Legal Officer

A. PROPOSED REVISIONS TO OCERS SECURITIES LITIGATION POLICY 20f2
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OCERS Board Policy
Securities Litigation Policy

Purpose and Background

1. The Securities Litigation Policy was implemented to assist the Board of Retirement and OCERS staff
in identifying and tracking securities litigation cases in which OCERS may have an interest. The Legal
department willStaff track and analyze litigation andte advise the Board regarding direct
involvement by OCERS and inform the Board of recovered funds. The Securities Litigation Policy
assists the Board in its duty to protect trust funds and provide benefits to participants in the
pension or retirement system and their beneficiaries and defraying reasonable expenses of
administering the system (Cal. Const. Art. XVI, § 17).

Monitoring and Reporting

2. Legal department will monitor and prepare reports listing new securities litigation case filings in

which OCERS has identified losses;-rew-case-filingsin-which-there-are-no-identifiedlosses; and case

settlements on a monthly basis. OCERS will engage firms specializing in securities litigation
monitoring to assist the Legal department with these responsibilities.

2:3.The reports will identify the name of the security, the class period, OCERS’ identified losses, and the
claims filing deadlines.

Information on case filings and settlements will be obtained from:
a. Internet sites;

b. Print and electronic publications;

c. Firms specializing in securities litigation monitoring;

d. Custodian Bank;

e. Any other reliable source of information.

3-4.Legal department will provide the reports to the Investment division staff at the beginning of each |
month.

5. The reports will also include a list of new cases in which OCERS’ estimated losses exceed |
$1,000,000.00 as identified by OCERS’ securities litigation monitoring firms. This list will include a
brief analysis of the merits of the litigation.

4.6.The contracts with securities monitoring firms will be for terms not exceeding six years. Prior to the
expiration of the six year term, the Chief Executive Officer or his or her designee will conduct an
RFP.

Securities Litigation Policy 1of4
Adopted Date December 15, 2003
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OCERS Board Policy
Securities Litigation Policy

Staff Analysis Regarding OCERS’ Direct Participation

5-7.For claims under $1,000,000.00, OCERS will not consider taking an active role in the litigation unless
OCERS cannot recover without active participation. The factors used in determining whether OCERS
should take an active role in securities litigation cases are listed below under subsection A. If a loss
over $1,000,000.00 is incurred closely preceding or closely following the published claims period,
staff will proceed as set forth below under subsection B. If the Legal departmentstaff determines
that direct participation is warranted under subsection A or a request should be made to revise the
claims period under subsection B, the Legal departmentstaff will prepare an appropriate analysis of
the case for presentation to the Board. Other cases will be monitored under subsection C.

A. Factors to consider for losses incurred during the claims period:
1. The size of the loss;
2. The identity of the lead plaintiff and other parties, if known;
3. The merits of the case, both from a legal perspective and a business perspective;

4. The likely degree of recovery versus the time and costs involved in pursuing the matter
actively;

5. Impact on the portfolio from potential trading restrictions arising from acquisition of inside
information in litigation;

6. Effectiveness of potential alternatives for recovering the value of the claim, such as filing a
claim and monitoring;

N

The effectiveness and availability of potential witnesses and ability for the investment staff
and fund managers to respond to requested discovery;

8. Whether active involvement of OCERS would add value to the potential resolution or
management of the case;

8.9.The forum and choice of law for the case. Active participation in foreign securities actions
will be examined on a case-by-case basis, and the Legal departmentstaff will present
meritorious foreign cases to the Board to determine whether the potential recovery in such
cases is sufficient to warrant participaton and whether the funding arrangement is
sufficient to protect OCERS from adverse cost claims.-

B. Ifalossin excess of $1,000,000.00 is identified closely preceding or following the claims period
at issue in a case, the Legal departmentstatf will seek advice regarding adjustment of the claims
period from retained securities litigation firms. If warranted, the Legal departmentstatf will
prepare a recommendation to the Board to request that the claims period be expanded to
include OCERS’ loss, based upon the length of time preceding or following the claims period
and the size of the loss. The Legal department will contact the plaintiffs if a decision is made to
request an expansion of the claims period.

C. Ifalossis suffered by OCERS, but the claim does not warrant active participation in the
litigation, as determined pursuant to subsection 5 A or B above, the Legal departmentstaff will
monitor the case and coordinate with the Custodian Bank to ensure that a claim is filed on any

Securities Litigation Policy 2 of4
Adopted Date December 15, 2003
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OCERS Board Policy
Securities Litigation Policy

settlement within the necessary claims period. The Legal departmentstaff will track claims filed
by the Custodian Bank and provide a summary report of claims filed and funds recovered to the
Board semi-annually.

