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BOARD OF RETIREMENT

FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

June 3, 2009
Trustees Present:

Alan Cade, Jr.

Michael Cardenas

Nick Cornacchia

Eulalio Gomez

Steven J. Jolly

Phil Larson


John Souza

Trustees Absent:

Vicki Crow


James E. Hackett

Others Present:

Ronald S. Frye, Alternate Trustee


Sandra Brock, FCERA Member


Michael Cunningham, FCERA Member


Jeffrey MacLean, Wurts & Associates


Scott Connors, Landmark Partners


Nick Harris, Lexington Partners


Tom Newby, Lexington Partners


Mark Romano, Pacific Investment Management Company

Dan Ivascyn, Pacific Investment Management Company

Jeffrey Rieger, Reed Smith via tele-conference


Carol Sheela, Retirement Benefits Manager


Conor Hinds, Supervising Accountant


Thanaphat “Pat” Srisukwatana, Systems & Procedures Analyst


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

Vice Chair Gomez called the meeting to order at 8:41 AM.

2. Pledge of Allegiance 

Recited.

3. Public Presentations 

Sandra Brock, FCERA Member, raised concerns regarding the COLA UAAL underpayments process as it relates to service credit purchases and the Board’s prior decision to recover the underpayments. Ms. Brock requested that the Board reconsider its previous decision to collect underpayments from affected members.
Able Flores, FCERA Member, raised concerns that the FCERA staff has been unwilling to address issues related to service credit purchases and requested that the issues be addressed. The Board directed Mr. Flores to contact Carol Sheela, Retirement Benefits Supervisor, for assistance.  

Consent Agenda/Opportunity for Public Comment

A motion was made by Trustee Larson, seconded by Trustee Souza, to Approve Consent Agenda Items 4-16 as presented. VOTE: Unanimous (Absent – Cade, Crow, Hackett) 

*4.
Approve the April 15, 2009 Retirement Board Regular Meeting Minutes, April 30, 2009 Concurrent Meetings Minutes, May 6, 2009 Retirement Board Regular Meeting Minutes and May 22, 2009 Budget Committee Meeting Minutes 
RECEIVED AND FILED; APPROVED
*5.
Retirements
RECEIVED AND FILED; APPROVED
	Agnes A. Asprec
	Community Health
	20.96

	Rollin Behrens
	Behavioral Health, Deferred
	6.88

	Thomas Blake
	General Services
	16.12

	Audrey M. Brouwer
	ACTTC
	19.50

	Stephen E. Civiello
	Public Works & Planning
	19.43

	Bruce Dalton
	Probation
	17.91

	Nancy Jo Fernandez
	Personnel Services, Deferred
	14.07

	Sharon A. Flake
	Probation, Deferred
	9.04

	Richard R. Garza
	E&TA, Deferred
	22.48

	Jose Gomez
	County Clerk/Registrar of Voters
	10.09

	Shirley Grace
	Sheriff, Deferred
	6.26

	Delaine Griffith
	General Services
	10.04

	Kenneth J. Hahus
	District Attorney, Deferred
	19.65

	Carlos Haro
	Public Works & Planning
	18.10

	David L. Hellwig
	Children & Family Services
	11.21

	James H. Kirkendall
	General Services, Deferred
	7.27

	Katherine R. Koga
	E&TA
	10.04

	Charles H. Melton
	Agriculture
	12.42

	Charlene Novack
	Public Works & Planning
	19.83

	Eleanor B. Pangan
	Assessor-Recorder
	32.78

	Judith E. Ravdin
	Library, Deferred
	8.84

	Nancy Reyes
	Superior Court
	10.00

	Debbie Rusconi
	Sheriff
	11.58

	Russell S. Schmidt
	VMC, Deferred
	7.01

	Lena Sims
	Superior Court
	20.62

	Cheryl Watts
	E&TA
	33.66

	Lynette Winegarden
	VMC, Deferred
	5.58


*6.
Deferred Retirements 


RECEIVED AND FILED; APPROVED
	Corina S. Burrola
	Public Works & Planning
	9.33

	Georgia M. Kawamoto
	Sheriff
	7.91

	Diana H. Navarro
	Community Health
	6.41

	Richard St. Marie
	General Services
	7.95

	Joseph Tiger
	Coroner, Public Adm/Guard
	7.85

	
	
	


