
 

02/18/09 Regular Meeting Minutes 

BOARD OF RETIREMENT 
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

 
February 18, 2009 

 
Trustees Present: 
 
Alan Cade, Jr.  Michael Cardenas 
Nick Cornacchia  Vicki Crow 
Eulalio Gomez  James E. Hackett 
Phil Larson   John Souza 
 
Trustees Absent: 
 
Steve Jolly 
 
Others Present: 
 
Ronald S. Frye, Alternate Trustee 
Michael Cunningham, FCERA Member 
Ron Madsen, FCERA Member 
Attorney Jeffrey Rieger, Reed Smith – via tele-conference 
Attorney Susan Coberly, Senior Deputy County Counsel 
Roberto L. Peña, Retirement Administrator 
Becky Van Wyk, Assistant Retirement Administrator 
Elizabeth Avalos, Administrative Secretary 

 
1. Call to Order 
 

Chair Cade called the meeting to order at 8:36 AM. 
 
2. Pledge of Allegiance 
 

Recited. 
 
3. Public Presentations  
 

None. 
 
Consent Agenda/Opportunity for Public Comment 
 

Roberto L. Peña, Retirement Administrator, pulled Consent Agenda Item 8 for 
discussion. 

 
A motion was made by Trustee Hackett, seconded by Vice Chair Gomez, to 
Approve Consent Agenda Items 4-7 and 9-11. VOTE: Unanimous (Absent – 
Crow, Jolly) 
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*4. Approve the February 4, 2009 Retirement Board Regular Meeting Minutes  
 

RECEIVED AND FILED; APPROVED 
 
*5. Summary of monthly statistics from the Retirement Association Office on 

buybacks, retirement benefit estimates, public service, age adjustments, 
final compensation calculations, and disability retirement applications for 
January 2009 

 
RECEIVED AND FILED 

 
*6. Public Records Requests and/or Retirement Related Information Requests 

from John Swenning, FCERA Member; Bill Casey, King Street Capital 
Management, L.P.; Marc Sorondo, Investment Management Weekly; Tim 
Knudsen, Mendocino County; Rupali Gohri, Institutional Investor; and 
Elizabeth Steponkus, FedSources  

 
RECEIVED AND FILED 

 
*7. Update of Board of Retirement directives to FCERA Administration  
 

RECEIVED AND FILED 
 
*8. Final version of the FCERA Retirement Handbook for Active Members  

 
 Roberto L. Peña, Retirement Administrator, noted the detailed and lengthy 

process in updating the FCERA Retirement Handbook (Active Members) and 
thanked all who participated in the process. It was noted that Active Members will 
begin receiving the handbook by mail in late February to early March. 

 
 A motion was made by Trustee Souza, seconded by Trustee Larson, to 

Accept Consent Agenda Item 8 as presented. VOTE: Unanimous (Absent – 
Crow, Jolly)  

 
RECEIVED AND FILED 

 
*9. Annual Report of the Fresno County Employees’ Retirement Association 

for the year ended June 30, 2008  
 

RECEIVED AND FILED 
 
*10. Correspondence from Sulema Peterson, SACRS Administrator, regarding 

SACRS 2008 Fall Business Meeting vote on the Co-Sponsorship of CRCEA 
legislation 

 
RECEIVED AND FILED 
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*11. Travel Advance Requests from Trustees Cardenas, Cornacchia and Souza 

in the amount of $390 each to attend the CALAPRS 2009 General Assembly 
in Monterey, CA March 1-3, 2009  

 
RECEIVED AND FILED; APPROVED 

 
12. Discussion and appropriate action on whether and how to make 

adjustments to member service credit purchases that were priced based on 
member contribution rates that have since been revised as a result of the 
Cost of Living Adjustment Unfunded Actuarial Accrued Liability (COLA 
UAAL) correction process  

 
Roberto L. Peña, Retirement Administrator, opened discussions with a brief 
overview of the COLA UAAL issue and the Board’s decisions for correcting 
member contribution rates thus far. 
 
Mr. Peña stated that, at the direction of the Board, Administration completed an 
analysis of the COLA UAAL Underpayments on Service Credit Purchases and 
noted that the population consists of 165 service credit purchases processed 
during the COLA UAAL error period of which 159 were identified as being 
impacted by the COLA UAAL error. In turn, these service credit purchases 
affected 103 members. 
 
It was noted that overpayments totaling $16,292.51, including interest through 
December 31, 2008, were made by 30 members; while underpayments totaling 
$22,441.11, including interest through December 31, 2008, were made by 73 
members. 
 
Mr. Peña reviewed a summary of the results of the underpayments and noted 
that the underpayments range from $1.36 to $2,719.73. Mr. Peña believes that 
the most equitable method of recouping the underpayments is directly from the 
members who purchased the service with the understanding that a $50 threshold 
for adjustment would be reasonable. 
 
