
06/05/13 Regular Meeting Minutes 

BOARD OF RETIREMENT 
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

 
June 5, 2013 

 
Trustees Present: 
 
 Marion Austin  Laura P. Basua  Alan Cade, Jr. 
 Judith G. Case  Dr. Rod Coburn  Vicki Crow 
 Eulalio Gomez  Steven Jolly   Regina Wheeler 
 
Others Present: 
 
 Bob Dowell, FCERA Member 
 Jeffrey MacLean, Wurts & Associates 
 Attorney Jeffrey Rieger, Reed Smith 
 Art Wille, Deputy County Counsel 
 Phillip Kapler, Retirement Administrator 
 Kelly Prinz, Retirement Benefits Manager 

Conor Hinds, Supervising Accountant 
Elizabeth Cervantes, Office Assistant 

 
1. Call to Order 

 
Chair Coburn called the meeting to order at 8:31 AM. 
 

2. Pledge of Allegiance  
 
Recited. 
 

3. Presentation of Plaque to John P. Souza for over 14 years of dedicated service on the 
Board of Retirement  of the Fresno County Employees’ Retirement Association. 
 
Mr. Souza was presented with a Plaque and thanked for his years of dedicated service. Mr. 
Souza thanked the Board. 
 

4. Public Presentations  
 

None. 
 
Consent Agenda/Opportunity for Public Comment 
 

Trustee Case pulled Consent Items 11, 12, and 17 for discussion. Chair Coburn pulled 
Consent Item 6 for a separate vote and Trustee Jolly pulled Consent Item 18 for discussion. 
 
At the request of Personnel Committee Chair Austin, Chair Coburn Tabled Closed Session 
Item 33.A. until the June 19, 2013 Regular meeting.  

  
A motion was made by Case, seconded by Crow, to Accept Consent Items 5, 7, 8, 9, 10, 
13, 14, 16, and 19 as presented. VOTE: Unanimous  
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*5. Approve the May 1, 2013 Retirement Board Regular Meeting Minutes  
 

RECEIVED AND FILED; APPROVED 
 

*6. Approve the May 9, 2013 Retirement Board Budget Committee Meeting Minutes  
 

 A motion was made by Trustee Jolly (member of the Budget Committee), seconded by 
Trustee Case (member of the Budget Committee), to Approve the Budget Committee 
meeting minutes as presented. VOTE: Unanimous 

 

RECEIVED AND FILED; APPROVED 
 

*7. Retirements 
 

RECEIVED AND FILED; APPROVED 
   

Bonnie L. Audas FMAAA 13.76 
Leslie K. Bjerke California Superior Court 31.79 
Marilyn Castanon VMC, Deferred 4.56 
Larry Davis Sheriff 21.34 
Charnjeet K. Dosanjh Community Health, Deferred 1.05 
Lisa Gessner Dept of Social Services 13.19 
Linda J. Goff Library, Deferred 3.56 
Corazon Gomez Community Health 29.77 
Kathy L. Lusk Sheriff, Deferred 6.40 
Linda Orrante Dept of Social Services, Deferred 8.06 
Diana S. Panoo County Counsel 14.60 
Susan Ramos Dept of Social Services 23.95 
Mark Ratliff Sheriff, Deferred 2.23 
Ruperto Reyes, Jr. Behavioral Health, Deferred 12.55 
Julie Saldana Dept of Social Services, Deferred 6.47 
Cynthia R. Schuler VMC, Deferred 11.56 
Juanita Serna CA Superior Court, Deferred 24.81 
Charles T. Smith General Services 13.27 
Leslie J. Stephens Probation 14.81 
Sina M. Thomas Dept of Social Services, Deferred 5.10 
John M. Villazon  Behavioral Health 23.93 
Ernest A. Vitovec Library 12.73 
Daniel R. Ybarra Sheriff, Deferred 1.53 
Judy M. Yoshida ITSD 38.58 
   

