
04/01/15 Regular Meeting Agenda

BOARD OF RETIREMENT
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

“Our mission is to administer the retirement benefits for the members and beneficiaries in a prudent, accurate,
timely and cost-effective manner, while administering fund assets in a manner that achieves investment and

funding objectives within prudent levels of risk”

April 1, 2015

REGULAR MEETING AGENDA MINTUES

Trustees Present:

Laura P. Basua Dr. Rod Coburn, III Vicki Crow
Robert Dowell Eulalio Gomez Steven Jolly

Trustees Absent:

Marion Austin Paul Dictos, CPA

Staff and Service Providers Present:

Mary Ann Rogozinski, Alternate Trustee
Becky Van Wyk, Assistant Retirement Administrator
Elizabeth Avalos, Administrative Services Assistant
Kelly Prinz, Retirement Benefits Manager
Dean Stuckenschmidt, County Counsel

Members of the Public that Addressed the Board:

Ron Madsen, FCERA Member
Graham Schmidt, Cheiron
Anne Harper, Cherion
Jeffrey MacLean, Wurts & Associates
Delia Rojas, Invesco
Max Swango, Invesco
Brooks Monroe, Invesco
John Maschoff, Winslow Capital

1. Call to Order

The meeting was called to order at 8:32 AM.

2. Pledge of Allegiance

Recited.

3. Public Presentations

None.
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4. Consent Agenda

Trustee Coburn pulled Consent Item 4.E. for discussion.

A. March 18, 2015 Retirement Board Regular Meeting Minutes

B. Service Retirements March 2015

C. FCERA Cash Flow as February 28, 2015

D. Educational Report from Trustee Dowell

E. Private Equity and Private Credit Programs Update

Questions and comments from Trustee Coburn were addressed by Jeffrey MacLean, Wurts &
Associates regarding the performance how the actual returns of GSO and CarVal compare to the
returns “pitched” to the Board. Mr. MacLean noted that the timeframe since each was hired has
not been sufficient to properly evaluate them.

A motion was made by Trustee Coburn, seconded by Trustee Gomez, to accept Consent Item 4.E.
as presented. VOTE: Unanimous (Absent – Austin, Dictos)

RECEIVED AND FILED

F. IFM Update

G. KKR Mezzanine Partners Update

H. Loomis Sayles CEO Transition

I. March 4, 2015 Domestic Equity Structure Review Update

A motion was made by Trustee Dowell, seconded by Trustee Gomez, to approve Consent Items
4.A. - 4.D. and 4.F. - 4.I. as presented. VOTE: Unanimous (Absent – Austin, Dictos)

5. Discussion

A. Actuarial Audit Report – RECEIVED AND FILED

Anne Harper and Graham Schmidt of Cheiron began the presentation with a summary of their key
findings and recommendations noting that their independent replication of the June 30, 2014
actuarial valuation found no material difference in calculations of plan liabilities, actuarial value of
assets, and overall contribution rates from the amounts calculated by Segal based on the adopted
assumptions and methods. Cheiron concluded that the valuation prepared by Segal for FCERA as of
June 30, 2014 is reasonable and can be relied on by the Board for its intended purpose.
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Ron Madsen, FCERA Member, expressed concern regarding the Inflation Assumption and inquired
as to how low the rate could reasonably be. Jeffrey MacLean, Wurts & Associates, explained that
the lowest reasonable percentage would be 2%.

Detailed discussions ensued regarding the recommendations, observations and conclusions noted
in the audit. The Board directed that Administration forward the Actuarial Audit Report to the Plan
Sponsors and employee representation groups with a cover letter explaining that the
recommendations included in the report could increase retirement contribution rates if adopted
with the next experience study.

RECEIVED AND FILED

B. Performance and Economic Summary Report and Presentation, Invesco Core Real Estate

The Board heard a presentation from Delia Rojas, Max Swango, and Brooks Monroe of INVESCO
which included a review of the firm’s philosophy, organizational structure, and investment strategy.

Mr. Monroe commented on the market environment and its impact on the Plan’s investment
returns since inception.

The INVESCO team addressed various comments and questions from the Board in regard to the
Plan’s overall investment performance and market environment going forward.

RECEIVED AND FILED

C. Domestic Equity Structure Recommendation

Jeffrey MacLean, Wurts & Associates, opened discussions by reminding the Board that at the
March 4th Regular meeting, Wurts provided an introductory review of the current lineup of large
capitalization domestic equity managers employed by FCERA. The review focused first on broad-
based empirical research regarding the universe of active managers, and then review of the
historical performance of each strategy.