Mr. Peña stated that correspondence from General Member Sandra Brock was 
submitted providing her position on the issue. Ms. Brock was unable to attend the 
meeting but has strong feelings on the issue and wanted to ensure that they 
were brought to the Board’s attention. It was noted that in addition to the 
correspondence from Ms. Brock, Administration also received an email 
correspondence from Michael Lancaster on the issue. 
 
In response to a question from Vice Chair Gomez regarding whether any Safety 
Members are impacted by the issue, Mr. Peña noted that 3 Safety Members are 
impacted. 
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In response to a question from Vice Chair Gomez as to whether members will be 
given the option of a full refund of their service credit purchase, Mr. Peña noted 
that a full refund is not being offered as an option and reviewed the 
recommended options as follows:   
 

• Option No. 1 – Follow the model that the Board employed in the larger 
correction process in 2007. In other words, slightly increase General Tier I 
member contribution rates in the next fiscal year across the board to 
recover the underpayments. 

• Option No. 2 – Give the members who “underpaid” the options to either: 1) 
have their service credit adjusted so that it reflects the amount that their 
payments to FCERA would have purchased if the revised rates had been 
in place when they elected to purchase service credit; or 2) make 
additional contributions to FCERA so that the full amount, based on the 
revised rates, has been paid for the service credit they have received to 
date. If the Board decides to adopt this option, it is recommended that it 
set a minimum amount of “underpayment” that requires correction (e.g., 
no correction will be made for “underpayments” that are less than $100), 
in the interest of efficiency. 

• Option No. 3 – Simply write off these relatively small amounts based on 
the findings this issue has a negligible impact on the system, if the Board 
determines that further staff time and potential legal fees are not 
warranted under the circumstances. 

 
Detailed discussions ensued regarding the various options including offering the 
option of a full refund. Mr. Peña noted that allowing a member a full refund of 
service credit contributions is not in the best interest of the member because 
should the member choose to re-purchase the time in the future it will be more 
costly.   
 
Vice Chair Gomez stated that a Member had been informed that the option of a 
full refund of the service credit contributions was offered as an option and 
requested clarification. Becky Van Wyk, Assistant Retirement Administrator, 
briefly explained the differences between Public Service and Regular Service 
Credit and noted that Public Service operates under a different statute which may 
offer some leeway as it relates to refunds. 
 
Trustee Crow joined the Board at 8:54 AM. 
 
A motion was made by Trustee Hackett to Adopt Option No. 1. 
 
Mr. Peña stated that by adopting Option No. 1, the Board will increase 
contribution rates for all General Tier I Members in the upcoming fiscal year and 
noted that he strongly opposes Option No. 1 should, unlike mandatory retirement 
contributions, members voluntarily opt to purchase service credit. 
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The motion made by Trustee Hackett died for lack of a second. 
 
Detailed discussions ensued regarding the particulars of the recommended 
options. 
 
Attorney Jeffrey Rieger, Reed Smith, stated that the unique historical record of 
this particular matter supports broad discretion for the Board in determining how 
to proceed. Accordingly, Reed Smith believes that any one of the three options 
would be practical and well within the Board’s sound exercise of discretion. 
 
In response to a question from Trustee Hackett regarding the legal ramifications, 
if any, in choosing Option No. 3, Attorney Rieger stated that he does not believe 
that any legitimate complaints could be filed against the Board for adopting 
Option No. 3. 
 
Trustee Larson noted that he will not support adopting Option No. 3 because 
doing so would only burden the County (employer) with additional UAAL.  
 
In response to a question from Trustee Cornacchia regarding the difficulties, if 
any, in implementing Option No. 2, Mr. Peña stated that, although he believes 
Option No. 2 is the most equitable option, it is also the most costly and time 
consuming. A brief discussion ensued regarding the re-calculation/correction 
process and it was noted that each option will entail some costs and Staff time.  
 
A motion was made by Trustee Souza, seconded by Trustee Larson, to 
Adopt Option No. 2 as follows: 
 

• Option No. 2 – Give the members who “underpaid” the option to 
either: 1) have their service credit adjusted so that it reflects the 
amount that their payments to FCERA would have purchased if the 
revised rates had been in place when they elected to purchase 
service credit; or 2) make additional contributions to FCERA so that 
the full amount, based on the revised rates, has been paid for the 
service credit they have elected to purchase. If the Board decides to 
adopt this option, it is recommended that a minimum amount of 
“underpayment” that requires correction (e.g., no correction will be 
made for “underpayments” that are less than $50) be established, in 
the interest of efficiency. 

 
VOTE: Yes – Cade, Cardenas, Cornacchia, Crow, Gomez, Larson, Souza. 
No – Hackett. (Absent – Jolly) 
  
RECEIVED AND FILED; APPROVED 
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13. Discussion and appropriate action on whether to commission an Asset 
Smoothing Methodology Study from The Segal Company to analyze the 
possible future employers’ contribution rate impact of the unfavorable 
market returns during 2008  

 
Roberto L. Peña, Retirement Administrator, opened discussions by noting that at 
the request of Administration, The Segal Company provided correspondence that 
indicates Segal has received a number of requests from other city and county 
retirement systems for projections of the future employer contribution rate impact 
of the unfavorable market returns during 2008. 
 