*7.
Disability Retirements 


RECEIVED AND FILED; APPROVED
	Gina L. Klee
	Superior Court
	7.33


*8.
Request to Rescind Deferred Retirements 


RECEIVED AND FILED; APPROVED
	Martin Aceves
	Children & Family Services
	10.34


*9.
Public Records Requests and/or Retirement Related Correspondence from Ed Gayton, FCERA Member; Marc Gonzalez, FCERA Member; Manjit Dhaliwal, FCERA Member; Leticia Magana, FCERA Member; Ron Madsen, FCERA Member; Marc Sorondo, Investment Weekly Management; Val Decker, S&P Money Market Directory; Lina Bernal, Schott Lites; Marcia Fritz, California Foundation for Fiscal Responsibility; Jerry Payne, USEF; and Debra Lucas, FCERA Member 
RECEIVED AND FILED
*10.
Update of Board of Retirement directives to FCERA Administration 
RECEIVED AND FILED
*11.
Most recent investment returns, performance summaries and general investment information from investment managers 
RECEIVED AND FILED
*12.
Report from Roberto L. Peña, Retirement Administrator, on attendance at the SACRS Spring Conference 2009 
RECEIVED AND FILED
*13.
Correspondence from Yolanda Diaz, State Street Bank and Trust Company, regarding State Street Stress Test 
RECEIVED AND FILED
*14.
Memorandum from Jeffrey MacLean, Wurts & Associates regarding INTECH Settlement Agreement with the Securities and Exchange Commission (SEC) 
RECEIVED AND FILED
*15.
Ratify Administration’s decision to approve Robert Ellis’ request to begin marketing the Fresno Station Business Center 
RECEIVED AND FILED; APPROVED
*16.
Memorandum from Wurts & Associates regarding Buchanan Street Partners Value Added Real Estate strategy update 
RECEIVED AND FILED; APPROVED
17. Discussion and appropriate action on selection of investment management firms for the Secondary Private Equity mandate 
Landmark Partners (Landmark)
Scott Connors, Landmark Partners, began the presentation with an overview of the firm’s background and experience noting that it is one of the largest and most experienced investment teams in the secondary industry and is recognized as the first institutional secondary private equity firm. Landmark’s Investment Committee has an average of 15 years with the firm and has grown the organization over two decades and multiple investment cycles.
Landmark Equity Partners XIV, L.P. (Fund XIV) is being formed to acquire interests in private equity investments primarily through secondary market transactions. Fund XIV’s principal investment objective is to build a diversified portfolio of private equity partnership interests that is to generate strong returns and near-term cash distributions at lower risk relative to primary purchases of interests in private equity funds. Landmark strives to execute transactions within the middle-market primarily on a negotiated basis and acquire portfolios of interests in private equity funds and direct investments in companies through secondary market transactions that are unique, may require structuring, and where the opportunity for value creation exists. By doing so, the Firm seeks to minimize its exposure to price-centric sellers and processes.

It is anticipated that, on average, Fund XIV will acquire partnerships that are in years four to six of their life, are largely funded, and at a point in their lifecycle where underlying investments are closer to liquidity events. The Landmark secondary funds are diversified by vintage year and it is typical that each fund will be comprised of fund investments spanning 10 vintage years concentrated around 5-6 vintage years. No stated minimums or maximums exist for individual investments. It is not expected that any underlying investment will represent in excess of 20% of the fund. As secondary investors, Landmark acquires interests in partnerships. 

Landmark believes that their key points of differentiation include a focus on negotiated middle-market transactions, a strong proactive approach to deal sourcing that leverages proprietary portfolio management tools, a detailed bottom-up due diligence process, and record of efficient execution. Landmark’s 20 years of experience in the secondary business provide the firm with a deep knowledge base of portfolio managers, investors, and general partners, as well as financial prospects of a wide universe of underlying investments. Since its inception, Landmark has developed a highly analytical and thorough due diligence process for evaluating potential investments in limited partnerships and other secondary portfolios. This process starts with a comprehensive analysis of the subject portfolio and the track record of the fund manager and continues with a thorough “drill down” of each underlying portfolio company and its return prospects. 
Mr. Connors reviewed the benefits of secondary private equity investing which include:

· Investing in identified under-writeable assets reduces risk relative to primary fund investing and drives attractive risk-adjusted returns

· Accelerated deployment of capital and realization of cash returns

· Immediate diversification across vintage year, company, geography, industry, and investment strategy

· Current cash yield reduces the effects of the J-curve

Mr. Connors reviewed the current market conditions and noted that the severe economic and financial dislocation combined with private equity market dynamics have created widespread institutional pressure to generate liquidity and reduce liability.

Mr. Connors reviewed the characteristics and performance history of the firm’s current funds (XI, XII, XIII) and noted that Landmark’s deal sourcing capitalizes on proprietary tools which enhances returns through better pricing and lower risk. 
In response to a question from Trustee Souza regarding return distribution, Mr. Connors noted the following:

· Return of 100% of contributed capital

· 8% preferred return

· 100% catch up to the General Partner

· Carried interest – Class A 10%, Class B 15%

Mr. Connors reviewed the fees as follows:



Class A
Class B
Basis
Years 1-4

1.0%

0.85%

Committed Capital

Years 5-8

1.0%

0.85%

Invested Capital

Thereafter, fees will be 1.00% of reported value.