Mr. MacLean recommended consolidating active managers in order to realize lower fees and
increase the probability of achieving higher excess returns. A less tangible but equally important
benefit to consolidation is that by simplifying the portfolio structure, staff and trustees can devote
less attention to ongoing monitoring in order to focus more attention on higher-order issues. The
timing for this change was driven by the transition to a more risk-diversified portfolio structure
with a 10% decrease in the allocation to domestic large cap equity.

Wurts has used what they believe to be an advanced risk modeling solution to illustrate trends in
active risk of FCERA’s four large cap managers and recommends that FCERA consolidate the large
cap growth assets with Waddell & Reed and the large cap value assets with AJO. By repositioning
the portfolio with the higher active risk strategy employed by AJO, alongside the active risk
contribution of Waddell & Reed, Wurts believes that active management will be more impactful to
the overall portfolio. Over a full market cycle, this should enable FCERA to realize more value from
the active managers employed, while simplifying things from a cost structure and operational
perspective.
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The Board heard from John Maschoff of Winslow Capital, FCERA’s current Large Cap Growth Equity
manager who noted that the diversification benefits of FCERA’s current structure remain intact,
even at lower AUM (assets under management) levels and FCERA can accomplish that benefit
without additional costs due to the fee structure that have been negotiated with the managers. Mr.
Mashoff is confident that Winslow will continue to add value to FCERA in the future.

Detailed discussions ensued regarding the pros and cons of consolidating the active managers and
it was noted that the reduced number of managers will decrease the chances that each portfolio’s
performance offsets each other, which can happen when over-diversification leads to a portfolio
that behaves like an index fund, but underperforms on a net of fee basis due to the high fees of
active management. Wurts concluded that the most logical pairing of managers based on the
research and the desire for a higher active risk portfolio will be AJO and Waddell & Reed.

A motion was made by Trustee Jolly, seconded by Trustee Gomez, to consolidate the large cap
growth assets with Waddell & Reed and the large cap value assets with AJO. VOTE: Unanimous
(Absent – Austin, Dictos)

RECEIVED AND FILED; APPROVED

6. Closed Session:

A. Disability Retirement Applications – Personnel Exception – pursuant to G.C. §54957:
1. Tracy Alonzo
2. Mark Bray
3. Sylvia Rodriguez
4. Elmer Cummings

7. Oral Reports:

A. Closed Session

6.A.1. Alonzo – Grant the Applicant service connected disability benefits based on the Findings of
Fact and Decision. M – Gomez. S – Basua. VOTE: Unanimous (Absent – Austin, Dictos)

6.A.2. Bray – Grant the Applicant service connected disability benefits based on the Findings of Fact
and Decision. M – Gomez. S – Jolly. VOTE: Unanimous (Absent – Austin, Dictos)

6.A.3. Rodriguez – Grant the Applicant non-service connected disability benefits based on the
Findings of Fact and Decision. M – Gomez. S – Jolly. VOTE: Unanimous (Absent – Austin,
Dictos)

6.A.4. Cummings – Direction to notify the applicant that the application for service connected
disability benefits will be denied unless the applicant requests a hearing in accordance with
the Policy Re Administrative Proceedings and Appeals to the Board. M – Gomez. S – Jolly.
VOTE: Unanimous (Absent – Austin, Dictos)
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B. FCERA Administration

Becky Van Wyk, Assistant Retirement Administrator, reported on the following:

1. A telephone conference was held earlier in the week with Donald Kendig, Retirement
Administrator, John Navarrette, County Administrative Officer, and legal representatives from
both FCERA and the County, as well as Ms. Van Wyk to discuss the Health Benefit 2 issue.
Details of the discussion were disclosed.

2. Ms. Van Wyk attended a deposition in New York City regarding the Security Litigation Facebook
case.

3. Staff is conducting interviews to fill the Systems and Procedures Analyst position.
4. FCERA currently has an Account Clerk vacancy which will impact responsiveness.
5. One of the Retirement Coordinators is on an extended leave which will impact responsiveness.
6. The FCERA Retiree Handbook is completed and printed. However, Staff does not care for the

colors used on the cover and will be choosing different ones before the next printing.

C. County Counsel

County Counsel had nothing to report.

D. Committee Members – Committee Matters

The Committee Members had nothing to report.

E. Board Members

The Trustees had nothing to report.

There being no further business, the meeting adjourned at 11:21 AM.

Donald C. Kendig, CPA
Secretary to the Board