Mr. Peña noted that Segal’s correspondence reflects that, based on studies that 
Segal has already performed, it is anticipated that the contribution rate impact will 
be particularly severe for those retirement systems, such as FCERA, that apply a 
Market Value of Assets (MVA) corridor in determining the final Actuarial Value of 
Assets (AVA) used in determining the employer’s contribution rates. Mr. Peña 
briefly explained the AVA corridor methodology and noted how the employer 
contribution rate is impacted by unfavorable market returns. 
 
Mr. Peña noted that future employer contribution rate increases could be 
mitigated should the Board decide to change the asset smoothing period and/or 
suspend the 80% to 120% market value corridor. 
 
Mr. Peña stated the importance of the study in that it will provide the employer 
and the Board with information regarding expectations in terms of employer 
contribution rates for the next 5 to 10 years and noted that the cost of the study is 
approximately $35,000. 
 
Trustee Crow stated that she strongly supports the study in that it is a great 
planning tool for budgeting purposes.  
 
Trustee Souza raised concerns that a change in asset smoothing method may 
negatively impact the retirees.    
 
Ron Madsen, FCERA Member, raised concerns regarding the Board changing 
the smoothing method based on the current market conditions in that doing so 
would reduce the employers’ contributions thereby decreasing the funds to pay 
benefits. The Board clarified that the Board is not considering changes to the 
asset smoothing method at this time. It is only considering whether to proceed 
with a study to determine the impact of the current market environment on future 
employer contribution rates.  
 
Mr. Peña noted that commissioning the study is a proactive step in maintaining 
the health of the Plan in that it may bring forward information that will aid the 
Board in determining the best course of action in these unprecedented times. 
 
A motion was made by Trustee Crow, seconded by Trustee Larson, to 
proceed with the Study as recommended. 
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Trustee Hackett stated his opposition to the motion and recommended that the 
Board not make any changes at this time in that a correct assessment of future 
earnings cannot be made because the market is a “moving target”. 
 
Detailed discussion ensued regarding the knowledge to be gained through the 
study and the need to be proactive in these unprecedented times. 
 
VOTE: Yes – Cade, Cardenas, Cornacchia, Crow, Gomez, Larson, Souza. 
No – Hackett. (Absent – Jolly) 
 
RECEIVED AND FILED; APPROVED 
 
Roberto L. Peña, Retirement Administrator, pulled Closed Session Agenda Item 
14.A.1. as there was nothing to discuss. 

 
14. Closed Session:  
 

A. Conference with Legal Counsel –  Actual  Litigation  - pursuant to G.C. 
§54956.9(a) 

 
1. Fresno County Employees’ Retirement Association  v. Public 

Pension Professionals 
2. North Central Fire Protection District v. Fresno County 

Employees’ Retirement Association 
3. Marsha Stillman v. Fresno County Employees’ Retirement 

Association 
 

B. Conference with Real Property Negotiators – pursuant to G.C. §54956.8 
 

Property: 1713 Tulare Street, Fresno, CA 93721 
Agency Negotiators: Brian Decker of Colliers Tingey 
Negotiating Party: Any potential qualified buyer 
Under Negotiation: Price and terms of sale 

 
15. Report from Closed Session 
 

14.A.1. Pulled. 
14.A.2. Nothing to Report. 
14.A.3. Nothing to Report 
14.B. Nothing to Report 

 
16. Report from FCERA Administration 
 

Roberto L. Peña, Retirement Administrator, reported on the following items: 
 

1. The March 4, 2009 Regular Board Meeting will be lengthy in that the 
Board will hear three presentations on Opportunistic Real Estate and three 
presentations on Value Added Real Estate. 
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2. The Board Communications packet contains information related to current 

retirement issues and includes Member correspondence. Mr. Peña 
encouraged the Trustees to read the material.   

 
Michael Cunningham, FCERA Member, noted that he had read a recent news 
article regarding an $8 billion investment fraud and inquired if FCERA had any 
exposure to the investments. Mr. Peña noted that he is aware of the reports but 
did not immediately know of any exposure. In the event of exposure, 
Administration will report any issues to the Board during Public Session. 

 
 
17. Report from County Counsel 
 

Susan Coberly, Senior Deputy County Counsel, had nothing to report. 
 
18. Board Member Announcements or Reports 
 

Trustee Souza stated that he has received information from an investment firm 
regarding Managed Futures which noted that the fund has experienced double 
digit returns over the last 15 years. Trustee Souza expressed concerns that his 
repeated efforts for a discussion with the investment consultant on this issue 
have failed. Trustee Souza will provide the Board and Administration with the 
material at the next regular board meeting. 
 
Roberto L. Peña, Retirement Administrator, stated that Administration will share 
Trustee Souza’s information with the investment consultant for input/comments 
and noted that Administration will agendize the issue for discussion at a future 
meeting as previously directed by the Board. 
  

 There being no further business, the meeting adjourned at 10:28 AM. 
 
 
  
 Roberto L. Peña 
 Secretary to the Board 