OCERS Direct Participation

6.

o0

If further action is required as a result of the analysis performed pursuant to paragraph 5 A or B
above, General CounselChief Legal Officer and the Chief Investment Officer shall inform the Chief
Executive Officer of their analysis. The Gereral-CounselChief Legal Officer, Chief Investment Officer,
and Chief Executive Officer will jointly determine what recommendation to present to the Board of
Retirement. If necessary, a Special Board meeting may be scheduled to discuss whether and to
what extent OCERS will actively participate in litigation.

Securities Litigation law firms on OCERS’ pre-approved panel are to be used for preparation of in-
depth damages analyses and/or for representation in litigation. Other firms may be used for
representation in litigation when firms on the OCERS’ pre-approved panel are not involved in the
litigation. Final approval of firms will rest with the Board of Retirement. The determination of which
cases warrant an in-depth damages analysis will be made by the Legal departmentstatf in
accordance with this policy. The determination of which cases will proceed to litigation on OCERS’
behalf will be made by the Board in accordance with this policy.

In cases where a filing deadline will pass prior to the date of the next available Board meeting, the

Legal departmentstaff may, upon approval by the Chief Executive Officer, authorize filing of a case
or lead plaintiff petition. Such filing shall be provisional and subject to ratification by the Board at
the next available Board meeting.

Settlements

9.

In cases in which OCERS takes a direct role and a settlement is presented by the firm representing

10.

OCERS, the Legal department will inform the Chief Executive Officer and the Chief Investment
Officer of the settlement terms. The Legal department’s analysis will include the total amount of
the proposed recovery, proposed costs and fees paid to attorneys, percentage of recovery of
OCERS identified losses, analysis from the firm representing OCERS, and any other relevant
information pertaining to the settlement.

Upon receipt of the Legal department’s analysis, the Chief Executive Officer, in consultation with

the Chief Investment Officer, Chief Legal Officer, and other relevant Investment and Legal
department staff, may authorize Legal department to convey OCERS’ decision regarding the
settlement to litigation counsel. The Chief Executive Officer may also consult with the Board Chair
and Vice Chair regarding the merits of the settlement and decide whether to present the
settlement proposal to the full Board.

8:11. Settlements of cases in which OCERS takes an active role shall be reported to the Board in

public meetings as appropriate.

Securities Litigation Policy

Adopted Date December 15, 2003
Last Revised May-20,-2643March 20, 2017 8/35

3 of4




OCERS Board Policy
Securities Litigation Policy

Policy History

9.12. The Board adopted this policy on December 15, 2003. The Board amended this policy on

December 20, 2004; —Fhe-Board reviewed this policy with no changes on March 24, 2008; and—Fhe-

Beard amended this policy on August 24, 2009,—Fhe-Board-amended-thispeliey-en May 20, 2013
and March 20, 2017.

Secretary’s Certificate

I, the undersigned, the duly appointed Secretary of the Orange County Employees Retirement System,
hereby certify the adoption of this policy.

5/20/2013.3/20/2017

Steve Delaney Date
Secretary of the Board

Securities Litigation Policy 4 of4
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OCERS Board Policy
Securities Litigation Policy

Purpose and Background

1.

The Securities Litigation Policy was implemented to assist the Board of Retirement and OCERS staff
in identifying and tracking securities litigation cases in which OCERS may have an interest. The Legal
department will track and analyze litigation and advise the Board regarding direct involvement by
OCERS and inform the Board of recovered funds. The Securities Litigation Policy assists the Board in
its duty to protect trust funds and provide benefits to participants in the pension or retirement
system and their beneficiaries and defraying reasonable expenses of administering the system (Cal.
Const. Art. XVI, § 17).

Monitoring and Reporting

2. Legal department will monitor and prepare reports listing new securities litigation case filings in
which OCERS has identified losses and case settlements on a monthly basis. OCERS will engage
firms specializing in securities litigation monitoring to assist the Legal department with these
responsibilities.

3. The reports will identify the name of the security, the class period, OCERS' identified losses, and the
claims filing deadlines.

