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BOARD OF RETIREMENT

FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

April 6, 2011
Trustees Present:

Alan Cade, Jr.

Michael Cardenas

Nick Cornacchia


Franz Criego


Vicki Crow


Steven Jolly


Phil Larson


John Souza

Trustees Absent:

Eulalio Gomez

Regina Wheeler

Others Present:

Shelly Heier, Wurts & Associates


Dean Derrah, Common Sense Partners


Dan Yates, Common Sense Partners


Susan Coberly, Senior Deputy County Counsel


Roberto L. Peña, Retirement Administrator


Becky Van Wyk, Assistant Retirement Administrator


Elizabeth Avalos, Administrative Secretary


Elizabeth Cervantes, Office Assistant
1. Call to Order

Chair Cade called the meeting to order at 8:34 AM.

2. Pledge of Allegiance 

Recited.

Elizabeth Avalos, Administrative Secretary, introduced Elizabeth Cervantes, FCERA Office Assistant, to the Board and noted that Ms. Cervantes will be assisting with the Board Packet preparation and distribution for the next several weeks.

3. Public Presentations 
None.

Consent Agenda/Opportunity for Public Comment
A motion was made by Trustee Crow, seconded by Trustee Jolly, to Approve Consent Agenda Items 4-13. VOTE: Unanimous (Absent – Gomez)
*4.
Approve the March 16, 2011 Retirement Board Regular Meeting Minutes 
RECEIVED AND FILED; APPROVED
*5.
Retirement
RECEIVED AND FILED; APPROVED
	Alejandrina Alonzo
	Dept of Social Services, Deferred
	15.62

	Winifred Anderson
	Superior Court
	32.19

	Kathy Apodaca
	Dept of Social Services
	24.72

	Juan Arambula
	Board of Supervisors
	7.91

	Sam L. Armentrout
	General Services, Deferred
	5.20

	Pernilla L. Baker
	Library
	10.92

	Debra J. Beard
	Dept of Social Services
	22.34

	Charles Berberian
	Sheriff
	10.23

	Glen Caine
	General Services
	27.08

	Winifred C. Carr
	ITSD
	27.13

	Robert W. Cervantes
	Public Works & Plan, Deferred
	6.09

	Helen N. Chan
	Public Health
	25.98

	Rudy G. Cruz
	Dept of Social Services
	18.32

	Flora De La Cruz
	Dept of Social Services, Deferred
	18.60

	David J. DeLaurant
	Library
	23.18

	Trinidad P. Delgadillo
	Probation
	14.59

	Mark A. Derr
	Behavioral Health
	16.61

	Elena R. Duarte
	Dept of Social Services
	10.49

	Olga Garcia
	Probation
	34.46

	Folarin Glover
	Behavioral Health
	22.89

	Florine S. Irvin
	Behavioral Health, Deferred
	0.78

	Gene Kliewer
	VMC, Deferred
	9.39

	Doris Kong
	VMC, Deferred
	10.79

	Leonard Louie
	Dept of Social Services
	23.91

	Joseph E. Lucero
	Probation, Deferred
	11.21

	Lyn L. MacEachron
	Library
	11.38

	Fernie Maldonado
	District Attorney
	30.44

	Evelyn J. Manfredi
	Behavioral Health
	10.01

	Robyn A. Marootian
	Probation, Deferred
	5.75

	Arthur M. Martinez
	Behavioral Health, Deferred
	12.48

	Neal E. McLemore
	Public Works & Planning
	16.47

	Sheree L. Merrill
	Public Health
	16.75

	Mario A. Moreno
	Sheriff
	14.74

	Shielah D. Morgan
	Superior Court, Deferred
	8.09

	Connie Moore
	District Attorney
	15.11

	Daryl W. Plummer
	General Services
	20.66

	Phillip J. Price
	Dept of Social Services, Deferred
	6.04

	Priscilla A. Standow
	Dept of Social Services
	16.56

	Barbara Lyn Vogan
	Probation, Deferred
	19.66

	Marilyn Weldon
	Sheriff
	32.74

	Bernice L. Wiley
	Probation, Deferred
	10.00

	
	
	


*6.
Disability Retirement 
RECEIVED AND FILED; APPROVED
	Brenda L. Bradford
	Sheriff
	4.33


*7.
Deferred Retirement 
RECEIVED AND FILED; APPROVED
	Carrie S. Buhari
	Public Health
	6.54

	Felipe J. Garcia
	Probation
	0.82

	Rafaqat S. Mian
	Behavioral Health
	8.50

	Carey K. Sarente
	Dept of Social Services
	6.70

	Christina S. Stinnette
	Public Health
	19.66


*8.
Request to Rescind Deferred Retirement 
RECEIVED AND FILED; APPROVED
	Thomas J. Burket
	Behavioral Health
	8.67