*8. Disability Retirements  
 

RECEIVED AND FILED; APPROVED 
 

Ronald M. Munarolo Sheriff 12.78 
   

*9. Public Records Requests and/or Retirement Related Correspondence from Tashayla 
Billington, Mastagni Law; Natalie Kowalski, IPREO; and Eric Davis, Transparent 
California  

 

RECEIVED AND FILED 



3 

06/05/13 Regular Meeting Minutes 

 
*10. Educational Reading Material  
 

RECEIVED AND FILED 
 

• March 26, 2013 Fresno Bee article – Crux of Stockton trial is pensions 
• March 26, 2013 Fresno Bee article – Judge, city hear creditor views 
• April 14, 2013 CALAPRS survey – 37 Act Funding Survey 
• April 17, 2013 Jerilou H. Cossack report – PERB Case No. SA-IM-116-M 

 
*11. Correspondence from Ron Madsen, FCERA Member, regarding inflation assumption 

methodology 
 
 Trustee Case thanked Ron Madsen for his letter and requested that Administration forward it 

to the FCERA actuaries for input. Administration agreed. 
 
 A motion was made by Trustee Gomez, seconded by Trustee Case, to Accept Item 11 as 

presented with the noted direction. VOTE: Unanimous  
 

RECEIVED AND FILED 
 

*12. Report from Chair Coburn on his attendance at the International Foundation Portfolio 
Concepts and Management Course in Philadelphia, PA  

 
 In addition to his written report, Chair Coburn gave verbal presentation on his attendance at 

the International Foundation Portfolio Concepts and Management Course. 
 
 A motion was made by Trustee Case, seconded by Trustee Crow, to Accept Item 12 as 

presented. VOTE: Unanimous  
 

RECEIVED AND FILED 
 

*13. Most recent investment returns, performance summaries and general investment 
information from investment managers  

 
RECEIVED AND FILED 

 
*14. FCERA Cash Flow position as of April 2013  
 

RECEIVED AND FILED 
 
*15. Western Asset Management Company Separate Account Core Plus Fixed Income 

Assignment  
 

RECEIVED AND FILED 
 
*16. Update regarding the revised fee arrangement for Research Affiliates  
 

RECEIVED AND FILED 
 



4 

06/05/13 Regular Meeting Minutes 

 
*17.  Primary Fiduciary Insurance Coverage – May 31, 2013 through May 31, 2014  
 

At the request of Trustee Case, Phillip Kapler, Retirement Administrator, gave a brief 
explanation of the “waivers of recourse” portion of the Primary Fiduciary Insurance Coverage 
noting that it is an “add-on” which exempts personal assets from being attached in a fiduciary 
law suit.   

 
A motion was made by Trustee Gomez, seconded by Trustee Basua, to Accept Item 17 
as presented. VOTE: Unanimous 

 
RECEIVED AND FILED; APPROVED 

 
*18. Travel request from Trustee Basua to attend the Wurts & Associates Client Summit on 

July 18, 2013 in Seattle, WA  
 
 Trustee Jolly noted that he had registered for the Wurts & Associates Client Summit but could 

not recall if he had submitted a formal request and requested that the Board consider his 
request at this time. 

 
 A motion was made by Trustee Jolly, seconded by Trustee Gomez, to Approve Item 18 

as presented and to Approve Trustee Jolly’s request as well. VOTE: Unanimous 
 

RECEIVED AND FILED; APPROVED 
 
*19  Request from Retired Employees of Fresno County (REFCO) recommendation to 

appoint a Retiree Alternate representative to the Board of Retirement  
 
 RECEIVED AND FILED; APPROVED 
 
 Chair Coburn welcomed Robert Dowell, newly appointed Alternate Retiree Trustee, to the 

Board. Mr. Dowell thanked the Board. 
 

Jeffrey MacLean, Wurts & Associates, requested that the Board hear Item 25 at this time. The 
Board agreed. 

 
25. Discussion and appropriate action on Asset Liability Study and Timeline on further 

education 
 
 Jeffrey MacLean, Wurts & Associates, briefly reviewed the Asset Liability Study timeline noting 

that the Board will hear two separate presentations on Capital Market Assumptions and Market 
Forecasting at today’s meeting. In addition, the timeline calls for informational sessions on Risk 
Parity and Tail Risk Hedging in August 2013. 