Information on case filings and settlements will be obtained from:
a. Internet sites;

b. Print and electronic publications;

c. Firms specializing in securities litigation monitoring;

d. Custodian Bank;

e. Any other reliable source of information.

4. Legal department will provide the reports to the Investment division staff at the beginning of each
month.

5. The reports will also include a list of new cases in which OCERS’ estimated losses exceed
$1,000,000.00 as identified by OCERS’ securities litigation monitoring firms. This list will include a
brief analysis of the merits of the litigation.

6. The contracts with securities monitoring firms will be for terms not exceeding six years. Prior to the
expiration of the six year term, the Chief Executive Officer or his or her designee will conduct an
RFP.

Securities Litigation Policy 1of4
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Staff Analysis Regarding OCERS’ Direct Participation

7. For claims under $1,000,000.00, OCERS will not consider taking an active role in the litigation unless
OCERS cannot recover without active participation. The factors used in determining whether OCERS
should take an active role in securities litigation cases are listed below under subsection A. If a loss
over $1,000,000.00 is incurred closely preceding or closely following the published claims period,
staff will proceed as set forth below under subsection B. If the Legal department determines that
direct participation is warranted under subsection A or a request should be made to revise the
claims period under subsection B, the Legal department will prepare an appropriate analysis of the
case for presentation to the Board. Other cases will be monitored under subsection C.

A. Factors to consider for losses incurred during the claims period:

1.

2
3.
4

The size of the loss;
The identity of the lead plaintiff and other parties, if known;
The merits of the case, both from a legal perspective and a business perspective;

The likely degree of recovery versus the time and costs involved in pursuing the matter
actively;

Impact on the portfolio from potential trading restrictions arising from acquisition of inside
information in litigation;

Effectiveness of potential alternatives for recovering the value of the claim, such as filing a
claim and monitoring;

The effectiveness and availability of potential witnesses and ability for the investment staff
and fund managers to respond to requested discovery;

Whether active involvement of OCERS would add value to the potential resolution or
management of the case;

The forum and choice of law for the case. Active participation in foreign securities actions
will be examined on a case-by-case basis, and the Legal department will present
meritorious foreign cases to the Board to determine whether the potential recovery in such
cases is sufficient to warrant participaton and whether the funding arrangement is
sufficient to protect OCERS from adverse cost claims.

B. Ifalossin excess of $1,000,000.00 is identified closely preceding or following the claims period
at issue in a case, the Legal department will seek advice regarding adjustment of the claims
period from retained securities litigation firms. If warranted, the Legal department will prepare
a recommendation to the Board to request that the claims period be expanded to include
OCERS’ loss, based upon the length of time preceding or following the claims period and the
size of the loss. The Legal department will contact the plaintiffs if a decision is made to request
an expansion of the claims period.

C. Ifalossis suffered by OCERS, but the claim does not warrant active participation in the
litigation, as determined pursuant to subsection 5 A or B above, the Legal department will
monitor the case and coordinate with the Custodian Bank to ensure that a claim is filed on any

Securities Litigation Policy 2 of4
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settlement within the necessary claims period. The Legal department will track claims filed by
the Custodian Bank and provide a summary report of claims filed and funds recovered to the
Board semi-annually.

OCERS Direct Participation

6. If further action is required as a result of the analysis performed pursuant to paragraph 5 Aor B
above, Chief Legal Officer and the Chief Investment Officer shall inform the Chief Executive Officer
of their analysis. The Chief Legal Officer, Chief Investment Officer, and Chief Executive Officer will
jointly determine what recommendation to present to the Board of Retirement. If necessary, a
Special Board meeting may be scheduled to discuss whether and to what extent OCERS will actively
participate in litigation.

7. Securities Litigation law firms on OCERS’ pre-approved panel are to be used for preparation of in-
depth damages analyses and/or for representation in litigation. Other firms may be used for
representation in litigation when firms on the OCERS’ pre-approved panel are not involved in the
litigation. Final approval of firms will rest with the Board of Retirement. The determination of which
cases warrant an in-depth damages analysis will be made by the Legal department in accordance
with this policy. The determination of which cases will proceed to litigation on OCERS’ behalf will be
made by the Board in accordance with this policy.

8. In cases where a filing deadline will pass prior to the date of the next available Board meeting, the
Legal department may, upon approval by the Chief Executive Officer, authorize filing of a case or
lead plaintiff petition. Such filing shall be provisional and subject to ratification by the Board at the
next available Board meeting.