*9.
Public Records Requests and/or Retirement Related Correspondence from Vanessa Buffington, Liebert Cassidy Whitmore; Chase Gugenheim, Public Administrations Master; Larry Gomez, FCERA Member; Jim Andersen, MCERA; Alan Cade, FCERA Member; Gladys Smith, SAMCERA; Sandra Brock, FCERA Member; Bob Palmer, SACRS Executive Director; Steven Senft, Ethida Investments LLC; Leslie Tabernilla, Thomson Reuters; Beth Rahn, Sterling Partners; Gene Wolfson, Catalyst Investors; Jessica James, Revere Capital Advisors; K.V. Dhillon, Guggenheim Capital Management; and Kurtis Alexander, Fresno Bee 
RECEIVED AND FILED
 *10.
Update of Board of Retirement directives to FCERA Administration 
RECEIVED AND FILED
*11.
Educational Reading Materials 
RECEIVED AND FILED
· March 9, 2011 Asset International article – KKR Lends Influential Name to Private Equity Best Practice Guidelines
· March 9, 2011 Asset International article – SDCERA Internal Emails Paint Picture of Confusion and Turmoil Over CIO Role
· March 10, 2011 PlanSponsor article – Hutton Proposal Doesn’t Go Far Enough
· March 15, 2011 PlanSponsor article – CalPERS Keeps Discount Rate Steady
· March 15, 2011 Asset International article – SDCERA’s Partridge: Roles Not Confused, California Plans Should Share Resources
· March 16, 2011 Top 1000 Funds article – Tail hedging can balance risk: PIMCO
· March 16, 2011 Asset International article – For Securities Lending and Custody, Is Decoupling Gaining Momentum?

· March 17, 2011 Asset International article – Study: Bridgewater No. 1 Hedge Fund Among US Public Pensions
· March 20, 2011 Asset International article – Reports Highlight Public Pension Problem: High Assumed Rate

· March 21, 2011 Asset International article – With the Middle East in Turmoil, Are Emerging Markets the Next Bubble?

· March 21, 2011 Pensions & Investments article – Asset allocation in era of instability, low returns

· March 21, 2011 Pensions & Investments article – Investing in Japan

· March 23, 2011 Top 1000 Funds article – Public pensions shape insto era of hedge funds

· March 23, 2011 Top 1000 Funds article – Equity risk nears 90 per cent at CalPERS

· March 23, 2011 Asset International article – Seeking to Buy Troubled Mortgages, PIMCO Raises $1.5 Billion

· March 23, 2011 Asset International article – Moody’s Report: With Growing Pension Popularity, Hedge Funds Must alter Strategies

· March 25, 2011 Asset International article – Placement Agents Threaten to Abandon CA Funds, But CalSTRS Disagrees

· March 27, 2011 Asset International article – SEC Pursues KKR Sovereign Client Information

· March 28, 2011 Asset International article – NYC Comptroller Rolls Out Initiative to Heighten Transparency of Pensions

· March 28, 2011 Asset International article – Survey Shows Pensions Exert Caution Over Emerging Market Debt

· February 2011 Towers Watson study – Global Pension Asset Study 2011

· March 2011 The Monitor Newsletter
· Spring 2011FCERA Newsletter
*12.
Most recent investment returns, performance summaries and general investment information from investment managers 
RECEIVED AND FILED
*13.
Report from Trustee Cardenas on the CALAPRS General Assembly 
RECEIVED AND FILED
14. Discussion and appropriate action on Performance and Economic Summary Report ~ Common Sense Partners presented by Dean Derrah and Dan Yates, Partners 
Shelly Heier, Wurts & Associates (Wurts), opened discussions by noting that various members of the Wurts team visited the offices of Common Sense Partners (Common Sense) as part of Wurts’ ongoing monitoring of this hedge fund-of-fund manager. The intent of the visit was to review recent performance, ascertain the firm’s view on the market and expectations for the near-term and to verify the firm’s due diligence process was properly followed.