In response to a question from Trustee Cornacchia regarding FCERA’s current relationship with Landmark, Mr. MacLean noted that FCERA has approximately $19 million invested with Landmark’s private equity Fund X. 

Roberto L. Peña, Retirement Administrator, noted that approximately $30 million of the Plan’s assets will be used to fund the Secondary Private Equity strategy. General discussions ensued.

Chair Cade joined the Board at 9:40 AM.

Lexington Partners (Lexington)
Nick Harris, Lexington Partners, began the presentation with an overview of the firm’s background and experience noting that Lexington is the largest independent manager with more than $15 billion of pro forma secondary capital and over 260 transactions completed and is recognized as a market leader by sellers around the world. Since 1990 Lexington has generated a Net Internal Rate of Return (IRR) of 20.8% without the use of leverage at the fund level.
Mr. Harris noted that de-leveraging and distress among global financial institutions have created significant secondary market opportunities with attractive discounts and noted that assets available for purchase in the secondary market include private equity partnership portfolios, large concentrated limited partnership interests, and portfolios of co-investments.
Lexington Capital Partners VII, L.P. (LCP VII) is being formed to try and generate superior returns for investors primarily by acquiring a diversified portfolio of secondary interests in established global buyout, mezzanine and venture capital funds. Lexington’s investment strategy targets the entire spectrum of secondary transactions from complex, multi-billion dollar portfolio transactions to the purchase of individual private equity fund interests. Lexington believes their broad opportunistic investment strategy will allow the fund to deploy capital to segments of the secondary market offering the most attractive risk-adjusted returns.
While LCP VII is expected to concentrate on acquiring portfolios of global buyout, mezzanine and venture capital fund interests the fund may also consider opportunities to acquire direct investments and other private equity fund interests through secondary transactions. Additionally, the fund will have the ability to invest up to 10% of its capital in newly formed private equity funds. Lexington’s opportunistic investment strategy makes it difficult for the General Partner to project how the fund’s capital will be deployed. However, the firm believes that the sector focus of private equity fund interests that may be available for purchase in the secondary market during the five-year period of investment from 2009 -2013 will approximate the sector focus of funds raised during the previous five years from 2004 -2008 since historically private equity fund interests have been five to six years of age on average at the time of purchase in the secondary market. Lexington expects the fund’s investment opportunities will track the anticipated secondary market opportunities during the 2009 -2013 period.
Lexington employs a systematic approach to analyzing private equity investment opportunities and commits capital to those investments that meet projected return criteria. The basis for Lexington’s investment process is a valuation discipline that is supported by extensive due diligence. The secondary investment process includes detailed analysis of information obtained from sources including Lexington’s extensive and proprietary knowledgebase, private equity partnership materials provided by the seller, publicly available information, and detailed meetings and discussions held with private equity sponsors. Upon completion of Lexington’s detailed due diligence for all partnerships in a portfolio information is reviewed in an internal Investment Committee (IC) meeting. The IC includes senior investment professionals that are principally focused on secondary purchases as well as other investment professionals involved with the transaction. The IC reviews the merits of the specific transaction and evaluates the fit of the partnerships within the overall Lexington fund portfolio in terms of manager, vintage year, geography and sector focus. Only transactions that have the unanimous consent of the IC are pursued. 

Tom Newby, Lexington, note that the strong performance of Private Equity, particularly in 2004 through 2007, led to lower discounts in the secondary market. Today discounts are expanding sharply due to increased supply of opportunities and urgency with which sellers need liquidity.
Mr. Newby reviewed the terms and conditions of LCP VII fund as follows:

Target Capitalization

$5 billion

Management Fee


Investment Period

1.0% of committed capital


Post Investment Period
0.85% of reported value

Carried Interest


10.0% after return of all secondary contributed capital

Investment Period


5 years

Partnership Term


10 years + three 1-year extensions

GP Commitment


1.0% of committed capital


The Board engaged in detailed discussions regarding the firm’s various strategies, track record, manager identification processes, and risk controls.

A motion was made by Trustee Jolly, seconded by Trustee Souza, to direct Administration to work with Wurts & Associates to begin contract negotiations with Landmark Partners. ROLL CALL VOTE: Yes – Gomez, Jolly, Larson, Souza. No – Cornacchia. Abstain – Cardenas, Cade. (Absent – Crow, Hackett)

RECEIVED AND FILED


Due to time constraints, the Board went into Closed Session at this time to hear Agenda Item 26.A.1.