Settlements

9. In cases in which OCERS takes a direct role and a settlement is presented by the firm representing
OCERS, the Legal department will inform the Chief Executive Officer and the Chief Investment
Officer of the settlement terms. The Legal department’s analysis will include the total amount of
the proposed recovery, proposed costs and fees paid to attorneys, percentage of recovery of
OCERS identified losses, analysis from the firm representing OCERS, and any other relevant
information pertaining to the settlement.

10. Upon receipt of the Legal department’s analysis, the Chief Executive Officer, in consultation with
the Chief Investment Officer, Chief Legal Officer, and other relevant Investment and Legal
department staff, may authorize Legal department to convey OCERS’ decision regarding the
settlement to litigation counsel. The Chief Executive Officer may also consult with the Board Chair
and Vice Chair regarding the merits of the settlement and decide whether to present the
settlement proposal to the full Board.

11. Settlements of cases in which OCERS takes an active role shall be reported to the Board in public
meetings as appropriate.

Securities Litigation Policy 3 of4
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Policy History

12. The Board adopted this policy on December 15, 2003. The Board amended this policy on December
20, 2004; reviewed this policy with no changes on March 24, 2008; and amended this policy on
August 24, 2009, May 20, 2013 and March 20, 2017.

Secretary’s Certificate

I, the undersigned, the duly appointed Secretary of the Orange County Employees Retirement System,
hereby certify the adoption of this policy.

3/20/17
Steve Delaney Date
Secretary of the Board
Securities Litigation Policy 4 of4
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Memorandum

DATE: February 8, 2017

TO: Members of the Governance Committee

FROM: Suzanne Jenike, Assistant CEO and Jeff Rieger, Reed Smith LLP

SUBJECT: OCERS Policy on Membership Eligibility Requirements (Extra Help and Temporary Employees)

Recommendation

Approve and recommend that the Board adopt OCERS Board Policy on Membership Eligibility Requirements
(Policy) (copy attached), as a clarification of OCERS’ existing Regulations (copy attached).

Background/Discussion

Public retirement benefits “are established for a public reason and may not be waived by private agreement.”
Metropolitan Water District v. Superior Court (2004) 32 Cal.4th 491, 507. Thus, a person who meets the
requirements of enrollment must be enrolled, absent a statutory exception. /d. at 500-01.

Under the County Employees’ Retirement Law, generally speaking, all full-time officers and employees of OCERS
participating employers must become members of OCERS (see Gov't Code §§ 31551, 31552, 31554 and 31557).
Under CERL section 31527(e), however, OCERS’ Regulations may include provisions “for the exemption or
exclusion ... from membership altogether ... of persons whose tenure is temporary, seasonal, intermittent, or for
part time only.” OCERS’ existing Regulations provide for the exclusion of employees who (a) are designated
“part-time” and work less than half time, and/or (b) are designated “extra-help.”

The Board determined last year that it should provide clarification regarding the proper designation of “extra-
help” employees for the purposes of administering OCERS’ Regulations, and delegated this task to the
Governance Committee.

Staff and Fiduciary Counsel provided draft language to the Governance Committee on August 17, 2016. At that
meeting, the Committee directed staff to meet with a working group of employer and labor representatives to

refine the language for the Policy. The working group met several times in 2016 and most recently on January

25,2017. In addition, Staff received further input from the Governance Committee on September 22, 2016.

Staff and Fiduciary Counsel now present a proposed Policy that they believe is generally acceptable to all parties
who participated in the working group. Those parties also have been encouraged to raise any remaining
concerns they may have for discussion at the Governance Committee’s February 8, 2017 meeting.

Staff and Fiduciary Counsel believe that the terms of the proposed Policy merely clarify OCERS’ existing
Regulations, which do not adequately define “extra-help;” and therefore formal amendment of the Regulations
is not necessary. In addition, because other unrelated amendments to the Regulations will be brought to the

B. OCERS Policy on Membership Eligibility Requirements (Extra Help and Temporary Employees) 1o0f2
Governance Committee Meeting 02-08-2017
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Board for consideration in the near future, Staff and Fiduciary Counsel recommend that the Board adopt the
proposed Policy now and revisit the question of whether to propose formal amendments of OCERS’ Regulations
to include the terms of the Policy when the Board considers the other amendments to the Regulations.

Staff recommends an effective date of the Policy of either July 1, 2017 or January 1, 2018; depending upon how
much time the participating employers believe they need to modify their systems to track the information that
will be necessary to ensure compliance with the Policy.