 
 The August 2013 sessions will provide more information on diversifying portfolios based on 

risk, rather than asset classes, and will walk through the mechanics of tail risk hedging as a 
means to mitigating large portfolio losses. 

 
NO ACTION TAKEN 
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20. Research Affiliates Capital Markets Expectations presented by Jason Hsu and Lisa Higa  
 

The Board heard a presentation from Lisa Higa and Jason Hsu of Research Affiliates which 
included a review of the firm’s philosophy, organizational structure, and investment strategy. 
 
Mr. Hsu commented on the historical capital markets returns and a look at the future as it 
relates to debt, demographics and deficit. In addition, Mr. Hsu commented on current 
opportunities which also included discussions on debt, demographics and deficit as well as 
potential future headwinds. 
 
Mr. Hsu presented, for the Board’s consideration, several “paths” to improved return potential 
which included considering other asset classes, seeking alpha conservatively or aggressively, 
actively managing the asset mix, and enhancing portfolio efficiency by amplifying some risks 
while reducing others. Mr. Hsu noted that the all the noted paths could be pursed in parallel. 
 
Questions and comments followed regarding the Board’s current relationship with Research 
Affiliates and their capital markets expectations going forward, various investment strategies, 
and the fund’s current assumed rate of return. 
 
 ACTION TAKEN - RECEIVED AND FILED 

 
 Trustee Wheeler departed at 10:15 AM. 
 
21. Wurts & Associates 2013 Capital Market Assumptions presented by Jeffrey MacLean 

 
Jeffrey MacLean, Wurts & Associates (Wurts), began the presentation with an overview of the 
methodologies used to determine Wurts’ capital market return assumptions. Mr. MacLean 
noted that Wurts’ approach to forecasting expected asset class returns is based on a 
combination of underlying macroeconomic conditions, valuations, historical analysis of relative 
value and some objective analysis and is consistent and similar to that of Research Affiliates. 
 
Mr. MacLean concluded his presentation with an overview on the 2013 ten-year return forecast 
for each of the fund’s various asset classes as well as a review of the return expectations from 
2012 – 2013 noting and discussing any significant changes.  
 
Questions and comments followed regarding Wurts’ capital markets expectations going 
forward, various investment strategies and associated risks, and the fund’s current assumed 
rate of return and its impact on employer/employee contribution rates and the fund’s funding 
status going forward. 
 
NO ACTION TAKEN - RECEIVED AND FILED 

 
22. Presentation of the March 31, 2013 Quarterly Research Report presented by Jeffrey 

MacLean, Wurts & Associates  
 
Jeffrey MacLean, Wurts & Associates, began the presentation with an overview of the current 
economic environment and its impact on the investment markets noting that there appears to 
be a great disconnect between the stock market and the fundamentals as we currently know 
them. 
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The Board engaged in a general discussion regarding the current market environment as 
compared to the 2007 market environment and the market assumptions going forward.   

 
 NO ACTION TAKEN – RECEIVED AND FILED 
 
23. Presentation of the March 31, 2013 Investment Performance Review presented by 

Jeffrey MacLean, Wurts & Associates  
 

Jeffrey MacLean, Wurts & Associates reviewed the Plan’s various asset classes and the 
individual managers within the asset classes noting any significant over or under performance 
over the three and five year periods.  
 

Mr. MacLean noted that the Plan’s market value as of March 31, 2013 is approximately $3.5 
billion.  
 
RECEIVED AND FILED 

 
24. Presentation of the March 31, 2013 Guideline Compliance Report presented by Jeffrey 

MacLean, Wurts & Associates  
 

Jeffrey MacLean, Wurts & Associates, stated that, due to the transition from State Street to 
Northern Trust at the end of March 2013, Wurts was unable to obtrain the necessary data to 
independently verify compliance for the first quarter 2013, however, no exceptions were noted 
by the investment managers. Wurts intends to resume independent verification of compliance 
with separate account guidelines in the second quarter 2013. 
 