26.A.1. Conference with Legal Counsel – Actual Litigation - pursuant to G.C. §54956.9(a)

1. Fresno County Employees’ Retirement Association v. Public Pension Professionals
There was nothing to report from Closed Session. 
18. Presentation on correspondence from Eric Petroff, Wurts & Associates, regarding Term Asset-backed-securities Loan Facility (TALF) presented by Jeffrey MacLean, Wurts & Associates 
Jeffrey MacLean, Wurts & Associates (Wurts), opened discussions by stating that the Term Asset-backed-securities Loan Facility (TALF) is a unique investment opportunity sponsored by the Federal Government which is designed to revive consumer lending through direct government stimulus of the asset-backed securities (ABS) market. The TALF seeks to drive borrowing rates lower in order to decrease total interest costs to consumers. The TALF will apply to student loans, auto related loans and leases, small business loans, equipment loans, consumer credit cards, and commercial mortgages. Only newly issued AAA-rated securities will be eligible for inclusion in the TALF program, not existing ABS securities, and the program is slated to end on December 2009.

Mr. MacLean stated that the Federal Reserve (FED) is stimulating ABS issuance by offering two very powerful incentives to investors: 1) Highly levered loans to purchase ABS subject to margin call and 2) Substantial reduction of risk for the first three or five years of the investment through a free “put” option to the Federal Reserve on collateralized assets. 
The driving force behind potential returns is the amount of leverage provided by the FED. The TALF allows investors to use a relatively small amount of capital to make a sizeable ABS purchase which is subsequently financed by the FED at rates lower than the interest received. This leverage allows investors to make large returns on their invested capital.  
Mr. MacLean recommends that the Board allocate 4% (approximately $80 million) into this TALF strategy. The source of this allocation would be the 4% previously subtracted from the 9% hedge fund allocation.
In response to a concern raised by Trustee Souza regarding moving forward with the TALF program without following the Board’s Due Diligence Policy, Mr. MacLean stated that, because of the time sensitivity of the investment, Wurts believes that a prolonged multi-manager due diligence process is not advisable. Wurts has vetted several TALF strategies including due diligence visits and, based upon the analysis, recommends Pacific Investment Management Company (PIMCO) as the preferred TALF manager for FCERA.

Mr. MacLean stated that an investment in the TALF program offers an attractive and unique opportunity for institutional investors and does so with reasonable downside risks that can be materially mitigated through appropriate due diligence and portfolio construction.
Manager selection is a primary source of risk for this opportunity. Therefore, Wurts recommends PIMCO because they are a top-tier fixed income shop that is well experienced in the ABS marketplace and has a top-down research process to increase the chance of appropriate due diligence in relation to potential economic events. In addition, Wurts believes that PIMCO has also taken adequate steps to manage the risks inherent in running a portfolio that involves both leverage and credit risk. 
The Board agreed to hear the TALF presentation by PIMCO. 

A motion was made by Trustee Jolly, seconded by Trustee Gomez to Accept Item 18 as presented. VOTE: Unanimous (Absent – Crow, Hackett) 

RECEIVED AND FILED
19. Discussion and appropriate action on Term Asset-backed-securities Loan Facility (TALF) presentation by Mark Romano, Managing Director, and Dan Ivascyn, Portfolio Manager – Pacific Investment Management Company (PIMCO) 
Mark Romano, PIMCO, opened discussions with a brief overview of the firm’s background noting that PIMCO was founded in 1971 as a subsidiary of Pacific Life Insurance Company. 

With over $1 trillion under management, PIMCO is the world’s largest asset manager specializing exclusively in fixed income-related investment strategies. PIMCO’s flagship Total Return fund is currently the largest publicly traded mutual fund with a focus on top-down research regarding secular trends and broad portfolio diversification as performance drivers. 

Mr. Romano stated that the Fund seeks to invest in asset-backed securities (ABS) eligible for Term Asset-Backed Securities Loan Facility (TALF) financing. PIMCO believes the terms of the government program can provide very attractive investment opportunities in AAA rated fixed income assets.

TALF is a $200 billion government program to finance purchases of AAA rated asset-backed securities by private investors. TALF’s stated objective is to restart the flow of credit to consumers by reviving ABS issuance and investment.

PIMCO launched the PIMCO TALF Investment and Recovery Fund in May 2009 and will acquire eligible securities utilizing financing lines provided under the terms of the TALF program by the Federal Reserve Bank of New York (FED).

PIMCO believes the TALF program presents an attractive opportunity due to many factors. The current dislocation in the credit markets has forced high quality ABS to trade a historical lows and financing through the TALF program is offered at a very low cost. PIMCO also believes the TALF program should continue to offer high quality, newly issued ABS at attractive prices for the near future.