Based on the information presented and the files reviewed, Wurts remains confident in the firm’s process for manager due diligence process, portfolio management, and organizational stability. While recent performance of the fund has been disappointing, it appears to be as one would expect given the strategy and the firm’s approach. 
The Board heard a presentation from Dean Derrah and Dan Yates, Common Sense Partners, and engaged in detailed discussions which addressed the firm’s recent underperformance, current positioning, risk management, and future outlook.
Although Common Sense has underperformed the past three years, their team continues to explore new managers and is excited by opportunities to invest with a number of up-and-coming individuals. Still, no major allocation shifts are anticipated based on their outlook of the market. Common Sense remains comfortable with the existing portfolio of managers and supports the underlying managers’ strategies. This approach has worked well for the fund’s performance which continues to exceed the S&P 500 index over a ten-year period by approximately 300 basis points while maintaining a net long position of only 7% and less than half the market volatility.
NO ACTION TAKEN
15. Discussion/Presentation on Mezzanine Debt Investments presented by Shelly Heier, Executive Vice President, Senior Consultant ~ Wurts & Associates 
Shelly Heier, Wurts & Associates (Wurts), opened discussions by reminding the Board of its March 2011 decision to commit $30 million to Mezzanine Debt to continue building the private equity mandate.
Wurts has reviewed various fund managers offering middle market mezzanine debt and recommended KKR Asset Management (KKR) and GSO Capital (GSO) for further consideration.
Discussions ensued regarding each firm’s strategy, exposures, track record, and organizational structure. It was noted that KKR has a deeply experienced team of six professionals dedicated to the fund and extensive support from within the KKR organization. GSO is a well known name in the industry and has an established infrastructure which can draw on resources in other areas to augment the team’s experience.

Roberto L. Peña, Retirement Administrator, reminded the Board of a prior issue with KKR related to securities lending.
For the record, Trustee Souza disclosed that he had recently met with a representative of KKR during the CALAPRS General Assembly conference. Upon realizing that KKR was a potential candidate for FCERA’s Mezzanine mandate, there were no discussions related to investments.
A motion was made by Trustee Jolly, seconded by Trustee Crow, to select KKR Financial and GSO Capital for further consideration for the Mezzanine Debt mandate. VOTE: Unanimous (Absent – Gomez) 
Roberto L. Peña, Retirement Administrator, noted that the firms’ will be scheduled to present at the May 4, 2011 Regular Meeting.

RECEIVED AND FILED; APPROVED
16. Presentation on revised Investment Policy Statement presented by Shelly Heier, Executive Vice President, Senior Consultant ~ Wurts & Associates 
Shelly Heier, Wurts & Associates, reviewed the revised Investment Policy Statement noting the relevant changes to page 2, 3, 5, and 6.

A motion was made by Trustee Crow, seconded by Trustee Jolly, to Approve the Investment Policy Statement with noted changes. VOTE: Unanimous (Absent – Gomez) 
RECEIVED AND FILED; APPROVED

Roberto L. Peña, Retirement Administrator, pulled Closed Session Agenda Items 17.A.1., 17.A.3., and 17.A.4. as there was nothing to discuss.
17. Closed Session:

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

1.
Geraldine Chisom, et al. v. Board of Retirement, etc., et al., Fresno County Superior Court Case No. 10 CECG 02372
2. 
Lynn Adams  v. Board of Retirement, etc., et al., Fresno County Superior Court Case No. 09 CECG 02928
3.
Fresno County Employees’ Retirement Association v. Countrywide Financial Corporation, et al., United States District Court Central District of California Case No. CV11-0811-PA-SHX
4.
Stephanie Mallen, Individually, and et al. v. Alphatec Holdings Inc., et al., United States District Court Southern District of California Case No. 3:10-CV-1673-BEN-JMA
B.
Disability Retirement Applications – Personnel Exception (G.C. §54957):

1.
Julian Arvizu


18. Report from Closed Session

17.A.1. Pulled.

17.A.2. Nothing to Report.

17.A.3. Pulled.

17.A.4. Pulled.

17.B.1. Julian Arvizu – Decision – Direct the Administrator to notify the Applicant that the application will be denied unless the Applicant requests a hearing. M – Crow. S – Jolly. VOTE: Unanimous. (Absent – Gomez)
19. Report from FCERA Administration

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

1. The Independent Review of the Actuarial Valuation as June 30, 2010 and Experience Study (July 1, 2006 – June 30, 2009) were presented to the Board of Supervisors (BOS) on April 5, 2011. A written request is forthcoming from the BOS regarding this report. 
2. A discussion of the 2010-2011 Fiscal Year Budget will be agendized for April 20, 2011.

3. A reminder that the Educational Reading Materials (Item 11) articles are relative to current retirement/investment issues.
4. A discussion of the Request for Proposal for Pension Administration System and Electronic Data Management System will be agendized for April 20, 2011.
20. Report from County Counsel

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

21. Board Member Announcements or Reports
Status was requested and reported on the following issues:
1. Web-site calculator

2. Active/Deceased Overpayment

3. Task Force Report

There being no further business, the meeting adjourned at 10:05 AM.


Roberto L. Peña

Secretary to the Board
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