NO ACTION TAKEN - RECEIVED AND FILED 

 
25. Discussion and appropriate action on Asset Liability Study and Timeline on further 

education   
 

Please see discussion following Item 19. 
 
26. Presentation/Update on GMO SPV 1 final liquidation presented by Conor Hinds, 

Supervising Accountant  
 
Conor Hinds, Supervising Accountant, began the presentation with a brief overview of the 
Grantham Mayo and Van Otterloo & Co. LLC Global Bond Fund III acquisition noting that, after 
the Board’s decision to terminate and liquidate its investment in the Global Bond Fund III in 
January 2010, a Special Purpose Vehicle (SPV1) remained in existence pending future 
distributions related go defaulted bonds. 
 
Mr. Hinds stated that the final distribution from the SPV 1 fund was made to FCERA on May 
16, 2013 and is now closed. FCERA’s investment in the GMO Global Bond Fund III had a 
performance return of 5.5% since inception through December 2009. 
 
NO ACTION TAKEN - RECEIVED AND FILED 
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27. Discussion and appropriate action on the Base Level funding for the 2013 -2014 FCERA 

Budget  
 
Phillip Kapler, Retirement Administrator, opened discussions by noting that the draft budget for 
FY 2013-14 had been revised and updated to include the use of more current actual year-to-
date expenditures (April rather than March) and the addition of Depreciation and Capital Asset 
schedules as requested by the Budget Committee. 
 
Mr. Kapler reviewed the 2013-14 Administrative Budget noting that it was developed using a 
common methodology applied by governments that make allocations based on the Program 
Budget model. This approach helps to focus decisions quickly on issues of concern to 
policymakers and provides clear comparative bases for assessing the effects of proposed 
changes. It consists of both a technical and “judgment” phase in working to develop a baseline 
expenditure level that best reflects the expectations and intent of policymakers when they last 
authorized the level of program activity and the level of resources they intended to be 
dedicated to those activities. 
 
Mr. Kapler noted that the Board may need to reconsider the budget during the coming year 
due to contingencies that could have significant effects on spending; a potential relocation of r 
High Speed Rail and changes to pay cycles as the benefits system development phases are 
rolled-out. In addition, Mr. Kapler noted that Training expenditures appear to be increasing 
significantly under the Base estimate based on an analysis of those expected costs and it is 
believed the expected outlays will materialize. 
 
The Board directed Administration to closely monitor the status of the High Speed Rail project 
and the Board’s travel and training expenditures and to report to the Board any significant 
changes. Administration agreed. 
 
Mr. Kapler stated that the proposed 2013-14 Fiscal Year budget is below the allowable level 
under statue and recommended approval.   
 
A motion was made by Trustee Austin, seconded by Trustee Basua, to Accept the 2013-
14 Administrative Budget as presented with noted direction. VOTE: Unanimous. (Absent 
– Wheeler) 
 
RECEIVED AND FILED; APPROVED 

 
28. Discussion and appropriate action on Superior Courts Earn Codes draft listing 

 
Phillip Kapler, Retirement Administrator, opened discussions with a brief summary/review of 
the pay codes deemed eligible and non-eligible by FCERA staff, the Superior Courts of Fresno 
County and FCERA Legal Counsel for members employed by the Courts. 
 
Mr. Kapler noted that the Courts have fewer bargaining units, departments, and job classes 
than the County, so it is natural that the number of candidate pay codes would be lower and 
the analysis less extensive. However, Mr. Kapler reminded the Board that a decision regarding 
the inclusion of CT Fees for Post-PEPRA members is pending. Should the Board make a final 
decision on the CT Fees for Post-PEPRA members the final documents will be brought back 
for the Board’s consideration at the June 19, 2013 Regular meeting. 
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Attorney Jeffrey Rieger suggested that, if the Board had not already received, Administration 
provide a comprehensive list of Pre and Post PEPRA Earn Codes for its review and reference. 
In addition, Attorney Rieger requested that a discussion of the CT Fees for Post-PEPRA 
members be agendized for further discussion at a future meeting because he had not yet been 
able to fully review Administration’s analysis/recommendation. 
 