Mr. Romano reviewed the features of the TALF program as follows:

· Non-recourse term financing (3-5 years) without mark-to-market or re-margining requirements

· Borrower owns a put option to the FED
· Asset-liability matched funding (approximate)

· TALF loan collateralized by one bond (no cross-collateralization)

· Interest flows to investor, principal payments amortize the TALF loan pro-rata with the investor’s equity

· Loan is pre-payable in whole or in part at any time

· Administrative fee payable to the FED of 5bps per loan

· Program currently slated to end December 31, 2009

Dan Ivascyn, PIMCO, noted that the TALF strategy requires careful management and although the financing is government-guaranteed, credit risk can still be present in some securities. Security selection has proven to be a critical skill in navigating the ABS crisis and PIMCO has the required expertise and resources to manage assets in this sector.
This program is designed to be devoid of risk as possible in order to encourage rapid private investment into the ABS market. However, participation in the TALF program does have potential downside. Mr. Ivascyn noted the risks as follows:

· Lack of security due diligence and building a portfolio that is mostly duration matched to the lifespan of the TALF loans

· Weakening US economy 

· The government has the power to arbitrarily cease these agreements, change terms, or enact any number of punitive tax and legislative measures against investors
Risk will primarily be managed through rigorous credit research, collateral analysis, servicer review, and capital structure comparisons. The portfolio managers will also diversify the portfolio across collateral types, sectors, and geographic locations.

PIMCO will utilize hedging techniques to manage the risk that securities may extend beyond the term of the TALF financing. Hedges will primarily come from the purchase and sale of financial futures and sway agreements.

Mr. Romano reviewed the funds terms and features as follows:
Fund Term and Lockup

3.5 years plus 1 possible one-year extension
Subscription Docs Due Date
Expected June 30, 2009
Target Closing Date
July 13, 2009 (second closing)
Target Assets
Any TALF-eligible asset

Quality Focus
Original AAA rating

Draw-Down Period
Earlier of March 31, 2010 or the end of the TALF program

Monthly Distributions
The Fund will distribute all interest proceeds beginning January 1, 2010

Leverage
As dictated by the TALF program

Minimum Commitment
$10 million

Fees
Management Fee: Lesser of 5 bps of notional invested commitments or 75 bps of invested commitments


Performance Fee (Carried Interest): 15%


Preferred Return: 8%

Mr. Romano departed at this time.

In response to a question from Roberto L. Peña, Retirement Administrator, regarding the approximate timeframe that capital will be fully invested, Mr. Ivascyn noted that the majority of capital will be invested by December 31, 2009.
In response to a question from Trustee Jolly regarding the $80 million investment, Mr. Maclean noted that the TALF is designed in a way that the Plan will control approximately $1.2 billion worth of AAA rated securities.  
A motion was made by Trustee Jolly, seconded by Trustee Cornacchia, to Direct Administration to work with Wurts to allocate 4% to the PIMCO TALF Investment and Recovery Fund.  
Discussions ensued regarding increasing the allocation from 4% to 5%. Mr. Peña reminded the Board of its prior decisions to decrease the hedge fund allocation from 9% to 5% and redistribute the 4% to other asset classes. Mr. Peña noted that 1% of the 4% has been allocated to Opportunistic Fixed Income leaving only 3% to allocate to the TALF program.

Mr. MacLean stated that he is comfortable with a 5% allocation to the TALF program at this time and noted that the Plan’s Asset Allocation could be rebalanced over a reasonable period of time. 
Trustee Jolly amended the motion, seconded by Trustee Cornacchia, to allocate 5% of the Plan’s assets to the PIMCO TALF Investment and Recovery Fund. VOTE: Unanimous (Absent – Crow, Hackett)
RECEIVED AND FILED; APPROVED 


Trustees Jolly and Souza departed at 12:35 PM. Alternate Trustee Frye sat for Trustee Souza.

20. Presentation of the March 31, 2009 Investment Performance Review presented by Jeffrey MacLean, Wurts & Associates 
Jeffrey MacLean, Wurts & Associates, gave an overview of the current market conditions and noted that although many economic indicators continued to show negative trends, the rate of decline in key metrics, such as the decline in the jobless rate, slowed. The news was well received by investors as job losses have been a major concern for market participants. Mr. MacLean stated that the fear is that extensive job losses can induce a negative feedback loop in which rising unemployment exacerbates the current decline the consumer spending.

Mr. MacLean reviewed the quarterly investment performance as of March 31, 2009 and noted that the total fund returned -5.7% in the first quarter. However, the fund performed well relative to the policy index at -7.8%.