Submitted by:

S.J.— APPROVED
Suzanne Jenike, Assistant CEO
Jeff Rieger, Reed Smith LLP

B. OCERS Policy on Membership Eligibility Requirements (Extra Help and Temporary Employees) 20f2
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OCERS Board Policy
Membership Eligibility Requirements

Purpose and Background

1. The Orange County Employees Retirement System (OCERS, System or Plan) is charged with

administering a defined benefit pension plan for eligible employees of the County and Districts who
participate in the Plan (each a Participating Employer). The purpose of this Policy regarding
Membership Eligibility Requirements (Policy) is to clarify the rules that the System will use as a
basis for determining the eligibility of persons to be members of the System.

Policy Objectives

2.

All persons eligible to be members of the System who have not executed a lawful waiver of
membership (e.g., elected officials and members entering employment after age 60) must be
enrolled in the System. Conversely, persons ineligible for membership in the System must be
excluded from membership. The objective of this Policy is to clarify existing law (Government Code
sections 31550, et. seq.) and OCERS’ regulations with respect to the persons who are eligible for
membership in OCERS.

Roles and Responsibilities

3.

Each Participating Employer is responsible for determining, in accordance with this Policy, which of
the Participating Employer’s employees are eligible for membership in OCERS and is responsible for
enrolling those eligible employees into OCERS membership.

Policy Guidelines

4. The following employees of a Participating Employer are eligible to participate and shall be enrolled

in the Plan:
Any employee of the Participating Employer who is:

a. Hired with the expectation of employment for more than one year and at least 1,040 hours per
year, or who is actually employed for more than one year and at least 1,040 hours per year for
at least one of those years; and

b. Not expressly excluded from membership under Paragraph 5 below.

5. The following employees of a Participating Employer are ineligible to participate and shall not be

enrolled in the Plan:

Any employee of the Participating Employer who:

a. lIs aretired member who satisfies the requirements of Government Code section 7522.56 to
serve a Participating Employer without reinstatement from retirement; or

b. Has executed a lawful waiver of membership (e.g., elected officials and members entering
employment after age 60); or

c. Is hired with the expectation of employment for less than 1,600 hours per year, is actually
employed for less than 1,600 hours in every year, and is classified as “extra help” by the
Participating Employer because he or she works in a position that:

B1. Membership Eligibility Requirements Policy 1of3
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OCERS Board Policy
Membership Eligibility Requirements

1. Requires professional or highly technical skills;

2. Is designated “intern” (entry level and consistent with the Participating
Employer’s salary resolution or comparable classification scheme);

3. Is designated “seasonal” (works in less than seven calendar months per year); or
4. Is designated “intermittent” (works on an irregular, as-needed basis).

6. The Board may grant exceptions to the requirements of Paragraphs 4 and 5 if the Board
determines that doing so is consistent with the intent of this Policy and is fair to all parties. For
example:

a. The Board may consider an employee’s preference not to be enrolled as a member of
OCERS, even though that preference alone does not justify exclusion from OCERS
membership; and

b. The Board may consider whether an employee’s work hours exceeded the relevant
maximum due to administrative oversight.

7. When a Participating Employer fails to comply with the requirements of Paragraphs 4 and 5,
and the Board does not grant an exception under Paragraph 6, the Board will exercise its
discretion to determine an appropriate correction procedure based on the facts of each case.

8. For purposes of Paragraphs 4 and 5, the term “year” refers to a fiscal year or a calendar year,
whichever is used by the Participating Employer for employment purposes.

9. A Participating Employer that temporarily employs an individual (i) who previously was the
employee of a labor supplier with which the Participating Employer contracted, and (ii) who
would otherwise be excluded from OCERS membership under this Policy, will be permitted to
exclude the individual from OCERS membership for a period of up to one year. The Board will
consider requests for exceptions from the requirements of this paragraph based on the facts of
each case, but will not extend the one-year period for excluding the employee from OCERS
membership by more than one additional year.

10. The Board shall periodically audit, pursuant to Government Code section 31543, each
Participating Employer’s payroll practices to assure compliance with this Policy.

Policy Review

11. The Board will review this Policy at least every three (3) years to ensure that it remains relevant
and appropriate.

Policy History
12. This Ppolicy was adopted by the Board of Retirement on MONTH, DATE, YEAR.