Attorney Rieger suggested that separate Earn Codes Resolutions be drafted for Pre and Post-
PEPRA members. The Board agreed. 
 
A motion was made by Trustee Gomez, seconded by Trustee Basua, to Table the CT 
Fees discussion until further review and recommendation by Counsel and to revisit the 
issue at the June 19, 2013 Regular meeting. VOTE: Unanimous (Absent – Wheeler) 
 
The Board continued discussions on the eligibility/non-eligibility of the remaining Court Earn 
Codes. Concerns regarding Overtime and Holiday pay codes were raised and discussed in 
detail. Therefore, Chair Coburn suggested that Administration research the issues further and 
return to the Board with its findings for further consideration. 
 
Trustee Crow expressed her desire to move forward with Administration’s recommendation of 
pay codes deemed eligible and non-eligible by FCERA staff, the Superior Courts of Fresno 
County and FCERA Legal Counsel for members employed by the Courts as she believes 
Administration has conducted a thorough analysis of identifying which earn codes are eligible 
and non-eligible. 
     
A motion was made by Trustee Crow, seconded by Trustee Austin, to Accept the pay 
codes deemed eligible and non-eligible by FCERA staff, the Superior Courts of Fresno 
County and FCERA Legal Counsel for members employed by the Courts with the 
exception of the CT Fees which will brought back for further consideration by the Board 
at a future meeting. Separate Pre and Post-PEPRA Earn Codes Resolutions will be 
presented for the Board’s consideration at the June 19, 2013 Regular meeting. ROLL 
CALL VOTE: Yes – Austin, Crow, Coburn. No – Basua, Cade, Gomez, Jolly. Abstain – 
Case (requested further information) (Absent – Wheeler) MOTION FAILED.  
 
The Board directed Administration to gather further information/explanation of the eligibility and 
non-eligibility of the Courts earn codes and to agendize the issue for further discussion and 
consideration at the July 17, 2013 Regular meeting. Administration agreed.   
  
NO ACTION TAKEN - TABLED 

 
29. Discussion and appropriate action Anti-Spiking Procedures  
 

Phillip Kapler, Retirement Administrator, opened discussions with a reminder that, as a 
requirement under PEPRA, it is mandated that pension systems put into place policy and 
procedure for determining whether compensation was made to the member for the express 
purpose and intent of increasing the benefit for which a member is eligible to retire. 
 
Mr. Kapler reviewed the procedures for identifying improper enhancements to compensation 
noting that they were developed by Administration and appropriate staff. 
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In response to a question from a question Chair Coburn, Attorney Jeffrey Rieger stated that he 
had reviewed, edited, and addressed concerns. In addition, Attorney Rieger noted that, 
although some of his edits were not incorporated into the document, he is comfortable with the 
document in that it is an administrative document and not a legal one. 
 
Trustees Jolly and Case suggested that, in the future, Administration provide a red-line version 
of the document detailing the edits of Counsel. 
 
A motion was made by Trustee Gomez, seconded by Trustee Crow, to Adopt the 
“Administrative Procedures for Identifying Improper Enhancements to Compensation” 
as presented. VOTE: Unanimous (Absent – Wheeler)      

 
RECEIVED AND FILED; APPROVED 

 
30. Presentation/Update on Supplemental Cost-of-Living Adjustment Underpayment Project 

presented by Phillip Kapler, Retirement Administrator  
 

Phillip Kapler, Retirement Administrator, began the presentation by reminding the Board that in 
February 2010, FCERA discovered that the COLA bank percentages used to determine the 
Supplemental Cost-of-Living portion of the member’s benefit had been incorrect since April 2, 
2002. Therefore, FCERA began the process of correcting the error. 
 
Kelly Prinz, Retirement Benefits Manager, noted that FCERA’s original estimate to have the 
project completed was 9 months. As the project developed it was discovered that it was not 
one simple calculation for each member, but multiple calculations depending upon the number 
of years involved and the number of beneficiaries to be paid when the member died prior to the 
correction. Additional research was required to contact the beneficiaries and await their reply.  
FCERA was not able to have three people working on the calculations full-time as anticipated 
due to additional projects, all of which are labor intensive.  Administration was able to use two - 
three extra help people including one former FCERA employee. As usually occurs, during the 
process of recalculating the supplemental cost–of-living, additional errors were identified that 
required correction.  
 