Mr. MacLean reviewed the various asset classes and noted any significant earnings or losses. Discussions ensued regarding the Plan’s assets as they relate to the current financial markets. It was noted that the Plan’s market value as of the close of business June 2, 2009 was approximately $2.2 billion.   
RECEIVED AND FILED
21. Presentation of the March 31, 2009 Guideline Compliance Report presented by Jeffrey MacLean, Wurts & Associates 
Jeffrey MacLean, Wurts & Associates, had no violations to report.
RECEIVED AND FILED

Roberto L. Peña, Retirement Administrator, suggested that the Board hear Items 23-25 at this time in order that Attorney Jeffrey Rieger would be available for Item 22. The Board agreed.

22. Discussion and appropriate action on Temporary Mandatory Furlough program instituted by the County of Fresno and its potential impact on retirement contributions and benefits, if any 
Please see discussion following Item 25. 
23. Discussion and appropriate action on FCERA Strategic Plan and the status of its Business Initiative 
Roberto L. Peña, Retirement Administrator, opened discussions by reminding the Board of its requirement for periodic status updates on the Strategic Plan Business Initiatives. Mr. Peña reviewed the status of the 2009 Business Initiatives as follows:

1.
Member Service Quality Measurement Project

a. July 2008 – June 2009 

i. Prepare Client Satisfaction measurement Plan

ii. Design one satisfaction measurement survey

iii. Administer pilot survey

b. Conducted telephone interviews with other 1937 Act County Retirement plans to find out if they have implemented or are in the process of developing a Client Satisfaction measurement Plan.  These interview questions included questions regarding survey companies or programs used to measure client satisfaction.  Researched the internet for companies or software which develops surveys as well as measure the results.  Outcome of the interviews resulted in a further breakdown of milestone i. Determined that Milestone i will consist of identifying department standards, contacting similar retirement plans regarding their department standards and how they measure the results, and preparing the analysis and recommendation for Board approval of the department standards.  

Progress has been made on this initiative; however, it is no where near completion.   This is due to unscheduled projects such as the, 2008 Cost of Living Corrections Project, 2009 Cost of Living Corrections Project, the delay in finalizing the final compensation project, testing new releases of the Pensions software system, as well as not being fully staffed and the delay in the Board of Supervisors approving two supervisor positions to assist the Benefits Manager in the daily operations.  Once these positions are filled, the impact of training new personnel will further delay implementing the initiative.

c. It is anticipated that with the continued reduction of productive time available (due to the mandatory furlough) to work on the initiative and other scheduled projects, training of two supervisors (once hired), as well as not having full benefit staff to assist in the daily operations; completion of milestone i, will be completed by June 2010 at the latest.  Milestone ii will be completed by September 2010 and milestone iii by December 2010. 

2. Internal Investment Position Feasibility Project

a. July 2008 - March 2009

i. Identify critical functions, needs, and requirements of the proposed position within the FCERA structure

ii. Conduct risk assessment of external and internal investment related forces

iii. Determine feasibility based on cost-benefit analysis

b. Presentation on April 15, 2009 noted that FCERA is a prime candidate for an Investment Analyst except for the current economic conditions both in the marketplace and with the County’s budget.  Board adopted the concept and directed that Administration include the new position in the Administrative Budget for fiscal year 2010-11.

3. Accounting Software Project

a. July 2008 – December 2009

i. Identify business requirements and develop RFP

ii. Evaluate RFP’s for accounting software

iii. Identify/purchase software package

iv. Implementation (data conversion and testing)

b. Staff is currently identifying the business requirements to be included in the RFP issued for the accounting software.  We are targeting August 2009 to present the final draft RFP for your Board’s approval.

4. Information Technology Roadmap/Assessment Project

a. July 2008 – June 2009

i. Develop RFP

ii. Board approval of RFP

iii. Hire consultant and finalize contract

iv. Report of findings by Consultant

b. Presentation on April 15, 2009 provided recommendations and estimated costs for the next five years.  The Roadmap was adopted by your Board and costs are included in the Administrative Budget for fiscal year 2009-10 to begin the projects as described in the Roadmap.

5. Stakeholder Relations Program

a. July 2008 – June 2009

i. Establish a staff committee to develop the program

ii. Determine whether outside support and expertise would be beneficial

iii. Obtain input from board members and stakeholders

iv. Prepare draft program for Board review

v. Finalize program for Board approval

b. Research on the purpose and general operating guidelines for a Stakeholder Relations Program has been completed.  However due to time limitations resulting from unscheduled projects such as the nonservice connected disability recalculations, subpoenas for lawsuits not related to FCERA operations, small claims lawsuits associated with Fresno Station, the 2009 Cost of Living Corrections Project, the extra burden associated with the sale of the property, as well as the impact of changes to the County’s leave program, delays in completing outstanding projects (COLA UAAL on service credit purchases, staff vacancies, FCERA vs. Public Pensions Professionals lawsuit, NCFPD vs. FCERA lawsuit, and the Stillman vs. FCERA lawsuit) little progress has been made on this initiative.

c.  It is anticipated that with the continued reduction of productive time available (due to the cap on vacation hours accrued and mandatory furlough) to work on the initiative and other scheduled projects, completion of milestones i through iii will be completed by June 2010.  With a draft completed by September 2010 and a final program ready for Board approval by December 2010. 