B1. Membership Eligibility Requirements Policy 20of3
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Secretary’s Certificate

I, the undersigned, the duly appointed Secretary of the Orange County Employees Retirement System,
hereby certify the adoption of this policy.

Steve Delaney Date
Secretary of the Board

B1. Membership Eligibility Requirements Policy 30of3
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OCERS Board Policy
Membership Eligibility Requirements

Purpose and Background

1. The Orange County Employees Retirement System (OCERS, System or Plan) is charged with

administering a defined benefit pension plan for eligible employees of the County and Districts who
participate in the Plan (each a Participating Employer). The purpose of this Policy regarding
Membership Eligibility Requirements (Policy) is to clarify the rules that the System will use as a
basis for determining the eligibility of persons to be members of the System.

Policy Objectives

2.

All persons eligible to be members of the System who have not executed a lawful waiver of
membership (e.g., elected officials and members entering employment after age 60) must be
enrolled in the System. Conversely, persons ineligible for membership in the System must be
excluded from membership. The objective of this Policy is to clarify existing law (Government Code
sections 31550, et. seq.) and OCERS’ regulations with respect to the persons who are eligible for
membership in OCERS.

Roles and Responsibilities

3.

Each Participating Employer is responsible for determining, in accordance with this Policy, which of
the Participating Employer’s employees are eligible for membership in OCERS and is responsible for
enrolling those eligible employees into OCERS membership.

Policy Guidelines

4. The following employees of a Participating Employer are eligible to participate and shall be enrolled

in the Plan:
Any employee of the Participating Employer who is:

a. Hired with the expectation of employment for more than one year and at least 1,040 hours per
year, or who is actually employed for more than one year and at least 1,040 hours per year for
at least one of those years; and

b. Not expressly excluded from membership under Paragraph 5 below.

5. The following employees of a Participating Employer are ineligible to participate and shall not be

enrolled in the Plan:

Any employee of the Participating Employer who:

a. lIs aretired member who satisfies the requirements of Government Code section 7522.56 to
serve a Participating Employer without reinstatement from retirement; or

b. Has executed a lawful waiver of membership (e.g., elected officials and members entering
employment after age 60); or

c. Is hired with the expectation of employment for less than 1,600 hours per year, is actually
employed for less than 1,600 hours in every year, and is classified as “extra help” by the
Participating Employer because he or she works in a position that:
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1. Requires professional or highly technical skills;

2. Is designated “intern” (entry level and consistent with the Participating
Employer’s salary resolution or comparable classification scheme);

3. Is designated “seasonal” (works in less than seven calendar months per year); or
4. Is designated “intermittent” (works on an irregular, as-needed basis).

6. The Board may grant exceptions to the requirements of Paragraphs 4 and 5 if the Board
determines that doing so is consistent with the intent of this Policy and is fair to all parties. For
example:

a. The Board may consider an employee’s preference not to be enrolled as a member of
OCERS, even though that preference alone does not justify exclusion from OCERS
membership; and

b. The Board may consider whether an employee’s work hours exceeded the relevant
maximum due to administrative oversight.

7. When a Participating Employer fails to comply with the requirements of Paragraphs 4 and 5,
and the Board does not grant an exception under Paragraph 6, the Board will exercise its
discretion to determine an appropriate correction procedure based on the facts of each case.

8. For purposes of Paragraphs 4 and 5, the term “year” refers to a fiscal year or a calendar year,
whichever is used by the Participating Employer for employment purposes.

9. A Participating Employer that temporarily employs an individual (i) who previously was the
employee of a labor supplier with which the Participating Employer contracted, and (ii) who
would otherwise be excluded from OCERS membership under this Policy, will be permitted to
exclude the individual from OCERS membership for a period of up to one year. The Board will
consider requests for exceptions from the requirements of this paragraph based on the facts of
each case, but will not extend the one-year period for excluding the employee from OCERS
membership by more than one additional year.

10. The Board shall periodically audit, pursuant to Government Code section 31543, each
Participating Employer’s payroll practices to assure compliance with this Policy.

Policy Review

11. The Board will review this Policy at least every three (3) years to ensure that it remains relevant
and appropriate.

Policy History
12. This Policy was adopted by the Board of Retirement on MONTH, DATE, YEAR.
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Secretary’s Certificate

I, the undersigned, the duly appointed Secretary of the Orange County Employees Retirement System,
hereby certify the adoption of this policy.

Steve Delaney Date
Secretary of the Board
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