During the period of May, 2011 to May, 2013 FCERA prepared 717 calculations. FCERA paid 
$250,488.61 in underpaid benefits plus $99,104.15 in interest for a total of $349,592.76. 
 
In compliance with FCERA’s Underpayment of Benefits Policy, retroactive benefits and interest 
amounts of less than $5 were not distributed. Sixty people were not paid additional benefits, 
totaling $36.41 as a result of this policy.   
 
Ms. Prinz noted that there are still a few payments awaiting distribution for deceased retirees.  
Our attempts to notify the estates of these members have been unsuccessful to date.  
However, Administration will keep their files open as mandated by FCERA’s policy until such 
time as the funds are claimed or eligible for transfer to the employer’s reserves. The total of 
unclaimed benefits, excluding interest, is $23,583.01. Thus, as of May 31, 2013, a total of 
$373,212.18 was distributed to correct the supplemental cost of living underpayment. 

 
 The Board thanked Staff for their efforts. 
 

RECEIVED AND FILED  
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31. Discussion and appropriate action on appointments to the Retirement Board Standing 

Committees: Personnel and Consultants Evaluation  
 

A recommendation was made by Chair Coburn to appoint Trustee Wheeler to the Board 
Consultants Evaluation Committee and Alternate Trustee Dowell to the Personnel Committee. 

 
A motion was made by Trustee Gomez, seconded by Trustee Austin, to Approve the 
recommendation as presented. VOTE: Unanimous (Absent – Wheeler) 
 
RECEIVED AND FILED; APPROVED 
 

32. Discussion and appropriate action on sharing costs of Plain English re-draft of 37 Act 
Project  

 
Phillip Kapler, Retirement Administrator, opened discussions by informing the Board that an 
item arose during the Administrator’s session at the SACRS Spring Conference regarding the 
Systems Administrator’s desire to share the costs to re-draft the 1937 Act into a plain English 
comprehensive rendering of the statues.  
 
The Board directed Administration to work with Administrators to bring this issue to the SACRS 
Legislative Committee for their input and consideration. Administration agreed.   

 
NO ACTION TAKEN - RECEIVED AND FILED 

 
33. Closed Session: 
 

A.  Personnel – Public Employee Performance Evaluation – Retirement Administrator (G.C. 
§54957(b))   

 
B. Disability Retirement Applications – Personnel Exception (G.C. §54957(b)): 
 

1. Lisa Eckman 
 
34. Report from Closed Session 
 

33.A.  Tabled. Item scheduled to be heard at the June 19, 2013 Regular meeting. 
33.B.1. Lisa Eckman – Decision – Grant non-service connected disability benefits as  

presented. M – Cade. S – Crow. VOTE: Unanimous (Absent – Wheeler) 
 
35. Report from FCERA Administration 
 

Administration had nothing to report. 
 

36. Report from County Counsel 
 

Count Counsel had nothing to report. 
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37. Board/Committee Member Announcements and Reports 
 

Trustee Gomez will work with Administration to schedule a Disability Committee meeting 
immediately following the July 17, 2013 Regular meeting. 
 
Chair Coburn requested that the Board review the Fresno County Replacement Benefits Plan 
adopted by the Board on August 1, 2002 to determine if it fulfills the Board’s requirements for 
employer contribution withdrawal and to contact him with any questions or comments. 
 
Chair Coburn welcomed Alternate Trustee Bob Dowell to the Board and thanked John Souza 
for his years of service as Trustee on the Board. 
 
In response to a question from Trustee Jolly regarding the financial hardship of the Del Rey 
Utility District, Administration noted that they a not a employer sponsor of FCERA.  
 
There being no further business, the meeting adjourned at 2:13 PM. 
 
 
 
 
Phillip Kapler 
Secretary to the Board 

 