Mr. Peña requested the Board’s approval to delay the completion of the Member Service Measurement and Stakeholder Relations projects until December 2010 and the Accounting Software project until June 2010. It was noted that Staff is confident that the revised deadlines can be met barring any unforeseen issues such as the County implementing a reduced work week. 
A motion was made by Trustee Cardenas, seconded by Trustee Gomez, to Approve Administration’s request to delay the completion dates of the Business Initiatives as noted. VOTE: Unanimous (Absent – Crow, Hackett, Jolly) 
RECEIVED AND FILED; APPROVED
24. Discussion and appropriate action on renewal of Fiduciary Liability Insurance policy for Fresno County Employees’ Retirement Association from April 30, 2009 to May 31, 2010 
Becky Van Wyk, Assistant Retirement Administrator, opened discussions by reminding the Board that it requested that the Primary Fiduciary Insurance account be marketed to other insurance carriers. Ms. Van Wyk stated that, although the account was marketed to seven companies, only National Union Fire Insurance Company of Pittsburgh, PA (AIU), our current provider, and RLI Insurance Company responded. The coverage and costs are very similar.

Ms. Van Wyk reminded the Board that FCERA is prohibited from purchasing the Waivers of Recourse for the trustees and Administrator under Government Code §7511.  For the last five years, FCERA has requested the Plan Sponsors to pay the $25 per person premium to provide Waivers of Recourse for the trustees and Administrator.  If the Plan Sponsors decline to pay the premium, each Board member wishing to obtain a Waiver of Recourse would need to provide a personal check for the $25 premium.  

In addition, the premium for primary fiduciary insurance does not include coverage for Terrorism Risk Insurance which is only available through AIU.  Terrorism Risk Insurance coverage is available on the primary insurance for an additional premium of $3,894.  Your Board has not previously purchased Terrorism Risk Insurance.

Ms. Van Wyk noted that, in order to prevent a lapse in coverage, it was necessary for FCERA Administration to bind coverage on May 29, 2009 subject to approval by your Board. 

Ms. Van Wyk recommend that the Board ratify the binding of primary fiduciary insurance coverage with AIU with a $10,000,000 limit and decline Terrorism Risk Insurance on the primary insurance as the Board has elected to do in the past.  

Ms. Van Wyk further recommended that the Board direct the Administrator to request the County of Fresno to pay the premium required to obtain Waivers of Recourse for each of the trustees and the Administrator.

A motion was made by Alternate Trustee Frye, seconded by Trustee Gomez, to Approve the recommendation to ratify Administration’s decision to bind primary fiduciary insurance coverage with AIU with a $10,000,000 limit. VOTE: Unanimous (Absent – Crow, Hackett, Jolly)

A motion was made by Trustee Gomez, seconded by Trustee Larson, to Approve the recommendation to ratify Administration’s decision to decline Terrorism Risk Insurance on the primary insurance as the Board has elected to do in the past. VOTE: Unanimous (Absent – Crow, Hackett, Jolly)  
RECEIVED AND FILED; APPROVED
25. Discussion and appropriate action on renewal of Excess Fiduciary Liability Insurance policy for Fresno County Employees’ Retirement Association from April 30, 2009 to May 31, 2010 
Becky Van Wyk, Assistant Retirement Administrator, opened discussions by noting that Administration did not request FCERA’s insurance broker to seek additional bids from other companies as Administration is not aware of any financial issues with Chubb.  It was noted that the insurance broker marketed the policy in 2006 to five insurance companies and only received quotes from the current primary fiduciary insurance provider, AIU, and the current excess primary fiduciary insurance provider, Chubb. 

Ms. Van Wyk noted that the coverage is the same as last year, $5,000,000 in excess of $10,000,000 and for a premium of $45,880.  This is an increase of $2,882 (6.7%) over the prior premium of $38,325.  

Ms. Van Wyk stated that, in order to prevent a lapse in coverage, it was necessary for FCERA Administration to bind coverage on May 29, 2009 subject to approval by the Board and recommended that the Board ratify Administration’s decision to bind fiduciary insurance coverage with Federal Insurance Company (Chubb) with a $5,000,000 limit.

A motion was made by Trustee Cornacchia, seconded by Trustee Gomez, to Approve the recommendation to ratify Administration’s decision to bind fiduciary insurance coverage with Federal Insurance Company (Chubb) with a $5,000,000 limit. VOTE: Unanimous (Absent – Crow, Hackett, Jolly)
RECEIVED AND FILED; APPROVED
22. Discussion and appropriate action on Temporary Mandatory Furlough program instituted by the County of Fresno and its potential impact on retirement contributions and benefits, if any 

Roberto L. Peña, Retirement Administrator, opened discussions by reminding the Board that at its May 6, 2009 Regular Board meeting the Board ratified Administration’s decision to participate in the temporary mandatory furlough program implemented by the County. 
Mr. Peña noted that Administration has confirmed with the County that the County’s expectations as to the temporary mandatory furlough program will have no impact on “compensation earnable”, on member contributions, or on County contributions. Administration also understands that the same procedure has been used for the Temporary Office Closure (TOC) and Voluntary Furlough programs since 1993.
Attorney Jeffrey Rieger, Reed Smith, stated that it is his understanding that the mandatory furlough program will be temporary and will be applied across the board to specified grades and classes of employees. This will result in a reduction of days worked across the board, with a pro rata reduction in pay for all, during the furlough period.
Attorney Rieger prepared a draft resolution for the Board’s consideration which confirms Administration’s understanding of the Temporary Mandatory Furlough program. It was noted that in the event the Board of Retirement adopts the Resolution, it will reconsider the Resolution no later than December 2010 to determine whether any change is necessary in the event that the facts upon which the resolution is based change in any material respects including if the County’s mandatory furlough program has become (or is expected to become) permanent rather than temporary.

Mr. Peña recommended that the Board approve the Resolution as presented.
A motion was made by Trustee Cornacchia, seconded by Trustee Cade, to Approve the Temporary Mandatory Furlough Resolution as presented. VOTE: Yes – Cade, Cardenas, Cornacchia, Gomez, Frye. Abstain – Larson. (Absent – Crow, Hackett, Jolly)  
RECEIVED AND FILED; APPROVED


Roberto L. Peña, Retirement Administrator, pulled Closed Session Agenda Item 26.B.1. as there was nothing to discuss.

26. 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

1.
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
C.
Disability Retirement Applications – Personnel Exception (G.C. §54957):

1. Faith Young
2. Lynn Adams

27. Report from Closed Session

26.A.1.
Nothing to Report.

26.A.2.
Nothing to Report

26.A.3.
Nothing to Report

26.B.1.
Pulled.

26.C.1.
Faith Young – Decision – Direct the Administrator to notify the Applicant that the application for Service Connected Disability will be denied unless the Applicant requests a hearing in accordance with the Hearings Policy. M – Frye. S – Gomez. Yes – Cade, Cardenas, Cornacchia, Frye, Gomez, Larson. Absent – Crow, Hackett, Jolly. MOTION PASSED. 
26.C.2.
Lynn Adams – Decision – Approve and adopt the referee’s Proposed Findings of Fact and Recommended Decision that the Applicant is not disabled and deny the application for Service Connected Disability. M – Cardenas. S – Gomez. Yes – Cade, Cardenas, Cornacchia, Frye, Gomez, Larson. Absent – Crow, Hackett, Jolly. MOTION PASSED.   
28. Report from FCERA Administration

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

1. He, along with Chair Cade, Trustee Cornacchia, and Jeffrey MacLean of Wurts & Associates performed due diligence on three hedge fund of funds managers. The visits were very educational, informative, and helpful. Administration will report the findings and recommendations at a later meeting.
2. Administration is considering rescheduling The Segal Company’s presentation on issues regarding future employer contribution rates and potential adjustments to the Board of Retirement’s actuarial methodologies and assumptions from June 17 to August 2009 due to County Budget hearing scheduled for the week of June 15, 2009.
3. The conference room is in the process of being remodeled in order to accommodate the Account Clerk staff.
4. The prior service credit COLA UAAL letters are being distributed to the affected members and all should be distributed by the end of the month. 
5. The due diligence process on the Fresno Station Business Center is moving forward.
6. A Supervising Account Clerk has been hired and is expected to begin in July.
7. The FCERA 2009-2010 Budget is scheduled for discussion on the June 17, 2009 Regular meeting.

29. Report from County Counsel

Susan Coberly, Senior Deputy County Counsel, had nothing to report.

30. Board Member Announcements or Reports
Vice Chair Gomez commented on a Public Service Request (PRA) from Marcia Fritz of The California Foundation for Fiscal Responsibility and suggested that Administration agendize a discussion/review of the PRA Policy. Administration agreed.

There being no further business, the meeting adjourned at 2:15 PM.



Roberto L. Peña


Secretary to the Board
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